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I 1rould rather have it that way, too, 
if it is all the same to you, 

It is unanimous , (Laughter . ) 
~"~ is a good one , 

But Ed meant at the House hearings -
I think the title nasn ' t read, and it 
didn 't specify that this was a married 
man. 

Somebody might have picked it up. 

EdlTard Foley, Washington's most desirable 
bachelor says, I should please say 
"married .couples" . 

"'IIi th t11o children." 

Oh, and 1vith two children. 

The rest of us wouldn 't think of tha t . 

I f they ask you if this includes state 
t axes, it doesn 't, because we don' t 
locate that couple anywhere. It is only 
federal i ncome taxes. 

llon we get donn to pa$e 13. "The last 
table I want to submit to you - • ,no. 

The final table? "Finall;r I should like 
to submit to you"? 

"I should like to submit one more table . 11 

That is right . "I should like to submit 
one more table to you rthioh is an estimate-" 

Or "it is"? 

•·;·!hicil is an estimate of the long- term 
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foreign investments of the U~ted King­
dom outside the United State:, These 
fi~;ures , most of 11hich vtere 10mpiled by 
llri ti sh economists before tho out break 
of the war , are necessarily ostimates , 
Hobody can fix a definite va:ue.tion u~on 
such properties as ranches i1 Austral1e., 
raill"lays in Argentine. , or oi: wells in 
:~xi co. 

Uost of the inve~tnents a.e ir. sterlin~> 
securiti es; a le.r~e rart of he Canadian~ 
investnent is i~ ~e.nadian dolars, and 
so~e of the other inve~t~er.t are i~ the 
respective domestic currenci s . lio11ever 1 

for convenience of presentcton, the 
estimated norrJ.nal value of t:e investoents 
has been con>ertcd into otering. 

The ::te.rke t values 1 ·:there i vcn, are 
calculated from current mark t ~notations 
of the securities . Since make, quota­
tions are not avai lable for lnr~e part 
of the inve~tment 1 no total ~rket value 
can be calculated," 

Okeydoke , Hol"l 1 the last thi.",. 
-r.roblem before us i.s not - " 

"T'ne 

Those tables are all ridtt . .. c don't 
hnve to r e- ce.at them, do ~e 1 ue.n? 

i;o 1 I su!'po;;e the Secretary hen he reads 
t:.elll - -

llo, those were done the old lllJ • 

Can find himsel f the totals . 

Yes. O. K. , Dan? 

Yes , 
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"The probl em before us is not whether 
the Briti sh Empire has resources ; of 
course i t has, all over t he v:orld. 
The probl em i s whether the British have 
got the dollars they need, or can get 
the dollars they need t o spend in this 
country. " 

"The problem before us is not whether the 
British - - " 

This is the first ti~e we have said 
British Emoire. You have always talked 
about the nnited Kingdom. I think the 
problem is not whether the United King­
dom has resources or the British people . 

The British. 

"The problem before us is not whether the 
Briti sh have sufficient resources. " '.'/hat ? 
You don't want to say --

This iS' in answer t o the table, you see . 
You have been giving these vast sums 
invested all over the world, while the 
impression 70u create is 11h.e.t --

But isn' t it, Ferdie, that the problem is 
whether the British have suffic1ent 
resources? 

It is Vlhether they have enough dollars . 

No, IYhether they have sufficient resources . 

Whether they have dollar resources. 

Dollar resources. 

I would rather you said "resources" . 
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All rip,ht . 

Because ~:hen you say "suffi cient", that 
means adaptable . 

The emphasis i s between resources an& 
dollar resource~ . 

"The problem is not whether the British 
have the resources; of course it has, 
all over the world . " 

"Of course they have." 

"'fhey have, all over the world . " 

"The problem is whether the Brit i sh have 
got the dollars they need, or can r.et the 
dollars they need to spend i:l this country." 
I think that is all right . "If we expect 
the 3ritish to go on gettine supplies here - " 
"if we expect the British to &o on cett ing 
their suprlies here?" Do you ;r..ind putting 
in a "their"? 

"Ii' ue expect the 9ri tish to ~o on :;ett ing 
their supplies here--an~ that neans if ne 
ex~ect them to go on fi~1tin~--some uay 
must be found to provide either the dollars 
or the supplies themselves. That , gentle­
non, is the nroblem. I am rea~· no" , ~ . 
Che.ir=, to· o.nsr.e r questions . " 

"If we expect the Brit i sh t o p,o on -;ettine 
suppli es here" -- how about "to continue"? 

That next sentence i s the cne time you are 
s tepping out of the role, 

Yes, and I think i t is a mistake . 

' 
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The others have said it, It is obvious , 

You Llean about the fighting? 

Yea, 

I don't see Why. I haven't done it , 

You were the only witness, but all the 
rest were stresslng that. 

I believe you could leave out the last 
paragraph. 

Wouldn ' t you leave it out? 

I would, the last paragraph. 

I would be inclined to leave that out . 
Do you think I can end on that? "1'/hether 
they can get the dollars they need to 
spend in this country. That , gentlemen, 
is the problem, and I am now ready to 
answer questions . • 

We might say, "that, gentlecen, is the 
probleo which this Bill, to Tf13' mind, 
solves" . Or don't you want to link it 
up with the Bill? 

Sinlply say, "that, gentlemen, is the prob­
lem as I see it . " 

And I would transfer that up to the last 
paragraph. 

After "they need to,spend in this country" , 
and "that is the problem". · 

Yes, right after - have a separate sentence, 
so it sticks out . Separate paragraph. 
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"That, gentlemen, is the problem as 
I see it . " 

And end right there1 

Sure . What is the problem? The prob­
lem is whether the British have got the 
dollars they need or whether they can 
get the dollars they need to spend in 
this country. 

•:;ould you r.ant to say, "that, gentlemen, 
is the f inancial aspect of t he proble~"? 
There are a lot of other problecs. 

You say his problem is whether the British 
have got the dollars they need or can get 
them. "That~ 1;entlemen, is the problem 
as I see it.' 

He isn't supposed to see the other prob­
l ems , 

There are other problems that he sees. 

·:/ell, I knol'l, but he is Secretary of the 
Treasury. "As I see it" , tha t is all 
right . 

·:/ell, that concerns t he Treasury. 

Let me just t hink a minute . This is 
i r.I'Oortant . "If 11e expect the British to 
go' on" and so forth . You see , that last 
thing - of course, it is perfectly t rue, 
but the last time Jtr¥ success 11as, I gave 
them the cold facts , and I let the other 
fellows do the editorializing. TI}is is 
the fir st time I step into that f1eld, 
in the last para~raph. 
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You are going to have to say it . You 
are goin~ to have to say it in an~er 
to ~uest1ons , Mr. Secretary, and I 
don t see that it makes 4nf difference 
whether you put a punch line at the end 
and give the Bill a boost or you 1vait 
until they ask you the questions , 

Ed, I think it makes a lot of difference, 
He is coming up to give them the finan­
cial situation; he is not goins to dis­
cuss the political necessity, either 
inter-nat1onal or domestic political 
necessity of passing this Bill. He is 
saying that they haven 't got enough 
money to pay more than their colllllli tments . 

And the first question is, "Are you in 
favor of this Bill, J.&o. Secretary"? 
"Yes, I am." "Do you think it is better 
for us to make money available to them, 
aa Senator Taft has proposed in his Bill, 
or to buy the supplies here and make t hem 
availabl e to them?" "I prefer to make 
supplies available to them rather than go 
through all of the things that r.e went 
through to get the money. " 

But he is still confining himself to the 
financial aspect of it. At some point 
he may want t o answer 11hat he regards as 
policy, but I t hink it comes better in 
answer to a question than in a prepared 
statement . You don't think it would 
really mat ter whether or not the Bill 
passes, do you? I mean, it wouldn't have 
the slightest significance , because h~ 
can say that in response to the quest 1ons , 
and they will know that. 

(The Secretary on l.'fuit e House phone.) 

Hello ••••• 
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Thank you .• . . . 

Hello ••••• 

Yos • • • •• 

Yes • •• •• 

I sec • • • • • 

1;or1, r.hd do you think? 

You don ' t think he \'rill 

O.K • . • . •• 

Yes •• • •• 

Yes • • •• • 

··.hat? .. .. • 

O.K • . ...• 

..... 
o? ••••• 

~ father alrra·rs told us children& "never 
tr7 to force pleasure on anybodj •••• •• 

Yes • • ••• 

I have seen the shorr ••••• 

7lell, then .. . . • 

Yes , it is .. . .. 

0. K •• .•• • 

Thank 7ou .... . 
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General '[Iatson se,ys the President does 
not wish to commit himself to going to 
see "Panama Hattie", I won't say 
whether he will or whether he won ' t, so 
somebody has got to l et the Greek !unister 
kno11 that. You (StenotY'Pist) tell McKay. 
I might as well do it . ·It is a nice job. 

The President agreed if they would bring 
it dorm here durins the middle of February 
that he would go, and they could give a 
free benefit. He wanted to see the show, 
and the only way I could dope it out that 
he could see the show was to b t the 
Greeks get the benefit , and he agreed to 
it . Now, after two weeks, he changes his 
mind. I think, in order to save face on 
this thing - just think it over - I t hink 
we had better send word to the manager to 
kill it up there; because the Greek 
JJinister cabled his government the wonder­
ful thing about the President was going 
t o go and so forth and so on. 

\'lhy don ' t you call NeiT York? 

Does the President know all that? Maybe 
he will chan~e his mind a~ain, 

Oh, he knows all that. '.'le kidded back 
and forth on this £or hal£ an hour last 
night. 

(Discussion off the record. ) 

flow, 11hat about this last paragraph? 
Should I , or shouldn't I say it? 

Well , up to t his point there isn' t a single 
phrase there in 11hich the opponents or. 
proponents of the Bill could take any 1ssue 
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with or could be moved one way or the 
other . It is a financial explanation 
of events , In this last paragraph, if 
it was included as it originally was, 
there is something of the other charac­
ter which moves in for the first time, 
and it leaves them with that feeling, 
so instead of •• • •• ••• •• • puts i t on a 
somewhat sli$htly different level. I 
don ' t think 1t is ver7 important, but 
to the extent that it is important, it 
does that. 

\'lbat do you think? 

I don ' t think it is very important, but 
I don 't think i t adds a lot to it. 

I f we are going to leave it out, I think 
I would .simply say, "that1 11gentlemen, 
is the problem as I see it • 

I think that is plenty. 

You don' t think that is any different? 

You will be asked a lot of thinga. 

I think it is a good job . Supposing you -
what is that ? 

Mr. Secretary, ~that do you want. done about 
releasing this? Should it be muneographed 
for t he press also, as well as for the 
colllllli ttee? 

Oh yes and I promised the boys down here 
that w~ would give them copies in advance 
this t ime, but it is to be held for release 
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until we phone them from the Hill that 
I have started to testify. 

That is all right . 

You tell that to Chick Schwarz. They can 
have i t. I told them they could have it . 
·:/hat I said last night, I said, "Look, 
gentlemen, this wasn't Treasury figures , 
this was British government figures, and 
the next time, as far as I am concerned, 
I have got enough confidence in you, 
you can have my figures a half day in 
advance. " 

Good. 

So as soon as the thing is ready, I would 
give it to them, and toll Chick to hold 
it until he phones from the Treasury Press 
Room - from the Hill that I have begun to 
testify . 

·And also copies for the member s of the 
conu:Uttee? 

Yes . 

You want one of these in front of each 
member. 

Now, let me just - let us understand each 
other . Unless I hear again, I take it 
it will be 2 o'clock. 

At the earl iest . 

Yes , but there is something on the ticker 
that said that Hull mi['ht go on this after­
noon again. 
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I sar at the earliest. I mean it will 
probably be much later . It may not be 
this afternoon, You may not get on at 
all. But we will be on call from 2 o'clock 
on. Just as soon as I find out how Hull 
is going and how it looks, I will let you 
know. 

The point is that if it is 2 o'clock, we 
will all leave together about a quarter 
of two. ~ell, just wait one second until 
we get this thing now. 

Do you plan on going up as soon as Hull 
sees this statement? You can't tell just 
what question will be the last , can you? 

(Mr. Schwarz entered the conference . ) 

Chick, we have just cleared the st atement, 
and what I thought, as soon as it is 
mimeographed, you can give it to the boys. 
This is the only thing. I wouldn't want 
to give it to them a day in advance, be~ 
cause supposing - I mean --

That is right. 

Let's find out - when I know that I ac 
going to testify - we don't know yet when 
I ao going to testify. To give it t o 
t hem a whole day in advance, it is too 
much to ask for them to hold that. 

I won't give it to them over night. 

V~en I start up on the Hill, you give it 
out here, and then you oan say to them, 
"Now look, boys, you can have this thin~ 
and when J.!r . l!orgenthau start s to testi.cy, 
I will phone you t o the Press Room to re-

159 

Regraded Unclassified



Foley: 

Schnarz: 

H. t:.Jr: 

Foley: 

Fol ey: 

Schnarz : 

r,oley: 

Kuhn : 

Schwar z: 

l!. i.!.Jr : 

160 

- 67 -

lease it . " But I don ' t think I would 
give i t . t o them until I know definitely 
I am go1ng to go on, 

You may not know, Mr . Seoretary. You 
may get called down there, and then the 
thing may go on and they may get into 
another lot of questioning, and they 
may keep Ur. Bull longer, and you will 
have to wait. 

Well, at least it will be the same day. 

llot necessarily. 

No , I should think you would wait until 
you start to testify, and then Chick 
can call back and release it. 

I think it is a mistake to let these boys 
have this thing over night . Somebody is 
bound to make trouble over it . 

lfuat I mean is, the fact that he is going 
down there doesn't mean he is going to 
testify today , We can •t govern those 
things. 

~hat material do we have in there? If 
we have something hot --

It is the same stuff. 

We are giving it to them only so that - -

If it is no ammunition to the republ icans -­
if it is something that they already have --

·:/ell, they know exactly Tlhat I am going to 
say or not say. 
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7/ell, we will have it mimeographed, and 
we will know later better what the 
chances are of your going, and we won' t 
give it to them -- · 

I will tell you what you do, Chick, 
Think it over, and before you give it 
to anybody, talk to me again. 

Look, Chick, we are only doin{: the 
reading copy. As soon as it 18 ready, 
I will give it to you, and you can take 
care of the mimeographed, ~e haven't 
got ~vthi~g yet . 

I will get it from you, then? 

Yes. You take care of the mimeographed, 
and there is no front sheet on there, 
for release. 

We will take care of that. 

161 

Regraded Unclassified



....... -• • ---a ••s-~w• 
·--· •• , - = 

... s swu ., ..... ._.a. \ n"t..,. .. ,.. .._ 
.... JaUtr ......... JUl. .. 'I JJCtselee ., .. ..t 
... wU1 taU ,.. ....... IU1 will ... ., ............. _ 

., .............................. .,..., .. .. 
,. .. _ .... ..aa ........ "a • ......... .._,.. .. .a. ... 
au--. . ... ........ ·-·--·•·-r-
..... .. lftU.Illi2eJII'S_Ial ...... - nCUJittel te .... 

n.-.-... _...., ..... _ •...,. -•••· ... ., .._ 
ts • s&aa wac Ia .... It lac..._ ..a& CUJI ..aa. ........ ............................. ........ ,... 
............... _ , ---··- ......... ,.. ?'. 

Ulle ... -..u ...... - .............. ... 
... ... - .................. ?11-'-.t 

awalea._ ...... ,... 1 .. . ..... _ ........................... ,.. 
a. 6at:U, _. ts 1.:r -..... ,.. aaa .... r wa&.a • • 
on 5 t• .t .._ ··--Fi·• • IWII ,._ , ... , • • •tllls&u' -· 
..... Wse .. ,., ............. ., -- ... ... ..................... , ................... ... 
SNtr ......... 

Regraded Unclassified



163 

-·-
.. aubrtl.._...., ••• ., .. 7 XtS ,,,..._ 

a" A ,_... ... ..U ._ ........ IIAUrt O&rlJ 

IS I WMo ....... 
7 

0, ......... I ....... 

........ --- .. - a ....... ldMtltcO'JR, 

•• aa u a.._.., •• .,_ • 
................. , a 1 .. _,.,...,., .. 

fl&rl 'I 17 

,Or .,U. .. ..U. ... 11Jto1'--.J o Ia ;&I 1t1Jr lllsU 

&1- _. .............. I ls&Cir?l Or ... 

-llllb&r$: ..... ,, ............ 
7

·-

, ?Is' .. _.._rlllr I - .. - ._ 7 -, ... 

Ill ---.......... ., ................ ... 
,_ __ ...... ,,., .... . 

...... ITIM,Ir .. .,_tlaa.wr .. 

a 1 "'*...,._ •• :ncr a ..... -... .. 
;&211M .... f/1 lr I$IU,. • tr ...... -~-

" ...... ,. • wuw. " ...... lrlllrt- ... 

"tier ..... "' ................... ..., 

M a sr"l II .. as W ............. 
7

Urt I 

r tlr'ar-.w• "'"'.,,a 'tn ....... ,...,.. 
........ PIS '3 rs 12$ ....... _. •••• 

.... I a , .......... 1 ........... J I I 

"I w -., R ,.,, ....... trtertwr 

..... W 1'. ._ Prtllrt .,a& llli MW I r .... O&rlJ 

R s lsi, 11r---M!'lslJ W' n, tJsl .. _. ............... ., ..... 
Regraded Unclassified



164 

_,_ 
.. .,. 1 ................... ~ ... .. 

a tz'• ...... • as a' Is .a. 5S~' .. ~ 
.-we ......... • 0 1ed,.. I f I ... • 

t1an1 • I I F • .. • llle - \ 
' I ,.U .. .Zd?' ..u. w s a tal"-..... 

.. ...... we,..,.-......... ...--_." rrnnta 

............ u.~~ ................. ~. ~ 

.. 1 ................ ,.. _ _,.,., .. \ 

~' .. a.e ............ &Prrrte .. ,.. ... IS? I .. ... 
\ 

... 7 I W ......... ,' ' It a ~ 

... w ......... - .................. h"' 

..... II .......... I.IUCIF ........ ~ 
\ .... , .. , ... u... ... ' - ftpp ......... o' ..... --· 

Ia ..,, &?I?III'U .. ia • ...... , ........ 1 " w .................... \ .. l - s 1 s a 
•It ... .. ICre&el$1¢ ........ u 1 ... .. 

... 1&1'&' ............ , .......... ... 

Ill -· .. _ ............ --....... ..... 

... ........ .............. ..... : 1 .. 

..... - ..... w, ....... •==•• ... -. ............... -..... -............ 
"II 'NI. .. U I. $ , I 0¢5 II 1rtiW f!l- Mtl'llll 

.. lA t. ... ,... &FEIUWI Ia ... I 1 U tl - .. $lUll 

lit¥¢ - I $1Qirlal Ia... au ... tt" I 1A1 Ia ...... .,, .. ,. ........................... . -... 
Ww IQIU .................. attw- rl 

Regraded Unclassified



165 

---... _., • ..,....,.. ..... ,.auc ,.. 
..... ...a .. p;aiM ... ,._ tdhft • till wu .. 
l2 '*• -..-.......... "- ,..,.,_.. I •...., -.•.. , ...... _ ....... . 

Regraded Unclassified



I!) • •' c ~ ' "' ... 
r., ' e 1-......:_ '\ 

A__ /~ # .2 

'/ 166 

!be S.oretUT of State llu abMaT fttllaol to ,.. 

the broe4 pollq \ehhl4 tllla 11U. !M looretarlll It 

the 4tfiUII ot U.. UalW Stat... I aa &"lac te ..tiM 

., .. u to tho ti.Maolal taoto u4 t1prea a1• relate 

to th.h Bill. 

of tka to be uUnnl la lMl. It hal ....P &'Ill ... 

4tllar noU!ap .... te to pq tor aat 1t llu .,., ... , 

get the• , to PIT tor awtUac 11b wbat thq wW Mol 

fr011 now oa. 

Regraded Unclassified



-·-
I ._. - ._. Wlr te ,.a W.. '""- W..e 

,... u& I ..t " Jlw,.. all tile bflwutt. Ia * 
,.. .. esla sf tile ~·• =»• I 6nM Wac .. ,.. 111te 

tu NUll & ' • ., .... 1 ....... ,.... ~ 

I llan •1 I q aWtW te tile .... ,... AttaiN 

o..lttee. 

• ""' lt • tu1t ··-· 

et ... .aw D•al-. 1a ·,.u, 1a .. u.. .. , •• _., 1a 

Jlfltat.Jr MM -.1- ma1UN .. Ia lrltltlltl6~ ... 

,..,.u .. 1a w. .. ta;. .... .. ne .. ..._. 

pea tc -laJlntr, 11eet eeaf'l ueJ _. eh11a, 

•••• ., ... ~ua ••-.~··-·'• .. _..,,. - .._. 

167 

Regraded Unclassified



-·· 
lULl I 

..u .. Dell• h 1 .... "'-" ., 11.1. 

Gill. ••• , •• , •••••• 
ottSdal .., •• "' ••••• 
Jllwte ..,,. "''7211 

~~~·:f ...... . 
DbMt n'. Ill. 11 '•s A 

s.n.t.aU Ia ........ . 

-.a.ue 
(Ia .,. ) 

• -" -aa 

• .... 

U IIIIPUPJ ,.. ... 5 > t fll ' hue, • w41Ue fll 

168 

' ~·~~~·· 11 .• \ . ' " ••• 

p1l ....... Ia Wfa 3 ,.... fJl ...... u. ...... ,. 

• "" I fJl tc Jf ad p .. &swllo ala t.W1 a tela1 

., A,euat111•1a pW ..... , ........ ...u-sa 

Regraded Unclassified



1.69 

.,. 

4ellar •IJIIUtwea ul HMl,ta et. lrlU. ~~ . . 
. / 

uel114lq C •fe, tw U.. Mlelllu ,... lNl. ~~ lllU 

... t •• boa •..-t• .. •tW ...... ., .. "'"• te 

!1&1 u 
JrUla ~. Oe-•••· ,... ,.....,. Jatwat .. IMU1P5'- ul .... ltta tl 

1, 1N1 t• J· ., • . . 

,.,... , .. 
(Ia wmns) 
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••• 
II. ,.,.. ... 3 a.iN -tpl .. ( ... 1 .. • t;f v.L • ee-11) tNa u.a. twtac 

1 1 
1. C1 11_, ''ltrtl. • , • , • , • • aaa a. ..,_tt - ~· t .. lat 

op.Mltve, .... ... "· tte. • • • • • • • , • • ••• • I -c. PllreUNI • ~" Cl trl .. , Ul1 ... 
1~ c.·•·· fJoeia ..... •ttJM • 
u • • •::!:.S.C aou • ••u.n , 
1. ,. • !lt!:: --.t .. 
~~~u. enueat.U. v..... ~ 
lellan •• • • •• •• • •••• "' •• E!~O..Vlll L eCnde .a ..., ... ...... • 110 1eliT 

!ttal. .. llar ,...u-ta t• aU ....... u ... 

DeU!E le!!lltl 

'· Dtllar neelrt• • 11.1. ft.- u.s. 
1. V.L e&pertt et Mrdeefhe te • 111 v.s. • • • • • • • • • • ••• 
•• let "'nu fNa u.s. te V.L 

• au'f.s.c. t..nn upeaf.l· 
t ... ,, teJoMt .,.,_.u, ete. 11 • 110 

II. Dlllar HMlf\1 ~ .. lH ..-trlH 
(•z•1::!:ftCrrefe 
1. c- "~·· ....... aeo 
a. '••tnUU aou upertt te v.a. ,. 
s. Solath Url .. :at:"'' •t plf • .J!i 1,111 c. C&u4S.. &lllttuM 1 U,l. • 

!ltal 4ollu "er':!J!• 'r ~ •..ariH, 
exoll141ac • • • • , • • • • • tl,lll 

Regraded Unclassified
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r.te1 •• , •• ~ "" -'dN .... t1111a 'as's ...... JIG. • , • · ••• 

'Mal leJ1ef WS.lt wltl 0 1 5 ' '• 
11&1. •••••• •••••••••• 

Mt1 .. u.. blblt et lrlUA ....._ ... ,.... . . ...... -.-. ~-. 
fMil .... bb _..wt • !II a Una 

111•111 I 'II• ... .:£.' Is 
.ws., JN1.." ••••••••••• 

• / 

171. 

.. 
... I_. ..... ,. .. MU&l ...... w, 

wma .. Usre, "' • • .-t II • ... ail ... .._. 
• 

-
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T.A.BLE III 

Ettlated Gold a.Dd Dollar kpeu.cll tiU' .. &IIi lleMbh of 
fboithh illpiro, lxol1141D,r Canada and lfttoe4hn~0 tra. 

Soptouer 1, 1G3§ to DoooUor 31 1~. 
(Coupiled !POll data turn1ehM b, tho Brihah !roaa1117) 

( In(JO.lllou of u.s. Doll&ro) 

Gold md Dollar l!p!Ddi tiU'ot 

A. Papenh to tho United Statu b7 t!Altod liqaoa. 

1. ~ Brlthh Gon!'11Mnt ordora 1A 
the United Stataa •••••• , • 
Goode doliYorod, •••••••• $660 
AdYanoo patmenta. • • • • • • • 570 
Capital aaalatanoo ••••• , • 150 

2. For other .. rohandiao !.porta ----
from tho United Statoa •••• 

$1,880 

l 
705 

17:.! 

3. For ah1pp1Af• 1Atoroat, oto. • • • 
ShippiD.r d aburaoaonta. • • • • 126 
Interoal and dhi4eMa • • • • 48 
JO.aoollanooua (ohloflT fila 

rqalt1ee). • • • • • . . . • M.__ ~·r 
8. JV-enh t o tb. Onltod Statu b7 iaplro 

countrlea, ozoludin, U,I. &Del Cane4a 

435 1, For ca..oditr t.porta. • , • • • • 
2, For ahlpplng, 1niareet, etc, • • • 

Interoat and diYldenda ••••• $ 40 
ShipplJll (nat) • , • • • • • • ...1.. 

6'8 
C. Pa;y111tnh b7 IQlro o-biea, ezohdiD.r Conde, 

to areaa outaiao the u.s. regulr1Ac cola or 
dollua 
1, ~nta bf ~ire oountriea 

(chloflT U,I, ) to areaa o•hlda 
tho u.s. ana Call'4a roquirlAc 
gold or dollar a. • • • • • • • • • 550 

483 

T 

Regraded Unclassified
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I 

a. o.u ,.,...u w ..,be 1 ... bl11 
h CaMk ... ....., .... laal 
(aet) • ••••••• 

D, l'ltWNWl If Capital 
1. 11r Allerl ... ul 1tMH, ~ •It 

1f t..1 n .. ~ t• •·~-~ 100 a. ., "..,., et ..tatMltar UJWt 
.... lta~ at nplNI ....... ltlllNU~ 
ut • a. ., u .. saaua 1t t• .... ....... ,.altla la tellara, , , , , , , , , Dl -

1?3 

,,. 

I, ••lhal • .... ,., .. ltat ... I"Wi 
1f ••tlatla, , , , , , , , , , , , , , •-!! 

fetal C!!.::ts~ ~~·. t~. ~ •• 

A, t:rt tra IID.lt .. ltat11 ... IID.lt .. 

l: ,... =:~:·.u·=· .t.: : : : : '.r · r Iat .... t ... ll.u..b. • • • .... 
•lJJ.Laa •-'•P• . . • . . . II 
laltMitea ~ luu e• 

' I s'••· • • • • • • • • • ~ 
I, .. Mlpte b1a a.lW ltatii w .. be 

•oatrl11, •lle"ec V.L tel c·vk 
1, ,... ..... u .. ~·· ..•• a, , ... t..,.ln u...1, ..-u .... ,, 

'''· (aet) • •••••••••• 

C, Dollar n11lpt1 w ..,_" ltatrlaa, u• 
tl.tlu C=•te, l'r.e U'l&t .. tel .. 
tM ••••· •• .•• " ••••••••• 

10 8'10 

Regraded Unclassified



_,_ 

D, .. ,tlph tna aU If ,_a , ... ,,.. •• u .... 11~) • • • 
total tell ul ••llar -;!!J!• 'r llltlN 

ooaalrlee, ezel.a!al , , , , • • , 

!ttal 4Nla • pU ... hl1u retec 111 et 
Brlthh .. lrtl ~~nlMIHJ'"be u1 
Into •• ,,..,, _,t, l, te Dte. 11, 
1160 •••••••••••••••••• 

total pU .a .. llar npl.-te ter aU 
tna .. tl ........ , ••••••• 

91 ...., tM1t 

174 

.... 

'·" 

l 1tl.-t14 IntUit ........ Eir-. If "' ...... lllrtt , ... rtth tht .. tl et tu .. u.~,a ,. tna s.,t_.. 1, ~ te 
Dtt 'tr 11, 

(Ia llW .. If, ••• Dlllart) 

'· ,.,_t• te C sb _. Is tv u ' 'r 
.. ln...Ut. 

ln ,., r:•dull &. c tb ....... 
te -~~ 'r tM WW "•"• a. r.. ,. ""' ,._ a ,,. 11r etW 
lliiDln uJatrllt•• • ••• • • • • s. ~ ............ Ct Eft ...... 1 .. 
ooatrlH. • • • • • • • • • • • • 

I, Rtotlpte bta 0111• .. ul t.te Unl 'r 
&.pln ... -.1 .. 

"" 111 

. ..... 
l . h ........ , .. ~· tea sb 

a&4 Jl..tt Ueaf t1r f 0 ( 0 • 0 e e e e 170 

j 
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•lD• 

z. froa Mrohu41H -..rt• to Cleef• 
\1 other lllplre 11•trlu. • • • • tlOO a. ,..._ latenet a4 4h14 ...... 14., 
Caa•4a tl ~tt4 na.l•• • • • • 85 

'· other U.l. reH11h lna Oev4a. 
pr1ao1,.llT e>v.l•• la;•I1U..., ,.,.... • • • • • • • • • • • • • ...!2 Jl!l 

Brithh r..ln 4afb1t 111~ Ce=4a 1114 
lnfoori#'IDI - MHhaaU..t iaUNit 1114 
41T14•D41· ete. • • • • • • • • • • • • ... 

C&u4lu uabtaeH te V.L-..,.trlatla ef 
Brltllh.UU Canella 11evltlN.,. laer11N 
1D ehrU., llaluoea MU 'r Ce=la. , • ..!!2 

0o1a ,._.te ., Jrltla ~1" ... tr1•• 111~ 
Claw ae4 Into .,. .. sept. 1. 1Jit te Deo. n. 
li40. • • • • • • • • • • • • • • • • • • ~ -

C.. dtal faoter 1a thle b&1a ot •••h aa the .. u.,.. 

ef ll'aeM 1ut ,_.r, !he lNIIh lid at but u 111M u ~ 

IPithh 1a .. U ael .. llar .... h 1a lli1 ooatrrJ tuM 

fOP pvohu11 hen 1a the tint a1M -the ef tM ar. 

Regraded Unclassified
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•U• 

JrlUa U•WliU.e ... te .. t.l. a.,.,. left " 

t ... k• I al.IM. ~ t1 s1•1 Nll•n• .... 

,..... .. , ........... ~· 
allU• .. ,," • .. , • .a..t ._ ...,._ ., ... ..Un , 

,.,... • wu• ... "'..., ..... ,_., ,. .... ., 

IUe INt Jirter!BI tiMbJIIIb lit a... t. __ ,__ 

/ 
•• ,_ -r ......... a Ia ... MJ '• ...a. •liQ••rll' Ill 

Inti* .. 111w • ••• ......... 11•• a .... 

Regraded Unclassified



•11· 

..... l .. ~wi"tw tue• la t .. ltala ..... ," .. ,~. 
I Witt& Ia ... i u.s. 
I ts I w 

• 1,100 • " • 1,100 IU -s,ooo l,lN • fl 
10,000 1,451 ~ ao,ooo II US 1,ua 
80,000 u:.o1 l3,YU 

100,000 fSelfl U,NI 

I; CoPMN!ll! 1•1! tu EIUI 

lrltl. I • ••• 

~-----'"..J' . ·.:..-~-

Regraded Unclassified
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- l3-

I l!fttta I u.s. 
Spil'lh, d_.•tlo, per 

u.s. proot call• us.eo $ s.oo Beer, da.eatlo, ptP bbl. ot 
Sl U, S, Gallou 11.16 6.00 Clgarettea,_ ~P tboui&Dd, 
walghhc 3 lba, llJtO 3,25 

rea, Elaplre rur lb. lot -Cott .. , tuli utr per l b, 2, 8j( -

The laat table I want to aubldt to rou 1a an utl.-.te 

of the loq-tera tortigu lnnatMnh ot the Ualted liq(CIIl 

I 

outalde the United Statea, !ha't tlcurea, .oat ot,~lch .. re 
; · 

chplled b7 Br1t1ah •-OIIlata before th.e outbreak ot •r, are 

ataeaaarllT eatt..t••• RobodJ oan tix a detilllte Yaluatloa 

upon auoh propert111 aa ranehu 1A Auatrt.lla, rallftTa 1D 

Areentlna or oll welll 1A Mezloo, 

Regraded Unclassified



Uoet ot the laTeet .. ate are la eterllac .. ~1t1etJ 

a larce part ot the Caual.aa laTut ... t h 1a Cula41aa 

dollare, ud ,_. ot the other lanet..ah are 1a the 

l'tlptotln d-ttlo OliPPGeiU. Bowfter, fer ooaTaai .... 

ot prueatatloa, the utt..t .. aoetyl T&hle ot tho 

lrlnetMilh hat ben ceanrto4 lato ehrllac. 

'!he arltet nlu11, whore chu, ue oalnlato4 tra 

currut Mrbt quotatiaao ot the ltour1Uu. Sla., 

.. rket ·quotat10ill are 11ot aYallable tor a luce put ot 

the izlTut.at, no total MPbt Jalut Gall be oalolllat .. a 

179 

Regraded Unclassified



1.80 

•11• 

IIUatM ~!11'11 hrelp Ilmet..te et tM lklW 
~ O.teU. tM lklt .. ltakt 

caw ... .., 
~w •• ' h!len .. ,, 

1a Brl!&Y! "" ,.,., ... I IMl ,.. Ill ..... (?0) 

iut..ua I I•J - I Yl w 
luobt (QO) 

... '-'l"' I ,_, Jl1 
(111) 

1 

l&Ua I I•J 100 110 = •bt (110) 110 

~ I '"' • " " ou. I '"' 
Malia bltla I 

'"' 1,111 
111 - -

Ia IAUa A ,. 
&rpatlaa I I-' u - Ill 110 ........ <a) (11) 

a.uu •••• J " 18 " 180 ...... (U) (S) (II) (U) 
' 

Cll.lle I '•' ft> ft, 81 101 

I I I r., H, • tiJ ..... (JI) 

Regraded Unclassified
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!m; 

.d .. II IMJ ...... 
11•1•1 .... , 
I ..... , ..., 

, ...... ,. I l•l ....., 

,_, 

Ia .... 

CU. I 'eel 

I&JI& I '"' 
IIWl.li 
Jut biJ.M .. ,_, 
PklU,S..a 

htal ula 

Jal!m! .•.. , 

ft, 
,,, 
• (I) 

Ill 

-

Ia OtUr U.U t' 1 'vl 

' •"·n 
10 

( 1) 

v 
• • ( 1) 

• o.a 

-

t.ta1 V.L Jaftet..te ..,,w.~a&w 
fteka • I l•l f~ 

11 .., .... ......... . 
W' •••IJ' JJ.. llnl• JNt_.IUlq 

TF N' 
6& 1ft 

ft, r., 
(I) • 

clt, ,~, 

• --
llf .. 

-• 
• 
• -.. 
u 

-
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!be problem before ue ia not whether the Brltiah 

llapire baa Naourc••J of eourae it baa, all onr the 

world. !be probla 1a whether the Brltbh han cot 

the dollar• t he7 need, or can get tha dollara thl7 need 

to apend 1n thla countr,r. 

182 

If we expect tha Brltlah to co on cettlnc auppllea 

hen--u.l t bat M&lll 1.t w expect thaa to co on flchtlnc-

10 .. 1a7 .uat be found to proTide •lther t he dollar• or 

the auppllea theaaelYtl. That, gentlemen, la the probte.. · 

I aa r•adT llW, Ill'. Chai..-n, to anner t uutlod. ·. 

Regraded Unclassified
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U11 wald ~- l. ,., tilde Mile .. S I at 11• C 

_. ... ~wlU till,__ tld811U•U·--

.. 417 II et ...... nrtlh I • ~~-II I Ow 

tlllllltla ~•lfis-~a- -.s.. -~-· 

.._ ...... '-_. ...... a ....... • 
• 

• •n•a- M .. •u.r •••••• 1111• 11 ... • 1 - .. 
• •1e ,.. 1 ss •· • .. Maa _. 1 a·a 

Reading OOP1 of the Secretarr'• 1tatement bef~rlnt~~te 
Foreign Relatione ~ommittee on the Aid•to-Br • • 
He appeared at 10 a.a. on l/28'4.1 

Regraded Unclassified
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J ~late t:b• ~JIIi'lallt,r ot MI .. UPrt._ 

to oo• ._.. •• tD 4111 1 t:bla Pl'ft1ta ••,.. 

Ml7• I ttM.1d ln. to JUt s.to u. rnn'4 • _._ 

184. 

ot taN• &ad ot~~er fMU tbta I llaft ~ ... ,._. 

tt tbl Jloale J'ol'tliD Atfalra c '" ••• 

!lie tint..,.~ e w 81al1Abl• 1761&8 of -

311te4 lt!Q&Idcw, lD p14, ba clolllr .. ,,.., Ia 

.A811'101D llhU"i'S• Ud 1D II'Sttlll 0 Ill PIOPII'U• 

ta aasa 'CAIIIii7• ftln• ... ttu • tlltOb a••c:a • 

- ... llela& .laS,tecl to 700 ......... , 

ot aa. lrS'llla a.rw "'• 

I I 

Regraded Unclassified
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.... I 

leU aM MUir R 7 I 1 ?71 .. et 1.&. 

.... ll,­
(Ill •111 II) . -.. .. ... 

lrl\llll .. lalt u -fllllealalla~ - 111"1• d ...... 

185 

Mlla' "' • •• tlf u ..... ,.,.tar., • 2 ll el 

................ aa• ,, •• • .. , 1 ., a,m .nu• 
• 

Ia lllC ... tdJI!II'. 1 7 I • 1M ......... . 

Regraded Unclassified
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I lboa1d 1Dit to IIIII I ' _. to ,... a 'ftle et 

tbt 011....,. ,... 1M1.. 'ftll8 wt 11 ..... , ... lrttla 

to.r _. aartala •cs oa.r pu 2 l?ll Jilin, •4 will& •• 

to !atlp la -.tt .. •••• •bUP*t~. ,....c II 
---..Dollar -..na• •4 RMetiiU ot Brtiiila--.sr., DOluclU\f ;; Ud R h 0 '• tra. ~ 11 1Ml to -I - 1, ll'l.1 

• (Ia 111111-) "• u~. Jill u to 11e .a41 • total ~*~'"-*••• tn. * u.a. 1 • ._ ... paid Chal'- 1M1-
On' r Plllld lletol"' •• 1, 
~.Wtl • ·.u; · · ·.: · u· · • 1,& 
fall ..... ~ -~f.';J\ a. = ,_..:.C• _. pe 2 n• 

c , . .. :•_,,':J,':l.I!:L ........._ 
... 1 ••• • •••• .•••• .•••• 

Regraded Unclassified
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-·-
.. , .Uir .nett wt.• ,$!11• .... . _, ..... h _ _. ......... . 

fl-.1 -~ •• , ..... .. • ;we_.._ ........... • 
tttal :=~~-= =~ .. ... • • • • • • • . . • • • . • • • a.•• 

... 
• 

,I r ' r 

- .... I z~eJa .... -~ _.w lal .,. 
> . . 

• 

• 

Regraded Unclassified
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""'Ill. 

lltt•~a;~1ut ::.~•a mat ... .- ..... ,.. . ot Jrttt. . n
1 
.,_:: 

1
• osr·tr 1M lss:h re: .. u, troa aep. ,,.r • - -rr ar m, litO. 

189 

(OGIIplleC- .. lrllt&i ··=' '· ... .,.,.,....... ot 0 I I'M ... PI Mtel II p N ....n trm data IW'IdiMt 11r a. lrltta ft 1 raq) 
(Ia lllUl.- ot Vol. lellln) 

'· I' •• ... 
a. ror ou.r ........_Citll '"~'•• 

: 111.1,110 
tJ'ca U. .-toci.~••• ..... . a. ror llllpp~1 .. ....,..., ... . DlpplaJJ Cit..,. ...... . 
latei'Mt ... 4fYlCSM • • • • • 
1111MtJmaT ate~tltlm 

r r'tt• • • • • • • • • • • 
-• ... .. .., .... , .... , ....... --In 

ooavtor, .. liiCit .. U.K. 1M 0 • 

Qd ··r:-:=:·· 1. ror ttr ,..., ..... • • • • 
2. ror lll1JP111&. .. ..,...., ou. 
Ia~- .... flYtlmMo • • • • 
lh!ppt .. t.el) • • • • • • • • • 

tO 
.I 

m •• .-

-
i 

•• ... 
-

Regraded Unclassified
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a. 

~. 

1. ftellMl • .Muuneuu 1'-e.,.. aaaa 
tt t8\l.a,laa. • • • • • • • • • • • • • 

Mal e.::• de1Jv r...u-au t• au " ............... .. . 
0914 '?' 9'11'r .PSS'!SI 

Ao RMt1p~ t.- ualW nate. ~ u.&1W 

1!'1::: = •nu .. • a... • • • • • • 
a. n. lD..,..t lll1ppbK, .... I 

JB.-Ntau ClYI..._ • • t 
Jb!,s ..... ,..i • • • • 
a.l...._t .. .nrr PSI 

" s "'• ........ .. 
a. bMlftl tra .... nate. ~ -.an 

II MrtM1 lwfl. U.L 1M f • 
1a· ...... "*· .. ·- ........... . • n. '-'" tn'Nl, ....tttr•u•, 

.... (M) ••••••••••••• 

c. Dollar , ••• ,,.. • -'" "':Ct ...... 
1111111•• .,. ••• tla ...... ,. 
tbt u ••••••••••••••••••• 

190 
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.. "' 
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.., 
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total cold aD4 4ollu' rue1pta b,J -1n 

oountl"1 .. , ealn4h~ ?Pm41. • • • • •• • 
Total dra1D Gil 1014 Ull cloller I'MOUI'Oee ot 

ar1t111l DIP1n&.s,-;-lud1~ cem41, w 
Ht~Jtouacnw, • 1, 19)9 to DM. n, 
1~· •••••••• " • • ••••••• 

Total &ol4 aD4 4ollu' requtrrrrata tor aU 
traalaCt1CIIW. ••••••••••••••• 

tmr' r·a DN' 

Wt 

•·»+ 

;m~~R::r=s=-81'1-u.:~r:=Jr-or;::.. -r,ttr,;';:' lloo·bor";i,'i 
(lD M1U10M ot u.a. Doll•n) 

• · ~ta to ce·• ue1 ...,0'....,.,, b7 
tap1n OCIUDU'S• 

1. For purcmwe trt. CWW" aD4 .._ 
touo411Dd b,J tbe tJn1 ted JUnctr. • •• , .. purctawe t.- cerw41 b,J OCbW 
llpin OtuDtri.. • • • • • • • • • 

'• OtW _.... to or•• b.J DiPSn 
OOUDtz1oil • • • • • • • • • • • • 

B. Reoelpta t,_ OPM41 Ull ,._,0'...,1M4 b,J 
iapln oO'IIltrl• 

10 

1, rro. MI'ObaDClSM GI*'U to cerw41 
U4 •swtl"rMJenf t1iJ U.Ko • • • • • 170 

.,~ 

Regraded Unclassified
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..su~ MSat,-= c ta ... ..r •• ...... ... 
.SYS1 SJ, .... • • • • • • • • • • • • • 

'* .. 
OIMdiU 'MI 7 5I te 1f ................ II lri,I.MJj 01' Sff'P ... lriU. ... IT n• 

Ja ~~~~~ .. ~ n• r.1a ?II' emta •. • 
0014 Jll ..... ll'lU. --- ttcartn• •• 

192 

"' 
~ ... lllilt••"'l'ef '-'• ~ 1m te Dele ,aL, ~. • • • • • • • • • • • • • • • • ..lil;l 

tt rr n loUt o r. till n at w at 1·• u .. u 

U. MUa Ia pM .. MUV 'PEl .. II WI IS b»J 7 • 

I'ISIJ!ft• ... 'W111Ne, I I ........ ll'ltla, te JloJ 

, .................. ""' 111M-·"··., .. _.. 
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• 1•s• w a. M1P et rr 1 • 'I' .. ~ ter taaea. 

JIMU bet ... 

ftlll WU' 11 DIW IMbl \M lrlUa CIIUW ' _.. 

tau·lllllWa Jl '' ..U.. ••=» •• • 45 •••• 

~ 61 Jtr ... tl U. MU.-1 IN 1, eM tllll *&I 'I• 

~ Jtr MD\ It 'lall .... - tr''ll Ullll' JIISlte ft llW 

0 
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• 1,22! ••• J•ooo 

zo'ooo 
50

1
000 1oo:ooo 

-a-

I ll'itiM i 
I W I 

0:&. • --
• z,~ 
N:i 

2e COf Q1lst101J 1M? tp E15M 

f 
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St&t..ullt. or Secretary lklt'llenu­
Jetore the s-t.e <:oem.tt.ee 

On 7ore1an llelA tiona 

J&nuar7 2li, 1941. 

The Storetaey or State has already outlined to 1011 the broad 

policy behincl tllia Bill. The Seoret&r1u or liar and II&'Q' 'll1ll tell 

7011 :101r tl11e Bl.lll'lill atrenehten the de!eneee or the United Statee, 

I ao ao~ to confine ~elf to the tinanoi&l t11ct.e lllld t l,.."'lrrl wbich 

relate to t.hie !lUl. 

• 
~, 1.00,000,000 on orders alread7 placed. This - wUJ. 'larcel7 haw 

to be net 1n the ClllMVIar year 1941, It hae enou;:h ~:old and doller 

exchanae aeaeta to aeet these outotand1na cooz:dt...nta, but the 

British juet haven• t got the dollllre to take c11re or their additional 

neade. 

I appreetate t he opportunl. t;y ot be1ng 1nvi ted to coee here tod.a7 

to diseuse t111a probla with 1011 .f\Ul.7• I lhould like to put into 

the record a mabel' or tablee and other t'llcta which I ban alread;r 

autaitted to the Roue l"oreiGD Ut&i.re c-l.tt.ee. 

1'be lliet table llbo1re a'fti.lable aaaet.e or Ule United Kill,"'looo, 1n 

&old, 1n dollar balances, 1n American eecur1t1ea and 1n Brit1ah-oomed 

pro.,ertiea 1n t111a C<lWltrT• ~~ are N.£111'18 'IIIlich &OVIIIDIIIIt.l 

nofti&J..l¥ keep contidentia1 and eloe~ guarded! but th"f are being 

aubdtted to ::IOU w1t.'l the cona.nt of the 8r1tieh OoYemMnt• 
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Oold and Dollar Exch&~o Aaoete ot U, x. 

Gold • • ••••• ••• •••••• •• ··· · · ·~··• ••••••• ••• • 
Qrticial dollAr balAnoee •• •• ••• • •• •• ••• • ••• •• 
Private dollor balnncea • •• •••••••• • •••••• •• • 
UArkot&ble u.s. aecurities • •••• • • ••••• ••• ••• 
Direct and J:lioeell.!ulecNs invost..nt.a in U. s. 

Dec. 31, 191,0 
(In llillicma) 

• 292 
S4 

30S 
61.6 

~ 2.m 
l'l"= the totc.l Brit.iah gold and dollar exchange usete 

ot $2,1.67 lll1ll1on on Deccher 31, 1940, the Oritiah exclllde 

as unavailable ~305 1111lllon ot priwt.a dollar balAnces 

regarded as necessary !or the conduct ot b.lsinoao, ~ 

n>illion ot gold scattered in different p&rto of the world, 

and $21 1111llion on account or forward exchanse controct.a. 

Thia lenea a totol of $1.,611 lll1Uion in s:old and' dollar 

exchD.nca uaet.a 'll!dch the British re~rard aa ava1lable for 

pu'cMaea in th1a countz7. 

I ehould like to proeent next to yw. a tAble ot 

the eatl.JOD.ted dollar expenditures and receipt. ot the 

British ~pire, exc1udin& Canada and Newfoundland, !or 

the calendAr year 1941· This wU1 allow whllt tho Dr1t1ab 

0'1\'o on out.atancune controcta to AllleriOM IW1Ui'acturera for 

111.r mnter1ala and other pu'Chases here, and at they oan 

count on S:rom export.a and other sources or dollars, to belp 

in J>eet11111 theee obli:;:ationa. 

Regraded Unclassified
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lttla.tt4 DollAr Szpondituroe acd Rocolpto of lrltloh ~lro, 
lmllllllnc CanAda 8.114 levfoWI41&114, froa Jo.n\1&1'7 1, 1941 to 

"""WU7 l , 1942, 
Doll"r bpon4l turoe 

A. ti,JC, pl\ymonto to bo ml\do on totl\1 pur­
oh~••• from tho U.S, 
1. Sumo to be pl\id during 1941 on 

ordort pl.,ced before Jan, 1, 

(In Millione) 

19lll ..•...•••. • •• . .•• • $1,274 
(In ~ddltion, $119 million vill fall 
duo o/tor J..,., l, 1942) 

2. Importe from U. S. not purchl\ood throueb 
tho lritilh PurcbAtlng Coaaiot ion, --
lu,.lJ on v r1 TAte ~tccounte. . • • • • ____l!Q, 

B. Purolu<ooe b7 llolpiro coWitrloe ( oxcllllllnc 
tl.l., C-'\MdA ud llfvfoundll\ftd) f roa U, S, 
during 1941. 
1. Coaodit7 la,orte • •• •••• , • • . $ 3.}3 
2, P~onto for ohlpplng, touriot oxpondi-

turea , lntcreat p&)lmente, etc. • • • , • • _____2 
0, Purchl\ooo by Empire oountrleo, oxcludinc 

CM~dl\ Md llovfoundlluld, from "roae outoldo 
the U.S. r•~~rln~ gold or doll~r• 
l. Purchl\tOB b~ Empire oountrloo 

(chiefly u.x.) from 1\rGI\8 outeido 
tho U.S., CAMdl\ and l!evfoundl"nd 
roqutrlnc doll,.,re. . . • • . • . . • . 247 

2. l i\YJIIonto by Empire countrlao (chiefly 
U,K, ) t o C,.Mdl\ and llovfoundlo.nd , • • ~ 

fotl\1 doll'\r rAQUiro~ntt fer 1\ll trMI~OtiODI 

DollAr bcolph 

.\, Doll'\'!' roceipta by u,r. froa U.S, 
l, , U,l, export• of merchMdioe to u.s. , , 
2; Not b~uce from u.s. to U.K. on 

ohlpping, tourist erpondlturoo, 
lntoreat 'P'-·ymonte , etc • • . • • , •• 

I, Doll"r rocoipto by lmplro countriot {exolud­
lng 01\nl\dl\ Md llevfoundlMd) 
l. Ooauno41tr exporte. • • • • • • • • • • . • 
2. A.uetr\..11'\ll cold expol'\1 to U, 8, • • • • 
J, South UrioJUI ozporto of pld , , , , • • 

c. 01\Dndll\n '\llitt..noo to u.r. 
!ot'\l dollAr rocolpto by l=pire countrlot, 

exclud.ln« 0.11\ftM..Il ud !levfou.ftdlud. • • • • • • 

338 

180 

1,115 
26o 

$1 ,555 

202 
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total dollar deficit with countries other 

than Canada and t:ewtoundland durtng 1941 • $ 844 
total dollar detici t wi tb Canada and 

Newfoundland during 1941 • • • • • • • • ~ 
total dollar detici t of Sri tisb f<llpire, 

excludina canad4 and Newfoundland, durtng 
19Q. 0 0 I I 0 0 o 0 o 0 0 I o 0 0 0 0 0 0 

Total receipts and detici t on opere tiona wi t.b 
oll countries other than Canada and 
Newfoundland during 1941 • • • • • • • . • 

Next may I explain how British gold o.nd dollar exchange assets 

have declined by 111ore t ho.n two and a quarter billion dollars during 

the tirat eixt.een mont hs of their war . 

TABLE ill 

Bstimt.ed Gold and Dollar Expenditures and Receipts of British 
Eoopire , Excluding canada am llewfoumland, trca Soptelllber 1, 19)9 

to December 31, 1940. 
(COftP!led by the Treasury Department, the Department of Commerce 
and the Federal Reserve Board trca date tumiehed by the 
Br1t1eh Treasury) 

(In Millions of U.S . Dollars) 

• S660 
• • • 5?0 

2. Fer other merchandise illlports trca the 

•• • .JjQ 
11,380 

705 u.s .. 
3. For shipping, interest , etc. 

Shipping disbursement s • • • • • • • • 
Int erest and dividends •• • ••••• 
lllscellanoous (chiefiy t11a r oyalties) 

B. Pa)'IDI!nt s to the U.S . by Empire countries, exclud­
ing U.K. and Canada and Newfoundland 
l . For cOCII:IIOdi ty imports • 
2. For shipping, interest, etc . 

Interest and dividends . 40 
Shipping (not) . • • . • .......!!. 

c. Payt~onts by Empire countr ies, excluding CsMda and 
Newfoundland, to areas outside the U.S . requi.ring 
gold or dollars . 

43S 

l . Payments by Empire countries (chiefiy U.K.) t o 
areas outside t he u.s . end caneds and Newtoum-
land requiring gold or dollars SSO 
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2. OOld ~nts by Eq>ire countries 
te canada and !;....roundl.and (net) 

0• l'lithclrawo.l. of capital d th hro 
1. Dy ,\mericaman o ero, t ugh sale 

of !reo sterlins te American 
importers 300 

2. Dy rop8/{lnent of outstandinr. ~vnn,.+ 
credits na required by our N~u~rality 
Act • • • • • • . . . • • • • • • • 200 

J. D'J liquidation o! forward exchange 
posHion in <k>llars • . • • • • • • • • ~ 

£, Residual - -.iocellaneous ite""' and errors of 
estioation • • • • • • • • • • • 

Total eold and dollAr require:oents !or all trans-
actions • . • • • • • • • • • • 

('.old and Dollar Receipts 

A. neceipt s !ro:n United States by United Kin&<k>" 
1. Fron cerch4ndiso eY.jlOrts • • • • • 205 
2 . Fron intereat, shipping , etc . 

Intereat and cll.vidends • • ':> 85 
Sh1pp1nc earnings • • • • 35 
Remit tenceo from insurance 

coopruties .3.Q 

s. Receipts fl•oo United States b;• Dnj>ire 
countries, cxcludina U. K. and canada 

1 . ~'roo merchandise exports • • 
2. Fron tourist travel, remittances , 

otc . (not) •••.•.• 

c. Dollar rceeipta I>'; ~iro countries, ex­
c:ludint Cllnada, frog ::.roas cutsido 
tlwl u. s. . ....... .. . 

D. Roceipt5 rro,. sale of gold 
(now prochlction and dishoarding) • 

Total &Old and dolla.r receipts by J;l:npire 
countries, excluding Canada • • • · • · • • • • • • • 

Total drnin on gold and dollar r"sources of 
British l:mpirc, excluding Canada, and 
ll~<ifoundland, Sopt . 1, 19.39 te Dec • .31, 

ill 

640 

.1.Q_ 

1940 • • • • • • • • • • • • • • • • • • • . . . . . . 
Tote1 gold end dollar roquirCJ;JCnts f or ell 
transactions . . . . . . . . . . . . . . . . . . . . . 

204 

7.35 

7l 

$ ...1!;2 

670 

50 

~ 

$2,030 

2.316 
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SUppler.cntary Tablo . 

Eatilll&ted E.lq>onditurca and Receipts ot C8:Nida and Now!ounclland 
!lith the Rest of tho British Empil-e !'rom September 1, 1939 to 

Dccocber )1, 1940 

(In llillions of U. S. Jloll4ra) 

A. Payments to ~da t:nd Newfoundland by 
Eq>irc countries 

1 . For purchaaCII f rom canAda dnd Now-
t oundland by tho Un1 ted Kingdom • • • • • • $79S 

2. For purchases .from canada by other 
~ire countries • • • • • • • • . • • • • • U S 

3, other payments to C<umda by lilopire 
countries . • . . . . . . . . . . . . . . . ,_!,Q 

s.~ Receipts from Canada Uld Nm<roundllll\d by 
~ire countries 

1 . From merchandis e exports to Cnnnda 
and Jlowtoundla:nd by u. K. • • • • • 

2. Frol!l morclw.ndiso exports to Canada 
by ethor El:lpirc countries • . • • • 

3. From interest nnd d1vidcncla paid by 
Cancda to Un1 ted IJ.ngdom • • • • • 

4. Othor U. t:. receipts from Ccnc.da, 
prineii)illy C=d1c.n Expodi tionary 
P->rcca • , • • • • • . • • • .. • • 

. . . . . 

!ll'itiah Erlpiro doficit 'llith C<umda and 
llcra!ound!And on JJCrcbcnd13o, interest 111\d 
dividends, etc. • • . . . • . . . . . · · 

<:Madi<ltl csaiotcncc to u. K • ....: rcpetriation ot 
lll'itiob-hold C4nc.dian occuri tics <>nd increase 
in otcrlinl: balAnces hold by Cnno.da • • • • • 

Gold pcytw)nta by British Empire eountrioo with 
Can~c!., Mel Naw!oUlldlruld Sept . l, 1939 to Doc • 
)1, 1940 ..•• 0 • • • 0 0 • • ••••• •• 

170 

100 

as 

205 

sss 
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Oa• vital factor in thlt drain of aootto ,..t tu coll~opte 

of TrODCO latt S-r • Tile J'rench lw\ at ltatt at IIUCh u tu 

Br lt lob in gold and dollar aatete \n thio countr,r; tbooe 

rooourctt vt ro available, totother vlth the l r ltith, to PaJ 

for purohetot aero in tho tlrtt nine aontht of the war. Vbtn 

t he 1ronch collopte cane, l~tt June, the lritioh took over all 

Fr·r.ch c•ntractt in thio country, althoucn thoy no loncer ho4 

tbo help of J'r •neh aonoy to pay tor thea. lrlthh l1al>Uit1oo 

voro doubled. ! hoy were lett to face Gtrnany alooo, 'lh2 rooult 

""' that tho lrl Uoh l>t>p.A to looe gold and dollar atooto tVIce 

u rut atu r Juno at before. 

!aio woz it n~• cooting the lrltioh Gov•rDa~nt aoro than 

12 ml llioo poundt otorling •••r.r tiaJ, or approxlcatoly 6o per 

cont of t he netional incone, and tbio expend\turo It oteadlly 

nountlnc. Tb~ Britlob are raiaing about 4o por cent of thio 

coot by t ax ing t he ir pooplo. To slve you oone idea of vhat tho 

Brl tloh peopl e aro doing t? pay for tho ~· TOU aay l>o inter­

ooted In th~ f?ll~ving table eo~riac Bri~ioh and United Statoo 

tA%oo at the prooo~t ti~e : 

CG·!l?"r hon of Bri t hh nnd United Stat eo Taxoo 

l, Per oonol inco01e tax. J. 11arrlod couplo vi t h tvo chlld.ron 
would~ th• following taxeo In Gr•at Britain and tho United 
Stat ot UDder prooont lavo: 

Income 

1,500 
2, 5<JO 
5.000 

10,000 
20,000 
50.000 

100,000 

Britieh 
t&X 

$ 43 
311 

1,196 
J,45l 
9.426 

}2.4ol 
76,276 

u.s. 
tax 

Regraded Unclassified
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2. CorporAtion incone tax r~t•a 

llrithh u. s. 

3· 1Jro.aa profi te tax, !!!be llri thb exee11 protl ta tax 1o 
100 ~orcent of profite in exeeeo of baao period eorningo for 
e•rt~in yoaro 1935-1937. ~no United Stet oa exeoao prof ito t ax 
r~ngea !roo 25 to 50 percent or earninga in exeoaa of the 
overage baae period eArninge tor 1936-39, or S percent of 
!nvoatad capitol, vbichever exeaption Ia bichor. 

4 , Pllrcheoe t&J: .• f •. c llr! tiab lnpoae a pu.rcheao tax of 
33-1/3 percent on tbe vholeoa1e value of cartoin luxur!ea and 
16-2/3 percent on certain goode In conaon uao, axonpt!ng food , 

5. Excite taxea. The lJrt ti1:.. lr "~Ote e xcite tu.ea on 
aoveral eonoodi tiea at eubstantlnlly h16her rat aa than the 
U.•ited St&teo. E;.Aaplee are ~iven below• 

llr lthh o.s. 
Spirito, do~oatio, per 

$15.60 U. S. proof gAllon $3.00 
»ear, dooeatie, per 

11.16 6.00 bbl. of 31 U.S. ~ llona 
C!garettee , ~er t houeand , 

wolgbiD& 3 lbe. 11.70 3.25 
Tea, E~ire. ~er lb. 101 
Coffee, full duty per lb. 2.s; 

207 

I aboUld like to aubnlt one nora t r ble to you which io an eatl~te 

of tho long-tern foreign lnveotaento of tho United lln&~om outoide the 

U'nlt.,a. Stat ea. THt:un r t. ;urr,s, moat ot whlob n.re bt.aed upon atucUee Mde 

by llr.ltioh eeonomieta before tho outbreak of war, nre naoeuarlly 

eatlOAtea, Nooo~ c'r. fix a definite ~oluation upon ouch propertieo aa 

r&ncbea in Auatrolia, rAil voyo in Argentina or oil walla in Knxico, 
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)lost of the investments are in sterlin& securitt.s; a larae 

part of the canad:L&n inveatment ia in Canadian dol lara, an4 ao• 

of the other investments are in the respective 4oMatic currencies, 

H-nr, tor convenience ct pnosentatiCirl, the utiata4 na.ina]. 

nlue ot the invast.ents bas been CCUTerteci into aterlinc. 

The arket values, "'"" &iven, are ealcu1ata4 1'roa current 

marl«ot <lUOtetions of the aecuri ties. Since market <l\IOtationa are 

net available tor a large pert of the investment, no total market 

value can be calculated 1 

Estill&ted Lona-Tel'll Foreian Investments of the 11\l.tad XinFoa 
OUtside the llniteci States 

(lll.llltn Pound a) 

Oover!)!!!!!nt RailwaY'!! Other 

In British ~ire 
Canada Nominal ?S 187 219 ~ 

llarket (?0) 

Australia Nominal 42S 3 ?S SO) 
Market (410) 

Now ZNlard Nollinal l)l l 14 146 
(l2S) 

India Nominal )00 !I 2SO sso 
llarket (2SO) 

British A!'H.ca Nominal 188 !I 2SO 438 

llalaya Nominal 6 78 84 

Other Nominal _ll 

Total in British Nominal 1 1125 191 886 2,2)) 

V Not eh011n seperately. 

- -• • • 

208 

-

~· • • .... ~ -t' ..... ~,, ........... ; ... ~1< .......... 
Regraded Unclassified



10. 

Government naUwaya ~ Total 209 
tn Latin /.Jierica. 

Arientina J:Oili.nal l.S 
llarket (32) 

26) 8) )90 
(52) 

JlTUil r:a:ninal ?S )8 4? 160 llarket ( 6) (S) (22) (3) ) 

Chilo Nominal 20 
(2) 

20 
(5) 

65 lOS 

Urul)ll&y Nominal l8 14 10 42 l!arkot (8) (l) (12) (21) 

l!exico llominal )8 90 44 17) 
l:arket (1) (l) 

Paru llominal 6 !/ 23 28 
!.!arket (l) (4) (S) 

Cuba UO!Jinal 2 2S 2' 28 
llarket (2) (1) ' 

Venezuela • t:ominal Nil ) 18 20 
L!arket 0.2 (l?) (17) 

Col ombia, Ecuador 
Bolivia, Paraguay, 
Central America Mominal so 
International. Nominal _6_ 

Total in Latin 
t.n:orica l:omi.nal 201. 4~3 292 1002 . 
In Asia 

Chin3 Nominal 200 

Japan t:oainal. so 
lioUlerlanda 
E..,t Indies t:oninal 50 

M>illppines Nominal 8 

Total Ao1a )03 

In Europa Nolllinal 250 

In Other Areas y i!omin<>~ 75 

Total U. K. Invest.acnts outside 
United States - Holll1nal VP~ue )868 

y !lot shown separately. y l!ainly Iran, zmt, IraQ md Pcrtugueu t;.:st Africa. 
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The problem before uo 11 not whether the ~1t1ob hove 

reaourcea; of course thoy have, All over the world. ~he 

proble= 1a wbethor the !rltloh hove sot the dollAre they 

neod, or can get the dollara thor need to apend ln thie 

country. 

That, ~entle~en. la the problee &a I aee it. 

~0 

Regraded Unclassified



JUIIaJ'f 27, 1,-1. 
9121 •••• 211 

H. II. Jr: lello. 

Operator : .Ja et1oe ~er. 

H. II.Jr: lello. 

Jel1~ lelloi leDrf, l'a IOl'l'J I 414D 1t lit fOUl' a111a11 
Jrankturura uDU after fo• ba4 lin. 
H.ll. Jra 

r : 
B.M.Jr : 

,, 
B.II.Jr: 

r : 

H. II . J r: 

r : 

H. II. Jra 

r : 

! . II.Jr : 

r : 

H.II.Jr: 

r : 

l . l . Jr: 

oa. Wbat •••eaa•t 
!bat fOQ 11&4 ..Ue& flltii'UJ . 

t11UI'da7 - well I pt \be aoet peovl.1ar a111a11 
troa fOa. I pt a a111a11 troa \be lihUe lo1111 
that fOQ .. re ooaiDI OYI1' to Ill ae aa4 I Ollll4 
llaok w lllke nre that fOil woal4D 1 t 10 w all that 
U'Oable beoaue all I ante4 to to •• to w.a w 
f Oil, 

(Lal&lhter) 

But tbe Vhlte Boa•• 1ne1ete4 tbat you were OD \be 
WIJ OYI1' W ., hollll. 

Well U 1 I - they IIUI\ ban pUID tbl wlrd 01'01114 
- DOt I. 

IU.pt. 

I ha4 DO noh 1DUDUODI; 

I )1&4 DO llloh 1A\ID\10DI, 

Well -

llaJbe that •• a haDIOYir troa llahi'UJ. 

Pon1blf. What I oalll4 you ap tor •• w taU 
JOQ that the thlqe OD \hi b1ll Wll'l p1a& IIUoh 
noh beuer. 

'lbef wret 
I WI OD U all M.J Jll\11'4a1 aa4 WI aet w1 tb lall 
at ., 1 .... 1Uoa at bll plall bat DOthln& bappeDI4 
troa ..... ,. oe avt~t. 

lothl .. 414t 

tcna P' h1a all _.thet oat 414 f"' 
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H.M.Jrl 

r. 
H.M.Jr: 

r : 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

r : 

B.M.Jr. 

F: 

B.M,Jr: 

r : 

H.M.Jr: 

r : 

B.M.Jr: 

F: 

- 2-

Vbot 

Bull. 

Well, I don 1 t ltnow. 

At all eYenta be -

We aet in hie ottioe eo be -

Be eat at the bead ot the table. 

That'• right. And we sot t our .. endaente whioh 
were eatietaotor, to Oeorae and Ra7burn and the 
re1t ot thea and to Bllll and, I think, to the 
Preeident. I gaYe thea to bia laet nicht at 
IIYen. 

Well, tbat'e · ewell. 

And, eo the thine ie aoYiDC aucb auob better. 

Your oolleague at the War Ottice whoa I eaw ie 

212 

- be apent a good part ot the da7 on hie neve 
etateaent which ie going to be - be1 a aoing to 
1a7 eomething not new but d1tterent and aore 
reentorcing. Between 7ou and ae I eucgeated· to 
hia that be could take adYantage ot b1e poaition; 
that he ien't a lew Dealer and that be ian't a, 
ae it were, an old pal ot the Preaident and perhape 
be oollld e17 aoaethina on th1e d1otatorial power 
bueinee~. 

Yer7 good. 

Which be 1e goinc to do, needl11e to '&7· 
Yer, cood. 

You can t crget all th1e. 

Yeb, aurel.Y. 

But, gee be'a a ewell tellab! 

Yeb. 8tiaaon • . 

8t1aeon. 

Ob eure. 

lfoth1na eull in hie ? 
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B.II.JI'I 

1 : 

B.IC . JI' I 

r : 
B.M.Jr: 

r : 
B. IC. Jr: 

r : 
B. II. Jr: 

r : 
R.M.Jr: 

r : 

B. M.Jra ,, 
B. II.Jr : 

P: 

R. II. Jr: 

r : 

R.M.Jr: 

r : 

r : 

213 - ) -
Jo, no. 

Be 4o .. n•t-

Jo, ••· Yell, I thoucht 7011'4 lUte to know u.at 
thine• tor the -•-' •••• to 'be 10111c auoh 'better. 

Well, that'• ewell. !bat'• awtu117 coo4. 

An4, the aoet - I think the ~•t laportallt thine -
I'a 11apl7 .... 14 •• Senator Georce. 

Be'• all rlght 11 bet 

Oh he' e woD48~111l 

Baa. 

Be1 e better than &nJ'bo47 on the Bouee e14e. He' l l 
ear, •Well , now look lt thle blll 1e to &1•• the 
Pree14ent oertaln 41eoret1one I 4on't want to 
turn hie hall4e1 • ( I aean 1 t1e hie han4e" .) 

Baa. 

s .. t I aean etateaente like that. 

Well, that'• ewell an4 lt'• coo4 that he wee on the 
ouh nowt 

Oh 71h. 

fe1'7 coo4. 

Qoo4. But I ae&n Uae an4 acaln eoaethlnc wolll4 
ooae up to lialt the Pree14ent1 e powar an4 be14 
be the one to UJ ao. 

Baa. 

An4 I thought that on the power en4 be1 4 'be the 
DOlt 41ff1olllt pei'IOD. 

Well, thlt aakee lt part1oul arl7 coo4 tor 8t1aeon 
to take the llne thet be will. 

But I NlllAa:'* ' aek to han a aan 801'1 -peraU•e 
that CJeorce an4 ... alncl7 thoi'O~ ..._. aln4e4 
on u. 
Baa. Baa. 

In other wor4e, he reall7 know• what t he inue 11 
an4 oaree about U. 
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B. II.Jr: 

r : 
B. N.Jr: 

r: 

B. II. JJ' I 

r : 

B.II.Jr: 

r: 
H, II .JJ'I 

B. II,Jr: 

F: 

B.X. Jr: 

r : 

B.II . J r: 

r : 

B. M.Jr : 

- 4-

C&J'ee about 1t and doeen't want tbl'oQCh eoae 
117 ft7 -

fo set equare. 

R1&Mo 

Well, he'• 1D aT heart ot heart• I'Ye tel\ that 
ttllah h 11\loh bettu than PHt-D WOuld be. 

Oh, 7e1. P1ttaan would- wae, well I aean u'd 
uke up h11 a1nd and nobo47 ooul4 ner taU to 
h1a. 

Y11, and theD 70u 414ft 1 t alwa71 haYe IIJ.e _a1JI4, 
did TOUt 

l o , and Jill a1pt Juet ae well uke th11 a eUnr 
1eeue or eoaeth1ac like that . 

Yee, 7ee, 7e1. 

8o th1e aan, troa aT l ittle ezperienoe, 11 tar 
euper1or to P1tt-n. 

Well, he'• a eol14 tellah, You know he'• a­
Be'• well-tempered eteel, RenJ'7. 

!hat'• r1pt. 

Well-teapered 1\eel. 

I think we're YeJ'7 f ortunate. 

Well, 70u Juet keep on. Well I e18pl7 repeat. 
I 111 &1 \II 70U an enOOJ'e OD wba t I 1&1d lla tur4&7 • 
You so on 401ft& the ~&ae th1ft&. 

fhanlt 7 0U, 

fhanlte tor oall1n&, Re1U'7. 

B7e. 
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Draft diacuased 'IIi th HJ.!, Jr at 10 a .m. 
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-
... 
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January ?:1, 1941 

The Secretary of State has already outlined to you 

the broad policy behind this Bill. The Secretaries of 

i'lar and Navy will tell you how this Bill will strengthen 

the defenses of the United States . I am going to confine 

11\YSelf to the financid facts and figures l'lhich relate 

to this Bill. 

The British Government is now committed to about 

$1, 300,000, 000 worth of purchases in this country, most 

of them to be 4elivered in 1941. It has enough gold and 

dollar exchange assets to pay for ' what it has ordered; 

216 

but the British just haven't got the dollars, ~a can't I 

-~~ to pay for anything like what they will ne~d 

from now on. 
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I have come here todq to put thia problem before 

you, and I want to give you all the information in the 

possession of the Treaaurr. I should like to put into 

the record a number of tables and other facta which 

I have alread7 sul:al tted to the House Foreign Affaire 

Comaittee. 

The first is a table showing the aT&ilable assets 

of the United Kingdom, in gold, in dollar balances, in 

privatelf held American securities and in British-owned 

proper ties in this countq. These are figures which 

governments normallf keep confidential and closel7 

guarded; but they are being submit ted to you with the 

consent of the British Government, ..ao tb•t ya• etm meow 

•t tbei• poaitln fa . .. 
' 
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TABLE I 

Gold and Dol lar Exchange Asaets of U.K. 

Gold. • • • • • • • • • •• 
Official dollar balancea. , 
Privata dollar balancea 
l!arketable U.S. 

securities • •• • •••• 
Direct and miscallanaoua 

investments in U.S. • • • 

• • 
•• 

• • 

• • 

Dec. 31, 1940 

(In Million a) 

$ 292 
54 

305 

616 

900 

$ 2,167 

218 

From the total Bri tish gold and dollar exchange assets 

of $2,167 million on December 31, 1940, the British exclude as 

unavailable $305 million of private dollar ba.lancea regarded 

as necessary for the conduct of business, $30 million of 

gold scattered in different parts of the world, and $21 million 

on account of forward exchange contracts. This leaves a total 

ot $1,811 million in gold and dollar exchange assets which 

the British regard as available for purchases in this country. 
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!loll I want to give you a table of the estimated 

dollar expenditures and receipts of the British Empire, 

excluding Canada, for the calendar year 1941. This will 

shoTI you what the British have contracted for, in war 

materials and other purchases here, and what they can 

count on, f rom exports and other sources of dollars, to 

help in meeting these obligations. 

TABLE II 

Estimated Dollar Expenditures and Receipts of 
British Empir e, Excluding Canada, from January 
1, 1941 to January 1, 1942, . 

Dollar Expenditures 

A. U.K. payments to be cade on t otal pur­
chases from the U.S. 

(In l.!i.llions) 

1. Sums to be paid during 1941 on 
orders placed before Jan. 1, 
1941. . . . . . . . . . . . . . . $1,274 

(In addition, $119 million will 
fall due after Jan. l, 1942) 

219 

2. Imports from U. S. not purchased 
through th~ British Purchasing 
Commission, - - l argely on private 
accounts . • . . . . . . . . . . 280 51, 554 
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B. Purchases by Empire countries (exclud-
ini U.K. and Canada) from U.S. during 
19 1 
1. Commodity imports. , •• •• , , $ 333 
2. Payment s for shippinf, tourist 

expenditure, interes payments, 
e to. . • . • . . . • . . . • • . 5 338 

c. Purchases by Empire Countries, exclud-
in~ Canada, from areas outside the u. . requiring gold or dollars 
1. Purchases by ~ire countries 

(chiefly U.K. ) rom areas outside 
the U.S. and Canada requiring 
dollars. . . . . . . . . . . . 247 

2. Payments by Empire Countries 
(chiefly U. K. to Canada and 
Newfoundland. • • • • • • • • 880 11127 

Total dollar requirements for all 
transactions. $31019 

Dollar ReceiJ:!ts 

A. Dollar receipts by U.K. f rom U.S. 
1. U.K. exports of merchandise to 

$ 165 u.s. . . . . . . . . . . . . . 
2. Net balance from U.S. to U.K. 

on shipf!ng, tourist expendi-
turea, terest payments, etc. 15 $ 180 

B. Dollar receipts b) Empire countries 
(exoludin~ Canada 

560 1. Col!llllo ity exports . • • • • • • • 
2. Australian gold exports to U.S. 75 
3. South African extorts of gold • 480 1,115 - 260 c. Canadian aasiatanoa o U.I. 

Total dollar receiats by Empire countries, 
excluding Cana a. • • • • • • • • • $1,555 
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Total dollar deficit with countries other 
than Canada during 1941, • • • • • • $ 844 

Tota.L dollar deficit with Canada during 
1941. . . . . . . . . . . . . . . . ~ 

Total dollar def icit of British Empire, 
exc.luding Canada, dur ing 1941 •• , • 1,464 

~ota.l receipts and deficit on operations 
wi th all countries other than Cansda 
during 1941. • • • • • • • . • • • , $3,019 

iiow I want to show you bow British gold and dollar 

exchange assets have declined, by more than t1Yo and a quarter 

bi llion dollars , between the start of the war and t he start 

of 1341. 
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TABLE III 

Estimated Gold and Dollar Expendi tures and Receipts of 
British Empire, Excluding Canada and Newfoundland , from 

September 1, 1939 to December 31, 1940. 
(Compiled from data furnished by the British Treasury) 

(In Millions of U.S. Dollars) 

Gold and Dollar Expenditures 

A. Payments to the United States b1 United Kingdom. 

1. On British Government orders in 
the United States . , •• , • • • $1,380 
Goods delivered • • • , , •• , .$660 
Advance payments. • • • • • • 570 
Capital assistance •• , , • , 150 

2. For other merchandise imports 
from the United States. • • 705 

222 

3. For shipping, interest , etc. 197 $2, 282 
Shipping disbursements . • • 125 
Interest and dividends , , , • 48 
Miscellaneous (chieflT film 

royalties). • • • • • . . . • 24 

B. ~ents to the United States by Empire 
countries, excluding U.K. and Canada 

·1. For commodit, import s ••••••• 
2. For shipping, interest, etc. • • • 

Interest and dividends. , .•. $ 40 
Shipping (net ) • • , • • • • • 8 

C. Payments by Empire countries, excluding Canada, 
to areas outside the u.s. requiring gold or 
dollars 
l , Payments bf ~ire countries 

(chiefly U. K. ) t o areas outside 
the U. S. and Canada requiring 
gold or dollars~ •• •• •• • • 

435 
48 

550 

483 
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2. Gold p81JD8nh by Empire countries 
to Canada and Newfoundland 
(net) . • ••• • • • $ 225 775 

D. VIi thdrawal of Capital 
1. Br Amer ican and others, through sale 

of f ree s t erl ing to American import ers 300 
2. B,y rep~ent of outstanding export 

credits as required by our Neutrality 
~t ~ 

3. B,y liquidation of forward exchange 
position in dollars. , • , , • , • 235 735 

E. Residual - Jdscellaneous item.e and errors 
of estimation. • . . . • • , • • • • •• 

Total gold and dollar requirements for all 
tr&nsactions . • ~ •• ••• •••.• 

Gol d and Dollar Receipts 

A. Receipts from United States by United 
Kingdom 

1. From merchandise exports, , • 
2, From interest, shi~ping, etc. 

Interest and div1denda • •• 
Shipping earnings, • • • • 
Remittances troa insurance 

companies. . . . . . • 

B. Receipts from United States by Empire 
countries, excluding U.K. and Canada 

1. From mer chandise exports ••• •• 
2. From tourist travel, remittances, 

etc. (net) . • ••• .. • · • • 

. . . . 
$ 85 

35 

20 

C. Dollar receipt s by Empire countries, ex­
cluding Canada, from areas outside 
the U. S • •. • •••. . • · · • · · 

205 
140 

640 

30 

4, 346 

670 

50 
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D. Receipts from aaJ.e of gold 
(new production and diahoarding) •• 

Total gold and dollar receipts bf Empire 
countries, excluding Canada. • • • • • • 

Total drain on gold and dollar reeourcea of 
British Empire, exclud~ Canada, and 
Newfoundland, Sept. 1, 1~89 to Dec . 81, 
1940. . . • • • • . • . . . . . . • . • 

Total gold and dollar requirements for all 
transactions. • • • • • • • • • , • • . 

Supplementary Table 

965 -
$2,030 

2,316 

4,M6 

Estimated Expenditures and Receipte of Canada and Newfoundland 
With the Rest of the British Empire f r om September 1, 1989 to 

December 31, 1940 

(In )dlllons of U.S. Dollan) 

A. Payments to Canada and Newfoundland br 
Empire countrin 

1. For purchases trom Canada and New­
foundland br the Unl ted Kingdom 

2. For purchases f r om Canada b1 other 
Empire countries • • • • • •• • • 

8. ~~~~rl~~t~ ~o . c~~~ ~1.~~r~ 
B. Receipts from Canada and Newfoundlancl br 

Empire countries 

$795 

125 

10 

1. From urch.andlae exports to Canada 
and Newtoundl•nd b,r U.~ • • • • • • 170 

$930 
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2. From merohandiae exports to Canada 
by other Empire countries. , • • • 

S. From interest and dividend• paid by 
Canada to United Kingdom. , • , • 

4. Other U. K. r eceipts l rom Canada, 

~~~~!~a:~ ~a~l~. ~~d~t~o~:-' 
British Empire deficit with Canada and 

Newfoundland on merchandise, interest and 
dividends, etc • •• ••••••• •• • 

Canadian assi atanoe to U.K.--repatriation of 
British-held Canadian securities and increase 
in sterling balances held by Canada. • • 

$100 

85 

20 

225 

555 

sao 

Gold p~nts by British Empire countries with 
Canada and Newfoundland Sept . 1, 1939 to Dec. 31, 
1940. • . • • . • . . • • . • . . . . • . 225 

On~ vital factor in this drain of assets was the collapse 

of France last Summer. n,.e French had at least as lllllch aa the 

British in gold and dollar assets in this countrr; thea• 

reaouroes were available, together with the Br itish, to p&1 

for purchases here in the f irst nine months of the war. 

When the French collapse came, last June, the British t ook 

over all French contracts in thh count17, although thq 
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no longer had the help of French money to p~ for t hem. 

British liabiliti es were doubled. They were left to 

.face Ge l'lll&llY alone . ( ~o.ial Pe&Gili'ees lien 

we~e r esult was that t he British began 

to lose gold and dollar asaeta twi ce aa fast after June 

as before; and the.t have conttnuad to l ose them at the 

taoter rate e¥er since. 

This war i s now costing Great Bri tain more than fifty 

million dollars a day, or almost two thirds of her national 

income. The British are raising about for ty per cent of 

this cost by taxing their peopl e at home . To give you an 

idea of what t he British people are doing to p~ for the 

war, you ma~ be interested in the following table comparing 

British and United States t axes at the present time: 
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Cocparison of British and United States Taxes 

1. Personal income tax, A married couple with two 
children wouln pay the following taxes in Great Britain 
and the United States under present laws : 

. British Income . . tax . 
$ 1, 500 $ 43 

2,500 311 
5, 000 1,196 

10,000 3,451 ro,ooo 9, 426 
50,000 32,401 

100, 000 76,276 

2. Corporation income tax rates 

British 
. • 

u.s . 
tax 

$ 75 
440 

2,143 
13, 741 
42,948 

u.s. 

24% 

3. Excess profits tax. The Br i tish excess profits tax 
i s 100 percent of profits in excess of base period earnings 
for certain years 1935-1937 . The United St ates excess 
profits t ax ranges from 25 to 50 percent of earnings in 
excess of the average base period earnings for 1936-39, or 
8 percent of invested capital , whichever exemption is higher. 

4, Purchase tax. The British impose a purchase tax of 
33-l/S percent on the Whol esale value of certain luxuries 
and 16-2/3 percent on certain goods in common use , exempting food. · 

Regraded Unclassified



- 13 -

5. Excise taxes . The Br itish impose excise taxes on 
several commodlhes at subsh.ntially higher rates than the 
United States. Examples are given below: 

British . u.s . . 
Spir i t s, domestic, per 

U. S. proof gallon $15. 60 $ 3.00 Beer, domestic, per bbl. of 
31 U. S. Gallons 11.16 6,00 Cigarettes, per thousand, 
11eighing 3 lbs. 11.70 3. 25 Tea, Empire, aer lb. lOji! 

Coffee, full uty per lb. 2.8jl! 

The last table I want to submit to you is an estimate 

of the long- term foreign investments of the United Kingdom 

' outside t he United States. These figures, most of which •ere 

compiled by British economists before the outbreak of war, are 

necessarily estimates. llobody can fix a definite valuation 

upon such properties as ranches in Australia, railways in 

Argentina or oil wells in 1fuxioo . 
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Moat of the investments are in sterling securities; 

a large part of the Canadian investment ia in Canadian 

dollars, and some of the other investments are in the 

229 

respective domestic currencies. However, for convenience 

of presentation, the estimated nominal value of the 

investments has been converted into sterling. 

The market values, where given, are calculated f rom 

current market quotations of the securities. Since 

market quotations are not available for a large part of 

the investment, no total market value can be calculated: 
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Estimated Long-Term Foreign Investments of the Uni ted 
Kingdom Outside the United States 

(l!lllion Pounds) 

Government Railways Other Total 
In British EmEire 

Canada llominal 75 187 219 481 
Jlarket (70) 

Australia Nominal 425 3 75 5-5 
J.larket (410) 

New Zealand Nomine.l 131 
(125) 

1 14 146 

India Nominal 300 250 550 
Market (250) 250 438 

~laya Nominal 6 78 84 

Other Nominal 

Total in British Nominal 1,125 191 886 2233 

In Latin America 

Argentina Nominal 45 263 83 390 
Market (32) (52) 

Brazil Nominal 75 38 47 160 
Market (14) (5) (22) (41) 

Chile Nominal 20 20 65 105 
(2) (5) 

Uruguay Nominal 18 14 lQ 42 
.l:arket (8) (1) (12) (21) 
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Gon l'Dalll t R&ilwya other Tot&l. - -J.fexico Nominal . 38 90 44 178 Market {1) { 1) 

Peru Nominal 6 .¥ 28 28 )(arket {1) {4) {5) 
25 

Cuba Nomi.Dal 2 25 {2) 28 liarket {2) { 1) 

Venezuela Nollinal Nil s 18 20 liarket 0.2 {17) {17) 
Colombia, Ecuador 
Bolivia, Para~, 
Central America ominal 50 

International Nominal --
Total. in Latin 

America Nominal 204 451 917 1002 
In Asia 

China Nominal 200 

J&pan llollinal 50 

Neterlands 
East Indies Nomi.Dal 50 

Philippines Nomi.Dal 8 

Total Asia 308 

In EurOJ18 Nominal 250 

In Other Areas y Nominal _2§ 

Tot al U.K. Investments outaide United 
St&tes - Nominal Value 9868 

.¥ liot ah0111l separate:IT, . Y »aiAJ,r Inn. iQpt, Iraq and Portuguese Eaat Afr1ca. 
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The problem before us is not whether the British 

Empire has resources; of course it has, all over the 

world. The problem is whether the British have got 

the dollar s ther need, or can get the dollars ther need 

to spend in this countrr. 

If we expect the British to go on getting supplies 

here--and that means if we expect them to go on fighting-­

some war must be found to provide either t he dollars or 

the supplies themselves . That, gentlemen, is the problem. 

I am readr now, Mr. Chairman, to answer questions. 
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PAJIAPHRABJ: or TELJ:CIIW( UCliiYD 

J'li.Q)I: Aller1can LegaUon, Bern, Sw1 tr.erlan4 

DATE: Janua1'7 tzf, 19U, 11 a.a. 

NO.I 111 

The Legation retere to telegraa of January 21, 

No. 1~ trca the Departaent. 

The following inforaation hae been ob,aine4 trca 
Koli n riolt 1 

233 / 

No regular bueineee in dollar eecuritiee ie done bJ 

the Bank tor Interna,ional Settl ... nte t or the aooount of 

ite cliente . The B.I.S. r eotiYt4 t or eatelteeping during 1940 

only a small block of Argentine dollar bonde, and it etill 

holde theee bolide. The Bank oarriee in New York about 

ten million dollare in ninety day paper tor ite own aooount, 

but dote no other bue1neee in dollar eeouritiee. 

The Bank hae, during the pa•' two aonthe, traneterre4 

bablt to New York about tl,OOO,OOO llbioh had prniouelJ 

been br ought t o SWitzerland t or inYeetment, but tor Which 

the inYtetaent poeeibilitiee did not materialize. Regular 

monthlJ tranetere to New Yorlt are aade b7 the Bank of 

nearlJ t e ,ooo oonetitut1ng intereet reoeiYe4 in Bwiee 

trance on European inveetmente. It reoe1Yte other p.,aeote 

ot intereet direotlJ in dollar•. Regular purohaeee and 

ealee ot gold are made by t he Banlt againet 4ollare, a 11oenee 

for each t ran .. ct1on being eecure4 trc• 'be UD1'e4 8'-te• 

'l'reaeur;r Department, DepoeUe Y1 th the B. I. 8. are bel4 · 
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by certain central banks, which depoeite involve rather 

infrequent receipt and return or substantial amounts. 

The Oentral Corporation Banking Companies ot Budapest 

transferred to the Hungarian National Bank $?25, 000 in 

the Benk' e books in November. A credit of $1,0~0,000 

was recently granted by the B.I.S. to the Banoo Central 

El Salvador, secured by gold which vne deposited 1n Nev 

Xork with the Federal Reserve Bank. 

The foregoing account covers the dollar operations of 

t he B. I.S. s ince the tiret of November, other than the 

purchaee and collection of the 90-day paper which was 

mentioned abovJ!, and a variety ot tra.neaotions ot lees 

importance, euch as the receipt and payment of intereet on 

deposita, commissione received in connection with bond 

issues ot Germany and Austria, cable chargee and freight, 

i neuranoe and handling charges in connection '1'1 th sh1pmente 

of bUllion, et cetera. 

All operations ot the Bank for International Settle­

menta in American markets since the twenty-s ixth of June 

have been subJect to license by the Treasury, but authorization 

he.s been granted t!J the New Xork Fe!leral Reserve to carry 

out routine transactions without reference to ~he Treasury. 

Special l icense is still required tor operati ons in gold 

and tor an:' unusual traneaot1one. The B.I.S. transacts wlth 
the 
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the In Yo;lt .r,e~ral 1\e~ene all ourrent bue1neu vUh the 

exception of the puroha .. of 90-~ Pt»er. Although 

Hoi1ttr1ok h rea~ to .. nd extraotl of the aooount tor 
! 

the paet month or two if 70u dee1re, he eusgeete that at 

the Nev York rederal Reeene the eaae 1ntoraation ie aYailable, 

&nd he would be glad 1t th1e eolll'Oe oould be ueed; there 

would aleo be leu dela7 1Jl euah prooedlll'e. 

Ae to the 500 ldloe of gold at Rio, tranetened *•• 
the B. I. 8. laet veelt b7 the Bank of rranoe, it ie be1Dg held 

by the B.I.S. eubJeot to 1lletruot1one troa the Bank of rranoe. 

The or1g1n of thie bullion ie not known to the B.I.s., Whioh 

hae not yet reoe1nd llle 4eta1le u to aaru and night.; 

hoveYer, the B.I.B. underetande that the Bank of Bra&11 

forwarded the gold. 

Kon ttl'iok ea1d that he ie anz:ioue to cooperate vuh 

ue, and he would be grateful t or aD1 intoraation wh1oh 70u 

can g11'e hia u to 4ollllte or a1eg1Y1Jlge that aq be entertained 

ln Yuhington about the B.I.B.'• pollolle or aot1rtUee. 

In all traneaotlone, lt le the B.I.B.•a po11o7 not to 4o 

anything that would e1 ther lnoreue the f1Danoial reeolll'Oee 

ot any b elligerent oountl'f or lte 1net1tut1one, or to 

1noreaee the aYa1lab1lit7 of euah reeouroee b7 any traneaotioa 
• 

vh1oh i te ol1ent oould not u .. 41"'ot17. You are requeete4 
,.,;~. 

to refer to oable ao. 292 of .rue 1!8, 19.0 tl'oa XoUttl'Uit 

to the lew York rederal Re .. ne, wh1olt. wu •·--il•,oate4 to tale 
!reuUl'1 l)epartaent. 

U.:LW 
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H.M.Jr: Jaa ... 

Jene 
Jonea: What'• the intereat rate to4a7t 

Ja.nua17 27, 1941 
2:12 p.a. 

R.M.Jr: It'• going up, thanka to Jour fPiend Marriner. 

J : Ruht 

H.M.Jr: Thanka to JOur triend Marriner. 

J : Yah. 

B.M.Jr: Do JOU know it I wanted to borrow tiYe Jeare' aoneJ 
laet weak I would h&Ye had to P&J one peroentt 

J: You would, huht 

H.M.Jr: Yea air. And th1e laat 1aaua - va 1Ye had the 
narroveat aqueeze ve 1Ye eYer bad - va pr1oed it the 
.... and neJ7th1ng alae. But it waa t our Uaea onr­
aubaoribed but it'a Juat aalling at 3 4/)2 oYer par. 

J : Onl7 tour t1aeat 

B.M.Jr: Wall, tour - a little OYer tour tiaaa. 

J: I ne. 

H.M.Jr: With 23 peroent allotaent. 

J : How auoh ot that a1x -

H.M.Jr: Wall, l et'• aae, the a1.x hundred-

J: &1x hundred a1ll1on. 

H.M.Jr: Thera vaa about - ve sot about - vall, the allotaant 
wu 2) peroant. 

J: I eea. 

B.M. Jr: And thera'a nothing the .. tter; there'• Juat ae auoh 
aone7 there - but 

J : Wh7 oarta1nl7. 

H.M.Jr: But the people are nerYoue, the7 don't know vhat'e 
gotng to do next. 

J: Yah. 

B.M.Jr: You know there'• no aora aoneJ ba1ng borrowed. 

J: lot a bU ud it'• p1l1nc vp all the t1aa. 

/ 
~6 

I 
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J : 
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J: 

R.M.Jr : 

J : 

R.M. Jr: 

tT l 

H. M.Jr : 

J : 

H.M.Jr: 
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All tile t1•• Ul4 thle uunc 

- •• be4 ·~e~... I ... \&lUna to De We 
.ornlnc about eo•• ot our little .. t t ere. 

Iu. 

I think eoon ae 70u want t o do it J OU oan -
we're going to be owing a sood deal ot •one7. 

Yea. 

8o J OU oan -

Well Dan didn't baTe a obanoe but I hope it I get 
aD7 l uok witll 87 blll tllen we ' d l ike to borrow 
t i Te hundred 8lll ion t or 70u. 

Yu. 

Beet 

I eee. 

But it we baTe no luok wi th our bi ll we'll Juet 
bau to go ahead and do i t aD7W17. 

That'• right. 

It tbat 1e all right With J OU. 

l ee. 

llut I 1Te been hol dlnc baok and I'• uelns that u 
an arsuaent . 

Yeh. 

8o, do 70u 81nd e1 tt1ns tlght t or two or three weeke 
• oret 
llo , perteoU7 all ript, perteoU 7 all r i ght. 

23? 

And - but I t old theee peopl e and when I go up 
We4nee4a7 t o teetit7 I'• goinc to ta7 there'• nothiftl 
the .. tter; tiler•'• plent7 ot .o••1 but J OU oan't trJ 
t o regulate it artitioiall 7 - aDJ•ore than 7ou oan 
etop a riTer tro• goi nc down hill. 

Tbat 1 e right. 

And we 1Te go t t o par • ore • one7 and eo do all the 
other asenoi ee. But it I went ahead and borrowed 
now tor 7ou it vould k1n4 ot - 11 Ule b1 t epoU 81 
ltOrJ. 
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J : leh, Well, it'• all r1pt, AAJUae. 

R. M.Jr: 

J : 

R.M.Jr: 

Jl 

H.II. Jr: 

Swell. 

I oalltd part10Ularl7 I wanted to epeu to 7011 
about 8andl1n. I ~Itt to Prnton -

Yth. 

And atktd b1a 1t he had a117 obJeot1on about 
eptak1ng to 70u and he ea1d he oerta1nl7 did not . 

Good. 

J : Be 1 a an awtlll. cood un. Be' a the 'but aan down 
there 1n that field. 

B. II . Jr: 

J: 

B.II. Jr: 

Well I'a glad to heAl' it. 8aa Ra7'bul'n and foa 
Oonnall7 'both ba.,. oalltd ae up ao 1 t .. eaa to 
'be unan.1aoue now. 

Well, he 1 a the 'beat aan 1n that aeot1on or the 
oountJ7. 

And 70u th1nk he'd 'be pltaa1nc to tYei'J'bo47. then? 

J : Oh, I'a eure it would. I know the banker• would 
lUte 1t Tt1'7 woh. 

R.II. Jr: Well, Jttlt, I 1a glad to set 1t. 

J l 0.1. fhank JOU. 

H.II. Jr: Thank JOU. 

238 
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RE DEBT LIWIT 

Present: 

H.loi. Jr: 

Foley: 

Mr. Haas 
Mr. Kuhn 
Mr. White 
Mr. Sullivan 
Mr. Bell 
Jlr. Fole:r 

January 27, 1941 
2:15 p.m. 

Has George indicated in an:r way what his 
feelings are toward me? 

No, he hasn't, but I gathered that he felt 
very friendl;r toward you and the Treasur;r, 
didn't you, Ferdie? 

239 

Kuhn: Particularly because of what he said about 
Vandenberg, which showed that 'he was feeling 
fr iendl:r and wanted to show i t. 

H.M. Jr: 

Haas : 

Roll : 

I! .II .Jr : 

Bell : 

Well , I thought we would start in. Hello, 
George . 

Yes. 

Do ' ;rou want Gaston on thisq I sent him a 
cop;r. I didn't know whether he had an:r 
comments to make. 

•ell , Herbert has got so much. 

1 just sent him a copy for hie comments. 
haven't got ten them back. 

I 
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H.li.Jr: You have not gotten them back? 

Bell : No. I sent it to him .:iaturdaJ'. 

H.l.I.Jr : 

Bell : 

H.M.Jr: 

Pell: 

P.M.Jr : 

Bell: 

H.Y.J r: 

Bell : 

H.ll.Jr: 

I don't think so. 

He bas got too much. I wi ll get them. 

I will ask him. No, I mean, Herber t has 
got more than he can take care of r ight 
now. He has been doing this sort of thing 
now for me for years, and I am t rving to 
make life a little easier for him: I hope 
Herbert i s get t ing so be feels better. It 
will mske things easier for Herbert anc for 
me. 

You (Bell) didn't write t his, did you~ 

Yes , I wrot e this and then sent it around 
earlier in the game to Ed and Sul l ivan and 
Ferdie and then correct ed it according to 
t heir suggestions . I guess Ed 's bOJ'S saw 
it . This is the resul t of a number of 
changes. 

Instead of "I told fOU, " we can say, "I 
pointed out.• ~no 1s ~oin~ t o correct 
this, now~ Are you gotng to carry this 
one , Dan" 

Yes . 

You are carrying this., 

I will. 

All right. I pointed out : Do 7ou get , 
Ferdie a little bit - whenever I get these 
things: anything l ike that , that I am tel~ng 
the committee or wherever I seem to be l ay1ng 
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Bell: 
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down the law that I alwa7s duck it . Do you 
notice thla? You never know when somebody 
will aa7, "Oh, JOU are telling us." lbat~ 
0.~. on the first page. 

I auppoae - soae of them have suggestions. 
They got this Saturday to work on over the 
weekend. 

Any suggestions on the first page? 

Yea, in the first line it should be the 
"First Revenue Act of 1940. " 

Check, I have that too. 

Then let's strike out "first appeared . " 
Let's strike that out first . 

24.1 

"When I appeared before you last spring at 
the time the revenue bill of 1940 was under 
consideration, the National Defense program 
then before Congress was less than $4,000,000,000. 
I told you that on the basis of that program, 
the balance of the borrowing authority under 
the general debt limitation of $45,000,000,000 
would be completely exhausted and the working 
balance of the Treasury would be dangerously 
depleted early in the calendar year 1941. In 
view of this situation, Congress provided in 
the first Revenue Act of 1940 for the issuance 
of not more than $4,000,000,000 of short-term 
obligations to raise funds to finance the 
National Defense Expendi turee." 

Are you fellows through with your technical 
corrections? 

"The eame .let provided additional taus, 110st 
of which were intended to be used to retire 
within five years &nJ defense obligatione 
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Haas : 

Bell: 
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issued under this authority. As I reported 
to you, the orovisions of the bill then 
pending before your Committee were sufficient 
to meet the situation as it axisted at that time . " 

Now, what do you mean, "The provisions of 
the bill then pending before your ~ommi ttee"? 

That is the first Revenue Act which provided 
the new taxes and the four billion collars 
of National Defense Notes . You told them 
in view of what was before them at that time, 
that that would sufficiently take care of 
the situation . 

"The balance of borrowing authority on 
.Tanuary 1, l il41 , was $887,000, 000 under the 
general limitation, and ~2,764 ,000 ,000 under 
t he National Defense limt tat ion. These 
combined balances provide the Treasury with 
borrowing authoritr, sufficient only for the 
next three months . ' 

O.K. Anybody want to say anything? 

{Mr. ~bite left the conference for a 
phone call. ) 

I have got one minor correction. Near the 
bottom where i t starts the sentence, "In 
view of this enlarged orogram,"I would 
change the sentence to, 'I do not believe 
tha t it would be advisable to finance this 
larr:e program to be issued . " The way it 
is now, there is a slight inti~tion ~hat 
it was all right to f i nance thlS preVlously 
all to short-term obligation. 

That is what he said, that that was the 
whole theory of the last bill, wasn't it? 
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It was all right. 

Well, ~by repeat it again<~ t would just 
throw 1t out for what it is worth. 

243 

t~at we are trying to do is to explain to 
the committee the difference between what we 
are now asking for and what we asked for last 
spring . 

Why we are changing our posi tion. 

Why we are changing our posi tion, and Jerrr 
Cooper says that ia Tery t.portant. 

Oh, that is all r ight. 

But we can work that out. 

Yes . 

All right ? 

Yes. 

"I am therefore appearine before you today 
i n support of H. R. " 

2653. 

"which provides fore llmination of the t~arti t ion 
in the a~bt limit, rai ses t he debt limit to 
$65,000, 000,000, provides great er flexibility 
in our f inancing operat ions, and provides that 
the income from all future issues of Govel'Illllent 
securities, both di rect and indi rect, be subject 
to all Federal taxes." 

I don ' t like "both direct and ind i rect. • That 
means to coTer agencies, doesn ' t it? 

Guaranteed obligations are indirect . Indireot 
are --
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Foley: 
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Foley: 

H.!' . Jr : 
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Guaranteed . 

Regular obligations . 

(Mr. Whi t e returned to conference . ) 

How is Ernest'? (_"'..A 14- G'\,..-ct:<- 0 1 1 

He is all right. He said he couldn't comd 
today because no planes are running, but 
he will be glad to look at anything later 
on when he comes through ; and he will stop. 
I thought we might send him some of the 
stuff on the malarial situation. 

Sure, send it t o hi m. The other thing he 
might look into, I ~ish he would look into 
the traffic situation on the Irawadi River, 
why they don't use it more, you see. 

That is what Chen did . 

244 

Yes, but I don't know whether he got anywhere. 
f!hy don ' t they use that more? 

He went down there to l ook at it himself, 
and he got malaria down there . That is where 
he got his sickness. 

The reason is that the rai l way from Rangoon 
up to Lashio, wherever i t goes , is owned by 
the State of Burma, and they don ' t l ike to 
use the r iver boats because there is too 
much competition and 1 understand there 
are two thousand ton boats who can go up 
within 150 miles of the back door of China 
and they could handle the bulk of the freight; 
but there is some graft or some si t uation 
there which keeps them from using i t, and 
they could use a mass of this freight up 
the river. Those boats, they say, are two 
thousand tons , and they go up within 150 
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miles o! tbe back door, and there is a 
road that rune from the head o! the 
navigable waters right into China. There 
is something tunny, wh7 they don't do it, 
Malaria is not the answer. It is political 
graft . All right , Dan9 ' 

I think the debt limit raise ought to be 
!irst in that clause, which raises the 
debt limit to 65 bi llion, and provides for 
the elimination, and so forth. 

This isn' t like that thing this morning 
where every word had to be looked at , 

"Because o! rapid changes in world conditions , 
our contemplated National Defense program, 
according to the 194~ Budget just submitted, 
has now been increased until lt aggregates 
approximately $28, 500,000,000 in appropriations , 
contract authoriutions, and recommendat ions . " 

Now, what do you mean, "recommendations~? 

That means the estimates included in the 
Budget, which are not yet either a~propriations 
or contract authorizations. That 1s what 
they call them. It is what the President 
called them in his Budget statement. 

I asked the same question. I wonder if it 
wouldn't be well to say "Budget recocmendations• 
and save another question. 

I was trying to avoid another question. 

As l ong as I know what the answer is. 

"The estimated expenditure pro~rams included 
in t hh Budget would result -- Ylell , Dan, 
I woul d llke to just make a note, to explain 
what that ~ and a half billion is . 
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I can have it to you just as it is in the 
Budget. I haven't the breakdown b7 
authorizations . 

Just the way it is in the Budget. Then I 
can st udy it, you see . 

"The estimated expenditure ~rogre included 
in this Budget will result 1n combined 
deficits for the fi scal years 194! and 194~ 
of more than tls,ooo,ooo,ooo. • 

That is if they put through the measure. 

That is right . 

246 

That i.s also exclusive of any aid to Britain. 

You mentioned that somewhere . 

Nine one year and six another. 

"In view of this enlarge progre, I do not 
believe that i t would be advisable to under­
take to finance it through the issuance of 
short- term securities and their retirement 
out of ear~~~&rked taxes within a specified 
period as contemplated in the firs t Revenue 
Act of 1940, • . 
Would you want to make a slight change here? 

I lllll going to read through the whole thing. 
T am not going to do words now. 

Well, it is more thiD words, it is policy. 

Well, what h it? 

Vlell , will we have another chance at it• 

. - t-. 
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Let ae read it onoe. I baTen't aeen thla. 
Let • read thll thing. Thh hn't the 
last ohanoe. I .. an, it ia -r tirat 
reading. 

"VoreoTer, ahort-tera aeouritiea would tor 
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the 1101t part be purohaaed b7 banb rnultiag 
in a turtber inflation of deposita. It la 
highlT deairable to aToid suob inflation 
as .ncb as poss ible and to so .. extent this 
can be acco~liahed b7 iaauiDg long-tera 
obligation• attractiTe to permanent iDTestora 
outside ot the banking sr.tea. It aeeaa clear, 
therefore, that the proT alone of law authorialag 
the iuuance of $4,000,000,000 of ahort-hra · 
public debt obligat ions and their retireaent 
within tiTe 7ears out ot ear.arked taxea 
should be rep•aled. " 

I don't think that all that argument is 
oonclusiTe as to whJ the tour billion should 
be repealed, Dan . 

Not strong enongb' 

Well, it doean't aell i t to ae. 

All right. We will put in 10..thlng 
different, then. 

Inoidentall7, Walter Stewart will be here 
at nine o'clock toaorrow just to help on 
this, Ju•t to do this. I haTe a1ked h1a 
to oome down. 

Good. 

"The detloit figures Juat giTen also olearl7 
indicate that the pural debt liaita~ion 
ot $45, 000,000,000 .aat be inoreaaed. 
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That, if JOU don't mind ., aa7ing it - I 
mean, it 1a the whole thing and then it 
kind of patara out and JOU aort of aa7 
out of the aide of JOUr mouth, "Oh 1ea, 
and b7 the W&J we are going to have to 
increase it 45 billion.• 

Well, that ia in line with what the President 
said, no reoom.endation and it is Congress' 
problea. I lii.d in there, "I atrongl7 
reooaaend, " but the7 took it out and put 
it thh ..,. 

All right . I don' t like it. 

Well, I like it the other W&J better, too. 

"It would appear adTlaable to increase thia 
llal t to an uount sufficient to enable the 
Treaau·ry to 1111et all of 1 te financing require­
ments for the next two flecal 7ears ending 
June 30, 1942. I belieTe that the aaount 
fixed in t~e bill before 70u is aaple for 
this purpose.• 

That isn't a reco ... ndation. It is just 
an agreeaent to soaething that Congress 
has done. 

"This brings - to another utter of ntal 
importance in connection with the financing 
of the National Defense prograa, and that 
is the tax exeaptlon features of the debt 
obligations issued b7 the Federal Government 
and ite agencies . " 

I told 70u I didn't like that . 

"I told 70u laat 7ear that if it were within 
aJ rower , I would iaaue National Defense aeries 
obl gationa aubjaot to all Federal taxaa. 
The discretionary authorit7 of the Treaaury 

. . ~ 
.. 

. " 
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to issue securities subject to all Federal 
is confined to Treaaur7 notes with a maturit7 
ot from one to tin 1•ars. b to all other 
types ot Government aeouritiea, the law 
itlelt definitel7 fixes the eseaptiona troa 
taxation, and there is no discretionarr 
authorit7 in an7 executhe otrice --" 

Otricer, 

" ••• •• officer ot the Government to varr 
these exemptions . Ordinaril7 the Treasury 
would baTt raised in December, 1940, a 
substantial amount ot addi tional cash and 
it would have carried out its usual pr ogram 
ot refunding, three months in advance, the 
obligations aggregating $1,220,000,000 that 
mature on Marc& 15, 1941. The mone7 market 
at that time afforded the Treaeur7 an excellent 
opportunit7 to refund the l arge maturitiee 
and raise the additional caeh needed largel7 
through the sale or long-term bonds.• 

Now, I would sa7 here, "However, after con­
sultation with the leaders in the Senate and 
the House . " 

Well, I didn't know how much 70u eould put 
this decision on them. 

Well, I did have it. 

You see, what I tried to sa7 here is JOU 
made up 7our own mind and then consulted 
them, and the7 thought it was all right . 

Did 70u sa7 that? 

Yes. 
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"However, aft er consultation with the leaders 
in the Senate and the House, it seemed to me 
highly desirable that the Treasury make no 
further offers of long-term t ax-exempt secutities 
unt i l the Congress hao had an opportunity to 
consider the quest ion again i n the li~ht of the 
huge defense financing progr am beforeous . 1 
decided, therefore, to defer our refundln& 
program and to meet our i~ediate cash requi re­
ments throuvh the sale of short- term notes, 
the income 1rom which is subject to all 
Federal taxes, in order to give this Congress 
an orportunity t o consider the question or 
eliminating tax- exemptions from Federal 
securities . " 

Are they liable to ask you at this point 
could you have refunded those i ssues and 
saved money with the interest rates lower, 
and if your answer to that is yes --

Well, my answer is "How the hell did I know 
that the Federal Reserve System was coming 
out with that blast on the first of January? 
How did I know that Winthrop Aldrich was 
going to take them all into campq" Are you 
satisfied" 

That is a good answer. 

It Muld be a good answer if you would make 
it, bu t I doubt whether you will make it. 

I will bet you another bot tle of cham~aigne 
t hat I will make it, leaving out \',inthrop 
Aldrich· but I will certainly say, "How did 
I know?& Uaybe the Federal Reserve knew 
because they sold about 75 million dollars 
worth of bonds before they made the statement , 
which is true. Isn ' t that right? 
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Yes . 

I didn't know that . 

~ure they did, and the boy that got into 
the Chase National Bank stock, one of 
these days I am going to find out who 
bought that stock, too . Am I not riRht~ 
Jus t before that they sold about 75 ~illion 
didn ' t they? ' 

Somewhere in that neighborhood . They sold 
quite a few bonds. 

Give me the f igure, how much durin~ the 
month of December did they sell~ I want 
to know. The t rouble is Harris, be i s so 
damn innocent and he trusts everybody. 

The way it imnlies here is , you felt it 
was an excellent opportuni ty at t hat time. 

I did. 

Then you were afraid it mi~ht not be reneated. 
Then you didn ' t antici pate they were going 
to make that statement, but you ~bought --

What I am trying t o say is tha t I deferred 
my refunding and raisin~ of my lerge cash 
through the issuance ot bonds, because I 
wanted to give Lon"ress an onnortunity to 
eliminate the tax lealure . 

I should be inclined to say ju~t that . 

Everything was fnvorable but jus t one thing . 

You fellows can hash that out . I wouldn 't 
say "I believe. ' I would say, "The program 
expi ained to them met •l th the ir hearty 
approval." I would leave of f , "I believe. " 
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I think it did , bu t 1 oicn ' t kno~ hor. far 
;1ou wanted to I!O . 

Pat Ea n i son sai ci a counl~ 'Jf t \1'\es 'twas 
the best ~eet in~ he ever had had . 

'The lll'Ogrrun exnlolneo to them met >:ith t hei r 
heart: annt•ova l "" 

Yes . :''on, I :•Oitld like YOU to sat• SO:nPthin~ 
here, r~~ . that Jessr cailec ~e . ~ot onl" 
~or t he ':'reas'lr.V , but v.e have -ot to t o:-!-ow 
for the F.!C. 

I have .-ot th'1t in the ln:;t nar~~ranh . 

Coul{. you rereat lh'1t a~e nut it in t~ere" 

Yes . 7here ls a rerelltion on this ver~ 
thin!:" . 

Th'1 t is atl r ir-h t . The !;cw York Tril'une 
ua ve us a l eft handed c~m~l irr.ent . P.e is 
alad we saw the li ,ht and so fot•t b , ~od~y , 
as a result ot th ' s Hll . iie r e'1d the 
H ]1 end he liked i t . ':'he na:~e r.o.s "'~no el's . 
!:e is finenc!~l er!!tor o~ !he -r• tur:e . 
~~ writes !(one a.,_· ::corn · !"- . 

[o I s~ea'< of r.Jysel~ , as I ll ":v .. the ~ecre'117 
cont rol over the ~,oun l of snvi~-~ ~~:.e-n 

Or 'Roul<l I say to "!ve .,.e , o r ":ve the :' renslr::" 

Tr eaSUI'Y , I shout~ t hinJ.: . :. · ther t he 
' K th ~ Secr etary of the • reasur~· cr e re11su ry . 

T think that is all r 1 ~ht . 

Then I wo•Jlc ss.~· to c;i ve the ~ re~s·; ry · 

To ~iv e the Treasur~~ 
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Yes . Somebody open that l ast window, 
please . It is a little stuffy in here . 

There are two of them there . 

Yes . 

Yes . 

Now, you know Ode~arde is comin? in with 
a statement . 

So Ferdi e just told me . 
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He will be in tomorrow mornin~ , and he is ~oin; 
to tal k t o Milton about i t in the mornin?, 

Good . 

At breakfast . 

He might go over the whole statement . 

<;lh,' I am anxious to have him do it . 

· You wanted about 500 words on the savings 
business, t he campai ~n~ 

Well , not to exceed that . 

Yes . 

I think this is a very good statement , tan, 
I think it is very Mrkmanlike . !low, whitt 
do you want to do, go into your office and 
have a wrangl e with these fellows? 

tf they are willing. Did you notice the last 
paragra~h where RFC was mentioned? 
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" .' ' . Jr : Yes . 

r~11 : 

rcn : 

li.' ' . . Tr : 

'' . " . Jr : 

;: , ! . l l' : 

11 ." .Jr : 

Just before you fello11s "0 , I have hero 
this thin!!' wh ich I thou~tht I was goi.n!' 
toRe' Saturday , a lelt~r from the Pres ident 
on - ?entlemen , that is ~oiled rlo~~ olenty, 
isn ' t it -have yoll seen this" • 

1 haven't seen this last draft , have I" 

o\ cony was sent arl)•md thi• oornin<' . - llere 
~as no chanve excent In t11o ~are~ranhs . 

'."ell, c i rcuhte it an~ I y,on't ro•her you 
fello"s with it un t i l th is is con~ . 'ben 
this is done , I Y:i ll rother ~·ou .:ith thi s 
letter . ~ow is th~t~ 

Did you pet my r last on my reco1•d about 
~et t;n~ torether on the stocks" 

I sur e did . 

It was ver7 funn;.o . J.rc you sneakinr- no11 
of S•-:iss sec•Jrit ies" 

~id you (Pell ) see the memo" 

Yes . 

rid you see it" 

Yes, I saw it . ··!' have o. :nan ~ollowin~ it 
and he has his instruct ionz to kee~ me 
informed and he does keen me i nformed ~nd 
he did send me a memorRndum 17!'idfly sa:nn" 
that t he ~wi ss - I had it on my desk . 

~bo t old Paoa~ It didn 't get to Pa?a · 
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v.ell , \',e just didn ' t have an oppor tunity 
There are a lo t of 1hin~s l ike that that ' 
we don ' t knov1 1·.hethPr to bot her vou about 
and this is •hat ~e s t arted to d~ . ' 

! don ' t know v.here it belon~s , !larry, I 
don ' t kno;; just 1·.hore it te!on~s . 

··ell , it unsuestionably belon~s ?itl: us 
because we have hee~ follo~in~ it. 

1 thou;rht it beloR?:ed to !.'erle . He usee 
to feed yo~_a lot. of memoranda evrry evenin& 
ind you s1na to hu: one cla!'• "I:on •t -ive 
:r.e any r.~or·e until I tell y~u to . " Ori!inarily 
you v:ould have got ten this in this ;;roup . 

Harry ' s shop r uts it toce tr.er . 

':.e put it together. 

' .. here I differ is a little bit 1·;ith ":erle -
I t.ave had this discussion with him. Let 
me exolain a little bit more . You see , 
this is whst ha~nened . . cdnesn9y or Thurscn;· 
ni~ht late , '.'erle sends :ne a me:r.oranoum, ·•r. ; rrorcl 
thinks that the :n~rke t is a little so~!:Y • thPy 
can ' t take any more securities , " anc 1 ~et it 
late at ni~ht and I think it over and this 
is .. ednescav ni r-ht anci Mtchin;; it and havin: 
checked it, ' I sense It too . So 1 tell him 
•o sto~ for a cou• lc of de:·s . . . 
,,ow, then Fr:C9~' or 'e.turda.~· , so:r.ei:oCy seid 
somrthin- an~ t said , ••ake q l ook enc see 
whst ti:e .>11iss 'l'e <' oin~ . · · ~l oloody tol d :ne a 
thin~ . Just e stab . And rv ·olly if all 
v.eek~thev ha•Jen't lecn the heaviest sellers . 
"erle sa~'s they can oo thi s , rut .. [ dlln ' t , 
th ink - mP.yre I "Jr. 'l.ror:" - . t~~t .. erle i:a. 
~ot ti:r.e enou~h cr thr tr~\ntn t hst lie can 
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sense ~hen is a good time and when is a 
bad time for the British to sell . It gets 
down to a question of mnrket sense , you 
see, and that is the thing and I just wondered 
if these English figures which I have shown 
to nobody, you see - if anybody is to blame, 
I am not to hlame for what they do each day -
-.rhether somebody should be there to hel'O ' 
¥.e rle or whether i t should be Purcell or 
somethin~ , Can . I wanted to e~la in it 
more to you. Do you aee what I mean~ 

Yes . 

Now, the SEC are worr ied because they 
wrote me a letter which I told them to 
bring to your attention about denress i ng 
the market , and I wo.~ ld like to sit d01m 
and talk this over with Jerome Frank because 
I think it is important enough that the 
very best man t hat the Government can have 
shoul d be hired t o do nothing but just 
watch this thine on an hourly basis the 
way we used to. I used to watch it and 
when I was in FardCredit, I ~atched wheat; 
and I don't think Merle has got the time or 
the training . 

I don't think ~erle can watch the market. 
V.hatever he would get on the market would 
have to come from SEC . 

4nd the thina that is going through my mind, 
if Jerome Frank - ~ecause he \s worried, 
he has wri tten me , "Say all r ight , if you 
would let me have everything, " whi ch ,You . 
haven' t"- and of course , up to now, 1n t h1s 
room, .Terome has told me he didn't wan~ it 
because he couldn ' t ~uarantee to keep 1t 
secret. 
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He said, 'Don't let me have i t. • He sav8 , 
"I c•n' t gu t t I 1 • ~ aran ee o you wi 1 keep it 
secret . " 

~ell, we have been collecting the figures 
but we certainly are not qualified to 
follow the market , and I don't think it 
is Treasury business. 

Harry, it is Treasury business to advise 
Mr . Gifford. 

Well, it may be Treasu~ business to advise 
him, but if so the Treasury ought to get 
i t from the SEC . 

That is the whole point of my story. That 
is the voint of my story. I think it is 

· sEC bus1ness, but up to now Jerome Frank 
hasn't been wi lling to take it. 

I t may be SEC responsibility to give them 
the r ed light , tell them when to stop. 
Beyond that, I think they ought to go 
carefully merely in protection of the 
American markets , but I doubt whether 
they can go further tban that. 
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I am just illustrating this thing. One of 
these days, somebody, Martin Dies ·o~ some­
bodl, is going to get hold of this whole 
bus ness in Foreign Funds. Friday or Saturday 
I got two cables, one describing how they 
are taking - the Germans are taking the ir 
money out of safe deposit boxes and taking 
it to their hotels in New York, and then comes 
a cable from Vichy signed by Leehy, how they 
have given them unt i l the 31st of January 
and they are going to forcibly open safety 
deposit boxes in occupied France, the Germans 
are, and break into the look boxes, and here we 
are mealy-mouthed and afraid to just - to freeze 
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funds , and while we are standing around 
here , these fellows are takin~ satchel 
fulls and sending them down to South 
America or their hotel room or someplace. 

Well, while we are on that , there is an 
editor i al in the Tribune this morning 
saying that these feeble efforts of the 
Treasury and these other agencies to 
coordinate these matters in connection 
with economic defence ought to be brought 
to a bead and there ought to be set uo 
in the Office of Production Management an 
economic control agency that would handle 
all of these things . 
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Now, that editorial is geared to the 
oroposal of Colonel lt.axwell to take all 
of this stuff out of the Treasury. I 
onl y want to say this, that with the 
~tate Department the way it is , we have 
got to be awfully careful that they don ' t 
stick that Execut i ve Order setting up 
everything and taking away our freeze 
control and our powers away from us and 
giving it to the Office of Production 
Management, that they don't stick that 
in front of the President and the President 
sign it . 

I think the whole fi ght outht to be 
reopened. 

By God, that is where the State Department 
is l iable to ~o desoite us. 

I think it ought to be reooened and refought 
from where we started with the original 
order which the President almoit signed. 
Instead of givinR in as much as we have, I 
think we ought t~ begin from there . 
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I don't agree that toe ought to start noY. 
and fight it all over again. I think it' 
is just as well to let the thing sillllller 
a bit , but I do think, Harry , that there 
ought to be a caveat thrown up so that 
that damn order doesn ' t get signed whi le 
we are fooling arounc 11 lth our own order. 

That order was alv.ays misinterpreted . It 
!ery d~finit~ly.left con~rol of the policy 
1n an 1nner ~abtnet comm1ttee in ~hich the 
~tate Department could have been chairman . 
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No, no, Harry, it is even better t hen that. 
They have got arsolute veto ~or.er . 1hey 
con't have to be chairman . · 

Originally. The way It was originally, 
there wasn't any necessity to recede from 
it one iota, because we weren't tgking away 
from their power. 

We haven ' t receded from it, and the order 
we have nov; is just as good as the original 
order . There is danger that this ~~axv1ell 
order may get signed, and this editorial in 
the Tribune today is a t i~ -off on where that 

.. thin:; ma7 go anc 1 think the ->tate Lepartment 
is spiteful enou!,ih to thr?w its 11ei;;~! ~hat u y 
just to keep us rrom &etttn; that aCo l tlonal 
pO!'Ier. 

But I don't th ink it is a ouest ion of them. 
I think they are vulnerable Ylhen the 
situation is brought out in i ts proper 
light . 

Did you see the editorial, /f. r . Secreter;? 

No. O.K., gents . 

On this Swiss, there isn't anything we can 
do about it" 
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No, but I thought you could get a little 
meeting and when we catch our breath, we 
will have Jerome Frank come over and talk 

· to us; but I wanted to explain to you, 

T got your memorandum. 

O.K. But t don't agree with you - I don't 
think we have anybody in the Treasury who 
has good enough market sense . 

No, not when it comes to maki ng decisions 
as to when you should stop and begin . 

V,i.th all undue modesty, wi th the exceotion 
of myself, and I haven't got the time, 
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r:hen I .;"P.-st e.p:-eored before you last spr int; 

at tho tl~e the Pevenne bH1 of Lt.i.J \'las under 

consideration , the Na~1ona1 Defen3e procr~m then 

before Con_ ress \·;as less than ::A-, 000, 000, 000 . 

I told you t hat on the basts or that progr~ the 

balance or the borrowing authority under the 

cenera l debt l iJ!!l tatton ot $45, 000, 000,000 would 

be corr.p1etely ex11austed and the v:orkin~· bal ance 

ot the Treasury ·.:ould be danGerously de;: l eted 

e::rly ln !:!1e calendar yeZl' 1941. In v l ew of 

tl11s 3i tuc.t1on , Cont.ress p:-ov1ded 1n the first 

Revenue l•ct of 1940 for the tssu&nce of not ::-ore 

than ~4 000 000 000 of short- term ohl1gat1ons to ~ ' , , 

r aise funds to finance the J:attonal Defense 

:~'Pend 1 tures . 
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The same Act provided add1t1onal ttxes, cost or 

which were int ended t o be used to retir e w1 th!n 

1'1ve year s any defense obll eat!ons tssued under 

th!S author ity . As I r eported to you, the 

prov1s1ons or· the b!ll then pending before 

your Committee wer e sutf1c1ent to r.1eet tte 

situation as 1t existed at that tin~ . 

The balance or borrowing author i ty on 

January 11 1941 1 was $E'87, 000 1 000 under the 

general llml tation , e.nd $2 1 764 1 000, 000 under 
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tte National Defense lim!tetton . These co~b!ned 

balances provide the Tr easury v11 th borrowi ng 

au thor ity su1'f1c1ent only for the next t hr ee months . 
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I am therefore appear i ng before you tod~y 1n 

S'..l:>:·ort or H. R. _ ___ , whl ch provides 

tor t he eli~inat ion or the part1t1on in 

the debt lirui t, raises the debt l1~1t to 

S€5, 000 , 000, 000, provi des greater !lex!bil1ty 

1n our financing operations , and ?roviaes that 

the 1ncone from all future i ssues of Gover nment 

securlt!es , both direct and indirect, be 

ubject to all Federal taxes . 
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Dece.use of r <:pid chan_es 'n world con<'1t1ons , 

our con terr.pla ted Nat. tonal Defense prot., r<.rr. , accor ding 

to the 1942 Budget Just subM1ttod, has now been 

•ncreased unt1l 1t ~cregates c.p, rox1·· Etely 

$2e, SOO, OOO, OOO i n appropr!Ltlons , contr~ct 

aJthorl zatlons , and recoJ!IJ•:endat!ons . The 

estlmated expend! ture pro.:;r a!ns lncluded in t his 

Budget will result ln combined def1c1 ts .Cor the 

I! seal ::ears 1941 end 1942. or rr.ore then 

$15, 000, 000, 000. In view or this enlar c:ed ;>ro[ren, 

I do not believe that ! t would be advl sable to 

ut~ertake to f i nance lt throu{h t he Issuance 

o1' short- term sec uri ties and their retl rerr.ent out 

or ean narked tax:3s \'iithln v. spec lf1ed period as 

contemplated 1n t he .arst :1evenue Act or 1940. 
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1 oreover, s~,ort-term secur1 t!es v:ould fo r t h .e 

- ost part be purchased by banl~s resulting 1n a 

further infl ation of deposits . It ts highly 

desirable to avoid such inflation &s much as 

possible and to some extent t his can be 

acco~plished by issuinc lon( -term oblit et1ons 

<.ttracttve to pc:r.:-anent investors outside , r the 

hnnk!ng system . It seems clear, therefore , that 

the provisions of law authorizlnL the issuance or 

S4,000, 000, 000 of short- tenr. public <~ ebt 

o"t-ltc.attons and their retirement \"li thin five 

:1ears out of ear.r.erl:ed tt.X<'S should be re~eeled . 
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T~e defiCit fi bures just Given also cl eurly indicate 

t hat the gener <'l debt limitation or $45, 000, 000, 000 

rnus t be 1 nc r-eased • 

.. 
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It woul d appear advisable to increase t his 

11r t t to an amount sufficient to enable the 

Treasury to meet all of 1ta 1'1nancing re­

quirements for t he next two f1scal years ending 

June 30, 1942 , I believe t hat the ~ount fixed 

in the bill before you 1s ampl e for this 

purpose . 

This br tngs me to another matter or v1 tal 

1~portance in connection ~il th t he rtnanc!ng of 

the Xatlonal Defense pro.,rar , and that is the 
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tax exempt ion features of the debt obl1~at1ons 

tssued by the Feder~l Government and 1ts a;:;encies . 
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I told you last year that 1t it were t11th1n my 

pO'.'Ier, I wo tld issue National Defense sertes 

obligations subject to all Federal taxes . 

The discretionary authority or the Treasury to 

tssue securities subject to all Federal taxes is 

confined to Treasury notes with a ~aturity or 

from one to five 'years . As to all other types 

or Government securit ies , the law itself 

definitely fixes the exemptions from taxatto~ 

and there is no discretionar y authority in 

any executive off ice or the Government to vary 

these exemptions . 
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Ord1nar1ly, the Treasury would have raised 

in December 1940 a substantial amount ot 

additional cash and 1 t \'IOUld have carried out 

its usual progr am or refunding, three months 

1n advance, the obligations acgregatlng 

$1,220,000, 000 that mature on A~rch 15, 1941 . 

The money market at that tlme afforded t he 

Treasury an excellent opportunity to refund 

the large maturities and raise the additional 

cash needed largely through t he sale ot 

long- tenn bonds . 
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However , anticipating t hat the Congress woul d 

ccnsider the question of tax exemptions 1n this 

se~sion , it seemed to me hl~hly desirable that 

t lle Tre&sury cake no furt her otters ot long- tern 

tax-exempt securities unti l the Concress had had 

&n opportuni ty to consider the Quest ion &gatn in 
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the light of the huge defense !inanc1n£ probram 

before us . I decided , therefore , to deter our 

retundln& pro&r~ and to meet our i mMediate cash 

requlre~ents throU[h the sale ot short-term notes , 

the :nco~e from which iS subject to all ?ederal 

taxes , in order t o bive this Concress en opportunity 

to consider the question or eliminatinG tax-exemp­

t 1one from Federal securities . 
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I conferred with some members or both the 

ways and ~leans Committee or the House and the 

Finance Committee or the Senate and explained 

to them what I had in mind and that in taking 

these steps it was my hope that Congress would 

promptly enact legislation llhlch vrould provide 

that the income rrom all tuture 1ssues or 

securities or the Federal Government or any or 
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its agencies be made subject to all Federal taxes . 

I bel i eve that the program exp~a1ned to them met 

with their hearty approval . I &m sure this 

Committee appreciates the i~rtance or prompt 

act ion 1n this connection so that the Treasury can 

take steps to rerund the large uarch 15 maturities 

in advance or that date . 
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Sec t ion 2 or H. R. __ amoncts section 21 or 

tte Second Liber ty Bond Act , as nrronded, so as 

to l11roi t the fr.ce arount or put>l1c debt obl1&<:t1ons 

1sm:ed under t r.e authority or t hat Act to an cr.ount 

not to exceed i n the acgra[ate ~cs,ooo,ooo,ooo 

outstanding at ~Y one t1~e . 'fh1s a~endmcnt as 

writ ten 1'1111 repeal sect ion 2l(b) of that Act wh1Ch 

bUt ho1·1zes the i ssuance of ~4,000 , 000 ,000 face 

arount or National Defense notes . As previously 

expl a:ned, t his increased 111! 1 tatlon r:111 Cl1•ply 

cover the Treasury's present ant1c1ptted f1n<:nc1ng 

reou1re~ents fo r the current and ensuin~ fi scal 

years . 
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Section 3 2J!.ends section ~ or t r.e Second 

Lt l'e r t:t Bond Act so os to broaden t he author ity 

unc'or \'/h tch United Stntes scvt nr s f-onds r.re 

i ssued , in or der , fi rst , t hat t he Tre~sury r:ay 

1 ss:le such t onds ~:1 th r::e.tur1ti es up to t·;;enty 

·•ear s ; second, t hat 1 t n:ay · :::sue Tre;::sury s::\·tn,:s 

cert: rtca tes wl th r.:c. turi ties up to ten ye&rs, and, 

thi rd , to r 1ve t he Secr etarj' control over the 

e>J"ount or new 1 s sues or Savl n~o s bonds and of. 

cert1!1Cf•t es which ~::• y te held e t any one ti!'".e by 
·. 

cny one person . I n a n<i ! t !on, t:. ts sect tor. ·::oul d 

r.u t.tor1ze t t".e Secret ary to !~s:te st<:J ps or ;>1'0\:de 

othor r.etns t o evidence pc::: entc for ...>c•vtn._s 

bonds and s&vt ngs cer t ! ftC ( tos , end to prcvtcle 

f or t he exchange of savtnzs cert1!1cates for 

Sevtngs Bonds . 
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Th1s v.ould perm! t the Secretary or the Treosury 

to carry on a program somer1hat s1m1le.r to the war 

savings and Treasury savin8S certificates programs 

during the World Vlar , pro gran's which provided means 

for popular partici pation in the financing or that 

war t hrough saving small amounts, end at t he same 
• 

titre were very effective in raising substantial 

amounts of funds directly f r om the i nvesting public . 

There is ample evidence of a real desire on the 

part of the Areerlcan people to do their part and 

the Treasury 1s most anxious to reach any individual 

Vlho des ires to invest his sav1n~ s , hov:ever sn:all , 

with the Government ror the purpose of helping to 

finance the defense program . 
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In thts connection , the Tr:liSllry intends t o 

orrer Ooven.ment securi ties or a charac ter ·::htch 

sho•·lct rac l.l!tate and encourage t hrif t and 

srv 1n::;s . I t !s rr.y hope t hat a substaiit!z.l ;;ert 

ot t he defense progr ezr for which 1·;e have to 

borro·:: funds CG.Il be rrnanced out or t he real 

savJn, s of the people . 
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The present l <'.w flxes the r. ax1n:ur.. o.r Savings 

!Jonds \':!11 ch an lnd 1V1dual r..ny <:CC1Ul re 1n any one 

'lear ct $10, 000 face anount . There !s no authority 

1n the Treasury to 1r.crease or decrec.se this !l!.:ount 

to rreet ct.ang1ng cond1t1ons . ~1s sect·cn proposes 

to 1 ve t he Secretary of the Tre~ sury the f •tthor! ty 

to ftx the ar.1ounts wl:!ch ray be he ld by any person 

f't rn;1 one t~Fe . I bel <: ve tl .t.t snch rlex1b1llty 

's r.os• ctestre.ble . 
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Jectton 4 or tte proposed bill provices ttat 

1.11 obl l t attons Issued af t er lts errect!vc ~rte 

by tt.e •rreasury or any acency or instr uwentall ty 

of the United States, sholl , as to both prtnc• ral 

~nd interest or other b~1n , te subject to all 

ta::es now or t.e::-eefter :n:posed by the ··n· ted Ztates . 

f.s you know, every edJr1n1strE:t!on tor the past 

twenty ;tears has r econl:" ended the complete 

oUr tne:. tion of tax-excrept secura~es . T~e bill 

nor: refore you pr oposes that t he i!n1ted States 

1overr~ent actually take the f!rst ste; to 

el!n.inate this ur:c!estreble feature r ro:'" cur 

!inane tnt: by prov1c 1n;: t h£.t all future Governrr.ent 

securities , whether issued by the Tr efsury under 

the authority or t he Second Liberty Lond Act , 
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f onC.'! ()f t ho ·rnl ted ::. t ctes unt;er r.utl:or It~· or 

<:n:' ot!.cr <.ct of :::on l' S:> , Fh' 11 be s~·c:ect to 

, 11 '•'cder<.l tG.::• s . Under t!.1:; htll , tJ.e O\'mers 

· c l !'l:-~t nee tl.e ;::resent . 1. t ': 1:r.1 Detenso or 

rn:· f'tturo pr o: rr-r: of tt·e !·'odort.1 ·.:over .. c.r.t . 

:Ject :tcn 5 of t :-:e : reposed 1:111 tcl'l"'im:. tes 

... ·c· , t',eref rc , .. ! : t t: ~.:ell : ~ 

·.:1 ~ · c: ted ~r::- t~e 3tf t·· te ~ ool·s . 'r'he et t 

~lll , ~111 then be £11 1ncDts1ve . 
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•t t l so ro~~~ls sectton :01 or Tttle II I or 

tho t'lrst Hevenue Act of 1&40, v;hich sets up a 

. pc:ct&l fund to ccnst st of ean•arved taxes for 

the rettrer.·ent of &ny obl1tLt1ons J.ssued under 

~he :lrttonal Defense debt 11:"1tr.tl.on or 

.;4, .00, 000, 000 . As previously pointed o·.tt , 

th1s sect~on constitutes an UJ1dest rcble restric-

tlon on put>lic debt f1nanctnc at a ttme v1hen the 

· reotest rreedo~ of action is es~ entlal . 

I urte its ell ·•m:.tton . 

Sect~on € conta!_ns tlie usutl s~tvtnc clruse 

to prot ect t l:e r~&hts or the hol der o or any 

o!· l 1i c:.t 1ons now out s t andinl; &nd flrot<!Y issued 

~m"'or the author ! t y of tt.e lws ar.rected b' t h:s b!ll . 
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I am sure the members or this Commi ttee 

appreciate t hat it will soon be necessary tor the 

Treasury to ra1se additional tunas for its own 

account and also !or t he Reconstruction Finance 

Corporation to meet expenditures under the enlarged 

National Defense progr2.1l' now under vra.v and that 

prompt passage of thi s measure w111 greatly 

tac ilitate the handl ing ot our problems . 
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Januar,y 27, 1941 

.-E~O:WIDUJ.f FOR THE SECRETARY' ::l DIARY 

On Thursday, January 23, at 3:30 p.m., Secretary 

Lor~:enthau and Ed Foley attended a meeting of t he Subcommittee 

of the Senate Committee on Foreign Relations called by Chair­

man George , i n the Committee Room in the Capitol. others 

yresent were Secretaries Hull, St imson and Knox, Senators 

Geor&e, Harrison, Connally, Johnson and La Follette. 

Senator George announced that the purpose of the meeting 

;.as to di scuss arrangements and procedures for the HearinGs 

before the full Committee on the Lease-Lend Bill rn1ich were to 

279 

commence on l~nday, January 27, at 10:00 a.m., in the Democratic 

Caucus !loom in the Senate Office Building. He suggested that 

Secretary Hull be the first witness, to be followed by Secretary 

:.:Or;;enthau, 

Senator George said that since the Senate iiearings were 

following so closely on the heels of the House Hearings, no 

new formal st atements were necessary and that the witnesses 

present themselves for questioning. Horrover, he thought time 

r:ould be saved by having each 11itness send down twenty or 

~Tenty-five copies of his f ormal statement to the House Committee 

so the Senate Committee members would have an opportunity to 
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peruse the s tatements prior to the opening of the Hearings 

on L~nday . Secretary MOrgenthau pointed out that he had 

submitted no formal statement to the House , Senator George 

said under those circumstances i t would not be necessary for 

him t o send anyt hing but be prepared to present his financial 

tables and data to the full Committee when he appears. 

Secretary Knox said that it was necessary for him to 

be in Chicago on 1/ednesday and 'l'hursdiiJ' , There was a dis­

cussion as t o nhether Secretary Knox would appear ahead of 

Secret ary Stimson on Tuesday so that he might keep his 

engagements , or appear after he returned on Friday, Senator 

George said he would leave it tentatively for Secretaries 

liull and lJorgentha\t to appear on JJondiiJ' and Knox and Stimson 

on ~esday . However, Senator George said i f there were delays 

it would be possible for Secretary Knox to keep his Chicago 

ensagement and appear when he returned, 

Senator Harrison asked if Secretary Jones had been called 

in the House , \'/hen he was told that Secretary Jones had not 

appeared as a vtitness before the House Committee , he made no 

fur ther suggestion, 

Senator George said he might want daily attendance of 

so:neone from each Departme.nt to sit as a consultant or adviser • 
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It was agreed that someone satisfactorr to Senator George 

~ould be designated from each Department. 
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Senator George asked Mr. Foley if he would have a radio 

address of about twenty to twenty-two minutes length prepared 

for him on the Bill. The Senator said he wanted to have a 

brief explanation of the Bill, a disouaaion of its constitu­

tionsl.ity, and a general 81liDID&rf of the policy and the &i.ma to 

be achieved by the Bill. Mr. Foley promised Senator George 

that such a speech would be prepared and be put in his banda 

early UOnday morning. 

The meeting broke up at 4:15 p.m. 
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B.M.Jr: 

Sa a 
RaJbUJ'n! 

B. M.Jr: 

R: 

B. II. Jr: 

R: 

B.M.Jr: 

R: 

B. II .Jr: 

R: 

B.M.Jr: 

R: 

B.II.Jr : 

R: 

B.M.Jr: 

R: 

H.M.Jr: 

R: 

B.II.Jr : 

R: 

H.M.Jr: 

R: 

Januar7 27, 1941 2B 
3:~• -~ '>.., .;v p.a. 

II:JO 

Oh- o- ol 

!bat wae oontiraed and, b7 the .. , (oloee that 
door ) ve l ett ott all ot the Foreign Attaire 
Co.aittll on the Republican dde but Martin 
and MoMar7 are goinc. I think that'• tor 
better, 

Oh tbat11 IVIll, 

!bat'• all right. II :JO. 

But I aa vented aa It 

Well, I expeot r ou. I don't know whether the 
bote doee or not but I expeot rou. 

Well, rou're ar bole on thie. 

(Laughter) All right , Benrr. 

And oan I bring ar aan Folert 

I think thlt would be a good idea. 

Don 1 t rou think eot 

Yee, indeed. 

Re ' e been helpful. 

y,., But I'a not going to bri n& tbil drattlng 
ee.nioe beoauu ther ' r• a l ittle bit too tar 
awar, JOU know, 

Yeh. You know I tirlt ueed to think that baYing 
Baa Ra7b~ tor Speaker tull ot pep and Yigor 
vae goodi I'• beginnin& to hl1'1 &7 doubte. 

What ' • the Mttert 

!oo auoh energJ. 

Mo (laughter ) not that. 

Whitt 

Mo, not that. I'• the la~ieet aan in tbit town. 
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R: 

H.li.Jr: 

R: 

H. N.Jr: 

- 2 -

Too auoh eae1'17 - too .aoh 4Jo1 Ye. 

I'• the la&1eet .. n 1a thie t own. Well , I'll 
Ill JOil. 
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I'• cotnc to oall JOU troa now on ., tla•e 41'1Ytr. 
(LaucbterJ AU r1pt. All r1pt, bn. 

I'll be there. 
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H.M. Jr : 

Va. B. 
Knud1en; 

H. M.Jr: 

1: 

H.M.Jr: 

lt: 

H.M. Jr : 

1: 

H.M.Jr: 

1: 

H.M.Jr : 

1: 

H.!!. Jr: 

l : 

H.M.Jr: 

(: 

H. M.Jr: 

Hello. 

'l'hie 11 8111. 

'l'hia 1e Henr7. 

Januar7 27, 19~1 
}: 50 p.a 

Ba7, aa7be I'm getting a little bit too 
anxious to get 10111 ot tbie atutt atarted. 

Yu. 

There are 1956 Britiah planea on that liet. 
See? 

Yeah. 

Can JOU produce t he t unde t or thea? 

Well, I ha?en't got it i n •1 ?tit pocket, 
Bill, but I'd be gl ad to take a look. 

un-huh. 

1956. 

Suppoeing I gi?e thea to JOU over the phone 
here. 

All right , aboot . 

Lockheed Hud1on 
Lockheed 37 
Xartin - Baltiaore 
Vul. tee d1Ye boaber 

Total 

Total ot planea, 1956. 
planee are the1et 

'1'he7're Briti1h. 

llh-huh. 

6oo 

~n 
360 

1,956 
Well, vbat tTPI ot 
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!I.M.Jr: 

!(: 

H.I!.Jr : 

(: 

H. M.Jr : 

1:: 

H. I!. Jr : 

K: 

H.M.Jr: 

It: 

R.M.Jr: 

l: 

H.M.Jr: 

l: 

H.M.Jr: 

- 2 -

Beef 
You know, we 're working with Jonea, and 
then MoCloy and Jonee and I ••••• 

Well, now, Bill let me aak you tb1a. 
Reae•ber there wae a tootnote on tbat liat -
tJOO million tor plant expansion. Do theee 
1956 need an7 additional plante? 

No, air. 

Tbe7 do not . 

No, air. 

I eee. In other worda they go with 
existing planta. 

Correct. 

Un-hub. Well, you 're putting up eoaetbing 
bard to me Bill. 
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(Laugba). Wel l, I thought it I oould gat 
them on order I could get the motor• on 
order. Bee? We tiddle around and talk and 
the tirst thing you know we're going to run 
out ot aoap. (L8ugha). Not only out ot do~ 
but out ot eoap. 

What do you ••an b7 tbat? 

I •ean it I don ' t get theee tbinge i n order 
and get the aater1ala going, eee, aw&J back, 
then t hey are liable to ao• e day •i•• the 
boat. Bee? 

I eee. 

So it I can get t hie 1956 - they're Br1t1eh 
plane• and I can 't get the Americans to buy 
the•. aee? 

Yeah. 

But it I could let the Brit1eh place them, 
eee7 

And you don' t need any additional oapacity7 
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K: 

H.M.Jr: 

K: 

H.M.Jr: 

(: 

H.K.Jr: 

(: 

H.K.Jr: 

- ' -
llo, there are not &1\J planu oonneoted w1 tb 
the ... 

I eee. Well, I'Te done aore dlftloult 
thing• than tbet. 

(Laughe ). Well, I thought I 'd put lt up 
tO JOU, eee. 

Well, that'• fair enough. 

It lt oan't be done, lt can't be done and 
th.en I wait. 

Well, ooaing troa JOU I ' ll d.o tbe beet I 
oan. 

fbanlt JOU, air, 

!hank JOU, Bill. 
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January 27, 1941 
4: 20 p.m. 

RF. P.RTTTSH PURCHASING ProGRAM 

Dresent: 

l>urvl s : 

!i . ~· . Jr: 

Youn£ : 

1!.1/.Jr: 

Younr, : 

Purv:i s : 

Younr : 

~ll'V i S : 

Mr. Young 
Mr. Purvis 

~nat delivery is there? 

It doesn't say anything about delivery. 
He goes ri~ht along here. As I said 

"Are these englt3h t ype;' and he said,' "Yes . " 

That is r ight. They are on this list. 

The English type . A.re they on that list~ 

Yes . 

One hundred 79 mllli.on. 

They are l i sted here i n detai l, the same 
f igures exactly. 

That means that i t i s a quest ion of getti ng 
the money by the sale of the ~roperty 
facilities to Jesse Jones. \',e have been 
trying to get Jones to accept a letter of 
intention on t he part of our Government to 
see it thro~h, but so far I understood up 
to this morn1ng that he has definitely 
said no. I had intended to r ing him up and 
ask him whether I could come along and see 
him, but McCloy t old me that . 

28? 
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1: : .· .. Tr: 

ii .' . Jr : 

"urvl s : 

;: . '' . J r: 

"urv l s : 

'i ." . .Tr : 

"urvis : 

1' . ' , • • Tr: 

4arvis : 
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~·en, let n:e throw this back in your l ap, 
and you might talk it over wtth .>i r Frederi ck 
Phi llil:ls . 

Yes . That is exactly what Halifax is worrying 
about . He said to me last nirht that he was 
esked to send a cable not later than 24 hours 
after he sar. me about Rritish t~es and I 
tole him the Uni t ed States t~e lo?

1

j~~ had 
been broken very lar~ely at tr.e moment . 

Oh, was he interestec himself in that~ 

I was rather amazed , but evidently just 
because he was comin~. The last thin£ 
Churchill said, "!:on t ge t British types. " 

You see, the other thing, Knudsen said if 
;vou could do this thing - he said something 
about gettin~ goin~ on the engines, you see . 

Ves . Of course, it is exactly what we want 
to ~lace . It is purely a financial question . 

.'.ell, T am !'&Ssinr i t on to ~ou , and if you 
fe llows have ~ot any hrlght 1deas , here I am. 

Yes. !ou haven ' t anr srare cash you could 
let us have, ~·r . Secretary" It i s a r.:ere 175 
million. I know vou told me that you only 
could let us have'25 cents a weeY. , cut it is 
not much more . Is there any chance at all 
of an;v other way of suggesttng~ 

I don't knov;, You have got a fertile brain. 
.:lee what you cs,n do . T am recent i va . 

Coulon ' t oossibly- 1 mean, sterli n~ doesn 't 
interest you, I su~pose" 
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l! .l.' . Jr : No . 

Younr : 

H. l.l •. Tr : 

ourvi s: 

ourvis: 

ll.l'. Jr: 

Purvi s : 

F. . !.' .Jr: 

Ourvi s: 

fl .'!. Jr: 

OUrvis : 

Isn't that cute? (Laughter) 

But the French gold is in Canada. 

What about the Belgians? 

Here is the thought which I have had. It 
has been cooking. I will supoly the germ 
of an idea. You people who can earmark 
mentally - wait a minute , if you can do it 
once, why couldn't you borrow from the 
Bank of Canada against the French gold, 
and the t itle would still stay with the 
French? 

Yes. 

See? It is still there . You would just 
borrow it. 

That is a beautiful mental job. 

\•ell , I never would have p;one through the 
gyrations of -~ 

We started t his thought. 

You went me a hundredfold better. You 
mentally earmarked some gold in - French 
gold in South Africa an~ when you ment ally 
earmark, t hat is a new one; but sunposing 
you want ed to borrow a~alnst the French 
gol d and borrow it from t he Bank of Canada? 

Yes. The Fritish r.overnment would ment ally 
earmark that as security for the Bank of 
Ca.nada and the Bank of Canada would be in 
physical posses sion. 
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H.lo!.Jr: 

ourvi.s: 

H.lJ . Jr: 

Purvl s : 

R.V.Jr: 

Young: 

H.M.Jr: 

Purvis: 

H .L~ .Jr: 

Purvis : 

H,l,I,Jr: 

Purvts : 

H. \!.Jr: 

- 4 -

Yes, V.h.at is the matter with that? 

I must say it is a good principle, Once 
starteil , there should be no difficulty. 

This is a much sounder one. I mean, the 
gold is there with the Bank of Canada and 
you say, ~e want t o borrow. • That is the 
way you do it. •we want to borrow from the 
Bank of Canada 179 million ~ollars. " Isn't 
that what this thin& came to? 

That is right. 

And we are going to put up the French gold 
as collateral, which we are mentally ear­
marking that we owe them. (Laughter) 

Earmarking in the ground in South AfricaZ 

No, here is the French gold in Canada, and 
after the war, "Of course, we will pay you 
back and repatriate the French gold. " It 
is no ~ore crazy than what you did before. 

No . 

It is no more craty. 
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I wonder whether we could do that with the 
Belgian gold, which might be cleverer,, because 
there won't be the danger of repercuss1ons. 

That is right , and how much does that amount 
to? 

I think there is some 400 million that we 
have got somewhere . 

Vlell, here is a clean cut thing that you need. 
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Purvi s : 

!'. I.I, Jr : 

0 urvi s : 

H . ~' . Jr : 

~>urvi s : 

Younr, : 

H. \' . Jr : 

Young: 

H.M.JI': 

Younr; : 

Purvis : 

----
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You need 1960 planes, and here is Knudsen 
saying h~ wants the order. 

And here is Halifax saying he has got to 
cable today and will I tell him what to 
cable rack to Churchill . 

ts i t worth stopping in for~ 

or course. 

t think your suggestion about the Belgian 
gold i s r ight because I think that the 
souawk would be less . 

t think so. After all, the other has a 
German implication, and the Belgian thing, 
we are allies , and we are in the position 
where we are denuded --

t don ' t see why the Belgians or t he Dutch 
don't place the order and let the v,ar Council 
of the all ies take the J>ro.duct. 

Let the Belgian --

Let the Belgians or the Dutch place the order. 
They have got the money. 'l'be Allied \\ar 
Council in London can al locate the use of 
the 'Olanes. '.',hat is the use of haviD£ an 
Allied \''ar Council" -

I don't know, what use is it" 

'l'hey just sit around and fight , as far as 
I can fi nd out . 

1t is the germ of an idea. Anyway, let 's 
pursue it with everything there is here; 
and the fact t hat Halifax bas to cable back 
to Churchill what I think about it would be 
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H.t' .Jr: 

"urvi s : 

Purvis : 

F. .".' . Jr : 

- 6 -

a ~ood ooeni ng tonight wtth Eali fax. ~od 
help him. 

Are you seeinr him tonight again~ 

No , but I shal l see him on this. He asked 
me part icularly to get him so~ething that 
he coul d cable. He wanted to cable last 
niyht , but I didn ' t know what he was to say. 

Here i s the answer. Here is Knunsen readv 
to olace the order for 1960 olanes if you' 
fellows can tell me v.here the money is . 

~nd they are just eYactly the number of 
olanes we wanted to eet . 

He has copied the li st , you see . 

Let me go at it and nee v.nat hannens . 

I will not only not retard you, I will 
accelerate you . (Laughter) 

You won ' t need to . Goodbye . 

'>9'> ...... 
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.J anuarr 27, 1941 

Jlr, Baae 
.. 

' ' 
<: 

Secretary Korgenthau J 

Read the financial at~ today by George Wanders on 
Page 19 of the New York !rib e. I aee be refers to a 
special art icl e by a Dr. Pal i who eTidently bas written a 
critical article about financing. I wieb you would get 
eYerything about Dr. Palyi, and if it looke good and he 
baa eonatructiTe cr iticimae to make, poaaibl7 we can use 
hia aa a ooneultant. See if be 1e the kind of person 
that I would be glad to ban cOJae into the Treuury. 
Please moTe faat on tbie. Before you do anything else, 
obeok with Sir Frederick Phillip• about Dr. Palyl and see 
what be knowe about bia baokgro1111d, and bow be atanda on 
~be Germane - h be Pro or Anti-lui? 
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From: 

Treasury Department 
~1v1s1on ot Research and Stat1ot1co 

llioe Ch&UI\COY 

E. lti\Uey 

294. 

Attached me:!IO "'" eent t o t he Secrotsry 
last nen1Di1 thrOUGh J.leut. St enhena . L1•ut. Steohena 
returned it to ua a few =inutee lAter v1th o 
note a,v1ng 0The Sec~tftry &ftYI 'drap it•. • 

The ce:;orand\1!':1 11 aent to you for your 
rneo. 

c 
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TREASURY DEPARTMENT 

INTER.OFF1CE COM MUNICATION 

OAT• January 27 , 1941. 

TO Secret:~enthau 

ltr . Ho.7ft 

In accordance with your note ot this mor ning concerning 
Dr. Polyi , I t elephoned Si r Frederick Phillips and he said he 
would tlnd out what he could about him i moedlately. 

This a f ternoon Ur. Pinsent, Financ i al Counsell or ot the 
~rltiah Embassr, called and said he had been unable to find out 
.. hat Dr. Palyi s present connections were a nd he did not know 
whether Dr. Palyi had any contact with t he •enemy•. Ho~ever 
t.e said he knew him in Berlin and he was not ot high character . 
I asked him to part1culari~e on that a nd he &aid Dr. Palyi was 
t he type ot individual who was a "climber• and would be open to 
anything which might bring him tams or money. llr. Pinsent would 
advise agsins t havi ng anything to do wi th h im. 

!.!r . Pinsent ment i oned that Dr. Viner probAbl y knows hi m 
and l e more famili ar with his oresent aotivities . I t hi nk Dr. 
Palyl was a oro:t'essor a t t he University o:t' Chicago at one time 
end he may s till be there . 

In view o:t' t he r eoort whi oh I have received !rom the 
Bri t ish Embassy I a s sume you do not wish me to make any further 
inveatigation unless I hear from you to the contrary . 
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JMun. Bell, Coobraa, White 8llll Bua 

S.or•t&I'J" lloJ'ionthau 

·~'JG -..... 

Sotlli'U,r1 Jezn&01"f 25th, I oont o -riDil~a to Jlerle 
Coohrlll atkiA& hla to get ae IGDe 1.rafoi'!'Mt1GD 011 t'orelp 
aellill.li:1 other thon fnelllh, dv!D& last weak, IDil I bad a 
hlllloh bat pouillq the Sw111 .. ,.. MlllA& MO\U'ltlu 1Jl ov 
IUJ'lttt. I !Uad that 11Aoe J111UJ7 2bt thq ba.,. liMn aellbc 
qu.lte hleYlq. 

It lellll to Ill that IT '•re in tba TNUV7 OPgoni ..... 
tic aocaeboq Ol&ght to watoh theM reporte of forelp aellln& 
whloh oCJM into the 'h'eu1117 rrvy 4a;f, ad when -thw 
IIIUllllll happoma, ll.b hea"7 Mllin& 011 the put of the s.I .. , 
the Treulll')' h.an't oueJlt to nit lllltll I han a hunoh. s~ 
bo4,y lhO\lld be here to llrlng thh to IV attent1011 at ODOe. 

I d011't know who reoelna the11 report. en~ cl~ 011 
t'on.lgn selll.J2i, but I wlllt Jbo. Bell to o&ll a 111et1Ag of 
t bh group ad i ht 111 a nport. U.dAlu thb 1.rafol'la0tlon, I 
gat a report aaob df1 aa to how .uob the Xnclleh ha~e aold. 
Up to now thh hu 'been lt~W'dtd "''17 oanfl1ll:r t but 1t a 
tl'llatwor~v poraon oo\&ld be dealpattd 'tlbo would watoh all 
!orelp ~llJIL ond thon 1t tban 11 -thiDa U1l1l.111&11 brill& 1t to liJ att•U• at OI1H m4 not walt lor Un aqo, 
lt wo'lll.d be ~'1'7 holphl to 111 1a oOIIIbaeth&c rq buawoo. 

I aderatiDil that 101M of thla lntorutlon go .. to 
SEC, 11111 what tht¥ do with lt I don't know, 'bllt i t 11 llllbe­
llnabla to •• that betoc tho Treuuey and t ho SEC, with 
all the Wonat1011 at ov dhpo .. l, enJ'7'bodT nih uatil 
the Storet.,. ot tho Tn•IUJ'f hu a h11110h before ..,'boQ 
ao .. IIIJthiD& about 1t. hrtheraore, hen thla Wor.atloa 
1e at our clhpoool, ..a w oee th .. e fundo being turned into 
O&eh Oil a J'IIIIOP that WI ON go1Ja& to fr111e all f11D111, ad 
atill we alt ben llld clo aothlA& about lt. 

Oil the oaafe,_ whloh lltll oalll, Btrllert O.ata, 
Jolla lllq ..a Ptlale lhCNU lit !a. 
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Seoret&J'1 *JPD'tlla 

Copr to D.W. •11 • 
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All per 1natruot1one or lllre. !Uot z, 

a pllptostat or this was turned over 

to Dr. White tode.y . 

R. KoH I 

J'en . 27/41 (_ 

~~------------_-1 ,1 
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ORW.R ON ADDITIONAL RESEA!lCH ~"UNCTIONS OF THE 
DIVISION OF l.'CNEI' ARI R!SEARCH 

The Division of Vonetary Research 1a hereby assigned the 

11111ct.1on of c onducting the research on econ01111c aspects o! foreign 

tl.~nda control and to prepare and an~e statistical reports on 

t oraigll tund.o control and foreign exchange cont rol !or the 41d 

of the Secret ary, the Coadt.tea of Foreign l'lln<!a Control and the 

Adainiatrator of foreign Funds Control. 

l'\lnd.o adequate for the purpose of carryillg out theoe tunct.ions 

shall be made available out of f\lnda of the Foreign !'undo Control . 

This Order ie eff6ct1ve immediate~. 
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<Xllll'IUE:l'!'I.AL ACTIOlJ REQlJlUD 

J&nUN)' 27, 1941 

~or The Secret~)' 

:Fro:~: l!r. ToW>G 

Re: 100 Chineoe l'-40 l'1M ... 

?ht Intereontinent Corpor~tion b~o an exc1uoivo contract 
with C\Lrt!oa-1/i-ight to aell and urrteo CUrtin planet in ChiM. 
It io l nt ereontlnent vhieb nper~teo Tbe Oontr~ Aircraft Pactory 
Juot ~crooo from tho BurmA fronti er, &Ad vhlch 11 pr obably tbl 
only adequate facility for erectinG &nd malntalninc the P-40'• 
in Chin~. Ourtioo io bound by ito contract to pa,r Intercont inent 
~fee on the 100 P-40 1 a regerdleoo of oorviceo performed by 
Intor cont!nont. 

In my convero~tions with Univeroe1 , with Curtioo-Yright, 
Md ~<lth Int ercontlnent, I hove token the ot&nd thftt Ill tblo 
t<at a Governoent arranged tranaaction there va-t no reaton Ybr 
Intercontinent lbould receive any oelllng commiooion over and 
obovo t ho pr ice of the planet. !he price eberJtd for the planee 
by CUrtioo-Yright io the oaae price ~Jed tho Britioh. 

If Intorcontinent 11 to do t he Job in Chine of r eceivlnc tho 
:>lMOo, tre.neportlDJ thea !Dto Ch ine, erectlQ~ and lll&lntainlng 
~heo, it 1o Juotlfiable that tho Ch!Doot Gonr naent ehonld pa,r 
~or t hooe l trTiceo. Intercontinent hnl asreod thAt It ohould DOt 
chN'St a u llin& colll!liaoion, but it hao ~·o token tbl otand th&t 
It cannot sive a breakdown of the oorvicto vhich i t will porfora 
In Chi na and tho.t, therefore, " flat rate of 10 per cent will 
have to be eberJod. It Dakeo no difference to Intercontinont 
whether Ito foe 1o paid by the Chineoe onr and above tho llrl tl'oh 
nrice or comet out of the Ourtioo-~ight profit. 

Intercontinent hat ~oo token t ho oti\Dd tbet it ohould re­
ceive thio 10 per cent fee vhother or not it perform• any oorvicoo 
In China. · t ~eated that tntercontinent valve ito contract vith 
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C'llrtlU-Yrlght 111>4 malco " .. puate cloal Vlth tho ChiDooo 0oYOrn­
DOilt tor actual oorrlcoo rendered I a China, Thb, Iatercollt111nt 
r otuood to do on tho grouado that lt vao losall7 oDtltlod to a 
t oe UDder tho CurUoo contract Md duo to the fact thot lt would 
bt~vo groat dlfflcult7 In collootlng tho .. n17 ~ other "*T· 
fbero will bo nothln« to etop Intorcontlnollt troa colloctlas lte 
foe UDder tho CODtract aD4 then ch..rglDS the Ohlllllo 0oYOr ..... Dt 
Agt\111 111 ChliUl. 

Curt1u-Yr1&)1t hu beeD vorl' cooporath'e Ia DO"r1DS the plMoo 
to Voellawl<en for ohlpaeDt , but, of couree, lt hflo DOt SO>>O oo tar 
"' to offer to oacrlfleo eDT profit tor tho purpooe of oatlof71ng 
IDtor conUDont. Both Curtloo aD4 11n1nroal fool thot IDtoreoDtlnent 
tbould not s et eDT tee exc8J>t tor eorrlceo rendorocl, 

At thb 'DOIDt ve can either b&elc out of tho deal 111>4 let the 
three of thea tight It out botvoen th .. ool••• or vo can 1ntlot that 
IatorcoDtlnont Juet1f7 t ho teo vhlch It propcoeo to charge. I aa 
ofrt1ld that 1t It Ia lett to !holt tho eblpaont of tho planet vlll 
bo bold up on Februar7 3rcl or eloe tho Chlnooo will bo e:ettlne: 
61J)pod. Ao thb tranoactlon vae onl7 lllllde pootlblo b7 tho 11Dltocl 
St~too Government, It could be 1no1eted that aeltber Curtlea nor 
I nteroontl nont take an7 profit , 

ADother pcoo1b1lltr would be tor Intorcont1DtDt to reDder Ito 
oorvlcoo on " coet baolo pluo a fixed toe. In a117 •••nt, we ha•• 
elthor got to detera1De tho price, at leoot lnfor.all7, or elao back 
out o! tho picture. 
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Januar1• • • • • • • • • • • • • • • • • • • • • • • • • • • • 
Ja7 1 - JU.M 1 ••• • ••• •. • •• •. • ••• • • • 
June 2 - 29 ••••• • ••••••••• • • •• •• • •• 
June 30 - JulJ 27 • • • ••• • •••• • . • • • • • 
July 2$ - Auguet 31 •••.•• • •••••••• • 
September 1 - 28 • ••• ••••••••••• • •• , 
~tember 29- Ootober 5 ••.. . • . . ••• 
october 6 - 12 • •••• • ••• • •••••••••• • 
October 13 
October 20 
Oct ober 27 
IIOYGber J 

19 • .••.•• ••••.••.....• 
26 • •• ; •••••• • •••• •• •• • 
Ho•ember 2 ••• ••••••••• 
9 • ••••• • •••••••••• •• •• 

Jovember 10 16 •• ••••. • . •• .. • •• • •• 
JIOYember 17 23 ••• ••• •••..•...•••• 
lovember 24 30 •••••••••••••.••••• 
Pee-ember 1 - 7 •••.• •••• •••••••••••. 
J)eo.ember S - 14 • ••••••• • • •• ••••••• • 
December 15 21 ••••••••••••• • ••••• 
eoember 22 

29 
2! •.•• • . • •....• •• .••. 
Janu&l';Y 4. • ••••••••• •• 

5 - 11 •••• •••••• • •• •• • . •• • • 
12 18 •• • • • • • •••. • •••• • • • . 
19- 25 •••. •••• •• •. •.•. ••• • 

January 26 - 31 . ....... .. ....... ... . 
f ebru.arr • • • ••••••••••• •• • • ••••••••• 
Varob •••••••••••••••••••••••••••••• 

.lpr11 • •••••••• • • • ••••••••• •• •••• • •• 
1&:1 ••• ••••••••••••••••••••• • ••••• • • 
Ju.ne • • • • • • • • • • • • • • • • • • • • • • • • •• • • • • • 
JulJ • •••• ••• •••• • ••••••••• • •••• • •• • 
August •••• •••• •••• • •••••••••••••••• 
September • •••••••••••••• ••• •• • • • • •• 
OotOOer ••••••••• •• ••••• •• •••• •• ••• • 
HOY ember De ••••••••• • •••••••• • •••• • •• • 

oember •••••••• • • • •••• • ••••••••• • • 

""'Ul on ot •Uo•. 

~r:ag::n1~'d~t1:mt!gDt&:. •Bfttr~~ -

455 
277 
225 
225 
20J 
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AU.IIOI WiD'Wifl 

53 

3 1 ~ liJ 6 

56 30 IJ6 ZIJ 52 

Ottioe or t ne MoretarJ ot the '!'rea.urJ, 
D1v1a1on o! Ruearoh aDd 8tat1et1u. 

12 
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OOn Januar1 25, 35 add1t1oll&l engine• had !1n1ehe4 tute a.D4 we:N 
awa1 t 1ng 4el1nr, to tlw Br1Ueh. 
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Cop7 to Nar•1n H. Mcint7re ~ 
and t ile r ec'4 f ro• h1a ret'4. (b1 Meeeenser 5:00) 
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IIMrllr. ~· 
0. WI _, ...... , .... _. llr, ...... a • 

.. ~ ... I ...,_,a l'er ,_ ,_.., .. el 
'I O• a,J.NO.. II ........... .,. 
- -...., nn. ,...., ..... 

1\ Ia llllr I r?-1 ..... ,_put; I Je 
..... ~-- pl8eM la ........ ., ... --art .. 

WI til .... I It .. tile .. l19W7 at 1oM lllftaU 
ran.. • -. llrltllll, .,. anatiea 11ae m .,. 
-- .. 16 .,.,:r mtaat 'I' 'NUl .. ,_ .......... * U. lrau• Pa 1' •••• Olelllnloa, 

1'-a!J', 

,__., ........ ,., II,',Jr . 

.__,. et tile .,,. 1 

•••• '· • 'd. .... , .... , 
W'-l ._ OliJWaU-. 
Ullrlat .. . 
.. 'l'wft, ... Tift, 

OopJ to Mar~1n H. Moint'lr• ' (b'1 Meaaenger 5:00) 
and tile reo'd trom hia ret 4. 
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December 31, 1940 

l:El:ORANDUH FOR 

SECRETARY ¥.0RGEllTHAU 

A~ ner our t elephone con-

::ncloRuree 

~!. H. ~·!ell!TYRE 
Secretory to the President 

< 
I 
' 
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Tlli VHITE BOUSI 
Vull1ngton 

307 

December }0, 19~0 

MEMO J'OR HAC 

Th.1e ahould be taken up w1th 

the Treaeury Department by Mr. 

P11r•U. 

r. D. R. 

( 
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NATIOIIAL Aa~te ColliOIIATJOM 
Ut a"OAOWAY 

NIIW YOftK. U. 8 . A. 

Mr, Mania B, lolA lf'n 
Tba lhit. a­
raellillltCD, D. c. 

IC1 clear Ill'. lolllt;)'ret 

308 

.U a ll'it.i* lllbjeot.,lcac redclmt. ill 
t.ha UDi W 8t.t.e1, 1 llaft b.- clolllT -pera\illc w1 til 
repre-t.at.iftl of the ll'it.i* Go•w ~ 1A t11a1r nr 
prccru,put.101114rl,r 1A relat.iooa t.c ..U ..... Thare 11 
ao ....... ~ ....S tor ~ ritlM eel " llaft ...S. a propclll 
to t11a tar o.partaet. t.c ~ LM-IDtialcl n.nu oo m 
•xch&DC• bull u Mt. forth 1A tlla mcloM4 l ett.H. 

Up t.c the preeet U• tlla Gonruet 
apparetl,r bu DOt b.- eW.., t.c 11ll theM l'itle1 t.c 
t.ha 111'1 t.ilh Go•IIJI mt.. !be ucbn1• propclll 11 ucla t.c 
IMt t.ha objeot.iooa t.c & oalh l&le u4 ~~ the - t.iae t.c 
creat.a a Ull- tor larp eoale eal-eut.at.io ritle 
prccluot.ioo e tlloat. oalh 1Dfte111mt. oo the part of the 
UDited Statu Go•-t• 

It the Gotw -~ - .acl e ll ralaua 
t.ha rltlu u illdioaW, Great. Bl'it.eia ell reoain nut 
.... 11011 ·~ tllil ol'i t.ioal u.. 

•• propcM to t.nDaler the ri tle• to 
t.ha trtt.t•,tt tJur are rel •..! to u,at t.ha - priea 
u an&UIMcl-. the liU o.s-r-t 1.a. $12.60 aaoll, 
plu ea ep...s pwomt.p tor tlla ~ of cart.aiD 
aclcl1 t.iooal ==•ea t.coll, to ba1l4 - IIOclala of t.ha r-.. 
ar- ritle *Del tor apr- iDYOlncl • 

.. bali&Ye tllaM ~~~~&••t.looa llboW.cl _ 
be plaoecl batore the Preaiclmt. pw H r •ll7 &Del • -cl t.h• 
to 70U t.c ul< 11 70/fl odll kiD4lT preemt til• to t.ha , ....... 
1clct at t11a earUut pc•ll1ille -t. 

llbolll4 the Preaiclmt cleain to c11-11 
t.h11 propclll pw u 11l7 e til u • rill napoocl proooptl,r 
to 1111 l'ICIIWit, 

ftS/CD 
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NATIONAL AJIMB CoRPOIIATION 
111 aROADWAY 

HEW YORK. U . S. A. 

Dec..ber 28. 1940 

Hon. Fronl<lln D. Rooa.,.elt, Preddct 
Tho White Bouao 
Waab1ngt.oll1 D. C. 

II)' do&r llr . Pndd&tt 

309 ..... _ .. __.... .......... 

The ccloaed proposal baa bHil placed 1D 
tho b111cla ot the Ordllance Depertaeot and ee it relates to 
our Detcao Prograa wo tool that 70U obolll4 be p...-ptl.T 1D­
fozwd. 

The ritle invob-ecl in thia propoeal c!eatg­
natAcl 112, •bod1•• ell the ac!Yant.agea ot tho G&l'11l14 rine 
with oooo ot ita diaac!Yantagea. It 11 4 .. illlecl tor oaaa 
,;aooclu.ctioo 11hlch 1a rl tell.T necosnry 1t our torcea are to 
be adequatel.T equipped ch>r1Dg tho next. t110 701\Z'a ri th ottidomt 
aw-outooatic rinea. This 112 riOe CliD be prcxlueed 1D quan­
t i tios ot $000 per 4q it 4ooirecl. 

Our propoeal baa two pri•e objoctinlt 

~~ To provide a proce4ure to 4eli ver to the 
British Gonrnmant i1110ed1atelr 1,000,000 Leo Enfield Rinoa 
now 1D o. s. Gonrnmct aratmala. ln aecor4 with 'Jour reeeotl.T 
NII\OUDCOd prograa to g1Te tull aid to Great Britain without 
requiring the 0. s. Gon1'111i1ent to accept ceeh tro. tho British, 
•• rill accept tbaae rtnea in excbanse tor "" 112 oea1-outo­
aat1e ritleo. The title to Lee Enfield ritloa would thea be 
prcoptl'J transferred to the Briti sh. Our War DopartMDt 110\lld 
reed•• froooo ua new b1ii>J.T etticiont ...S-outooatic rines 1D 
exehan&e. · 

~· to er-te a larc• iDcS.piDd&t eource !or 
&ea1-eut.-t1C r10e prcxluct10D that io ritall'J nOCeiiOUT to 
pro4ueo IIIOU8ll a..S...autooatic rtnea to equip our aroioa. 
Preoont pro4uct1oo racilltioo tor tho Garand (Ill) rill require 
'Jo&ra to 4oll•er .., adequate aupPl.T ot rtn ... 

we are prepen4 to prccoa4 i .. od1atal'/ ri th 
tho carrrinc out or tbio excheogo progru upon authori t;r trolll 
tho proper otticiele w1 thout e 'clollar ot 1nnato011t b7 the 
U. S, GoYe~t. 

tto/•• 
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NATIOSAL AltM8 CoRJ'OitATICIN 
111 8ROADWAV 

NEW VOJitK. U S.. A. 

r DeoMber 19th, 1840 

c. 11. 11eiSOD, Maj or Geoeral 
Chief ot OrdD&Dce 
IIUn1 Uoa.o Buildia.g 
11oabia.(toa., D. C. 

Deer Slrt 

'fhla lo a propooal to .... uracture 
leai-&utoMtlc rlfieo for !be Dllit..d St.ateo Co1'1m­...,t. 

Our producUoa. progr .. rill oup~le­
aaa.t productioa. or the Ill (Oaraa.d) rlno tbuo prortd-
1ns a complete lndepeodODt aource tor larce 1cale 
rltle 111Au!acture which 11 hlshlo' dealrahlo 1n our 
pre1ant dofea.ae progru. 

The rlfie la. quo1t1oa., which UT 
be doaipet...S 112, 1a 11&1lt.r 1a. t;rpe to !be Ill -but 
it 11 proc!uct1oa. dealpod tbrou&bout, panoittla.s ••• 
pro<luctloa. at leoa coat th"" 1o ponlblo ri th tho Ill, 
aa.d with a daU•err 1chec!ule relaU•el7 auch aore taYOr­
ahl e thaa. ;a-tleot procluctioa. or !be Ill . & brle! deo­
crlptloa. of !be 112 r1ne 1a attached. Coaplota clrnSAp 
aa.d detail• -are anllable tor thoroueb 1a.epecUoa.. 

Tbe 112 w a dae1ga.od aa.d d .. elopod b7 
Joha. D. Padai'Hil oa.e or !be ableet protuelonal cua. 
daolpora 1a. the countty. 

Tbe Propooalt 

To dellnr ·to tho Orcltlaa.ca De~t 
112 RUla1 aa tollow11 

(1) a .. aodall la.corporatla., !be aoot 
iaproYod featurel ot !be a&&aaine 1111t• 
aa.d •ea. bloc• cUp aa.d the c•• operated 
rotatla.s breach bolt uolnG :10. Cal. car­
trldgel. Thaao aodele to be coa?lotod 
w1 th1a. oix aoa.tbs ot !be outhorhatloa. 

to proceed. 
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(2) Opc111 ap?rvnl of ..clela b7 tM proper 
auUior1Uea of tbe a. s. OoYe.....,t 
.. will aollci t order& for 4e11Yer1ea 
u followaa 

Tha nret 126,000 at t1oo,oo 
each dellYeriea to bag1D witb1D aipt 
-tb• after reoe1 pt ot order. 

11 t.b1D 16 -tl•• after receipt 
ot order dell Yeriaa to ba .ada at tbe rate 
of 1,000 per clq. 11 tbio 18 aootbe after 
receipt of order, 126,000 will baYa b­
cleUYereci. 

311 

(a) At etl!f u .. 411r1Dc tbe dell ••rr ot tbe orSctoal 
order for 126,000 rSn.a, tba prodllct.ica oao 
be 111creuec1 to 5,000 r1tlea per clq or aore 
1a 12 -tb• tro. tbe data ot ao acl41t1ooal 
order - at pr1cea to be oacotiateci at t.be 
U... Such 1ocree•• 1a prec11cat.ec1 UflOD 
adequate Yo"- of ordera to nrraot the 
adcllt.ioD&l. aqui-t required. 

Tba eboYe dellverr detea era baood 
upoo tba r1ne deatp and ll0de1 sa appro•ad, 
&D4 are cootinc•t upoo deU.,ertoo to ua ot 
cart.a1n adell t.loD&l. uciiJDa t.oole alao eu1 table 
pr1or1t.1aa in tool work , attar receipt ot the 
or1ctnal order tor 126,000 rSfiao. 

P+QPit 
Caeh adnncaa wi tb order of SOli ot 

~• total poll'cbue price - balance at atata4 pariode 
to be detaniaed. 

111 lleu of caah paJa•t.• we will accept 
1D fUll ~t tor tbe 125,000 rifle• ort gioally ordered -
1,000,000 Lee 1Df1a14 Rifiea ( o. S . 11111ta17' Riflu Modal 
1917) aow obaoleaceot in the haoda of the War Departaaot -
proyidad tba add 1,000,000 rin .. wi til bq onat, ecobbard 
aod aUoc cooat1tut1nc a rifle UD1t, are rol60oe4 1Nacl1s t.el,r 
tor tr.~~afer to !IrS tieh iotaraato. 

Ae a ficure haa baao aatabUahed by the 
liar DeparlAaolt of .12.W tor aacb rifia UD1 t , we wi ll sgraa 
to dapoo.t t 1D UCf'OW ae a guarftQtee of perfo1'11MC8 and 
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.s.u~ ot •t.1atactol'7 IIO<!.lo tor teat.Sq, the -
ot .12,aoo,ooo., •• 1,000,000 we !ntield R1n .. 
{ o. s. ll1Ut8J'7 R1fiea lloclo1 1917) ba\'o be011 deU•ered 
to ua, lib• tba 112 IIOdelo b••• be• doU•ered, tooted, 
111d eppro\'od certain perccto,ee ot tbh uoUDt ellall 
be ro1oaaod tro. .. crow tro. ti•e to ti•• to tbe latl~ 
lno CorjlOraUon, all to be .. t forth 1JI toNal. contract 
behe• the Oonrna•t ot tbe United Statea 0114 tbo 
lat.1~1 l.noo Corporation. 

fba aaCiltiYe ora&DhaUon ot the 
latiooal l.noa Corporation ia to "- beaded b7 llr. JollA 
!, Otter.., fol'!Mr Preaidoat ot lincbeater llepeatin& 
l.noa Co, 

!be engilleerine actintiee ot t.ho 
Corporation rill "- in cbarp ot llr, Jobn D. Podoro• 
toraor be4d ot !IDciAHrilla and Dooi&Jl ot tbe Redngt.on 
lroe Corpontion. 

Deenripticm of plant, aqu1.-ant ancl 
ova1lab1o taciUtlu 'rill be tllrnhbod in 4eta11 upon 
requ•at. 

I our a nry trulT' 

-
tt../•• 
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!leU OeuMl lllHI 

to laa~;,..*-.. ~l:!;:n.m:r'i:lt~, 
Ull" ua Mwtial .,_,laC loeMe. 

I ahall llllt IINI tJW lat-U•Sa 
the tutliH u I • &ettlai lt fl'la tM la9J 
Del!&rlMat. 

11\k .., u.-lre t• lfiiW kbhue, 

y..,.,s.....q, 

, ..... ,... 7 .,,, 

t.;.. . . 
.. 
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I.....,. IT, 1Ml 

DIU OaeN1 Mllet t 

I ban bela ..... ldiiC h'ta ,.. 'I' 
to J~o~~liUl 211r4, wetl.J n pirie ol Brlua, 
Al11e4 ul Mutnl UJ.pplJaC louet. 

I wu net ...t tJW w ... t1• 1a u.. tutve u I • ptt!Jij; 1 t h'ta tM •"7 
Dl,l'ar\Mat. 

~1\h -r tbenk• fOP f eGr t'nlnete, 

,..._..)&¥ a rt '•"'· 

Cuen.l • F D l.l1.lee 1 
Attlq Attto Chief et Statt., o-1, 
... Deput.at, 
~. D. c. 
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DIU O.DIF.t IIUMI 

I ... bela .... 1Ylllc ~ ,_. • 
to Ju...,. u.4, ••k11' " Pe.te ot~ IPlUilll, 
.t.U1e4 ul MUtri.l lltlPPbl h1111 • 

I ahall • ... t1a1a w-u• la 
the rut ..... I • ptt1ac 1t lNa u.. laYf 
Deput.at. 

UU.k 1Q' tto b t• ,-. !rt·Ozul, 

t~·~· 

, .... ,... a •·• · 
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G-:Z/226?-115 

WAR DEPARTMENT 
WAft DIPAJIIrT'MDrr ~tiT~ 

.....,.MI'Y~ ......... 
WAatiNG'T'OH 

I.B. ll 

JUIIW')' 23, 1941 

M!IOUNDUll Fat Til! SICR:&TARI IJr Till TIW.SURI 1 

Subject• Br1Uah, .U.Uecl anc1 Jeutral 
War Sbippillc r.oe .... 

n.. tolJ.ooriJig a a tabul&UCD ot Britah, .U.Uecl 
ADd 11fttral 1hipp1Dg loal .. tor tile week ot Jmurr 12, 1941• 

Gro81 
lfplbtr 'fq!! 

Br1ta.h 9 .30,226 

J.l.lied 0 0 

Jeutral !! !! 
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LLU 

I L27 .,, ltU 

-·-,.•••*..,11•••· =• 
.. ~ ... lrl .... &UW .. 7 7 al 

......... a-. 

a. M' ' 1 u a , .. olntte .t lrl*' uu. _.a teal••w• ~ trrr..,..,. .t I 'J :LI, ltU• 
.._ 

lrl\SA ' ,. .. . ,,, .. • • 
7 teal I I 

tel. • ,. ... 

~=~=~7=--· .... =-a aal, ':.':!!1!•.._.. 
Art' I .... ••.ut--•-
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a114 O.o 011 (b 011114hc 
Dttool OU) 

.I.Tl•oU <tll L11.b1'1oaUJ1C 011••• 
0\her Lv.'br1oai111C 011 

•lra.oU.:fl LM4••• 
~ .......... nch .. ~-

lo ... ._, ... 
h..,a\au 

IDIIU 

U ,OS7 :B'bll. ~, ,000 J 'lll.o. 

Ottloo ot llerollu\ lblp Ooahol, freuv7 Depot.na•'· 

6,000 l'blo. 

.l.rq •hnol hu *loll .., ••••raiol 41a\Ul aUoa \hol'l .,.. 'N oapan\14 •r• \hall 3 11e0•• at anaUoa •hr hal, ~ .. or ~ 
lllxtvo - hool4a\ ' o roplaUou of hl7 26, 191!o • 
.I.Tla \loa a...ltao. 

4atlao4 ia \M heal&••'• J'oplaUou of ~ 26, 1911o· 

6 ,0]0 !tao 

n ,on '-• 
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Jan. 27, 1941 

Prepared by Ur. Kuhn and Ur. Foley for Senator George t o 
deliver over the National Radio Forum program ot the 

Washington Evening Star, 10:30 p.m., January 27, 1941 • 

• 
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I apeak to rou tooipt u U.. 11 .. obairall ot U.. Sc&to 

rorlill' R.l&tiooa eo-l.ttoe, lNt I th1llk I 01.11 ol&1a to be ... 

old balld, nth aaoat llinetoeo 7eara ot Senato axperiaDoa, at 

Judc1Dc the tboucbtl &lid tba wiabea Dt &Yaraca J.MriO&IIa, s..... 

tia11 it 11 not ... .,. to Judea wb&t tba aJoritr ot our peopl& ..,t, 

Tbere 11 eftrJ ·~• boooeftr, tbet tba praHDt pollOJ ot oar GoYem­

MDt 1e aupported 'llith u ...,h -~~•·•tr &lid IDI&I'Itondinc u "11!1 

retu..l per- could expect. !be .I.MriO&II peopl& heft ...t. their 

w1abao olaer 1 oftnlhllaincl7 clear, 1'ba7 heft lhoWD tbat tiler ..,t 

to ruab all poee1 ble a terial help to !Dcl&lld, 10 tba t tba oc1111a 

CUI be held in triaD~ h&Jida1 IO tbat Wlr 0&11 be bald &'"IJ troa 

our eboraa, md 10 that " •1 pin tial to buJ.ld tor oureel••• &D 

1aprapble datenee co lftrJ treat. 

I •Dtloo thoae deeplJ-talt purpo .. l ot the AMr1C&D peopl& 

becauee I th1llk tbq heft been oblcured 1D the public dabato o ... r 

u.. ..,_,.ned Led~ Bill no• bet'ore eoocra... !bere 11 oothiJIC 

O!Jitoriou about th1e l.epel&ti.cD. Ite clear intent aDd 1"tl cert&in 

etteot are to do llhat the J.Mrlcu people Wllt doaa. n propoael 

to do tbaee tbinca aiaplr, aenalblJ' ad ett1o1entl7. U la, 1D "'7 

op1D1oa, a COOd bill ad repreaeGtl a ......S pollor· It 11 el&o "'7 

ooa1idared Yia11 that the bill 11 t'u1.Q' authoriaed bT tba Cooatltutloo, 

and that it ia in oapl.eto accord nth aato'blbhed Jrilloipl•• ot 

1Dtomat1ollal law. ( 

. . . . . 
. --. 
• • . . . ·~ . 
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I need not tell ;rou t.bat the bUl bao been subjected to 

er1ti c1ea by certain peraoas, and, in order tbat :you a:y be in s 

positioa to eftlu&ta that erit1c1om better, I ...,.t to explain to 

you exactly whAt tbe bUl 1e designed to accomplish. I want also 

to a how you tba t the bill and its purpocee are in tull accord w1 th 

our conotitutional and international practices since tha fOUIIdation 

or our Gonrncent. 

I sineerel;r belisve tba t tha enaot.nt into law ot tbe 

Lend-Leeae BUl 1a the mst effectiYe step open to us tocla.;r to 

prevent tl>.e involveMnt or tha United States in tbe wars now 

being nged in Europe, Asia and Africa. Tha Lend-Lease BUl eeoka 

to inoure us againet involvement in thoea waro by authorizing the 

Executive to give •teriDJ. aid to those triendl:y nationo whose con­

tinued independent .existence is necessar:r for our vi tal defen&e . 

Thus, the bill autborizeo tha Proeident to mcnutactura in 

our 11overnment arsenals a,nd nav:y :yard, eo well •• in privatel;r 

O"lled ractoriao, -poiUI and war J:&tarl.c.JJs for tboas nations wllooo 

defonoe tba Prooidont dee ... vital. to the derenae or tho United 

States. It also authorizes bill to £ell, l ease, lend, or otberwi£8 

diopoea or -poiUI to such colllltriea. lie all racogniu tbnt a 

321 

nation enpged in -.rre.re ot the modern kind often requires racUi ties 

tor repairinc Md tasting and outf'ittinll i ta own weapons of defense, 

I!Uob u a battleship. TINa, it -:r be that a warship ia injured on 
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the hJ.&:It _., taz trca her b- port. OU.ee 111M cube repair-.! u4 

apl.D pl&c.d. 1D 1~, lbe ~ be a tot&l lNe 10 taz u her 'IIHtl&l.­

ntel in the war 1a OCIIICC1Uid. rue bill auUaor1see the l'rl814nt to 

a1ol.at nations , 1D wboee datnaa o oareel.YN ben a dat...,1 l.Dterut, 

b7 pctal.ttinc the repair ot nell"~ Uld other dat-• art1cl.ee 

in the lhdtc statu. 

!'be b1ll 1I1U •teria.UJ' apedita the tl.Aiw ot 111.1.1taJ7 

•••1.tucl to Great Br1ta1D. It 11 U!portut at Ua1l t1a to ellal.Data 

our 01111 orders and tboee ot Great Br1ta1D tbroup .,... apncy. Ia ....t 

to pl&oe the Preaidellt 1D the pol1t1011 IIbera be bel autbar1t7 to rua 

the a14 to BritaiD and the nat10D&l detlllla pro,raa 011 .,. att1c11nt 

and buew•e-UJre beau. 

I do DOt - to ee:r the bill coatal.DI no 11ll1taticiUI 011 

ue 11ll1tat10111. !'bul, tor epwpl•, the rec~-LM•• Bill pron4ll 

that trbiD war •teriala or datlllll 1Dtorat1011 are -..!e a1'11.lable 

to a toreip CO\'Il'1IMDt that tCIHip &O•W •t .. t IIDdlrtaloe that 

it 1I1U DOt tnuter 1111a1a articlea or 1Dtorat1oD to a:JI7 other tare~ 

power without Uaa -t ot tile Pree14•t ot the lhdte4 Statu. 

~~ tile Cclol&l'NI ot tba ~te4 Statal llu DO 

1at.Dt1ca ot UcU.-.tD& t17 pu•'"'l Ua1l bW. oan 11 bil~ 

• 
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a SO"ernMat oL c11ecka aDd be.l.anc.e. ~ tiM Ccut1tut1oe .u.. 
provision tor tiM uerc1ae o! ft8t powve by tiM JQcQU,.., it wo 

wiael)' prorld.ee !or utbod.e ot c:Moldq tboee powwa by tbe Coacreee 

it they ebould be tbe llllb~ ect o! abuH. 'I'll• ocqr ... 11 d.eeirou 

tbat 1J1to ..... t100l 1'lpl'd1nc ..... t d.at-..e articlll &DC! d.e!eue 

Wonoatioct 1a cxportecl Wider tbe autboritr ot tb1e bill aboul4 be 

ca tbered. to,atber 1Jl 0101 place' aDd prOYiaiOil 11 Mde 1Jl the bill 

tor that. P'l&rtbenore, tiM -.:11e o! MilT ot tha powwa srute4 

UDder tb1e bill wUl require ru..s., &114 the Ccacre•• """" tor 

1taelt ite coutitutiCD&l. autboritr to crut ru..s.. '1'1111 bill ..­

no appropr11t1011. 

'1'111 other prOYieiou oL tbia bill are larcel)' acla1Jlietrat1n, 

and. I d.oubt that wen the met ardent cr1t1oe o! tha bill ban anr 

object10D to tba. I should ~icm, b_, that tba bill d.Cie 

qpower the S.cretariee oL 'far &114 1&"7 to purcbue &114 acqu1re 

.....,., ..-J.tiOil, aDd 1sp1-te ot .... 1Jl !~ c-trie• 1lboee 

d.e!enae tiM l'ruid•t ~ rltal to oar d.at.-. U the Dutch ba-n 

tin wbicll wwld. be oL illpartallce to ua 11111taril)', I tab 1t tbet w 

are all acned. tbet tbe Euea.tin bnllcll oL tbe ~t eboW4 

ban the wid .. t ponra to llu;T it. 

I r...U,.., aa eTerJ reepouible 1e1111etor d._, tbat 1A the 

gbe al>l1 take o! d.ebate &114 bMri.Dp, MW po1Jlte ot d ... aD4 an--

eid.era tiou are 'brouPt Gilt. !llat , I aicllt &44, 11 bow a dd-aal'roat.ia 
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pYor.at tuou.u. I .-.a lie u. l.u' .. ~ *' ....... .,. 
e>onatU..Uoa _, llriac fonll 11M& fer - • .._ .... Wo 

11111. lro ••• 'M .. 1-\, ..... W -• ooui.Ur all pol••• of ylft, 

Tou 'Mo'J' 1"00, UOUI'ed. tbat lf U i8p:rn•qt 1a tile liUl b """'-' 

la tile OO'GI'OO Of tiM 4o\&t .. OJ' lieu-lap , 1\ 11111 l>o laOOrpoNto4, 

n 11u all'..q "• .._..,.._ *' .. -•-• " o44eA 

oo .. •o ..a u ol ouo t~w.• tiM Mll uoo ao• •t~aenao \1M uo ot 

Allol'l- naoolo w _,. 11111po w Ina\ Jl'ltala. n 11u abo 

~>•• nGM'-' \!Ia\ o.acr.oo plaN - U aiw\1 .. • - \lao a.rtac 
whl.ola tiM boooaUn _, .. MiN tiM powen II'UW w it 1a tiM 

t.oDA-I.oaoo 1111. ._. owtab of tiM lllll to DI"'I'Mo tool *' 
pronotoa wul4 llo aa4o for pOJ>1o4l.oal flPOI'\o l>7 tiM :.-u .... w 

\ ho 0ollll'•••, ia Wbi* tho bonUn 110ult osp1oto -.4 ropon 'IIIIa\ 

H bao· 4AIDo pv....,.t w tho 11111. !lllooo OI'O ooao...,.Un ._..uoao 
aa4 I pNalao 7ft Ula' thq will I'Kiln tile aoo\ ....... , ooaat«­

Uoa of tho l'ol'olp bl&Uoa c-t•too . .t.\ tile- ttoo w _,'Ill 
OOJ'Stlal .. caart ..-,11111' _CIIIla,~ --·•• u.a• would. -•u• 
\ho 11111 aaol lllook .... aatl't'-\ of Uo cr•\ pvpoooo. 

-· , ... 11M boWl ........ ftAl to Uooil' oppoai u .. 
t o thlo btU 01'0 \boN ,... JIVPOrWlT 'MM tM1I' oppool Uoa oa 

coutt~UOD&l cro,.,.... wo oao -a 'M aoN Joal ... of \Ill 

OoaoH~Uoa thNl I •· WO\'N'thllooo, I • hllT ooll'l'iaood. til&\ thlo 

324 

11111 1a uttrol)' .utllorlaed. b7 tiM Coao\l~ttoa. Ia ArUel"o II, -U• 2, 
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of t.bo CouU..,Uoa, U 11, of OOVM, .,.ollloal}¥ prort4o4 t.ba\ 

tho Prool4oDt ohall "o. t.bo Co_,.or-l,..Cblof of \he .t.r.J &Dil ·~ • 

. 1.1 loac aco •• 1799, t.bo craat JohD llarohal.l o\ato4 t.ba\ t.bo 

Proo14ont 11 t.bo oolo orp~~ of tho MUon 111 lh oxtorll&l rolaUou 

1114 ito oolo ropronn\atln 111 th forolp MtlODI . !he prortol ou 

of tho 'bill 'lbich I ban 'bHn d11cullQC with 7010 are obT1ouo}¥ 

COIIAICto4 wl th 'bot.b our :torel£11 relaUou &Dil wl tb t.bo flulcUono of 

tho Col:ll:l&D4or-1,...Cblof ot t.bo Jrrq &Dil ·~· !ba Ooutltutlon pro­

Y1du ln JrUclo I , M cUon S, t.bat t.bo Ooecreo• oball ban power to 

.U. all lawo &1ch oball "o. ucoo......,. &Dil proper f or OUT)1..ac lll\o 

oxecuUon all power a nat o4 'b7 \he CoD aU tutloD ln &111 of tlcor of 

tho lJDl to4 8\atoo. !hie 'bill, therefore, 11 cor\&1111¥ concono4 

wltb a field 111 'lbich Concr••• -., l ectolato, 

Bu.t thoro bao "o.en oo .. talk t.bat thlo 'bill lnYolno an 

unconotltutlo~~&l dolopUon of powo.r. Ia 19}6, t.bo llolpro• Court 

of tho lTDl\14 8\aha ba4 "o.foro H t.bo O....tho-lrlcP' Corporation 

cau. !ba oplDlon for t.bo OOilrt · •• wr1 ttoa 'b7 t.bo BollOra'blo 

llr. JuUco 1111.\horl&Dil. b an t.bo oppolllllt l of thlo 'bUl WOill4 

ackllO'Ilo4co that llr. JuUco llo.t.bor~ •• a otrlct ooDatrucUoaht 

whore tho ConoUtuUon •• 11lYolYo4. Bat lll t.ba O....Un-11'141!\ cau, 

tho Court opaclt1ca117 bal4 that .m.ro t.bo oxhrD&l rolatlou of t.bo 
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l1a1to4 Statoo are ooncarned , tho ordlll&r7 rllloo coacorDlac Yal14 dolop\loD 

of powor do ,., appl7. Lat .. raad \o 7ou froa t.bo op1DloD of tho 

Court -
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• • • • 11, 1D the -.tat-oo Gt 011r Sateru.UOMl rel&U_, 

• ....,..-~n.po oerlou •Mrn8-t-le h \e *"•1W u4 

oucoooo t or ov &1aa aolll..-.4, ccacre .. t.-1 lechl&Uoa whlcb h h 

'be ..a. ott..ttn thr ... cb aocoUaU• M4 taqa!q wUhta the tate:r­

aatloll&l tlolt .,.., Gttee acccrt to the Proolten\ a tacr•• Gt 

cUocreUoa u4 tr~ fr- otatllte1r7 no\rlctloa atoll -a 110\ 

'be adalool\le,..... '-eoUo attatrw &lou I.DYolftll.' WI~' 

call the aucuoa Gt •- of tho•• or1Uoa who ••• tholr oliJecUoa 

oa cooaUtutloaal crolllllb to tlw Jolat loooluUoa ot .,.,.... 15, 191!0, 

tho ao-oallet PU'-a :a .. oluUoa, *!ell •thorlaet a1l1t1117 oat --.1 

a14 h ov olahr -.rtoaa rep'lll>l.loa. !llat lol.nt leaol'&UOD ctna tho 

Pr .. uaat the power, 1a hta thcrauoa, to do _, ot the - thlaca 

COYaret 117 the preaoat \tU. • proaoat lllU llalh the Preo14eat'o 

cUacrotloa 117 recra1J'1ac ll.lo aot1ou to 'be 1D the lateroah ot tlllot 

21&Ucll&l a.toaoo ut liT reqllUiD& tut the -trr auhtet n ••• 
...... a.t .... h T1tal h the a.toaae Gt tho 17aUet etateo. ICaT I 

o.pbaohe illat tho Pltt.a leaoluUoa pa .. et the S..h Gt the 

'l7a1 tot Ita teo ca ~CaT 2S w1 thallt .,. .. a reccr4 Yo to. .b4 ou oppo-t 

ot the pre .. at 11111 ta the Boue Gt leproaeatattna oliJactet to 

the PU...., leaol'IIUoa, aUhoacb ToUac tor 1i, ca the crO'a4 \hot 

the nttMa leaoluUoa 414 aot CO tar u~. lo allOII tor the 

COUU\uU.-1 &epNtao 
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!ht t.ai..TMtt MU lou aloo \- aUeob4 oa tho Cl"'W 

t bat U uthorheo nolatloa ot iatoruUOMl law. !he e.pr.. 

Covt bao oa1c1., ot OO'U'oo, tbat tbo law ot aauoao 1o part or _. 

Law, aacl. l ohoal4 unr roo-.4 tor nutam a \ill llll!oh I 

t ho11P* Ylol.atol tho Law ot ~~aUoao. ht U 1o a otnace 1M of 

• U oao that "'"' ""' po:naU a •U• M ,., ... Uoalt. 1 \all.,.. 

tbat uot of thooo 'lito appMe ~ bill a tM p '• fll u--. 

MU~ 1M llan Mt ctna tM _., • ..trta•t tanotS.ttoa. 

n bao 'II- oatcl., tor ~lo. tllat till • rd 1 oooo JtU dolatoo 

ot lfttral P-o ta ~ ar, !hooo or1Uoo, ooppartll\17• llaTt 

onrloolco4 An1olo 26 ot that 0oD1'nUoll, wlaloh opoc1t1•117 prntdao 

tbat tho 0o••Uoa 4ooo liOt tippl7 walooo all t ho \olllpr•to are 

p&rUoo to tho Ooand1oa. l.t loaot t- ot tilt \oUlprollh 1a 

tho proo•t _. 1.a ~ - raUttol t lla !Jairt-tll s.c- Ooa-

It 1o a tv-•-•tal ra1t of tatonaU.-1 M4 '-Ue ~ 

tllat 'both part1oo -• o\q tilt - nloo. If oao -•rr rlolatoo 

tho V.olc lMo U -.ot o1.a1.a with vel- 1aute that -tllar 

ooutrr alaolalc1 r.u.w looo \Ulo law, to Uo .. tootruu-

l'vthorlroro, QeJ"Mq aDA Ital7 _. oow.lr Ma4 wUil tilt 

l1alt~ ltatoo to o\oorn tM •- til tho ~ - Jlaot. 
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In ~co.inc I*J'tiu to U.. JteUorc-Jr1u4 haoe hot, O.~"MD;r aa4 

Ita]3 pleA&-d tU.aelY8e ~ NJIOWice wv &a aa tnetii1Mat ot 

naUoD&l pcltey 111 their relat1011e W1 th the other atpatort ... 

Poland and Greece .. re dpatorlee. So alao were lorwq, Jel«iua, 

and '1'be Jletherlaada. So wae the ll'llt ted Stat... Call 1t ~ dented 

t hat o..._ &114 ltalJ' he'fo 'flolatod t ho ltollog-Drtud Poaco 

Pact! It 11 the cono14aro4 op1111on of the ~ot tntanaUOII&l ).., 

.,.thort u .. thet tho rtolat1o11 of the ltollorc-Jri&llcl Poaoo Pact 

b)' ""' olpatol')' «iYU ~ all the other dpatort .. the pcwor tot 

•(a) lle1'u.oo to a4a1 t the o.ur c111 b)' tho State 
rtolaUnc the Pact of ~lltprent rict>to, 101.ch u 
Y1o1t and ooarch, or blocka4o, etc. I 

1(b) Decltno to ob11no towardo the State Yiolat.­
inc tho Pact tho du.tiee preocri bod b)' InterD&tional 
r.., _, fro• tho Pact, for a neutral 111 ulation 
to a bollicoront: 

1 (c) SuPJ>l3 the State attaol<ed with tiAUcial 
or -terial a111otance , 111cludinc a~~~i tio11o of war: 

' (d) A11lot wUh &rHd fore .. tbe State a ttaol<e4. 1 

'l!looo , I alcllt ro.ind 7""• are tho 1lltorprotatio11o of the 

ltollog-Jr1&114 Pact ...,_e 'lllr a conforll>ce of t ho world' • for~~~oot 

intorD&tional ~oro which .. t 111 Dudopo ot 111 19)4. 

I t hink we .., oato)3 oq, therefore, that tho action• por­

lllittod to bo taken b)' the Lend-Leaoo :Bill will in no wq Yiolato 

1ntorD&tional 1 .. if exercioed acatnot t ho Jxio poworo. 

328 

Regraded Unclassified



I 

- 10 -

~. havo a cl ear!¥ f orculated policy of nati onal defense and 

th• conduct of international relationa, and that policy i o plai&ly 

taood upon t he interest and welfare of tho United States. »ut national 

<c!encc and national self int ere at , t o Ill;' mind , de11and far more than 

ju~ t keoplne thi ! country or th1 R hcm1c, here eate !rom actual gill tary 

invas ion. I ac not much afraid of m111tary i nvt\ci or. in tht- oear f;;.ture, 

~>r <1> I boll eve for one 010<1<nl t hat tlu! pooplo of t!lc•e !reo i.lni tod 

•:e tc• will ~rg1 t the othe r kind of invaoion -- the invaolon o~ hetc~l 

l~en~ lpread by the asents of forei~ ~yr&-~1CI . : he QOet direct dan&er 

~~~t !aces ua as Ameri cans is the daneer t~~t other countries as fre~ a• 

ou r own m'\y not ourvivo. The most direct 4Mcer 1& that those free 

countrloa IIIII¥ be 11Wallowed up by t he f ot·c .. o! dnrknoa• . and that we sh£111 

bt len <>lone an~ friendless in n .. ot·ld ruled b)· t he P""""" of evil . It 

~rent ~rltain <>nd other ! reo c~.nt r1on oh~Jl~ GQ down , f or lac~ of the 

~~lr- th4• we ~ ~ve . there would be crooted in ~lr country ~~c~ eccnooic 

~i ooc!al ten•io~a, as well ao such m!l!tazy pe<ll , tt~t ~"r live: and 

)".ll' children'• li~ea as !ree aen ~i;ht. well becoe~e iopo~aible . ::~ haTe 

!t ~~ ~~r p~er to see that the other free co~trle s 4o 00~ go eowa . ~. 

t~v• lt In our power t o se~d tbeo C4ttr!al ouppor t , in ou c~ oveTWhe~iog 

rtront~tt , that they will aurvivc nnd win. 'Ih!t :a111 , I !!m17 believe , 

pfo,·idon tho key t o n .c ki~d of futur e whleh we WMt for ouraelvoo . >c 

eon t lrn the key wi thout dep~rtir.c from the tr4dit1oonl ~orlean form 

.,r :::.Ovrrr.cent . without abrot;allr..; any prov1al )n or the Conet.1tt:.tlon. or 

:-..:~ · . rtnc tple o~ i nterr..ati onal lu, and w1 tbo-J t beccmlc.-: ir.o:!)lvcd in 
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AliT ianitat.U -.r. ftl1a 11 oar~~. -or tile cr-tan 

tbt.t baa o- to u Sa oar b111t.orJ u a D&\iaa, I dftwtq hope 

tbt.t the Ooqre .. &lid tM .I.Mr1- people w1U HiM tile oppor­

tuDi~ to aatepard .larioa' • tatuN 'lllr tile •peeq -ot.Dt or 

tbia 8Ul. 

. . 
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J&nuaJ7 27, l9U 

Dear Henry: 

Thank you YeJ7 much tor your letter ot Janua17 

twenty-fourth encloa1ng a copy ot your letter to the 

Preeldent regarcU.ng the purohaee ot Runian maoh1n.e 
tool e. 

I am very glad to have it and eapeoially to 

le&rn that my aaeooiatee here have been able etteo­

t1Yely to cooperate With t he L1aieon Committee. 

Sincerely your•, 

The Honorable 

Henry Morgenthau, Jr., 

8eoret&rJ ot the Trea•l.lr1· 

' 
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TREASURY DEPARTMENT 

INTO OI'I'ICK COMMUNICATION 

DAft J_,. 27, 19IIJ., 

CONF'IDENTIAL 

Sold t o cc ... r oial coDOerne 
PIU'cbaeld. tr08 -rcial co•lll'lll 

i J6,ooo 
1.12,000 

Op.n ..rloot etorl 111c r-1u4 at ~.OJ-1/2, !ranoaoUoao ot tlw reportlac M.alr:a •• followol 

Sold t o c-rcial coDOana 
PIU'cbaaad froa -rcial coDOeru 

i s,ooo 
ill,OOO 

!ba Calladl&ll dollar , 'llhl.cl> nco.,.rad oa St.tllr~ f roa Jrl~'• low ot 17•1/2f, uccn1111, , bad a ..-br tendiD07 to~. .le ~~C&lnet St.turcla7'• oloo111C dhoout ot 
toclq'e flDDl rate •• 17· 1/Sf,. 

!radl~~e la hiu tr&llc 1 •• at a Tlrt u l et&Ddet1U otter liTeral lllr111 M.alr:e 
h w Tort M.ata tbh 110ra1111 tl>at t b17 -.14 -.ppl7 tw111 traace -iaet doUare 

rotoo between . 2J2l· l/2 !lAd .2325 pl'CT1dl4 tlot hi•• traace were IUI4 for atr1ctl7 
pv.rpoell, On tl>at b&ole, tbe lew Tort -.....ta otfere4 hiea franca at ratu 

• 2JIIo at tbe opoaliiC h • 2327 a t tbe cloae, 'lnlt l1 ttll 'lnla1Due •• 

he ctlwr l'l>rop~~o~~ CIU'reD0111, tba SWdleb troll& aad Pcrt'QC'CUIM e1011Ao , 
IU~~laJOd etrenctl> 1a t~'• -.rloot, altbo'Q&b Ttr7 f ew dlallace •re reccrdld. !be 

llhich l>ae rta11114 t n tlot u1p'borboc4 of .~ tor - t iM, ro11 t o ,2J, ~ 
"~:!:::~:~~· ant clclld at .2J~. !be eec...S.O a~ed t o .ollo2 at tba oloM, aa " ' with the fcr•r preft1l111C rate of ,Qlloo-1/2. It 1o poeetl>ll tllat tlot lew York 

ralted their quot&Uon1 for thell unite 1a tbe belief that torel.p boldlre of 
"'"<Oro, tillable to CODTert t O 8w1ee france unlell tor Oc-roial ~' WOuld l>IO-ot other curriDCiee • 

.llioh.-rt 
Lira 
.lrpaUne J)eao (tree) 
Jraolli&a a1lreb (free) 
W.>r:loaa Pill 
CUaa :Pill 
Obae11 ,..._ 
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!he Jodora1 Reoern .llanl<1o report of Januarr 22, 1hUJ>C ~Hpootto of banl<o 1D 
lola with the llew Tori< "C"ftCieo of Japa"""' banl<o, ahowcd that ouch depooito tot r.lod 
$116, 26o,OOO, an iacrr.r.ae of $12,S4o,ooo a1Dce Januarr 15. llott of the ch&..,.., iu 
oopoalta toolc pl.&ce OD t he bool<e of the Yolcoblua Spooh BanJcla llew York A&encr, !!'h. 
J4ttor ' • principal 4o1l&r l1ab1li t1oa t o and 4o1l&r cl&!.ea on Japauaae bonlee in Alia 
1tood &o tollowa on Jauuary 221 

Jt.nll&l'j( 22 Cha!!j!e froa J&Duarz 1~ 
:Jab!l111ea: Depoaita tor Japan & ~ncburia,,,, $67.663 ,000 • $12,833.000 Dopo c1te tor China ••• •• ••••••• •.• • 37,046,000 • 67,000 • u.s. Treae. billa, coma. paper,eto • 30. 631,000 852,000 
Cia !.go Lcwlne • •••• • • • • .. . ................... $47.526,000 • $ 9 . 796,000 • Ot her - mainly Jap, 1aport billa,, 18,91),000 • 3.647,000 

!hi l&ot throe utocorieo refer minl¥ t o Japeneae banl<o in Japen au! lla.nchuria, It 
I! U be obooned that the $12,833,000 iDCreaoo 1A 4tpoo1ta of IO.ICb b&nko wao aeco~~penhd 
~1 a IUbotaDUal r1ae in the Yokobaoa a gcner'• 1"""•· 

Tho Bo~~7 1014 price waa 2¢ 1owar at t ho equiYalont of $J4,oo, S11Yor .. , 
Iced at tb• equivaleot of 44, 76F, off 1/fl;, 

In London, the ~rieeo fi xed tor apot and for .. rd oi1•er wore both 1/164 higher, 
at 23- 5/164 and 23-1/114 rcapecUve1:y, The doll&r equivalonto were 42, 33¢ and 42, 21;. 

!!andy and HarJOaD ' a aett1oment price for fcreico otlvor • • unch&J>Ced at 34-3/4;. 
lot Treaourr'• purohaao prico for forel.&'n aUver ""'' &lao W>Chan&ed at 3s;. 

lfe mado four JIW'chaa~i ~f oilver t otalinc 475, 000 OII.IICOI under the SUnr 
• •vc'll&'u J.ct , Of thio aaoun\ , 200, 000 ouncea ropreoonted a aala fro• luentocy, Md 

<:to rtt>alniJ>C 275,000 ounco1 O!>D&ioted of DOw prodnctioo fro• forelco countriea, for 
~or-.arcl del1YI1'7• 

CONFIDENTIAL 
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F'EDERAL RESERVE BANK 

01" NIEWYO RK 

January 27, 194l. 

Dear Mr . Secretary: 

At the request '!! Under Secretary Bell, I am writing you to explain 
what appur to ae to ~the prinelpaf reaaona tor the me.nner in which the ur­
ket reacted to the current offering of National Defense notes, both in respect 
to the volu.e of subscriptions recei ved and to t he market price. 

Firat, let ae enter a diaclauer. The reception of the note ua the 
re~•ltant of all of the various forces existing i n the invest3ent ~kat over 
the whole country. In tiiliOs suches these, certainly, it is impossible to tell 
in advance exactly what this resultant will be , and even in retrospect not all 
of t ho factors ca.n be ascertained . lly boat judgment, bosed on a study of tho 
ovailablo factors and on reports from tho market, is that the pr 1ncipo1 reasons 
for the decline in volume of subscriptions , and the initial disappointing price 
quotations t~ero the r esult of the following: 

t. 

• 0 

Because of the general condition of the market and the 
action in the market of the December issue of National 
Defense Notes, it had been expected that aubacriptlons 
to the new issue would be smaller, and tllotQents larger, 
than for the previous iaoue . This expectation appears 
to have fed on itself, causing t he subscribers to pare 
t heir subscriptions further than had been conte:~plated, 
on the day of the offering. 

2. This ftO especially true of those groups of subscribers 
which uy be sold to have a apeculat.ht interest, rotber 
th<ln en investment interest in on off .ring or this type. 
~ note of this rate and maturity wao known to have a 
relatively liaited investment market - primarily in the 
larger banks of the country. Those who flare au bscri bing 
to sell, t herefore , cut down their subscriptions sub­
stantially and seem to have wanted to sell out quickly 
at any price above par. 

) , The larger bo.nlts , which in considerable part a.re the. 
f i nal hol ders of sucb not es , on tho other hand, in t his 
aort of a u.rket and with the uncertainties surrounding 
tuture governMnt financing and the course of intereat 
ratea , w..U.d not push up tha ll&rket, reaching for notes, 
ot cours e . 

A apecial factor aa:y ba... influenced the action of sucb 
~ers u urlngo bo.nJta and insurance coaponios in so far 
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•• they d.o not biT tor a quick turn, ,....17, tb& expec.. 
tation tb&t 110118 apecial. kind ot IO'rei'DMIIt MOUriti• 
wbicb are perticul&rl.T fittecl to tll&ir needa w11.1 be 
part of tbe IO'r81'11MIIt 1a -Jor fill&ncinK progru, 

S. Fin&ll.T, &nd. conring in &11 ot tbe above, the llllCer­
tainty which aiate &a to tuture 11011et&ry &nd fi.eO&l 
pol1ciea in relation to tb& !mown -...uud.e ot the 
probl ... involved., 

To Wf1 aind., the eituation be-a clearer if rerlewed. in the Ugbt 
of the eventa ot the peet few 110ntbe, which I truat you will perait .. to do, 
Going beolc onlJ' to laet J.utumt, tbere ... at that ti.ee a •er.r 811betaotial. 
potent ial deeAII<i tor in'ree~te. PriMril.T, tb1e •e tba ,..,eult of tba ccn­
tinuoue retun4inK of Mcuritiee &nd. lo&u at ete&d.ily deelioinc retea w!rlcb, 
in the abeeoce of ~ aubstatlti&l incnaae in tha d.-..! tor bo.olc loaua • necessitated. l&rcer purcb&aea of aecuritiee in ordu to eeet eern1nc requi,.._ 
aents. The fact that inTeetora could not &ttord to diapoae of incc.e productna 
aaseta al.ao accounted. tor til& liA1 ted. euppl.T of aecuri tiea in tbe ~tet. !!'Ten 
though lllt.DT innstore rea&ined. out ot the -rtr:et, either expectinc a rtee 1o 
interest ratea owin1 to the l&rse amount of financing neceaaery to cover the 
large appropriations by Consreee &nd. the inerltable hue• deficit ot the Govern­
ment or awaiting tbe reeults of the National election, there were a011e who d.id 
not feel Justified in deferring purchases &nd the dell&l\d froiD this eourco •• 
in exceae of the eupply. 

The reelection of the J.d.aiDi strotion in No• .. bu waa regarded by 
many ae an aaeur&nce of the continuation of low interest rotea and thia wao 
l.Jiooad.iately reflected. in blyera eoterina the Mrket. 8ubetantial. wideapread 
b¢nc at thet tiae -• aiJCMDted u a reeult ot 1our a tatement, on the aocond 
day followins election, that you would request Consresa to oliainate the tax­
exuption prirllqe appert&lnlng to Federal &nd otbar oecuritiea, llllrins thia 
period tbare ... &n abntpt ·..u. in Go .. arDMnt 18CUJ"it7 pricea &ltboush ~ .. 
fro• tba Syataa J.ccouot tended to preTent a clUordarlT Mrl<et. llotwithatand1•1 
the abarp rhe in prtcea, the Mrl<et, for the 110st pert, ...-!ned thin aDd the 
upward trend in pricee ... accentuated. later by your deciaion to postpone the 
retunding ot tbe llarcb 15, 1941 aaturi ties, and to confine new tinancins to 
ehort-tera ieeuea UDder aiatins llational. Detoneo loaielatlon pendiog further 
action by Congr81e , The bish peale of the aukot waa reached. on December 12, 
and after t .. porarily decUnins nearly reeched the p&&k qain on Deeaber )0 

since When, with the &XCeptioo of a few rallie. , priCII han drifted l ower in 
a thin market, Civina up a l&rse pert of the pine aado eince election. .Utbolllh 
some reaction to the lb&rp riaa in prices aince election ailht naturally h&•• 
been expected. for teobnical reeeona ' tbe decline ..... to hen been eore cloeelT 
related to other tactora of a 110re tlmd•a.,t&l nature. 

Since tbe tum of tbe yur dnwlopMDtl in 11aah1Dcton b&ft c:.uHd ia­
vestora to &iYe aerinld Ulau&bt to the t.I.Da.ocial. probl ... wbicb face ~ 
COUDtry tor oati~ .s.r-. Tbe priacip&l enota thet brou&bt a~ 
altuetioa liVe the redeal a..-~·· report to eongreaa, and , llOI'tl 
do!ioite ...., __ te of u.. bace -t of Treeeur.r !ioancing naco rr r.r tor 

-
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national defenoe and the refunding of uturina .. curitieo, Both factors bavo 
resulted i n a good deal of uncertaitlty &liOn& investora ae to the JDonet&ry and 
fiscal policiea under which the National Defenee program will be e&rri d t 
Although the Federal Reaerve Syatem•a report to Congreso resulted in ;.,. o:ell­
ina, which bad a disproport ionate effect on priceo , its principal etrect, so 
rnr, appeara to have been an accentuation of the tendency of investors to atand 
aslde. At leaet equally aa inoportant in this respect, however, bas been the 
apparent unwillingness or investors to enter the market pending clarification 
of t he manner in which Defense financing in the market ia to be handled . 

Our contacts with investors , both directly and through the deal era 
clearly i ndi cate that on all sides people wieh to do t heir shore in tho fi~c­
ing of t he Na tional Defense progru, and that J.araalJ, they expect such financ­
in& to be dona at low interest rates, altbou&)l not ao low as in the peat f ew 
110nt hs. However , in acl4ition to the over...U proaraa, they would like to be 
advised •ore specifically •• to whet portion or t he defi ci t will be financed 
wi t h special i aauea , savings aecuritiea and .. rket aacuritiea, whether offer­
in&• of a rkot securities will COGe in rapid euccess ion, and whether eo• tilted 
level or rates tor defenae financing ie in aind. Moreover, t he insurance Coa>­
panies and eavinaa banks heve been led to believe by news iteme that some kind 
or a l ona-term security might be offered to them which would be suitable tor 
t heir r equi rements at better than existing market rates and in greater volume 
thnn ~ subscription to public offerings. Consequently, and with some supply 
ot corporate securities recently available , auch institutions have been content 
to stay on the sidelines with respect to Oovorruoent securities , until the 
Treasury' s defloit financing plans were better known. 

The atoregoing will, I trust , hel p to explain the reasons for the 
gener al l ack of demand in the lll&l'ket· since the beeinnlna of the year for out­
standina iaeuea of Goverruaeot aecurl tlee eod for the new lseue of Defense . · 
notes . One important exception to thla situation baa been on the part of a 
fn larjle bo.nka , u.1n1y in New York City, which, not including the current 
issue of Defense notes, heYe increased their boldinae of direct and guaranteed 
obligations by $1.45 ailllon since the beainnin& of the year. Utbougb these 
purchases conaistod -in.ly of abort-tera obligatione, they undoubtedly were 
soJ>Owhat of a restraining influence on the recant decl ine in prices. Another 
point which aeema wo~ of ODOntlon ia thet, eenerally, banks outside of the 
loris ei tiea , owina to the nature of their depoo1ta, are not interested in 
hold i na t be lower interest-bearing aecuri tiu. It ia generally believed in 
the urket that a large pa.rt of the Defense not ea ioaued las t Dece•ber have 
drifted beck to New York, although a tew caaea hne been r eported of" country 
banks subscribing t o and boldina t he Defense notes for patriotic reasons. 

With i~vestora ei t her on the ai delineo or cautiously feeling their 
way along, pending clarification of the country'• tuture monetary and fiscal 
policlea, it waa generally expected in the Mrket thet the reception for thet 
new i ssue of Defense notes would be lese ontbuaiaatic than for the issue ~ 
Dece:ober Thet the curtailaent of eubecription.a was aeneral , although wi 
s lgnific~nt variationa , is reflected in the attached ate~! ~~~t:ec~ 
parlson, by groupe, of the subscriptiona roceiYod in this s r c 
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issues or Deteoae DOha. With raapect to the u.rket price tor tha new iwsut on January 23 1 the clay on IIIIich the teno1 of the new iuue """ announced ' the market eatl.aated that tha new Deten1e DOtea aboul4 ..U at a pralllua ;...._ where between 3/81 and 5/8• ot a point. RoweYar, u the ~ progr .. aed thole estim&tal were reTl.aad downward aa report. • re recebed in the u.rlr.at, ciinctl.r troll IUbecribers that, in MDT caaea , aubecriptionl were either be1q entered tor ,...uer a.ount1 than uaual or DOt beina 111tered at aU o•ina to the poaa1-b111t1oa of a uall aarket pr ... ium. B)' the close of the day, market eltiaataa tor the preaium were lowered to arCWld l/8 to l/ 4 of 1$ and thio fi,ura •• t'urther lo•erad before the openina or the .net the next 110rn1na when allot­aonts to be •de on a aubatantial uount of -~b1cript~on1 reached the market for sale. Initial aarket quote tiona were 100.2 bid, 100.4 aaked, and since then the ne• notes ban ..,ld •• hish •1 100.6. Blqins inttreat baa been concentrated in several lara• benlta. Tbe fairne1s or the pricina or the note 1e erldenced, I think, by tbe nllinanesa of eo ... or the larae banks and daebre t o purcbaae eubstantial uounte ot the new nota in addition to the allotaeGts tbe7 ezpacted on their aubecripti-. I should not be wrprised it the n .. note take1 ita place close to tho utillatel Wllall and until there 11 ICOie •Ilana• in the aeneral level of pricea and interelt ratea. 

You IU,7 have noticed that thare have been reporta in the press that increaled pressure aaalnat the practice of •tree-ridlna• ... part~ roapon­alble tor tbe decline in IIUbscriptiona. OUr attoapta to orodicate thia apocula­tive practice have becoq 110re auccea1tul witb the amplitication la1t ~~~Mer of the required certif'ication. Aa you know, the leadiftl dealer a have cooperated in th11 effort, bell•Tl.na that tha ella1natlon of deallns in aubecrlptlnna prior t o tbe cloaina of the booka -.. in the interest of all concerned. Tbia, I under­a tend, baa been your politico a1 wall u ours for aoae year1. The informal organization of dealera, which receotly wae enlaraed to include all inveataeat houses with 1lboa deallna in -rr-ur:r aecuritlea 11 a principal concern, ... ,.. tully beck of this ettort 1n thiw iaouo, with tbe result. that u.ey tree- rider• did not enter aubscriptiona. 

Honorable Kenry lloraantball, 3r. , 
S.cretary or the Traaaur7, 
llalhlnaton, D. C. 

&>e. 

. . 

----------

hi tbt'ull7 rours, 

&Jt.~ 
Robert G. Rouae, 
Vice Praaideot. 
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TREASURY DEPARTMENT 

lNTER..OFFICit COMMUNICATION 

DAT&J..a&J7 Zf, 1MJ. 

To llr. llorcea~ 

....,,. •· B. RadleJ 

mt"!! JILL grnum 

.a. .. er. oa la\ 100 4'0er. 1a\ 100 ail, 4'0er, price for !o\al wa4an 
1&11 • ..-c4.Jl • Cb.i. JJ • Cld.lu\ wk. cna\rz let\ !k. E!C4.. !I' • 9'· 

tl"'-7 bllla 100, 100.002 100.+ $211,157',000 

Regraded Unclassified



l-.1.1- 'I-I 

Sxtr&ct froa the 1942 Budget 

The Defenoe Program and Dofoneo &lpendituroe 

Sixty-two percent of the oxpendituroo propoood in thlo Budget are 
for national dofenoe. No one can predict the ultimate coot of o prograa 
that io otill In development , for no one can define the future. lhen 
we recall the otaggerlng eh!lngoo In the world oltllt\ Uon in tho laet ob 
aontha, we realise bow tent&t1Te all pretent eat1aatee .uet be. 

'lbooo oxpendUureo met be oeen ao a part of a defenee prograa 
otret ch1DC onr oneral yearo. On tho baoh of the appropr1at1ono and 
authorl rationo enacted for national defonoo fro• JllJio l 9llo up to the 
pr ooont timo, pluo the recoaoendationo for aupplomontary oppropr1atlono 
and autborlc&tione for 1941 and t~o r eeo .. endati ono contained i n tbio 
Budget f or 1942, we have a prograa of 28 billi on dollaro. 

'lblo lo a vaot au., difficult t o vloualice in terme of work actually 
to be done, If •• can prove that we aro ab1o to orcani•e and execute 
oucb a gigantic program I n a democratic way, we ohall have made a poeitivo 
contribution In a world in which tho workability of democracy ie 
challenged. 

Thlo dofonee program is ouaaaricod bo1owl 

Jppropriatione, autborlcatlono, 
and rocoamendationo (Juno 

1941, 1941, 1942) 

J:rrt:/ ••. 0 ............ 0 • • •••••••••• 

laY)' •....••.•• •• • • .•••.. .. •.•••• 

ltxpano1on of indue trial plant • • • 

Other defen-e aet1vtt1ea • ••••••• 

Total .......•. • • • • · · 

(In allliono of dollar e) 

$ 13.704 

1,902 

1, 287 

28, 4ao 

Regraded Unclassified
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I• rep)¥ retn to 
1/. 840.51 h01111 Ore41h/121'7 J&11VU7 ?!f, lMl. 

!be lecretar,r of ltato prea.,ta hia ooapl18aata 

to tt.. Boa-blo tha leoratar,r of tha fraaalD')', aa4 

reforrJ.ac to tha freaa'0.1'7 Depart••t'a loHar of 

Jaau.z)' 4, lMl, coeooraJ.ac the tr ... afn of tv.a4a free 

Ooatral 4a 1a llapubl1oa ~rpaU.u tor JllliJM&t to Tarioaa 

~rpa\lao f1ra tor ••t aa4 wool Jll'od""h ah1ppa4 io 

hNlOO, oacloeea ha....,1th II oop1oa of tolavu ao. '715 

frO. \a.. ~rl- ... IQ', Ja11a01 ~irll, UpDii.Aa, 

4aio4 JUIUZ'f 211, 1M1. 

lacloaurua 

15 copioa , ao. '75 
of J UJUZ'7 211 fro. 
laotDOI~I• 

OopiMI aJa 

344--
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S.OH\&17 of State 

lfaahiJic'oa. 

715, .T-.-:q 2&, aooa. 

OlAf 

lluaoe Aireto 

Da\et .T&IIQ8!7 2&, lMl 

llec1 4 U1l2 a.a. 

llefereBOe De~••''• iutrueUoa 681, .Teav.rr u. 
JUll report •••t air aail 7eetera.r. fbere ie ao 

4cu'b\ 1D \be op1Dioa of \be la'bue7 u to ?&1141\7 &114 

&lltbeaUc1t7 of \beee accOUDb .,.4 releue of flm4e 1e 

rec-a4e4 to eD&'ble P"'J'MD\ • 

.Alii COl 

IJ8J 

A 

.l 

Oop1e41 ~ 

345 
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Beterrl114 to tba hl•cr- troa tba Depart_, 4ah4 lloTe•ber 28, 
~ 

8 p. •·, ooJLOeft11!14 holder• ot dollar b&llk 'balaalo••• 1t 11 Ull4eretoo4 

tbat tba ..S.1DlltraU011 ot tba re.,.UUon• bae procnue4 without 

caul1114 h&r4ehlp aD4 vi thout 41eorW~~&Uon. .&.erlcau perw.e.ntlJ' 

4o.lolle4 1ll Ill41a .,.. 1ll tbao~ not eJOt~te4 troa t he re&'Q].eUoae 

blot tbu tu ao nch caau ban UiMDo 

Cop71&la 
J 

' I 

Regraded Unclassified



llo. }6. 

Ria II&Jeatr' a Aab&aaallor prattnh hh 

ccmplimonta to the secretary or State &D4 

in confirmation ot a telephone •••~ giTen 

to llr. Sto-.rt ot the Dh1aioa ot iOuropean 

Atfaira on JanU&rT 24th, haa the honour to 

iAf'or• lo:r. !lull that the !elcian CoDtO 111\a 

been included in the aterlia& area by a 

'1':-eawry or"-r effecthe Ja,.Jary :!lith. 

.. 

B!'!TI Sll Xl.!BASSY, 

a SBIIIG'l'Oli, D. C, 

Januarr 27th, 1941. 

COPY 

34.7 ... 

Regraded Unclassified



348 
1'!111 1• a 001'7 llr. Fole:r took to tbe 8t)O p.a. -tin& at tbe lhite Bonae 
on {{27'41 men t.be Pres.~t held a -tin& with the Cona;reseional leaders 

ecuu ... ndaents. The ... tldaenta t;yped on here are copies of t.boae 
Jent to llr. Fole:r b)' John O'Brien of t.be Houae Lepaletin Counul. 11r. 
Fole7 accoepaniecl t.be Secretar;r to tbe Met1JI&. 

77mCONGRESS H R 1776 lnSr.oatox • • 

IN THE HOUSE OF REPRESENTATIVES 

JA1<0AirT 10,1~1 

~lr. ~I..CO.>~ACK intmdnood the following biU; whidl ""' .... r • ......t to the Cono­
mittee on Foreign AtJairs 

A BILL 
Further to promote the defe~e of the United States, and for 

other _purposes. 

l Be it enacted by the Setwte alld llouse of Representa· 

2 lives of the United States of America i11 C()ngre& a88etllbled, 

3 'J'hnt this .\ct mtlY be cit~>d n• "An .\C'I to Promote the 

4 Dt·frnsr of the United Stntcs". 

5 St:c. 2. As used in this Actr-

6 (a) The term "defense article" manns-

7 ( 1) .Any weapon, munition, nircrnft, vessrl, or 

8 boat; 

9 (2) Any mnt•binrry, f!ICility, tool, material, or 

10 ~npply nl'(l('SSIIry for ibe mannfnctnrr, production, proo-

Regraded Unclassified



34.9 
2 

I Ning. rrJ)tir, sefYieiug. Or Optnllion of any an.iclo 

2 clNrihtcl in th.Lt ~ul~tction; 

3 (U) i\uy oom)>OD(•Dl rwuerial or pan of or equi~ 

• n1t>nl for nn.'' iu1ielt dcscribe:d in tbiiJ aubseccion; 

6 (4) Any other <lOUml<.djty or ~u1ido for defense. 

6 Hndt t••ntl "ddrns~ lirtii'lc'' inclodC's any 1\rliclo dc~~tribW 

7 in tl•i" ~<tll~oc·tit'll: lbuufs<:tured or )Jt'OCurcd puMillut to 

8 to -.toc-tiuu 3, ur to which We United StAtes etr any foreign 

D IO''t"MUJM'IU h11 or hnMfl~r aoquirtS tide:, }i'C)MeUion, or 

10 OOIIIn>l 

u (b) Tbt ltnn "dol..._ .. infonnatioo" IIIO&IlS uy plan. 

12 •P«"ifln.tiou, dftign, procotype, Ot' infonnarion ptrtainiDf to 

13 any defe.111e article4 

St;o. 3. (a) Notwilhstan~ljllg the provbiOIU of &ny 

)6 ocher l11w, the Presidem may, from time 10 time, whtn he 

l~S dccm11 it in tlw intert.'ft of nnlidlutl defl'ltUIC, I'Hithorize the 

17 St'<•rl'tlii'Y of Wur, tl•e ~cr..aory of ll•o Na,•y, or dle head 

18 of lillY mlwr depenmem or agency oi the OovC'nHnont-

19 ( l ) To uUtnufacnue in ant·oals, f1ctorie:s, and lhipo-

20 yanlt under their jnmesion, or oche:rwi.Jt proourt, any 

21 dclr-c1-trt artidt for 1b.- gon!mmenl of any oountry -.-b<l8e 

22 ckfen..,. tbt p...;.Wnl .dtemo ,;taJ 10 lhe dtfe1110 ol lhe 

23 Uai1«1 Slala. 

24 (2) To ..,u, trallSfer, exobango, ~. lood, 0< 

• 350 

3 

1 oc.btrwise dJtpc~M: of, to any auc:b ~OYtnunnu &n\' dtft1be 

~ in an.itle, bolt no ct.r.._ art.1c:~ aot. ~act.ured or ilfOC\II'Wd Wldv 
8 M.1 ftt be db,.oMd of Uftd4to Lhb ~ h em.~t. a.rw hOb 

5 

6 

7 

8 

9 

10 

u 

12 

(8) To teet, ill!lK'd, pro,•t, repair, omAc.' rl!'t.-Gndi· C«~.wl:t.at.10Q 
. I , with u.. 

liOn, or 0t ltrwc~ to J)~l4.'e in good working ord<'r nny Chlet or 
St.a.ft ot the 
ANt or t.he 
Chlof or 

defense nrticla (or IU\Y fiUch gv,·enuucnt. 

( 4) 1,0 OOIIIIII IIIIitate to IUV 11-Ucb b'(WC-n liiWIIl 1111\' U~vCil ()per-
" • atlont ot 

defense infontuuion, pt•naiuinll to Ill\' def<'o .. t fll1icle ~· ~'7. 61 
· Wil r rll.i.-

fumif;btd to jjUdl ICO''tmm<"nl nuder J)IIJ'Agf1lJ)h (2} o( !;:!.,~t,.. 

d1li wbsection. 

(6) To rtiNIIf for upon •ny dtff'Jl_.,... artidt '" 

any such ~,·tmnk!nl. 

(b) Tbt lf'mf'l .uad cvodit~'ttc: upou •-him U) ~ 

18 fortign gu'-enuHtnt. ftt'th·cs any aid authori:ztd uudtr ,..t~ 

J4 ~e<~ion (•I il>•ll bo till"< which 1h• Pmid•nl d<"'""' 
15 sati.sft~ctory, and the bene6t 1o tbe United Stmfll 111ft.\' I'H.• 

J6 po.ymcnt or f(!J>•tymeut in kind or propet1y, t)f lli•Y oll1er 

17 cliroot ur indited bcncn, which d1e Prl"Sidc.nt dt•tm" 
(o) Jltit.ht r \.ht Prulden.t. nor tho bead or lln)" dtJIAI'\mltRt. 

• (&CW or f.&"M7 ahall, att.er Jut~e }1). 194}, t urc:iM IA1 or 
;oqr-• eodf~~~ or ~II.Wlt. t.o tub..et.icn (a), ueept. t.o Cll'T)' Otl.t. a o.ontraot 

19 StOO. 4. All oortLracttt or agreemenl! ruade ror 1he di.,..=a~"'wl-: 
·r . .ucha 

20 position of •ny de£e:u~e Al1icle or dt-.ftn.q m ont111wu JM.Ir· pw-t'MINftt. 
, ...S.t bt!ON 

21 suanl to ltCtion S t1Wl cont~~i. • ('lt~M b~· -.-bid:! lht fom~ JW7 1,1943. 
(d) lolhiAC 

22 gonmultlil undenaket Wet it Wl not. •it.how dt,. ~· ~1.;.&ct 

23 of me Pm:idttU, ltl~fer tillt 1o or ~oc of sacb dtffftM ::U\borU:: t.c: 

2~ orticlo or d<f<D,. info,..;oo by gill • ..U.. or tllh<rwiw. :, .. ..:-"" 

• l""><l••u- ool - Qaftl n1Ml.e or tbt Uc.U.ed St.&t.tt . or oomo}'inl .,.. • "'~ 

Regraded Unclassified



1 or IM'nnit it~ IL't" by au~·mtt DOl an offieer. eo1ployet', or 
2 ",IC('onC tJis•u·l. (ol'f'ign gtwenmlf.nt. 
s Hoo. n.W·hc & ...... , ... , . ul Wnr, th• Secret.ry of the 
4 Xrt''·"· or rile llcrtd or lilly oll•er de(Nirtmeut or ugcnoy of 
5 the Oo,·enunent iu,·oh•rd !!1Rll, when Any such defense ore:i~ 
6 r~ or deft"'l~ infomuuion i~t exported imutedistely infonn 
7 the dtpartmtnt or ogtnty de<igruutd by tho Pmident to 
8 •duoiuistcr te<'tiou 6 of the Act ol Jnly 2, 19-10 (64 Stat. 
9 714), of 1114" l'Jllllntititt, cbtUllA.'lter, vaJue, tenns of dispo!i ... 

10 lion. ftnd dc·stiw .. riou t,r the 11r1icle ""d in(orrnation so (b) 'lbo ..... lliont r- ·- 10 \U.O, bu\ DOt UOI l'toquoo\J;rl U exported. tN.n onoo eYoey n.1net r days, eball tranadt to t.bo CoDCf'N roport or op.rat.1ona under Uda Act ucept aucb Wo.at.ion •• be> dMaa U not o.-12 f<oc. 6. (•l ,.,,.~ i< lwl'l'b)' •nthoritecl to Lr appro- :!',.bl~~~:•Ll<'!• 
13 1•ri.ttd from linK' to tinH', om of 1m~· mnne~' iu tlu'! ~lfury WNt\ oloso. J4 • not Olfl<'fWi"-4.• llJll,rO()riatttl, llltt4t lliUOUIII!I; 81' llllll)' 1M" Tlf'C'4"ft- ~W... 

JG Mry to t1lrry out tlu) l>ro,·j,imL<i and et'('()mpldh 1he f'UTtlO!It$ 
J6 of tbis Acl. 

IUI>Oo<>tlA>c 

bo '"""'Ql"' ... ... ...,. 
Ji Stoat.o 01' (b) All money 1111d •11 prOJ>Orty which i~ converted Clerk or 

-of 18 into tooney f'f'Ct:h·ed under Jlecrion 3 rroru tt.ny government. 
19 shall. with the appn><ll ol doe Dirtdor of tho Budget , S.Oiit.t 20 re,·ert to tbe Mpfdh·e approprie1ion or appropriations out lk.'Ue of 

2.1 ul which funds were upended with '"pt<t to the dtltll$e 
22 1utidc or drft•nst' infonnation for whieb surb ootlJideration 
23 i• I'I'C'fi<ed, • ud •h•U be av•ilablc lor .xpenditu,.. lor the 
24 pal'JlOtO lor "·bit~l •nolo expended fund• wcl'll nppropriotcd 

1 IJy l11w, during tho fiSt'tll ye~tr iu wl.irh aueh lwJCIJ are 
2 ~ivf'd and tbe ensuing fil!Ml YC!tlr. 
3 R110. 7. Tbo Semtary or W•r, the S.cretnry of tho 
4 Navy, orul tho hood of the dtpartment or ogency •h•ll in •11 
5 oontncts or ogrttmenfl lor the di!J10Sition ol aoy doleooe 
6 1trticle or d(•feuse information fully proced dtt righta of all 
7 citiwus of the United Suttes who ha,·c l•lenl rlgbu iu and 
8 to any ~ucb r~rticle or infonmuion whid1 ill hereby AtHI1orized 
9 to ht disJ>O'Od of and the flll)""'"' eollc<1'<l for "'Y•hiC! on 

10 •uelo pawn. sloall ht J10id to the on<""' And holdr"' of ""'"" 
11 fllll<ntl. 

12 Sv.c. 8. 'rhe Secrttori., of War and of the Navy . ,; 
13 h(' t'e~y flUI I•ori.zed lo tmrtb~tSf' or odtrr"~Jl.C 11cqnirc ann11. 
14 Atn111UIIiliOtt1 Alltl iml•lt~~m•u(s of \1/Jtr lltOdUC(!fl wi!hiu the 
15 juri11di('1ion of any country 10 wbif;l• section 3 U! rappl~~~l.,, l 
16 wl»eoe,·er 1he ~idtm df'f'lftol SK"h purtha.sco or •CXJlll!ltlon 
17 to ht u....,.ry in tht intemu ol tht dtl.,. of tho United -t8 State•. 
19 S1W. 9. Tl~t~ President m~ty, from ciwe cu time, promul,. 
!!() gfU.C IUCh nales 1111d I'CguJMiOn!l tilt rru•y be u~'I$Sllry and 
21 tJrQ'ptr to CA~rry out any of che pro\~idont or tbit Act; and be 
2:2 n:oay oser<ioo any powtr or autb<>rity conltmd on him by 
23 thOr Ael tbroagb oooh department, ogency, or oftim u be 
2! •ball diuel. 

) 
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IRITIIM IMIAII'r, 

WAIM IMCTOM , D.C. 

Personal and Secret January 27th, 1941. 

Deer Mr. Secretary, 

I enclose here i n for your 

personal and secret inforroetion copies 

of the two latest report s received from 

London on the military situation. 

Believe rue , 

Dear ~. Secretary , 

The Honourabl e 

Henry fl.orgenthau, Jr., 

United States Treasury, 

Washington, D. C. 

Very sincerely yours, 

• 
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l 
I 

ttttt l•=zn ••h· lHl 

1 . 11aaw .. all1pa "' at oo~Wa, of 111 beft 

arr1n4 ta \lie Uni\ed u....- fro. fl1orre LooM ,...lat~~a 

\hroo wore oi&U ar d._aad 'll!r atr auook. caraooo aaau, 

tooele \lAtta. 

a. Woa\bolllld oonyo, ot ae ah1po boa c loiiJ'OCI woawn 

approaolilaa. 

a. l\aUaa au ... riM pro•toaa~ reporwd a\ Lao 

Palaaa lat\ \bero oar~ ••" • .,._1'7 Urt. 

•· ... utab -rabaa\ abip oa pa .. qe \o ovbaa 

I'OJ)OI'\04 Mill& ~d a,a, .Ja ... 17 84\b §00 a U ..... , 

ot \bo le7aollialloa. 

§, Qat'wroaeo para&JOaPII e of oporaUoMl llo. 84, 

two abtpa ot ltOO and 8800 \ona are ropor\04 aal ..... ~ •• 

k\ \bero 1a no \rec a ot \bo o\bero. 

6. 1111\ag. L11Wa· Po,..,.. da\aoM811\a ot ov 

.,....,... \l'oopa are 16 aUoa _.,bot.._. ... Krro ,.. , ._ 

Moktlt. ~ raaraurd 1a lloal .. •aa•.-4 aaw1Cia ._.._ 

Do,... Nail lan ailaa aouua oaa\ or PoPM. 

'· Mral f.lr lOE!!• a.11.... Pip\Ore or \lie 

... ,. A1'r1•• AlP ,.,... abel 11 ... - Iwltaa boaMr 

UICI 4-..• , ... .._ .. -len •• .70111101'7 aart. 
e. ._. ,.._,, 11.-1 ot .J......., 1M - u.-. 11a 

&o..roru drQa•• 1 10114 atnot and enoral bOIIM •• 

........... - .&.oriaMe AM-W OWal'ftU .. h -~ 

poealllle. 

v. • Air POAf· J11nua17 86\b. C:.O~ 

l'ra .. tlll-•••• .. -• 'W tlftilo tlr<~ran olllJ'. 111_.., at,_.., 
14 - ••· 11o 0110~ ac\1Ylty . 
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Telearaa tro~ London dc\e4 

J oDDaJT 26\ll, 191<1. 

at Aluan~rh p. m. or J•nUMl'J .!!) tb. Two BrH1ab 

orultse r f\ - pa rt o r " covor1ng f •lJ•ce - .-ere a t LbCtUHJ b¥ 

OeriMn atrerat\ 8 ·1 booobe ra If .... ' · or h Yfonger J r nuart 

24th w1tbou~ 4nmage. 

2. • Brl\hh ah1p ( 1111 tone) waa •=~ by 1111no 

i n T h'lt!18 8 ~<e tuary Januftr7 24 th. ' UT'et&ttn a\lrvivor out. 

of" ?~ • 

} . 11111 tarz 
a t 1000 Itd1nn nnu 700 1.1b.v•nG. The;v 9r" eu f fer1N froro 

bad ~ a~er nnd tood eb ort.uae. 

!!.liD· In eeTarttl a r eao ou r pa t rols a re now 

well i nto eneoq terr i tor.v. 

6. Me01 terra.nesu On n1~\ ot Janua r T 2jr<l/24 th 

our aircraft 4r op. e 4 2l tone o r bo~a on ~arltaa ae rodro ... 

Lllqa. Gn JanuorT <4th t hr<!ft anet117 lanli1ng 

around& 1n Be11Clla1 area were a H acke d at one of •hi ch two 

1roundad elroran were do.IM&ad. 

8. 1£1'"'' On Januu r ;v ?4th our bombera atta cked 

B1ah1a railhead ~\\1ng a ta\1on, r • l l woy trocka and motor 

tl'lnaport . OV.r t1gh\era athol<ad 11 troln on t he r a Uwa.r ldl4 

• .,. ea apel'lt10Jl d,..,ren bo-d U.. 1\ftngar an4 -chlM 

,....... trel\obea. Ona anei!Q' a1 roratt we a pr'obably 4alltlgot4, 

eao tllllr daatreT•d on t h e ground • nd a th1r'd daiMPd on t llol . .._.... 

'· Otrwp Air lortt • J anuary 25th. AoUY1\T 

.. lllg t•l• a n4 contl nad to a 1rgle a 1roratt . 
10/ Regraded Unclassified
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PERSONAL AND SI!ORET. 

Tl'e Honourable 

358 

l •tTitN lMIAnY, 

W'AIMI . CTOI , D. C. 

January 27th, 1941. 

Dear Mr. Secretary , 

I enol oee herein ro r your 

personal and secret informat ion a 

copy or the lateat report received 

t'l-0111 London on tbe mili tery eituation. 

Believe me, 

Deer Mr. Secretary, 

Very eineerely youre, 

Renr,. lloraentheu, J r . , 

United States Treaaur7, 

waeh1naton, D. c. 

• 
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1. ll lDetMn ahlpa cnu ot oonvo7 ot H ha'" 

N'l'ho4 1n tbe Uolh4 ltl n&dOII ti'OII Shi'N IAOIMI 

rou1ol na tbl'eo .. ro ounk or deaapcl b'f olr atteol<. 

c arsooa aootl7 f004etutta. 

lo WOatbound OOD•OJ Of :10 ahlpa baa c loaro4 

.. a\ora approocbu, 

a. ltallu n~rlao prn loiUlJ r aportoo at Loa 

,.t..a loft tbero earl:J a.a . J lliiiiiii":J ~rd. 

•• brltlah aor~hoot ah l p on pauoge to DurbaJI 

roportoo be l ng bo:abed a . .. . Janwoi":J 24th :100 .. nea eoat 

of tho Soyaohelloa. 

11 . Rotoronco paragraph e of tolegro.m of January 

Two ah lpa ot 1 , 800 and :1 ,800 tone ara r eported aal­

._gablo , but there la no traoa or tha othora. 

e . llllltm. 

r orward deteolaonta or our an:ouro4 

troopo are M> a lloa aouth or t>oaba and ourrouodla& 

.. 11111. 

?. Jtoxal All l pft• 

I!J'etroa. 

r l gbtera or t he South A!rloan Air Joroo abo\ 

c!OWD ODO ItallaD boabor a nd da.,.ga (l 2 Othal'a O.,.r Jleru 

on J a nuar, Urd. 

o. 11- Front . 

l l r)>' or /ODIIIII":J 24tlV26t bo 

--A aevoral bollbt at aubnar1De dl'oppe4 :1 lapel a lMa """ 

baao or LOrtent. Acourat• oboer, .. uon It not poulbla . 

I o. 
Regraded Unclassified
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-. -
o. ce~n Alr t oroe• 

January e• th. Coaetal reoonna1aaanoe bJ 

al ngle alrorart only. 5 1th~ or January e•tb/i 6th. 

No en.-y aot l•1ty, 

Regraded Unclassified
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!!191!!9T 

Srn!ATIQ! IJI!'ORI 

I , ll!ft!m The&t.er ot War. 

l . Air rorc• Operatiopa. 

II. GE!!k Tbeat.er ot War. 

M.I,D, 1 lf,D. 
JAn\1&1'7 27, 1941 
l2100 11 . 

1. Ground. Reetrietec:l operations b:r the Greeka, 

2. ~. Maa attackecl b:r Royal Air Force ancl front ob­
jeetivea and SiiOnika bombed by Itallana. 

III. Atric51 ancl lladiterranean Theaters of Jar• 

1. Ground: 

361 

WJ!.I!• Britiah in contact with Italiana eaat and aouth 
ot Derna, 

~Ell!:!!• Bi.aha haa been captured I>T the British, who 

are IIIO'fing oa ~t, 

§thiopia an4 Italian Sam•' 11 !!!d· Brit1ah operationa of 

l1,nt torcee continue. 

2. A!£• ~· Royal Air Force bolllbec:l landing tielcla. 

:J , naval. Claimlll&de that t110 other British cndaer• were 
crippled in JAniiU'f 10 raid and are now being repaired at Alaandria. 

Regraded Unclassified
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