
TO 

Subject: 

TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICA'TlON 

Situation, 
February 15, 19~1. 

SUIIUIIllry 

CONPI DENTIAL 

(1) Commodi ty prices l ae t week showed aixed trends. 
Gralna and Yerioua other products moved lower, influenced in 
port by a eharp decline 1n the s ecurity aarketa. Pricee ot 
imported comod1tiee, on the other hand, were generally higher 
on rear& or inoreaeed shipping ditticultiea. 

(2) Eat1aated eern1nga ot 1nduatrial corporations tor the 
last quarter ot 19~ remained a t a high level, although they 
felled to reflect the tull r i se in industrial production. 
Earnlnge of 1nduatrial corporations in 19~. according t o 
Standard Stat1at1oe eetimatea, we1-e 2~ per cent higher than in 
1939. 

(3) Railroad earnings have improved as a r esult of the 
1noreaee in ~reight ah1pmenta. Met railway operat ing income 
or Claea I railroad• in December reached the highest December 
level a1noa 1928. Mew orders tor freight oa.ra were sharply 
increased 1n J anuar7. 

(~) The hea.y volume ot automobile production i n recent 
sontha baa been accompanied by hea.y retell aales ot new care. 
General Motore new car ealee t o conaUIIera in Januarr broke ell 
recorda tor that .ant h, and ae a result the ratio of new car 
stocks to eales at the end of January wae below the levels 
shown on the eame date in the past several reare. 

(5) Steel mille continue t o book new orders in heavy 
volume. New orders received by the u. 8. St eel Corporation 
1n Jenuary reached a new high since October 1939, and in the 
firet week ot the current month they have shown a further gain. 
Steel produc tion in Januarr broke 'all mont hly recorda tor the 
1nduatry. 
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Veakneea in epeoulative market• 

Man7 oommodit7 prioea aove4 lower laet week, influenced 
in tW"t by a eharp deoUne 1D 1eourU7 prioea, in 'MhJ.oh di ... 
quieting foreign neva and inoreaee4 unoerta1nUea about future 
tax burden• were appe.rentl.7 t he prlurT intluenoee. KeTerthe­
lell, pricee ot a nuaber ot oo.ao41tiee roll to higher l.eTela 
nth tuturea prioea of oottee , rubber, eilk, h1dea tin 1ea4' 
and zinc shoving not1oeabl.e nrength. Prio" ot ~port~ __: 
aod1t1ea general.ly roae beoauee ot tear ot a ebortage of lh1P­
p1ng tacilitiee, with additional concern about ehipping troz 
the Far East. 

The weekly BLS al.l- oommodi ty index baa eagged t or two 
weeke in succession (veeke ended Febru&rT 1 and S), attar 
rising steadily tor eome weeks. Declines in tarn and food 
products were the primary taotora. For the aonth of JanU&rT 
the coat ot Uv1Dg, ae reported by the National. Induetrial. 
Conterenoe Board, advanced onl.y t r aot1onally to 86.0 
(192} : 100) ae oompe.red with 115. 9 in Deoeaber, the aal.n ele­
ment 1n the change being an inoreaae 1D the ooet ot tood. 
'!'he ooat of living index 1D January vae but moderatel.7 higher 
than the l94o low of 1!~. 6 . 

Steel buying mounta. January production aeta record. 

No let-up baa occurred in the heavy voluae of ateel or ­
ders , which apparently inoludea a considerable voluae of an­
ticipatory buying. !he Iron Age r eport• that in acme produota 
mille are al.aoet entirely booked up tor the aeoond quarter and 
are tald.ng ordere tor the third quarter and later. Backlogs 
are reported to hfo.ve beooae eo large, and buying eo en ended 
into t he future , that the question ot priorities is aseualng 
1ncrea8ing iMportanoa. 

Some measure ot the eoope of forward buying aay be gathered 
trom a recent report by the Detroit Purchasing Agents Aaeooia­
tion that 62 per oent ot i ta members wer e buying material• 
(other itema aa vall aa ateel) tor aix months to a year ahead, 
ae compared vi t .h }6 per oent a month ago and only 12 per oent 
a year ago. It wae further atated that aaaterial.s going di­
rectly into armament aanutaoture are nov baing ordered tor 
19~2 dell very in eome oaaee. 

The volume of actual. ordera tor ateal tor detenae uses ia 
1ncreaatng, and ordering in eo•• oasea hal been epaeded up. 
Deliveries ot steel tor 200 merchant ehipe to be built in ao­
oor<ie.nce with a program announced by the Preddent at the 
beginning of January , Vb1oh vera to have started about July 1, 
hnve been moved up t o etart in March. 
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RaporU ot hN.Y)' ateel 'IIQ1Jic lD JfiMU7 are borae out 
b7 11e10 or4era reporie4 b7 the U. I •• , .. 1 Oorporetloo IPr the 
.onth, wh1oh ahDwed a rlae to a •• hlp alnoa Ootobar-,939. 
(Bee Cbart 1, wpper aectioa.) lblpaea'• of tiai~4 ateel 
b7 the ooapan:r 411rlag JamaaJ')' reaella4 the baa' lenl alDoe 
11a:r 1929 whao ahlpaenta were oal:r a trltle IIJ.par. Deaplte 
the turther rUe ln et .. l lh1s-eata, tlw ocapear, eatlate4 
backlog ot untllle4 ol'4era oonUlllle4 to expand. (RIIter to 
Chart 1, lowar "ouoa.) DaJ'lq the flret waek ot the CIIIIJ'HIIt 
aonth, new or4ere reoe1Ye4 b7 the U. I . Steel Oorporet1oa ro" 
to 161 per cent ot oapaoliJ. 

steel production or the entire lodueti"J, aa reported b7 
the .lllerioan Iron and Steel tnet1tute, r eaohed a new record 
h1gh in JaouaJ'T with a total output ot nearl7 7,000,000 tone . 
'lb1a t1gure exceeded b7 nearl7 5 per cent the pnY1oua peak 
reached leet Ootcbar. 

During the 0\lJ'HDt nek eteel opereUou are aoheduled 
at 91!.. 6 per oent ot oapaoi t1, u ooaperad wlth 97.1 per cent 
la&t nelt. Labor troubl" 111 the Yo1111ptowo and Bllttalo 411-
trlota and Npair work 111 the Cbloa&O dietriot han been 
t aotore in thle reduction, a t'oordillg to preu reporte. 

Auto.oblle production and ealea booa1ng 

An outatan41ng feature ot tile unuauall:r hlp 1en1 ot 
1nduatr1al production ln reoeat .aotha hae been the euetaiaed 
heu7 YoluM pro41&ct 1on ot auto.abllee. Production ln 
October, Nonabar, Deoeaber, and Jamaai"J broke all recorda tor 
the respectin .anthe nth oae ezoept1on. (Deoellber 1936 
el1ghtl;r exceeded De-bar 1911<>.) 

In Ylew ot thla heaY)' output, repea10e4 raterenoae haYe 
appeared 1n the preae 1D101at111& that -.nutaoQlJ'ere han been 
ruah1ng produoUon aa a edegual'd apinet poulble CIIU'ta1l.Dea10 
later arialng troa aeteaae reqii1J'e .. nte. ~ quee10ion ariaee 
whether an unw1eld1 altuation 1n new oar at e.-. aa:r haYe beea 
built up b)' the iftduatr:r, aa IIIICI''* b)' a reeent PI"•• re­
port that nrehouse tac1lit1" in autoaot1Ye oentere ware 
Ja .. ed with new care. 

Our tlgurea iadioate that atooke ct new oare are rela­
t1Yel7 low, oonaidering the preaent YOl~e or retail aalea. 
Although General Motor•' report• ahow that new oar atoolte 
han been bull t up conai4erabl7 aince Auguat , and at the eftd 
or January were 2~ per cent hlgber than a :rear earlier, the 
Janull"1 ratio ot car etoolta t o aalea tell below that ot 
Januar:r l94o. (Bee Chart 2, upper aeot1on.) lloreonr, the 
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current situation etande out in aarked contrast to that pre­
ya1Ung at the end or Januar)' 19)3, vben nev ov atooka vere 
more than three tlaee larger than the month's ealn. 

Used car atooke also ahoved a more ravorable ratio to 
sales at the end or January 19~1 tban on the oorreepond1ng 
date or the past rev 7ears, aooording to the General Motors 
figures. Nevertheless, it should be noted that the aotual 
number of used care i n s tock roee to the highest point in 
recent years. Thus , 1t aDJ development should eudden1y occur 
to cut into the pr esent high salee rate , dealers vould nrob-
abl)' find current ueed oar stocks excessive. -

201 

The rising trend or employment and incomes baa doubtless 
been primarily responsible tor the heavy volume or automobile 
oales in recent months, although sales may have been stimu­
lated to some extent by r ear or possible production curtail­
ment . General Motors ' retail sal es of 1941 mo4el care have 
run subst antiall y above t he oorreepond1ng period& or t he past 
tev years. (See Chart 3 . ) Salee lllade an unusually goo4 shov­
ing in JanuarJ, as they deollned auch lese than seasonally 
and ran no lese than 39 per cent above January 194o, eetab­
lleb1ng a nov high tor the month in the company' e hie t or y. 

Railroad earnings improve. Equipment buying increases. 

Although the eeaeonal peak in freight carloadings last 
October tell belov that or 1939, tratric again began running 
ahead of year-earlier levele by t he latter part or November , 
end t he year-to-year gain baa since Widened. (See Chart ~. 
upper section. ) 

As a reeult or the improved volume or trattio, earnings 
ot Class I railroads in December rose to the highest leTel 
for that month einoe 192g. (See Chart 4, middle eection.) 
Contrary t o t he uaual seasonal trend, net railvay operating 
income 1n December ehoved a gain or 11 per cent over the 
prni oua month, and 29 per cent over Deceaber 1939. .Uded 
b7 this good shoVing 1n the tinal month or t he year, net 
ra1lV113' operati ng i no011e 1n 194o ahoved an i noreaee or 16 per 
cent over 1939 and reached the highest figure einoe 1930. 

The improvement in trattio and earnings or t he r ailroads 
hae been accompanied bJ a stepping up i n equipment purchases. 
Thus, ae V1ll be noted 1n the lover eeotion or Chart 4, the 
inoreaee in nev rreight oar order • vhich began laet rail baa 
cont inued into the current year , with orders i n Jnnuar1 rie­
lng to 14,100 care. AJ.though nev locomotive orders in Januar1 
declined sligbt lJ to 78 from a total or SO in the previous 
month, they were sti l l well above the Januar1 l 94o total or 50. 
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Induatrial earninga at b1$b l eTal in 19~ 

Earnings ot induetrial corporation• in the lalt quarter 
of 194o r emained at a high lanl, although the Standard 
Statisti cs preliai nary aet1.aata ehowe earning• 1n t ha t quarter 
slightly under t hoaa i n the final quarter ot 1939. (Sea 
Chart 5.) 

Although increaaad tax relerrea,and perha ps other taotora, 
bave prevented the r eported earnings ot industrial corporation• 
rrom tully reflecting the rise in industri al production in 
194o, the St andartl. Stat istloe t1guree tor t he t ull year ehow 
a gain ot 2~ per cent over earn1nge in 1939. In view of the 
present rate of earninge , it would 1aam difficult t or corpora­
tions generally to Jus tify price inoreaeaa tor their produota. 

The aatimates of earninga tor the last quarter and the 
full year must be considered tentative , as the reports are st i ll 
incomple te. 

New orders index h11!her 

Our new order s index advanced to 191. 5 tor the week ended 
Pebruary 8, a new high t or the year to date. (See Chart 6.) 
Increases in the steel and textile components more thin of faat 
a slight decline in t he remaining group. 

Pr i cae ot i mported commodl ties h11!har 

Prices ot i.oortad coamod1t1aa haTe 1noreaaad noticeably 
for 2 weeki in auoceaai on. ( See Chart] , upper l&otion.) 
Uncertainty abou t ahipo1ng apace and fear ot increased sh1p­
~ing d1 tf1oult1ee helped to raiea ori oas ot cocoa, shellac, 
rubber , tin, and burlap . For the weak ended February 15 the 
orice i ndex ot imported commodlti ea reached l 2J.8 (August 
1939 = 100) ooapare~ with 122.3 in the preTioua week. 

Cocoa apot prioaa inor eaead 7.~ per cent i n the period 
be tweenlribruary 7 and 14 and futurae prices reached the 
highest l evels in 9 monthe . (See Chart 7, lower aaotlon.) 
Reoorts on the probability ot a quota arrangement similar to 
that tor oottee were a aajor intluanoe , together with tear 
or a shippi ng shortage. 

Wool prices roae slightly turther, despite increas ing 
bporti()t for eign wool. Wool laporte r eceived in Boston, 
New York and Philadelphia totaled 51, ~,000 pounds in the 
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11 week• ended JaJIIlarJ 26 compare4 with ~1,100,000 in the pre­
oe41ng 4-weelt period. tool etoolte 1a the Olli ted Btdee at 
the end of l94o were al1ghtl7 higher thaJI at the eue tiM 
1n the preceding rear. 

Of the illported oo-odit1ee, onlr flaxeeed decl1ae4. 
Fear of a ehipp1ng ehortage ie eYidentlJ orreet b7 expecta­
tion of large carr;roYer in Argent1na and reporu that the 
qualitY ot the current crop there 1e inferior. 

Pr1cee of doaeatic oo.mo41tiee al11btlJ htgner 

Pr1cea of doaeetio ooaaoditiea were eli.ghtlJ higber for 
the weelt 1n a pi te of decline a in wheat and other foode. 
(Reter t o Chart ]. ) 

Wheat apot pricea declined cone1derably while tu~e 
re&checrilie loweet point e1nce lut October. '!'he wealtneu 
in aecur1t1ee -• a predoalnant influence, ae well aa the 
l arge doaeatio wheat eupplJ. 

The 1noreaee in reported lal'd pric .. ia apparentlJ the 
ruult of a changed baUa of ti=il!ing. Future• pr1cea han 
been wealt, partly reflecting the increae1ng atorage holdlnge. 
Holdi ngs on February l were at the nry high figure of 300. 5 
mi l lion pounde, whioh oo~rea with a 5-7ear aYerage of 13S.4. 

Conauaption of cotton b7 mille during Januar7 roee to 
g43,000 belea, the hi8hest on record, ooapared with 775,000 
in December and a preYioue record of 777,000 in llaroh 1937. 

'l'he price of lead wee inoreaeed $3.00 a ton to $110.00 
last weelt b7 the American Smelting a11d Refilling 0oll}l8JlJ , fol­
lowed b7 other ooape.nlea. 

WeeltlJ buaineaa inde~e 

With all but two coaponente ehowing declinee after allow­
ance tor eeaaonal factors, the Hew Yorlt !1aea index of bu.eineee 
actiYitJ during the weelt ended February S declined l.~ to 121.1. 

!he principal factore were a contra- eeaaonal decreaee in 
rre1ght carloadinga and a noticeable drop in the adjuete4 index 
ot paperboerd production. In addition, all other coaponente 
of the index ahowed deolinea exoept luaber and automobile pro­
duction. The laat naaed ooaponant 1howed another eharp rue 
aa e reeult of a oontra-eeaeonal increaee in aotual production. 
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Barron'• index of bueine•• ao,1YitJ ran ooua'•r to~ 
!t.et index during the "'It elllle4 re'IINarr a, r1a1q 
l.9,po1ntl. 

204. 

Prel1a1narY data. for the "'It en4e4 Fellr\a&z'J 15 renal 
a tritl1ng ri,. 1n the adJu•'e4 index of Ueel 1qo' pro4uo­
t1on. The auto .. b1le i ndex will ehow a not1oeable drop, 
deep1te an almoet unchanged output, e1noe the eeaaonal faotor 
oall • tor n r1•• 1n produot1on durift8 the nelt Mnt1oned. 
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a!ITIIM lMa.utT, 

WAIMiaOTOa , D. C. 

reraopal an4 ... ,., 

the Honourable 

PllbruioJ' 17th, 1941. 

Dear llr. Be ere tor7, 

I enclose herein tor 70ur 

pereonal and eecret 1ntoNI!t1on o copJ 

ot the loteet report rece1Ted troa 

London on the a111tar7 e1tuot1on. 

BelieTe ae, 

Dear llr. Secreta.r:r, 

VerJ e1noeral:r JDura, 

Henry IIOrgentllou, Jr., 

United Stotee Treaaur7, 

Washington, D. c. 
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[)4/2657-220 
Ho. 318 II. I.D., W.D. 

l'ebr\larr 17, 1941 
12:00 Jl. 

SmJATION RErn!T 

I• Western Theater of War. 

Mt• ~· Relatively light activily, directed qainat 
aoutheaat ~lend and against shipp~. 

Britilh. Nominal operations qainst Wl!stern Oerman;y 
and the Channel Coast on tbe night or the 15th-16th. No other otren­
aive operations . 

n. Qreek '~beater of War. 

Qroun1: strong local Qreek attacks continue. The Itellons 
&dllll.t heavy ~ht1ag in the Eleventh Ant:! or southwest sector wbicb 
exten1a aensrally from tho Tomarua llounte.ina to aoutb of Valona. Tbia 
includes the Tepelini area whore it is believed the heaviest fi&ht1 ~ 
is taking place . 

~· The R. A.F. gave close lnlpport to the Greek attacks. 

III. !.l!!diterranean and :i'rican Theater• of l'tar. 

~~ Italian S<lalal.U&Dd. • Ch1aimaio (Kismayu) was 
occupied b;y Dritish forces Februar;y.14 . 

Abxssinia (Ethiopia). Qeun has been occupied 
and X\l.nl.lk reoccupied b;y British !orcea. SouthWI!ot o! A.sosa an 
Italian detachunt was routed. 

Otherwise no chanae 1n the situation. 

Air: Axis. German ortena1 ve operations 1n Lil>Ja continue. 
The Italianair force bombed a Dritish air bose 1n Crete . 

Bri t1sh. The R.A.F. is regarded aa having air superi­
ority in East Africa, where nwoerous light attacks were delivered. 
Rhodes was again bombed on the night of February 14-15 ani Catania, 
SYracuse and Brindisi were raided on the night of the l5thMl6th . 

llote: 1'his llliliter;y situation report is issued b;y the llilitar;y In­
telligence Division, General starr. In view or tho occasional in­
clusion or political intormation and or opinion it is classitied as 
Restricted . RESTRICTEI! 
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February 18, 1941. 

llll!.:OJWIDUU FOR THE SECRETARY'S DIARY 

There was a conference in Dean Acheson' s office at 
the State Department on Monday, February 17, held foll owing 
a telephone call from Mr. Acheson to 1lr. Foley on February 
15. Present at t he £teeting were l!essrs . Acheson, Berle, 
Feis and Pasvolsky of t he State Department and Messrs . 
Foley, \'lhi te, Pehle and Bernstein of the Treasury. It 
was decided to l imit the discussion to the problem of 
f reezing control. 

The Treasury representatives explained at sone 
length the underlying problema involved in extension of 
the control; pointed out that what we were doing was really 
foreign exchange control, and it was perhaps unfor tunate 
the word "freezing control" was used to describe it; that 
practically all countries of the world had systems of 
forei~ exchange control, even though the reasons for the 
impos1tion of foreign exchange control i.n other countr i es 
may be somewhat different. The important pol icy aspects 
of the extensi on of freezing control were also mentioned, 
and emphasis was laid on the value of foreign exchange 
control as a flexible mechanism for carryi ng out in the 
field of economic defense any of the pol i cies which the 
Government may from time to t ime develop. In response to 
an inquiry from lJr . Pe.svolslcy, Bernstein quoted f rom a 
m~randum received by the Treasury fron the British indica­
tint: the nature of foreign exchange and enemy property 
control in Britain, the effect of which was to indicate 
that what we were proposing is very simila.r to what England 
already has . 

In connection with the proposal of t he State Department 
that there be registration of foreign assets and ad hoc . 
freezing, it was pointed out by the Treasury representa~1ves. 
that if there were registration without freezing, the Sltuatlon 
at the time t he reports would be received by the Government 
v1ould be so different from that shown in the reports ss to 
have comparativel y little value, since regis~ration would 
have the effect of i ncreasing the ra te at which funds. are 
nithdrawn f rom the country, and would also caUBe fore1g:ters 
to attempt to hide true ownership of the f unds . The po1nt 
was also made by the Treasury representatives t hat although 
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it would be of some interest to know more precisely the 
amount of funds in this country belonging to each foreign 
country and nationals thereof, that was not very important 
in considering the problem at hand since we knew that there 
were very substantial sums belonging to certain of the 
foreign countries which ought to be dealt with, and further­
ll!Ore, regardless of the amount of funds now remaini.ng in 
the count ry belonging to these foreign countries we had to 
consider the de~i~a~ili~ of. controlling the use ' of monetary 
and banking fac1llhes 1n this country by the Axis countri es 
and other countries acting on their behalf. With resnect to 
ad hoc freezing, the Treasury representatives pointed. out that 
tnliiiould involve a great deal of snooping and •gesta~o· 
work; that the Government would find it extremely diff1cult 
and ~barrassing to pick out individual companies and say that 
they not only were subject to foreign influence, but were 
acting in a manner inimical to the interests of this country, 
and that it was not likely that very many companies or other 
persons would be put under freezing control through this 
method. Furthermore, even if it were found that the Axis 
countries were using certain accounts or certain companies 
to carry on their affairs, once those accounts or companies 
were blocked, the Axis powers would use other accounts or 
companies to carry on their activities. · 

Pasvolsky kept emphasizing the fact that although we had 
some basis of explanation for freezing the assets of invaded 

.·countries, we would be unable to have a satisfactory explanation 
.to make to non- invaded countries whose aneta we would freeze . 
The Treasury representatives pointed out to him that there 
would not be any great difficulty in offering explanat~ons to 
such countries for the imposition of the proposed fore1gn 
exchange control, and that certainly we could justify the action 
as a measure of self-defense, which Secretary Hull has ~o fre­
quently stressed as a Justification for action in the f1eld 
of international relat1ons. The Treasury representatives also 
pointed out that the mere imposition of freezing control did 
not necessarily mean that no transactions whatev~r would be 
permitted with respect to t he assets of any fore1~ country. 
It would remain a policy ques t ion, for t he appro~r1ate gov7rn­
~ental agents and officials to determine, w~tat l1ne of act1on 
should be followed with respect to any part1cular country. 
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llr. Serle made the point that extension of f reezing 
control to continental Europe would inevitably lead to 
extension of freezing control to the rest of the world 
because of the possibility of evasions. The Treasury ' 
representatives said that there were reasons pro and con 
for extending freezi ng control to the whole world, including 
Russia, Japan and South Amer i ca, but that i t was perf ectly 
logical to l imit the extension of f reezing control to con­
t inental Europe, excluding Russia and Britain; that when 
the Treasury originally suggested extending freezing control 
to t he whole world, State Department and Justice thought 
t~is was going too far and found extension of freezing 
control to Europe more acceptable. Ar. Berle said he learns 
as he goes along, implying that on reflection he would think 
world-wide control would be preferable to continental 
European control. Mr. Acheson also ~de a number of inquiries 
with regard to the possibility of evasion, but it was pointed 
out that this possibility certainly existed; at no time 
could it be expected to be eradicated co~pletely; that it 
even existed in countries at war like Britain and Germany, 
~~d that did not mean that the action was not worth taking. ' 

~~ . Feis, who only attended part of the meeting, 
seemed to be quite t roubled about the possible effect of 
extending freezing control to t he values of stock in Swiss 
companies that had l arge asse t s in this country. He felt 
that the freezing control would be administered by the Treasury 
in such a way as to seriously decrease the value of Swiss 
stocks where Swiss corporations held assets in this country. 

In the course of the oeeting Ur. Foley made the point 
very orecisely and on several occasions that the real 1ssue 
is whether or not to ext end freezing control on a geographic 
basis or to do nothing at all; that the half-way measure 
oroposed by the State DepLrbnent was entirely undesirable 
and should in no event be adopted. It did not se~ that 
there was any challenge to these ra.arks by the Stat e Depart­
ment repr esentatives . 

At the conclusion of the meeting h!r. Acheson said that 
he had found the discussion very worthwhile end helpful to 
hi:u, at least, and left us feeling that we had made a very 
substant ial impression upon him by our arguments. 
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OOD'I D111'1'UL !0 DIP too POIR!! 

February 18, 1941 

To 1 !'lw Secrot...,. 

rro •• II!> • r OlliiC 

Major lr&DCio !. laatord, Prooidont of tho Wational ~~ 
CorporAtion, and a Mr. Dana, T1co Proo1dont of tho ouo cor­
pont1on, wore referred to .. by Lt. Steph111o. I had a coDfo>"­
oneo with th• toclq at 21:!0, and 1t twnod out thot it had to 
do with tho old a1llion lfttiold rifle otory. 

You mq recall that about tho aiddlo ot JanUU'1t lottoro 
oddreuo4 to tho Pruidont and Mr. MarTin 11. MclDtyro, doted 
Doceabor 28, 1940, and elSUd by tho Mr. Sanford ...,uonod 
ahoYo . wore referred to you for repl7. I prepared a reply 
""icb W&O li-d by you Oil JflllOIJZy 27th. Tho CJ"OUild CO'ftrod 
in tbo ccnrteronco toclq wi tb tbooo gontl .... n h oubotant1all7 
tho oano u the intorcat1on oontalnod 111 the lottion noted abon. 
loltber ot tho ho contl_, would t'll.n.11h • wi tb &441 Uollal 
Woriii\Uon altbouch Ml". DaTl.o bao proa1oo4 to eu'6&1t a pbotootat 
of certain oorrowpondonco be bao hod with tho War DopartJCODt. 

llr1otl7, the propoeiUon h t bhl laUonal .l.r:o Corpo.ration 
bao dO'folopod a .,.., autoutic riflo called tho "PodortOD0 ""ich 
io o1ailar to tho Garand. Wat1onal ~· will ool1cit an order 
frog tho Army for 125,000 Pederoon riflot. Jatiollal ~. will 
accept in pJ111110nt one llill1on Leo J:Dfllld riflu troa ourpluo 
ot oeko. laUonal .t.r:e will put up $12,roo.ooo in eocrow tor the 
period it tokeo to get the Pe4oroon rifle into production. !bo 
million Entiold rif loo will be turned over to the llritiab or to 
Cano4a at eutticient profit to pft1 tor financing tho toolo and 
p lant ezpaneion requirad tor pr oducing the Podoroon. MaJor Sanford 
tald tbnt IW:Xende 11:1ng would ou.tborUo tho purchau eYeD wi tb the 
profit included. 

MaJor S&Dtord had alro8dy to.Uted with MaJor S:dtb at !he Vu 
DapN"t:oent Md the latter adTiood hia that only an order troo the 

• 
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Preeldent could 41olodce tbo IDI1ol4o, I &4Yloo4 MaJor Soator4 
IWI Mr. llano to 41ftre. the 1Dtlol4 rlno 4M1 tro• u.. p-... 
buoiauo &IMl ult tho M7q 41roctlT t or aoao7 to OCT7 oa 4nelop­
aent~ pro4W~Uoa. !Me, theH patl-• 414 aot _, to .so. 

Thoro 1o ualloubtt417 eo .. th1ac YR7 Poculiar 1a \be wllolo 
picture whlch bao DOTer ooea tho 11cht ot 4At.7 eo tho7 iaobt that 
the l'o4oroon eoanct be 40Telope4 without tura1ec onr 1Cnf1el4o to 
the Britieb. 

So t ar u I tnov, there to aothiec to be dODo on thlo o1tv.­
t1oa ~thouO>, ot couroe, I obal.l oot1 t7 the llr1Uob l'ureboolJIC 
Co~:~~boioa, 
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H.M.Jr: 

Herbert 
Oaeton: 

H.M.Jr: 

O: 

H.H.Jr: 

0: 

H.M.Jr: 

G: 

H.M.Jr: 

0: 

H.H.Jr: 

0: 

H.M.Jr: 

0: 

H.M. Jr: 

0 : 

H . !~ .Jr: 

G: 

Hello, Herbert. 

Yea. 

Februar7 18, 19~1 
3:00 p.m. 

I wouldn ' t dream ot doing any personal 
investigations t or the Detenae Commiaaion. 

You wouldn't? 

Oh, 117 God! I mean that Jaok-aea ot a 
Sherwood got ever7bod7 at the Vhite House 
down on h111 and McRe7nolde. I wouldn 1 t 
touch it with a ten-toot pole. 

I would say the F. B. I . got ever7body down. 

No, it'e Sherwood. 
Mra. Hel11 wee Mr e. 
and went ahead and 

Uh-huh. 

Sherwood k.new that 
Rooeevelt'e secretary 
had her inveatigated. 

And Sherwood and MoRe7nolde end ell the rest 
ot thell. I wouldn't touch it, Herbert. I 
don't wa.nt anything t o do with the11. 

No inveet1gat1ona t or t he11 at a.ll. 

No, they didn't oo11e to~· ln the tirst place. 

I thought t hey caae tirat t o ue and then 
l ater went to F.B.I. 

Well, you can cbeek that but I don't wa nt 
an7thing to do w1th the11. Anyone who playa 
with the11 Juet seta bur nt. 

All right. 

I'm sure F. B.I. turned them down because they 
got in dutoh with the White House. 

Oh, of couree. That's perfectly obvious. 

Well, please, please, don't touch it. , 
All right. 
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RepoM. of CooteroDCe lleld 1n Sec...t.ary•a Ottioe 

hbrunry 18, 1941 at 3•15 

PRESENT• Secretary llcrsentbau 
l!r. Scbott 
llr. Pedot t1 
llr. White 

227 

llr. Scbott of tbe CllA&x llolybdenum Co~rat.1on stated that be wanted to in!ona the Secretary ot tbe latut denloJ)IIents with r .. pect to possible sb1~nto ot ~- to Ruaa1a. lie atat.ed tb&t l!uaa1a ri shed to purcbaae 4,000 tOM of 100lybdema a:ad bad &&reed to £1>&Z'&Dtee 1n llrltin& that none of it would be llade anllable in any fora to Oeno.any and had 11et eTery other re(lui......,t the Cl.iMx l!olybdema Corporation illpoeed. '!'bey had Dot inteMed to ohip the 1110lybdema to ' Russia but b&d .,._ to WaabiJigtoo to loam 'lhlch wu tbe beat proced11re tor explai~ their retueel to accept the Ru.osian order . .ltt.er dia-cusaion with llr. Henderson of tbe State Department 1 t ...as agreed tbet the beat thing to do would be not to rt(!Utat a liconae for uport but rather to 1ntom the Ruesiana tb&t in 'fiew of our .,... deten.1e progrea and the rapidly e~ deand for 100lybdenua none could be apered for export to Russia. 

The Secretary tbanbd b1. and r-1 rvled llr. Schott that the Secretary had ude a coeesit.ent to the nic.lcel producer.~ laat ;raar with reopect to reetr1ct1on of exports to Rusoia and J apan and liOuld therefore 11Jce to be intonaod before any exports of 11013bdenua to Ru.ssia wre conteoapl.ated. llr. Schott stated that tb&t _,. 1fll¥ he waa here and that be would bear that definitely 1n .mind. 
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TREASURY DEPARTMENT 

INTER Ol'l"'ca CONMUNICATION 

DATa February- 18, 1941. 
Secretary Morgenthau 

Edward H. Foley, Jr. 

In Phi l Young's presence, I called Attorney General 
Jackson last night around 6:00 o'clock. 

The At torney General said that he was disturbed about 
the item on t he Ticker to t he effect that Consolidated bombers 
were being f l ight- delivered to Britain over United States 
terri tory by British crews. I explained to him that the Ticker 
report was inaccurate; that I had learned that the bombers were 
flown to LaGuardia Field from San Diego by Consolidated crews, 
and that t i tle to the bombers was to remain in Consolidated 
until they had passed over the territorial boundaries of the 
United States . I also informed the Attorney General that one 
or two British subjects, not a part of their military service, 
rode in the planes across the country as passengers but did 
not take part in t he operation of the planes . 

The Attorney Ge.neral aeked how the planes were to be 
flown out of the United States. I explained that it was 
originally- intended to put British crews aboard at LaGuardia 
Field and fly them out of the United States to Bermuda with 
Brit ish crews; since title to the planes would not pass to 
the Bri t ish until the planes crossed the three-mile limit, 
I pointed out that this procedure seemed to me to be technically 
wi thin the law. 

The Attorney General then asked if this was not a . 
departure from the manner in which the planes had been dellvered 
in the past. I told him that this was so, and that arrangements 
had now been made to have the planes flol'lll to Halifax by Con­
sol idated crews· tit le to the planes to pass to the British as 
the planes cros~ed the Maine-New Brunswick boundary line . After 
the planes arrived at Halifax British crews would be put aboard 
~d. they would then be tlol'lll to England. The Atto:ztey. General 
1nd1cated that thi s was entirely satisfactory to him s1nce it 
followed his understanding of the arrangement which had been 
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r.orked out previously for delivering planes, and which had 
been approved by the State Department. 
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The Attorney General cautioned that no British subjects 
should accompany the planes but that the people who were actually 
to fly the planes to England get to Halifax by some other means: 
I told the Attorney General that we would pasa thh information 
along to Purvis and if there were any changes we would get in 
touch with him. He said, on this basis, be would be entirely 
satisfied. 

I told the Attorney General that we had not had any 
knowledge of the objectionable manner in which the planes were 
being delivered until the matter had been brought to our atten­
tion yesterday. He said he had assumed this to be true and 
called us only after be had received a telephone call from the 
State Department. The Attorney General said his only interest 
was to avoid any possible difficulties which might arise to 
embarrass the passage of the Lease-Lend Bill. 

;:)..,. r /. 
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TREASURY DEPARTMENT 

.. INTIR 0FI'IC1E COMioiUNICATlON 

DATa Pebruu7 18, 19'11 
Soorot~rT Morcou~ 

Hr. Cochraa CON F IDENTIAL 
Rt&iotorod otorliuc tranoactiono ot tho roport1nc b&Dko voro ao t ol lovo: 

Sold t o coaaorcial concorno £76 , 000 
Purehaood troa eo""orcial coneorno £41,000 

'rbo l'e4oral !.urn llanlc ot llov York ool4 £15,000 in rtciotore4 oterliac to 
a .. n-rt1)0r tin& banlc. 

Opon aarkot otorliac vu quotel ollt.T at II. OJ. !l-anoa.cUouo ot tho roportin& 
bam ver• &I foUova: 

SoU to eonoercial concorao I. 9,000 
Purchaoed !rca coaoorcial eoneorno 1.19,000 

Io Slut.u&:hai tho Chinooo ;yuan Nl4 otorliuc both oont1nuoc1 to l.mpron o.piDot 
4ollu. !l'ho ;yuan vaa Q.uoted at 5--3/11~. up 1/161 e.ud atorliac vao $3.94-1/4, 

~l·lN. In !lone Xouc otorlinc vao Q.UOto4 at $3.93 , Ill' 21· !l'ho docl ina in tho ,nl,. ot tho dollar in Shanghai an4 Hone Konc vao attributed to tho continued 
t.ntlon In tho ru :Eaotol!'tl oitue.UoD &nd tho pouiblo inYolToaen\ o! tho United 
St&t01 1n that area. 

Cloo1nc Q.UOtaUono ! or the other currenoioo voro •• ! ollovol 

O~ian 4ollu 
Svi u trano (eo .... ercial) 
Sve4ioh II:JooD& 
llaich-..11: 
Lira 
J.rcou Uu peao (!roo) 
llrooUian aUroio (!roo) 
Mexican puc 
Cuban peoo 

15--1/2'/o diaeo'IDlt 
.3}3}-l/2 
.2335 
.11005 
.0505 
.3)65 
.0505 
. 3066 
6-6/15~ dioeount 

'rbero voro no purcbaau or aaloo o! 1014 conounatod by uo toiq. 

The Uni ted St atoo oquiYalent o! tho llnDbay quotation !or 101d 1o $)4. 31. 

In London tho price t110d t or both opnt &nd torwtzd o11Yor v~• 33-5/164, 
1/164 tor both doliYer1oo. !l'ho United Statoo dollAr oquiYftlont ot thoto ~r1coo 
IR.JJ;, 
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!&1147 aa4 .......,,, HUl_, '111'1M t or t orol.p ollwr,.. -h·r a\ ~)N. 
lllo !roa i!IJ'7' 1 :parohul prloo tor torolp ou,.... ,.. abo ...,...,,. .. a\ )51'. 

vo •• ""'pvohueo ot allww -u., \o 75,000 -•• ..Ur tile IUur 
l'orohau .t.c\. ~11 ollww ooaahW fd - 111'04'110\loa traa tol'll.p ocnav1M, tor 
ro,...,.4 d.d1Ter7• 

'l'!lo ropor\ of lll>MiaJ'7 11 rooolft4 traa \ho ll4oral a. ....... lull: ot • .., York, 
(1•1"' toroip orcb.aDc- poi1Uo110 ot 'llaaQ u4 baobro la lh 411\rlo\, 1'1Toall4 \ha\ 
Lho total potltlOD of all 001UI\rloo waa lhor\ \ho l quiftlla\ of .7,866,000, a tooroaM 
of $55(>,000 111 lbo lhor\ pool \loa. ..,, .......,., .,.... 11 tollont 

llclaa4'' 
lln'opo 
c....sa 
!&lb. !Mr lca 

lbori l'oi1U011 lhor\ 11111 U011 ~la 
'·~~ lobraano 11 lbor\ ll>olUoa• 

• ~.ooo • a,ooo <LoDcl - ~.ooo ),)45,000 ),~,000 • 1,000 )1S,OOO (LODe) • 000 ( I.oac) • 73,000 91,000 108,000 • 17,000 
3.598.000 3.1170,000 - 121,000 
1,219,000 1,1~,000 • 30,000 

15,000 (toecl ,ooo (loecl Sl,OOO 
ts.416,ooo .7.166,000 - $551),000 

1D41oaila leoraaoo la ahorl pollUoa, or tooroa11 la 1011C pool\loa. 
1D41caila 4ocraua la lhort poalUon, or lacroaao 111 lCDC polluoa. 

' 'IIOmOlAIG poolUoa 1a roclolorl4 u4 opea aarloo\ aior1tac. 

CONFIDENTIAL 
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.. ITIIM 1118-UIY, 

WAIMIMCTOM, D.C. 

Personal and Secret. 
J'ebrll!lry 16th 1941 . 

Dear Mr . Secretar y , 

I enclose herein tor your 

personal and secret information a copy 

ot the l atest report r eceived trom London 

on the military situa t ion, 

Believe me. 

Dear L!r , Secretary. 

The l'klnoura ble 

Henry )o!orgenthau, Jr. , 

United Stetes Treasury, 

Washington, D. C. 

Very sincerely yours, 
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rAJW'DASI or mnr.Ax UOKITD 

nell I Aaerioaa J:ilkeq, lerUa, Yla lel'tl 

IA!II rebn&l'J 18, UIQ • 

.... 4 20~. 

I learn fl"oa a unall)' nll~le eolll'Oe that the 

Oersane haYe been euooeeetal 1n effort• to preee the 

l'renoh Go'l'ernaent aa4 the Wat1onal. I&Jilt of B•l«l• 

240 

to turn o'l'lr to the Re1ohab&Jilt a part of the Bel.glaa gold 

ruer'l'l equ1Yalent to f1Ye hllll4recl a11Uon gold aarlte 

Wh1oh had been depoel ted 1D the B&Jilt of l'raooe and then 

eeot tor eatekeeplng to Dekar, rreooh llut Atr1oa. The 

gold hae been token to Oraa, aooord1Da to 117 1Dtorsant, 

and 1-:. 11 to be tranepertecl ln eullaar1nu aoro11 the 

lled1terraaeaa, or 11 be1Da eo traneperte4 now. .lt the 

preeeot aoaeot I O&DDOt Yer1fJ or d1ep~Ye thle etor.r •t 

the Relohab&Jilt. Bcnrenr, beeaue of the uual. rella!IU1'J 

ot the eo111'0e I aa report1Da 1t, aa4 1t !lilT be that 

ellnhere the report oaa be obeoke4. 

V!U. 
VI' 

011li."B Ul l ~i! 

1 • 

u:unr 
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CONriDPTIAL 

- h~ { "' . _ _ -,_:-;-,:-, ______ ..:.....::.-".!! 

..1' te , 7 ~. :o. • .ti!J. • ~ 

~ 
DEPARTMENT OV STATE 

WASHINGTON 

rebn&a1'7 18, 

~ 

!he Seoretarr ot State preeenta hie Goapl1aenta 

to the Honorable the 8eoret&rJ of the TreaaQrT and 

enGloaea aa ot poae1ble 1ntereat to Kr. Xorgentbeu 

parapbraaea of telegrua noa. ~ and :11 dated reepeGUYelJ 

rabru&rJ ., DOGD and rebruar:r ' • l p.a, troa the Aaer1Gan 

Xin1ater at Rele1.nk1, J1Dland. In the latter-aentioned 

telagru the X1nieter aakee reterenGe to the laet 

paragraph of hie telegraa no. 28 ot Januar:r 28. !hie 

paragraph reade in parapbraee ae tollowal 

1.Ul ad1ng to the i .lltlrnal t1D&DG1al 11tllo&t10D 
1n rsnl•nd, Preaident B;rtl t Gld ae that t he one 
b1ll1on rsnna•rlt internal loan wh1Gh bad Juet been 
opened would be tull:r el&beGribed and that hereafter, 
ae a reaalt of taxation and related aeaeuree, the 
deflation of PiDA1ab GurreDGJ would be progreae1••· 
!he Pree1dent went on t o ea:r that , while additional 
dollar oreUte were dedrable , be felt that ae tar 
ae the internal GredJ. t pod UoD Gf J1uland wae GOD­
oerned, the ooUDtr:r oould aanage w1 thout a uGh oredJ. ta, 
pr oY1ded the luropean war wae not of too long duration. 
rtnland did need, howeYer, foreign ored1te at th1e 
t1ae tor the 1aportat1on of raw aater1ale neoe••&rJ 
to preYent etagnat1oD 111 J1nn1ab 1nduatr;r. Reay;r 

outla:r• 
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Air: German, Scattered activity over tho Britiah Ioloa 
m>c1 apinat shipping, Last night n aerioua 1nce.tl41ar:r attack waa 
ae.de on London, the intensity or which, hwevor, apparently was beloor 
the •norllt.l• ot Deceaber, 191.0. 

British, No illportent ott aneive oporatione, 

n. Greek '!'boater ot liar, · 

Ground . '!'he Greeks report ae.kinl strong and eucceaatul 
local attacks , 

Ak· No information e.va1lob1e, 

III. llediterranean and African Theaters of Wy, 

Grounch Italian Somo.lilond. Italian roroes have been 
driven baok to the line or the Juba (Giuba) River, 

Abyssinia (Ethiopia). '!'he Drit1sh 11ovement toward 
ConC&r has baen reaUlll8d, 

Libxa and Eritrea. Tbe o1tllat1on unchanged/ . 

!l.!:• Axie . German operations in Lil>Ja cont inlle . 

British. Shipping wu attacked in the lleditarranee.n. 
'!be Doclocanese IslAnde were bollbed again• 

Note: This a1Utary s ituation report is issued by the 111litery ln­
telliconeo Division General Sterf, In view or tho occasional in­
cl~~aion of pol1t1cai information and of opinion it is classitiod as 
Restricted, RESTRICTED 
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GROUP l.IEETING 

Present: 

B.M.Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

Mr. Bell 
llr. Guton 
llr. Sullhan 
Mr. Pehle 
llr. ToUDg 
lilr. Cochran 
llr.Hau 
llr. Iulm 
Profeaaor Odegarde 
llr. lhite 
llr. Foley 
llr. Graves 
llr. Thompson 
lira. notz 

Herbert? 

Februa17 19, 1941 
9:30 a ••• 

On a aatter I aentioned to 70u yesterday, 
we han hanging onr· about 75 caaea which 
are under investigation, and if it is all 
right with you, we wi ll go ahead and co.pleta 
that character - the character inve~ations 
tor the National Defense Adviao1'7 C asion. 
We have had a total of 275. They have been 
coaing right along. Thare are still 75 
uncoapleted. If it is all right with you, 
we will coaplete those cases and not t~e 
any 11ore. 

I didn't know that you had any. 

That is the original arrangement {ou talked 
over with Mac . They have been g ving us a 

Regraded Unclassified



Gaston: 

R.l.I .Jr: 

Gaston: 

R.II. Jr1 

Th0111p a on: 

H.li.Jr: 

'lt'hi te: 

R.\I.Jr: 

ll'hl t e: 

25:1 

- 2 -

certain number of oases all along. We have 
had a total of 275J FBI baa had about a thousand, 
and Civil ~ervice Commission has had 400. 

(Mrs . Klett and Mr. Bell entered the conference.) 

They got a few fai rly recently on this Research 
C ollllll.i t te e • 

Well, the United States Govern.ment should have 
eome organization who can check these things. 
They cau hire a couple of hundred more dollar 
a year aen to do it. 

Ia that all right with you, that we complete 
those we have on hand and take no more? 

Yea . And incidentally, every once in awhile 
I hear of somebody else that OPll has stolen 
from me. You know I have got an arrangement 
with you (Thompson~ that nobody is to go to 
OPK unless I approve . There ian ' t a day 
paaaea but what I bear somebody bas gone over 
there . 

The only people I know of are a011e of our 
e .. rgency people whom we would be dropping, 
and i t helps them to g~t jobs. 

Well now White told &e yesterday he baa lost 
eight people. How many have gone to OPK? 

OPK? 
That is a new cigarette. -(Laughter) - It 
burns slowly, though. 

Does OPK include all the Council 'of Defense? 
I don't know what it includes. I didn't aay 
that we lost eight people to OPK, at least 
I don't remember saying t hat. 
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H.ll.Jr: 

White: 

H.V.Jr: 

Thompson: 

Bell: 

thite: 

Bell: 

H.V.Jr: 

Gaston: 

H.li.Jr: 

Gaston: 

H.M.Jr: 

Gaston: 
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No, you said you lost eight people, and I 
want to know how u.ny ot them went to 
Rational Detenae. 

252 

Well, I think three, but that hasn't been -­

Well, watch it, will you, Norman? 

Resignations han been coming through without 
any indicatio111 that they han another place. 

Be saici be lost eight. I wondered how 111AJ11 
he had taken on. I haYe aigned a lot of 
papers. 

The only thing that stopped us from taking 
on more is the stuff piled on your desk, 
Danny. (Laughter) 

I am holding up those appointments. 

Herbert? 

I haYen't anything else. 

Well, Herbert, would you aind, it you are 
· going to do 75 110re, would you llind getting 

those and seeing how 11&111 ot the• work tor 
the President of tbe United State• so we 
don't do what J, Edgar BooYer did? 

I will take a l ook at just what cases we 
haYe, but I don't think our boys will slip 
up on anything like that. 

Well, just take a look and aee how many of 
them are in the White House. 

Yea. It might interest you to know that we 
haYe had a total of 275 cases that El mer 
has had under that original arrangtnaent you 
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H.M. Jr: 

Gaston: 

B.li.Jr: 

Gaston: 

H.li.Jr: 

Gaston: 

H.loi.Jr: 

Gaston: 

B.II. Jr: 

Fole7: 

H.II.Jr: 

Fole7: 

H.M.Jr: 

Fole7: 

H.li.Jr: 

- ' -
had with llaok. The7 han oleUltd up Uld 
reported on 200. The FBI has had about 
1,100 caaes, of which t he7 haTe completed 
12. 
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I atill aa7, take a look at the 75 left, will 
JOU please? 

Ye•· 

I don't want to be innatigat1118 General 
Watson or a01111thi118 . - (Laughter)- Or llisa 
LeHand. 

You don't? 

l'lo. 

Tbe7 know llisa LeHand. I don't know if the7 
know General Watson. 

Anything else? 

No, notblng .elae. 

Ed? 

We bad another talk with Dean .lcheaon and 
PaaTolskJ 7esterdaJ. 

Who? 

PanolakJ. 

I haTe got Ed ao he can't pronounce it. 

That is right . And we are going to go oTer 
and see Dean again at tour o'clock. 

On alternate da7s 70u aeet here --
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White: 

Guton: 

Fole7: 

H.li.Jr: 

Fole7: 
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I would let hia ooae OYer here, but I thought 
he had a probl• on hh hena,, ao I thought 
we would IU.b it eaale r tor hia br goiDg onr 
there todar. B• wants to put down on a 
aheet of paper, on one aide the ad•antagea 
and on the other aide the di eadYantagee. 
WI COTered the adYantagea Jeeterd&J, and 
we ,.t to the dieadYantagea thi s afternoon. 
Ian t that right, Harrr? 

I think eo. 

You han got to han a 171t• of waiting. 

Toa Childs of the British Purchasing Co.aiaeion 
wente t o co• in this aorning on that aale 
ot stock that I spoke to rou about on Saturdar. 

Ye• . Herbert uld he waa ooalng in. Taite 
a look at i t. I ' won't be able to eee bia. 
Take a look at it an711a7. 

All right. Sullhan and Cro•ell, that 
repreaent the Bank of Belgiua in thh action 
againat the Bank of France for 260 aillion 
dollar• tor the coonnion of the Belgian 

fh
ld, and in order for thaa to e1tablfah 

uri1diction in the New York Supreae Court, 
her han to be able to lhow that the agenc7 

in Nn York of the Bank of France il engag1d 
in banking buaineaa in NIW York State. 
Jaretake caae in to lee .. r·terdaJ to find 
out froa us 'llhat we can tel hia, so far as 
the acti rl ties of the Be.nk of France are 
coocerned. I told hi• that I would find 
out first Whether or not we could make anr 

· information of that character anllable to. 
him, and second, what information we had, 1f 
we could make it aTailable to him, that might 
be useful , 
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Foley: 
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Bell: 

Foley: 
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It aeeaa to me that our •r-Pathlea lie on 
the aide of the Belgian Bank, and without 
reTelling &D1 aattera of oonfidential character, 
I think that we alght nry well let hla talk to 
people in the Federal ke"ne Bank in New !or~ 
and soae people here aa to the character of 
the busineas and Yolu.e of the transaction• 
and the accounts and so forth that the bank 
of France has here in thla country. 

I consider it highl7 unethical to reYeal 
1D7 transactions on the Bank of France, 
particularl7 to the ex-lawyers of General 
Franco. 

You don ' t want to help thea at all? 

Not a bit. It is purely on ethical grounds. 

O.K. 

Case dimissed. 

It is so ordered. 

The7 had better change their l aWJ8rs , Ea. 
ire both of those accounts operated through 
the the Federal as our fiacal agents? 

Dan I don't know. Be can't find out, 7ou 
aee: yer7 much about the actiYity of that 
bank because it is neither a State Bank nor 
a National Bank, and I suppose the Treasury 
haYe more information in so far as the 
activities of that bank are concerned in 
connection with the French Purchasing 
llinion - -

I consider it blghl7 unethical. 
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Fole7: 

B.M.Jrs 

Bell : 

H.M.Jrt 

Fole7: 

H.li.Jr: 

Fole;r: 

H.M.Jr : 

'flllite: 

H.li.Jr: 

Cochran : 

B.M. Jrt 

Cochran: 

H.M.Jr: 

Bell : 
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01oar Cox 

Do JOU qu81tln ., ethi 01' 

Jo, 

Or '81 aothea? 

It ia a question of ar-pathJ1 _it ..... to 
.. , and I thought our I:JIIPabua laid with 
the Belgian Bank. 
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• 

Would 70U 1111111 putting it on ethical gr011114•' 

I would be "'1'7 glad to. That h tbe W17 
I brought i t up. 

Kerle Cochran hal drilled into ae for JW&r• 
that if 70u are Cuatodian tor a Central Bank, 
that hare is the Traaaurr and tha upatarta 
han coae along and gradually n han aort 
of pushed our W17 along; and if .. are goi.Jlg 
to keep the confidence of the BIS, .. ha~• 
got to treat the Central Bank acoounta --

And other defunct organiaationa. 

Im' t that right? 

That is right. 

low, u 70V pupil --

We encouraged thea to aet up the•e accounts 
through the Trtasury, just to protect thea 
against euch a tax. 

That is right. 
That ia what I question, ae to whether t he7 
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H.lo!. Jr: 

Cochran : 

Bell: 

Cochran: 

B.M.Jr: 

Bell: 

H.M.Jr: 

Foley: 

H.M.Jr: 

Fell : 
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were operating these bank accounts - Central 
Bank accounts as fiaoal agents. Are they 
all under that scheme? 

They are not all under it, and they can' t 
find out where the Bank of France money ia 
that is the question. • 

It is a shell game . 

Yes . 

If we are not fiscal agents , it isn't any of 
our affair, I don't belieYe. 

Part of it is and part of it isn't. 

As f ar as it is our affair , we are not going 
to helv them. That certainly is all right , 
isn ' t 1t? 

That is all r ight. 

What else? 

Oscar Cox baa gotten up a draft ot the 
regulations , proposed regulations which 
the President will issue un.der 1776 when 
it is signed. He has shown them to Phil 
Young, and Ferdie Kuhn, and soae of the 
other people in the shop. I think it might 
be helpful if we could take them up with, 
say ~cCloy in the War Department ~d s?me­
body in the Nay;y, and get their cr1ti c1sms 
and suggestions so we would be that much 
far ther along. 

And at that meeting didn ' t the President 
say he wanted Hopkins to hel p on that? 

He wanted Hopkins to be a sort of a secretary 
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H.ll.Jr: 
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Foley: 
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foley: 

H.II.Jr: 

foley: 
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to that coaadttee, 0. 1ald and that if 
&~~~body wanted to ••• tu Pndcllllt about 
any of the prograa or prooedure1 foimg 
through that oo.tttee, it ought o go in 
through Hopkins, a1 I under1tood it. 
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And the President also initialed the Stiaeon 
••orandua setting up a tour MD board, 
Hull, Sti .. on, lnox, and ~aelt, eo I think 
you had better show it to Bull and Stiaaon 
and lnox or their agents, plua Hopkina. 

Well how would r.u like to bt.ndle iU 
Sho;Id we write ettera tor your signature 
to the .. MD? 

Tu. 

ADd aak thea to glTe u1 their oriticia .. 
and suggestions? 

And say that if they care to diaouaa it, they 
oould aend tor Oacar Cox • 

.Ul r ight. 

Bow 1a that? 

Fine. 

Incidentally, you owe ae a letter. 

I hue got it . 

I was going to get that yesterday. 
up in the middle of the night - -

I am sorry to spoil your sleep. 

I woke 

And I thought, "Where is that Foley lette:?" 
That is a good letter. For your in.formatlon, 
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H.II.Jr: 
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in oaae anybody h approached, I u turning 
down Comgreaaaan Kcleougb and telling bla 
we do not interfere once a oaae leaves our 
banda and goes to the Depart~ent of Justice. 
It ie a caee of the Karke Brothers, but tbie 
ie only two ot thea and they come troa Chicago. 

It isn' t tunny enough~ 

Only one part ot the law ti~. What was the 
old law f1ra, Finagle, Finagle, Finagle and 
Bu.p. (Laughter) 

What else? You know Johnny Hanes always 
ueed to brimg that up. 

This ie juet a little sKetch that I have, 
I thought if ;you wanted to bang it up over 
here ;you could start them going on the 
reciprocals. 

That ill a Johnny Hanea map. 

That 1a not a Johnny Hanes u p. That is a 
Johnny Sullivan map . 

It baa got an eagle on it. 

It is Johnny Hanes, because it says on the 
back, "Will it help recovery?" (Laughter) 

Well, put it where the gang can see it. 
Jbat ie it? 

This shows all of the Federal and State . 
securiti es, and I thought if we are start1ng 
the drive on reciprocal s , the repeal of 
exemption on state end municipals, it might 
be well to have i t hanging ur he re during 
a press conference or somath ng. 
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Sullivan: 
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Sullivan: 
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Where ia the enea, located in that one? 
( L&ughte.r) 

You know, it looks to •• like the yard 
out there in Pennaylv&Dia Union Station. 
You haven't got a traffic J~, have you? 

Jo, except in St . Louie . 

I think you ought to take it to St. Louis. 

I don't . 

It looka like an orth~pedic lecture. 

Well, hang it up there, John. I don't 
want to burt fOUr feelings. 

You won ' t hurt my feelings at all , whatever 
you do with it. 

Personally, I think it baa high blood 
pressure . 

' 
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It hu.- (Laughter) - If fOU lean it there for 
a press conference, aoaebod7 elee ma7 get high 
blood pressure. 

1117 the Gei'IWl eagle on top9 

Oh, get naturalized, Harr7. That is an 
American eagle, 

I am naturalized, the bi rd isn't. (Laughter) 

What else have you got ? 

That is all. I am leaving tomorrow noon 
to go out t here. 
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Sullivan: 
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Sullivan: 
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ADd JOU are lenill& thh to apeak tor rou? 

I thllllr: that 1a quite eloquent. 

'lho can expldn it? 

Well, it rou haYe the right glasses, fOU 
can see the figures , it rou need &nf 
explanation. The red are the State md 
local securities, and following the red 
linea through it ahowa that the largest 
proportion of those, aeYen billion nine, 
are held bf ind.hiduala, and the next 
l:!feat proportion ia held br actiye 
b a, three billion ail, ana the rea 
line shows where all of thoae whollr exe~t 
State securities are. The rellow undotted 
ahows where all the whollT exempt Federal 
securities are held, and lt --

Those are the 11llow ones? 

. 261. 

Yea, and the.rllow freckles are the partiallT. 
ex .. pt Feder aecuritiea and the plain green 
are the Federal agencies that are whollr 
exe~t , two billlon one, and th• green 
freckles for the partiallT exe.pt federal 
agencies. 

lbo picked the colora? 

I don't know. Would rou rather haTe a 
little roral purple in there'? 

ill right, I will look at it. Is that all, 
John? 

That is all, sir. 

llerle? 
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I had JOUr •u~e about Glffora, but be 
wu on the way d01111 to• when I phoned 
hia awhile ago. 

Juat aa aoon aa you can, get that in, will 
you pleue? 

All right, fine. I bad aoae aaaplea here 
froa Nioholaon of the puppet currenc1 out 
in China. Want to aee thea? 

Hal'l'T apecializea in that. 

You aight own ao. of these aou tl.u. 

.Ailything else? 

Jfo, air. 

Chick? 

I told John Pehle a atol'7 in the New York 
Kewa thla aorning on the Danish i!!fnregistra-
tion. '1'he7 are -predicting Yll'T ent 
transfer to Aaer1can registr7. 

Odegarde , are fOU all right? You ~ quite 
a spell, dldJI't you? 

Fine, thank you. I had a little siege. 

Well, when you fellows get organized, let 
me know. I want to aee fOU. Anything on 
7our alnd right now? 

On my mind? 

Yes . 
No. I am going to spend aome time with Powel 
this morning. 
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H.M.Jr: 

Young: 

- 14 -

He looks like a good II&Jl. 

I think he is a good man. 

Ferdinand? 

I han nothing. 
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I had a little chat with Jacquin yesterday 
who caae in to see ... He has been down 
inspecting planes in llartinlque. He aays 
they are in ve1'7 good condition, good shape, 
but however he says they can't move thea 
under orders !roa the Gei'IU.D Govel'Daent . 
They tried to get them out to Indo-China, 
but without any success . Evidently they 
have bad instructions not to transfer any 
war material in any o! the French colonies 
without permission from one to another. 
He called just to tell me that a man !rom 
Indo-China is on the job purchasing, and 
will probabl7 be along to see us !or pistols, 
princ lpally. 

Have 70ur fingers crossed on Jacquin, will 
70u pl~a~e, !roa now on? 

Right. Guy Vaughn ia coming in this aornlng 
to talk about the Curtias Wright export 
division. Ris problea there 1a aimply tbe 
!act that it has alwaJs been sqlpllrted b7 
a certain aaount of money included in the 
aale price to a foreign purohaaer and no 
aua is contributed b7 the corporation. 

You will have to do the best you can with 
them. 

I have seven million dollars of British 
contracts --
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It 70u will stay behind I would like to 
look at that. ' 

Right . That is ail. 

George? 

(Handing reports to the ~eoretary) You 
might want to read this, Kr. Secretary. 

Harold Graves. Harold, 70u are not supposed 
to pay over twelve cents for copper and you 
paid - well, no, it is .OS. 

Oh, that is all right. A nickel o.n a hundred 
pounds. 

Yes. Find out wby they did that. 

I know this story now. 

What is the story? 

The Mint had trouble buying copper for our 
bronze coins. The7 opened bids, as I remember, 
on the 20th of Januar7 and got no bids. That 
is to sa7, they had an opening but they could 
get no cofper, and the companies the7 con­
t acted sa1d that the7 had no copper, that 
such as they had was reserved for defense 
purposes, and it left t he Mint with no copper 
to make pennies. So we turned this over to 
the Procurement Division, who had not hereto­
fore done any buying for the ltint. 

Ot the Treasury? 

Of the Treasury, and they were similarly 
situat ed and they went to the Defense people 
who contacted Kennecott and induced Kennecott 
to make a bid on another advertising. As I 
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recall , that was the sole bid . That was 
the only company that could be induced t o 
tender copper for the llint· and we t ook 
the bid. I think the rate

1
ie right at 

the rate paid previously. The difference -
there may be a difference, but it is very 
slight . In other words, we were in desperate 
need of copper. 

If they are going to maintain the price they 
would have to allocate the copper to th~ 
Mints . 

We have got to get our penni es. 

Can't you use imported copper9 

We had t o have it right away 1 Harry. We 
had to have del ivery in a mat ter of 72 hours 
or else suspend t he manufacture of coins . 

Whatever happened to that question on the 
100,000 tons of copper from Chile and the 
refund on taxes? 

They decided that they couldn't refund the 
taxes, but they did buy aome copper; but 
I don' t know Whether there would be any 
restrictions against it, but it would be 
a bookkeeping transaction. You would get 
the Customs duty. 

?.'ell, there is more than that. 

Mr, Clayton called me about ten days ago 
and wanted to kno" if they advanced 10, 000 
tons of the stocks now held in New York, 
and they were made up from the first ship­
ment of 10, 000 that came up from Chile, 
would that be a taxable transaction; and I 
said I thought not, and I made an arrangement 
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for his people to meet with Vooney at 
the Bureau the next morning, and then 
he called t ack and said that his people 
coul~'t move that fast. Then yesterday 
wornlng he called me again and he said , 
Our people are ready to go ahead now, 

and they want a closing agreement; and 
whom should they see, • and I made an 
appointment for t hem with Mr. Mooney and 
they saw him at nine o'clock this 110rning. 

How did they do that? 

They have on order --

Who is they? 

The National Defense organization has a 
hundred thousand tons on order from Chile, 
but they want some right away, and there 
are 10,000 tons that are held in New York 
and they prevailed upon the New York crowd 
to lend t hem the 10, 000 tons in New York, 
and that will be repaid out of shipments 
of the 100,000 tons from Chile. 

I see. 

But they wanted to make sure - ­

What price did they pay for that9 

I don't know. 
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You see, let me explain something to you. 
You may or may not know it. They have had 
several discussions on this at Cabinet, and 
nobody seemed to know the answer. Jesse 
Jones buys this copper with what I t~nk 
is called the Vetal Reservss Corporat1on. 
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Tea, that ia What be told tb.a, 

And aoaebodr aaid that the Na'f could do it. 

There is a law that peraite the Navy to 
aake - the Secretary of the Navy and the 
Secretary of the NaTf only to make eaergenc7 
purchases of war aaterials abroad, and those 
purchases are free of duty; but the7 haTe 
to be purchaaee aade abroad by the Secretar,r 
of the Navy; and n han told th• thet we 
will not go behind thh cert1tloate --

Did fOU know thatf 

No. 

We han told th• that we would not go 
behind --

We haTe a finding to the contrary. That 
h news . 

Well, I told eTerybody. 

That is the purpose of tbeae .. etinga. 

We han told thea that we would not go 
behind the certification of the Secretaq 
of the NaYJ, that if he aa71 ea to &111 
ahlpaent of copper or &117 other aateriel 
that comes in froa abroad that it is an 
eaergenc7 purchase of war aateriel ude 
abroad b7 the Secretary of the NaYJ, whJ, 
we will not collect duty. We will leaTe 
it on their conscience as to the facta 
behind that. 

!a I get it, Jones pays in Chile ten and 
a half cents, and by the t i me he gets it 
here and pays the duty, he has got to get 
14 cents . 
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lt11 r-a. 

ADd be retuaea to take a loss. Now, what 
the amount wanted was, if this stuff could 
be put in various warehouses in bond and 
then the industry withdraw on it but under 
this ict which Herbert speaks ot'and whoever 
is handling this, if the Navy itself wants 
ao .ueh and if the NaVJ would use up -
confine ita copper to the Chile copper, it 
would relieve the pressure tor so.ebody 
elu. 

But the NaV7 doean't have to certify that 
this . copper is for use by the Navy. !11 
they have to oertitf is that it is war 
uterial, and that t ia an eurgency purchase 
.. a. abroad by the Secretar,. 

How m&D7 people are in on this thing? 

I aa in on it only from the Chilean end . 

I have been in on it from the duty end. 

How about you? 

I have been in on it froa the tax end. 

Would rou, Herber t , and Foley and Sullivan 
end ih t e please get together right after 
this meeting, because this ia something the 
President is very anxious to do, and then 
i t you can give me a memorandum on it , I 
will send it to the President. Let it say 
this is the way the thing can be done. 

1 told them that at the Cabinet meeting, 
and Bob Jackson agreed. 
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The.t shows it he.an•t been happening 
because here they e.re floundering around 
tryi, to get 10,000 tons. All they would 
have o do, if Herbert is right, is to have 
the Secretary of the Navy certify it. 
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No, this is 10, 000 tons that is privately 
owned in this country today, air. They 
merely want a loan of that so they can ate.rt 
right in and relie~e the present pressure. 

The.t would still leave 90,000 tons. 

That is correct. 

We told thea another out. That is, we 
told Cle.yton and I assume that is the 
method he is following on this particular 
shipment. We told them that even though 
copper we.s not imported under that Act, 
if it were imported by any department of 
the Government, we could release it prior 
to appraisal subjeet to billing to that 
department, and le.ter they could get that 
duty wiped out by statute if they wished. 
That was the only other way out we could 
•••• 
It you gentlemen could find out firat , 
baa Cle.yton taken advantage of thia aethod 
and if be hasn ' t let ' a bring it to hie 
attention. I don't want to bother the 
President unless it ia necessary. All 
right" 

Right. 

How far had I gotten? George? 

Do you think it might be a good idea for 
Harold to t alk t o He.mm? 
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Harold h too bue7. Lean Barola out 
of thh. 

Cl.,ton, b7 the W&J, ie the aan abo ..ae 
thie deal for ue. It wae Cla,toa 'lho 
oalled !ennecott and told thea how deeperatel7 
we were in need of copper. 

Yell, tell that to B.... The trouble with 
that loua7 outfit OYer there, the OPK, ie 
that nobodf talke to each other. 

That h rigbt . On that irltaneu thiDC, 
I will haYe • report in to you Yel'J aoon 
after this aeeting. I lcnow eo•thiug 
about it now. Th87 had the election, and 
it went ott fnorabl7 in irkueu, 120 to 1. 
(Laughter) 

What h hh nue wants to let .. lcnow and 
I want to lcnow in connection with rq 
tinancilli• 

Whether or not theJ are goilli to open bida 
on the 27th. 

lee. 

I will fiDel that out. 

Pehle'! 

NothiDC · 

White? 

Under Kr. Bell's instructions, Mr. Southard 
interYiewed the businessmen in New York 
who haYe foreign ent erpri ses. He baa a 
re ort here. - (Februar1 10, 1941) - I think 
th~ first two pages you would be interested 
i n reading. 
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IU.&ht. 

Ben h thh letter with reternoe to 
11tt1Da the SEC to lnveatigate the lnaurance 
oo~~palu. 

Ha1 Bell initialed thia? 

Bell h11 not initialed that. 

Jell, I will sign it, but I want Bell to 
know about it. I want hia to be aatistied. 

Hare is - 70u aight be interested in the 
pre1ent altuation on Japanaae oil • 

.&11 right. 

One ot the aen haa noticed what appears 
to be a new developaent with raapect to 
direct Brltlah inveatments in thla countr7 
which are not aubjaot under the present 
Brltlah laws to the veating order. The7 
&re a rather aubatantial .aount, including, 
tor exaaple, the .later truat. The .lator 
eatate can be put under truat, and it will 
be not available tor aale. You aentioned 
it --

JUit a second, do that with Fole7. I have 
cot to eave aT time. Fole7 pasaea on everJ 
sale before the7 aake it, and the7 ooae to 
••• hla. 

All right. 

It there is something on that, take it up 
with Foley, will you? 

Yea. That is all. 
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Soaethiug like that - -

It iaa•t aa.ethi, they are doing bat 
it h all richt, will take it up with hia. 

Take it up with Poley. 

Barola'? 

lothiug. 

Bell? 

The Joint Stock Land B_. the bonda of 
'llilich are tu-exe11pt - I think there are 
about 32 of tho out of 80, ana they are 
all in liquidation. There were three of 
tha that ban bonaa called, one of which 
11 payable on Karch li and the otblr is 
April and one h Kay • Yesterday when 
I waa dowa to Fara Credit, they add that 
they had aade pl&!ll to go ablai and iaaue 
addltio!l&l securitiea, dating thea the 
27th of Pebru&J'7, 10 that ther could be 
tu exespt to pay off tho .. bonds when 
they are coalJtg due. I told tba ther 
certdlllJ couliln' t do the two that were 
called for April and K&J, but they baa to 
..Ce their pl&!ll for tba one that was 011 
Karch 1, it was getting 10 close that they 
bad to aake their arrangements with the 
banlca and so forth, and the uount involnd 
ia leas than a allllon dollars, and theJ 
want to date that one the 27th of February 
so that they will have the funds; and as 
a matter of faot, they have already gone 
ahead and made their arrangements with 
the bank and had the bonds printed, and 
I think it is a little late now to change 
it to the other tTP• of bond. 
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I wlah rou WOR14 vlte a letter tor • to 
the S.oretVJ ot jplolll tve •lrill& I • 
••~ .aoh 4hplla•lcl. I woala lllri to .a a reoor4 of lt. 

Jell, the bill waa ODlJ aigae4 raaterd&Jo 

It h prett1 nall atvtt. I would like 
to vlte Wickard a letter. 

le han got the other two oat. The7 he't'l 
coae wad aa llade uriii(IMnh. GoTernor 
Blaok ~aid, "I jut don't think 1011 can clo 
it without beiag cri tioi .. d, certainl7 tor 
the two. • 

Bow •oh h the third' 

.Ul told there are about three aillloa 
dollars, but thil oae 1e leaa than a aillloa 
dollars, I think about $800,000. 

Do JOU think it ia worth a letter' 

I do, air. 

llo, I don't. I think I would let it go 
because tbeJ didn't mow when thh bill 
..., going to paaa, and t he7 had to aake 
plana. 

Tea, the7 aid. 

Jnd the7 bad to print their bonds. 

You do'l 

I would like a letter for & record, because 
we are going to be up against the probl• 
of giving aoae leeway to the atatea here. 
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You know the7 are pri~atel7 owa.a bond1 
aacl the olllJ thi~~g that brl,a th• 1a 
1mcltr the Act, the .lot aqa he7 are 
laltraaeataliti•a of the United State1 
aacl tu exapt. ' 

What hal'll woula it be to wr i te a letter 
to Wickard and go oa record? 

274 

'fell, I don't aee that you gala anythi ng. 
I thlllk you ca tell thn oYer the phone 
.. doa•t like it, but in •iew of e~erything 
that baa been doae, •• won't object. Put 
I would object to the other two, because 
the7 ha~e pleat7 of tiae. 

Ia your letter are you going to write a 
letter objecting to the other two? 

I .. aot coing to write a letter, juat 
1&7 we object. Gonrnor Black baa reall7 
jolDecl 111 iD the other two. Be aaid he 
1Nnalcba 1 t go alODC OD that, 

.. u, I wi~ abide with 70ur deoiaioa. 

'fk11 ia the report to tiM Pl'11idat on 
the stabilisation fund, ud wlthia a day 
or two I will ban the oat to CoagHu. 
I wal4 lib to 1tart thiAkiJtC about ,._ 
other claa.!Jaatloaa of auiDga bOlide. Do 
7011 han aay particular thought ca the · 
portrait that ahould co oa there? 

Yea, Beaj..Ua Franklin. 

Well, that was firat oa ~ llat, but I 
don't thiak a 5,000 and a 10,000 deaoaia&tlon 
would fit Franklin ~•1"7 well, and we ha~e 
got 'luhinftoa on the $25.00 oae. I would 
like to pu Koaroe on. I don It mow what 
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politics he had, but the Monroe Doctrine 
comes into the picture . 

They. say that man Chase was pretty good . 
Has lt got to be a President~ 

No . Chase was on currency, $10,000 note . 
He isn' t on any of the bonds . 

Albert Gallatin. 

275 

Gallatin is on the hundred thousand dollar 
Treasu!1' Bill. - (Laughter) - That i s the 
only thing he is on. 

Why don ' t you put Mellon on? It would 
be appropriate. (Laughter) 

You took the Mellon out of my mouth. 

It was a dream I had . (Laughter) 

How about Teddy Roosevelt? 

Oh, the President would love that. 

Would he? 

Sure . 

Monroe and Roosevelt. 

He would love that . Fine. 

It t akes quite awhi le to get these portrai t s 
in shape. 

Good. 

That is all I have. 
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So would Alice Longworth. ill right. 

We can put any portrait on aa long as it 
is a portr ait of soaebody that is deceased. 

That would be fine. Are you and George 
coming in to give me a l ittle preliminary? 

We can. 

At about a quarter of eleven? 

Yes . 

And I a~ Tho.pson to leave Hadley 
where be 11 unt il financing is over. I 
will talk about it later, 

All r ight, Pb111p, I will do you next. 
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February 19, 19~1 
10 :23 a.m. 

H.M.Jr: Hello. 

OperAtor: Mr. Purvis. 

Arthur 
Purvi s : Good mo r ning, Henry. 

H. "L Jr: Arthur , are you where you can talk? 

P : Yea. 

H . ~. Jr: Do you remember laat night you told me i f 
necessary to be blunt? 

P: Yea, ye&. 

H. M. Jr: Will you take an order t rom me? 

P: With the greatest pleasure. 

H. M. Jr: All right. Now, I want you t o leave Thursday 
night '8nd go up to your pla oe and ui and not 
show up again until Tuesday morning. 

P: (Laughs). 

H.I!.Jr: , And no tooling. 

P: You know I think t hat 's - I believe you're 
right. (Laughs). 

H.!! .Jr: 

P: 

H. !l .Jr: 

P: 

H. ICJr: 

P: 

I want you to do i t. I ' m very , very serious. 

I don't kno~ where you got the idea, that's 
the only thing. 

Well, I Just got the idea trom looking at you. 

Well , I believe you're right. 

Definitely. No, atter you lett last night 
I got to worrying and I really thi nk you 
ought to do lt. 

Yes. I believe you're right. 
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Vlll JOU 4o 1 U 

I think I Will. I think you're right. !b1e 
le the laet weekend too before the Leaee-Lend Bill w1ll be through. 

And I tigure4 it you vould go up there nobodJ could get at you. 

I think that's a Yery good idea. I really 
think I'll ~o that, Henry. 

Proa1ee. 

Yea, I wUl. (Laughe) I vill. 

You are a Yei'J good boy. 

All right, tine. I'm going to take your 
i netruct1one, Henry. 

Right. 

Thank you very much. 

Good-bye. 

Good-bye. 
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Bello. 

Yu, BeDrJ. 

Jeroae, we'Ye etarted worlt1nc on our b1c 
rerund1ng now and I don't ltnov wether- we 
hope to open it on the 25th and oloae on the 
27t~ or th1a aonth, next !ueada7, end I 
don t ltnov whether 1n7 prhata orrertnga are 
00tl1nc along but I Wiab 7ou'd oheolt it. You 
eeet 

Yea. Dlann7 Called ae the other da7 and I 
tried to &et b1a 7eaterda7 atternoon. I 1 Ye 
aated the rellova in the war1oua dlw1alona 
who would know about 1t to oontar With Jlann7. 
Would that be all l'l&hU And let bla know? 

Burel7. 

Well, I'll aucgeet the7 oall hla rl&bt aV&J 
then. 

Now 11 there an7bod7 aaoncet the 0o•1u1onere ...... 
I bee 7our pardont 

An7bod7 aaongat the Ooaailelonel'l who 11 
partloul&1'17 II&J'kat-alnded, vbo wtobee tblt 
parUoul&1'17 - the aarkete? 

Will, we all do but our Uohnlolane reall7 know 
aore about lt than we do. 

Well, now mo 11 ltt 

Well I waa going to eugcut that 1t we sot 
Bane' who 11 head or Regletratlon; Purcell, 
head' or trading end Exohenge; end Weiner, head 
or Utllitiee, thef'll ltDov what the eltuetlon 
there 11, and I thought one or the three or 
thea could co•e over end telk to Denn7 end 
rind out met 70u want to know end keep 70u 
ourrentl7 eupplled vlth tba tnroraatlon • 

• 
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Well, it'e Just in this period and it'a 
thia whole market situation, end I'd like 
aomebody that I could talk to - one person 
who can sort or give me the reel or the ' 
market. 

All right, I'll aek Purcell to come over and 
talk to you then. Shall I? 

Purcell ie good, I mean, it he could •..••. 

Yea, he can canvaaa everybody and come over 
and give you the general view ot it. 

I tell you Vbat I'd like you to do, and then 
if I could work right v1 th him. It he could 
be over here at ~:00 today ••.••• 

Very good. I'll aak hia to come over . 

280 

And while I'm on thia thing, I'll tell him 
what we 're thinking or and then he could keep 
you fellows informed. But the t hing il thia, 
Jerome, these fellowe in New York - I don't 
know whether they've gone on a etrike or 
what but it's for higher i ntereet rates anyway. 

Sure. 

Th11 il our first big financing with tully 
tax exempte •• •. •• 

Wall, I think they're up to something. 

••.••. and I want ell t he help I can get. 

Well , we'll give you everything we can, and 
I think Purcell would be the bea t fellow to 
handle the information t o you and to us . 

Well could you start him today eo when he 
comes over at ~: 00 he'll be posted? 

Right. 

Bu t there 1s somet hing going on and I don 't 
like it. 
All r i ght. We 'll dig i nto it. 

Thank you. 
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RE OPEN IIARICE'I' 

Present: 

Badley: 

H.ll.Jr: 

Hadley: 

H.l!.Jr: 

Bell : 

.... Btll 
~fro. llaaa 

··~ lflo.Badl.q 
•• Roaat 
Ill'. Phtl' 
Dzo. Goldenwtlatl' 
llr. SSJ11Csalt 
llr. Ransoa 
llr. Booles 
llr.Spl'Oul 
Jfro, Slnolaho 

'·~ lt, ltu lOaU A.M. 

~'7 ol'iginal:Q- held about 18 llillion, and 
thq h&nn' t sold too ~moh of 1 t, 

281. J 

II 1t a -o? I ant it OTel' the telephone, 
I want it aa of todaf, 

ill l'ight, I will get that, 

Tell them that, I thought if the English 1IOIIld 
keep sel.l.inP: - U they OnlY got 15 million, I 
would like fo have them sell it in block and 
gat out of the market. I me&n, it ia Te'f7 eaq, 
J.:q government bond house will bu,y the bloct 
from them ao they won •t be selling next week. 

They might be hanging onr t he market. I thought 
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th-,r d!apoaed of their goTeraaenta. 

That 11 What I waa checking. 

Laet fall. The7111iaaed the boat, didn't the;tl 
Tiro or three dollars a hundred that the;r han 
loet. 

Thoee are thoae Tel'f confidential figures ;rou 
got Burge sa to gin 70u e011etille ego, llr. 
Seoretar;r, on dealers' poaition. 

Who gete thia for me? 

Well, the7 telephone it in to our office eTeey 
da7. 

And they are short? 

Y,a. The biggest ahort position the;r haTe had 
aince way back, ;rou aee, 

That 1a good, ian't it? 

No, that ..ana the7 are bearlah. 

lfo, hilt it ia an underl;ring atrength, because 
the7 will han --

Well, the7 think the7 oan oonr it at acre 
faTorable tel'lll tban the pruent market. The 
net abort on bond h 26 aillion, and up on the 
notea. It looka - here ia the latest defen~e 
note, I think that ia what that ia, the;r at1ll 
haTe aame of it, probably, ao the net abort is 
only 20. 

That ian •t veey abort. 

Not Tery much, no, 
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1lha t 1a that "ainua SJ. allli on. • 

Well, that 1a the ehort on bond• the lon 
on bonde, and the net position rou aee fa 
minus. ' ' 

I would much rather have them abort thaD 
long, because they have got to cover. 

The7 would have a lot to sell 1! the7 were 
long, woulcm' t theT? 

!11, it ia the negathe of having an iDvento17 
hanging over. It ia juat the oppoaite. 

When the7 are ahcr t, they can take iD all 
groupe of people. 

I ••1 I would much rather have that. 

!a long aa they don' t get too abort. It they 
are too abort, then it 1a an advantage to the 
tor the market to go down. 

Th•T are the shortest they have been in about 
two 7eara. 

I have juat called up Frank and aaked him to 
designate l(lllebodf to watch the market who 
could work directly with mei and he baa given 
that to Purcell, and Puroel ia c(llling in at 
t our. You make a note. 

Is Purcell the one who baa been watching it? 
I called him the first of the week. 

Who? 

Jercy. 
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Be aaid he tried to get rou reaterd~J, 8!111 
the answer was he hadn't done aDTthing. He 
~ntioned three different people, and I said, 
that ill no good, l want the Colllll.iuion to 

•ll one, &nTOodf m&rket-Dinded. " -well, we 
are all market-minded." I said to erselt 
"nuts," and I said, •one man.• I think~­
cell is ~e best man, don' t rou? 

Well I think he is all right on some phases 
of the market. I don't think he is IIUch good 
at watching the bond market. 

lfo, I didn 't uk hila. It was the s tock market. 

. Yea, he is all right on th&t . 

Onl,y the stock market, Dan. 

He and that other fellow are veey good on the 
stock market. Louchheim is veey good. 

• 

I want ao~~ebodT to watch the stock market. 
Well, what does it look like todll, gentlemen? 

Well, I had some questions written out here to 
be decided, but in r our press conference yester­
day you decided it would be a refunding first 
allli - I have that one down, as to whether we 
would do the whole financing job at one time. 

You knew that last week. 

Daf before resterd&r we announced that we would 
do a refunding job. 

That is the way it was written up in the press, 
that we woul d do a refunding on the coming week, 
and then after the firat ·- -

TWo weeks. Well, t hat is what you told me rou 
wanted me t o do. 
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Well, I ea eor17 I went that WIT• I eaid 
we have the queetion to consider aa to 
whether we do it at all or whether we 
split it or do the cash two or three weeka 
!rom now, But I think probabq it would 
be the decision &nfhow, that ia, whether 
we ahould :f!lt the iasuea and have a 
cash retun g later. There was another 
alternative, that we might have a retund­
ing end a small eaount of caah, three or 
tour hundred million dollara, and then 
raiae some additional cash through Treasurr 
billa. !hat might help the ai tuation a 
little. 

You still can do the billa . 

Can atill do the bill thing now and do the 
retunding and start right in with bills 
it :rou ,ant to do that. 

I think that would help the market. 

'nle billa? 

Yea. The IA&l'ket would knew- then evan it 
;rou go out nth a tel'lll aecurit:r for cash, 
the:r would know it would be much BD&ller 
then ;rou anticipat ed. You were taking it 
up with bills, 

And :rou cen take billa out of the market 
en:r time :rou want to through refunding. 

And :rou kept :rour billa low to help :rou 
out when :rou needed help. 

Well, you alwa:rs announce, though, Thurs­
day, Rave :rou announced what :rou are 

/ 
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going to do Konda, in the wa;r of bills? 

lo, that haen't gone out 7et, It ia 
supposed to go out toaa,. 

Can TOU hold it? 

Tea, 

Hold it . What would 70u do, borrow an 
extra fifty or an extra hundred1 

You can do either one, 50 or 100. We have 
alw&Ts done it 50 at a time heretofore. 
ot course, it would take a long time - it 
talcu eight weeks to get four hundred 
ailllon clol.lua, 

How mch are we boJ'J'OWing now, a hundred 
lllillion? 

J. hUDdred million, fU. Well, our balances 
are holding up prett)" good. The corpora­
tions are not spending &D1 mona7 at all. 
We ought to haTe about BOO million going 
into luooh. 

Halt a billl Oil? 

light hUDdred llill1on, going into lfluoch, am 
we will lose 111011e7 ill the !!rat ten da7a of 
March, probabq prett)' rapidlT. We will 
lo•• 1~re between a hundred and a 
hundred and tilt)' million dollars, so that 
our balance might go down as low as 650 
aill1on dol lars at the tenth of March. 
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PPom ~ere on, we begin to get income 
taxes prett.r fast, and we ouiht to go out of 
the 111011th wlthout &D1 financing with about 700 
aill1on dol.lua, prodding, of course -

With no financing? 
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It we have no financing in March, we ought to 
go out. We get big income tax P"1118nta, ron 
see, ot about 700 million. We have two or 
three things hanging ovn which I don •t think 
will hit us . One is the Housing of about 50 
million, and the other is the Arkansas refund­
ing of about 50 million, and I don't think 
that will go out until April. 

Is the Arkansas thing going through? 

Did you get the note I sent in? 

No. 

Is there anr reason it the Arkansa·s thing 
does go through that it should hit you until 
and if the Reciprocal Tax Exemption Bill is 
passed~ As I understand it, the reason the 
R.F. C. wasn' t to take these is that they 
want not to take deliverr until Jul1 1 in 
order to save the state from paying double 
interest, and if so, it wouldn't hit you 
until Julr 1. 

lfell1 we got from lfr. lhlligan that it was 
pending, and apparentlr he didn't know the 
reasons. 

It the bill goes through up on the Hill on 
Reciprocal Taxes, ther will do it right' awaJ. 

The R.F.C. can demand deliverr at anr time, 
and then the state would have to start pay­
ing double interest, but they wanted to put 
it ott as long as they ~ould, but they wanted 
to get them under t~e wire. 

Well, l6Uligan didn't know the details. 

Does Wulligan watch the market pretty elosel7? 

/ 
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The bond market? 

Yes . 

I don't think so , 

Who does that for Jesse? 

V/ell, I don't know as he has anybody that 
watches the whole market, but he has some 
people that will watch the market for 
particular securities, like railroad bonds. 

Well, Jones was going to call me before he 
did anything. 

Well, I don't believe he can back out, llr. 
Secretary. He may not have done anything 
formally, but he is so tied into the thing, 
I doubt if he can back out , 
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Mulligan told me this morning that the R.F.C. 
hadn't made any le~al commitment of any kind 
and that he couldn t say whether Jones or 
Schram made any commitments and suggested 
I speak to Mr. Schrao. I was only able to 
get through to lofr. Schram this 1:10rni ng. But 
~lligan' s statement is that they haven't 
made any legal commitment, but certainly the 
newspapers have been discussing it as though 
the R.F. C. were set to go into it . 

Just to digress one second, George, how many 
people are there under Murphy on this bond 
thing, government bond thing? How many 
people has MUrphy got besides himself? 

Oh, I guess we will have to name them off, 
Henry. Go ahead. 

• 
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I have about ten. 

Have you? Just on government bonds? 

Well, the whole field of finance . It 
covers a lot of detail that really doesn ' t 
vecy directly appertain to the government 
bond market. 

But those are all economists? 

Yes. 

Junior~ - from 2000 up. We have put some on 
recent~ since you told me. 

How many have you put on? 

Well, altogether we have got about six, 
counting those who are coming in at the 
first of the month. 

I think there are only four we have hi red. 

Then there are three others that we are 
working on. 

Yes, but I think those four are the only 
firm commitments we have made. 

Well, that was the formal set-up. I worked 
with them very closely on different aspects 
of it. 

I would like to get a memorandum from you 
and sit down with you and Bell. I would 
like a little memorandum, just who is work­
ing on government f inancing. 

And would you like to say, too, what they 
are working on? 
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!11, I 1IWl.a like to r omo it. I wuaU 
lib to bow. I 110111 like to bow what 
thq &Pe doillg. 

Wright. 

Well1 WI could go thrO!IP the mnth of 
MarOA with a caatortable .argin and not 
tlD&Doe tor oalll, but then tlla t woulcl -
alght throw a .,..,., he&YJ blll'dan tor oalh 
in .lprll, &Dd JOD ftllt to tlDance &leo 
tor .T11ae •~tl• in there. 

Well, wouldn't 1t be a.art to begin to 
iDoreaae an ltill1 10 then the arket 1I01Ilcl 
mow .. 41c1n't hne to do it? It ... began 
to take another hundred allllan a waek? 
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I think it alght help that bill rate a little. 

It would also h•lp the retaDdlDg. 

Would? 

<1&, lt would help lt treMDdouaq, _, 
2hq would lmatr there waen 1 t ao mch preuve 
tor oalh. 2he 1I8T thq look at thla retand­
ing, lt the7 do thla now and thq know sou­
thing has to be dane next mnth, or thq 
thlni 1t doee -

I think1 Jfr, Se cretaey, the aooner ::ron get 
back like you were before --

They haYe got us in a pocket now. Bob 
Rouse has some apprehension about two major 
jobs here within the course of two weeks; 
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he doea't thiJik that thh refunding 'Ifill 
haYe been distributed, sa, bf the tenth or 
the twelfth. He thin.lca it 1a going to take 
a little longer, and he would rather 
aee it all done at once it you are go~ to 
co .. out for major cash, so that it would 
all be there at this tillle rather than haYing 
thla other major operation hanf!:' OYer the 

IIUket just wHhin a period of weeks. 
Of coune, we. could put it otf until the 
twentieth. 

Olle other thing, betore those fellows cc:.e. 
Who, besides Eccles oYer there, works the 
IIOat on gOYernaent bond markets? 

I think Ran8011, 

U. doea't c011e to theae uetings, doea he? 

Bo, he ia onlT Yice-chairman, and they 
altel'D&te the JMmbers of the Board on this 
eo..ittee. In three months it will be 
Cheater Dana and John Jloi ... , and the next 
three 110ntha it ~ be SQ110aak and Darla. 
!hat 1a the aaae ftT you do with you.r banks 
and you han altel'D&tea, except the chaiP­
MD - the president of the Fecleral Reaei'Ye 
Bank in Bew York ia on it pei'Milentq. 

But Bansoa doe an' t o0111? 

OolT in the absence of the chairman. 

(Miaara. Rouse, Piaeri Goldenweiser, Szymczak, 
Ransom, Bcclea, Sprou , and Sinclair entered 
the conference. ) 

Well gentlemen, I think we are going to hen 
a little bit more dltfioult task than usual 
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beoauee we aol't ot 1&14 OIU'"lna ~ te 
thh liT 4el1Jiu our tin&Doina in oi'dll' to 
pt our leghhiiou through but at least 
the atrategr workea, We got our lefi•la­
tlon through in recora tilll, and I h1nk 
some ot the people 1n lew York kind ot think 
the7 han got ua where the hair 11 aho..t, 
Dlere 1a all thh th!!' ud ,,..~ h 
eo blue 7011 would t that the- bot\• had 
fallen out ot thlnc•· 'l'bq ban oalle4 ott 
all thue refmuBnaa ud eo forth ud eo Gil. 

Blat w haYe been ~ lllllOh .,., cll!ticult 
llhatloaa thu We Gill, ud I a not blue, 
u4 I think that the ocabln.a br&lu that 
are here O&D out....t tbea &114 boi'I'Oif at a 
1'1&80D&ble rate, 

low, u 10U people mCJIJ, .. han_aot two 
refuMhgt wldoh aoliDt to a billlou two, 
u4 .. nee4 ,_, oaah. Jfr, Bell •• lut 

!:ll!:ft•ha;. I~e..!:!l~1u.~~r;e :!:U -
aaak tbrclladl without lt, bat that woala .a it thal .aoh ., ... altticult in .lprll, 
1114 I think that the b .. t -.r to ata1't the 
opahcwould be to han Bell pn 70U tbt 
plotve a• .. "e 1t fro. llCIIr until the 
flret ot JulT, !hat h looting a lGDg 111\T 
ahead. these aq.. 
!hat h a good thing to look at , 

Bell can tell 7011 what our needs are, 

Well, these figures are baaed on the last 
Budget and I thou~t then that the figures 
were t~o high, and I think ther are too high 
nCJIJ, Before we haYe our cash offering, I aa 
going to rerlse thea and put thea on the 
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'-'a tllat I~~-· .m-:rf,f:a Jl'!:l~-JL~!.~ 
ot a 111J11• U. • tM 43r. ~· · re... Blat • wl!J _ 10 a.t .. tato a.. 
with a11a.t 800 allll• 4ollare ..a tM t. 
point of ov work1Jac llalaDoe ;{u " .. about 
the tellth, uu1 that w1U~4CIIIII te '100 
llilllOD, with a po .. 1'b111 of IBotber 
hmallriCl 01' hlllldric1 ... t oca1Dc h. It 
11 h the p1otvel bat I d•'t th1ik 1t 
will o-. h 1Dlt1 latw. 

• 001114 go throagh the aODth withoat uq £l:!""1Dc IDd ~ oat of the .. th at a'bold: ...... ,ooo,ooo, J'l'ao,ooo,ooo. 
!Jiat 11 baaed aD u eet1aatld tu !'IT­
tor laroh! 

!Jiat 11 r1J:ht1, Ot oour111 the tu: rl'l·-
11 1lll,1 up lD ll&l'oh OYer WD&t &liT other .. th 
1101114 be. ADd thl8, of OCJal'll, 1JL iprll w 
Jut oc'llla • t go throa&h 1pr1l w1 thout 
fluaolDg, 'beoau11 lt looa .. tho1IJ:h .. 
llipt han $900,000,000 4et1o1t 1a lprll aa 
the 'bub of the preiffi5t a4 1JL -., 
.. woul.4 &lao han a •IT ;co llilllCil 
or & 'b1Wca 4ollar et1o1t, eo that • 
1101114 han to haTe -11 1JL iprll. ..a poedbq -· lhat w oontt~~platld waa haTing 1J1 R.F.C. 
fbw1olng for about 500 aill1011 1n 1~!1 uu1 
a 'l'l'IIIW7 financing ag!ln 1n Jll1. t wae 
the original progra. It we had a 500 allll011 
h J111 and, eq, 800 allllon 1n Jlaroh, we 
would pouiblY han to raise IJiother 800 
1111111011 or a billion 1n both ~ and June. 
June, of coUl'se, to carey on the Jul¥ and 
August expenditures. That would take us out 
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ot the 1•v with poeaibl.J' a billion and 
a quartel' or a billion three hund1'ed 
a! Ilion dollars. 

In Jue we han 604 llillion dollve of 
TPeaiUJ7 notu JU.tul'ing, and we also han 
840 lllillion of the thl'ee and a qual'tu 
Pll' cent TPe&SUJ7 bonds ID&turing in .luguet 
which we lll'obabq ought to pick up in June 
it finan01D.g ian' t too big. I thi.nlc we 
llight diloun a little ae to whether thil 
fiiianoing ought to be one Ol' two, split it 
with a l'etlmaing in caah. 

Ban 7ou people got &111 ideae c1n that? 

Yea. Mr. Bell na good enough to have Jfr. 
RoWie and lfl'. Pilel' aeet wi tli 7our gl'Oup on 
hd17 eo 1hat they spent all attel'Doon 
dhouning the thing, and I aekld thea to 
pl'epare a program covering this picture that 
Dan haa pl'aaented that we would have aome­
thiu to oonaidll'; and than I called our 
Comfttee togethu ftltll'dq aftll'DOOD1 and 
we apant a eouple of hours disouaaing all of 
the aapeota of the problem, and then we .. t 
again this 110l'Ding tor about a halt hour, 
10 that I think we have 1 pl'ett.r ganel'al 
idea of what the pl'oblem ie, and I thi.nlc we 
ue in p1'ett7 genel'&l ave-nt. I don't 
.. an bf that that there 11181 not be a01111 that 
han aa.e ala&gl'eement, but I uan genel'&ll7. 

We didn' t tl'f to draw up a detailed pl'Ogl'&m 
here. We aldn't have time to present it in 
vi tten fol'm. · 

Now, I think - I know I agree and I think 
most of us agree that there is no reason 
whatever to be pessimistic about t he situa­
tion that there reallf is no financial . 
problem at t his time exoept one, and that .1s 
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the diffieultr of prioiDg, because of the 
tact that there has never before been a 
governaent bond put out on a tax-tree 
ba1i1, 10 that there i1, ot oour1e --

Not tax free . 

I mean taxable ba1i1, so that is the present 
problem until the market - until we find 
out what the lli!Lrket is for that trpe ot 
1ecuritr. 

And we burn our bridgee. 

That is ri~t, and thet is the onlJ' problea, 
and it isn t - there i1 no other problea in 
10 tar as the supply of tunda is concerned 
and the laok of innatment opportun1t1 tor 
the available supply. 

Now, the market - I think it is fortunate 
that what we TllA1 tel'lll a "tlutt• that hea 
been on the arket, the market has had an 
adjustment, and it seems to me the problem 
todar of tlnancing is euler than it possibly 
would have been with the market three or 
four points higher, because there is 1111ch 
leas likelihood of a weak market developing 
now than there would have been it the •rket 
had been a good deal higher than it is at 
the present time. Now, that is just a 
general statement. 

Now, getting down to the specific problem -­

Before rou leave that, let me just ask a 
question. In view of what has happened and 
everrthing else, there isn't anr chance of 
the Federal Reserve Board making a sort ot 
a clarifying statement on ita position on 
excess reserves? 
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Bo, none that I bow ot. '!'here hu been ao 
dhou11i011.. Per1011.alq I would not tnor -
well, we haTe •t with tbe ~oU 7"hr­
dq and 4v before 1"ter4q, and there waa 
no sugge stlon made b7 1.111 -ber ot the .ld­
Tiao=ouncil or the Board with reference 
t o &J1T statement, and there ia no 
atatemen contemplated either no. or as tar 
aa I lcno. in the future . !he statement was 
-.de, which was general ao tar .aa the whole 
picture ia concerned. 

You •an the other Wl1 around, howenr? 

Tea, to sort ot lift that ott the .arket. 
I mean that there n an' t &lllthing contem­
plated. 

Ho, there is nothing contemplated. 

That 1a what I uant. 

!a a matter of tact, the Federal ReaerTe 
S,atea -- . 

'1'h.ank JOU, 

I aa trying t o help rou out a little. 

I needed it. 

'nle Federal ReserTe S,etem - ot course, there 
ia no legislation introduced. 

Well, Taft . 

But that didn't come under excess reserTes. 

But it covered all those things. 
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W the 'l'att Bill wae --

You are t•lklng about the Reed Bill, Mr. 
SeoretU7, I beline, which was introduced 
711hrdq. 

lo, the r.!t Bill. 
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That is just a re- introduction of a bill 
thq introduced last 7ear. There ie nothing 
new in the Taft Bill. He introduced the · 
bill last Jear, and he re-introduced it in 
the new CODgJ'eee, and there has been no 
bill introduced covering the --

!here was a bill like t hat, but Taft didn't 
introduce it. 

Somera. 

It ia Townsend's bill, aa I recall it at the 
preTioua eeaaion of Congress, and as I recall 
lt, Taft picked up the essentials out of the 
'l'0111111Dd. The Townaand was a resolution, 
not a bill, and then Jeeterd&J, Reed, in the 
Bou11 introduced a bill. 

I don't think ID1 of these go at the reserTes. 
!he7 go at the repeal, I think. 

I see. I was thinking about the reserTea. 

lloue of thea han it. 

I don't know of arq bill that covers it. 
Well ncnr --

Well, there ia nothing coming out, ID1 Federal 
Be11rT1 bulletin whicli oould bar the lll&rket 
or UJTthing like that? 

Doctor, what about it? 
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There is a bulletin - -

I don't think there is anything in i t - ­

Any more about reserves? 

No, 

Interest rates? 

I don ' t think there is any -you see the 
February bulletin is out, and the ~ch 
bulletin hasn't been planned very much in 
detail yet, and I donlt think that - we 
can see t o it that t here is nothing in it. 
We don't intend to have anything in it . 

You haven' t got sight of i t yet? 

No. 
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It is our feeling that the refunding of the 
billion two should be done at this time and 
no new money from bonds should be undertaken, 
t hat the refunding on a basis of an inter­
mediate bond, one issue - on todq' s market 
i t would look like it would be a 52 and a 
quarter and a 52 - 54. 

Two and a quarter? 

If you go t o t he 52- 54 maturi ty. That is 
about two- thirds of the difference between 
what the - well, the tax benef it would mean -
thi s would mean about two- thirds of what 
the t ax benefit would be. In other words, 
it isn' t allowing for the full differential 
between the taxable and the non- taxable, but 
allowing for about two-t hirds of the differ­
enti al. Now gat such new money as you need 
on t he bill market by getting a hundred 
million new money a week for a period of 
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months - a period of weeks , I should s51, 
until_ the market has a chance to weigh the 
relat.1ve price of the taxable and the non­
taxable, sotnat it would be easier than 
to price issues , The fact that you put 
out no new bonds at this time would be a 
general support to the whole market, would 
make the success of this issue , from the 
fact that it is a refund.ing issue , more 
assured than if you undertook to do the 
refunding plus a new issue. 

There was this thought expressed by soce of 
the mecbers, that it may be advisable to 
try a small issue for cash along - four or 
five hundred million, along with the refund -
ing of the same bond. This thought was ex­
pressed, that if that was done, that then 
if you attempted to r also some cash, that 
you may want to make this issue a 50-52 
rather than a 52-54, if you were raising 
cash. 

It was the market opinion, I think, that 
it would be better to put out the 52-54 
issue and not raise an1 money by a new bond 
issue but get such new money as you need 
from using the bill market. 

Could I interrupt you a minute? 

Yes, 

Before we get dovm to too many refinements, 
I would like to just sort of d~scuss should 
we do a refunding and cash or JUst a refund­
ing. 

You mean cash and a bond rather than bill s? 

Yes. 
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Well, I was giving you the whole pictures. 

Well, could I - I can get it better, if you 
don 't mind. 

Go ahead. 

Vfe were talking here just for a few minutes, 
Bell and the rest, ana I guess they have had 
the benefit of the men from New York, and 
they thought it would be smart to go and get 
another hundred million a month in bills. 
That was their suggestion, because that would 
sort of get us out of this situation, You 
know, a lot of the people at different times 
have wanted me to have three or four billion 
dollars worth of bills, and I have always 
said "no, I want to keep that for an emergency," 
Well, now we have got an emergency, and i t 
seems to me - it looked like cheap money and 
they say how much England had and - you have 
heard all that. 

Well , as a matter of fact, as far as your 
bill market is concerned, you have got 10 
billion, It is unlimited. 

But you have alWSfS heard me say I wanted t o 
keep it for an emergency. 

A hundred million a month or a week? 

A week, extra. Now, it looked to me as though 
t hi s was the kind of a time that I would be 
willing to use that device, and then when 
things got better, we could let them slough 
off. 

You can always refund them. They are 90-day 
bills . 

• 
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But I would like to kind of settle that 
sort of t hing first , because I think it 
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ia very important, and I wondered if the 
men who have been oloee to the market 
f eel that, first, there would be any 
trouble in selling an extra hundred million, 
and second, what the7 thought or that. If 
rou don ' t mind, I would like to hear from 
them. 

On first question, I th.ink there will be 
no trouble at all selling an ext.ra hundred 
million a week. On the second question, 
it seems rou han now COllie into the period 
of big financing of the defense prograa 
and that it will from time to time present 
the sort of emergencr you have reserved the 
bill borrowing capacitr for, that it is a 
f lexible instrument to get 500 million now. 
If, two or three months later, rou can ro­
tund it, all right, and then do it again 
at some other tight tilllei or if you can't 
refund it later, you rol along the increased 
volume of bills. 

It seems to me it is made to order for us 
in such a period. 

Do rou think it would help the market out, 
take the pressure off? 

I don't think it would hurt it, and I think 
it mieht help the market b7 taking the pressure 
off. 

It would take pressure off? 

I think it would. 

Rouse? 
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'!'hat pretty well covera it, What llr. 
Sproul has said I think prett;r well 
covers it there. To aaplit,r it a 
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little bit, there has been some question­
ing because of statement• that the m&gni­
tude of the financing progr&m would be a 
half bill ion or a billion doll&re a month 
of financing, I think if we come on with 
that regularity and at neceaaarilT increas­
ing rates, I think it would take an;r a 
great deal of that talk and be a constructive 
thing ln the situation rather than the 
reverse, 

I would like to just digreae a llinute, but 
it is important. 

lllan Soroul, who sees the press for you 
in New York every day? 

llr. Roelse, I don 1 t know whether you know 
hill who is in charge of our Research and 
Statistical Department, sees them ordinarilT 
or his immediate assistant , llr. Sanford, 
sees them otherwise, and I see them once in 
a wl)lle. 

Would you mind after we are through, at~ 
behind and JUeting lfr. Kuhn and talking 1ri.tll 
him a couple of minut es, because 1 thiDlc 
that there ia a job that can be done - the 
ato1'1 that we need this money !or national 
defense and we have to have it. 

That is another thing. On this financing 
now, that note oertain!T should and can be 
struck. 

I would like i t if you could stay behind and 
Mr . Eccles, if he is interested. 1 want to 
find out how it is done in Uew York. 
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Ytlf " wUl. I would be glad to do 
that. 

I would like to know who ther see and all 
the rest ot it . The riRbt note baa not 
ret been atruok. I rna the tinanolal 
oolWIIl, and I think a job could be done 
there. Would ron --
Be glad to do it. 

I will be glad to a tiT. 
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I 110Ul.d juat like to know what the •chanica 
ue. I un had IWm working on it tod~T. 
lfe ue checking all the people who write 
tiaanoial letters out ot Washington, just 
to find ont. I think there ia a note to be 
ltl'UOJt in the market lei"Tioe t.lao, and all 
that sort ot thing. 

Yea. 

I jut - I know Burgeu ueed to aee tho rean 
ago. 

lfell, I han 11111 them alnoe he lett, and now 
I han turned it onr 1n the laat IIDDth or 
ao to these other Mil, 'bllt it we are doing 
thia job, I would aee thea. 

'fhq wouldn ' t be aurpriaed it rou handled 
thea tor the next few dafa? 

<11, no. 

I UDderstand rou han them enrr d'T· 

Thq co• 1n enrr diT and someone aeea them 
eney dq. 
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I th1ak 1t 11 blportut. •r• were 
WI, Iluat W. WIH oa t~ blUet 

nth llaroriDel'. 

lou WIPe aaoertaining Whether or not thePe 
would be &Df problea 1n oonneotion wi th 
the bill .arket, 

And Rouse, had you fiDhhed? 

Yes. 

Well', let' 1 Juat for the -.t put thet 
1n a pigeon liole and ·~ we will take it 
9-apili, but ... think that thet b the 
th1Dg to do. 

We haTe got to -~- up our lllnda this atteP• 
11.0011 on thb, fop Mona~, you see. I aean, 
the •ohmioa go out t odq, eo •• han to 
.ate up OUI' lliAda right here tod~. 

'!hat 11, 1t you are goiaa to use the bills! 

111. W. heTe to deolde thet. Ie that all 
rJ.Pt, Duat 

U 7011 are gol.nc to start nut nek. 

Well, I want to. I like lt. 

I think it 11 the oDlT aenaible thing to 
do. there is no need of putting &D1 new 
bonds out until you test out your IIIU'ket 
on this refunding. 

What do you think, Sinolair ? . 
Well, Mr. Seoreta1'7, for the reasons that 
you hen and these other 11111n han alreadT 
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dilouued, I thlnlc that h what I 110uld 
oall the cautious thing to do. I thlnlc 
there is ooneiderable real de.aDd tor 
beads, eTen apart from the refunding, 
and I just cbWed around in rq lllind a 
bit the adTieabllitT ot not taking all the 
cash ;rou wish, but ·~· take halt a billion 
or 400 lllilHou of caah in addition to your 
refnndinf, and do the rest in billa. How­
eYer, I on't feel terriblJ atrongl;r about 
that. 

I reco~ise these other factors, but I 
wouldn t want to dhlliee it with a wan of 
the hand. I would want to lhlnlc pretty 
oaretull;r about it. 

There are three baportant financinga thie 
week that have been postponed, and we are 
trying to find out about that Arkansas one 
which was due on the 27th. We haven't been 
able to find out whether it is going through 
or not. 

I think it is the sate thing to do, but I 
would want to consider the other pretty 
oaretullJ. 

SZ7J!Csak? 

I think I would sticlc to the refunding, and 
it we need more money, get it in billa. 

Ronald? 

De!initelJ, I would stick to the billa and 
new money at the present time . 

Piaer? 

I would agree to that too. 
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Goldenweiser? 

I feel that way rather strongl7. I think 
there is no use going out with the other 
at this time. You have got your source 
of money from the bills, that is easr; and 
this is a ~eriod of adjustment, and I think 
you might Just as well wait and find where 
your market is before you try for more 
money. 

I think it is made to order, gentlemen. 
I mean, this is the thing that we have been 
saving it for . 

Don't you think that these other issues 
being held up - it is perfectly natural, 
because how can they possibly price those 
issues which are taxable when they don't 
know what the price is going to be on 
government taxable issues. They have got 
to wait to find out what they are going to 
have to compete with in the market and --
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Well, I am not convinced that there isn't a 
minor conspiracy to sit back and try to shove 
up the interest rates and get all they can 
and fix it, get it on a good level and make 
us paf a good stiff price . 

I think conspiracy is the wrong word -­

I said "minor• -- (Laughter. ) 

Yinor, which means New York. 

How would you put it? 

I would put it this way, that there is an 
opinion that there is a lot of finan~ing 
to be done and that marbe the rate Wlll go 
up, and we can wait and get it on the next 
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issue if we don ' t get 1t on thb. But 
oonaf!{'OJ in ., aind Tituali&el r.ople r tt , together 111d •king thie eohion. 

don th1nlt there hae nen been a ainor 
oonaplraCif. 

You would call it an opinion? 

irr1Ted at independentlf rather than bf 
conspiring. 

But thq arrhed at it b7 a llleeting of lllin.ds. 

Yea. 

You juat don't like a, adJectiTes, is that 
right? 

lor 10ur noun, either. 

You obJect to the •lllinor•? 

No. 

llr. Secretai7, I wonder if I 11/&'f just aq 
a word in connection with thia subject, not 
because I object to 70ur uae of the term at 
all, but in cllacuaeing it fl*~ in 0111' 
territol'J, which ia not a big mon11 market, 
I aaeure 7ou, with the insurance companies 
and eaTings funds and banks also, I think 
there is a recognition, full recognition, 
ot the heaYf financing program which h 
ahead of the gonrnmentl and that the7 uaut 
be prepared to pl&f the r part; and I think 
when it comes to that point of Tin - there h 
alft1s a sharpening of the pencil which men 
inTolTed in investing alwa7s do. 

How~ver, I think there is a recognition that 
insurance companies and eaTings lunda are 
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U'e pnpuecl to tab bolaaa 1n reaeoaable 
ad ft'lll aubatmtlal 111111mh, 1114 what n 
ht&P tal.bcl about 110atq h a ohage 1n 
a ttl t1111t of uo11114 two end a quapttl' per 
OtDto ~t la DOt taltinR DIOIII&I'i~ 
&bon two aDd a halt 011 tlie other 'side, 
The7 ue talking about a IIUch longer bond 
wbioh they art prepared to consider and 
to take, but I thill thla 1a DOt the tiM 
for ua to dlacuaa that p&l'ticulal' question; 
but I th!Dk then 1a a Te'l"f good recognl­
tlcm, &lld a alncert recognition of thall' 
deter.h&tlon to plq the tull put 1n the 
flnqolDg prograa. 
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Bat 1t ham't got 1n the publlo preaa 7et? 

I th!Dk there 1a a great deal 1n there, but 
I · th1nk when JOU talk eaong these IUD end 
theil' groups, 70u will find that is quite a 
alnoert polnt of rln. 

Im't there a ooablnatlon of factors na. 
that 1a perfectq natural? In the first 
plaoe, 1n Decellber the lntueat rate did 
hit - 1n Bpite of the faot that 1t haa bee 
ooutmtq dropp1ng, it hit a nn low and 
bemaa hit a nn hlp agaln, eo that JOU 
nre at that tiM contl'ODted with the highest 
bema .arket and the lowest lntereet rate-~ 
fap that we had had, end we han been thlnlt-
1Dg lt has been low for ae~~etlal, and then 
rlibt at that tiM there ne thla - the 
Feaenl Rasene atat11111nt lndloatlng that 
the lntereat rate atructure na exceeein]T 
low and the bond JD&rket T11'7 high and that 
poaaiblr something ahould be - we should be 
preparea to do aOJUthing, 1t, ea, and when 
the condition warranted. 
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On top of that, there waa a Budget program 
of 17 billion, and since that there haa 
been the aid to England with a veey l arge 
UIOUllt, so that it haa been apparent more 
and more that the volume of flnanci~ waa 
going to be unprecedented, Then ri~t 
along with that comes the elimination of the 
tax exemption feature , so that when you 
take the combination, I think that the 
llal'ket bas behaved fairlY well and that 
baa not - here is a chart on the gonl'llllent 
bond market, It is still at as low a point 
as it has ever been except that one period 
here in December. 

We are ott three and a halt to four points, 

But they are still as low as they have ever 
been. They are lower than they were. Here 
1a when the war atarted1 and there is where 
they went. In eveey otAer point - so that 
they are outaide of - for a 60-day period 
here in December and January, your bonds 
todq are aa low as they have been at any 
tiM. 

~ere is this thought, lfr, Secretary, on the 
'l'loea8UJ'7 Bill. me next issue will be tax 
exempt. You see, we don't iaaue· anything 
taxable until after Marc~ 1. 

!bat is right, March 1. 

'!he next one will be what? 

If we issued this for cash on the 26th -
this is the 19th, isn' t it? On the 26th 
it would be tax exempt. 

You 1111an the billa? 
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No, wh1 not a defense note? 

It ia a bill. 

31.0 

Wh1 can't you - I thou~t you had been con­
verting them all into aefenae billa. 

But they are tax exampt . It ia only the 
defense note that you can make taxable. 

Ia that a problem when they are only 90 
dqa? 

No, but I am wondering if anyboq would SB;f 
anything about the Treasury issuing a tax­
exempt security four days before the act 
became effective . 

Wh1 don't you wait a week? 

I think we might wait a week. That would 
leave one wee~ delar. We could make it on 
.llarch 4. 

But then we could announce. 

Yes, we could anno~mce now that :(ou are going 
to raise some money by Treasury billa. 

Ob, but the defense notes aren't --

'nley are taxable, but that h under the 
note provision. Now, these are Treasury 
billa and the --

Whf can't I get out a hundred million of 
defense notes for 90 dars? 

You have to put a coupon on them. I believe 
we do have authority. 

Ian • t there a minimum maturity of one year? 
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Yel. 

You haTe DO d11oPet1oc. 

You • a t he defm11 Doha han to be -­

One to fiYe years. 

You would han to put out a bill, and it 
would be tax tree. 

UDtil Jk.rch 1. 

31.1. 

But, Dan, I thought you had been connrting 
this stuff. 

We just called it National Defense Series 
1D order to get us some borrowing authoritT 
under the general progru, that ns all it 
na tor. 

But they are - -

Ful]J' tax exempt. Only the two is sues of 
notes are taxable • 

.&nd it it is leas than a year it woul~ be 
tax exempt? 

That b right. 

lhat about a certificate? 

That has to be tax exempt, too. He only 
has authority on the notes. 

Well, that wouldn •t look eo good, would it? 

I am afraid we would be subject to critioima. 

We could aDDOunce it, beginning March 4. 

Regraded Unclassified



Bell: 

Eccles : 

H.M. Jr: 

Bell: 

Eccles : 

H.!.!.Jr: 

Eccl es : 

Sinclair: 

312 

- 32-

!oclq h llaroh -

'1'he7 will suraiae there will be no new 
financing, and we don't need to Sfo1 &111tl.'­
about it. -

Well, we can simpJ.¥ sa1 we are going to 
start on the 4th of March a series of an 
extra hundred million a week. 

March 5 is the first Wednesa., . 

Don't JOU feel,though, ape~ of this 
market being ott tour pointe, Ihat it i s a 
good thing t o have - to filwlce in a arket 
which had that adjustment when ;rou han got -
otherwise, if fOU had financed on the basis 
of JOur hi !!beat uarket , then the pro bl8111 
al~a is £o be able to sustain that market 
OVer a rriod of time, because JOU have got 
a lot o financ~ during the next '1ear and 
the next Jear; ana it seams to me that fOU 
are a lot better ott f inancing this market 
and fOU have got leas chance of rtmning 
into discount securities that JOU put out 
than it JOU were doing JCUl' financing at 
the ney highest market. The probla of 
sustaining that market - -

Listen, don't push ae, because then I have 
got to go back and Sfo1 something about JOUl' 
statement •. (Laughter.) 

That statement is onlJ part of it. Per­
sonAll.¥, I think this market ia a sounder 
market to finance ln. 

Ur. Secretaey, I was glad that T?ur chair 
could move while JOU were lieten1ng. 
(Laughter. ) 
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- FOII11il.l.hc to lldp it? 

lilt to the net ot th•. !heM other 
~-" 1D it. 

31.3 

Well, thq are all laughl!c, eo I th1nlt em -
7011 r.:n JOUPIIlt &ftJ. You were a little 
too ••e at that IIOMDt. Now, what 11 the 
ne:rt one? 

W.ll, it h juet a question ot the hJ'III. 
It JOU want to dlecuee the ter.a. 

!~~{a aDd I woulc1 lib to rahe thh. I 
lib to arpe a little bit about it 

n an going to do the retuDalu, the proe 
aDd cone of offering tha one piece of 
•rohendlee or two IDI1 let thelia talce their 
choice. 

It ftl our Tin that we would offer tha 
one, that 1t would be an eaailr Job to tPJ 
to price to1 that it would oa.e In the 
62-M •turit.r tor a two and &ll&l"ter, 
that that would be • wouldn It 1'1 th• 
quite u Ech, ot oourn, ae 50-62. 

s- ot the bo{' thoupt to be abaoluteq 
Ale n ought o gin thea a tull UOUDt ot 
the dlttenntial '&etn81l the taxable &Dc1 the 
DCD-tuablt. !he •Jorit, of ue, I thillk, 
fill that that h no£ DeOIII&rJ, to rln 
thea the tn11 UOUDt of the ditferenlial, 
and llptOlalJ7 1f JOU put out • get DO DIW 
IIOUJ' ind jult do a rel'uDdiDg, and that 
would brJ.ng it in the 62-54, one inue. 
That waa tlie •jorlt, opinion. 

Well, now, let' s juat take a look at - take 
a look at the other. 
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How would 10U do it it TOU were going 
to otter thea two pieoee? 

Pieer? 

Well1 I think in that· cue I would be 
inoltned to issue the intermediate bond 
and tack on a note, a five-year note; but 
I don't think that would be u desirable u 
~uet . the intermediate bond, because I don't 
hink you would 2et man, subscriptions into 

the note. I donlt think I would include a 
long-term bond, because I question whethar 
the market would take it ney readiq at 
the present tiae . 

Well, they 11111' take it, but it would be so 
difficult to price it properq. 

Yu. 

Well, that two and a quarter field is an 
awtulq congested field. 

52-M? 

ier.r oougeeted. I don't have to look. 

We han no oall date in 1952. 

lot blat what are the things which would •tv• in there? 

!here ia a billion 627 cftllable June 15, 

31.4 

151. Seven hundred !i!tT-!ive million in 
S.ptellber, a billion ll8 million in Dectllll­
ber, ' 51. Those could all be awitohed over 
and called on &nT interest date eubsequentq, 
which might be a good thing, too. 

Give me the maturity dates. 
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Bell: 

Rouse : 

H.LLJr: 

Rouse: 

Rouse: 

H.Jl.Jr: 

Bell: 

Rouse: 

H.Jl.Jr: 

Eccles: 

H.U.Jr: 

lleaa: 

- ss-

lothhg 1n • 52. 

lo\11" hwl41'ed nlnet7-011e ll1lli011 ot thl'ee 
u4 Ill eighth due ln Deolllber, ' 52. 

Ia that all? 

!here ia a billion 186 ot two and a ball 
due 1n Septeaber, ' 52. 

!hat 1a right. 

!her are the ~ two iuuu. 

ADd what 1a ' 53? 
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!hoae two and a halt ' s are oallable 1n '49. 

In ' 53 7011 han a billion 786 1n Decellber ot 
two ud a halt ' a. You haTe a billion 118, 
two and a quarters due in December '53, and 
JOU haTe 725 billion• ot two•a, cailable 1n 
'53. 

The Federal Reaern cr owd all lean toward 
one piece ot .. rcb•ndiae? 

In. It JDU don't, JOU go either into the 
note or a long band and either one ot thea 
looka UDdeairable a{ the present t~ until 
after the pricing - until after 7011 dete~ 
what the dltterential would be. 

Do 1011 tellOifs want to argue, make a atate­
IMnt? 
No instead ot arguing, I would like to sa, 
thla, that we are inclined to think that W&f 
too, Mr. Secreta17, tor practical~ the -
reaaone, that when you han two laeuu, the 
theo17 was that rou han 10111e aatet, on it. 
I doubt it i~ would add &llJ aatet, at this 

Regraded Unclassified



• . . 

Bell: 

J.iJ.rphJ: 

B.II:.Jr: 

Eccles : 

B.ll.Jr: 

Sinclair: 

H.Y.Jr : 

-86-

tt.et • parti icularlJ_puttlng a five-Tear 
no e on t. I would be lnollned to 
one bru. Bow do rou feel about 1tf 
I aa inclined etronglJ for one iaeue, 
If rou bad an additional lseue, lt sesma 
to me it would have to be quite Short, 
perhaps two rears, and I don 1 t see IID1 
need for that; but I don't think it would 
give 70u the eafet,r factor that rou want 
Unless it waa lhortened up that .uoh. 
Five rears looks like awtullr sterile 
territo17 to me. 
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You would shorten it two or three reara? 

r... We foUDd that lhortenl~ it frOJa 
tin to three and a halt dldn t pron n17 
tfftotin. I think fOU would han to take 
a big reef in lt lf rou wanted to get &01 
plaot and make it a eafet,r valve, and I 
don't think rou han to do that. 

lbat I would like to do 11 thh, 1f it 11 
acreeable to rou people. Bell and I are 
atelng a lot of people in the next couple 
ot dai•· Would rou (loolee) be free aroUDd 
11:00 Frida.T? I mean and SCIM of 7ou 
gentl-n, to oome baok onr at 11:00 
Fridq? 

ot courae illan is going back to Jew York. 

I ae~t the Board people. 

I han 1111 Board meeting Fridq. I am 
perfeotlJ willing to be here, but I think 
I can oheok with rou on the phone if I have 
4n1 different point of view. 

I meant the membere who are here, and I 
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Eccles: 

H.ll.Jr: 

Eccles: 

H.ll.Jr: 

Eccles : 

H.U.Jr: 

RAnsom: 

H.II.Jr : 

Eccles : 

Plser: 

H.Y. Jr : 

Bell : 

- 37 -

wondered it it waa agreeable it fOU would 
eend out telegraae to the preaidenta, or 
whateTer TOU oall them now, o! the tweln 
banka and aq that I would like to talk 
to th111 llonda.Y between ten and twelTe 
their time . l would like to call the~ 
direot and get their direot reaction, 

On the telephone? 

But fOU could telegraph thea. Ia that 
all right? 

We will do that. 

Between ten and tweln their tille , i! 7ou 
would aq that I would be calling them 
direct and aaking thea --

They were all here 7eaterdq. 

Well , I didD' t aee &aJ o! th~ 

There are a f ew of thea here todq. 

Ia that all riiht with 7ou, it fOU would 
aend thea the !elegru? 

Tea. 

'rhat is between ten and tweln their time 
on Fridq? 

On Jlondq. And then we will uet again? 

I would like to raise this question. In 
view of the fact t hat you hAve made Y?ur 
deoiaion to raise your new money on b1lls, 
you don 1 t have to do this refunding next. 
week but you would like to get it out? 
Ther~ would be nothing in that first ten 
dqs of liarch. 
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H.V.Jr: 

Eoclea: 

H.J.I.Jr: 

Bell : 

Sproul: 

Eccles: 

Bell: 

H.M. Jr: 

Bell: 

H.li.Jr : 

Sinclair: 

H.V.Jr: 

31.8 

-38-

I 110Uld lib to do 1 t Te17 --.. 

w 1011 oo11lcl ao t1e ... -.q • tU 15th 
You 11V11ld let the qu11t1oa of •• ..., ride 
al011g atil the lltuatlon looked --

Well, it the thing straightened out, I 
woula go ahead two weeka later and do it, 

Yea, TOU C&D alford then to take a chance, 

I think the deciaing factor ia, it 70u want 
to get a test ot the •rklt, TOU ought to 
do thla aa ao011 aa poaaible and then nit 
atil TOll think 7ou han had that teat before 
TOll do &JJTthing else, 

t'he sooner it h dona, the ao011er hia arbt 
ia going to 1tabili1e, 

We ooula do it Wedneedq or Thursday of next 
t=!~f ill which cue we ought to - the ra-

ng. 

I W&Dt to do 1t 011 the 5th, '1\\eadq. 

Dou that •an we •end it out Mondq ennillg 
to open up 'l'ueedq 1110rning? · 

!11. The war new• 1111' t going to get 8111 
better, llul, 

I thinlc that 11 an important taotor. 

'lbat I thought we could do was thh . I will 
aee these gentlemen at ll:OO Fridq. I will 
talk to these people li:lndq morning, and then 
I am going to ask them if thaT will be kind 
enough to com11 baok at 2:30 again li:lndq 
a.tternoon, and we will ait down and make up 
our minds than. Row 1e thAt? 
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Eccles: 

B.Ji. Jr: 

Eccles: 

H.ll. Jr: 

Eccles: 

R&naom: 

Eccles: 

H.loi.Jr: 

Piser: 

H.!.!.Jr : 

· . Piser: 

H.Ji.Jr: 

Piser : 

H.M.Jr: 

Bell: 

-39-

'1'ha t 1a tine • 

'l'lro-thiJOt7 OZl bdq. 

Do 7ou want ua here on hidq? 
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Fri~ at 11:00 and llondar at 2:SO, if that 
isn't asking too much. 

lll right. Is that all right with ;you 
people, do ;you haTe an;r other plana? 

I am not on the KxecutiTe Committee except 
for the fact --

Oh, he is on for Cheater DaTia. Chester na 
up on the Hill. O.K. 

2:00 llondq. That gina ua two liiOre chances 
to check, and I will be talking to the presi­
dents of your banlca Monday liiOrning between 
ten and tweln their tl.me. 

Mr. Secretary, could I ask a question? 

Pl.eaae. 

In connection with our announceunt on billa, 
that announcement will be aade this after­
noon, will it, or --

Bo, I haTe a re~ press conference on 
'l'huradq 110rning. I would aake it t01101'1'0W 
aorn1ng. 

And at that tiu are fOU intending to announce 
that there will be no cash in this current 
financing? 

In the first one, yea. 

OnlT refunding next we~k? 
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!(.!.!. Jr: 

Bell : 

H. ld. Jr: 

Rouse: 

H.1!.Jr: 

Eccles : 

E. loi. Jr: 

Eccles : 

H. A!.Jr: 

Bell: 
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Yes . 

And you will also announce that you are 
going to raise some additional cash by 
bills beginning March 5th. 

Yes, 

May I suggest two things that I think would 
help the market , if you can say them, it 
would clarify the si tuation a good deal i f 
you could say that as far as savings bonds 
are a direct attraction to savings funds, they 
would have a limitation on them. There has 
been a good deal of feelin& among the savings 
banks and insurance companies that sonething 
would be tailored to their specific needs 
which would be available to them in substantial 
amounts and at preferred prices, and that is 
the sense that has gotten around. 

I am going to ask Bell, if he hasn 't already 
done i t , in strictest confidence to give you 
people our first draft of what we have in 
mind on these savings bonds, and then if you 
people would look it over and get us sooe answer 
back by Fr iday, we could discuss it . 

You might discuss the savi.ngs feature , too. 

Yes. 

That is the change in the Baby Bond and in 
addition the two others . 

Yes . 

The Board has that memorandum and Bob Rouse 
knows the details . 
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H.U.Jr: 

Eccles: 

H. JJ.Jr: 

Eccles: 

Rouse: 

H.M.Jr: 

Sillolabl 

Rouse : 

Bell: 

Rouse: 

H.ll.Jr: 

Rouse: 

H.!.i.Jr: 

- 41-

Then we could discuss that again on 
Frid~. 

We haven ' t discussed it . 

Would you between now and Friday?. 

Yes, we will, 

A second thing would be it you could take 
the market into your confidence a little bit 
with respect to your term program, that is 
that this refunding and your bills pretty ' 
well get you over your hump, at least for a 
couple of months, as far as direct financing 
is concerned. 

Well, does it , Dan? 

You are thinking of more cash? 

321 

Yea, it does , The only thing then on this 
program would be your April financing, as far 
as guaranteed& are concerned. 

It would be if you carried it on far enough. 
• 

Just over the near term picture . 

It 1-~ Rouse, before you go backi will sit 
down with Bell and fix me up a ittle sheet 
ot paper that I can have tomorrow morning 
before 10:30, I will look over it and say 
just as much of it as I can. How is that? 

That is fine . 

If you will sit down with Bell and just as 
much as you think would help the market, 
I will try to say all of it if I can. 

' 
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Rouse : 

B.J.I. Jr: 

Rouse ; 

Bell: 

B.ll.Jr: 

Bell; · 

H.ll. Jr : 

Bell: 

H.I.I.Jr : 

Sinclair : 

Seymczak: 

Bell: 

Eccles : 

H.!!.Jr : 

- 42-

The last thing I wanted to aa, --

But give ~11 something for 11e t<110rrcnr morn.iug . 

Yea, sir . That a two and a quarter per 
oent coupon carries you only up to where 
the commercial banks will still come in 
to financing, and it carries you f ar enough 
to bring in savings banks and insurance 
companies. It ia the broadest - it reaches 
the broad.est market of aQT aet -up that we 
can visualize now. 

We save a million dollars on interest, 

How? 

Well, we refund three and three-eighths 
per cent bonds and one and ahalf Per cent 
not es put on it at two and a quarter, so 
on the operation we save about a hundred 
thousand . 

J. year? 

It pays for your and 11f salaries. 

Just about . 

J.nd traveling expenses. 

Didn't think you were taking &Q1 salary. 

We are not dollar-a-year men. 

You hope . 

Treasury is one of the few places in Washing­
ton where we pay salaries. I didn' t !tay !' 
pay what they are worth, but we pay s ar~es . 
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Eccles : 

Ran a om: 

H.ll. Jr: 

--

-u-

W.l!J I tJa1ak that 1a about that i _ m1 thea 
1t •· loeha &114 Jilt. 9pJOOul ooUl.d a~ 
bth1114 a llimate ana lfl'. Bell, we could talk 
wlth ., .. on thh publioitT feature. 

Tea, I would like to aee what 70u had 1D 
aind. 

111,r I aak how long that would tab, because 
we han a ••tiDg following that. 

I would aq tin lliDutea would be plenq 
l ong · 
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H.M.Jr: Bello. 

Februar7 19, 1941 
):)2 p.a. 

Cong. lla)'mon4 .· 
McKeough: Mr. BeoretarJ. 

R.M.Jr: 

llciC: 

H.M.Jr: 

Mol: 

H.M.Jr: 

Mol:: 

R.M.Jr : 

Mol: 

H. M. Jr: 

llo!C: 

R.II.Jr: 

Talking. 

Thank JOU at leaat tor )'our proapt replJ. 
I .. naturel17 terribl7 41aappoint•d. 

Well, I'• eorrJ. I gave it a great deal ot 
Uae. 

I lulow JOU 41d. 

And I Juet don't eee how I can i nterfere with 
the Departaent ot Juet1oe without bringing 
their wrath down on •• and lt 11 aoaethlng 
I've neYer done ln eight )'eare. 

Well, I can thoroush17 eenee 7our dellcao7 ot 
poeltlon and I want JOU to know, even tbougb 
1'• terriblJ dieturbed and upaet ae a reault 
ot JOur tin41ng, that I'a gratetul to 70u tor 
at leaat giving ae the opportunit7 to preeent 
aa poorl7 ae I did the intereat that I have 
in the oa11. 

Well, Jou'•e been aoat tair"fnd I'• onlJ IOri'J 
but • • • • • · 

I know 70u are and I oan appreciate 7our 
poai t1on and I regret ve1'7 auch that Juat1ce 
ie eo a~t about 1 t and &7 onl7 thought 
waa that unott1c1all~ 1t 70u could aee 70ur 
wa7 clear to do it, it 70u could aak Mr. Jackeon 
it he'd perait •• to aee hla and again 41aouaa 
it with b1a - or oould JOU do that? 

I don ' t see how I oould, but I don't aee how 
he could retuee to Ul )'OU. 

Well, he hae. 

Well, then I'm vel')' eoi'I'J. 
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Mol:: 

H.K.Jr: 

Mol : 

H. M.Jr : 

Mel : 

R.K.Jr: 

KoX: 

B.K.Jr: 

Mol : 

- 2 -

lo won't ooo ... 

I'• awtul.l7 oorl')'. 

I know JOU are an4 qa1n tbanlt :rou •1noerel:r 
All4 l bope Ulat UJ'bo on tht nut ooo .. 1on 
Ula' l oott JOur 1ntoa-.ont1on :rou oan ••• 
JOV •1 oloor to help ao. 

WoU, I'll a1wa:r• tl')' to 4o tho bon I oan. 

You ooul4n' t 4o an:rthlnc 1118 and b• vbo :rou 
are. 

'ftlallk JOU to lmob. 

'ftlallk rou, llr. Beoretarr. 

All r1ght . 

Ooo4-'b;ro. 
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KoK: 

R.M.Jr : 

McK: 

H. M.Jr: 

Mol : 

R.K.Jr: 

Kelt: 

H.M.Jr: 

MoK: 

- 2 -

Be von' t eee me . 

I ' m awtully aorr,. 

I knov you are and again tn.nk you aincerely 
and I hope t hat maybe on the next ccoaeion 
that I eeak your intervention you oan aea 
your vay olear to help me. 

Well, I'll alvo,ya t ry to do the beet I can. 

You couldn' t do anything elee and be vho you 
are. 

Thank you eo much. 

Thank you, Kr. SecrHar,. 

All right. 

Good-bye. 

·. 
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H.M.Jr: 

Art hur 
Purv18: 

H.M.Jr: 

P: 

R.M.Jr: 

P: 

H. M. Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr : 

P: 

H.IL J r: 

P: 

H.I!.Jr: 

Artburt 

Yea, Henry. 

February 19, 1941 
): ~l p.m. 

I Juat epoke to the Preaident and I told hill 
about thia - that you were anxioue to ehow 
th1e to Ch1et ot Stat! and Ohter or NaTal 
Opera tiona. 

Yea. 

He aaid it vas all right proTided you didn ' t 
leaTe t he copy V1 t h theaa. 

Oh, quite. 

To ahow it to th~• but no t to l ea•e it with 
them. 

Parmiaaion to ehow, yea. 

But not to leave. 

All right. That' a tina. I' ll be guided 
accordingly. Henry, I auppoae it wouldn't 
by any o~ce be con•enient t or me t o juet 
bring in Sir CliTe to be introduced to you 
later tble atternoon attar t he Supply Counoil 
Meeting or would it be better next week? 

I think you ought to wax your akia at ter the 
Supply Council Meeting. 

(Laugha ) . All right. Well, we'll make it 
next week then. I want t o brin.g h1a across. 

How are your skte? Do they need waxing? 

No, they're all ' ready to put right on when I 
get there. 

(Laughe). All right. 

(Laughs). I'm going to do it too, I think. 

Well, you gave 11e you.r vord. 
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P: 

H.M.Jrt 

P: 

H. M.Jr t 

P: 

- 2 -

I••· I'• boote4. (La~~P• > · n .. ean\17 boote4. 

An4 I woa't 10014 1t 7011 4on' t ooae ~ot 
un1:11 V14nelta7 1ae, .. 4 ot Tu11417. 

!Lauch•) . tw'r• n1'7 soo4. 

All 1'1Ch1:. 

All 1'1Sh1:, 1004-b)'l . 
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UNITED STATES SDIATE 

Commit t ee on Finanoe 

February 17, 1941. 

The Honorable 
Henry Morgenthau, Jr. 

Secretary of the Treaaur y 

My dear Mr. Secretary: 

I am anxious to obtain, at the earliest 
poaei ble date, information regarding the present 
statue or the advancea to China and Argentina from 
the Stab1li~ation Fund. 

I am part i cularly enxlous to knew the 
amounta which have been ndvenoed to these two 
oountriea to date, and, if poae1ble, when the 
balanoea due are ~1kely to be called for. 

Sincerely yours, 

/ s/ Robert A. Tart 

330 

Regraded Unclassified



331 

fe'b!'UU7 18, lMl 
Jllrle Coohra 

Seoretarr Morgenthau 

Pleaae the !lrat thing thh aornlng get 111 touch 
with JfJ>. G1!!ord and uk h1a toJhe {ou the ezaot UOIDlt 
aJid the deeor1pt101l of all Unit Sta " GonPDMnt 'bollda 
that he baa tor 1ale, and jut aa aoon aa 70U get thh 
Worut10D, ghe a Oopf ot it to Dan Bell and one t o •· 
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( TREASURY DEPARTMENT 

INTER OFFICI: COMMUNICATION 

B. Merlo CocluMao 

JJ'tor U.. otatf - •tlDC tll.l a IOOI'IliDc I \oll)>hool4 Mr. Glrford lo 
Bn Tori<, '!be la\\er a\a\a4 that \U 1Dfo,..Uoo raq>Wat14 br 
Socroterr Morgentbn ~4 bo a•ailable a\ 11:30. Oooooqv..,u1 , 
1 \o1ephooo4 hi• beck a \ tll.lo hour aod obtaioe4 t.bo followioc 
H •ls&Uoo of 1JDHI4 S\ atoe Gonroaeo\ aacurl\ho which ara oow 
.. ote4 ao4 1D tha h&D4e of Mr. Gifford 1D Jn Tort:, .. ailabh f or 
ulo, H tbould be DOt14, bo•ner, that tho ao oacurlu .. 1.D41ea\14 
'117 an aatariak are \ o be he14 f or aalo to a '8r1 Uoh i.DourOIDeo trua\ 
twld which 1a beiDC oatalll1ahe4 1D this COUDtrr. Mr. Gifford 1a 
IIDcliDC bJ air Jaa11 tll.la aftoroooo a 1o\\or Ciwill« tha abo•• 1Dto ... 
aaUoD, \o&e\Ur '0'1 \II 4a\a CODCirDiDC 1JD1 to4 Stet .. 0oYI,...Dt 
ueurl\leo which l>eYo ......, rapatorad bJ \he JrHhh athorHha 
'but which ara DOt ,.t 1D tll.la eow~trr ed na11ablo for aol o. 

T[!uptt Be4a 

3 1/.4~ 1941 
3 1 Z.tf• 1943-46 
3 3/af.. 1~? 
3 1 /'-f, 1944o-46 

·~ 1944o-M 2 1/ :$. 19411 
2 3/4~ 1945-4? 
3 3/U 1946-M 
3~ 1946-48 
3 1/11/. 1~9 
~ 194? 
4 1/4f>_ 194?-62 
2 3/4f, 19411-111 
2 1/~ 1948 
2 1/~ 19411-113 
2 1/~ 19eo-62 
2 3/4f, 1951 .. !14 
~ 1951-65 
2 ? 181- 1955-60 
2 a/4f, 195&-59 
2 3/11{. 1958-63 
2 3/4~ 1960-65 

4l!m! 
• 2,3)0 

17 ,91!0 
1,291, 000 • 

46,1!00 • 
75,700 

5 , 1!00 
1!02,3)0 • 

1 ,900 
127,1!00 
17,3150 
16 , 1!00 • 
:53,1!00 

eoo 
3lO 

340,1!00 • 
9 ,81!0 

2150, 3lO • 
1,100 

581, 2!50 • 
187,600 • 
17, 900 

7 , 4!5() 
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TREASURY DEPARTMENT 

INTO Ol'l"'C& COMMUNICATION 

DATa 

Utar 1--s.q Uoo Secre\a.r7' • ott lea I cot 1a tOlLCb with llr. GUfori'• ottioe 
~ ead we 1aforM4 \bat U.O total of 17alta4 Stataa Gonr-Dt aaC11rlt1aa aoll 117 
rr. Gifford oa.t of tbe $17 , Eioo, OOO t~ ., .. ta4 1a !IUJ1UZ7 -tad to $7,700,000 
•• of J'e'bnaJT 19. !hiJI lafomatloa -• «inA 'b:r llr. Gifford'• aaabtaat, I \haa 
opoke vitb. llr. Gifford ad tol4 h1a tbet \he Seorlt&JT would opprtciata hla cooperatioa 

( .l ht r&fraiaad aatiral;r froa otfariac oa lloa4q, !ua4q, Va4aaa4q aad !bllra4q ot 
un veelt aa:r ot hla 17altM. Stataa <lonraMat aaoa.rltiaa. It llr. Gifford tal\ tbat 
ho .. adad to realise oa all or aa:r part ot tb.a $3,548,000 ot Reb. aacorltlaa aov oa 
llaa4, tho traat'IIJT wollld 'ba cla4 to pron4a a P!U'cb.aaar iatttdlat•l:r tb.arafor. 11r. 
Gltford proalttd tb.a 4al1rad cooperatloa 11114 aa14 b.a would lat M b.aar toaorrow 1f b.a 
4tt!ro4 to acoept tb.a Sacrat&JT' 1 ottar of a cutoMr. llr. Gifford lot M lmDw, boo'"tr , ' 
u b.l b.a4 aarl:r 1a tb.a 4q, that be he4 v1 thla tb.a paot weak be .. offariac ..U -'" 
of Go.,.r-at oooo.r1Uaa priacipall:r to aep ap hlo 4a1l:r total• Glr1llc a UM wba 
olocltt vera falliac. · 

.U llsll5 thla eftalac llr. llaaa '*" M a ... _... froa tb.a Sacr4t&JT. I s.--
41a\tl7 talepllouf. llr. Giffori aad aaad h1a 1f be CII'Al.d ci" u u 14M aa to hit plaaa 
for tb.l firat ffiiV 4qa of aut welt. Be rtpl1a4 tb&t hla plaaa -aaar11:r 4ap1Mad 
10p0a the ..-at. Be waa q:oaiclt to aU., ~r, tb.at be wollld k b.app:r to -~ ar 
na-•Uoaa llhlcb. we he4 to .-.. Be r..U6ad M that th- had bela a •taa4 uA 
ropl4 talliac laat walt utU J'r14q. Stoca had reco..-ra4 aoM oa SaturAe;r u4 MoaAe;r, 
nl ware ott aca1a toclq. !bltrlfora, tb.ara 1t lltUa clt.Mca of dlotrl'blltiac azq 
t.porhat ottariaca. Be lat M aow tb.at b.a had _.tdla. to4e;r 1a coa-tillc • 
nl7 epactal tr~aaactioa wbara'117 21 000 aharoa of 11D1 tad Corporatioa Prlfarrtd vera 
tol4 to Svptr Povn. ira add thla ;ort of a 4aal could occ .. ioull:r be M4a whtll tlt.a 
tarlttt h aot faTOrabla, but that .. cona..,. dbtrilro.tora bnitatt to 111l41rt&D &117 
lrlllaaotlo~to of illport...ca whtD. ll1lCh a paalialaUc toaa prnaila aa at preoant. Aa 
lo tba of!lclal aarat Gifford aa14 that he did aot 4ao1ra to pu.t 1a azq tala or4ara 
vldcb. would 4apreao ~~ aarat hrtb.ar ConoeC[UIItl:r b.a wUl not te.lto \he 1a1 tiaU" 
hXt ... It ill ' hlttiac tha UIZ'tet•. 'CUll; •• tbl !'rt1Rf7 pr••••• h1l to aep up hi a tal•• · 
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T , J , C ARLYL..H OJYYORJ) 
TC:I.c:-ooo• HA• OV•tt a · ao4e0 

b"?C.Jii . !O" ··~· 
N EW 'rOAM. 

19th February 1941 . 

Deer Mr, Cochran , 

As a r ranged I enclose a statement showin~ the 

position in the United States Covernment Bonds under my control. 

In this sta tement the column "Total Registered" 

shows the amount which has been registered by holders with the 

Bank o r England as being subject to requisition end represents 

( therefore the total amount whioh should ultimately come i nto my 

bends under t he Vesti ng order . The difference between t his 

figure and th~ combined totals or bonds sold and bonds ready tor 

sale is represented by holdings in trenait or i n course or 

transfer into sniable form. Some part or this difference may 

not material ise owing to possible erroneous registr ations, but 

thi s amount should be small. It is not possible to estimate 

when or a t whet rate the balance will be available tor sele, 

this being subject to ell the difficulties or communication 

imposed by the war. 

As I explained to you this morni ng, a number 

ot holdings have been earmarked tor sale to Br itish Insurenoe 

Trust Funds in this country. I have alr eady sol d bonds or a 

nominal amount or ~5,000. in this wey_and a balance or in ell 

appr oximately $3,400 , 000 . r emains to be ao transferred. This 

is bei ng delayed by the r e ilure o r the emounts so tar received 

i n t he issues concerned to oo~e up to t he required totele . 
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Contirming t he intormation given you by my 

assistant this morning the United States Government Bonde 

i ncluded in the Vesting order and noted in the acbompanying 

statement represent all signiticant Britioh holdings ot tbis kind. 

I hope this gives you all the intormat i on you 

r equire , 

H, Merle Cochran , E3q., 
U. s . Treasury Department, 
Washington, D. c . 
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19th J'ebr~».ey 1941. 

UNITED S'l'ATBS GOVDnaNT BONDS 

Total Rea4:r Total BOld tor Security Redate:t'ad to date a ala 
U.S. Treasury Bond a 3 1/4~ 

1941 - 120,1100 ~5,1100 $2, 200 
" " " 3 1/4~ 

1943/45 859,1511 670,000 17 ,950 
" " " 3 3/8'{. 

1943/47 6,685,000 4,760,000 l,!lll ,OOO• 
" .. .. 3 1/4'/o 

194-4/46 234 '950 45, 500• 
" " " 4~ 

11144/54 7115,900 411,000 711, 700 
" " .. a 1/~ 

19415 33, 650 5,000 5 , 500 .. " " a :J/4~ 
1945/47 815 ,550 5o2,.eoo• .. " .. 3 3/4% 
11146/56 44,300 11,000 1 , 1100 .. " .. 3% 
1946/48 230,100 62,000 127, tl00 

" .. " 3 1/a'{. 
1946/49 36,850 10,000 17,350 

" .. .. 2~ 
194'1 762,1150 - 16, 500• 

" " .. 4 1/ d 
11147/ 52 7118 ,400 426, 000 33, 600 

• .. .. 2 3/4'/. 
11148/ 51 33,500 500 

" .. .. 2 l / 2if, 
1948 122 ,200 84, 000 100 

" .. .. 3 1/8~ 
19411/ 52 63 ,400 54,000 

' " .. .. 2 1/ 1$1 
111411/53 511!1,550 - 340, 8oo• 

" .. .. 2 1/2'{. 
11150/52 275 , 650 195, 000 11 , 850 

" .. " 2 3/4% 2!10,200• 11151/54 4!10,200 .. " .. 3'/. 1,100 1951/55 !189 , 500 216 , 000 

" .. .. 2 7 /8'/. 581,250 • 1955/60 1 ' 732, 650 
• " " 2 3/4~ 187 , 500. 1956/59 343 ,450 .. .. " 2 3/4'/. 56, 000 17,900 1958/63 195, 700 .. " " 2 3/4'/. 

7,45~ 1960/ 65 501 ,100 97,000 

Regraded Unclassified



339 
I. 

Total 
Total Read7 

Seouritl 11014 ror Resilltered to date .!!1!... U.B.Treaaur7 .. tea 1 l/4.~ 

• • li/15/U u,ooo 1,000 000 .. l S/4.~ 

• • • ~rl5/4.1 117.700 105,000 
11/15/4.1 177, 000 150, 000 • .. " l l/8~ 

.. &/15/4.3 17 , 000 8,ooo .. • l l/8~ 

" .. .. i~l5/4.3 188 , 000 1!0,000 

" .. " 
1~15/4.4. !5 , 500 

%1!5/4.4. 25, 800 23 , 000 800 • .. .. 3 ~ 
&/15/4.4. 75,000 73,000 800 Federal Parm Mortgage Corp. 

3~ ot 5/ 15/4.4.-•11 155,500 33,000 &00 Federal Land Bank (Cone. 
Perm Loan) 3 ll•~ 1114.5/55 4.8 , 700 u,ooo 700 

Federal Land Bank (Cone . l 
Perm Loan) 3~ 5/1/4.&-!56 ! 158,600 H,OOO 

Federal Land Ban.k (Cone . 
Perm Loan) 3~ 1/1/4.&-5& ) 

Home Owners Loan Corp. 2 1/4~ 
72!5 "G" 7/1/ 42-4.4 124 ,!57!5 112,000 

Home Owner a Loan Corp. 1 1/2'{. 
")(" 6/l/4!5-4.7 164.,400 • 

,(.- r~ ,z tJ,,~,r z ~~~ ,,() 

* Held tor eale to Briti sh Insurance Trust Funds 

~. /3. J~ ; t, 337, ~Qt) 1,1-f~/ H-0 

' 
? ¥1- trrl JS' I,~ 

IJN. ~ 
trt, 775' It~, ff'd 

~. ~· 
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n .... cet ha toaoh with ... roratn at the 11111ta 
Joua u4 .ab nN that the !'Na14aDt 1lp1 the 
$&5&:'•000•000 a.M Ualt 11111 ltefon he laa-.ea OD 
Prl • It au ,. 1te .ala \attar 1t he o011la alp it toa., 
or ta.oi'I'Oir. neue nport to -· 

' 
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TREASURY DEPARTMENT 

Seore~arr Morsen~hau 

Mr. Tbo11pe0n 

..... 7ebruary 19, 1941. 

Tbe t 6$,ooo, ooo,ooo deb~ luu blll 1e now 1D ~h• Pr .. 1d""~'• hande. Mr. 

Foreter ~elle M that tha l'reelden~ toot 1~ Wl\h hU ~0 hie rooM lut D1pt
0 

end 

tha~ Jua~ u aoca u U 1a al.ped be Will le~ • mow. Be ~·• to keep haot 

or 1t c4 I will t"p &her hh. 
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February 19, 1941. 

YELrORANI>UM FOR THE SECRETARY'S DIARY 

Ur. Tom Childs and Ur. Playfair came to 
Mr. Foley 's office this morni~ and discussed 
with Mr. Foley and llr. Bernste1n the question 
of the possible loan by Morgan's to Courtald 
secured by the Viscose stock. Childs left the 
annexed documents . Mr. Foley stated that Secretary 
Morf:!thau had talked to Arthur Purvis and expressed 
to • the point of view that it would be utterly 
undesirable to handle this matter on any kind of 
a loan basis, and that the securities should be 
sold. Mr. Playfair said that t he current proposal 
was different from the first one that they had 
mentioned last week, which involves an outright 
loan for about a five-year period. The current 
proposal was to make a loan for a short period 
while Courtald was trying to sell the stock, and 
that apparently Purvis had misunderstood the 
Secretary and did not know that the Secretary' s 
remarks were intended to apply to the cUrrent 
pr oposal also. Mr. Foley said that they were very 
definitely intended to so apply, and it would be 
thoroughly unwise in any way to seek to raise money 
through the loan device. Mr. Playfair then assured 
~. Foley that the British would be guided absolutely 
by what we said and would make no effort whatever to 
borrow the money and would go ahead trying to negotiate 
sales . 
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J . P. Kor aan & Co. Inc ., 
23 Wall Str eet, 
New Yor k, lf. Y. 

Dear Sirs: 

l'ebruaey , 1941. 

We, A, an English company, own approximately 95~ of 
t he outstanding capital stock (all of one class) of B an 
American corporation. We have handed to you the bal~ce sheet 
as of December 31, 1940 and earnin&a statements tor the ten 
years ending Deceaber 31, 1940, as prepared by Messrs. Price 
Waterhouse & Co . ' 

Our holdings of the stock or the B corporation are sub­
ject to the overriding r ights of the British Government and our 
information is that these rights may be exercised unless we are 
able to work out some plan whereby the requirements of the Brit­
ish Government as related to us can otherwise be satisfied. We 
believe we can meet the requirements of the British Government 
either through the recapitalization of the B corporation and the 
sale of senior securities thereof in the American market, or 
through an orderly liquidation of our present holding, or in some 
other way, but any such steps would require additional time in 
order to effect them properly. Additional time to consider. such 
plans, we believe, will be allowed, if we put ourselves promptly 
in a position to purchase sterling to the equivalent of X dollars. 
With this in view, we are;· in the- interests of our company and 
i t s stockholders, requesting you to arrange for us a temporary 
loan from yourselves and other banking institutions to be asso­
ciated with you. 

This temporaey loan would be made to the A company in 
t he amount of X dollars upon its unconditional promise to repay 
the same on or before ninety days from the date thereof with in­
terest a t the rate of ~ per annum, such loan to be subject to 
t hree r enewals of ninety days each. It is understood that repay­
ment can be arranged only with the appropriateelicense from the 
British exchange author ities but non-payment for any cause shall, 
of course, constitute a default . This loan wonld be secured by 
the pledge of all of the stock of the B corporation owned by us . 
The note evidencing this loan shall be sati sfactory to you and 
shall contain such provisions as are usually contained in the fora 
of note generally used by banks in the making or collateral loans, 
and in addition shall contain such covenants as may be agreed 
upon, including the following: 
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J, P. •orcan • Co. Inc. 
P'abl'11&17 , 1941. 

(a) Wa aball proceed with raaaonabla dispatch to uaa our 
bast attorta to work out a plan aa outlined on page ona or 
this latter and 1n7 procaeda received rroa &n1 such operation 
will ba applied by us proapt]J to the pa:YMnt or the note a. 

(b) So long as the notes shall remain outstanding, we 
shall cauae tha B corporation to retrain rroa pledging or 
mortgacing &n1 or its property or conducting its busineaa oth­
erwise than in the usual course, unleu the consent thereto 
ot the holders or the notea is tirat obtained, 

Very truly yours, 

' 
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Jncl 1 
wh ,.reot ' ' I V illoorporaW 1llldolr law of u4 dcw1olle4 1a 

IIIC].AIId _.. .U.tut.ial.q all equit;, MCVitiea of .a..1oea 1ao1utr1a1. •bet.!'•tT• 
!lie Brit.l.eh pareat OO'IP"V 8q 'be .....- 1a procJQotJ.oa ot ..., •ter1&1. or ou..R. 
,.pPlie• tor Mle to tbe llrit.l.eh Go ow 1 1t. -... a 1 v 1e one4 liT pri•to I.Dnttore, aDd 1a 110 NDH Olnl4ld liT the Brit1eh Goft~nt. 

l'veDt eo.pe., deairee to borrow u.s. dollen b. u.s. bub. 1.ou 
tOOld 'be •de eola~ Oil bu1e of p&NDt OO'IP"V'• ore41t u4 -ved liT p1.e4ce ot ... uri Uee of .AMr1oaA llllbeid!ar7 Olnl4ld liT .-r-t. 

u.s. dol..lan reo.ind liT p&NDt UDder propoae4 lou WQld ~ niiJaot to Jlrl&lleh ~ len, wbioh liOUl.d require p&reDt to sell IN<Ih 4ollere to Britleh 
Oom'011811t tor atorl1zlc. .looor41zlc~, proap~ attor oollplet1zlc loen, 11r1 Ulh 
~ot wW sell nch u.s. 4ollera to Br1t1eh <lo?enlaent tor atorl1zlc. 

.&Mrioan baDb 1lbo WQld uteDd IIIICh lou liOUl.d l.1b u8UI'aDIM the t 
IIICh loen CODtra-• Deither tbe eo o•11e4 Jollu= .lot ot 19)4 DOl' Seot1on 7 (a) 
of the lleutnlltT ~t ot 1939. 

The JohDeoD .lot would forbid the ll8ldJI& 111 th1a tile u.s. liT eq paraoD ot 11f1 euch lOilll to tha Br1 t ieh GoTe1'111181lt or to eq orp.Disa tioD or uaociat.l.OD .. tine tor or OD hahalt ot tha Britleh Goftl:w.>to 'Peraon' 1a det1ae4 1a tile Jolu>-
1011 !ot to 1Doluda &D iadirtclllal, ~p, corporation, or ueoo1at1on otber 
IliaD a pu.bllo oorporat10D oreatod liT or ~t to epeoial &DtborisatiOD ot I CiooiN811, or • oorporat10D 1a II!Uoh tha ao ....... Dt ot the u. s. hu or IID1'01-
00Ditr.l~lllg iatorMt tbrouch atool< OWDerahip or otharrlaa0 

The lleutnllv .lot liOUl.d forbid eq peraon 111th1a the u.s. to u1<a eq 
loe.D to tha Brit1ah Go.....-nt or to eq peraoD aol;1zlc tor or OD habal.t ot 

llrl.Uolll Go'i~nt. 'PeraoD' 1a det1D84 1a tha lleutnllt;)' .lot to 1Dolllda a 
port...rahip, ~. ueooiat1oD1 or oorporat1oe, u wJ.l u a •tural peraoe. 

1o loan 1a OODto.plaW to tha llritieh Goow-t. Tha loaD 1e Jll"'­
to 'be •de bJ' Uo 80 .ba:DI<e to tha Brit1eh p&reDt OO.Jl&Vo 1be Britieh 

Go .......... nt. 1D DO wq p&rt1Dipetaa 111, DOr 'beooua liable 41reo~ or 1Dd1rao~, 
proposed lO&D. Tha llllldce 1IOUl.4 look aol~ to tbe ore41 t ot tha Br1 t1eh 
·~ u4 to tha oollet.aral to 'be ple4p4 u aecirutT tor tha loaD. 

c0Dl4 1D DO -bold tbe Brit.l.eh Go.....--nt rNpouihla tar, DOl' loolt to 
Britieb Goow,..At tor ra~Dt ot, tile loaD. .ltter tile lou 1e ..-plated, 

the Br1 tiab pareDt OC.Jl&V 110Ul.d1 U &D illdapelldallt truaot10D1 sell tile 4ollere 
obt.ailled UDder tha lou to tha Br1t1ah Got6l,..llt 1D exabaD&e tor poUDda atarliDc. 

tbe collplet.l.on ot IIIICh pu:robaee aDd eela of poUDda eterliDc, tha Britleh 
Gonll'llllent baa 110 tllrther ralet1o1111h1p to tha tra1111act1on. 
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.,. thq colq u..a witll ltt 
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TREASURY DI!PARTMI!NT 

..,..,. Pebr . 19, 1~1 

..... ~ ..... 
Mr. Ha 

I talked with llr. Schram, ot the RFC, about the 
Arltanaee bond refunding deal and hie Tereion oontinaa the 
information wh1oh we bad preT1ouelr reoeiTed troa 
){r. Kull1gt.n, ot the RFC. He et.id that the l a et da7 on 
which bide aa:r b e aubal tted 1a Februarr 27. He pointed 
out that the banlt1.ng group would not be able to eubalt 
a bid on t he t90 a1ll1on portion until the RPC had oo•­
a1tted itael t on the 147 IR1111one which are callable on 
Jul7 1 . He stated that he expected the banlt1ng group 
would be in to aee the RPC aoaetiae bef ore Thur eday tha 
27th, but ao tar t h er han not been in, tha RJ'O hae aade 
no ooamitaent, and no deal haa been worked out as yet. 
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TREASURY DEPARTMENT 

o,.,.. reb. 19 , 19•1 

1801'8~7 rsenthau 
Mr. Baa 

Edito 1&1 o the Wall Street Journal on Savinge 
Banke and the Savinge Bond Progrea. 

The eiU tore of the Wall Street Journal point out 
on the whole OOl'l'eOtl7, rn the attached editorial ~t 
noth1na would be gained b7 eartnaa banlte lending to 
their depoeitore to purobaee Government eecuritiee. Such 
action would aerely force the eartnge banlte to 11qu.idate 
ooae of their ex1et1ng eeourit7 hold1nge, except to the 
exte.nt that the7 were able to draw on their oaeh to 
finance the new loane. .Ae of June 30, 191W, however, 
oaeh of autual eaTinge banke amounted to onl;r 1979 millione, ' 
or 9.2 percent of their total deposita ($10,&31 millione) . 

The eiUtore aleo point out that withdrawals fro• 
eavinge banlte b7 their depoaitore are eimilarly limited 
to the uninveeted oaeb of the eavinga banlte. The 
eaeantial point, the7 maintain, ia that the defenee 
progru ebould be t1nahoed out of renl eevinge which 
are not alread.T invested. It would be of no P.dve.ntage 
to the defenee prograa i t ex1et.ing uouri the vera 
l1qU14aUd an.d the prooeede placed in Government aecuri­
t1ea, tor the eeour1tiee liquidated would have to be 
purohaeed tro• the un1nveeted tunde ot other eavera. 

Tba eiUtorial etatea further that "the eaount of 
eartnge grove from 7ear to year. 1 .Although this is true 
in the -in, little can be expected from •utual eavt,,e 
banlte in th1e rupeot. During the calendar ;rear 19'+V 
their deposita increased b7 onl;r 1137 mill1one or 
1. 3 percent. 

Attachment. 

Regraded Unclassified



-~(A/1t:i~1':,:~ 
I rtmr.-.,..... I' 1 .. tn.&- S'' 
_,.. .C tMir pce4ulll IMP load 

u.- ' 

Saving• mad Defense Bcmils 
Tllat avlap balllal lbould lend 

1 money to their dopooltoro for th'o pur­
poet of buylnr coverDJDent obllratlone 
-&~ propoood by New York State 
Superintendent of ltankinr William 
R. Wht~it Incontrovertible, pro­
vided that the loano ore made from 
rmlti'IHtH bank fUJI~ It it impor­
tant that both oaviDro banko and 
their dopoolton obould dearly ..Uder• 
.toad tho relation of botll to tho JO'O· 
eramentol borrowillc that Ia ahead 
of 110. 

Savinro banlal are .... ntlally 

1 
l••••t.J~N•t coneema. not commercial 
baako. They act oa IDv .. tmeDt tru. 
to" for their depooiton. and thia 
function it their- primary eoneern. 
Tho bulk of their aaaeta · eonalata ot 
ooeuritlaa nd obl~atlona of one kind 
and anoth•, and normally their bold· 
taro of cub conatltute a email pro­

/portion of tho whole. From time to 
time thoro occur periods when do· 
poolton' withdra•ala an aUmufatod 
by nee-it!" real or fancied but, aa 
In tho caoe of life tnaurence compa­
nlea, the amount of oaviDp rrowa 
from year to year, depoolta uued 
•lthdrawala nd llank portfolloo ac­
quire a continually inereuinr content 
of lnveotmeata. 

· For tho purpote of the defenao 
prorram theao IDveatmento are tterlle . .I 
Thoro would lie no advantore to the 
r overnment In an exebanro of thoae 
lnveatmenla for 'rovernment bonds, 
for 1ueh exehance would provide no 
new money -nd• new money la the 
need. So, too, there ia no a~vantaae 
In a oavlnrs bank depoaltor Wltbdraw­
lnr money to buy r ovemments, if bla 
withdrawal foreaa the bnk to llqul· 
date or hypothecate any part of lta1 
portfolio. Tho only fWlda of oaviDp 
banka wbieb aro.aa&w&IIY. avallal>~ 
for llnaneinr den- eonaitt of caato 
awaitin1 inveatment. 
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luperlatoadoat Wltlte NW tllat 
No..-rwtt •Yiaro b&nka at ..,_. 
bold about f600,ooe,ooo o1 iiii5. 
Jlueh of thla can pnaJB&biJ bo -
eldorod available fliP aao by ,._ 
moot, either by dlroct lnvutaoa' er 
by Joana to depooltan f~ that pur-

' Th / ' P-· o preaent aituallon of ~ 
banka In the mittl!r of eaah ' fo well 
known, u are ita e&UML Av.,.re 
IDterut payment to dopoolto'n tor tho 
whole counlly r .. tho .... of mutual 
oavinp banka baa ilrcpped to 1-U,.n 
two poreeaL Kany of th- bOllluo 
have rlroroualy reatridod U..ir ae­
eoptaneo of adilltiC8&1 depoolta\ to 
what they rerard 01 ll'llo • .. ~ 
moaey," owlllr to · Ike• dlllleultr of 
ftndlnr lnveatmenta yiel<linr a reuoD­
able rate of ret11m. 

U •• now aeeau probabla we are 
to have a eomprthenalve appeal to 
prJvate lnveaton tor Dew 10vemment 
money, the aavinre b&Dkt will do well 
to make clear to tluU' depoolton that 
their depoalt balaacoa should not bo 
drawn upon to bay roverameat bonda, 
aod why no~ The oame appllea to 
whatever pubUeitr prorram it to .,. 
adopted on the rovernment aido In 
eonnecUon witlt t!ta uJUnr eampaip. 

• 

Regraded Unclassified



( 

F8brua.z7 19, 1941. 

T01 Secret.JT llorgenthau 

FROLh Kr. ~Y&D 

SUBJECT • Tax conaequencee ot proposed sale of copper 
to lo!etale Reserve Colnpaey by Mines Products 
Corporat ion. 

1!1". C. T. ~ch, Vice President, and llr. R. C. nugescbeid 
Secretary and General l!anager of tbe Kennecott Copper O:>rporation ' 
called tocle;y at tbe office ot tbe Dep!ty Colll:d.esioner of the Inc~ Tt.x 
llni t, to die cuss this mtter. 

It was stated that tbe l~nee Products Corporation, a dol:lllstic 
con>oration, has in the past p!l"Chaaod copper ore 1'roJ:o the Braden Copper 
O:lnp&n,)', a lOOJ' 01med subsidie.ey of the Kennecott Copper Cot!p8t11 in 
Chile, and baa sold that ore in !orei.gn countries , never having Prertoue]J' 
sold in the United States 81'\Y copper ore pure~.aeed !roo: the Braden Copper 
Coopany. The contract under which Ill. nee Products Corporation acquires 
the colnii!Odi ty from the Braden ec,per Company permits the W.nes Products 
Corporation to realize onJ,y an established profit on the resale of that 
comodit:y to other parties. The !'inee Products O>rporation has a certain 
nmount of copper ore in the United States which has been treated here and 
which it '11'118 anticipated would be sold abroad . The l.'etals Reserve ComparQr 
~.as requested the lti.nes Products Corporation to sell this ooiiDOdit:y to 
them. The 1/.ines Products Corporation 1e w1ll.1ne to sell this cCIIIIOdit;r 
to the ~tale Reserve Compaey, pro'f'ided it i e definitely established be­
fore tbe sale , !or tax purposes, that the !.!inee Products Corporation will 
be recognized as tbe owner and the ..... dor ot tbe Comodit:y and t!w.t tbe 
gain realized upon the sale will be considered as i'.&Te all sales in the 
pest to !oreisn countries, that is , sales by tbe mnes Products O>rpor­
ation and not tbe Braden Copper CcmpaJ1y, with the exception of course 
that. the gain troa the sale by tbe Unee Products Ccrpcratim1 will be 
reeoentzed as having been realized within the United States. 

The repreMtativea of the taxpayer take the position tbat 1! 
the sale of tbia copper is made to foreign countries, as bas been done 
in the past 

1 
there will be no question but t hat the Bureau of Internal 

Revenue would recognize the corporate enti t:y of the Mine• Products Cor­
poration and consider that sales were made ond profit realized by it in 
accordance with the tenna of ita contract with the Braden Copper Comp&n' ' • 
They , therefore, take the position 1! this sale 1e now made in the United 
States to an agency of the United States Oolrernment and at. the request 
of the Government, tbey should be given Bseurance by the Bureau of Internal 
Revenue that the sale will be considered as havinc been cede by the l!inee 
Products Corporation and not the Braden Copper Col:lpany. 
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It 1e underetood that the proposed eole iuvolne 20, 000 
ehort tone ot oopper at 10 oente per pound, which 1 t 1e oleo under- , 
etood 18 apprcximateq 2 cente below the present marlcet price. 

A request tor a ruling and oloeing qreement 1n thia 
reepect w1U probably be !'lled by the t&xpqer 1n the next fn 
d&¥8 and prompt aetion will be taken • 

• 
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• 

fbo Soore\ar7 ot S\a\o pre .. a\o hie oo~~pllaen\e \o 

tho Honorable \be 8ooro\ar7 ot \be h'eU\11'7 ud traual\a 

herewith oop1oe ot \o1ograa no, 137 troa \be Aaor1oan 

LepUoa a\ lllaollaroe\, da\14 Pobl'Ual'7 12, ll<ttl, t:NAoa1\\1JIS 

a 4opoo1t'-o• ..ao b7 tho ton~or 111n1otor ot P1DaDoo ana 

Cklnraor ot \be ••t1oDDl Bank ot RuD&IIla oouerD111g a 

ore41t onon404 b7 tho lfat1oDDl Balik ot RuaaD1a to tho 

Baak Pollk1 aad tho re1aUon thereto ot oerU1n gold let\ . 
1D Jlu•nS• b7 the B&Jik Pollk1. '!'be I>opartaent ot S\oto bao 

truoa1\te4 tho \on t o tho Rllaan1an Cbarse d'Attalreo. 

Dlolo•re: 

rroa lhwharen, ao. 137, 
rohrllar7 18, 1941, 
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Srorrtoi'J' ot Stotr, 

Woshington. 

137., twtltth. 

•w• 
BliObllrrat 

35? 

Dotrd PrbPUnrJ' 12, liU 

Rro'd 8 o ••• , 13th. 

Thr Botlonnl Bonk ot R\al'.nlo bel rrqw:strd that tbl: 

Legation telrgrnph ot tbl: bonk ' • rxprnae the tollowlDS 

tr~slotion ot en ottidovit rzccutrd ot the Lrgntion on 

PtbrUoi'J' 10 tor trnnsain1on to tht Rumtminn Chorgt d • 

Atto1rra nnd stctes that thr original document ia being 

torwardtd to ~ by air moil : 

"Tbt undEra1gnrd Kit1ta Conatnntinracu tormer 

lliniatrr ot Pi.nancr and Oo'lunor of the Rational Sonk 

ot R-.ni a drposea bi:Mbf undtr oath 111 follows: 

In thr -.oath ot Octobtr liS9 tiS 111n1ater ot Piaencr 

I bod kllowlrclge on the o111: h t1nd of tbl: toct thot the 

Botional Bcnk ot RUIIIlnin had btcoar n direct creditor of 

the Bonk Polkai tor the cmount of 240163877 lei, 

rtaulting from the repurchnat or 12113585 Polish zloti 

bank notrs issued by thc Bonk Polski nnd on the other hand 

I hcd lr:nowltdgt that the mnnncr of pnyment or this credit 

ot the Hctiont-1 B~.nk of Rumnnir offered by the Polish 

Government through r letter of the Polish Ambnssndor 1n 

Bucher cat 
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- 2- 1/137, P'E brutll' 1 12 , from Buche rESt , 

BucharEst numbEr 21/R 2 ot SEptrabEr 11, 1939 , hnd 

broome i nopEr a tivE t~ough thE oooupntion by another 

atott of thE wholE Poli ab ttrri torJI 

Both oa lllnlstcr of P'in.onoc ond os GoVErnor of thE 

Netionol Bonk or Rumani a I was ower£ of thr fact tbct 

from ita stock of gold thE Bank Polski hod lEft 1n 

Rumania a quanti ty or 2737.100 kg , fin£ gold in dEposit ot 

thE Not i onc.l Bonk of Rumnnin . 

I dEclnrE formally thnt both the GovErnment nnd 

thE Botioncl Bonk of Rumnnia ~vc understood from the 

brginning that by making thE rbovt-mEntiontd deposit 

thE Nationa l Bunk of Rumrnir: would httvr r. saftr guarantt£ 

for thE rrdrmption of its orrdits grantEd to thE Bnnk 

Polski. 

ThE functioning of thE guarantEE for this dEposit 

wr s not tatnblish£d by formal dttds inasmuch as it wcs 

thought by t hE GovErnmEnt end thE Notional Br.nk of RUIIIMi a 

t hc t tht prohibitions Estr.blisbEd by tht l n• for thE 

circulati on of prrcious mEtals prrventEd thE N"tionol 

Bronk of Ruman!~ from any possibility of trnnsfrr or 

tronsportc tion of the gold dEpositEd wi thout authorization 

givEn r s n manda tory of tht sta tE on which occnsion it moy 

valido.tt any lEgr:l right . 
In 
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- 3- Nl37, FEbrunry 12 , from BucharEst. 

In view of which I nm s igning undEr oath thE prEsEnt 

deposition madE this tenth day of Fcbrunry 1941 ~t thE 

Lega tion of the Uni ted States or America 1n BuehorEet 

before the Am£r1can Consul. SignEd M. ConstantinEscu". 

GUNTHER 
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Coma oollliMIIU.:II 

J'I!Wptt. lllaT.I Mil 
or awn. 
coau.rw, 

!0 

1', a, Bo•U 
hl&via, 1'11pal&na. all& 

fulll7 
(Ooplu to MeaU'a, IPrcrc&l, ~. lllUaaa, lool .. (lultor4), 11a1eoa (O..Oa),) 

.bailable data oa tho 1014 &114 4ollar rucnaroee ot Jul4:arta, 'fllcoelaYSa, 

&114 !urb7 1D41oate thai, llbo'c&ld tp recent turn ot Oftllh l1l the Jell!ane 

lead n ... tlaallT to the 0trees1Jac1 ot tho .U.r10NI accoute ot uq ot the .. 

couiriu, oJllT 'fqoelaYSa wo'c&l4 be eerionaiT attech4, Oa lllce.ber }1, U.. 

reported cold ro .. n-ea ot thai oouir)' -ute4 to $11. 7 .U.Uon. ot *icll 

$61.6 ld.llion. or 75 por cent, ae Mld u4a' -..It at t.hia 'balllt, In . 

acl.41UOD, the lailoll&l laU ot Tllcoel&Tia lleld $5 all lloa oa depoalt at t.hie 

ba1llt Oil thl - date ud $6 ld.lUOil l1l 'belalloee b to 'fllcool&Ti& ,.,.e 

mtJ.ntal1la4 l1l tu .rat, YucoelaT loiiC ,...., lDTeetMnh l1l thb coutr)' 

are OW ot UClicible proporUou, tho DoporiMnt of 0-oo UiiaUIIC 

thu e hol41J&C at ow $1,2 ld.llioa, ae of tho ollll. ot 1939, $o.9 .U.Uoa fit 

ap- to \o .UJoot to aa .U.ri- lf .... aiJ&C1 order, "-r1oa1o t~ial 

atalal la 'fqoel&Tia, oa U.. otbllr llud, -na to otal7 a'bo!P.l $lie ld.lllon, 

molt ot *icll repro-h llol41J&C• ot coni"IIIMllt or""'-~"' 

<Iollar boada, 

1'w'b7 &leo bolda -17 $90 ld.llion ill cold, wt, u111t1 !ucoel&Tia, 

ow ~. 7 a1111oa b 'IUOIIn eanult at t.hie bult. !'l:lerofore, &ltho'QIIa total 

holdiaaca ot cold u4 ot 4ollar a .. oh, *loll are oolll)oee4 larPlT ot $16 

a11Uon ill llaalt 'balaacee, ~o OTor $100 atlllon, uq oDetulion ot ov 
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"fnedac• Man1 \41 "'"-7 -u .-& MJp .-. .... ,., .. -. ._ '•~'• 
tu4a ~ _... b p•7 ooaUel. .._- l• IWP dW~ tM ... 

... - '-*'"-*• Ia !villi), .,.... •wt.t •a.wt• l.an.._u• ., .w 

.1~ .UU.a ... aW t10 llllUoa ., ~ .. ...,,. _ _., ~ ,._la Ia 

4ollara. 

Jalcaz'la bolt. o~ u ••Ua\e4 ·~ lll.llloa ot 1014 u4 dollar &IIMh, 

nrto.all.T all of llblob 1e c.po"4 of the 1014 r111nu. Slace 110M ot \hle 

colA. '*loll 1e 1&11\ repor\14 a\ .211.11 lll.llloa oa D.clllber 7, 1a Ul.l. 1a \U 

Olli\14 1\a\ea, Jalcaz'laa re-• 1a \bh oou\r)' are prob&'bl)' utae•l.T 

-u., Ov lafte\Mah Ia U.\ on&l")' an prob&'bl)' ua.r t10 lllllloa. 

!lie 11\la\eA pl4 u4 dollar bol4lace ot .... \brae ......vi•• u4 

..... rt.a 1-•Dnh ~~ are _. .. 4 1a \be \Ulee lllln, 
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Lolli ,.... lllh.U.h (lad. of 1939) 

!o~ Ool4 u4 llDllar ..... 

I•Uaw4 Bol4lap 1a U, L 
('mldtac pl4 ale...,..•) 

., !t 

-1:2 (D.o. 7) 

~ 
5-0(a) 
6,0 

1!:0 
(e) 1,2 

~.1 93.9 

0,3 n.a 

------------- --- --

6.)(a) 

IN 
0.7 

10).6 

21 •• 

(a) ISDluain of abort ten .... h, fi&OU" .. OD llbiall are ao• ..,.1l&ble, 
llv.t probe.b}T -u., 

SlllhiC 
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ll.rl 

l ._ tile .._ te Nlw te We eftlM'• ...,.._ ... Ull 

ef l~ ., _. lte telae w ... a ef h"-7 1, II p.a. -' 

,...n-~· wl\ll ......,. \o tMeJ.eJ-at• ~ tile "C.\Nl 

INca'* ...- ., ttw w.wac ...-. 

la tllle --'l• tiMn le - •elen& a \1'8Ulalloo of "bpo 

laU- f• * ......... ef ,._, -' 014 hpl • . 1M -oat :pela\ 

ef \lie nple•s.. Jll'"i&ial t1aa1 eo tie•-• le te 1oe _.. • ·-............... 
.,_ al1a .. U•, ~ ~. \lla\ U-b .. 'llelac _.....,t, 
........ ,...su. .. &a .. _.t,. 0\lllll'wl ....... -u ...... 

-- t• _,leU~~~ tllle pnlli'loUU.. 

!M f..nll ,.11n relleft .. - Ve ~ * JaM 0... ~'-­

.. , .. ~ •• .. rt-u-• .-r -'ale .. .uu-. ....u­

\o la&lM'• t~aa~ -terl'•U• ere le oirnlaU-. ODe 'TJI8 ot •ed-
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II* f11 0-t.Mt. .. , lftccJCeUw et ftl'1ct1"· 

L OecUcl •-•• ._. ..... ~W fer er ' p t• 

ell tap1 llM1l '- .,.,,_. t.a N1. 

L n. nile~ ..W. - pccaW tcr '•p ~ 

t. 1M .100 uol teo actca ot tlaa O•\ral IIIII): ot Ch1aa, \M 

IMII fll at.ac, ..a .- ...., ot o-t .. u- • wu • ''- -
..... ,na.- la ... .,.. lMO, 1a ........ , .., ..... 1a 

-'-lw clnclaUa t.a tM ~1-, Mall act '- ••• JO'H. 

'* ., ..... .. 
=ts 11 ,., 
fiJI'II I 

r 

OW•J,. I. 
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IIII.I!I. -.r, 

D''1 &Cii, D. 0. 

o.r .a.-. ........ , Cllac nac .. ~ .. 
Lo ......... '"" h~ \bat ~ w 111M .. 
.. , ... tMt, 1a ....... -- pnper - •t CII'Hlh 
llllllla tM llrUl* .- 11a1W lteke Cleva ate .,.... 
.-uac t~ -· 117,..... ... , u. O!d.M .. a...r-t .._..w u-tlalzoc tM ewer\ ot UP.e _ .. , la 
••...-• . Clat.c 1&1 IMk aelcM tar a troll> ~·••loa 
at u... llrltla Oe•:az-•'• rt .... 1a u... 1~ at u... 
pre-t. dnaUaa 1a •np-s. 

A "JilT ..., talep•Mt troa Lodoa h Cl8ulc 
Qac • UP.e UUP. h~, la U... tall..UC '-•-

•we ellnlt ooael .... it • fatal ah\ab \a 
.._ .. tM pellrq at -wertiac B.-PI 'IUileee 
au. utU - oUP.er oouv.cu ... pollq -
... ~ .. , 1a u. plMe. •• taUt it nAil 
oeu\rut1ft pella~,. - aoaprlM nobnp ooa\rol 
1a Cllalaa, 11111oll w.J.t aot 'N attecUftlT ......._ 
ietaret ..-... ftletiac oea41Uou 1a Cb1aa. 1 

.... • · llerle Oecla-a, 
v . •. !reanrT. 

•••aroa, D. c. 

Tovo elacarolT, 

( St.caH) I ftTT P1aeeat 
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Februar;r 19, l9tl 

The Secretar7 or State preeente hie cc~lt.inte to 

the Honorable the Secretar;r ot the !reaeur7 and enoloHe 

a OopJ ot a parapllraee ot tllegraa no. ~ dated 

Februar;r :5, 1941 troa the Aaerican Legation, Copenhagen, 

regarding a propoaal to increas e the Yalue or the 

Dani&h crolfll b;r a maxiaua ot 2' percent. 

Enoloeure: 

Mo. 38, Februar7 3, 
tro,a Copenhagen. 
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~01 8eoret&r7 of State 

J'roml Allerioan Legation, Oop.enhqen 

Date1 J'ebrQ&r7 3, 2 p.m. 

Ro1 38 

368 

I haye the honor to report that the looal preee ie 

now dieouuing openl;r a propoeal to increase the Yalue of 

the Danieh crown b;r a maxiaua of ~ percent . It 1a under­

etood that the KLD1ater of Ooamerce i s in f a•or or such 

action i .n order to retard the increasing coat or liYing 

here. ~he financial paper Boerup, in approYing the plan, 

prediota that it Will be adopted in as much as the Minister 

mentioned is offioiall7 reeponeible for its initiation. 

Strangel:r enough, the German authorit1ee are said to 

faYor the plan. Boweyer, the Danleh faraera oppose it 

etrongl7 ae doea the newspaper of the Danish !fade wb.loh 

pred1ote that it Will not be put into effect. i'bere has 

been no announcement of the Go•ernaent•s final deoieion 

with respect to the plan. 

It has been announced b7 the Prime K1nieter that 

ae soon as weather conditione will permit, public work 

relief aeaeurea amoun~1ng to half a million kroner Will 

De inaugurated. Unemplo;red in Denmar~ aa of December 31 

amounted 

Regraded Unclassified
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_ ... 
uo•'e4 to lla,OOO •• -.pal'e4 ·with 130,110 oa lo...-.r 10 

aaM1'41JW to atauauoa pllbllllhe4 bal'a .TaauaJ:7 10. 

PIUDI 

• 

Regraded Unclassified



370 
TREASURY DEPARTMENT 

!lot hUral. lleoern Juk of lew Tolk Nportl4 tu followiJic tl'lllloaotioao 1a 

lluDprlaa acoouh .. inklud. wUh tu ()uzo&Atr Trut Oapaq of lew Tolk lAd tbo 

loUOJ>U our 1u1t ot lew Ton:. 

Oaarutr f'naat CO!p&!ll of llow York 

J.ccout ~111tl4 

Ooatral Corporatloa of 
Jenk'•c Co.p&Al••· 
h<lapeot 

J.coo'CIU ~111tl4 

laUoulllukof~ 
pzr, :J~o~Upeot 

.....,., ~111tl4 

Mouat ~111\14 

$100,000 

Plld. fo 

Chua btioDAl :lull: of tbo 
Cltr of I.T. tor .oooaat 
of :S...Co do ll lacloa, 
.Arpntlaa, lluaoo .Uru, ( 
ln foYOr of Bonooo Ooaoral 
ilwl&arlaa lxcheolce Ott1oe, 
llud&peot 

Plld. To 

hUral. boom :lull: of 
J.T, 1a faYDr of e..rtceo 
ll1l<o-, Stooldlola 
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TREASURY DEPARTMENT 

INTD OI'I'IC2 COMMUNICATION 

TO 

,...,,. Yr. Ooobraa CONFIDENTIAL 

lolc1 to C>-roial COIIOU'1ll 

l'llrchaoac1 troa c-cl.al CODCOJ'DO 
~.ooo 
I. 3,000 

OpeD -.rtat oterlinc -• oteaq at 4. 03 tor t.ha ouUro 4&T. !r&DoacUono of 
tbo roport1nc baDlta ware •• tollcwa: 

8ol4 to c-rcl.al OODCOJ'DI 

l'llrcbaaocl. troa c-rcial coacoJ"DO 
' 3. 000 

-o-

ID !Riaapai tbe 11. S, aollar otrencthnac1 apiaot both tho Chiuoo TOaJl &Del. 
otorUnc. !be quo\aU.oa tor \lla TOaJl •• '!J.o'Zl/3~. oft 3/3~ &Ill!. tor otorliDC 1\ 

•• 3.9a-1f41, ott 3/~. Ia aoactoac oterlinc """"''~~~' to 3.94, liP lf. 

Oloeinc quoto.Uoao tor \M otllar C'CIJ'roaciee wre •• tollow11 

o ..... 41o.D c1o11ar 
hiee tJ"aDC (o-rcial) 
..,.4hh tro-. 
Reich-It 
L1ra 
J.rcenu ... p .. o (tree) 
llradllan aUreil ( tree) 
llellioaa peeo 
Ov.bu peeo 

!here ..... 110 JIQI'Cha .. o or oaloo of &el4 coD-he!. ~ u \odll,r. 

!be J'ecl.eral a .. orYo 11aDk of low Tort reporhcl. \bat tlla hAt Df C&Do4a, OUaa, 
lhippecl. t o U &elcl. ftlue4 at $3),~,000 for accouat of B.h Bri\aDAlc II&J .. \71

• 

GoTtl'11MD\ for eala to \M lew Tort J.a~ Office, 

Ia I.ODcl.cD tho prlcea for both •ot aacl. forarcl. oilftr ware 'Ill' 1/164 at 'l}-3/~. 
The 11, S, equiftloD\ of \Mao pric .. 11 42.~. 

~ ucl. Banu'a .. ulo .. at price tor toreip eilnr •• "Dcbnpcl. at 31+-3/41. 
The !ri'..,WJ'T'• parobaoo price tor tor•iCD eilnr •• aloo UDCbo.Dpcl. at 351· 

Ia -..c1a ,.., parchae .. of oil'rar -uu.nc to 100,000 ouc•• uc1ar tM Silftl' 
.£"1Z'Clll&o10 .t.o\, !Ilia ailnr oou1otec1 of ..,. prodlloU.on troa foreiCD C>OIIIltriiO, tor 

4aliftJ'7, 
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G-2/2657-220 
No, .320 

SITUATIO!I I!EP(J!T 

I. Western Theater of War. 

II. I.D., W.O. 
Februaz7 19, l~ 
l2 t00 11. 

Air z Oeman. Li&ht scattered attacka on Great Britain 
and on shipp~. 

British. Apparently no of!ensive operations. 

II. Greek 'lbeater of 'll'ar . 

Ground: Heavy fightinc in the south,.,st sector and 
considerable losses on both sides. 

Air : llo reports or operations. 

III. Jllditerranean and African 'lbeo.tere or Tfar, 

Ground: Abyssinia (Ethiopia) . '!be British report that 
the Italians have evacuated llal1gola and other posts in the Gojjam 
(south of Lal<e Tana) due to native activities . 

No change in the situation on other fronts. 

!!£: Axis. Offensive oper ations continue in IJ.bya. 

French, Marshal Petain tocl-.y consolidated the 
French Air Force in North Africa into a sinele unified c..:aand 
under General Odic with headquarters at Al.iiers. 

373 

Note 
1 

This mUitary situation report 1s issued by the l.lilitary D>­
teUigence Divis ion, oeneral Steff. D'l view or the occasional in­
clusion ot poUtical W or:oation and ot opinion it is classified as 
Restricted. RES'nUCTW 

Regraded Unclassified
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