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H.M.Jr; 

Operator: 

Rober\ 
Rouae: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

Bello. 

Ill'. Rouae. 

Good morning, air. 

rebru.PJ 24, 1~1 
91)5 a .•• 

Bello, Bouae. What are your early morninc 
ideaa over the veekand? 

r f 

Well, I come back to th1a that the 2t, '50-52 
that I mentioned on rriday atternoon, and I 
can eae equally well that you' re 41aturbed 
about Juat one iasua - to do a 2., 19~3-50 in 
coabination With a 2t. 
A 2. what? 

A 2., 19~3-50 in combination with a 2t• bond 
ot 1954-57· 

That'a 70ur weekend 

That'• ~ weekend. 

...... 

Nov, lat me giTe you m1na. M7 men haTe been 
working all Saturday and Sunday and they aay 
it ia next to impoaaible to price a 2-3/~. 

I agree with thea. 

So the7 take a 2• ·~S-50, March 15th. Ia that 
the date you picked? 

Yea, air. 

And they giTe it an eatiaated 7ield baaie ot 
1.71. Hov do you price it? 

Well, I think that'• probably a little atrong. 
I d1dn 1 t go that tar. I vaa t1gur1ng a 1. 75 to 
l.SO, but it's aaple rooa. 

I aae. Well , youra would aell at what? 

Sir? 

What do 70u tigure youra would open at' 

• • 
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a: 

R.M.Jr: 

.11: 

R. M.Jr : 

R: 

H.M. Jr : 

R: 

R.M .Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr: 

R: 

I 
• 

Woll, I f1CUH U oqb• to open at about 
a po1nt an4 a quarter. 

lOlt' 

Yea!. I.et ao an rq boolr.. 
no, about 101- J/Sthe and 10 
troa thoro to 102. In tbat 

'1'ha t' • 1 :roar• -
1n the ne1&hborboo4 
ranee. 

Well, what proportion ot the tax are :rou 
t1suring? 

I 'a not tr;ring to do t oo oloee on 1t. I 1a 
pa.;ring more attention to it ae a aone:r ~~arket 
beoauee I th1nlr. it 1 1 been the tax exeapti on 
and the a ttnpt to worlr. out a t orauJ.a in 
relation t o it that'e throwing ue all .ott. 

Well, at leaet your aen and oure are oloee 
enou&h that it'• not- :rou both arrive at a 
7-9-:rear, irreepeotive ot how :rou arrived at 
it. 

That's right, and the rans• we have in mind 
ie the sue. 

I sea . Now t he ranee 11 from what - lOlt :rou ,.,., 
101-}/Sthe - lOlt, that 1 8 all ri&ht. 

101-}/Sthe to 102, huh' 

Yeah on the 1. 70 ball e. 

Yeah, well t he:r 're not ver:r fer apart. 

The:r'r• right in the eaae thins - 1.80 to 
1.70. 

Juet a m1 nute. (Ta1kl aeide). Now, thil 18 
to glve ;rou the tlret blueh. M7 men come 1n 
and eay thie 11 the one the:r've pioked but 
euppoe1n& Kr. Hitler ehoul4 etart aaroh!ni, 111, 
the:r want a baelr.et t or 111 to catch i t, 80 th•:r 've 
reooa~~ended a Maroh 15th 2-:rear note, }/4 • • 

(Pauee ). 2-:rear, what rate' 

• 
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R.M.Jr: 

II: 

R.M.Jr: 

II: 

R.M. Jr: 

II: 

H.N.Jr: 

R: 

R. M.Jr: 

R: 

R.l~.Jr: 

R· 

R.M.Jr: 

R: 

• 
- 3 -

J/4e. 

J/4e. Do you think you'd need the basket? 

Do If The way I figure t hi l mor ning, yu. 

I aee. Well, you have some Judgment about 
that that I haven't. 

Well, it's the old elbow hunch. 

Yeah. 

Yeah. Well, let's put it this way: if 
during the day I atlck by my idea that I do 
want an anchor to those to the windward, what 
I want to know from you, ie that aa good a one 
or can you suggest anything batter, if we 
decide to do the 2~, 7-9 year. 

I haven 't tho~ i n those terme because I wae 
thinking f or - aeapt for that very contingency, 
whl oh I wasn't _.,ic1pst1ng, t he '~8-50 really 
represented the anchor to the windward. 

Well , I'm on thw Ul~oonservative side. 

And that they would be very desirable 1r every­
thing went well to get something out a few yeara 
longer t hat would be a better indication ot our 
future Jobs. 

Well, let 's put it this way : supposing t he 
thing doesn't get any worse- What would the 
banks do? What proportion would take the 2-year 
note and what pr oportion would take the 7-9? 

I think moat ot your out-of-town banks would 
take your 2~ '48-50 and your big in-town banks 
or the ty~e - of course the Guaranty and the 
Chase don t have any rights but it they had 
them and they're cheap enough, they'd take the 
note. 

But on a percentage beals, I mean, how would 
you dlvlde up the billion two? What percent 
would go into the 2~? 

Oh, I ahould think that probably 70~, into the 
2% bond. 

3 
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R. M.Jr: 

R: 

R.M.Jr: 

R: 

K.M.Jr: 

R: 

K. M.Jr: 

R: 

K.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

- --
fell , that -.uld be ewel l. 

It would be tine it it worked that -.r: that'• 
Jult a cu••• ..... . 
011, I know and JOU oan ob&nce it, but it JOU' re • 
richt and t111nc• sot no vor11 than Ule7 are 
todaJ, it 70- went into the 7-9, I ' d be •erJ 
pllaltd. 

Well eo ehould I. I think it would work out -
you would have eomethinc out there anyway. 

A.nd then 1t be ebould etart marching bit 
ar.iee Wedneeday or Tbureda7 and they went 
into the other, 1t would be there to catch 
them, wouldn't itT 

Yea, and they'd take it becauae they want to 
do the right tbing b7 and large. 

A.nd they'd !eel that they oould take that 
and that we weren ' t . equeez1ng them too hard. 

I'm eure or that. 

Well, Rouee, tbink on it hard, eee, and can 
you teet it out a little bitt 

Yet. I'a Ja• t about to tee Kille and Repp -
they're here - and I ' ve Juet teen Levy. Levy'e 
idea wae tixed maturit7 2- 1949 or a 2t rixed 
at 1959. 

Well, neither or them attraot ... 

Right, and I'll try it out on Repp in particular. 

~ it out, 7ou eee. I meen, I've given up the 
2-314• beoauee it'• too daan hard to price. 

I agr11. I'm glad you have. 

I ' •• given it up but - you're going to eee a 
tlook or people, are yout 

No, I'a Juet teeing thoee that you've teen. 
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B.M.Jr: 

R: 

•. 

H.M.Jrs 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

H. M.Jr: 

R: 

H. M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

B.M.Jr: 

- 5-

Ar-e 7011 101111 'o lee Dnlnet 

Oolnc to 1ee De•lne All4 11111 • Jlepp and 
I think there wa1 onl7 one other: .we wante4 
to fe' J1r1t ot Bolton ln beoau1e I d14D 1 t 
think you bad bad the• down there. 

That'• right. Now •• ha'l'en't bad the Flret 
ot Boeton, but what'• that other ooncern that 

· ueed to do eo auoh bue1n111t 

Chlldl. 

Y••· I ba~•n't eeen Cbilde. 

Well, I ' ll gi•• the• a ring and set thea to 
oo•• o•er. 

No, I ha•en't eeen Ohilde. 

All right, lir. Well, I'll call the•. 

And I tell you anotheF tallow I'd like 7ou 
to eend tor- What'• the naae ot thie bond 
aan that Lew Douglae hal taken on. 

Wood we rd. 

Yeah. Will JOU eend tor h1•' 
Y11, air. All right, I'll go right ahead with 
that and ring JOU back probabl7 about 11:00 
o' clock. 

Yeah. I tell JOU What we could do: I won't 
oall up - rou know I wae oalling up the bank 
preeidente - but I ' ll l&'l'e 11:00 tor JOU and 
8proul. Will JOU be read1t 

Yeah. I'll be in hie ottioe at 11:00. 

Well, in order to gi'l'l JOU tiae I'll 1a7 11:30. 

That'• even better. 

Wouldn't that be bettert 

•• 
• 

• 

, 
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Yea, it would. 

I' ll call you at 11 :}0. 

Thanlt you, air. 

Just a second. (Talks aai4e). Rave you 
seen anybody rrom t he Guaranty? 

I di d on Friday. 

Oh, yee! I haven't got any report from the 
Chase. 

Well, Chase baa no - I 'll talk with t hem 
thi s morni ng. I talked with Green on Friday 
and he waa very much pleased at the decision 
about the bills and he waa th1nlting in t erms 
or bonde and he had no rights and he hadn't 
given i t a great deal or thought, but he wsa 
thinking or tbe 2~ or '48-50 primarily. 

!~ or '48-50. Well , they ' ve got an enor moue 
number or correspondents. 

Yea, they have, and I'll gtve him o. ring to 
see it he's changed hie mind and he would be 
ver y halpt ul on t he note. 

He would. And then you might eort or tind out 
what these insurance t ellows will do it we 
stick to a 2~ note. 

Well, I asked Levy about t hat t hl@ morning 
and he aaid, well , i t you take a concer n l ike 
the Equitable Insurance Company, they'd be 
very happy with it. He said the others, ot 
course, would Jus t have to turn them in ae 
they di d t or the March 3/4~ note i n t he spring. 
He eei d they didn't like it but that' s what 
they did. The Prudential, you remember, had 
S4o ~illion, and they Ju•t turned t hem in. 

Yeah. 

So that's what you'll have. 

Regraded Unclassified



H.M.Jr: 

R: 

H.M.Jr: 

- 7 -

Well, 1t Jou 1ll be 1n 8proul'e ott1ce at 
11:)0, I' ll call JOU. 

Fine. 'J'hanlte. 

Thank 7ou. 

7 

• 

Regraded Unclassified



GROUP MEETING 

Present: 

Gaston: 

H.Y.Jr: 

Gaston : 

H. !.! . Jr: 

Ge.aton: 

H.LI. Jr: 

Mr . Gaston 
!.!r. ThOlllpson 
Mr. Young 
J.!r . Cochran 
!Jr. Pehle 
J.!r. Schwarr. 
Mr. Foley 
!!r. \Thi. te 
J.!r. Kuhn 
l!r. Sullivan 
Mr . Graves 
Mrs . Klotz 

February 25, 1941 
9:46 a.m. 

I haven't heard anything new on that case for 
sanetime . 

It is a little embarraeaing, coming fran the 
President to us. • 

I will get Sammy oallt. 

I sent it to him. I think it is all right to 
sa~ we want it for t he President. 

\'fell, we can get it. 

ladley tells me though the new bond has opened 

8 

at a hundred and one, twenty to twenty-two . It 
is just what the{ figured it to the dot, I think. 
That is the righ s. The new bond is expected to go 
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two points on scarcity valde. Well, that ia 
very nice. I never worked harder or had more 
disagreement in my life. Bell isn't here, is 
he? I wish you would give this to Bell for me, 
Norman, that as a result of my conversations 
with 12 presidents of the Federal Reserve Banks, 
I have - this i s not to be repeated to Bell -
I have never t alked with more mediocre people 
i n m;r life. Eccles said to me "Oh, you 
mustn't pey any attention to than. They just 
give you what the bankers say . " And I sa~d, 
~/ell, why do we pay four million dollars to 
get a report on that." And the thought that 
I had in mind with this thing growing, I would 
l ike t o have a ~od bond man in Chicago and at 
the beginning, ~f necessary, on the Treasury 
payroll , and George is sick, and I want one of 
his men to go up immediately to New York and 
stay there the rest of the week and sit at 
Rouse ' s desk and see what happens, you see. 
I think we ought to have one on the West Coast, 
San Francisco, too, at the beginning, and then 
we might talk with Bell and Graves and see 
whether we are going to do most of the work, 
you see. Graves uill work in connection with 
get~!~f outlets and all that kind of thing. 
I t · we ou~t to end up by having our Ollll 
man in each district. That is vhat I think. 
Because th# stuff that I went through yester­
day - it is just unbelievable whattnose dopes 
do to earn their salaries . I don' t know. 

They on.ly get 25 thousand dollars. (Laught er) 

\Ybat those dopes do is just beyond me. There 
wasn't a one of them that thought of asking 
how much these maturing issues - I don ' t want 
you to misunderstand me. New York was on their 
toes, and the fellow do1m at Richmond was, and 
also tell Bell I think I would like to have this 

9 ' 
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III&D come up from RioluloDd. Kre. nota teaeed 
me because I said he a s t he onlJIIIIUI that 
agreed with JU eo he must be amart . That 1e 
paraphruing what I said. 

How about that fellow f r om Boston? 

Well, Young? He is in lUami. 

Well--

He is in Milllli or he is out on Cape Cod, one 
place or the other. But Boston, too, ought to 
be - I think we ought to end up by having our own 
man in each place so that, for instance, if Graves 
wants to say, ~ell, now, I want to g~t distri­
bution. I want this. I want that. • Well, one 
week, a month, or 10 days he would work like hell 
for me; and then the rest of the time he wouldn't 
be so busy. We can t hink whether we want to t ie 
him up with Graves. The rest of the month he 
woul d be just traveling out, visiting banks, 
talkinf with them and so forth and so on, find­
ing ou how our customers feel. But to rely on 
the presidenteof the Federal Reserve Banks , we 
might just as well bring in the N.A.M. and ask 
them to do the job. Having the N.A.Y. review 
our literatu.re, they would see it is subversive. 
(Laughter) They say we use the American f l ag 
too often. They are suspicious. 

The Rresident sent you a littl e memorandum on 
vacancies . I gave you a l ittle short memorandum. 
I will give you a more detailed memorandum l ater 
in the day. There is one collector of Customs and 
two collectors of Internal Revenue on which we 
are awaiting word. 

Will you give me a letter? 
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A letter to the President? Yea. 

Please. 

And this matter of the letter to the President 
being signed . He didn ' t understand it, and I 
don't blame him . It Yla&n' t well explained. 
But that manorandum explains it, if you care to 
have a memorandum. 

Hell, I will never get around to the President 
on this thine. I Jcriow hov; it is . 

Shall I write a letter? 

After all , the President nas working on January' s 
mail yesterday up at H;de Park. Yes, urite a 
letter. He nill never get around t o it. 

It is a very simpl e matter . 

By the time I see him and get around to i t - I 
would write him another letter . You see the 
stuff that came in yesterday was mostly January 
memo ran de. . 

11. 

Yes . Our Custo:ns can made a very interesting 
seizure up in New York last week. Thel got a 
couple of sailors cO!iling off the Excamoion with 
a false bottom carton and in that were a hundred 
thousand dollars \7orth of coupons on German bonds . 
Did you see the story in t he papers? 

It said 10 thousand . Is it a hundred? 

I may be wrong on that. 

That is all right . You have been right for so 
long, and you have been in the Treasury so long 
the t you can ' t fool around with 10 t housand. 
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They are both felonies . 

American sailors? 

Well, they are naturalized Americans. 

\Yhat will happen to Kuhn after he is here a 
couple of days. 

German born sailors, naturalized American citi­
zens, and they are acl ing as mnuggling agents 
between this Warner Von Clemm in New York who 
is said to be a relative of Ribbentrop and his 
agent in Lisbon. 

The next time you seize any 
know if it is good. 

There is some coming in r~-·~ra.no~e 

Really? 

By way of Martinique . 

Don't we have to sample it? 

Oh, we should. 

Ylliat is Houghteling doing these days? 

Do you want him to sample the champaigne? 

Well, I mean not too much-- (Laughter) 

I will look it up. 

Vlhat else? 

It looks as if we will have to do a little field 
investigation in connection with the Foreign 

•.. 
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haclMttu that Jrr. Pehle reefed to Mo 
!Mre ae .. to be aau fiugl goiA£ oa, u1 
n are lining up what we ou ge oil tM people 
here, ucl we will get aau of the agcu to 
••• wbat the7 ou fillcl about their aotiritiea 
ill 1 .. York. I clon't think it 11 a thiA2 that 
we W&llt to aak FBI to do. It ie apparlllll7 
Foreign Fund Control Diviaion, and it ia out 
of their territor;r • 

.And you are keeping the \'llle;r-!Claua organization 
under serTeillance, aren't ;rou? 

Yore or lees, ;rea . Before long I will be read1 
to talk to ;rou about that. 

How ll&ll7 men - the last I heard thef had 10 men. 

That ia right. In addition to John and Sam. 

.An,thing else, Herbert? 

No, that ia all. 

Professor Folef? 

Deu .loheaon l&id last night that he - the;r wanted 
to add over at State Deparbaent jute and borax and 
lead to the lllbe.rgos and th8f have had some talka 
with Buokle7 and Phii•s office. Buckle;r inti-
ma ted that he didn't think it was the right time 
to do it or something to that effect. He said he 
would like to talk about it if we were still of 
that diaposition. 

The situation there seaas to be siapl7 that there 
isn't an;r particular reason to put lh .. on the 
control lht. Evel'J countl'J ill the world prao- • 
ticall7 baa a laad suppl;r, u far u that gon. 
lhat fOU han ia juat the lituat1on 11hare 
llaxwell • • organization now haa praoticall7 enrr 
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ODltta statea ·~ ..a.r ooatnl tbat uoQDh 
to anrthill&! which aoea•t -· &IIJ cll!fereno• 
aa loag aa t 11 hacllecl Oil a license baaia 
that ia adequate, ei~r blanket lisenaea or 
ecaethiDC of that eort, oa a reasoaable baeh1 
which he h not ao~f· He haa gradually reecned 
out and pulled en hing in under his own con­
trol. 

That situation is vecy bad, and we plan to t1'7 
to have a talk with you in the next day or two 
about it when we get a little more data put 
together. 

Well, if you came in to have a talk, have a 
letter to the President on it for me, will 7ou, 
as a bash for your talk. 

That is what wetlrere thinking about. 

I went to Herbert on it the other day because I 
was getting worried about it and our participa­
tion in it because I thought you ought to know 
what we are doing. 

Ia this in the interes~a of protecting JOur 
principal client, Ouaanekt? What? 

Oh, we are having a very nice time these days 
111 th Oumanslcy. 

If you get an7 caviar, ranember, 50-50 . 

I haven't quite reeched that point. 
• 

He 1a cCIIIIl.ng over at !our this afternoon to talk 
about the exchange. 

-
I read 7our mano and that was a good trip, wasn't 
it, to see Korman Davis • . 

(lira . Klot& entered the conference . ) 
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Well--

Well, it ie another lron which another--

He goes farther than we do . He wanta t o do the 
whole job, and he thinks our auggeation is almost 
aa inaae~uate aa the State Department'e unless 
we te.ke m everything. When we started in with 
that that was all right, but we gradually cut 
it down just to Continental Europe with some 
exceptions there because of the State Department's 
attitude. 

In your talks with hia, you are confining your­
self to freezing of tunda? 

V/e didn't go into anything at all except freez­
ing of funds and he la sympathetic. He thinks 
something ought to be done. 

You see, Norman Davis has a pereonal interest in 
this thing through hie eon. I got that. 

Well, he also claLme to have been in the Treasury 
dllring the laat war and to have some li:nowledge 
of this subject. 

It is mostly his eon. Right? 

I think so, yes. 

What else? 

You wanted to have a meeting sometime today on 
the bank holding company legislation . 

Toda)'? 

Yea, that is what you said. 

Well, what I have done is, I have got a call in 
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tor the Spu.br, and I aa aat.lJic to '" hill 
taaorr~ la o~tion with oar leg1alatlOD 
with regard to exa.ptiODa for atat11 and 
aunlolpala, and I ant to do that flrat &lUi 
th•ript after that I will do bult holdi.Dg, 
bat keep after me, will ;rou? 

All right. 

I 8111 &aklng the Spe~er - I thought I would ask 
whethe~ oan' t .. with him and Dough ton and 
Cooper and an;rbod1" else that he wants, and han 
a little meeting and see how the;r would like to 
proceed. The bill hasn't been ibtroduced ;ret, 
has it? 

lio, sir. 

Is that agreeable to ;rou, John? • 
• 

Yes. 

I would like to have a meeting on that subject, 
the general subject with ;rou, before ;rou talk 
t o Sam Ray~. 

I thi.nk we shou.ld too , 

· But that wouldn't - whatenr the outccae of the 
mee~ing is, that doesn't mean we wouldn't see 
58111 arrprar. 

No, no, but it would implement ;your hand when 
"fOU talk with Sam, 

That would be lovel"f. 

And time is on our aide, I thlnk, aa ;rou will 
agree after rou talk with hia. 

• 

• 

• 
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Well, that is &11 to the good then, isn't it, 
~ call for Saa? 

Yes, I think so. 

I t hink John and Dan and r-­
Yes. 

•••• should see you sometime before. 

Whe.never you get the meeting, we will talk it 
over together. You know how lots of tiDes we 
telk it over as we ride up in the car to the 
Hill . 

I think we had better talk this over before we 
go up. 

This is a little more than that . We might have 
Ferdie in, too. 

Yes. 

We have got to do a little fine.gling here . 

We will line up our own crowd. Are you having 
troulae. with Ferdie? 

17 

He is a little difficult, b.tt I think he will cCIIIe 
&long. Still a little New York Time-ish. 

I never will live that one down, will I? 

Well, that is better than a little William Randolph 
Hearst- ish, 

Ilere are sCIIIe things for the die.ry . Do you want 
to read than before the meeting, or do you want 
ua to bring it up at the meeting? Thia-il 'thi 
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1ubJeot we W2lt to tall: to ~ about at that 
aeeU.Dg. I trlea to ghe 1t to Stepheu oue 
before, aad he pre it baok. • 

Jlra. notz ud St.Dhea and I han worked out 
a n• rule. PriDclpally u a hcae de!anae 
against Philip Young. Frca now OD all of these 
m•oranda that you fellows try to aneak 1D to 
me via Stephens will go to Kiea Chauncet, ia 
that right? 

I gueea eo. 

Is that what you like? 

I! you want to make sure you don't see thea, 
they can go to J£hs Chauncey. 

And if you people have something you want cleared 
within the day, do the way Foley did the other daL. He had something and I was busy, and he 
sa d he had to see me and he got an aipointment 
and brought the stuff in and cleared t. But 
otherwise, if it is a memorandum, let it go 
to Kiea Chauncey--

It can come to me, if you like. 

No, let it go to Miss Chauncey unless you want 
it. 

Noi I don't want it . If I could be helpful, I 
wi 1 take it . 

No, I would rather - let it go to Kiss Chauncey, 
and it will ccae to me. I try every day between 
two and three to get the atuff, betwean two and 
three, but if it is something that you have to 
olear and you are sure you hive to clear it that 
day, then ask Stephens and walk the m•orandum 

18 
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in, and I will see ;you during the day. See? 

All right. These are on our meetings with Dean 
Acheson. 

Good. 

And this is that meeting I had with Courtauld, 
Viscose, and Playfair. This is the memorandum 
on that Pales~~~e. Ba~ I mentioned to ;you last 
night . I,M• ., ~ %,;,,/ 

Oh, ;yes . Well, now - Palestine Bank? Oh, that 
is both the English, isn't it? 

Yes . 

All right . 

Congressman Gifford of 1~ssachu&etts called and 
said that he got a letter from a very im~ortant 
constituent of his in regard to authoriz1ng the 
acceptance of obl igations in payment of income 
taxes, and he ~anted to knoTI what the attitude 
of the Treasury would be and 'lfliiited sone infor­
mation generally on the subject . I should think 
we would be very much opposed to anythin& like 
that because i t ~1ould unstabilize your bond 
market if you had a long te rm issue and any 
holder coul d offer the obligation at par with 
accrued -interest, payment of taxes at any time . 
You would never know how much taxes you were 
going to get in any given year, and your whole 
maturity schedule would be upset because instead 
of having your bonds come in at a set time, the;y 
would cane in at any time people wanted the.m to. 
In so far as the notes are concerned on the 
maturity date, the note may be presented if it 
falls due . 

.. 
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Tali to Bell about that. 

I presented that to Bell last night, and I think 
he la !or it. 

Let it came to me through Bell. 

Isn' t that preeminently a problem that George's 
staff ought to prepare a memo on. .-

I have asked George !or a memorandum on that, 
and I haven't gotten anything. Of course, he 
has been busy with financing. 

Still I say Bel l . 

Anything else? 

Nothing else . 

I saw Yr. Helvering Sunday in the hospital. He 
has had a pretty bad time and he is anxious to 
get back to work, and I understand· the doctor and 
Mrs . Helvering thought he ought to go away to 
Florida !or a while when he gets out of the 
hospital. 

What is his trouble? 

He has a septicaemic pocket and was operated on 
and had verJ severe hemorrhages, end he !eels 
that he was sick when he was home at Christmas, 
and he doesn't want to go, but I think it would 
be folly not to send him away for a little while 
to recuperate. If it is agreeable with you, I 
will tell him you want him to rest up. 

Who looks after that shop? 

Tim Yooney is acting commissioner and does a Tery 

• 
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good job. 

O.K. 
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The amendment to the general relief provision 
was introduced yesterday morning, ana we had 
a hearing yesterday afternoon from one to five 
in executive session. It is coming up in the 
House today. Debate is limited to two hours, 
and I expect it will pass the House in less 
than two hours today. 

Congresmnan Robinson came over to me and asked 
me to tell you that Speaker Rayburn and John 
UcCor.mick were going to try to see the Presi­
dent today on this bill to increase the bene­
fits under Social Security, and that if the 
President was insisting on that, as long as 
they were throwing money away that way, they 
woul d never vote anothor dollar of taxes, as 
long as that kind of extravagance continued, 
and he had a speech that v1as in the Congres­
sional Record~. and he thought you ought to know 
it . I said, "\'iell, it isn ' t a Treasury problem." 
He said, "Well, it is the Treasury's problem in 
so far as it affects the attitude of Congress· 
toward taxes." I told him I would give you that 
message. 

That copper problem that Clayton discussed will 
be completed today with a satisfactory solution . 
It is working out all right . 

When it is finished, give me a one page memo on 
it. 

Yes, sir. 

You see, I wrote the President a letter on that . 

Yes. 

. . . , 
f \: 

pi 
!' 
'' ., 
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Did you know about that? 

I gave you a two-page memorandum on the ent ire 
situation. 

l~ch wasn't helpful. But your letter went to 
the President and somebody wrote to me on that. 

Johnson and Cairns. That was on the Customs• 
angle, not on the Internal Revenue tax angle. 
They are separate problems. 

He was only talking about the Customs ' side of it. 

I doubt if you l'lant to write the President about this . 

Give me one page . 

I will gi ve you the memorandum. 

O.K. 

In St. Louis I met Gale Johnson, the new man 
whom Ur. Graves is bringing in, and I think he 
is a humdinger. He is a corker. That is all. 

I will give lliss Ch.nuncey a memo for you today 
on another 25 million dollars of gold coming 
doYm fran Ottawa. Shall I give her the daily 
figures fran Gifford for you too? 

Only when they are something out of the ordi­
nary. I don't want them every day. 

Could Ur. Foley give me copies of those two 
memos, the cases he just mentioned? 

Sure. 
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Because t hey are talking about them, too . 

John? 

I have nothing. 

Pickett is coming in this afternoon . 

Just remember, I want -with the exception of 
the Purchasing 1Hssion - with the Purchasing 
Mission, ny contact with them should be through 
Philip Young. My contact with the British 
embassy or their people should be through 
Cochran . tlon, does anybody see them besides 
Cochran and Young? 

I see Stopford. 

I see Stopford. 

I see Stopford fairly often, and I have phoned 
to Helm fairly often. 

One of the first secretaries of the embassy on 
shipping matters. · 

As I understand, it was Stopford nith both~ . 
Gaston and Pehle . Stopfor d comes t o oe, and 
nith something detailed he goes on to see Gas­
ton. 

That is .all right . I just wanted to check up. 
O.K. 

Yes, sir . 

I have nothing. 

On this Russian situation, I want to talk to you 
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a minute about it in the nezt two or three daya. 

Oh what? 

On Rusaia. 

Tell Stephens . 

Thet memorandum you gave me on disposition of 
boats and airplanes doesn't show any PBY's being 
flown. 

Well, the British have enough people to handle the 
PBY's . The immediate problem there--

But wasn't this !llemorandum that you sent me this 
mornin~ as to what goes by ships and what goes by 
air - 1t was everything. 

Yes . 

Well, it doesn't show any PBY's. 

Then they didn' t fly any out . 

Somebody said there were supposed to have been 
18 PBY's left. 

There was at least one group flew by .... of 
Elizabeth Cityi Coast Guar d Air Station, one 
group of Conso idated's. There were fin in that 
group. I don't knw whether there have been any 
more or not. 

It doesn't show up. 

It may have been since that. The difficulty 
with that statement is that they only report it 
after the planes arrive at destination point 
rather thai!. when they lane the country. That 
is baaed on planes which have arriYed at Africa 
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or England or some\There else and have reached 
the assembly point or their destination, 

25 

And they are not ~oing to give us when they 
leave? Do you th1nk ne ought to cont inue to 
r eceive it when they leave? It showed how many 
t hey had on the docks and al l tha t . 

~'.'e still have that infol'1ll(l tion . 

Do we? 

•;;e have - i n this engine table, for instance, 
exactl y wher e your engines are . 

But I used t o find out ho1v cany planes 17ere on 
t he docks in ;lew Yor k aTiaiting shlp!!lent . 

Oh, we a re gettinz that infol'l!lation and 1\e vlill 
have it f or frames wlthin a very short t ime. 

Uo, complet ed f rames . I got f or a while infor­
mation showing how many completed planes there 
were awaiting shipment in lhis country and how 
many had l eft . I got that information . 

You want the number of planes just on docks. 

\,ell, I was :;ettin& it . 

Yes . 

\'lhy can ' t I get i t for a while? 

\'!ell , you can get it . 

You remember it showed how mnny - even by types , 
di do' t it? 

Yes, I think so . The last repo t•t we had on it 
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abGwed it foP all t7P••· 
B7 tJpll? 

B1 t7Pt•· 

• 

Well, ask them to give it to me again as of 
last Saturday. Bow many planet are there at 
the factories, completed? How many are there 
at the docks awaiting shi}lllent? 

I think we are runn3 into some duplication 
here. I think we ou t to straighten out those 
reports . I will to Lindow. George is out. 
I will see if we can't make up one report which 
will gin that inforaation instead of three. 

Can I get it fairly soon? 

Yes . 

I would like, in a day or so, a report showing 
how~ planes by types there are at the docks. 
Bever mind the factories . Well, yes, how 11&117 
c111pleted planes there are awaiting shi}lllent and 
'llhere they are. Let' a put it, how 11&117 completed 
planes and c111pleted engines there are awaiting 
ilhipaent tor England and where they are. Desti­
nation- let' s say - well, I mean England- I 
mean United Kingdom. How many planes and engines 
completed are awaiting ahi}lllent , and where are 
they aa of Saturday? And tell them I want that 
b7 Thursday morning, Phil. 

Yes, sir. 

Thursday morning, I want that. 

Right. 

Tb.17 don ' t ship frames without engines, do the(l 

• 
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'l'he7 hen been. 

All right, then frames, engines, completed 
planes, how man7 have the7Jot and where are .. 
the7 awaiting shipment as Saturda7, and 
I want it Thursda7morning. Tell thaa I will 
be verJ much displeased if I don't get it . 

You want it b7 location, like San Francisco and 
Chicago? 

Yea . If the7 haven't got it, their organization 
ia even worse than· I think it ia, and that ia 
bad. 

Well- -

What? 

I won't talk about the Air Commission. 

No. Well, then, if 70U can't get it, I am goinf 
to han )(orris Wilson in here, and I will talk o 
hla like Beaverbrook never talked to him. 

I think 70u ma7 have to, because that situation 
ia getting prett7 bad. 

Well, let's ask than for it, and tell them I 
want it Thursda7 morning, and I will wait and 
see. All right? 

Y11 • . Right . 

You will do that aa soon aa JOU leave. 

Yea. 

• 
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Ban I onrlooked &nJthinc'l 
Well , I gather that you want to keep on with 
these other reports, at least tamporarilf, 
1Ult11 we see what happena Oil this. 

Right . 

You will have everything u long as you include 
these others too. I want to talk to you about 
Russia s<Detime . 

All right . 

In the next two or three days if possible . 

Tell Stephens. 

28 

On the Dutch, we now have a pretty adequate 
picture. We have all of their stuff on order. 
We have a list of their requirements and all of 
their future program 1Ultil 1942 in detail, as 
to what they want. Their future requirement& 
will I'1Ul about 350 or 75 or 400 thousand dollars . 

Dollars? Thousand or million? 

l!illlon. I m sorry. Four h1Uldred million. 

All right. 

Roughly, at the outside, for all future require­
ments . It is a very interesting list. Knudsen 
ori~~allf asked !or that and shall I send it 
to · or do you want to send it to him? 

Let me send it to the President first . 

Right. 

Is that going to be paid out of their frozen 
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balanoea? 

Yea. Part o! it oomea frc:m the Indies and part 
oomes trca the home Gonl'DIIllnt. 

• 

• What happened to that memorandum? I never got 
an answer Fricl&;y. I gan ;you the. t memorandulll. frcm 
Secret~ Knox in which he said that the - in 

freat glee he gan me this memorandulll. showing that 
he Greeks didn't have enough mone1 to pa;y for 

what the;y wanted. It was over a week ago I gave 
;you that . 

The Greeks didn't have enough money? 

Yes, it was a memorandum from Frank Knox in which 
he said the;y oouldn't take certain stuff. He 
said, ~t ia t he use of selling them planes? 
They can't pa;y for this." It was in his own 
handwri tin;;. It must have been a week ago 
Fricl&y. 

I don't know, I will have to find out. 

Well, I sent it to you, Phil. 

It is probabl;y right. 

Bow much is it? 

Welli I ought to give an answer to Knox. Will 
you ook into it? 

Yes, sir, I certainl;y will. 

J.n;ything else? 

Yea, sir. I have this extra planes on Curtiss­
Wright that I mentioned last night on the tele­
phone. Do fOU 1111Dt to do an;ything on that or 
shall I take it up in the routine way? 
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Regular routine wa;y. 

I have two British contracts . 

Vlait on that, Phil. Stay behind and I will 
clear it. 

All right. I have got a couple of other items 
here. Shall I wait on t hem? 

All right . 

I have nothing. 

30 

I want to see you and Harold Graves right after 
this meetin~. I will take a couple of minutes 
to clear Phil, and then I will see you and 
Harold. 

We sent you down acme of the comment on the 
financing . Not the routine stories, because they 
were--

Where are they? 

They should have been in unless Stephens has-­

Well, see if he has got them. 

Harry? 

There have been negotiations going on in the 
past two m.onths between Leitli Ron and the 
State Department with respect to a proposal 
that there b,e ·an Anglo-American Commission set 
up to handle surpluses of all important crops . 
It is a rather significant development, but the 
State Department has - final word has been that 
the{ are generally sympathetic to the idea, but 
it a not an appropriate time now to set up the 
Ccamiaaion. I m merely keeping you informed 
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about it. 

Crops? 

Crops and other surplus commodities. 

Vfuy don't they ~ork with Agriculture on that? 

Well, Agriculture, I take it, is being r ellre­
sented through the Interdeparbnental Camu1ttee, 
at which the matter is being considered; but 
how much they have to do actually with it, I 
don't know. 

We are able to run down 60 percent of the gold 
t hat we buy from figures that Yerle supplies us, 
purchases from central banks and governments; 
but there is approximately 40 percent of the 
gold \'l'e get, lie don ' t know whose it is, and we 
think that we ought to know - we have been in­
vest igating, so we know all the gol d that is 
eamlng in, where it comes from, and who is sell­
ing it . Unless you have some objections, we 
would like to go into the matter more carefully. 
It will require several clerks, at least to 
trace what we have done since the war and to 
currently find out, and we will have to con­
tact the Assay Office and possibly get more 
lnformation from lo!erle. 

Well, Norman, on that, I think all of these 
men, as they take on people now, wherever it 
is possible, they ought to get women, because 
more and more men under 35 are going to be 
draft ed, and taking on those young fellows , 
spending six months to a year to teach them, I 
think it is just a Wt•ste of good money, and I 
think wherever t hey can get a woman who is 
capable of doing it, they should do it, because 
I mea.n we might just as well be a little fore­
sighted on this thing. There are lots and lots of 
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WCIIUil IOODCIIiata pUiaatllla with Ph.D. 'a in 
eoonCIIioa, but UlNa MA, alta putlnlaPq, 
1011 can't get JWa to tate em ~ waun. 

I have one. 

He is prejudiced against them. (Laughter) 

I am against women economiets. (Laughter) I 
want that clearl7 understood, 

Be sa7s he has got one1 and he aa7s he is proud 
of that one. I hear sne is ver, good, too. 
Somebodl was telling me . 

She is good. 

On these English figures? 

She is ver, good. She was one of the ver, highl.f .... 
recammended Ph.D.'s of Cornell Universit7. 

There are women with Ph.D.'s in economics that 
th01 can take on aa clerks and gradual~ work 
them in. We might just as well be a little fore­
sighted on this thing, and when the7 coma in 
with their requests, will JOU keep ~hat in mind? 

The7 will probablr pick urried woaen. 

That doesn't anner the thing. 

Korman, did JOU aa7 something I should have heard? 

Mo. Norman leaves the wiaecracke to me . But 
11rious~ - I am aerious about this, and both 
with Baas who ia taking on a lot' of people - • 
where 70u can get an able woman economist 111 th 
a Ph.D., whiollo: I know that JOU can get~ econoaiu--

Oh, 111· 

, 
• 
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They should do it. Would 7011 keep that 1D 
lllina? Don' t you agree there are a lot ot able 
WCIIlen'l 

Oh,. ~ ~ sure there are a lot ot abl e wcun, and 
I thlnll: that ia a good thought. I will certa1Dl7 
tey to find aCIIle . There aren' t a ~eat IIWly, 
but there ahould be enough to ampl1!J the atatta 
anilable. We will give them preference, other 
things being equal. (Laughter} 

Now he may get another one. 

Whatever that means. 

You will double your number. 

Standard statietica--
.. 

Now that you have got that nice new office . 

I have to be more careful now. 
tiatics--

Did I aake an impression? 

Tha office? 

Did I aake an impreaaion? 

Standard ata-

' 

Oh, yea, detinite}J'. \Yell - it is curioua that 
WCIIltD have not been appl7ing for joba 1D tha 
last - 1D recent months or even the last year. 
We uaed to get quite a tew applications. I 
den' t know why. ll&7be they got discouraged or 
maybe they are not there . 

They know better now. 

Well, Nonaan, ~ - you know. You know how to 
do it, don't youf 

• 
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Yes . 

Particularly as to clerks . I think we ought to 
be able to get plenty of those . 

You know how to do it . And that goes for build­
ing up this organization--

34 

! think I will s tart out with a humdinger that 
applied about six mont hs ago, now that I remember . 
\'/e mil get immediate results. 

That goes for you too, Harold. 

All right • 

Standard Statisti cs has published a list of 
British owned American companies . I mention it 
onl y because it may come to your attention. 
That l ist is shorter than ours . It is not as 
comprehensive . Althou~h it does contain a l arge 
number of small campan1es which neither C=erce 
nor we had, and it may be that a full list will 
be larger even than those that we had, but t heir 
list is not as c9Cpl ete as ours. If I understand 
your new procedure, you wil l at least glance at 
the titles of the memoranda; and, if you are 
interested in reading it, you r.illi but there is 
no need of mentioning them here un ess they call 
for immediate action . 

You would be surprised hon many I read • 

Yes, sir . That is all . 

Norman? 

I received your message about the car. It is 
a Lincoln Zephyr that we pi cked up in Virginia . 
It is to be lodged at Fort McHenry in Baltimore • 
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I thought 1 t na belDg u .. a bf the ,._,. 

Oh, no, the Distr ict SuperTiaor up ther e. 

When it was cleaned up thia morning, 1 t r eal}J' 
looked nice. Could we apend $20 an it and have 
it painted black and put it out here. 

Yes, sir. 

It is a very nice car. 

I have a letter fr<D llr . llcRe)'llolds aslt.i..u£ for 
the loan of a classification man for about six 
days. If you have no objections, I thought- -

Can you sp!lre him? 

I think so . VIe can't give him a very high type 
man. 

I wouldn't . 

We can give one of our junior men who can work 
under someone that he has on classification . 

That is all right. 

Kr. Helvering has asked that we request the 
War Departmant to put firat lieutenant - he haa 
a firat lieutenant in th• Kilitary Intelligence, 
Jaus J . Brown, one of Irey's man, and he wants 
to have hila put in the reaerTe pool so he can 
keep him on hia work in Revenue. He is involved 
in two important caeee that he has been investi­
gating, one is Hopkins ' case, a several million 
dollar case . 

O.K. Want me to ai~ it? 

• 

• 

• 
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OoYtrnor Ranaoa. 

Bello. 

y,., Ill'. 8eort1al')'." 

.. 

Good aorning. I tried to get Marriner and 
tbe7 .. , he it not in. I want~ to gi•e JOU 
aa aoon ae I could 4be V&J ve were thinking 
o•er the weekend beoauae I'•• changed., 
thinki~ ooneiderablJ. 

That'• interetting. 

I'd like, it JOU could, t or JOU to put Jour 
orovd on to oheok it particularlJ on the 
pricing. Hello' 

Yea, I will. 

Nov, ve find 1t next to impoatible to price a 
2-3/4 bond. 

Un-huh. I tutpeottd that. 

8o I'•• prtctioallJ giYen up the idea of a 
2-3/4t. Jutt a ttcond. (Talkt at1de). 
Nov, what ve're leaning tovardt it a 2 •• '48-50, 
but vUh the poat1b1lit7 alva71 that aoaething 
mieht buret in tht Balkant, JOu tee, sort of 
to ha•e an extra anchor to the windward, I vat 
thinking of a 2-Jear, Jl4e of 1. nott. 

2-Jear, 3/4 note. I •••· Nov JOU 1d like 
our b071 to be tharpenin& their penc1le on that 
one ao ve oan talk to JOU about tht • • •• •• 

Well, whet do JOU think about it? 

37 

PereonallJ, I asree with 7ou. I don't ••e hov 
70u can price a 2-3/4 right nov. You will recall 
I alva71 did feel in our preYioue oonferftnoee 
that it would be a1apler if ve had the one 
iuue but I oan ue the adnntase of haYing 
a 2-7ear note in the baok,round there in cate 
of eoae unexpected eituat1on. 
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Well, I ' •• gi•en it to Rou1e a rev a1nute1 
&CO and he' e soing t o tal k t o • halt • doaen 
people and then 111 how it r.e•. Be waan ' t 
thinking that W&7, but I 11 ed h1a th11 
que1tion: it tYeryth1nc ltayed - beoau•e be 
had no tiae to think about it, it wa1 new ­
what pr oportion or 1t would go into the 2"' 
He aaid about 70" . 
Oh, I don 't - I'd have to think that over. 
That eounde pretty high. 

Well, that vae hil f irlt bluth. Ot COUI'Ie 
it that wea cor rect , I ' d be delighted. 

Yea, that would be t ine. (Laughtl. 

But a f ter he hee talked to halt a dozen 
people he may r eel differently. 

I auapect he will, yeah. 

But anyway that'a the very l ateet and it you 
would be thinking about it ••• • • • 

Ve have a c~nterenoe with you at 2:30. 

Yeah, but i t you get any i deae, call •• 
between nov and 12:00 w111 you? 

Yee, I will . 

W111 you paee thie on t o Marriner? 

Right a¥&7. 

Let '• put it thia way: juet a1 eoon ae you 
tel lowe say you do or don't l ike it - on thil 
idea - give ae a ring. Bow' ll that be? 

That' a all right. 

So I can adJuet ay tiguree. 

I 111 do that. 

Thank you. 

• 

• 
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Operator: 
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W1lliaa 
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H.M.Jr: 
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B.k.Jr: 
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H.H.Jr: 

P: 

H.M.Jl': 

P: 

H.M. Jr: 

• robf'IIUW .-. lt'l. 
10101 •••• . 

Rollo. • 
Mr. Younc 1e 0111: ot 1:bo our t~n> a nlk: be'• 
i n norL4a. llr, Pad40ok, tho Yl .. ~014oD1:, 
will alt· 1t JGI&' d llko to talk " bla. • 

Paddook, P-a-d-d-o-o-k. 

0. I. • 

( F.R.B., Boeton) Good aorninc, Mr. looretarJ. 

Bow are 7ou! 

Firat rate, thank JOU . 

Mr. Paddock, on our retundinf • how do 70u and 
your ouet omere up there teel 

Well, we've talked it over with all ot them 
up here and I've never eeen euoh a variety ot 
opi ni on. Ot couree with the banke 1t depende 
upon what they have 1n theil'. porttolioe to 
quite an extent, but rq ovn view attor talking 
with ao et ot thn ie that eoaeth1111 aiddle 
tera probablY would ao beet. 

I~~ 

It lit want to reach dal in41•i4uale, wilT a 
lone-tore ot oouree with a better coupon rate 
would go. 

Uh-huh. What do JOU call aiddle tera. 

Well, 10, 15 Ja&re. 

I lie. 
Bello! 

But that'• what the oonoeneue ie. 

llello. 

That 1 
• what the7' re thinking about. 

• 
• 

• 

• 

• 

• 

• 

• 
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I think eo, after t alking wi th tb .. all . It'a 
pretty hard t o get any concenaua but I t h1nk 
more or t hem reel that way. 

Well nov let me t ell you how we're reeling 
here t his morning. We're thinking in terms 
ot a 2% bond from 7 to 9 years. We reel that 
would go all righ t but 1f during the time that 
the thing vas opened there ahould be eo~ethlng 
startl i ng l n Europe, I want sort or an extra 
anchor t o the windward, so we're thinking t or 
that purpose ot a 2-year , J/ 4s ot l% note. 

2-year, }/4s or 1%. 

Now I wonder it you could talk to some ot the 
people who own aoma or t hese bonds or no tes, 
you see. Do you know Wbeeany or t hem are? 

Why, I th1nk so. ' Or:;e ot the:n. 

And tir.d out i t t he ·~ how 
they ' d t eel a~~~t 1 t : I ' o 
interested 1n what per : :i 
nothing happena, I mean ~nys as 
£OOd as it is nov - what ~ercenta6e o f them 
woul d take t he 7-9-yaar bond and what percentage 
would go i nto t~ 2-yaar. See? 

I see. 

Bow does 1t striAe you - tirat bluah? 

Well, l e t's see. (Pause) I thlnk that might 
go - pr etty close. 

Pretty close? 

Let's see, 2 years- well, I think you can 
depend on th em here to go a l ong whatever you 
do. 

Yeah, I know, but I'd like to ••••• 

They are slow to expr ess any very definite 
op1n1on - any strong opi nion. They think your 
sour ces or 1ntormot1on down t here a re so muoh 
better than ours here that ;hey a.re aat1at1ed 
t o •.•.•• 
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r'tlllt' • ' A!'l'....-~; ~ ~ ,~ -...-. • ·~ .,., 
~ .L • ., • • • • • .' \ - • • 

. ' . . 

R.M.Jrl 

Operator: 

John 
81nola1r: 

H.M.Jr: 

9: 

H.M.Jr: 

9: 

R.M.Jr : 

H.K.Jr: 

9: 

H.K.Jr: 

9: 

Bello. 

reba,a&r~ M, 1,-1 
lOaM a.a. 

John linola1r. (r.a.B., Pb1ladelph1~). 

Ooo4 aorning, Mr. 8eoreur:r. 

Bello. Bow are JOU' 

Ob, t1ne, thank :rou. And :rou' 

I'a all right. 

Good. 

What are :rour people up there talking about 
on our refunding? 

Well, aaong \he PbJ.ladelpbJ.a banke there ie 
not auoh OYer about 3 aillion 2 of the Treaeurr 
bonde 1n that portfolio and not auob oYer - a 
little oYer }i million of tbe note eo on the 
pure refunding of vbat tbey 1 Ye got to refund, 
tbere ie not a YlrJ large aaount bare. Ot 
oour11 ao1t of tbe 1tlltf before :rour refunding 
date ueuall:r t1n4e it1 ve:r to Hew 1ork oo 
tbat 10 there'• not a large aaount bere. 

Yeab. 

Nov of oour1e a1 I eaid tbe otber daJ, there 

• 

11 a good deal of potential deaaod in Pb1la4elph1a 
tor long-tel'll b~1 but I don't tbJ.nk it 11 a1 
iaportant tbJ.1 t1ae beoau11 it 11 not a oalh 
111ue, :rou "'· How all of tbea ue tb1nk1nc / 
in tel'lle ot - aroiiJid our oelgbbol'hood the:r (I' I, 
don't like no tee Ylr"f auob. !beret ore, tho II 
wtlo baYa got t1ae bonde &J¥l tbe notu would 
ra\her MYa a bon~ and aoet of \Ilea would 
ratber baYa a longer bond, but tb17 would 
oone14er an 1oteraed1ate bond. 

What 4o :rou oall an 1ntal'lladiat•' 

Well, I'd ~ eoae11ben between '50 and ·~ 
aloac t1ae llnu we wen dieoueeing the other 
daJ, ud that would Mite 1t 1o tbe nala of 
et. 

• 
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R.M.Jr : 

S: 

H.M.Jr: 

S: 

!!.M.Jr: 

S: 

!!.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.Y.. J r: 

S· 

H.M.Jr: 

8: 

- 2 -

Yeah. 

Nov that'• about the beat Judgment. We've 
talked to the 8av1nge Funde, we've talked t o 
the 1nauranoe oo•pan1ee here and alto eome of 
the larger banke. 

Row widely scattered are tboee 16 m1ll1on? 

Well , I'd eay there are not more than about 
a half a dozen of t he banka. 

Well , t hen if I t old you wha t I bad 'i n mind 
thle morning ;rou could aound them out and 
eee bow ...... 

Very qu1 ckl:r ao. 

Well, this 1a what I'm thinking of; I' a 
thinking of a 7-9-year, 2. , and ae an extra 
anchor to t he v1ndvard in caee there vaa a 
blow-up in Europ e, a 2-year, }/~a of 1. note. 
Bee? 

Yeah. 

Now what I'd like to know it bow do the;r l1ke 
it an~ 1f cond1t1ona got no worae than they 
are today, what percent would go i nt o the 
bond and what percent would the;r put 1n the 
note. Tbat'e what I'd like t o know. 

Well, v~ find out that pretty well. 

Could ;you? 

Yeah. 

Nov do you have tel etype up there? 

No. 

But ;you have tel egraph. 

Yeah, we have telegraph. Well, we have the 
combination of t elet;y pe, ;yee. 
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8.11. Jr: 

8: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

- ) -
If roa ba•• 'ele\,e 1f roa'd 
Walb1nctoa 161, tbea I cat 1t 
JOD 4oD1t, JDit D \11 ...... 

Ill, I 111. 

' 11nd U 
41reot; 

111 oall naaber 11 WD1h1ncton 168. 

All right, tine. 

1D OD 
bu\ 1f 

Could JOU get •• eoaethinc ott before noont 

Ieah
1 

I" do ., b .. t t or _JOU on that. Row 
that e the 7 to 9-rear, 2~ bond with the 
pouible alternat1Te ot • 2-rear, 31~• note. 

'!'hat • • rigbt. 

I think tbe1r flret reaot1on ie tbeJ wouldn't 
like it ae well ae the loncer, but we'll find 
out what the reaction ie. 

No, the idea il we'A otter both. 

Yeah, I realhe that but I aean I think the 
7 to 9-rear bond wouldn't appeal to thea ae 
auob ae a longer bond would. '!'hat would be ra:t 
ott-hand reaotion to it, but we'll find out 
what \her 117. 

'!'hank 10U • 

Rigbt-o. 

. . 
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H.M.Jr: 

Operator: 

"-tthtW 
l'leaing: 

R.H.Jr : 

F: 

H.M.Jr : 

F: 

R.M. Jr : 

F: 

R.M.Jr: 

F: 

R.M.Jr: 

Hello. 

Pel11'U17 M, 1~1 
10: )5 a.a. 

Mr. Plea1a,. (F.a.a .• Olevelan4). 

Bello, Mr. 8eoretai'J. 

Bello. Mr. Fleaing? 

Yee, eir. 

Morgenthau.' Row are yout 

Firet rete, thank you. You're wellt 

I'• all right. Mr. Fleainc, bow do your 
people reel out there about tble retunc11ngt 

Well, tble holiday 1nterYening kind ot upeet 
thing• eo I wae not able to get in touch with 
eome or the people I would like to have 
talked to, but the onee I did talk to reel 
that about a 10 to 1)-year bond at 2t~. or 
it might be eplit eo that you have a )-year 
note et 1~. 

Yeah, Ieee • . Do you know how m&DJ ot the bonde 
and note• are held out theret 

I don ' t tblnk there ie ,.DJ ot thea out here. 
It'• bard to tell. You ••• we don't have 
analyeee ot that. 

Ve really ought to, oughtn't wet 

I tblnk we ehould have. It we had eoae way 
we could work out 10111 plan whereby the b&nke 
report to the Federal Reeerve Banke their hold1nge 
- previoue it m11ht help a lot when we 
coae around to a point li~e th1e and eepecially 
tor tuture tinanoinc. 

I tblnlt we'll have to do it on the next one 
in advance. 
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F: 

H.K .Jr: 

r: 

H.M.Jr: 

?: 

R.M.Jr : 

r: 

R.M.Jr: 

F: 

R.M.Jr: 

r : 

R.M.Jr: 

?: 

R.Y.. Jr: 

F: 

R.li.Jr: 

F: 

- 2 -

That aturt gn.Statea w law ton :rou know 
and •• abao1utelf loaa tbe plotura. 

Well, Mr. n•tn&, thla h what we're th1nlt1JI& 
ot thle aornln&: a 2-, 7 to 9-:rear bond an4 
1n oa11 eoaethin& 1n lllropa ebould go red1Gail:r 
wrong and we want anotber anohor, we were 
thinltlns ot a 2-:rear, 314e ot 1~. Beet 

Yeah. 

low, are t here an:r people that you oould trY 
\bat out on? ~· 

Yea. Tbat'e a 3/4~ on a 2-year. Yeah, I' ll 
try that out and aball I oall :rou or Dan? 

No, I'd like you to aend ae a telesram, it 
you don 1 t a1nd. 

I'll do 1t, yea. 

Do :rou have telet:rpe? 

Yeah. 

Well, m:r teletype call number ia 168. 

Yeah, a 7 to 9 and 3{4, 2-:rear. 

And you eee they' l l bave their choice. 

Yeah. 

What 1'• 1ntereated 1n 11 aay a aan owna aome, 
wbat percentage do you think would go 1nto 
the bond and wbat percentage would go 1nto 
the notet See? 

I eee. Well, I' ll aee wbat I can get on that 
and I'll wlre you then. 

Thank you. 

Yee, e1r. 
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H.M . .fr: 

Operator : 

HUgh 
Leaob: 

H.M.Jr: 

L: 

H.M.Jr: 

L: 

f!.H.Jr: 

L: 

R.M.Jr: 

H.!!.Jr: 

L: 

Bello. 

rebi'UI'J ", 1,-1 
10:,. a ••• 

Ill'. Leaob 1n JUoblloD4. (P.R. a.) 

Bello, Mr. Seoretary. 

Good aorning. Ill'. Leach, hau 10u got an7 
reaction to our propoeed refunding' 

The opinion runt IOaeth1ng like thi1, Mr. 
Secretar)'. I think the benk1 would rather 
baYe, aa tar at on1 i11ue 11 concerned, a 2% 
bond about a 7eara than an7thing elte. 

A 2% what? 

2% bond of about a )'tara. Tha)''d rather baYe a 
bond ot about that aatur1t7 than &n1 other one 
thing. The)' don 't want to go be)'Ond 10 or 11 
)'tare at aoet. • 

Yet. 

The opinion it general that the d1tterent1al 
between a taxable and a nontaxable bond would 
be about 1/4 ot a percent. Tht)' 1 re gueating 
ot course. Some ot thea think it would be a 
little bit aore but ae near at 1 can tell that 
ie about the beet gue••· 

Yeah. 

The)' all think that t here ought to be an option, 
that the iaeue 1• right good e1ae, and that 
thia 11 1ort ot a oritloal tlae - tirat tiae 
)'OU 1Ye gotten out a texable one - and the)' 
reali&e 1t will be d1tt1cult to prloe lt. Soae 
ot thea •uggut a 3-wa)' option but of couraa 
the)' all reoogn1u that that would be Yel')' 

d1tt1oul t to do. 

lCeah. 

47 

But eun though I think molt ot thea would 
want up around a 7eare, the)' do think there 
oucht to be an option and troa a bank atandpo1nt 
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H.M. Jr: 

L: 

R.N .Jr : 

L: 

H.M.Jr: 

L: 

H.M.Jr : 

L: 

H.M.Jr: 

L: 

- 2 

tbiJ ' d ratber ba•e 
II to 11 JN.l'e, \he 
tor about •t Jeare 

I eee. 

noehlnc - one to p b~ 
optlon would be a note -., 
at about 1 •• 

Mow al to Vbether the option would be that or 
would be a longer bond would eeea to depend 
on how theee thing• are held ae between ~anke 
and i neuranoe ooapaniee and I don't have auch 
intoraation on that u t o the countr, u a 
whole. Around here th17 eeea t o be held 
aoetlJ b7 the banka. 

I eee. 

Alec a good a&nJ people expreeeed the opi ni on 
that it JOU do tr7 a long bond that it ought 
not to be too long. 

48 

• 

Yeah. Well, that's ver7 intereet1ng. Now, let 
me tell JOU - we're not tar apart the W&J we're 
thinking th1e morning. We're thinking or getting 
out two : a bond and a note, the bond to be 2., 
7 to 9 71ara, and in oaae eometh1ng ehould go 
wrong 1n Europe ae a kind or an anchor to the 
windward, we're th1nk1ng ot a 2 7ear note w1th 
a 3/4• ot 1• coupon. 8••' 
Y11. 

Now what I'd 11ke t o know, 1r JOU could talk to 
eo .. ot JOur people, 11 ~do the7 l ike it 
and 1r t heJ own any or thlll what percentage 
would theJ put 1nto the bond alld what percentage 
1n \he note provided t he eitaat1on 41dn 1 t get 
anJ worse than 1t ie now. 

Yee. I 414n 1 t I&J a Vblle aco that eoae or thea, 
part1oularlJ • couple 1n Balt1aore, eucgeeted 
a 7/llthe note t~about) 71ar 1 or eo. 

D1d wbaU 

8oae or our people 1n Baltimore, I 414n1 t aent1on 
1t Juet now, euggeated a note - 7/ lltbl note t or 
ebowt ) Jeare, eo that'• oloeer e•en \ban the 
other one to what you'•• cot in a1nd. 
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a.M.Jr: 

L: 

a.M.Jr: 

L: 

K.M.Jr: 

L: 

H.M.Jr: 

L: 

ll.!o\ . Jr: 

L: 

H.M.Jr: 

L: 

H.M.Jr: 

L: 

R.M.Jl': 

L: 

H. M.Jr: 

L: 

- 3-

Vall, you'•• been oloaar thle morning, or we're 
oloeer to you, than anrbody I'•• talked to yet. 

I aee. 

You and the Treaaury are thinking mora alike 
than anybody we've talked to yet. 

Well, that's tine. I haven't checked w1th any 
other Dietriot eo I don't know what' s going on. 

But you've got the pioture and ae I say it the 
market etays th~ way it ie, it you oould get a 
reaction a• to what percentage would go into 
the bond and what peroantqa would go into 
the note •...• 

Yea, that'e 2~, 7 to 9, and a 2 year, 3/4e. 
Well, would you like t or me actually to talk 
to the people about itt 

Yee, and I'd like to get a reaction rrom 
I could not later than 12:00 o ' clock. 
got teletype in Riohmondt 

No , I have not. 

Well, have you got telegraph? 

Yea, I've got a privata wire. 

It you 'd eend aa a telegram on it. 

Vall, or oourae thie would be -you don't 
object to ita baing known around then what 
you ' re t1guring ont 

No, I don't object. I do not object. 

And you don't mind my calling people in 
Baltimore over the telephone. Ia that itt 

No, it' a all right. I' d like you to. 

And to tell them that thie ia what you are 
ooneidering and you'd like to have their 
reaction before you decide. 

That' a right. 

All right, air. 

49 
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I!.M.Jr : 

Opera t or: 

George J. 
Schaller: 

H. M.Jr : 

S: 

H.V. .Jr : 

S: 

H.M.Jr: 

S: 

H.!4.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

9: 

H.M.Jr: 

Rello. 

Fabru.J'1211, 1941 
11:0, a"M. 

Mr. Schaller in 0111 oago. 

Good morning, Mr. Secretary. 

How are you? 

Very well, thanlt you. 

Mr. Schaller, what do you hear out there 
about our propoeed refunding? 

Well, I've been making 
to keep in touch hare. 
Edmondeon's report. 

Yea. 

a 11 ttle inquiry trying 
or couree you've got 

I think the people out here would reel ravoreble 
to a double offering; that 1A, bonde and notee. 
Aa I get 1t about a 3 year note, 1~ would go all 
right. On the bonda there 11 a difference or 
op1n1on whether we ahould have a 25 year one 
or a 10 to 12. A 10 to 12 or courae the oon­
ceneue or op1n1on ie around 2l, that 1e with 
the nontazable feature removed. 

Yeah. 

Some or thea think that a ~ f or 25 yeare would 
go but I think they all rail a little aarer on 
the 10 to 12. 

Well, now what they like il a 10 to 12 

Not leaa than 2t. 
Uh-oh. 

They figure that they 'd be about 6/lOthe orr 
on account or the nontax~ble feature. 

And t hey'd like a note? 
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8: 

R.M. Jrt 

9: 

H.M. Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

B.II.Jr: 

S: 

H.II.Jr: 

S: 

H.M.Jr: 

S: 

- 2 -

A note vaa -.cuted at 3 JMU 1 •• 

I eee. tall ae th1a, ara thera manr ot theee 
bonde held out therft or notaat 

I don't bave betore me the tlruraa in our 
Dietriot. I oan have our aen in that departaant 
tall you in a tew minutae. 

No, I tell you, I'm soina to aek you to aend 
me a telegram &DJV&J •• • • • 

Wire the amount ot theee notea ••••• 

Bov much notea and bon4a they 've got out t here. 

That are called tor IC&rch 15th. AU. right, 
va'll do tbat ri.ght &v&J. 

Nov, thie 1e what we're thinking ot th1a 
morning; we're not terribly ~art. We're 
thinking ot a 7 to 9 year, 2' bond and, in 
oaee the war in Europe ehould get auoh woree 
to have another anchor out4 wa vere thinking 
ot a 2 year note with a Jl ot 1. coupon. 

Well, I believe that'• a little low. I believe 
the other year with the quarter on would go 
better. 

You think eo. 

Yea, I believe it would. The 3 rear, 1_. would 
take better I think. out in thia D1atrict, 
Mr. Secre t&r7. It 

Well, I tell JOU what I'd like JOU to do tor 
ae. Could 7ou call up aoae people vho have 
theae and tell thea that we're thinking ot 
th11 and get their reaction? 

You're thinking ot a 7 t o 9 at 21 and a 2 year 
at 3/~•. and aak thea hov the7 teel about it. 

And then could rou 1end •• a telegram not later 
than 12:00 o'clock rour tiaat 

OartainlJ. We'll go ri&ht at it and get it 
cleaned up tor rou ri&ht av&J. 
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II.M.Jr: 

8: 

K.M.Jr: 

S: 

H.M.Jr: 

8 : 

H.M.Jr: 

8: 

B.M.Jr: 

' 

- ' -
I 4on'' know whether JOU haYe teletJPe out 
there or DO\. It 7011 han telet7J1e, ., oaU 
nuaber 1e 168. 

168. 

Yea. That ooaea r1cht into ., ott1oe. 

All right. I'll aea wbat we'•e got here. 

But it JOU haYen1 t got teletJPe 1t JOU 14 een4 
it b7 telegraa. 

Wire. All rignt, we'll go right at it. 

But no t later than noon JOUr t1ae. 

Yee, all r1gbt. We 'll een4 it out r1gbt awa7. 

Thank JOU.. 

• 
• 

I • 

\ 

• 

• 

• 
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H.M.Jr: Bdlo. 

Operator: Mr. MoLarin, in Atlanta. 

w. s. 
MoLar1n, Jr.s Yee, e1r. MOLarin talk1nc. 

R.H.Jr: 

M: 

R.li.Jr: 

M: 

H.M.Jr: 

ll: 

H.M.Jr: 

II: 

R.IC.Jr : 

ll: 

R.M.Jr: 

• llorgenthau. Good aorninc. 

Good morning, dr. Bow .,.. fOil' • 
• 

Fine. kr. XoLarin, bow do tbe7 t .. f -1n JOIU' 
terrUQI'J about th1e retundlna. 

Well, I'•• talked with a nwaber ot people and 
tbe7 •••• tO baYe an idea that ratee on the 
new 1eeue lhollld be about 2-l/8 to 10 )'tare, 
2i to 12 7eare, 2t tor 25 - 20 to 25 1•are, 
and about 1• tor 5 7eare - notee. 

I eee. 

I think theJ 1re .look1ng after th .. eel••• rather 
than the TreaeiU'J Departaent h eugeettq· tho" 
tiruree tho\lih. I think theT'r• a little b1t 
high on thaa. 

Yeah. Ban JOU &nJ ideae ot JOUr ownt 

I think the rat .. that I quoted there are a 
11 ttle b1 t high, but theT want to take into 
conei4eration the taxable teati.IJ'e an4 I think 
we ought \0 t17 to proteot the freaeUI'J Depart­
aent on the rate a little bit and ••• bow the7 
take. 

I acree With JOil. Well, let •• tell JOil vbat 
we're thinking about th1e aorn1ng. We're 
thinking or ottering thea a oboioe ot two: 
a bond and a note, the bond would be 7 to 9 7eare 
with a 2• ooupon. 

I think that'• aaple rate. 

And the note would be a 2 Je&r with )/4e ot 1 •• 

• 
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!!.M.Jr: 

K: 

H.!I . Jr l 

H.M.Jr: 

II: 

H.K.Jr: 

• 
- 2 -

That'• Juet- about arline. That ' • a little bit 
lower tban our people 4own here want but I 
don't think )'OU ouaht \0 Ci'l'l thU What the)' 
want. 

Well, we were thinkina of the note Juet in 
caee eometh1ns went eour o•er in lurope While 
our ieeue wae open. You 111? 

That'e right. 

New what I'd like )'OU to do would be, if )'ou 
could get i n touch With eome of )'OUr people 
there that are intereeted in tb11 and tell 
them that the Trea1ur7 il thinking along theee 
linea and set their reaction, and then if 70u 
could eend me a telegram not later than noon 
7our time, I would appreciate it •err much. 

All right. That'• a bond 7 to 9 )'ear s , 2• 
and a note, 2 )'ears, )/~e. I'll do that, eir. 

And if you could get eome idea what percentage 
would go into the bond and what percentage 
would go into the note, it would be helpful 
to me if I could get a telegram from you. 

I'll do what I can on it. 

Thank )'OU eo much. 

You're welcome. 
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B.M.Jr: 

Operator: 

Wa. MoO. 
ll&rtln: 

B.M.Jr: 

II: 

B.M.Jr: 

II: 

H.M.Jr: 

N: 

B.M.Jr: 

N: 

B.M.Jr: 

N: 

H.M.Jr: 

M: 

H.M.Jr : 

a.uo. 
ICr. llutln 1D lt. L0111a. 

Ballo. 

Morsanthau· apaaklnc. 

'•brllarf ~. 1"1 11119 .... 

.. 

I'a avtull:r slad to hear troa :rou, ICr. Saoretar:r. 

Bov are 7011t 

rtrat rate. 

Bov do the:r teal out 1D lt. Lou1a about our 
retun41 n&' 

Well, •• tar aa I oan gat 1t, - rou aaan •• 
to vbe tbar there'd be not11 or bond at 

Y11. 

Well, the saneral 1.praaa1on I gat hera 11 
that a nota would not be &nJ too attraat1?a, 
that an 1nter.e41ate bond ot tro11 10 to l2 71&1'1, 
tuabla, 1118ht so all r1sht . '!her are YII'J auoh 
41aturbed o?ar the tu taatura; th17 don't know 
bov to taka 1 t. 

I •••· Val~ . Mr. Martin, th1a 11 what we're 
th1nlU.ns about th1a aom1nc. We're th1nk1ns 
ot ottar1ns thea a bond an4 a note: the bond 
would be 7 to 9 reare v1th a 2' ooupon, and 
the nota would be tor 2 rear a v1 th Y~• ot l' 
ooupon. 

3 71ara nota at 3/~a. 

No, 2 rear nota. 

2 71ar note at )/~a. 

Yea. Nov, tha 1dea behind 1t waa tb1a : 1t 
avar:rth1ns ata7ad quilt va think the 7 to 9 
711r bond would be all r1Kbt, but 1t the &N111 
atartad to mo?a 1n the Ba!ltana, va'd lUr.a an 
utra anchor to the v1ndti&J'd and that'• tdQ' n 
ware th1nk1ns or the nou. 
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)(: 

H.M. Jr: 

M: 

H.K.Jr: 

ll: 

H.M.Jr: 

M: 

H.M.Jr: 

K: 

H.M.Jr: 

M: 

- 2 -

r ... I set u. I thlnk ~t'1 ¥111. 

low what I'4 11ke :rou to 4o 1f :rou ooul4 woul4 
be to talk to 1oae of ;rol&l' people ture -
bankl or 11bon1r 1111 - an4 \Ill thea tbat 
th11 11 wllat w1' r1 th1nk1ns about, 11t tu1r 
r1aot1on, an4 1f :rou oou14 llft4 a1 a tlliiJOa8 
b7 noon :rour t1ae, I would appreo1ate 1t ••r:r 
auoh. 

Will, I'll be awtull;r fla4 to do 1t. low, I'•• 
been talking along a 1 ttle wa:r not along "thil 
11ne exactl:r, but the reaot1on i set on an 8 
:rear note 11 2 •• 

Well, tbat checke with ue. 

!'bat cbecke all right. !be)' uea to think 
tbat'll SO· Now on a 5 year note, tb17 eeea 
to think tbat 1t'l sot to b• rro• Tl athe to 
1.. On the 2 7ear note I juet don t know. 

Well, :rou a1ght talk it onr w1th 10111 ot the· 
people and you oan eay that 1e the way the 
freaeur:r 11 thinking and what 11 their reaot1on. 

Yee, I'll get it out right awa;r. I think our 
bond intoraation ohecke pretty well; it'e the 
note tbat I'm vorr1fd about. 

Good. 

I'll ~u1t V1re :rou ae 1oon ae I can set 1t 
and I 11 4o 1t b7 12:00 o'clock. 

!'bank JOU. 

All right. 
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• 

RE FIIUNCING 

Present: 

B.¥. Jr: 

White : 

H.lt.Jr: 

lbite: 

H.V.Jr: 

White : 

H.lf.Jr: 

White: 

Haaa: 

White: 

• 
• 

...... Bell 
Kr. lWller 
llr. White 
l(r. a... 
llr • lfurpi!J 
lira. nota • 

Pel>naa7 24, ltU 
Ua25 a.a. 

• 

• 

How are J'01l tall owe, are rou a till talldng · 
to each other? 

No, I think --

11ba t do JOU aeu, "'to"'! I a aid, • ire JOU 
talkinc to each other?" 

No, we juat atopped. 

But I uu, are r ou atlll triendlrt 

Oh ;rea, 71'· 

Got &DJ auggeat i one? 

Well, c11d Georce - did rou ba'f't a oh&Dce? 

lo, I 4idn't aee hl.a. 

Well, I a in OOIIPleh 'freeaent with 
their general &Dalr,ail, a their reo-•­
datloa that there be t• ienea, one abort 

• 

• 

• 

.. 
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R.V.Jr: 

White: 

R.V.Jr: 

• a. 

blllt ..a ou l .. or tera lnue. I also 
• 1a o.,bte qrttm at with thea u 
Hilll oppoeoi to a lna bona at th1a 
tmi. 'rht ODl7 polat ot dltterence thet 
tzlett la oat Wbloh I rtallr don't feel 
nrr coapehnt to stand out against their 
Yien - I th111k that the short tera issue 
could be f iTe eightha inateaa of three 
quarters and atill be good. That is the 
onlr point of difftNDot, ua tbat h a 
aiDor one. 

Ia that the oDlr point of difference? 

That is the oDlr point of difference. 

'loJIIlertul. 

58 

White: We are in agre.aent both aa to conclusions 
and as to the reasoning that lq behind it . 

H.ll. Jr: 

White: 

Either ~orge Haas la good or rou are 
weakening. (Laughter) 

No, I a stuck. 

Baas: Oh, I thought 70u had hia. I said, "I 
will let Harrr handle thet one h1uelt . • 
(Laughter) 

B.V.Jr: 

He.as: 

Whi te: 

H.V. Jr: 

lhat did rou aq? 

I uld I would let Harrr handle that one 
hiaatlf. I couldn't lose on that. 

Well, I a going to adalt George is good 
on that, beoauae that wa7 I am good, too, 
if I agree with h1a. 

Well, Mrs. Iloh hat a wonderful llugh 
oa •· I han been talking to all the 
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B.!l.Jr: 

Vihi te: 

Baaa: 

Mtite: 

B.J.f,Jr: 

Wbtte : 

- s -

presidents of the Federal Reeerre Banta 
thl.a 110rning, and I aaid, "You lmow, there 
l.a one aan that i1 reall 7 good, who 11 la 
Rlohllond. He agreu OOIIIpletelJ w1. th u. 
There 11 only one man that haa got &nJ idea 
of what it is about. EYerJ single one of 
them are still thinking about what the 
Federal Reserre said last Frl.daJ about a 
two and a quarter . You see, Pl.1er got 
that stuff out and there l.an' t a one that 
did aDJthlng on his own, and the onl7 
fellow that baa been doing an,th~ -
and he agrees with George and ae . • But 
that is l ntereatl.ng, HarrJ, when tbt7 figure 
that two and three quarters and JOU get up 
against those corporate bonde . lan ' t that 
interesting figuring? 

Yes. Of course, I think theJ are dead 
wrong on that long bond atutt aDJWI1• but 
I have never been in agreement with them 
eo there is no reason why I should be now. 

But juat on a aatheaat ical end. 

I understand they picked t wo and three 
quarters by a 7ear or soaething. 

The SecretarJ meant the big vari ations 
JOU get. 

Oh, I thought you were talking about so.e­
thing else . 

No, I was on the two and three quarters, 
so be oareful. I was riding tor that 
.-ule, and then I aaw it was impossible 
to price it . 

I think there is little doubt that all 
f inancial writers will pan JOU f rom one 

• 

• 
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• 

H.V.Jrs 

White: 

H.V. Jr: 

White : 

Bell: 

White: 

H.V.Jr: 

H.M.Jr: 

-" -
ellll te tU otMr 1l thq -­

Flprathel" 

Figaratl~el7 epeaklaa~- l4terall7 it will 
be 'IIOI'Ie thu a puml~~& if JOU doa•t ahow 
ao .. increase, whether or not it ia justi­
fied. 

So .. increase'? 

In rates. En n thoagh I thillk that JOU 

E
obablJ - J OU alght find theoretical 
atitication tor aot doiAg it, but I 
ink that JOU ha•e to be conae~ati~e. 

I don't get what the7 are goi~~g to pu Ilia 
tor. For not steppiDg out9 

I think JOU could find justification ttom 
e~er7 ~~~gle to han lower rates than a 
two ud three quartera, but I think that 
their reaction would be •ei'J unfa•orable. 

Well, that doeen't - I .. u, I woulan•t 
bother about that, but I jual.don't 111 
it on a statiatical baaia. !rere is the 
iaterest~ thllla. Theil bo7s did it 
purel7 on u actuarial aatheaatical b~a 
onr the weekend. Roaaa coaes aloff• 
I&JI, "I aa not i nterested, I aa o 
interested in the aone7 aarltet ,• and he7 
co.e practicallJ togethe~. 

Viarecorded telepho~e con~eraation with 
J(r. Rouse and Kr. Sproul.) 

You (BadleJ) are not 011 board 7et, are 
JOU? 

lo, I aa not . 

80 

• 
• 
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B.JC.Jrl 

Operator I 

Allan 
SpJ'Oul: 

8: 

B.JC.Jr: 

S: 

B.JC.Jr: 

8: 

Robert 
Rouee: 

• 

• 

R.M.Jr: 

htll n' •• 1,_ UIJO..._ 

llella. 

.... lprnl. 

Cloo4 IIOI'IWW. 

Ooo4 •l"'lllll· Bow aro rout 

r1ao. Bow aro rout 

I'a all l'lpt. Do rou want co \al.k or 4ooo 
llouoo waat to ..utt 

WoU, I \b1lllt wo'4 boUor lot h1a ..ut. Vo'Yo 
both booa oaa•aoola, ~ oltuatloa for ~ 
bn two hovo but be oaa uu roa tho otorr. 

W!_U1 _~f oao of rou wU1 talk to •• I'll •wre-••·· u. • 
, 

"•'•• prottr woll oaa•aooo4 theoo pooplo Chat 
•• aoaUoao4. r1ret I'll g:• rou ov on · 
ooaolualoa ~oh lo \hlo, t wo tool rou 
oaa 4o U wl."' oao1oflllo; tllaC h, a It of 
'50-52 or a ~ of ,._50, aa4 'IIJ aa4 larao 
tbe aarlloc ro~oll4o two heaoo. l'hor fool 
Chat • '"-50. ~ 'IIJ Ul4 lara• woul4 bo tbe 
Chla, tllat woal4 a'lloo,. tho tialll of tho 
ozob&Qio aa4 wou14 puC rou oo YOPJ I'IU'O poo11D4. 
21Mro l:lao booa a toa4onor partlJ booauoo of, 
I \blllll, a tool1aa UloJ hl•o Chat rou 4oa't 
_, • 2-Ylt but 1a aar OYOD\ u 1o • traae1 Uoa 
tr• a '2-].A w a 2t, 8114 a a.tlor of thea 
OYOD \hlnk that a 2t Of 1 5~-5 OP 1 ~57 AI a 
...b1aat1oa, Chat u 4olln t o-1t rou \0 aar 
loq-tol'll 14ft of ooU1q a rato, that U woul4 
'llo ro~4 •• a foolor an4 at111 a1aht bo woll 
t&lloa. •r aa4 larco thoro h no tooilng or a 
noo4 of a noto. 

I ooo. 
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R: 

H.M.Jr : 

R: 

H.M. Jr : 

R: 

R.M.Jr: 

R: 

B.M. J r: 

R: 

B.li.Jr: 

R: 

- 2-

In oan•a .. 1nc the otora oollar 14ea of a 
note, tbo general ozpreoolon of op1D1 .. woo 
that a '113=50, 2" would roprooont nrtloiont 
of a otora oellar, that 1f JOU ot111 wanted a 
note ao a otora a.llar that a l/4 note, 2 7earo 
vu aU riibt and would take oaro of aoot anJ 
oont1n.genoJ. Inn oou exprualone that a 1/2" 
note could be dono. 

f or 2 years? 

For 2 Jeare but that would be regarded ae bela& 
fairly tine. 

Rov about 5/Stho? 

Well , one oxpreealon of 5/Stho but bJ and 
l arge the7 d1dn 1 t ohow an1 1ntoreot i n the 
note, the7 thought the note urltot no in poor 
ehapt •DJV&7 and that it would be better lett 
elone it you poee1bl7 oould. 

Well, Route, let ae oak you th1t. Let'a say the 
market ot&)'l ao good ao it 11 toda)' until 
Thur1da7 night. Ba•e 7ou ohanged rour opini on 
ODJ •• to what the percontage would be that 
would go into the bond? 

• 
llo, oir. I th1nlt 1t 1t et &JI •• good •• it 1o 
now 1t would be at leaet 70~. It mi ght be higher. 

Nov let ' • 107 that theJ begin to urch in t he 
Balkane. Do the7 feel and do JOU teel - I'll 
put i t on JOU - that the two percent, the 2 Jear 
3/~1 would detinltelJ eee ue through no .. tter 
what happened i n luropot 

Yee, I do troa that baeie. It eoaeth1ng 
happened that vao dotln1tel7 putting ue into 
the war, that would bo another etoJ'1. 

No, I'a not th1nltlng along thoee linea. 

Ao tar ao anJ cont1ngeno7 that I can toreeee 
other than our being prooipitatod ouroelveo, 
a 3/4" note t or 2 7earo woul d bo aaplo otora 
coiiar. 
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!!.H. Jr : 

1\: 

H.M.Jr: 

Allan 
Sproul: 

1\: 

l!.K.Jr: 

S: 

H. M.Jr ; 

S: 

H.X.Jr: 

R: 

H.l!.Jr: 

R: 

H. M.Jr : 

- ' -
lo, I'• not thlnlt1nc 1n ur .. of our gett1nc 
ln the Wl' at all. . I'• thlnkln£ of eoatthlnc 
happening 1n 11ncapore, lan41nf 1n En&lan4, 
aarch on Balon11r.1 - tOMthinc 11r.e that. 

Sure. I thlnlr. a ll~- note of 2 Jeare froa 
that etan4po1nt 1e 1tora cellar. 

Well, are you or Mr. Sproul rea4J at 
tlae to aalr.e a flra recoamendationt 
lhttn1ngt 

I 'a here, yea. 

Re' e on the wire. 

Well, let'• aalr. Sproul. 

thlt 
h Sproul 

63 

Yea, we're rea4J to aalr.e a tlra recommendation. 
We would, a& Mr. Rouae eaid, do it with one 
laaue: a 2, '48-50 or a 2t , '50- 52. It you want 
to talr.e the ~arlr.et v1ewe into account and put 
a 3/4., 2 year note w1th the 2~ of '48-50, t hat 
would be a good package. 

It would be. Would you be enthueiaetic about 
lt? 

Yea, I'd be enthue1aet1o about it in the sense. 
tbBt it would go w1 thout queetion in 11'1 alnd. 

Jell, that's •.that' I want . I oan' t at th1e time 
tee the 2t. 
Well , 1n our op1n1on here we teel you'd get a 
definite eeconda.r'f aarlr.et deaand !or t he •48-50 
2., and that it the thing that you really need 
aoat. 

That's right. Well, now, are there any hidden 
bugs or any tr1olr.e that anybody can play on •• 
that I don't know about? 

I don't know of any. I thlnlr. we've had thea 
all tried. 

Who ie thle tallr.1ns now' 
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R: 

!U!. Jr: 

Jl : 

f!.M.Jr: 

S: 

H.Y..Jr: 

S: 

H. lLJr: 

S: 

R: 

IU!. Jr: 

- ~ -

Roue e. 

There are no tricka that aomebody could pl ay 
on me. 

I don ' t know or any that we haven ' t al r eady 
had to deal with. 

I aee. Well, as I say, I don't eee why I 
ehould go out t or the 2i at thia time. 

Now, this ie &proul. I don't eee why you 
ehould go out to the 2i either. The 2J ot 
'~IS-50 doe a t he Job and apparently does it 
better ao tar aa range and rate ie concerned. 
It you were going t o go out, then your con­
siderati on i s the longer bond with the higher 
coupon which might attrect the insurance 
companies and savings banks and which might 
f ix the rate t or long term fi nancing. Well 
now i n the present state or the market, I 
understand you don't want to do that and i t 
would be better t o have a teet or the mar ket 
before trying to do that. 

That's right. Now, I tell you, you may ge t 
some repercussions from the !1eld because I've 
talked to eight or t he bank preaidents •nd 
t old them that they could talk t o the banks, 
so your dealere ma)' be getting i nquiri es. 
You eee? 

Yee. 

And 1! you get anything I'd like to talk again 
at 2:15 if I could. 

Fine. We'll both be here. 

At 2:15. 

Right . 

Right. 

Tha.nk you. 

64 
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Jlurpby: 

H.M.Jr: 

Bell: 

l'urphy: 

H.!.! .Jr: 

Murphy: 

Whi te: 

Murphy: 

Hadley: 

H.M. Jr: 

.· -~ 
.l .:= 

- 5 -

This is a table that JOU asked for earlier 
in the day, Kr . Seoretar7. It shows you 
what the effect of Yarlous taxes would be 
on the three quarters note. 

Tbp three quarter is out . I don't see 
why we should pay more than two. 

That is a note. 

This is a short note, ),(r, Secretary. These 
are the tax-exemptions on the two year note. 
You asked for it earlier this morning, what 
would be the effect of Yarious taxes , and 
that shows the effect of tax exemptions all 
the way to 30 per cent, what the effect 
would be on the premium for the two-year 
note . 

There still is room enough, isn ' t there? 

65 

Oh yes , plenty of room. There would probably 
be room for a fi ve eighths, but I don't 
like the idea of weaving a basket with 
loose lattice work. If you are haviqg a 
basket, you might as well weave it pretty 
close . 

Five eighths would be weaving it close, 
would it? 

I would call it loose lattice work. If you 
held it up to the light, you might be able 
to see some light through it . 

After the experience we have had on the 
last t wo defense notes, we have got to use 
some generosity on this. 

Just use the word pail . We don't want 
any holes in the pail. You can always 
see light through a basket . 
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Well, thia is a pal l. 

Haas: i por celain pail . (Laughter ) 

Bell: 

i'ibite : 

H.li. Jr: 

\\hi te: 

H. !.1. Jr: 

I thi nk you haTe got to be a little mor e 
generous on the note, because after al l , 
the note is there for an anchor, and I 
think you can assume it isn' t going to be 
sweet at all unless we have some bad news. 

I think 7our general principle ia right. 
The onl1 place where we disagree is, I 
think half would be enough and five eighths 
ia gener ous. 

I hue been li Ting with thi s thing, but 
I waated to see whether you could sa7, 
-well now, Mr . Mo~enthau , you overlooked 
that thing there.• 

I 

No, as I indicated, the only dlfference 
I have is that one point, and that is 
minor as f ar as I am concerned. 

Well, I think that is all right. Thanks 
very much, Harry. And then if the rest -
well, Bell, you and I will start in again 
at 12:30, and the rest of you people come 
back at 2:15, please . 
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....... p.u ... .. fN'IUle .. l 1 

oa a 1~ ....,_, ~,... 'h &1117 •• 

A .. UM4 tax -..saw I holla'lll• 
rate Oil coupoa 71•14 llaele 1 ..... 1 .... !! 

~ .20 101-0) 

s .26 lOO.Jl 

12 • 29 • 100.29 

16 . )2 100. 27 

20 . }5 100.25 

24 .JS 100. zll 

30 .42 100.21 

t'roatur)' Dep&J't.e t, ,.,.......,. 211. 19111 
DiYleloa of ... earch aa4 Sta\letice • 

• • 
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John 
Peyton: 

!I.M.Jr: 

P: 

H.M.Jr : 

P: 

R.H.Jr : 

P· 

H.II.Jr: 

P· 

Pebnai'J 24, 1~1 
121)0 p ••• 

Bello, lb'. leoretal"J. 'l'b1e 1e Xr. Pe7ton 
of X1M...,OU.e. 

J16w are JOIIt 

I'• prettJ well - oold weather but I'• b&Jrlng 
up under 1t. 

Well, 1t 1 a 22 above here eo we're not eutterins 
tro• a heat wave. 

I've aade a oheok with our looal people here 
aa near17 aa I oould about thie otterins and 
I'll stve JOU in a seneral waJ wbat tbeJ ..,. 
It'• the oonoenaua of opinion ot the sroup 
that initiated here. !be7 1 ve aada var1oua 
d1 aulleat1ona. Perhapa the one that 

be the aon popular would be a 10 -
in 10 - 15 7ear bond whloh the7 

I don't think that anr ot thea 
what the dltterential abould be 

bonde ooae out between the 
nontaxable and the taxable bonda, but that ' • 
the •usseetion. Then one ot thea baa eusgeated 
that alons with that atsht be otterad a 5 year 
note at 1 to 1- l/8. 

I eee. 

Another aan •ussnted -a 10 year bond at 2i, 
and one aan would like t o aee a abort tiae 
iaeue tosether with a 22 to 25 year bond that 
aisht even run up to 2-)/4a. They all would 
rather have an inte~edlate bond troa 10 to 15 
yeare bearing a rate eoaeplaoe around they su••• 
2i to 2t and aoat of thea feel that you will 
probabl7 will want to taok a note onto 1t 
ADTWAY to aaeure youreelt ot tba iaaue. 

Yeab. 

I have alwara been ot the opinion and atill aa 
ayaelt al thoUih I dldn ' t hear it aant1oned aaons 
looal people eo auoh that aoae aethod ot putting 
the bonda into the eatety depoa1t box ot the 
1nveator rather than 1nto the banka 11 a deeirable 
tb1ng. 
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B.II.Jr: 

P: 

R.M.Jr: 

P: 

B.M.Jr: 

P: 

H.M.Jr: 

P: 

Y.M.Jr: 

P: 

R.II.Jr: 

P: 

H.II.Jr: 

P: 

H.lt.Jr: 

-I-

feU, I ..... wUil JW .. tllat. 

I uala& tllllt'• ,...,, ...aa tile eoaaeaeat ot 
WI DUU'lot. I woa1 t p l'to a lot of 
M .. U be-•e :rou tiOUldD 1 t be later .. ted ln 
u. 
Well, let •• tall :rou uale. !ble 11 wbat 
we're thlnkl~ about pren:r auob thle 
110rn1nc. We're tb.1nlt1q ot otterlnc tb. .. 
a bond and a note - a 7 to 9 :rear bond w1 tb. 
a 2~ ooupon. 

• 

Yee, I th1nk that would co all rlpt. 

And then 1n oaee eoaethlnc ahould blow up 1n 
lul'ope we're 1ihlnk1nc ot a 2 :raar note wltb. a 
314• ot 1~ ooupon. 

Well, that 9ught to CO· I ooul4n 1t •rcu• with 
that. I think fOU 1 '11 pt JOUI' rate jUit about 
ae low ae :rou'd want 1t under preeent condltlone, 
don't :rout 

Well, that 11 what WI thlnlt. Row I tell JOU 
what I'd llke :routo do. I'd 11ke :rcu to talk 
to eoae ot the people wbo bold eoae ot tb.eae 
or ba•• an 1ntereet 1n tb. .. , :rou eee, and 
oould :rou get ae ott a telecraa b7 noon, :rour 
t~•' 
Yet, IUI'Ilf. I'll ti'J. tbat 1 1 OnlJ 25 
alnutee but I'll clo a:r ben. 

Unt11 noon, :rour t1aet 

Yeah. !5 alnutee to 12:00. It'• 25 alnutee 
to 12:00 here. 

Oh, well, 1•11 g1•• :rou unt11 ••••• 

01'11 •• untU 1:00 I su•••· 
• 

I'll g1•• :rou unt11 l o'olook. 

All4 I'll do ~ b .. t I oan tor :rou, Jir. horetai'J. 

And I'• parUoularl:r 1nter .. te4 1n What 

• 
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PI 

H.M.Jr: 

P: 

-)-

peroeotap -.lcl 10 law .. liNt u1 Wllat 
peroeDtap -.lcl 10 law U.. Dote. 

We'll '1'1 aDcl Mke a .arYOJ Jun •• tan •• 
•• oan. 

Xou'r• wel-e. 
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George H. 
I!Aa1l ton: 

H.M.Jr: 

H: 

H. K.Jr: 

H: 

R. K.Jr: 

R: 

H.M.Jr: 

H: 

H.M.Jr: 

B: 

''br~Ja1'7 24' l~l 
Ut)6 P·•• 

Hello. 
• • 

Row do )'Oil do. 

Prett7 good. 

Row do the)' feel out there on thie refunding, 
llr. Hu1lton? 

On tb1e propoeed offering? 

Itt. 

• 

Well, we'•e ooneul tt4 a nuaber of banlte around 
the D1etriot and I think their tirat oboioe 
would be a 7 to 15 J•ar interae41ate bond, 
rate ranging troa 2t to 2-3/~•• - the bulk ot 
tb• 2t, aoae of th• on 7 to 10 )'tar bonde 
2i, 2t on 10 to 12 and 2-)14• 10 to 15. !be 
next ohoioe would be a 5 )'tar note at 1 •. 
two I belie•• euggaeted a 7/8•• rate and one 
went oYer to about li. Long tera bond ie tiret 
oboioe at about an •••rae• ot 2-3/4.. !be)' 
ranc.e troa 2t' to ,., tile bulk of th• being 
2-:Y••· 

· Yeah. Well, now Ill'. Raailton, let •• tell )'ou 
along wbat l1Dee we're thinking tb1e aorning. 
We • re tb1Dk1gs ot otterina a note and a bond. 
!be note would be tor 2 )'tare and would P'7 
)/4e ot 1• intereet, an4 the bond would be troa 
7 to 9 )'tart and p17 2. intereet. 

Yaab. Well, I think tbet would be nl')' 
aooeptable. Probabl7 the oboioe ot the larger 
banlte would be the note. !be)' are barel)' 
.. intaining their ebort .. turit)' poeition and 
I think a 2• would be all rigbt. 

Well, it would be belptul to ae it JOU oould 
eplak to eoaa of the banke, tell tbea tbat'e 
the ft)' we feel, and oould )'Oil get ae ott a 
telecraa b)' noon )'Our tiae? 

GiYe )'OU a telagr ..... . . 

?1 
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t.II.Jr: 

1: 

R.II. Jr: 

8: 

il. ll. Jr : 

8: 

B.M.Jr: 

8: 

B.M.Jr: 

-I-

tr.-=•·;;.o;r. ~· ,.N'~ 
a 1 tolo at 2 nat. 

7 ",. 
7 'o 9'· Well, I'll 1ft a tel ...... fltt w Jfla. ,heft. 
Jlcnr 1f 7011 ••••. '•l•'fPet .. ..... '•lttne 
r1P' 1D ., otf1ee beN. '' 1 aliiiHr 161. 
WalhlDC'Oil. 

teah, well .. •••· 

It JOU111 Hll4 U P 11118MI" 161 Ulell I II' 
1 t nob q111Ciker tball b7 ''liJI'apb. 

All r1p,, we'll 4o 'bU. 

'!'bank J OU. 

• 

• 

• 

• 
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B.M.Jr: 

Operator: 

Arthur 
Pul'Y111 

B.M.Jr : 

P: 

H.M.Jr: 

P: 

B.M.J r: 

P: 

R.K.Jr: 

P: 

H.M.Jr: 

P: 

Bello. 

Mr. J'uryU. 

'·~ "· 1~1 121~ p. a. 

Ben17, Arthur apeuinc. Arter thr" 1'117 
lo1'el7 4&7• I'u been oalled beck and I'• 
"'17 anx1oua if I oould to unottioiall7 eee 
rou with a Yiew to aettl1ng eoaetb1ng in 
regard to tbia afternoon'• intel'1'iew that 
U7 be 1'117 1'1 tal. It would take about ten 
ainutee I tear. 

I eee. Well, tb17 1re ooaing in at 4:}0. 

Yea, and wbat we reall7 - after rou 1 1'e beard 
what I want to aar, I th1nlt rou .. 7 want to 
put it ott and therefore 1f I oould Juet ••• 
rou tor ten ainutea •• ••• 

Well, Arthur, toda7 I'm trying to do a 
ref unding. We're in the aidet of our tinanoing. 

I aee. Well, if thia waen ' t - th11 would 
probabl7 get rid of the neoeaeity t or the 
talk th1a afternoon ao there'd be that UOIIDt, 
Ben17, gained. I'• aorrr to trouble rou but 
1t reall7 11 1'ital and I think )"ou'll agree 
the ainute I ta.llt about it. 

Well, 1t 111 be eoaet1aa between 3 and 4:00. 
Will rou be in rour offioet 

lee, and I ' ll aelt the Aabeeeador t o bold 
b1aeelt • .• • • • 

Oh, I don't think rou oan do that. Ko, no. 

You ha1'en't got ten ainutee now I auppoae. 

Ko , I'• r i ght up to at eare. 

Well, I oan aelt bia beoauee I'a lunoh1ng with 
bia and I ha1'e no teelinc about it at al l. Be 
ltnowe I'a oallinc rou. You eee. 
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B.II.Jr: 

P: 

B.M .Jr: 

P: 

B.II.Jr: 

P: 

H,M.Jr: 

P: 

R.M.Jr: 

P: 

H.M. Jr: 

P: 

-2-

I c11111'' know ..... , U'e all a'boa' ba' ••••• 

h 1 1 pi'IUJ' Yl~, Jleu7, aa4 uaUbllll *' 
I ~ h qlll\e 111 •-1'4 wl~ ..... , :rou14 
.... ,. O~I'Wl .. , I 110111.4111 t PNII U. 

'lftll, 114 Ntber tbat •• tar 11 I'• ooaoll'U4 
:ro• 41411' t .a:r •lllWnc to b1a unU1 I bear 
about lt. ~ 

'lftll , nov, Reiii'J', :rou11'1 putt1ac a1 111 • 
pl'lttJ ba4 apot lt I oan1 t jUit 00\11 OYII', 
fbi 4101110n will ltlll 111 V1tb J'OU •••• • 

lo, no. I 1a SOllie to HI J'OU b1tv11n 3 aD4 .:00. 

All l'lgbt. 

lo, I v1ll 111 70u. 

Ob. tba t I • IJ'Ind. 

llo, I Jutt aeant I 414n1 t want to put tb1 
Allball&4ol' ott. 

All r1gbt. !bat v1ll be t1ne. We oan tt1ll do 
lt. Be von' t etart unt1l quarter put an;rva:r. 

I'll 111 :rou between 3 an4 • :oo. 
!bat 1 I IJ'III4. !bank JOU YII'J' \IUob, Bfti'J' • 
lo IOI'I'J' to botbtl' JOU. 
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H.M.Jr: 

Operator: 

Robert 
Oil bert: 

H.M.Jr: 

0: 

H.II.Jr: 

0• 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

Bello. 

Robert Gllbert of Dallae. 

Hello, Mr. Morgenthau. !ble le Gilbert at Dallae. 

Bello, Mr. Gllbert. Row do tha7 feel about 
our refunding? 

Well, of oouree there 11 a great deal of 
lntereet ln 1t, Mr. Morgenthau. The taot that 
1t 1a the t1rat new 1aaue ot taxable bonde 1e 
oaua1ng a good deal ot talk and co-ant. 'lila 
aoat ot the banka that I'•• talked to - I've 
been able to oontaot larger banka - haYe 
1nd1oated a preference tor an 1nter.ed1ate 
bond aaJ around 10 or 12 Jeara. Now on the 
baa1e ot expected 1noreaae 1n tax rate and 
1noreaae 1n the aaount ot goYernaent debt 
outetandlng thoae tellowr, when I'•• aelted thea 
what rate th17 thought woul d have to appl7, 
have 1nd1oated about 2-3/4• to 2-7/8a. I 
th1nlt poee1blJ the7 ma7 have OYerloolted the 
l1ltel1hood ot theee tax exeapt outatandlng 
1noreaa1ng ln Yalue and l owering 1D J1eld. 

Yeah. Well, let ae tell 7ou what we're 
th1nlt1ng about and t hen I thought JOU alght 
ta.1k 1t over wl th eoae ot JOU r banke and then 
eend ae a telegraa bJ noon J Our tlae lt JOU 
would. Do JOU haYe telet1P•' 

Yea we do. 

Well, ar nuaber here 11 168 on the teletJPt. 

Telet1P• 168. 

Yee. Now, we're th1nlt1ng ot two leeuee: a 2~ 
bond, 7 to 9 Jeare and a 2-Jear note, J/4e ot 1~. 
Now the ldea ot the note le ln oaee eomethlng 
ebould blow up ln Europe wbJ we'd han that to 
lt1nd ot tall baolt on, but we ltlnd of hope that 
aoet ner,bod7 wlll take the bond. 

Yea. 
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R.M.Jr: 

G: 

I!.M. Jr: 

G: 

R.M.Jr: 

G: 

H.M.Jr: 

G: 

H.li.Jr: 

G: 

H.M.Jr: 

0: 

- 2-

low. 111 "'"''• h JfiV people, 1t JOU oould 
t1D4 o•t wbat peroeatece of ~- would 10 h 
~bond U4 'llbat peroentqe would 10 to ~ 
note p1'0Ylcle4 tbat ~e ul'iet •"'J• about ~ 
.., 1' 1• •••••• 

Iee, l aee. Now of oourae the7 are 1 .. ed1atel7 
1o1nc to aak ae on a 7 to 9 Jear bond, 2• -
w1th the taz 4eduot1on that wouldn't J1eld but 
about l .4o. !bat'• a l1ttle b1t lower than 
tbe 7 JMI' bonda tbat are now out. 

We t1guree on a 1.70 bae1a. 

I eee. 

l. 7l on tbe bond and on the note • }2. 

I aee . I tell J Ou, Mr. 8eoret&rJ, aoae or 
banka I .. , Tei'J tew and one ot t he large 
1neuranoe oo~nlea ot OOIII'ee 1nd1cated a 
preterenoe tor a long-tera bond. 

.. 
the 

Yeah, well, we aa7 get there 1n the not too 
d1etant tutlll'e but th1e 11 Juat a retund1ng 
and •1 trouble 11 eY&I'JbOdJ around here baa 
tr1ed to t1gure a 2-~~- bond and none ot ua 
oan t1gure lt. !bat • our trouble and tbe 
Fedel'&l Reeei'YI ln New York baa the ... , ti'Ouble 
that we do. The7 1a7 1t 11 next to 1~oae1ble 
to t1gure tbat at preaent . 

Well, ot oourae lt 11 - the unoerta1nt7 aa t o 
the tax rate and ao t ortb. 

Well , theJ don 't know Juat Where 1t ahould tall 
ao that'• WbJ we're be1nc on the oonaei'Yat1•e 
alde. 

tee I eee. !be th1ng rllht now then 1e that 
J OUid llke to ha•e the1r reaotlon to a 7-9-Je&r 
2' bond and a 3/~'· 2-Jear note. 

!bat' a r1gbt, and 1t JOU oould get •• ott a 
aeaaage not later than noon JOUI' tlae ••• • • 

Iea. Yell, lt ' e 5 a1nutel t o 12:00 here now. 
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!I.K.Jr: 

G: 

H.M.Jr: 

G: 

H. M.Jr: 

G: 

K. K.Jr: 

G: 

H.Y. .Jr: 

G: 

H.K.Jr: 

G: 

- 3-

What? Well, aake i t 1:00. 

Yee. That'll give me a little more t i a e t o 
contact aome ot theae benke. 

Oh, I ' m eorr r. I' m mixed up on mr time. I 
t hought there wae 2 houre difference. 

No, juet one hour. 

Well, I 'll give you 2 houre - 2 houre. 

All right , that'll be about 2 o 'clock then. 

Yea, it'll be 2 o'clock our time, 1 o ' clock 
Jour e. 

That ' s right. 

which I 1 m v·ery much interest ed 
in, on e that the market etare the wa1 
it 18 tooia:lr. t per centage would go into a 
bond and INitar•centage would go i nt o a note? 

Yee. i mportance or that . 

Well , I ' ll try m1 beet to get eome inf or mation 
along that 11ne and w111 wire you bf 1 o ' clock 
our t1me. 

Thank you. 

All right, Mr. Morgenthau. 
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I 

R.H.Jr: 

Marr1ner 
&cole a: 

R.M.Jr: 

£: 

R.M.Jr: 

E: 

R.M.Jr: 

Hello, llarr1Der. 

Hen17, I got JOW' aen&Je troa Ronald and I'd 
like to report ., Yieva and anal71i1 ot the 
thine ae I eee it up to thie time. 

Go ahead, pleaee. 

I would not pereonall7 taYor a note. I 
don't think it ie neoeeea17 and I think we 1 Ye 
got to make up our a.1n4 to - OYer tbe next taw 
7eare - ignore a lot ot tbeee or1eee beoa~ee 
we 're likel7 to haYe one thing atter enotber 
and ve'Ye got to be like tbe 8r1t1eh and -e'Ye 
Juat got to go on and atter all tbe oontrol ot 
the thing I think ie prett7 well in the hande 
ot the treaaW'J and the red. aDJVaJ. 

Well, that'• rid1ouloue. How are we going 
to make thearetund? 

Well, I don't mean that JOU can make thea 
refund, not l n that eenee. I don't think it 
ie a queetion ot a ooapuleion at all, but 
I think in the queetion ot their own lntereete 
they would retund. I oan 1 t im.,1ne thea doing 
otherwise. ·It'• Juet a quut1on ot givlng 
tbea eoaetblng, ot oouree1 that's fair and 
fair to th... Now, I don t think that the 
note ie neceeearJ. I would euggeet, pereon&llJ , 
tbe '49-51 , 2~. A '~50 hae been euggeeted; 
it eeeae to ae that that ie a llttle bit 
higher prioed than it - I mean lower priced 
than it neede to be. It giYII aore than ie 
neceuar7. On the '49-51, allonnc tor 314 -
I mean 213• ot the tax equivalent on a 24"~ 
tax baeie - it it wae on a 30~ it would eYen 
be aore favorable - it would Jleld . l!l and 
i t would eell at lOlt . The premium would be lt 
pointe. 

Are -JOU figuring on a 16 or 20~ tax baeie? 

I .. figuring on a 24~, the preeent oorporation 
tax. Nov it i t vae on a JO~ tax, vb1oh a, lot 
ot thea are figuring, 1t would eun be more 
tanrable. 
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a. M.Jr : 

£: 

H.M .Jr: 

E: 

H.l! .Jr : 

£: 

H.H.Jr: 

E: 

H.M.Jr: 

E• 

H.M.Jr: 

E: 

B.l!. Jr : 

!:: 

H.l!.Jr: 

E: 

H. M.Jr: 

E: 

- 2 -

'lieU, we tigut'e the '48-50 on a ~ would 
••11 at 100.1. 

A '411-50 on a tull 24. Yeah, that'• right. 
I'm thinking on a J/4a. 

That's 20. 

Yeah. Here'• what the '49-51 t igurea on a 
tull tax equiYalent: it would aell tor loot, 
it it adJueted to tbe tull tax equi•alent. 

'lfell, you're figuring '~9. Wait a a1nute, 
I ' •e got the '49-51. On the full equ1Yalent 

Just slightly oYer par. 

No, on tbe '49-51 20~ tax, we figure 1t would 
go below par - 24, that much more below par. 

Well, no, 24 would bring 1t higher. 

On a tax? 

No, that's right. 

On a 20~ tax '49-51 ou.r boya figure that it 
would eell below par . 

• 
You mean in today 1 s market? 

Yeah. 

Wel l , by golly, there'• aometh1ng wrong with 
either your boys or our boya 

Well, I think we're together in our tigur1Ag 
with New Yorlt. Do 16~, ' 49-51, . 09. Now that'• 
too cloae. 100.09. 

And I've got lOlt on the ' 49-51. 

We're way ott . 

We certainly are. Ot courae it thoae t igurea 
that you baYe are right and theae are wrong, 
then you 1d haYa to have a ' 411-50. 
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!I.!I.Jr: 

E: 

H.H.Jr: 

E: 

H.K. Jr: 

i:: 

H.M.Jr: 

E: 

H.l!.Jr: 

£: 

H. H.Jr: 

£· 

• 

- 3 -

Well, would you do th.U to be helpful to you 
and me? Let P1eer contact Baaa who baa dona 
th1e, you see? 

I'll have him do that immediately, and eee 
. what the ditterence ia on thia. 

We've had our Treaaury actuary go over all 
theae. 

Yea. Well , or courae, the pricing ia every­
thing. 

It ie, but betore we take aaoh other 's time 
let ' s eee whether P1aer and Haas can't get 
together between now and 2:15. 

Then there wae another thing. It there waa 
going to be t wo 1eeuee - I've been thinking 
ot it qui te a bit over the weekend and I reel 
that 2-J/4e would be a miete.lte. 

J agree with you. We're together there. 

Not only beoauae or the pricing but to put 
out that high a rate on a retundlng at thie 
tlme would seem to me to eetabllah 1t too 
high. 

Sorry, my White Houee phone - I think 1t 1 a 
the President. 

Well, then I' ll see you at 2:JO. 

Right. I'm sorry. 

That's all right. 
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SWiner 
Welln: 

II.M.Jr: 

W: 

H.M.Jr: 

w: 

l!.M. Jr: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

H.M. Jr: 

W: 

H.M.Jr: 

.. 

• 

Bello, BeDJ'7. Bow are JOUt 

au.ner, I'• all r1gbt. Bow are 7out 

F1ne, thank a. 

!hh IHJ be a a111J qu .. uon, but I 'a go inc 
to tr, to retund a little oYer • billion, 200 • 
a1111on !un4aJ, We4nn4aJ and !hure4aJ and 
would JOU oare to aake a gueu ae to wb.ether 
ai!J'thlnf out ot the ordinar7 vu going to 
happen n J:woope. I aean, I know 1t' e a Yer, 
41tticult queetion •••• • 

r or vhat gueeeee are ~rth, Benr,, I ehould 
eay not. 

Nothing. Bov about the rar East? 

Vell, I have that 1n mind, or couree. 

In other words, JOU don't knov anything that 

No, I don't knov anJthlng at thle eoaent, 
but JOU and I would hardly be able I think 
to oonetitute oureel•e• prophete in thla 
preeent vorld. 

That 1 e rlgbt but I van ted •.•••• 

I'm g1•ing JOU the beet Judgaent I oan at 
thle aoment. 

That's all I oan aek t or. 

All right. 

Thank JOU, 
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!!.IL J r: 

Opera t or: 

Hello. 

February 24, 1941 
2:00 p.m. 

Mr. Day. (r.R. B. in San Francieco) 

\Ia~ . A. Day: Yea. 

H . ~ .Jr: Morgenthau speaking. 

D: Good morning, Mr. Secretary. 

li.IL Jr : 

D: 

f! . l!.Jr: 

D: 

H. M.Jr : 

D· 

H. I!. J r: 

D: 

H.l!.Jr : 

D: 

Hov are you? Mr. Day, have you hade chance 
to talk with t he banke or ineurance companies 
hov they reel about th1e refunding? 

Yea. 

I ' d like to get your impreeaione please. 

All right. We received your vires end vent 
out on the basie ot t he wires to the insurance 
companies and t o the banke. 

Could you talk e little l ouder? 

I. say ve received your telegrams and on the 
basis ot t he inquiry we went out to the benka 
and to the insurance companies. 

And what reaction d i d you get? 

The reaction that we got vas trom the 
commercial banks - trom t he commercial banks 
they were in tavor ot a shorter S to 10 year 
a~aturity and in the eavinge banka as in the 
i nsurance companies t or a maturity up to say 
20 year~. 

I eee. 

They were interested in those. Now in the 
coa~mercial banks there are two groupe: one 
who handles only short-time ieauee and another 
who have their portfolios so arranged that 
they take long-term leeuee. Nov those are 
about the three categories into which the 
thing has developed. 
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a.l!.Jr : 

D: 

l! . !! .Jr : 

D: 

H. li. Jr: 

D: 

!! . !!.Jr: 

D: 

R.l!.Jr: 

D: 

H.li.Jr: 

- 2 -

I eee. 

We aaked them what they would be intereated 
in, what would intereat the• aa to ratea and 
ot oouree the !ell ova in the market - thoe e 
in the group or the lhort-term 8 or 10 year1 
1poke ot a 2~ rate, and i n the long-time 
2-3/~a. That was the expre11ion ot their 
opi nion. 

'~ell, th1a i a what we 1 re thinking or doing. 
We're thinking o! giving them a ohoioe o! 
two iasuee: a bond and a note and we' re 
thinking 1n term• or a 7 to 9 year 2~. 

7 to 9 year, 2~ bond. 

Yea, and 
coupon. 
them out 

a 2 year note w1th a 
Now how do JOU th1nk 
there? 

3/4e ot 1~ 
the t would h1 t 

I th1nk that the bond will h1t them very well . 
We could not develop any large interest out here 
1n more ehort-t1me notal. 

Well, the purpose, Mr. Day, ot the note 1e 
simply in case there ahould be some be some 
very bad tore1gn new1. I would hope that they 
wouldn't take it, you aee. 

You'd hope that they would no t take it. 

Yea, but 1n case there val 1ome very bad 
tore1gn neva it would be there aa a eort or 
abohor to the windward, and that was the idea 
or the note. 

Now ia there r eal opposition to a longer term 
bond thr ough attempts to tlnd the market? 

Well, the trouble is thla: we tind 1t very, 
very d1t!icul t to pri ce 1t at th1s time. That's 
the trouble, and there 11 auch a d1t!erenoe or 
op1ni on as to how to price it that we t hought 
we 'd start on the more oon1ervative and aborter 
and 1! we met with euooe1a there wh7 then we 'll 
be back 1n the market again very eoon tor new 
mone1 and then it we were auooeeetul we oould 
go out a 11ttle_bit longer. 
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0: 

H.M.Jr: 

0: 

H .~.Jr: 

D: 

H. M.Jr: 

- ' -
Al l r1ght, but I woa4er eo•et1••• 1t rou'r• 
not so1n& to run lnto tbat oont1nuoue doubt 
u to the lona-ter. 11tuat1on \e Hoh 
neoeeeltJ oo••• up tor a4Juet8ent or tor 
ueue. 

Well, ot oouree ••'•• had oontlnuoue orleee -
one after the other. 

£xaotl7 what I •ean. 

Well, thank 7ou anywaJ. 

That' • about all that I can tell 7ou. 

Thank J OU . 

-
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RE FINANCING 

Present: 

H.li.Jr: 

&as: 

B.ll.Jr: 

• 
Ha&e: 

Hadley: 

H.M.Jr: 

Hadley: 

.. '•!mw7 l'A, lMl. 
2sl& P••• 

)fro. J one a 
Jlo. llu.a 
lfr.Bell 
.lfro.Jlarp)q 
lfr.i&dlq 
lfr. SS1J10Ulc 
.lfro. Ranaoa 
Jlo. Eccles 
)fro. Golaemreher 
lfr. Piaer 
.lfro. Purcell 

\ 
• 

• 
• 

• • 

I thought I told JOU to carrr Piaer on this. 

We~in:e should han started it ear]J' this 
110 • . 
Well, he calla • up and I eent hia onr IV' 
eheet. You were outi and I couldn't get JOU• 
But it aakea it ao d ttioult it JOU don't 
carr, - how about !lew York, han JOU been 
carr,ing tha'l 

!he lew York b&nlt? We haven't been contacting 
tha ordinarilJ', .lfro. Secretarr. 

I do that. 

You do that? How are thq on this? 

Our rates are prett, ~mch the ,..,_ 

• 
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H.!.!. Jr: 

Hadl ey: 

!m'pby: 

H.!.!. Jr: 

Haas : 

H. !.!. Jr: 

Haas: 

!61rpby: 

H.lJ.Jr : 

l.brpby: 

- 2 -

Well, t hat is it . Eccles c&lls me up and 
eve17thing. Have ;rout he quota sheet for 
me? 

Surely. 

Surely. 

Well, do you know whether Piser and you are 
together. 

I knOll' why we are not the same. He takes 
a series of optimistic assumptions. 

But there i a such a terrific difference. I 
thought on a mathematical basis. 

after you make the first 

The difference Piser and ourselves is 

86 

not the tax exemption. He makes a more conser­
vative assumption, but our reasons are differ­
ent. You might say Piser and us are in abso-
lute agreement as to w by we are just in di sa­
greement . We see exactly what the difference 
is . There are some issues which are suvposedly 
out of line. For examrle, there is an ~ssue right 
at the verr date at wh~ch we propose to put this 
one which 1s selling at a yield of 151. 

But listen, don't take up rtq time, God damn 
it , trying to tell me what is the matter with 
Piser. That is you.r job, George. And then 
it comes from Eccles to me - so I don't wear 
mysel f out listening to Eccles. 

He still thinks he is right, but we haven' t 
persuaded him, but we have come to a complete 
agreement as to why we differ; so the issue 

.: 
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H.ll. Jr: 

Mu'ph1: 

_,_ 
• 

11 rather olevq pl' .. otlll tor fOil to ..U 
the tlJI&l iadalca .. to what k1D4 of de­
olalon 70U ... t to .ate. 

Boll it dowa, Jiem7, ooae on, what ue the 
dltteraoeat 

, 

Pl11r baa o..ipn.a different laau .. which 1w 
oonaidera to be the .oat repreaentatiTe 
iaauea. He baa ignored the reat of the .arket 
and he baa drum a line through thoae t1Te 
issues. OD. the other hand, we han taken 
what 11 IU!C!f: to be a .ore 0Gnlell"ftt1Te 
baaia ot t either the curre that ia 
drum to all t iuuea or baue1 'llhloh are 
1ell!u abon - that la, abon the 71t!fj 
below In prioe, that curre when tbq t 
near to our point. We ue told that we should 
ignore tho11 poinh beoau11 thq are out ot 
llne1 but how do 7ou know the new iaaue llight 
not De out ot line. Bow1 to o? .. direotl1 
to the heue, tor a llar0!1,1948, oall date, 
Pieer reokona the rield OD a putiallr tax­
txtlllpt eeourit, W'OUld be 1.29. Bow, ·there 
11 an issue with. a oul date at that tiM, 
and it has a {ield of 151 10 that he 11 
22 baeia poin 1 there 1A ile o•tlate below 
the 7ield ot ~ actual 1eeue. 

lowi our eatlate of a 7ield at that point 
11 46. We are aotuall7 tin balls pointe 
below an actual iaaue. P111r 11 not worried 
beoauee he 11 22 pointe belu., beoauee he 
aa,a, alter all, that aotual iaaue outstand­
ing there haa a prllliua ot eight r.inta. '!he 
.arket haa neTer liked 1t, ao if • an unpopa-
1&1' laaue. But if we put an iaaue in that 
TioiniQ-, oan we han &DT aaeure.noe that the 
.arket la not golu to pr1oe our iaaue in line 
with an laaue ihloli 11 aotual]T 011tatanding. 

We are UD&ble to go along and draw a curre -
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Baa•: 
H.li.Jr: 

• 

Bell: 

Ha&a: • 

Bell: 

Haas: 

~pby: 

H.V.Jr: 

Baas: 

H.V.Jr: 

Baas: 

H.ll.Jr: 

Haas: 

H.II.Jr: 

• 

We ... _... OGillenatln tbaa he 11. 

Bat ~~~ 7ou ha4 taka thh up with h1a 
Sa~ aJUl hacln ' t let • cet We reper­
ouaa101l at tJutee aimat11 t o 0111 . 

We han talked to h1a aU alq. I talked 
to hie an, Ecblanaton thh IIOl"llbg. We hann' t 
been able to pereuade hla, or b.e ua. I aa 
101'1'7. I would like to pereuade h1a and 
therebf oaue the 1&1111 eto17 to come through 
to 70U ll'Oa eney point. 

Lit 1!1' aek 7ou thle . 

Be ea1d we worked too hard, and he was rested 
and more optialet1o. 

What 1s this criticism of the two per cent 
~-50? Ie it too generous? 

• 
Too generous. 

That 11 hie onl.7 criticism. 

Eney telegraa there sqs the snu. to nine 
is priced too low. 

Yea, we noticed that, 

You haTen•t seen those, George? 

Oh, I eaw the others. Oh, those are nn ones? 

That ia a new batch, 

Be~ be right, Jlr, Seoretaey, but I don ' t 
aee that fOU can afford to make a mistakef• and 
he aqa1 I am pretcy sure it will go. • 
said, •7ou haTe got to be eure.• 

Well, Badle7 prices it at aenn to n1ne to eell 
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• 

Badley: 

H.ll. Jr: 

Hadley: 

H.Jl.Jr: 

Radler : 

Bell: 

H.II.Jr: 

l!adle1 : 

H.ll. Jr : 

l!r.dler: 

H.JtJr: 

lilrpby: 

Bell: 

• S• 

at a p: '• ot tllo 1114 ..._ ~---· 
'1'11& t 11 ..,., 

·. 
Here h a copy ot lt. 

Let 11111 take fill atutt here, 'l'ake it awq, 
please, Well, tht7 prioe it a hundred and 
129. You are not ney tar apart, are rau? 

Bo. 

Hadler puta a wlnl•• ana U%~ range, ana 
the7 han got one price, Ther are pretty 
close. 

How manr thirty-seconds are rou apart? 

Ther are rigb t in the llliddle ot 111 maxilmml 
and lllinimulll. 

That is all right. How are rou in New York? 

PraetieallT the same. 

89 

Well than, New York and Haa1 1 shop and fOU are 
praoticallT together, and Piser is ott b7 
himaelt , Is that right? 

Piser states that he is more optilllistic than 
fJ110De else about itl t hat he thinks we are 
unduJ.T alarmed. 

Hadler has got a 13 minilmml and 25 maxi.mum, and 
that 1a 29 --

(Telephone oonTersation with Mr. Sproul and 
Mr. Rouse follows.) 

• 
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a.M.Jr: 

operator: 

sproul and 
Rouae: 

H.M.Jr: 

S: 

H.I!.Jr: 

S: 

B.M .Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

K.M.Jr: 

Bello. 

Sproul and Rou ... 

tel, air. 

Now, who 1a thla. 

'•bnu'J 24, 1~1 
2110 .... 

1'111• ie Sproul and Rouae. 

Well , will one ot you tell ae where JOU are 
now? Wha t JOu'ra at? 

We ' re in the eaae plaoe we were betore. 

I aee . Well, do JOU alnd juat restating, 
because I've talked to a lot ot people. 

(Laughe). Well, we eaid bet ore that we would 
atill be in favor ot one ieeue, ei ther a 2 
in the '48-50 area or a 2t in the ' 50-52 are~ 
but the market quite generally thlnke there 
ahould be more than one iaaue - that there 
ehould be two i sauee. 

That'e right. 

The alternative• t here were, it aeema to ue, 
a 2. ot 1 48-50 plua a 2•• ot ' 54-6 or -7 or 
alternativelJ a !' ot oijg_50 and thla abort 
note. 

Well, now juet eo that we're together, bow 
do JOU price the '48-50? I aean, where do 
70u think the maximWD and mi nlawa would be? 

Vel 1, we think there would be 1 to 2 pointe -
minimum and maximum. 

90 

Well, I mean, what - my minimum price ie l0l-25/}2nda 
to 102-3/32nda. 

Well , we would tigure it trom 10l-l2/32nda aa7 
to 102. 

I eee. Well, that'e qui te a range. Now, on 
the )/4, , how do you price thatt 
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8: 

Robert 
RoUII! 

H.M.Jr: 

R• 

B.M.Jr : 

II: 

B.M.Jr: 

R• 

H.l! . Jr: 

R: •. 

H.M.Jr: 

R: 

H.M.Jr: 

• -·-
l'U 1 ...... llouo •• •• 1011 oa tllat. 

l think JOa1d baYe to pl'loe U )7 ~ tall 
tuable eqa1nleat tllare saa._oh ao tbat 
oarket 11 aa4er \be 808~ ..rtet. ln other 
word• be 18/lOOe on a ll"• ooapoa , brine it to 
about ~. 

Yeah, but in ter.e ot price. 

In price ~ would be 
about par .21, .22. 
•xiaua. 

about - Juet a eecond -
!bat'e pretty aucb a 

Well, nov here'• the trouble. Do you e•er talk 
with Phert 

No, the Chalraan called ae. I bad a talk with 
b1a. 

Since l o ' clock? 

No, before 1:00. 

Becauee I talked t o hill Juet a l1 ttle bit 
before 1;00 and Pieer and our boye are away 
apart. 

Well , Pieer troa ~t the Cbairaan eaid with 
reepect to one bend ae quite a way ott t~ 
where we were. 

Well, •• near •• I oollld aake 
pricinc, there ie •er.r l ittle 
Mev York and oureelYee. 

Yee, eir. 

it •• tar •• 
difference between 

• 
Mow the telegraae that I 10t tro• o~t Veet 
troa theee •arioue preeidente ot the rederal 
Reeene Banke, aoet of thea think we're pricinc 
the bcnde too cheap. '1'b17 all want a higher 
coupon rate 10 therefore I want to Juet aat 
70u &&aia, baYe 70u any doubt, either ot 70u 
~tntleaen, that it we ooae out with thie 
toaorrov With a 7 to 9 and a 2-7ear note that 
no utter 'what: bappene that that thins will pt 
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a: 
H.M.Jr: 

R: 

I!.H. Jr: 

II: 

I!.M.Jr: 

II: 

H.K.Jr: 

R: 

I!.M.Jr: 

R: 

H.M.Jr: 

II: 

H.M.Jr: 

H.II. Jr: 

II· 

-
... w llaYen'' ur '--' oa *'· 
1 ....,, 7VU14 •4erwho Ut 

'!'hat 1 • 'rip,. 

Ban you any doub' - ,1a tha' aa DOQ' a tool­
proof ieeue ae we ~.aake itt 

Iee, eir, I think 1C 11. 

Bae Chere been any reperounione troa Che 
Pederal ReeerYee out Weet talkina - I aean, 
bu 1 t ooae back to llev Iorlr. yett 

lo. D.ldley 111111 oalled •• up about 1 o ' oloolr. 
and ea1d uong eoae ot tile bani!. preeldenu be 
bad heard aoaa tallt but not down the llne at 
all, eo it bae had DO etteot on the aarlr.et. 
The right• are 1/32 better 1t &DTtlllnc. · · 

l/32. What are the rlgllte on til• note? 

• 

101.12 bld - up 3/32nde on the day. 

And on the bond? 

On the bond tll11 are 101.13 - 15 - up 2/32ndl 
on the 4&1. 

Well, they're lr.1nd ot bull11h, aren't tlley? 

Well, Mr. Hitler didn't eoare Ch• at all. 
fbeaarlr.et iteelt 11 up on lOftl bonda about 
V32nde, but 1t 1a ••1'1 tb1D and no ehabll 
traneaotlone taking plaoe. 

Well, do e1Cher ot you gentleaen lean tovarde 
2l bond OYer the 27 

llot lti'ODClY. llo 1 VI don 1 t haYI any Utlrlal 
41tterenoe ot opini on there - we'd Juet ae eoon 
et1ok to Che '48-50. 

Wall, vhloh 11 the eater one? 

'!he '48-10. 

• 

• 

• 

• 

. . 
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B.N.Jrs 

R: 

H.M.Jr: 

R: 

R.M.Jr : 

Rou•• and 
&proul : 

R.N. Jr: 

R. and 8: 

B.M.Jr: 

• -·-
Well,. Ga''' 111111' I --. !..••' ..,._. 
'lU ....... I ..., tlta1;, .... L.UI7' ll 
Uta' 'be It Npl'e .. te IOMua!DI of a ONpi'Mlee 
be,ween bank ~nloa aat laeuranoe ea•lac• 
1a1'1'u'1oa oplnlon. • 

I lie. 

Now to ooab1ne tbo11 both to the b11t a4nntac• 
wae the reaeoa tor the 2• and the ~·· · 

If ell, I don't want aJ11 JIW11ob borld thh t1ae. 

(Laushe) . 

8o no ooaproa1eee. Vell, t heee people are 
~oalnc 1n again at 2:}0 - Jlr. Eoolel, Jlr. Joaee, 
Purcell and S.I.C. and I'll baYe a talk and 
then When I set through betore I ll&lte up 111 
alnd I'll call 70u acaln. I' ll gl•e 70u t1ae 
eo that 7ou oan get tofether1 but 1t 1ll be 
eomet1ae &tter J:OO. t JOU 11 Juet etlok 
with the market, but more and aore 111 a1nd 11 
Jelllns on the 7-9 and on the 2-7ear note. 
All rlsht? 

All right. 

!bank J OU. 

• 

• ... 

• 
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H.II.Jr: 

# 

Jonea: 

H.li.Jr: 

Jones : 

91 

-·-
(liP • .r ... •t.nl aratwr••·) 
lleJOI'I Jluopiup OOIMI, • tJWac 11 tlaJ.Io 
I ban .nwv ~•ked 10 kl'4 1n IV Ute. 
'!U" fallon - rou 1ee, thq han all got 
out thalr Sheeh &lid thq tigiU'e thq 11'1 
going to ban to pq a 24. per cent COPpOI'lh 
tu: on thh iDooJU &lid •~ ot thea !igiU'e 
that thq ve eTIIl going to hue to pq SO 
per ceD.t. So it h TeJ7, 'feJ7 dl!!iilul.t to 
price. Oar bo,ra juat gaYe up hope that thq 
cwld. price • tn &lid three-qu&l'hre rr oent 
boncl. fM7 .. u it-· illpollible. .a, 
70U gat _,, _, out there &lid there 11 no 
b111ch Ml'kl to go tv. !here! ore, I gaYe up 
the icl... I antecl to explain it to 7ou. 
!ad • - balk to where we are at this point. 

We haT~- sone Teey, Te'l7 conaerTatin, and we 
are t&ltlD.g in terms o! a aeTen to nine 7ear 
bond with a tn per c111t coupon llb.ich Hew York 
thlnka will go well. So doea the Seaboarcl. 
Bu.t aa eoon •• 7ou get out Wut, thq ant 
about two anc1 a quarter per oent. But in case 
Ill'; Hitler should do IOIII8thing, .we thought u 
an ace in the hole we would han a two 7ev 
three quarters o! one per cent note. 

llolr what thq aq h, it the thing •taT• •• 
it !. toclu, at l .. at 75 per cent will take 
the bond, bUt it llr. Hitler lhoulcl start to 
Mroh on Greece anc1 we got a dropi then the 
note would be there a1 a oatoh-al • Bow --

SeTen to nlne 7e11'1 at two? 

Two. 

Well, I think prett7 well o! that, nen up to 
ten 7eve. 
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B. II.Jr: 

Jones: 

B.li.Jr: 

B.li. Jr: 

Purcell: 

R.L!.Jr: 

Purcell: 

··-
.. 11. the tHUl. 11 - J011 MaD Mte 1t 
t1pt to t•t 

Or t1pt to t•. 

Well, we an a little 'bit afraid. 1e aocm 
as 7ou fii'U'e that tax thing - baa &111'boq 
shown 70U how that tax thing works? 

• 

Well, it very ra~}!lT eats up rour interest 
and drins the t g down 'below par. Bow, 
untortunatelr these men and Jew York, Federal 
ReaerTe o! l(ew York, are pract1call7 together, 
'but llarriaer has got a fellow b7 the IWIIe ot 
Pher OTer there. He has figured the thing 
entlrelT di!!erentlT than we han, and we can't 
get and I am not going to tey to 

but as long aa the Naw York 
right down in the moner market 

ours and han arriTed at 
independentl7, I figure I am 

all I have talked to eveey Federal 
ReseJOTe president in the United States. I 
t alked to twelve o! theBk I have talked to 
the presidents of eve1'7 Federal leserve bank 
in the United States, which is a Job in it­
sell, and as soon ae rou get out West, th17 
think the aenn to nine isn' t good enough. 

(Miasra. S~czaki Rensom, Eccles, Gold«mreiser, 
Piser, and Purcel entered the conference. ) 

Be!ore I go on I would juet like to aak Pur­
cell,who is here r epresenting the S.E.C., it 
there is &DJthinf in the wind thef think we 
ought to look ou tor. 

We have made a check this morning -­

Can rou talk a little louder? 

~e checked ln!ormall7 in New York, Chicago, 
and San Francisco during the 110rning and up 
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R.M.Jr: 

96 
- 8 -

until. about m hour ago, We han q YePf 
general l.nloll'Ution as to innetor'• pq­
chologr. 'lhe two principel pointe that .. 
get 1D all places are firet, that investor• 
&l'e not YePf anxious to purchase at the 
present time. They han to be sold. Recentq 
the seoondarf distributions of equities have 
gone fairlf well, that is up until a week or 
ten days ago, when the general market went 
oft, but tliose have been the results of sales 
efforts. They are shying away from long­
term, low-maturities , They are not par ticu­
larlY interested, and one of the beat examples 
is the Bell Telephone issue recentlf in the 
Chicago area. There also does not appear to 
be &QT particular patriotic enthusiasm, at 
least we get that more particularl1 from the 
J.!iddle West and the far West, not so much 
in New York. There have been accumulations 
of cash. There has been a tenden07 which you 
have probablf noted to purchase the United 
States Savings Bonds recentlf, which is 
attributed to the fact of the announcement 
that after ~rob 1 they would no longer be 
tax exempt . In a ve1'7 general W&J, that is 
what we have gotten prettT uniformlf in 
those three centers. · 

I understand that there will probablY be two 
or three aeconda1'7 issues come out this after­
noon, seoonda1'7 distributions. The reason 
why they will come out this afternoon is be­
cause the New York Stock Exchange was holding 
them up to put out a new ruling in connec- · 

tion with givin~ notice on the tape of those 
and managers belllg required to hold their books 
open for a hal! hour after that notice. I 
can, Tel'1 easilf, after the close, turniah you 
with intol'lll& tion concerning those. They 11111.7 
be large, and they m., not, 

What ti1110 would that be? 
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!'W'cell: 

H.Jl. Jr: 

I'W'cell: 

H.Jl.Jr: 

Ranaolll: 

U !.Jr: 

-e-

Blat 1IIN1.a ·be 'beta• tJuoee ID4 ta lllmatea 
afttl' three. I lett 1utl'1lot1ou a oa1t 
IIIJ' lal'p, llpitloant oua lhoall OOM out 
to get la touOh with OUI' lew Yol'k oltioe 
and t1D4 out how it na goiDg, 

Tea. 

I think that about ooYera it, all' . 

Well, ae you people lmow, we han been work-
1Dg here about aa hard u we han enr worked 
on IJI7thlnJt, and I find -.reel! at this tiDe 
in the position that pl'ioing 1t on todaT' s 
market, as o! today, a two per cent seven to 
nine year bond. rt I were to be aesured that 
nothiDg would happen on Tueaaar, Wednesday, 
or Thursdar, I would be willing to get out 
the one issue, but nobo~ can aasue me arq­
thing, so therefore, in oaae ~. Hitler or 
the Emperol' of Japan or somebody else might 
do something all of a sudden, we felt we 
o\Udlt to han an extra anohor to the windward, 
ana: therefore we were thinking of a two-7ear 
n.ote at three quarters of one percent. 

lfow, in aaldng the nrious - lfew York, parti­
cularJ.T, 1! the market stqed aa it was to­
dar how would it go, thq felt about 70 per 
cent would go into the bond. We han got 
80118 telegrama in where the7 think they will 

fo aa much as a hundred per cent to the bond 
! the market atqa the -.y it is. 

Is that still their opinion, ~. Secretary? 

MOat of these are dated about noon, I phoned 
thm and then the telegrams are available to · 
you people here, but on the other hand, on 
the Seaboard here, a two per cent seven to 
nine year bond aeama perfectl.T agreeable, but 
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Ecclu: 

B.ll. J'r: 

Eccles : 

H.LI.Jr: 

Eccles: 

H.ll. Jr : 

-·· • 

u ... u,.. pt • •.t. tUT _, .. 
hlper ~n l'l.te. 

'1'llo ua a halt, 11 1 tt 
At Chlaago, pariioul.al'q. 

Noboq has said thq were priced too high, 
but here 1a Pe)'ton of Ml.Dneapoll1, 'llho .qs 
we would all prefer a teTen to nine year 
bond. It would go practloallJ a hundred per 
cent into the bond, and then as Jlr. Ecclea 
1qs, Chicago sqs the local banka feel the 
rate should be two and an eighth to two and 
a quarter and a note one per cent. 

'l'b&t 1a a longer uturit,, though, isn't it, 
than seTen to nine. 

No. 

Well. I thought what tllq wuted was a little 
higher rate and a little longer maturit,. 

No, it •&7• although they' indicated they would 
probably subscribe on terms mentioned without 
a definite comalt.ent to do so, local banks 
feel rate two and a quarter to two and an 
eighth on bonds and one per cent on a three­
year note. Be aight han that in aind, blt 
it he does, he doesn't explain it here. 

Baallton of l&naas Cit.rl o.k. on 'llhat ws 
suggested. lroLar1n o£ tlanta l&fS, •1otee 
&nd bonds too low. Mt.jcrit;r !aTO'f' notee, being 
more attractiTe to banke ~han bonds.• Well, 
he is an exception. 

Peddock of Beeton S&JI, •Banter• and brokers 
consulted not intereettd in long maturities 
at present, think two year three quarters, 
enen year two and one-lighth or ten year till 
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£coles: 

B.l.!. Jr: 

-11-

and one-quarter would go. J.lthough some 
suggest ten year two and three-eighths. 
No suggestion !or leas than one and one­
eighth for five years." 

Martin of St. Louis. He says the bond 
issue with rate as proposed would not 
appear attractive, Feel that rate should 
be approximately one- eighth to one- quarter 
per cent higher. 

99 

Sinclair, Philadelphia, general preference 
seven to nine year two per cent bond too 
close . Leach o! Richmond sara, "Talked 
with six banks holding 67 million of March, 
all would favor seven to nine year bonds over 
two-year notes except one bank holding four 
million. " Leach is the only fellow that agrees 
with me, and I think he is smart . 

Fleming o! Cleveland - estimates here to 
favor 66 and two-thirds and - to 75 ~er cent 
!or bonds. These estimates are cons1dered -
are alter considering those o! larger banks 
with due regard to smaller banks . Large 
banks run from 66 and two-thirds to 50 per 
cent . I asked which they would figure . 

What did New York sar? 

Well, I just talked to New York a few minutes 
avo, They still are talking a little bit 
about a two and a quarter per cent bond, but 
as to the pricing on the seven to nine and 
on the note, we are practically together ; 
and Allan Sproul and Bob Rouse said if we do 
it the way l havo been talking, they will 
underwrite it . They say they can't imagine 
anything that would happen which would hurt 
it, and they have been working damn hard, too . 
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Ecclu: 

B.IL.Jr: 

Eccles: 

Bell: 

Eccles : 

Seymcza.k: 

Eccles: 

SQ'~i!czak: 

Eccles: 

SZ1J~Czak: 

H.li.Jr: 

-u-

Well th-. JOa M14 t.&oh as thi onl7 one 
tllat apeecl with :roa. In York agrees on 
tllat. 

Yes, lolld lew York. In York md Richlload. 
I au-spoke avsell. A1zTn1, Rn York lolld 
Richmona, which covera 110re than one. 

New York agrees with 7ou on the bond, but 
the7 don't want the note? 

New York thought at least 70 to 75 per cent 
would go to bOnda. 

I talked to thea a while ago, md thq don't -
thq would prefer - the:r don't think the note 
ie necesear:r. Tbe7 would prefer the bond 
without the note. 

That is, the two and a quarter bond? 

Well, the two bond. The7 would !eel all 
ri~t with the two and a quarter as the7 did 
be?ore, but the7 !eel that the two percent 
bond, the 48-50, the two ier cent bond, aa 
7ou proposed, would be al right. 

You mean bf itself? 

Yea. 

I thought it there na just one bond the;r 
preferred two and a quarter. 

I haTe been through a number ot these slumps, 
and I can onlT be wrong once in IV businen. 
I can't hide it. I oan onq be wrong once. 
And I can' t see but what it is a good insurance 
pollo;y to have the two-:rear note L lolld then it 
things go all right, we lllight OIU1 han a 
hUDdred and tltt;y or two hundred alllion ot 
thea, lolld eo what. That il the wq I !eel. 
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You Ute the two 7euoa, three qurtera, 
better than the three 7ear one. 

I don't lmcnr. llhat 11 the ucu-nt pl'O 
and con on that, Oeorpt 

The - we han • out a three and a halt, »a-. Jones, which 11 tulq taxable; and the 
aarket, three and a halt on the fiYe-fe&P 
notes, isn't so good. It has been upset. 
And if rou want real protection in the note 
lll&l'ket in the shape it 1a in now, fOU han 
to get real short. You han to go back to 
the two. The three aight work all right, 
but I think rou are more conserntiYe to 
take two. 

Both our last defense no tea, I am sorey to 
s~, are selling under par. 

But that is onJ.¥ a three-quarters per cent 
note on a fiYe-rear basie. 

I kncnr. But George was looldng for me for 
solll8thing that ne just aa aate aa it could 
be and that ia what he feele. 

)V guess would han been that the7 would 
rather han the three re&Pe at one per cent 
than thq would the two rears at three­
quarter•. 

I think ther would. 

It rou are looldng for ineurance. 

101 

That is a whole quarter tor one rear, there. 

What 1a that going to do to rour present notes, 
it rou get out a three-7ear note at one per 
cent? You han got the other two out. 
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!bat woul.h't ao th• ur.r cooa. 
It oel'taiJilT tn~ullbL 't. 

the purpose 11 to raise the1e questlone •. 

Ju. lhat •s the last issue, three­
quarten? 

Three and a hall at three-quarters. 

How long? 

'nu-ee and a ball rears • 

.lnd they .are below par? 

Just below par now. 

. . 

.. 

• 

. . .. 
One was just at par, wasn ' t it, Saturday? 

Ninety-nine-30 to par. 

lee. 

They are both taxable. 

'Dlat 1a tlve rears. 

lo, lt h three and a ball rears. 

these are non-taxable. 

Bo, theee are taxable. 

That ls the taxable notes , Mr. Jones. 

One 11 eelllng at par, and lt 11 tive-rear 
•turlty, and 1t 11 three and a quarter • 

The the-rear •turitr 11 9923 to ' 25. Of 
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CCIVIe, thil t~ DOte 11[!=Hd to 
be put in as 1 that eate 1a 
all contingenc1ea, !:f under o1e clr~ 
atanceahtwo Je&ra 11 reallY lhort. EYe1'f• 
boq w1 r ecognize it aa short. Three Jl&l'l 
might not seem ao abort under those cirou.­
atancea. 

That is right . 

It is just a question of how abort ia abort. 

Yes. fhe7 have got us where we are short. 

Under normal conditions, we are hoping it is 
not attractive, JOU see. 

A three-quarter two and - two Je&r ia, of 
course, a lot different from a three- quarter, 
tive-Jear, and that ia just slightlJ below 
par, ao JOU have still got ••••• 

Well, where does the Board stand at this time? 

Well, we haven ' t had much chance to discuss 
this th~~ because I talked to JOU about 12:80, 
and we a ueting with - this 110rning with 
a coaalttee that waa in here that had come in 
upeoialb, and most of thea were tied up, and 
I Just ha4 a chance to diacuaa it for a few 
minutes . I can give JOU tho table that I 
dlaouaaed with JOU on the phone, and I asked 
Piaer to check with JOUr bo71 to aee what 
waa the reaaon that we got that different 
figure. Go ahead, Piaer, and explain to the 
Secretacy whJ there waa that difference in 
what we figured would be the premium. 

The difference ariaes in their estimate of 
what hie f&rtiallJ tax exempt bond would sell 
for, and Ul making fiT eatiate, I used as a 
baala the outstanding low- premillll bonds which 
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haTe al-.r• aold oa a · .ore attraot1Te baala 
the the hlgher-pr..tua luu11, takl.n.r ae 
the aoat illportant polnt 1D 111 llne tu 4.8-
50 bonds. '!'hat fhee • a 7i11ld on a par­
tial]J" tax-exempt bond of Mt.roh, 48-50! ot 
about 129, and the reat ot 111 oaloulat ona 
are made on that eatiate. How, I 'IUider­
atand that .llr. ~ has used as his bash 
the high-prelliua hauea which sell on a 1111ch 
higher 7ield baeie than the one that I haTe 
used as a more conserTatiTe eat!.ate and that 
I think is the baaia of our difference. Is 
that right, HeDJ7? 

That is the 
but our cr4)wd 
practically 

11 aubatantiallJ" accurate. 

explained it to 11111 1 
Fed in New York are 

On the basis of ~~bi:''to;.d.:? on the basis of the t1 

On the result at which we arriTed at, that 
ia, how we price them. 

The taxable bond? 

The taxable bond. 

There is on]J" this polnt that I railed. 
48-50 two per cent or the 49-51. !be 49-51, 
of course, is a year longer, and the praiua 
would be slightly leu tllan the shorter o.ne. 
It is just a question of how conaerT&tiTe 
JOU feel you want to be. We figure here that, 
allowing a tull 24 per cent tax differential, 
that h, allowing tor an adjustment of the 
full amount, the two per cent would sell on 
a bash of a premium of two and a halt po~te, 
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H.l!.Jr: 
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H.l.:. Jr: 
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a hundred and two and a hal!, which of 
course is a --

What rate i s that ? 

Two per cent, 48-SQ, It gives the market 
today - on the basis of today' s market that 
would be worth a hundred and two and a half 
if you allow for two-thirds the difference 

105 

in the tax di fferential. You see, one is a 
taxable bond in which they pay 24 per cent 
tax, this one we are going to i ssue. Those 
that are the - the equivalent bond outstand­
ing, is a tax- free bond, so taking that bond, 
the outstanding bond, and making allowance 
for two-thirds of the difference on a taxable 
bond, would figure a hundred two and a half. 

Well, our men say - they arrive at it differ -
ent:IJ', and we figured that we would take a -
I tol d Marriner over the phone, if we take a 
49-51 and fi~e a 16 per cent tax, it would 
on:IJ' be sell1ng at 9/100 above par, and if 
they figured on a 20 per cent tax, it would 
be selling below par. 

Ours figured a hundred and one and a half and 
a quarter. It was a question of - -

And in our figuring, I just wanted to explain 
to Jones, that whatever way Ne" York does it, 
the Fed of New York, we arrive at practically 
the same r esult as they do. 

Well, if you take the high-premium bond, that 
figures one way, and if you take this low­
premium, and t his la a low-premium, you get 
this result . 

• 
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What do you aean by 16 or 00 per cat tu? 

Corporate tax. The corporate tax 1e 24 per 
cent, so they figure on a two per cent --

TWo-thirds of that. 

Some of the banks don't have to P&f aD1 
taxes, and some have to P&f two-thirds and 
some figure, well, one banker was in here 
and said, "Well, we have used up about all 
of our losses now, and the insurance CO~&Jl3' 
will han to be paying a tax, • so dependi.ng 
upon the situation, some figured halt, some 
figured - I have had some come in and sa,, 
"Well, you are going to raiee it to SO per 
cent, aren' t you?", and I trr to give them 
the look of a poker plarer and not answer 
them, and they sa, they are figuring on SO 
per cent , and if you do, it drives the price 
of your bond down. 

It either does that or it lifts the price of 
the tax-free bond, makes a scarcity value far 
the tax-free bond. 

But we are not selling that now. 

But the market would go up on demand. 

We have got to sell in competition with any 
other bonds, that is the thing. 

If you do your corporate bonds t dday, which 
are tully taxable - here is their picture on 
a two percent . A two percent bond is selling 
at a hundred and three . 

Well, I can' t take Piaer' a estimates. 

Well, this is a corporate market, not the tax 
exempts. 
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Bell: 
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B.II.Jr: 
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I ~·t ••11 thU t .. ue Clll hb 'bub. 
II ... Ttl'k -· with Ida, I 1JOul4 ....a ., 
.. out, and n would tipe all ner aDJ.a, 
'but u lcmg as thq art with a - and tliq 
trrlTe at it incltpiDdent~. Platr .. 1 be 
J'lpt, but WI will mew tOIIOPPOWo 

TOUP estimates, M&r?iner, just show that the 
'8-50 bond •• are talldng about woul.cl be 
IWieter than we figure it. 

!bat is right. Better figure the other 'n1• 

We figure it there is 1.111 objection to it, it 
is too sweet. 

Well, n want this one sweet, don •t we? 

Well, I figure with a 48-51 it is oertainlr 
going to be plenty eweet. 

You 11ean 48-51? 

48-50. 

\fell, we want it eweet eo it wi·ll go well. 

Well, 1! 1011 put a 48-50 with thie prelliua, 
I don' t eee an, objection to the note, but 
I don't th1nk it ia neout&rJ. 

Well1 I just can't afford to take 1.111 oh&neee, 
ancl 1t ia't going to ooet anrthlng to apeak 
ot. tt it cloee &117thing, it won't hurt the 
aarket. 

Bo, it won't hurt it. 

!'hey aq 1 t would be good tor the StoODd&l"J' 
aarktt. We will han to be back in a couple 
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ot web eltut tor •· lout or . .,..u, 
ad that 1• * I ..ted h1a un.. lft1'7-
boq aqa •• £v •• the rellllh WOilld be, 
thq 11.7 it 110111d be good. That 1a what 
thq tell •. It woulcl lure a good after 
taste, Jease, either tor you or tor me. 

I like the two per cent. I don't think that 
1e too sweet. 

It would lean a good alter taate. 'l'hl1 all 
sq that, and I have to be beclt 1Jl two or 
three week.a aga1Jl. 

I don't think it ia too sweet. 

You have got this situation. We alwqa han 
it. I have never yet seen the tiDe when the 
Federal Reserve ~s - thq reflect the 
view of the bankers, and ot course, it you ask 
them what the prioe should be, they are alnta 
from an eighth to a quarter up. Haturall7, 
they want just aa g90d a deal aa they can get. 
It is pertectlT natural, and thq have alwqs 
been that W&f• I have never seen it tail 
when they didn't want to getJust aa good a 
deal aa they can get. So I W&JS like to 
discount a little bit New York and the rest 
ot thea. 

• 
low, 10u take the )fiddle West, Peyton, now 
those wires are juat typical. The1 are typical 
ot the W81 they near}T alW&Ja are teying to 
get the beat deal they oan. 

Well, what is the matter with them? 

Well, they are on}T retlectinf• '!'hat ien't 
their Tin. They are retleot ng the vin of 
the bankers. 
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£coles: 
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.. pq ta.. ...... - pq t:be .,. .. .;I 
fOUl' il1111ca a JWI'• .. wpt t o pt . _. 
thing. 

But what you wantecl wa1 the Tin ot what thq 
found in the territorr and that 1a - I don' t 
th.ink that is necesaaril1 Sharon ' s or P..,ton's. 
I think they have callecl up Ed Bro1111 and the 
differant people and what they are erpresliDg 
is the Tie• ot the banker. 

And Marriner, you weren't t1'7ing to criticise 
thue bankers. 

(Laughter.) 

I aa just pointing out 'llhat 1a the natural 
situation. 

You put us in a hell of a spot. 

You can figure they are doing plcty •. 

You can figure on the anrage we are pricing 
about an eighth to a quarter below what these 
telegeaaa sq. It 1a about an eighth to a 
quarter below. 

That is all 'right . I woulcl clo that. I thilllt 
you would find it is plenty. Bow do rou 
account tor the corporate aJ"ket'l The print• 
corporate • r bt? The two per oct 48-50 
corporate bonds are 1elling on a yield basis 
ot about one and a halt at a hundred and three 
and a quarter. 

That is a scarcity nlu1. 

I wouldn 1 t - we wouldn 1 t get a figure the t 
high. We han 1. 70 u the ordinate nature of 
our corporate OIU'TI there. There is a Union 
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Piser: 

H.II.Jr: 

Eccl es: 

H.II..Jr: 

Eccles: 

H.II.Jr: 

Bell: 

tulflo· 1a ... ~t au 'beton tiiD tlat: 
uae4 to h OCII.Ifl.ien4 the l.aoenatlae of 
Oo4 11.s.pt7 ... that nq Jiel4a 194.. 

'!hla 1a a lllt of • I don't llpnllhat llat 
thia ia, Plsel'. It 1e a !rlt'ie 1 bond of 
aubatutla.l lasuea. 

It 11 a line dl'a1111 thrOIID the scattel'iDg of 
i'l'iple 1 bonds whloh .. un. It illoludea 
10111 of the equi~t tl'llsb whioh, as Mr. 
Bu.a aqa, is a Tel"f th.ill Ml'li:et. I d011 1 t 
think a D81f Tl'eaiUJ'1 bond would aell on a 
one ana a ha.lf pel' cent baala beoauae of the 
thinness of the •l'bt. · I d011 1 t thillk the 
OOl'pOl'ate -.rket 11 a good place. 

We han nnel' thought of a T1'ea1UJ7 bond aa 
the illcll'D.Ition. 

(laughtel'.) 

Thq ue &11 suppoaed]T a.ai-illc&l'llltiCIIll. 

Bll t it is UJlllaual ill a wq. !'o thillk I han 
a Tl'eaaury bond aellillg on a bette!' Ti eld 
baaia thu thia cl'OII•IeotiOD of theae cor­
ponte bouds. 

We thillk hen, w UT be Wl'Oilg, bitt we thillk 
the oorpOl'lte honda haTe sti ll got to go d~ 

I thiak that ia l'ight. 

hd that T1'ea1U17 bonds ban lll&de the bottoa. 
We thillk Tl'eaiUJ'1 bonds han •d• ~· bott011 
nOll' ana that the C01'p01'1tll will go dOII'L 

ln,-bocQ' haa told us that. 

• 
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-·· 
w ... ., .. Jau tol4 111 that. 

Jl&cll • llott• ...... th17 b.. ;rw .... 
got to han a lot of IIGile7. 

It~. 

'J'he oorponttl don •t. 

1Je~f _of cov .. there would be natvalJ,r th• 
a IAUtiDg fJ"Oa corporate into rreai1U7 w1 th . 
t hil kind ot a 1itu&tion which would f orce 
the oorpol'&te doa. 

BY~'7'boq told 111, didn ' t thq, Dan, that thq 
th1Dt the oorporatt1 ue in tor a fall, 1111d 
thq think we han ade a floor now for OUJ'-
"lTel. · 

'l'hq ue out ot line with the Gcwei'Dlllenta and 
thq haTe got to go dcnm to pt into l ine. 

lfell, unlt1a 1011ebod.T feeb "'17 1tro~~gl7 
abou't. it - I don •t ll.b t o tie up 10 ~ 
people. _. oa teeliu il that it it got1 
!J'OIIg I han got to taie it all br 111111elt. 
I 1IOUld llie to go ahead w1 th a In'• to nine. 
It it go .. ., c, I han got t o tab it all ... u. 
'!'hat ie a two per Mllt two-7e&1' note. 

'fllo )'laJ'I three quarterlf 

Y11. Ia that all ript? 

'l'hat il Te17 late. It h bei11g ultra-oouel"ft­
tiTe. 

that 11 what I want to be. 
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Just as safe as you can be, I think. 

Do you think that i s ultra-conaerTative? 

I think it is conservative, and I tnink it 
is all ri~t. If you want it as safe as you 
can make H within reason, I should think 
that would be it. 

And we are not pa7ing too much? 

No, I don't frankly see just why you need 
the note, but if you want it as an anchor to 
the windward, o. k, 

The President liked· it. I talked to him the 
seco~1 I got through wi th Marriner, and I 
spoke to liim about that and explained what 
I wanted and he said, "That is smart, I like 
that . " 

It isn't going to do you any harm. 

I talked to Sumner Welles , and he says he 
doesn't see anything right on the horizon, but 
he says, "Far be it f rom me what will happen 
in the next six hours . • Everybody feels that 
way. If we feel that way, how must the fellows 
who own the money feel ? 

It it happens in six days or six weeks, i t 
is just about as bad. 

You are rieht . 

Because the market will slump. 

That is a very shrewd remark, because we have 
got to be back again. 

You are going to have a continuation, of course , 
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no cloubt, oYer the uzt tn J'MI'• ot -
pouibq the ooat17 will pt 14Juattcl to 
it, though, 10 that 1t -

Well, Jluor1ner1• fOU ea14 that. 'l.'he laat 
time we were lUI th11 ftl in Stptabll', 
'39. Now, thie 1e Pebl'lll.l'7, •u, 11111 that 
is quite a long ft11 between. The last 
time was Septlllber, ' 39, that we hacl a bad 
spell. 

'l'hat was whan the war started. 

I lmow. And this h a Dill' dtuation. Here 
we ue in Februarr, '41. another 
reu and a hal!, I will to death. 

You hnen't got a bad 
outside in the last 90 
the7 have ever been. It 
fr0111 the --

It la the 1Dllmown. 

prices 
high as 

ahltting 

It is the 1Dllmown with the taxable feature 
and the picture altogether. 

llarcll7 two people agree on how to figure this 
bond. 

Mr. Secret&r7, is there 1n1 reason in the world 
to anticipate aD1 good news, even over the 
period that Mr. Jones ,Uggeata, of six weeks, 
there isn't aD1 rod news in prospect, and 111. th 
what rou have go ahead of rou, if rou want 
to mike it as conservative as rou can within 
reason, bearing in mind all of these unpredic­
~able situations t hat m81 affect us in this 
situation, I think rou are doing a verr con-
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aervatiTe piece of financing. 

Dan~ 

Nothing. 

I can ' t see that the news is going to get 
any better. 

lio , it can get worse . 

Very easily. 

Fed can do this. They have no need of a 

1.1.4 

tax any more than these insurance companies 
do. It means nothing - they can do shifting 
to very good advantage if the situation makes 
it necessary, because they can take the - if 
the demand is for your taxable securities 
and this security should drop so that it 
covers the full ta.x equivalent , they could 
very easily supply the t ax-f ree security and 
take on the taxed securities here for what­
ever amount woul d be necessary, so you have 
got that as a factor • 

.lnd as between the bond and the note, you will 
t ake which? 

Take either. 

They have to take the bond. They can' t take 
t he note. 

You would t ake the bond? 

Oh, sure, whatever t he market seemed to -­

You sai d there was no use of the notes . 

(Laughter. ) 
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Eccles: 
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Oh, wll ~~n, tM.t 1a lllft••t• 

lhat I -t w1, 11Uth•• the '1'Ha11U7, 1l 
it cllcbl't ohoo1e to clo it • I woulcbl't 
object 1t JOQ put all not••· I haTe a1..,1 
been fOI' the 'l'i'talllll')' gettiq the btuflt 
of low-lnterut and ehort-tel'll tiunoing. 

But just ao there ia no aiaunderatending, 
70u are going to te.lte the bond, aren't rou? 

In on the exchange? 

Yea, 

It a a •tter the cOlaittee will han to 
decide. I haYen't discussed it. 

Do 70u aiDd if I aak some of these people? 

Would the Tre&IUJ'1 prefer that? 

Sure. 

Wbr would 7ou prefer that. 

We will let 7ou ulce up 7our aind. • 
It all depend• how .u,r bond• would be taken 
by the othere. I don't know whether 7ou would 
ft.llt Ul to take all bonds. You .:t not. 
It all depend• upon what the rut of the 
market h like. 

It de~;:: on what rou think the aitUiti~ 
il go to be, I don't think we are 1n on 
thh t on the baeie of getting the 1101t 
desirable ieeuea. 

What w would lib to do, h switch into the 

• 
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Hovlv··tll&$ • 'be the one 
that will beat take oan ot the alter 
... bt. 

,11 tiz ap 70111' MPklt. 

Before rou do it --

You would step into the one that needs help? 

That is right. 

That is right. 

You al~s talk it onr with Bell before you 
do it, don't you? 

Oh yea. We talk it over with the ooamittee 
and then we al~s talk to - gosh, I don't 
know how long it has been since we have had 
&n1 problam ot making exchanges. 

Haven't had one. 

I like the two rr oent bond ao auoh better 
than I lilte tha two and three quarter that 
I won't object to the note. 

We are all tull,y - it is switching frca the 
two and three quarter• to the three quarters, 
and there 1a jUst no co~q~&rison. 

Don' t you think the Federal Relll'Ye ought to 
paf aoae taxea to help p11 for all thia natianal 
defenae. 

It 1a all right with ua. 

Bot a bad idea. 
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£~cles: 

Bell: 

Ranso111: 

Eccles : 

Jones: 

Ecole s: 

S~czak: 

B.li.Jr: 

Jones: 

Eccles: 

Jones: 

Szymczak: 

Jones: 

Sey~~~czak : 

- 29 -

That question came up as to whether the 
earnings on that stock ahouldn't be tax­
able . 

You mean in Congress? 

U7 

No, it came up in discussion here as to whether 
the Treasury shouldn' t pay a tax --

The thing I have alwqs wondered is why the 
devil it should be a six per cent stock, 

I agree, 

Yes, wey? 

That doesn't make sense. 

To sell at premium, 

Can' t sell i t . It isn' t a market stock. If 
it was a market st ook it would sure sell at 
one, 

On]J" have half of it out, Jesse. 

Well, all right. 

I vote "qe , • 

All right, sir. 

Got two minutes for me? You have got a lot 
of talent here . 

Want us all to stay? 

Yes, if you will. 

When you said talent I was going to walk off. 
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Eccles: 

H.M.Jr: 

Jones :-

Eccles : 

Jones: 

Eccles: 

Jones: 

Bell: 

Jones :-

Eccles : 

Jones: 

Eccl es : 

Jones: 

Eccles : 

118 

- ao -

I will bet this sella &t a right good premlua 
now. 

I hope so. 

This Arkansas issue that is coming up Thurs­
day, a hundred and 40 million dollars, the 
bankers are talking about a three and a hal! 
per cent rate. Looks to me like it is too 
high. 

What are the terms of it, Jesse, the period? 

It is from two to thirty- three years . It will 
average about twenty years. 

TWo years to thirty-three years? 

Yes. 

Is that the average rate? 

The bankers were down yesterday, and they are 
coming dol'lll again tomorrow to te.lk to us, and 
we have got to take part of the bonds, because 
they can onlf bid for the - can' t bid for ~ 
that maiiT• 

1'ha t is the size o! it? 

A hundred and thirty- seven million dollars. 

Which is it, the Arkansas Power? 

State of Arkansas, a tax-free bond. Now, I 
think that three and a half is too high a rate 
for that bond to sell at . 

You mean that is the average rate? 

Regraded Unclassified



.Tones: 

EGoles: 

Jones: 

Eccles: 

Jones: 

Bell: 

Jones: 

Eeclea: 

Jones : 

Eccles: 

Jones: 

- 81- · 

It 11 a !1ucl rate • . 
lhethv 1 t 11 a two rear or a 80 -

No, thq will prloe 1t. 

But it anragea on the entire 110ne7 out­
atandlng three per cent? 

It anragea three and a hal! per cent. 

The7 will get a reduction through a premium. 
Thq will pq three and a hal!, 

'l'he7 will pq three and a hal! and the7 will 
aell soae o! theae bonds, o! course, short 
bonds at a premium. The7 figure that to 
otter them to a basis that will bring a 
hunclred and two and a halt. The two and a 
halt is !or their distribution. We have got 
to make up our minds at the R. F. c. whether 
we will bid !or all o! them or halt o! them 
or whatever, and i! so, at what price , We 
would like to bid just what the bankers bid, 
but I think their price is too high. 

'l'he7 want a two and a hal! point prwua !or 
handling it? 

Yea, a three per cent bond. 

Well, I don't kna. what the credit o! the State 
ia, It seelll8 to u that certainlJ e:rrr State 
that would pq that !or a tullT tax-tree 
aecurit,y, it la a reflection on ita credit. 

The7 are pqing now 442. Theae are a re!lmding 
issue. The7 - at three and a halt thq would 
be aaving about a Jlillion a fear. 
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Ransom: 

Jones : 

Eccles: 

ll.ll. Jr: 

Eccles : 

Jones: 

Ransom: 

Eccles : 

Jones : 

H.!.:.Jr: 

Haas: 

- 32 -

~/hat is the general credit of the State? 

It is very good. They defaulted in 132 end 
'33 . The old governor thought that they 
ought to - oupfttn •t to have to pay, and he 
stopped them from paying. They could have 
paid. They had the revenue. 

(Laughter. ) 

He is all right . 

He is ·just ahead of his tice . 

He is like that boy up in Canada. 

Henry loaned the money down there through 
the Farm Credit, and the R. F.C. did a little 
bit , but the bankers regard the bond as a 
perfectly good bond. They have made the set­
up and ridden it like they think i t ought 
to be . 

I should t hink they would regard it as a per­
fectlf good rate then, too, 

llnat does Harvey Couch think about it, Jesse? 

I haven' t talked to him. I just wanted the 
reaction of you gentlemen if you have any. 

Haas has been working on it. 

I know quite a little bit about it except 
his particular problem, Ur . Secretary, what 
the rates should be , and I haven' t - we 
would have to go into that . It would be 
rather a difficult job, too. I was thinking 
in terms of three and a quarter, but fo r no 
very good reason. 
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Jonn: 

Jones: 

Eccles: 

Haas : 

Hadley: 

Eccles : 

Jones: 

Haas : 

Jones: 

• 

- 38 -

'l'hinldng of what? 

About three and a quarter, but t or no Terf 
good reaeon. I woUldn't be in a posit i on 
to support !IV three and a quarter. I think 
I got the figure from Jlulligan, ao I thought 
Jlulllgan was all right at three and a quarter, 
but I couldn't write out a list of reasons 
for it. I would haTe some difficulty at the 
present time. 

Anybodf else got ~ suggestions? 

Jesse, what I can't understand is that - ot 
course it depends on the credit ot the State, 
If the credit ia qu11tionable and it lacks 
marketability, that'ls a different matter, 
but certainly for a first-class oredit with 
a totally tax-free seouritr, anything more 
t han three per cent would seem to me to be 
out of line. 

The outstanding ones are rated br lloody' s 
as BA and B. It depends on what rou call a 
first- class credit . 

The outstandl~ bonds are below a bank issue. 
The banks aren t supposed to take on &nT­
thlng below a Triple B and some ot their out­
standing bonds are below bank credl t rating 
and so that wouldn ' t help them. 

That makes an entirely different atorr. 

I t isn't a Terr good record ther haTe got, 
but either the bond is good or i t isn't, 

These bonds may rate higher, though. 

It is a tax- free bond, and the bankers think 
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Boolu: 

Jones: 

Eccl es: 

Jones: 

R.II.Jr: 

Seymczak: 

H.II.Jr: 

•M• 

it 11 a good boaa. 

Tou aee, that doean't help the blatlra 
beoauee the totallr tax-tree aeeg;1~ la 
ot real n.l.u wbere the people pus a hlp 
IUI'W. '!hat 1e wbere that W01Il4 OOM 1i. 

'lilT 1m't it? 

ltll, when JOU get up iDto the 50 and 60 f:; cent IUI'taz, 1 t la real}T - the fullT 
-tree .anloipal ltouritlea are held 

l&rge}T b7 people who han tha eurtazu 
to pq. l aeen, that 1e the but -.rbt 
tor th-. 

lell, I aa not gettlDg a hell of a lot 
help. 

That 1s what I thought. 

(Laughter.) 

Wt could haTe told JOU that before we started, 

TOUI' pa1turee don't look eo grttD tout, Jeaae, 
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a.M. Jr: 

operator: 

Mr. Rouse: 

H.tl .Jr: 

R: 

H.Y. . Jr: 

R: 

H.M.Jr : 

R: 

Spr oul : 

H.M.Jr: 

R. and S: 

H.I! .Jr: 

S: 

H.!I.Jr: 

S: 

H.U.Jr: 

R. and 8 : 

H. tt . Jr : 

Hello. 

Sproul and Rouse. 

Hello, Mr. Secretarr. 

rebrua~ 24, 1941 
): 20 p.a. 

I've had mr meeting and I' m etill where I vas. 

So are we. 

Good, eo we 're trring to draw the thing up nov. 
Nothing has come in trom the country to make 
you change your mind? 

No, not a thing and the market i e a little 
atronger than 1t vas, it anything, when ve 
tal ked to you before. 

Well, then it there has been any leake it's 
on the good e1de. 

Yeah. (Laughs). 

They've been good leake . 

Good leaks. Ali the leaks out or the Treasury 
are good. 

(Laugh). 

All right. Say, lieten, t hie ie ott the 
record. Can' t you take Piaer down there and 
give him a short couree on hov t o figure? 

Well, we' ve been t r ying that tor a long t1me. 

Well, I vieh you'6 take him on. 

We might try again. 

Yeah. That's Just between us girle. 

Right, sir. 

All right. Good-bye. 
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"' 
Beore,~eatlaaa 

- Xr. Baa~ 
.UUI'B&UYI l'repeeale te• tile .. h"'-l• 

I. J'1rc' Cllo1ee 

OIU' t11'1t oho1ee f'lr tlll ref'lul41al woul.cl 'be a ta ~ 
ua1 v1 u 1 .. u.. a1 r.u. .. 11 

llaroh 15, 1~3 (•'•) 
(2 7111'1) 

Karoh 15, 1~50 
(7 - 9 7e&rl) 

I I 
I Ooapoa I 
I I 

I 

are th11'v• 
IIOOa41) 

.}2 100.27 

101.a, 

1'1111 oollb1aat1oa 1aolll4111 a ao1ie an4 aa 1nter.e41ah 
1nue rather thaD ea 1atenecUa1il ~ a 1o11J 1111ue. !he note 
11 praoUoallT Ml'1a1a W p, wtlahYer aq happea. U W~ 

go enn 11' tile urlte' llhol&l.cl allw 1a f'ul.l for a 30 pereea' 
oorporate tu. !he 1n,enecUa'e 1111ae falh 111 U.. ar .. 
11ktl7 to 'be 'he a01' popalar with the ao1' 1aportaa' bDlclel'l 

ot 1'1ghh - u.. 'bankl. n -~ an 1111Ue 1a thll raace whlob 
Ill'. B1U'p11 1&14 lbDucl 'be u.. 1uobDr1 or U.. retanc11111 
procraa. !he propoeecl ooa'b1na Uon woul4 han two &IIObDr1. 

I\ tteme, therefere, to 'be U.. •t111t of all po .. 1'ble al,e....,_ 
thee. 
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Store~1'1 Korguth&a - 2 

would be aa tollowaa 

Matur1t:r 

!'.arch 15, 1966-71 
(25 - 30 :reare) 

I 
I 0ol.IPOn 

let!i&ie& 
:r1eld 
b&a1a 

2. 6o 

125 

1 Prob&bia 
: opening 
1 Pr1oe 
(DiOLi&la 
are thirt:r­

aeoonde) 
102.24 

The aboTe i11ue ie inolu4ed onl:r ae a aeoond oboioe 
becauee 1t intro4uoee eo aan:r unoerta1nt1ea into the prograa. 
The aoet 111portant ot theaa unoertaintiee haTe to do vi tll the 
proper uount ot allovanoe tor the oorpora.te incoae taJt. 
Op1n1ona on bov INCh ahould be allowed tor thia tax n.r:r troa 
little or nothing to the whole ot the preaent aaount ot the 
tax (2~ percent ot the ooupon) - or eTen acre to allow tor 
an e:.;peoted rile in the rate. A. an e:uaple ot bov auch 
difference euob nriat1oi\e aa:r make in the eat1.aated priou 
ot new ucur1tiea, and ot hov auoh wider theae T&riat1ona are 
1n the oaae ot longer aecurltlea, the following table iliOia 
the utiiited prlcu at which the 1nterae41ate and long bonda 
ducr1be4 in the aeaorandua would aell it the aarket should 
allow t or one-th11'4 ot the taJt, tvo-th1rde ot the tax, and the 
whole of the tax reepectiTel:r.• 

• Ve bATe allowed tor one-halt ot the tax in the oaae ot the 
1ntenae41ate bond, and one-third in the oaae ot the long bond. 
'!'he reuon tor the lower allowance in the latter oaae ia that 
IIUtual taTing a b&nka and 1neuranoe oo~~panhe, the aoet 1Jiportant 
prcapeot1Te ola11ea ot purohaeere ot the longer iaeue, are 
legally or praotioall:r exaapt troa the corporate inooae tax. Aa 
tar ae in41Tiduale - another ~ortant taotor 1Jl the long aarket 
b;; ~· oonoerned, the onl:r tax troa vhioh the part1all:r tax-axeapt 

n .. a are exeapt 1a the 4 peroent nora&l in41T14ual 1Jlooae tax. 
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Maroh 15, 19~50 
(7 - 9 7ear•l 

Maroh 15, 1966-71 
(25 - )0 7eare) 

(bioiiiile are £1ill't7-eeoondi) 

2 101.12 100.10 

2-)/~ 102.2~ 

Theee uncerta1nt1ea W1 th reapect to t he proper UOilnt ot 
\be taJt allowance 08JI be reaolTed onl7 b7 an actual IIIIU'ket 
teat. '""'ng a long iuue at this time would precipitate th1a 
teat earlier and so clear up a good deal ot lll&rket unoerta1nt7 
both about the proper aaount ot the tal: allowance aDd about 
other utters. It would &lao haTe the adT&D~a ot oouenc1ng 
v1 tbout dela7 the Treaaur7' a aJIJiouncad pol1c7 ot tapping tbe 
tllndt anUable 1n the long market . 

Against these adTantagea, hoWeTer, are to be eat certain 
aerioue diaadT&ntagea. The cU.tt1oult7 1n pricing hat alrad,T 
been mentioned. In addition 1t 111&7 be urged (1) that a long 
ieeue at this time would aet too high a bench ll&1'lt ot rat .. 
tor t he reaal.Dder ot the t1nano1ng prograa, (2) that it aight 
gin rhe to an eabarraaa1ng problea ot eeoondarT d1ttr1bution 
due to the tact that taw ot the r1g.hta are held b7 thoae alleged 
to vant long bonde, and ()) that 1t aight reault in considerable 
d1alooat1on ot outatancU.ng long 1eauea dull to avapa b7 non­
taxJl&Jtra trom outatanding iaauea to the new 1uue. 

All ot these obJect1ona would be mitigated b7 the 1nolua1on 
ot the ahort note 1n the prograa aa here augguted, ainoe thia 
would permit a stricter pricing ot the bonde than would othe~ 
viae be adTiaable. None of the obJection• against the long bolld 
Yould coapletel7 disappear, howeTer, DO matter hoY atr10U7 it 
vae priced, and too etr1ot a pr1o1ng aight aend it to a dieoount 
eTen i t auch ot the bonda aa were taken at the tille ot original 
e:ro~~&nae were TarT t1~7 placed. It 1a beoauae ot tb1a eluent 
ot rlek vhioh the long bond aeaaa to introc21loe iJI tba ret11Dd1ng 
progru, DO matter how oaretull7 1t is handled, that we baTe 
included it onl7 in our aeoond oho1oe. 
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TREASURY DEPARTMENT 

TO ... re\aJJ llorpa*-

rwotl I , I , lecllq 

mtrn JILL grrplft 

.a.nr . oa la\ 100 .l•er. la\ 100 ail, .a. .. er. pl'lca t or 
all . rec4.ft a 0111 . IT a Cb1. lut ft. oo•trz taa\ w.. 

o.• 0,001 0,00'1' 

,.., 

131.,/ 

total~-.... 
r!!4, ft a Cld. 

$3:59,199,000 
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SubJect: 

Beor:~~entbau 

Xr.7m 
Telephone e&ll fro• Mr. Purcell, of the Secur1t1ee 
and Exchange Oo..t111on, regarding new eecur1t7 
offertnge. 

(1) Public offering, Tue•daJ, Pebruarr 25, 1941, 
ot t3 preferred 11;ook b7 CleTeland Graphite Bronze 

2) Private •a1e, Tu .. da,., Pebruarr 25, 1941, 1;o 
coapaniel of flOl million• of Oeorg1a Power bondl, 

A pouib111 ,,. that 0 . C. llurph7 and COIIP&n7 
Tue1da7, Febru&rT 25, 1941, t4 •1111on •hare• of 
to the public. Th11, howeTer, i• not certain 

at th1e .a•ent are 1nda~1n1te • 

• 
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TREASURY DEPARTMIENT 

D'f'•*''''"• "'nwma 

1fT t1n\ cboioo for \be refu4t.c of \be tl,300,000,000 

,..wnu .. h • Z$ 1- 10 7MJ' ••• \op.Ur wtu. a a 1/ fll. 

:!0 - 2& reu ..... ., ........ for \lll.o cllotoo eftl 

ftrat, \be\ ov 11Uka\ 1e ... 'lip of too tuooUac oootl.ou 

aliA " oboa14 oa\or \o -'> ••· 

loooa4. ao loac "'-4• ~· bee ottoro4 tor too rear• oa4 

•• ban lloc 10&41ac wp \be tntofto41a \o areo ta ov lao\ fCIIU' 

ottorloco. 

flltr4. prtotac Jo'b oa a loac tone to _...,., ot.plar /lA 

\b.lo eJcboaco ottortac U... U wtll lit la\or for oaa. 
1 llollowo \be -blaatt• ot a Z$ .acl a a l / 4if. tone ...U 

133 

" po4 ta~Uaoo ap1aa\ l...UC .., \be ana traa ., \o 10 7MJ'O 

wbioll .U4 -.r 1t we ottaro4 a 71/> _.. aa4 a llbor\ •'• · Jna 

tbo ,,._, wtoopotat, \lll.o or• to alroo4J ...... &Cl:r oroo4e4 

wt\b -.nttoo. 11- • _, oll\ala aa --_,of CMil 

1a \bo aoz\ :roar, Ulto abcral4 - traa U.o loacar area. Yo 

tbftl4 o\ar\ •• \o p\ 0,... boart•• ta \be\ ooo\loa ot \be 

!lOtto\ at •' wU tor a -* ottm• \o to \be\, !M •*"P 
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I12WASH G261 CGO 24-1147 

IIORGENTHAU TELETYPE 1 68 
1~1 FEB 24 PtA rl 58 

REFERRING TELEPHONE CONVERSAT ION OUR BEST ESTIMATE OF TOTAL 

.1110U11T CALLED BONDS AHD MARCH IIOTES HELD Ill TH IS DISTRICT BASED 

011 PERCENT AGE OF SUBSCRIPT I 0118 USUALLY FI LED HERE WOULD BE ABOUT 

f12},000, 000, ~ I EF TELEPHONE CONTACT WITH HOLDERS OF ABOUT 

$40,000, 000 COMBINED BO~ All]) NOTES WOULD INDI CATE THAT CROSS 

SECTION Or OPI NION ON TERMS SUGGESTED BY YOU OYER PHONE IS THAT 

IIHLE THESE TERMS ARE JUST ABOUT IN LINE WITH CURRENT MARKET 

~T OF THE HOLDERS FEEL THAT THEY SHOULD BE SLIGHTLY MORE GENEROUS, 

A NliiBER INDICATING THAT THEY WOULD PROBABLY MAKE THE EXCHANGE BUT 

~NOT HOLD THE SECURITIES. LARGEST SINGLE HOLDER WITH TOTAL 

$21 , 000,000 THOUGHT THAT NINE YEAR BOND SHOULD BE 2 1/8 TO 2. 1/4 

.II. THOUGH THEY IND CATED THEY WOULD PltOBABL Y SUBSCRIBE ON TERMS 

YOU MENTION WITHOUT OF COURSE A DEFINITE CCMIITYENT TO DO SO. 

LOCAL BANKS FEEL !tATE SHOULD BE 2 1 /8 TO 2 1 / 4 OM THE BONDS AICD 

1 PER CENT FOR THREE YEAR 

DESIRED. 

NOTE. PLEASE ADVISE IF FURTHER DETAILS 
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l}OWASH G285 KC 24-1 204 RUSH 

IIORGENTHAU TELETYPE 1 68 

BEl i EVE TWO YEAR 3/4 PERCENT NOTE AND SEVEN TO NINE 

YEAR 2 PERCENT BOND WILL BE SATISFACTORY 

-

1.36 
• 

- -

1941 FEB 24 PM I 16 

A 
t/ s 

u 
l 
y 

Regraded Unclassified



PHILA FEB 24- 1201 

1.0RCENTHAU 

TEL£ 168 WASil 

-

PRINCI PAL BANKS AND ON£ INSURANCE COMPANY IN PIIILADELPIIIA 

137 

AREA HOLD SIX MILLION BONDS AND THREE MILLION THR££ NOTES. FOUR ~UST 

C0!1PANI£S IN TRUST ACCOUNT HOLD FIFTEEN IIILLION BONDS AND THREE AND ONE­

I!.ALF KILLION NOTES . STRONG PREFERENCE FROII THESE INSTITUTIONS FOR TWO 

AHD ONE-QUARTER PER CENT BOND. GENERAL IIIPRESSION THAT SEVEN TO Nl~ 

YEAR TWO PER CENT BOND TOO CLOSE 

AND OVER-CAUTIOUS . LITTLE I NTEREST IN TWO- YEAR NOTE. SOME BANKS WOULD 

ACCEPT SEVEN TO NINE YEAR BOND BUT WOULD PROBABLY SELL AT FIRST OPPORTUt« 

TKRE£ BANK S, ONE INSURANCE COMPANY AND ONE TRUST ACCOUNT HOLDING IN ALL 

TKRE£ AND ONE-HALF IIILLION MATURING BONDS AND NOTES WOULD EXCHANGE 

FOR SEVEN TO NINE YEAR BOND TO MEET PARTICULAR PORTfOLIO REQUIREMENTS. 

ruBSTANTIAL DEMAND IN TillS AREA FROM ALL INSTITUTIONS FOR CASH 

OFFERING OF LONI:ER TERM BOND 

SINCLAIR 

1207PH 

( 

-
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1941 FEB 24 P11 1 1 5 

128JASH F55 ATLA 24-1 21 OP 

llfFERRING TO TENTATIVE REFUND ING PROGRAM SURVEY IN THIS 

DISTRI CT INDICATES THAT THE BANKS ARE OF THE OPINION THAT THE 

~TES ON MOTES AND BONDS ARE TOO LOW. MAJORITY FAVOR NOTES AS . ~ 

lEI!«: IIORE ATIRACTI VE TO BAHKS THAN THE BONDS. BANKERS WOUUl NOT 

CCIII IT THDISELVES' AS . TO THE PERCENTAGES 

IIICLARI N FIRST VICE PRES • 

.. 

Regraded Unclassified
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I56WASH G}67 n.s 24-117 

SECRETARY IIORGENTHAU TELETYPE NO 1 68 

REFERRING OUft TELEPHONE CONVERSATION TODAY, 

IIAJORITY OF BANKS CONTACTED INDICATED PREFERENCE F.QI> 'MAIM OF . ~ s 

MATURITY YOU IIENT IONED. TWO OR THREE OF THE», HOWEVEJt , INDI CAT& 

PREFERENCE FOR TWO-YEAR NOTE. ON BASIS OF OUR SURVEY1 TH i ll< 

EITHER OF ISSUES WILL BE WELL RECEIVED AT RATES YOU IIENT IONED, 

IIUT BEL I EVE IT WOULD BE DES I RABl.E TO OFFER BOTH ISSUES • GIVING 

IWI<S OPTION OF SUBSCR I B I NG TO E ITH~R 

GILBERT. 

)'<:)()-~ 

• 

.-

Regraded Unclassified
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t4JIASH G}2} IIPLS 24-1 2}.5 

IIORGENTHAU 

IS PElt OUR TElEPHONE CONVERSATION I HAVE CONTACTED SEVEIW. BAJI(S . . 

ALSO SEVERAL INSURANCE COMPANIES AND OTHER INVESTORS AND FI ND . 
THAT THEY WOULD All PREFER THE SEVEN TO NINE YEAR TWO PERCENT 

BONDS. BEll EVE THAT IF A BOND AND NOTE WERE OFFERED AS S':JGGESTED 

THE SUBSCR IPTION OUT HERE WOULD BE ON THE BASIS OF INFORMATION 

AVAILABLE PRACTICAllY ONE HUNDRED PERCENT FOR THE BOND. 

T 

-

Regraded Unclassified



1182WASH G171 CLEV 24-1140 RUSH 

IIORGEHTHAU - 1 68 

1~1 fEB 24 * II 56 

ESTIIIATES APPEAR TO F~VOR BETWEEII 66 2/} PERCENT AJCll 75 PERCEIIT 

1.41. 

fOR BONDS. THESE ESTIMATES ARE . ~R CONSIDERIIIG THOSE OF LAR<!£1! 

WKS AND WITH DUE REGARD TO 

66 2/} PERCENT TO 50 PERCENT 

) , 
I 1 

I~ 

LARGE BANKS RUN FROII 

• 

Regraded Unclassified



wllliASH RH 29 RICH _24- llJO 

SECJIETAIIY IIORGENTHAU -···· . •• 

1IIAS 

HAVE TAlKED WITH S IX B~S HOl])IIIG PfEl tlt,otO,OOO OF IIAIIQt 

lllTlJIIIT IES. All WOI.Ul FAVOR SEVD TO •tilE ~ JIOGS OYER TWO 

ruR NOTES EXCEPT 011£ BA.c HOLDIIIG t4,000,000 IIATUitiTIES •tat 

lOW) TAKE $2,000,000 II' EMit · 

LEACH: ~ 
~_.~~ 

• 

-

Regraded Unclassified
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1.43 

rt6WASH G269 STL 24-1142 

*lRGENTHAU 

1~1 Ft:B 24 Pill I 0 1 

IN ACCORDANCE WITH OUT TELEPHONE CONVERSATION THIS IIIORNING, 

INVESTI GATION AMONG LARGER STL BANKS REVEALS THAT BOND 

ISSUE WITH RATE AS PROPOSED WOULD NOT APPEAR ATIRACT1 VE. -
. l 

FEEL THAT RATE SHOULD BE APPROXI MATELY 1/8 PC TO 1/ 4 -fC t.~ Hi!;I~R 1 ~,. <t 
AHD D£F INITE MATURITY WOULD BE PREFERABLE· ALL REACTED FAVORABLY 

TO PROPOSED TERMS ON NOTE ISSUE 

Regraded Unclassified



1161ASH G269 sn. 24-1 142 

IIORGEHTH AU 

-

I~ FEB 24 PI I 01 

IN ACCORDAHCE WITH OUT TEL EPitOME CONVERSATION THIS MORNING, 

INVESTIGATION AMONG LARGER STL BANKS REVEALS THAT BOND 

ISSUE WITH RATE AS PROPOSED WOUUI NOT Ar?EAR ATTRAC'M:v?. 

1.43 

FEEL THAT RATE SHOULD BE APPROXIIIATELY 1/8 PC TO 1 /\fJ.i~\.1\ 
AND DEFINITE IIATUftiTV WOUUl BE PREFERABLE. ALL REACTED FAVORABLY 

TO PROPOSED TERMS ON NOTE I SSUE 

Regraded Unclassified



f141ASH 8187 BOS 24-1 247P 

li)RC[JfTHAU 

\C}ij F£B 24 ,_ I 00 

BAIIKERS AHD BROI<ERS CONSUL TED NOT IIITERESTED IN LO,..._ 

MATURITIES AT PRESENT THINK TWO_ YEAR THREE-QUARTERS, 8EYEII YEAII TWO 

TO TWO W ONE-EIGHTH OR TEN YEAR TWO AND ONE-QUARTER WOULJ) ---GO, .ALTHOUGH SCIIE ~UGGESTIOIIS,,EOR TEN. YEAR .TWO AND ~ffBEE.-..£1GitTH, 

~ ... SUGGEST ION FOR LESS THAN ONE AND ONE-EIGHTH FOI ~lYE 

YEARS 
13'31 lEB S't 

Regraded Unclassified



TREASURY DEPARTMIENT 

INTWR OI"'''CZ =-uNicA'nON 

....... :rMnu7 •• 1Ml 

aec,.\&1'7 llorpaU.. - ~ 

10 

111011 •• !. IWleJ 

merm IIZfll 

J'roN.llle 
WRIIIl ZIDl Ull.i lrl2! Pre!• 

&/rf, 3~an 
(3 1&/43) 

O,llll 
0.40 

100.1? 
100.14 

l'r[3a4a 
14]3:!a4a 

3/t1- 2 J! .... O.llll 100.35 35/3:!a«a 
(3 16/43) 0,«) 100.22 2i/3:!a4a 

%1111111 IQDI 
1 .,,., 

6•8r.;ara 1.110 101. 21 1 pt. 21{'&3 
(3/15 4?-41) 1.1111 101.10 1 pt. 1ol32 

3 '7 }/4 • 9 1{4 :pre . 1.'70 102.1 2 ph. 1['&3 
(6 16/48-50 1.'75 101.21 1 pt. 22/32 

3 8 - 10 Jll&r& 1,'1'6 101.211 1 pt. 215[32 
(3/15]*-61) 1.81 101.13 1 pt, 1S/S2 

8 }'2 - 10 1/2 :rr•. 1.10 101.18 1 pt. 1~32 
(6 1&/411-61) 1.1115 101.6 1 pt. 5 32 

21/.C 10 • 127• .... 2.01 102.6 2 pta. 6[32 
('J/16/61-N) 2.06 101.13 1 pt. zi/32 

2 1/Z/. 1S - 1& 7'IU'8 2.211 102.12 2 pta.12/sa 
(S/16/54-66) 2.M 101. 315 1 pt. 215/32 

aa/tf, ., -r. , ..... &M 102.16 2 pta. 1&/aa 
(S/16 Sl"") 2.115 101.1? 1 p\. 1'1'/13 

21- as ,eara a. so 102.11 2 pta. 1!/38 
(3/16/63-6'1') 2. 66 101.U 1 pt. 14/32 

M • r. Jllara 2.63 103.1 2 pta. 1/32 
(3/1& 1&-'70) 2.69 101.2 1 pt. a/s a 

Regraded Unclassified



TMAaiiiY a.tANI NT 

linD OF? IE II JIRIE A1111 

.. ...,..., ......... 
f . I. Wl_, 

"Wt"'! .. 

'- lila DIJ& .. '-'t.:: 1. • 
(1/~ ....,, 1,71 

, )!• - • 1!4 ,.... l.tO <• 5/ ...., 1,,. 

' 1/a - t 1(2 ,.... 1.?1 
(t /15/...., 1.?? 

, 1/4 - • • (• ,.... 1.ft 
(12/ 15/...., 1.?t 

• •1?J:i 1.?1 
(1/11 ) 1.11 

• )''i 10 1/a,.... 1 . 10 
(I 15 4 ... ) 1 •• 

Pn'-'le 
Ill• 
lOa. I 
101 •• 

101.1 
101 •• 

101. a 
101. 10 

101 •• 
101, 11 

101 •• 
101.11 

101. 11 
101.1 

_........, •. -

...... 
J '" ·~-1 pt. • II 

IP'-·J/,• 1 p\, II 

1 pU1~'2 1 p\ • ., Ia 

1 ''· a lii 
1 ''· 11711 
1 p\, .,_II 
1 ''· 11711 

1 p\, 1%11 
1 pt. e 11 

Regraded Unclassified



:147 o.-- o-te• 01 .. a., .,...u_ • llal- , .. _ --

~~~==' ",,, 101.}1 
.,,u 

"· .. SJ.G5 
, • • 11 

,.1 .. 
,,10 

100.)0 

101.10 
101.07 

''·'' 
"'" ''·" 12.01 

,,, 
"·" "·" 

uo.u 
!OMit 
J.l4,11t 

w ... 
U}.1' 
1.22.22 

107.20 
1.11.11 
&U.01 

107.00 
115.011 
101.21 

101.,}0 
110.211 
11).211 

106.2' 
IOit.tlt 
106.211 

U1.)0 
1U.o6 
lll.oi 
lU.22 

1.161' 

~~ .. 20 
101.21 
10>.)0 

l.QII.ol 
~-15 

·Z5 
10).00 
1Cia.15 
10).01 

1012.15 
101.15 
10>.16 

lCX).~ 

101.12 
100.11 

,., 

101!.2, 
105oll 
105.16 

101.10 
105.16 
10} ,oil 

105.00 
10).16 
10}.11 
10}.11 .. ,. 

Clftl• .t tM l *ekJJ et U.. ~. a~bl• Oil .. _....& ftatbUe e 

~*'" ·~ ~~ 
.. l!...U "" .. 1,.,.U 1,llol 
~1,_,.1 1.51$ 

'"'"""' 
1,0}f 

6-)-loo 1,'" 
6-.10-llo t; 6-10-llo 

6-J.O-IIo 1.0}6 
'-10-llo "' '-10-llo "' 
'"'"""' 701 
'-)-loo 1,.., 
'-,__., "' ,__ 
t.~ 

511 
"'1 

1.7" 

'-~ 11,116 
'-- 1,6tf 
'-10-llo 155 ,__ 

1,1U 

.. ~ 1: 1-

'-1- ··'" 6-1- , .. 
6-1- Ia.~ '-1-
6-1-

.. ,,_..1 

.. 15-111 

.. ""'1 
~ 
2/14 

.. 15-'1 ~ 

.. 15-'1 ,... 
, .. ,f..lll ~ 

'-1'-"0 609 
6-u.lto m 
6-u.lto .... 
6-1- ~~ 6-1-
6-u.lto .., 
Z-15-111 ,, 
6-J.O-IIo 711 
2·15-'1 '" 

,., 
,_ 

-)-Jl·- ~ 
J-111> - ~~ 
)-}11 - 5-15 
,.~ 

~11' 
· 1.0-15 

- '""'' -a.a, :HI ,.,._,. 
.. ,1' - ,_,5 ~~ 
.. l/. - U.l5 ~ )-}1' - )-15 

' - '-15 ~ 
t1/l - '-15 """" 11\ - 10-15 ,,_, 
• - a..15 .. , .. ,,, - )-15 ~51 
.. 1/1 - 5-15 lot 

• - 1 .. 1, ~~~50 
)-1/1 ·12>-15 ..,.,. 
2-1/1 - 12-15 ..,_,, 
2•1/t - 5-15 
.. ,1' - '-'5 

50-51 

''"" ' - 5-15 51.-55 

.. 11' - a..15 ""' • - '-15 ~ .. 11' - '-15 

•-l/1 - )-15 *Go .. ,, .. - t" """ .. ,, .. - 15 ,,_,, 
.. ,,, - 12•15 60-65 

lot .......... n,p y 
~·-.. . 1.1(2$ A • }-15 111 

1·}/1 • - 6-15 111 
l-1/lt 0 - 1&-15 111 

1·}/lt A · }-15 ... 
• . - 5-15 ... 
1-l1' 0 - 11-15 ... 
1·1/1 A • '-15 .. , 
1 • - 5-15 .. , 
1-1/1 • - 12·15 ,, 
1 . - 1:1' 

.... ,, .. A • 15 .... 
1 0- ,_1, .... ,, .. . - 9·15 .... 
~~: A· }-15 ~ • - 11-15 

.... hlonoq ll, ..,.1 

10To11 
lOI,U 
w.u 
lOI. U 101.15 

lOT·:z 10! • ., 
U). U}.1' 

uo.o6 
uo.a 
u,.u 

105·"' - .01 
101.01 - .01 
101·15 .oo 

IOit.~ -.01 
w. .00 
105·15 •.ol 

105·11 
107.1 
110.111 

10).11 

:~ 
lot.OI 
107.111 
10fo15 
107.11 

101.05 
lDl.U 
101 .... 

ta.05 
lO).U 
10).10 

102.10 

101.11 
100.1} 
101.19 , ,,. ,,, 
100,111 ·" ,,., •• 

II__,. •• ,.. .... •' lecl....._ ..... ,n ... prt.,.-.. 9/7J/'1'J ... st. ... .. r.r. ,... ...._.... Ot.Mr ,.,.s.... .. - fill ob.UC ~ ...... .-w~AM . ..._h.-& Pl"l ... laol...,.. 1a ... _ ......... ,,.,YJ. 11 .......... ..u .... - ,.._ ... ~" ,.., .. _.07 .... - ,.t- .... elM,... Jl "'"'- ... ,_._ - · '!/ -
........, 1ll 7illl .... ~ 71J ... .,.. ••11111 1w ,r~-. _. n .. ......_ .,. .._, • ., l•-· ltl u... et ., ,.., .._.... • ..... et P"-•• .....,. MI'O )"l.t4 . 
"'Oal1e& , _ ,..,.,..u .. - ..... 15. 1911l. 

• 
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1.48 

OH,._U.•OOUDhr Ol.ollltc ~okt:iou OD letna't, l ee ...... Me& lt7 .. UalMI 8taMe • -· ...._, .. , , ,..1 

.. _ 
._._, !1-il-)5 

..... 
100.01 105.1£ 1+'oo 1~.20 2-19-41 • 2)4 ,. - 1-1~ ~7 ..... .oo . .. 

'-'-" 91 .2) !)-21-, 105.<>6 1-s-llo 102.22 2-20-111 10) 2-)f't )-1 ~7 I.OO.a .oo .u 
s.. ... , , .. ~ ,., ... ,~ 101,21 M-Ilo 105.21 6-10-'10 95 Hf't - J-15 - 107M .oo ,,. 
&-~, ,,0) !)-1~)4 lOf,Z) ~~ 105·20 6-~ .,, ' 5-15 ~ lOJ,GII .... .1' 

1010 
5 ~1,_, 100.22 ,_~ ,,, 100. 22 )-~ 100.olo 2-ao-.~1 191 ,,._ ,_ ~15 .1 .... ,01 

6 7·1-)5 1()5.1!2 6-5-, ,..20 1o4.24 J-1..loo 102.20 2-11~1 075 2-1{1; ,._ 7-1 ....... .... ,fT 

7 5-1·)· 109.11 '-'-~ "1 9-12·)· 108.111 105.07 6-)..loo 77'J ' .... 5-1 ~~ 
.... .11 

• 6-1-, 10).16 12-1)- 96 • 9-25-, 10),26 100.<>6 6+'10 755 1-1/ 2 II- 6-1 +.01 ,,. 
110 

101.10 &-&-" 99 .19 9-11-, 101.~ )-1s-llo 100. 11 2-20-111 2ll 7/,. 1- 7-20 ~. .oo .olo 
101. 11 6-5-, ,.19 !)-11-, 101.07 )-ll..loo 100.15 &-6-0o ., 7/1 ,._ 11- 1 .1 .oo .o6 

, .16 9-1-~ 101.09 ) - 11-0o 100. 14 6-10-'10 )10 7/1 ... 1-15 42 100.1, • 00 ... 
100. 18 5-21- 101.2S ) -15-'0 100.11 5-2s-llo 276 1 .. 7·1 •• 100.31 .00 ,., 

CCC 

J-15-~ ,.01 100. 24 lOO.olo &-10-'10 ~ 
,,._ .. 1-1 41 100.01 .... .o6 

)-1s-llo 100.11 101. 14 100.20 6-1o-loo 1 ... 11-15 41 too.a .oo .o6 
12-1~ 1oo.o6 101 .02 100.<>6 l-1!;-4o 219 )(I; ,_ 5-1 ., 100.19 .oo ... ·-~" 11-l..llo 100.05 11.4..loo 100.01 2-20-111 100.()5 100.01 2-20-111 112 1/ "$ 1- 11-1 41 100. 01 .00 ... 

~ 17 ,_,_, 10).02 12-1~ "·CIT 9·25-" 10),02 101.<>6 &-1o-loo 114 .1·)/1 ,._ 2-.1 .. lot.olo +,01 ·" 
otttoe .t the leo~ td -. ln&11'1117'• Dhtd.oa of a.Mrai"Q .aDCL 1\athUCI 

lJ h•'• prlo .. aot taol'llllM. 3Qa4 prlc-.1 prior \o 10/~/, are OloMI oa I.T. Stock~· 01bu prlOII .,.. •- el olotfJrc b14 diS._. .-t.atlou. 
1a b.h\oJT ~~ 9/~/}9. J1 Oo.pQte4 to call uu wlla prte•• .,.. a'bo~• par; to •tVi\7 Ut• wb-. prloto• an \ d ow fU'• 

..... 1.1 .-.4 pri.OII bol ...... 

J. 

' 
Regraded Unclassified



Joo\oa / 

IIIIUioapolh 

loDI&I CI\J 

Dolloo 

t/ Soo Pr&DC ioco 

lOT A. Touc, PHold.•t 

All• lpra\ 

Jolla I. S1Dcla1r 

llat\h .. J. rt .. tDC 

IIDCb Leach 

BoMrt s. Parker ~ tlr, <- / ~\. 
O.Orp J. Schaller 

111111• llcC, ll&rUo 

Jolm 11. PeJ\oD 

!oMrt B. Gilbert 

1.49 
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connection aee &leo Cochran's memo 
and Sir Edward Peacock'• letter of 

• 

Regraded Unclassified



151 

TREASURY DEPARTMENT 

c 

"' - .... eo=-
STRICTLY CONFIDE NTIAL 

.U l;:llo tb.l.o otteraooa \llo lecn\ar7 .._be4 t1uo Jr1Uoll Jalluu4or, Lori 

lollf&X, Mr • .Arthar J. Pvrto &4 lir l4var4 Poaooolr. lira. _ noh aa4 Jleoero . J'ole:r, 
ruto oa4 Cocltraa wore preon.t at tlle oooter..,ce . 

~ Jabuu4or \ol4 \be hcre'-r7 ~ be -• .are ~\ b.l.o uooclawo be4 

coa:torrt4 vUh \be hcre'-r7 -.poa ~ quoUoa ot lrUhh 111'111\Mah 1..a t1uo uat­
stolu . !loe Jabuu4or ha4""" recol,.... a ••oace fna b.l.o PrlM IUalnn liiLlalo be 

... laot~l4 to co-..lcate to tile .t.Mr1.cu aon.,_t throqll hcreter7 llor&fttha. 

!U .Ybuoo4or '"""'' ~\ be vu l..a poo1Uoa to 1aterprot \be tllncllh YILI.oll. tile 

PriM K1aloter ho4 1a ala4 1a tile foraaUoa of tluo plu Yhioll. 1o aov bel..ac _,..otl4, 

014 lit 4to1rl4 to "' fonll \llo" \bncllh. Uter opo lrhc, tile Jallu....,r hu4o4 
14 ltcrttlr)' lforcoat hla a al..acle obelt of peper oa Yhioll., tile Aaboau'or ota-, be 

W roeor414 tile reMrlro Yhicll lie be4 ...... !hl.o ota-t ree4a u follont 

'boo lsno\Mah are of a opeo1aJ. oll.oraoter. !hq ore l..a tile .aia 
l bo rooalt of 4101Mo of hMl.UIJ ootopeUUft otfort. !hq repreeeat oa 

oooooaic ll..alr Uttereat troa isnot-to l..a urlrot "oar1Uoo. We aolr tile 

Prul4tot to Cin b.l.o oJIIII&\lloUo ooaa14orot1oa to tlll rlevo of oar HJIH­

Matotlno, oltller oa per\iftlar -•· or, for e:raple, oa tluo l.lqlor\aa\ 

- of limaace -.luoaeo -uoae4 l..a tile -r-'-· We loeU .... 

lbore 11 a -• ia\eroat 1a tile .aiato..- of- ot oar 41root tsnn­
_h, aa4 *Uo vo pat oaroolfto eat1re1J 1a t1uo Proo14eat1 o hu4.o, vo oolr 

h1a to ta1r1 accOQJlt of 0111' 8UJ tl-ial probl-, both \hoM liiLlcll uoall 

u -. aa4 thoee liiLloll., vi\hoat proper forothcqbt, lliebt cnrvbela u 
atttr tile vor . • 

!lte Jalluu4or \Ilea -1oe4 to \llo lecro'-r7 tile ottaclle4 _r..._. 

1M Mboooo4or ototo4 tllat U -. tile 11M of b.l.o Oeow-a\ ~~ tile ProoliMt of 

1M 0.1\14 Statu ellnl4 loe u!rl4 w \alro onr tile JrUiall 41rlot isna\Ma\1 1..a \be 

'lla11H. Statio &4 orruco for \llo 41opoool of raosllisno-h oo be - fU _, 1a 
i11C1o clr-~u 01 lla 4ooM4 •propriato. !» repreootatlftl of tile JrUiall 

O...roooat voal4 loe &Yall-'le to allalt \heir oboorraUoao oa e;q tu•U-. liiLlolo 

~ arbo , 

Secretar:r Wor&fttllaa u1ro4 1f tbJ.o 414 aot coaoUtate a oll.aoCO froa t1uo 

ttlctaal hiUall poUq vi\h reopect to lUll tsnotMah. !» Aabueo&r apreooo4 
1• oploioa that tile naoah4 p1oa llnl4 acoollpliall tile ea4 atullJ 4teire4. WMa 

IM ltcrotlr)' qll11UOM4 Sir l4vari Peaooolr Uroo\1J ao to YM\lllr We - plaa ... 

lbt- ""that •bo41e4 ill t1uo lu\n.,uoaa ...a.r Yhioll. Sir 14w.rf. llo4 c- \o tlll 

'lla11M Statto, tile lo\ter "P'•h•t tllo\ t~uore ... a Utteroace. .. aa14 ~\ U 

Regraded Unclassified
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character. 

!heae inYest.enta are of a special 

!hey are in the main the result of 

decades of healthT coapetitiYe effort. !he7 

represent an econoaic link different traa inYest-

ments in aarket securities . We ask the Presid.at 

to ciYe his ~pathetic consideration to the Yiews 

ot our representatiYea, either on particular cases, 

or, tor example, on the iaportant case of 1Daurance 

businesses mentioned in the memorandua, We believe 

there is a ca.mon interest in the maintenance of 

some ot our direct inYestaents, and while .we put 
/ 

ouraelYes entirel7 in the President's hands, we 

ask him to take account of our UJ:17 t1nanc1al 

problaa, both those wbich auall us now, and those 

which, without pr oper forethought, aicht overwhela 

us after the war. 

• 
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!be bitbla •••• 

all Br1t1n ·Unet iaftat.mta ..s.r u. -Uol. fit 

tile Ull1te4 Stataa loYV at ao that tllaae ~ be 101.4 

1D orcler]7 taabion Ul4 ao that tM UD1te4 Stataa 

OoYern.ent, tbroa&h IUitable repreaentatiYel, 1ball be 

able to IUperYile Ul4 it tbq tb1llk tit control tM 

aelli.Dc· 

2 . It des1rec1, the Britiah Oonrn.ent are al.o 

w1ll1D& •• rapidl7 •• ia practicable to tranafer to 

the UD1t.d States Oonrn.ent tile title to theae 1D-

nltMDtl • 

.) • In order to prortde a connD1ent MaDS ot 

aettl1D& by joint diacuesion all questiona which ari1e 

a1 reaard• the diapoeal of direot 1DYelt.&Dtl, while 

lenin& the ultt.ate decision to the United State• 

OoYeraaent, the Britiah OoYer..ent propoae ~ tolla.­

iD& procedure~-

(•) tbat the realiaatiOD of _,.upon the 

dir.et 1Dna~h shoald be placed UDder the 

control of a jo1Dt co..tttee repreaentiD& the 

UD1te4 States aDd Britia~ Qoyern.enta; 

(b) that attar bear1D& froa the British rep­

reaentatiYes releY&Dt detail• of tbl particular 

oaae tbl UD1te4 Statea repreaantatin• •~d 

han thl r4bt to require an;r particular dir.et 

1Dn1t..nt to be aade anilabll either (l) tor 

wtript aal.e at a price acreed between the 

nD4or aD4 the purct:.aaer, or (2) 1t t his aeeu 

praterable, aa a M ans of raisin& funds by 
Regraded Unclassified
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bonowiD& or bJ tbe eale of ebu'ee on acceptable 

tan&J 

(c) that 1t tba beet tena obtaiJiable are not 

acceptable to tbe 'ND4or COIIPUQ', tbe c~tt.e 

a ball be autborhecl to ~·• tbea 1t, act1ng 

1D a&ree .. nt, tbe7 consider that tbey abou1d be 

accepted; 

(d) that the President eboald baTe the last 

word 1n the e•ent of aQ1 difference ot opinion 

between the United Stat.. and Br1tieh repre­

aentatiYes on tbe Co.adttee. 

4• This procedure will &in an opportunity of 

aettl1ng all questions ae re&arde 1DdiYidual coneerne 

as they arise; 

tion which should be 

•••••r, one general ques­

in adYance. The 

British-owned insurance co~an1es and branches 1D 

the United States appear to the British GoYe~nt to 

be 1n a special category compared with other direct 

1nnstMnts. It is hoped that before tbe United 

Stet .. Oonrn.ent decide that Brit1eb-owned 1Dsuranee 

1ntereeta 1D the United Stetea mst be sold, an 

opportunity will be given at the proper ti.e !or a 

discussion of the whole question of insurance, ita 

bearing upon the United States and Great Britain 

alike, and what the effects of selling the British 

holdings 1D the United States would be. 

Washington, D. c. 
Februeey 24, 1941 Regraded Unclassified



H.K.Jr: 

opera t or: 

Arthur 
Purv1e: 

H.M.Jr: 

P: 

I!. M.Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

H. l!.Jr: 

P: 

H.M.Jr: 

P: 

Hello. 

Mr. Purv1e. 

Hello, Henry. 

February 24, 1941 
5:20 p ••• 

Arthur, oan you l1eten? 

I can l1eten, yea. 

I mean, I don't know whether you can talk ••••• 

Yea, I can completelJ. 

Good. I think you aee I wae qu1te d1eturbed. 

Yea, and frankly that worried ua all becauae 
we didn't qu1te know why. 

I'm going to aak you eomething because I don't 
reel - I still don't teel I know what it' a all 
about , and I wondered it you could come over 
tomorrow - are you busy tomorrow at 10:15? 

Hot a b1t. I' ll be there. 

I tell you what I'd l ike to have - 1t you could 
have wi th you. You told me a lot ot cables 
went over on thia thing. 

Yea. 

It you could read me what you aent, and ir 
that 1e a typ1eal cable or whet went on 1t -
1e youra tJP1eal? 

Oh, well , abaolutely. Any cable that I een 
br1ng you Will be abeolutely typical because 
1t' s - yea, Henry, I see exactly what you meen. 
You want to t1nd out whether there ia any 
ulterior thlng ln thie. Actually it ie my own -
I think I have been the one who bee had th11 
motive power ot deair1ng to get them to put 
themeelvee 1n your banda . I'd 11ke you not 
to worry about that. 
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H.M.Jr : 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

P: 

H.ll.Jr: 

P: 

R.M.Jr: 

P· 

H.M.Jr: 

?: 

B.II.Jr : 

P· 

Wel l , then , if it il you, then you can ltr.i&hten 
• • out beoau1e I need ltrailhtening out, Arthur. 
I jult don't get i t. 

Well, Hen~, it'a a genuine effort to get 
aomething into a correct pr oportion in London 
11 auoh •• here, aa I told you before. Thoae 
I think were my worda aore or le11 on both 
occalione. 

Wall, what I'a aaking' you now- don't let 
that in any way interfere with what I have 
officially aaked the Ambeeaador. 

No, no, no. 

About t he lnatructiona that Sir Edward got 
when he left. 

Yea, quite. Oh, no, tbat'e going on anyway. 
That will be there, but I'll come over and 
see you at 10:15. 

But all I can eay ie, I'm awfully 'lad that 
I'm the. firet hurdle and thia didn t go 
di rectly to the Preaident. 

Oh, well, yee. 

Becauae - oh, I'm 99~ eure that hie reaction 
would be the eame. 

I aee. Well, let' s get it etralghtened out, 
Henry. I mean, t here ia nothl~ einiater in 
thil I oa.n aaaure you unleea it a i n me and 
I don 1 t believe I 1 m the t type. 

Well, I know you're not. It thie ia you, then 
I don ' t vor~ but ••••• 

It waa I who etrongly recommended that th1a be 
done. Strongly ur ged. 

Well , it you would in the prooeaa or straightening 
me out, it you could 1how me your arguaente tor 
it, that would help ae. 

Ye1, I know what you a ean. 

There'll juet be JOU and me. 

All r 1&ht, He~. 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTIEit-OI'l'ICK C0MMUNICA1'10N 

Beoret~;gentbau 

Mr. Ha~ • 

1.58 

Work Pr oJeota Administration reports 1nd1oate an 1noraaae 
of 56S persona oYer the previous week's empl oyment to a rounded 
r1.gure ot 1 ,g93 ,000 tor the week ended February 12, 1941. 

Attaohcenta 

• 
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Week en41RS 
194<>-41 
Jill)' 3 
Jill)' 10 
Jill)' 17 
Jill)' 24 
July 31 

.tuguat 7 
J.ugllat 14 
J.uguet 21 
J.uguet 28 

8eote111ber 4 
Septeabar 11 
8epteaber 18 
8epte111ber 25 

Ootober 2 
Ootober 9 
Ootober 16 
Ootober 23 
Ootober 30 

November 6 
Noveaber 13 
November 20 
Nonaber 27 

Deoeaber 4 
Deoeaber 11 
Deoeaber lS 
Deoeaber 25 

Januar,. 1 
Januar,. 8 
J&n\IA17 15 
Januarr 22 
Januarr 29 

Februarr 5 
Febr\IA17 12 

8ouroe: Work ProJeote .lda1nUtrat1on 

haber ot Worker• 
(ID tboUMDCl•) 

1,6oS 
1,620 
1,659 
1,6~ 
1,701 

1, 709 
1, 'lOS 
1,698 
1,691 

1,690 
1,687 
1,689 
1 ,7~ 

1,747 
1,762 
1, 768 
1,776 
1,779 

1,783 
1,785 
1,806 
1 ,820 

1,832 
1,855 
1,872 
1,878 

1,uo 
1,887 
1,893 
1,896 
1,895 

1,892 
1,893 
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• 

luaber ot Worker• 
1933 

Ju1y 
.Auguet 
Septe•ber 
October 
November 
December 

1939 
Jan11Al7 
February 
Karch 
April 
l(q 
June 
July 
Auguet 
September 
Oct ober 
November 
December 

19llo 
January 
FebriiAl')' 
March 
April 
May 
June 
Jul)' 
Auguat 
September 
October 
llonaber 
Deoe11ber 

1911.1 
January 

Source: Work Projects Ada1n1atrat1on 

(In t bouean4e) 
3,053 
3,17l. 
3,223 
3,346 
3,23~ 
3.09 
2,986 
3,043 
2,980 
2,751 
2,60<> 
2,551 
2,200 
1,842 
1,790 
1,902 
2,024 
2,152 

2,266 
2,324 
2 , 233 
2,092 
1,926 
1,665 
1,70l. 
1,691 
1,704 
1, 779 
1,820 
1,878 

1,895 

Mont hly tigurea are weekly t1gurea tor the 1ateat weak 
ot the month. 

rbey include oert1t1ed and nonoert1t1ed vorkere • 
• 

Regraded Unclassified
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C0!17IIlll'I'IAL (~o loop You Pooted) 

Jobruary 24, 1941 

To: The Secretsry 

l'roo: Ia. Young 

ReI Y&!l tnzen ot ConsolidAted .Urcr &tt 
end l!.ea't')' Bo1:1ber Delher1oa. 

I talkel wl\b l!r . Van D>aen of Conaollc!Atod .urcratt on 
the t elepho• hid&T, ...00 I aaked him to como i n and exnl•in 
hla diff icul t lee but he vao too buoy with tho C.A.A. ~d the 
\lor Do~&rtllold . 

Hh eto17 we \be.t it vao soing to be e. great herdehip on 
Conaolidatod i t thoy could no t f l y the B-24 ' • or the PBY 'a 
direct !rom tho United St•tea to a British pooaoaaion otbor 
thM CIUW!a, that our requeot to have no Brithh pno .. ngoro 
c.rried in t hooe ~lenea within tho United St &to a bad atopped 
tho ! rltieb t raining program, and thAt Coneoli deted did uot 
h~e enOUG)\ crewe to flight deli~or theae nlanoa to Canedo or 
l'erc:uda. Mr. Vo.n Duzen'o attitude, "*>ich at ronglJ' rea..,bled 
l.aJor neet1 1 UDOn hi& firat contACt vl\h thh office last 
au:zsor, "AO ouch t h11t I did not vaote INch U•• on hi=. 

I called the British .Ur Cocciooion, ODd, ao a r ooult, 
• ceeti~ wao hold in "1 office l Ate 7ride7 &ttor noon, a t 
volch vero preeent Neil Cr&¥, Mr. Dlckene , end Kr. Wuaaon , 
r..,rounting tho Brithh. llr. Dickena h tho follow i n l<ont real 
Yho h~• ch&ree of all flight deliverlea of planea. I aoked 
Oac~~r Cox t o oit with "" tu>d ve wont over the whole ol tuetion. 
Subaequently, we met with !d Joley and wont over the logal 
••pecte of tho eituatlon. The etory it aa tollowe: 

Ao you know, tho St~te Deportment in tho throe letters , 
Yhlch you know about , ~· the Br ltieh porclaalon to !light 
t ellver ~rcr~ft troc the United Stfttoe to the !ritiah terri­
tory under throe oonditione: (1) that \be title r o::a1n with 
on American c1ti ten until the pl•~• baeeo4 tho torr1tor1&1 

162 ./ 
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jiU"lodletloll ot the 11111te4 Stateo; (2) tbat tho pl.alle bo no,.. 
by Jrltloh clYllleA erewo; aad, (3) that the ploa. bo ~d. 

Ill thh COIUiectloll, tourteo11 or i'lftoo11 PJT'o ben alrea4T 
been tlovn to the Jar l aot In aceordeAee wlth theoa prOYlolo111 • 
Ev idently, tho State DepartDOnt cot vorrled obout thl o oltaatlon 
pondlQJ pAooac• ot lend leaoe aa4 eo.aunleated tboir vorrleo to 

1.63 

the Attorney GenerAl, wleb rooultod ln tho conforeneo "' bad bot J '2' 
vook vi th roopeet to tho 11-24 which v&o tbon In l!ov York • ..:..tu-;. "'~ ·c t 

Ao " reoult of thl\t conference, "' aokod tho Brlthh to delher 
tho ~lanoo to Canada vltb Aaer lean creve ao4 not to carry aD7 
Jrltlob PI\OIO...,oro ln the Unltld Stl\too or 011 tba dollYery fli.C>t. 
At a ruult of tbooo 1notruct1ono, tho 11-:!t in lfov Tori< vao flovn 
to Canada vl tb an Allor lean crev. 

Thoro oro tvo probletto &t preoeot1 t1rot, cM tba Stdo lle-
711rtme11t reno" Ito percl .. lon to tl11!ht dolhor tbaao boabaro with 
a Br itltb crew from Unlted Stateo terrltor,r, and, oocoD41r, vlll 
tho St Ate Depart.cent allov Rrltloh crevo to train ln thooo tblpo 
at 51\n Diego. !be Rrltlob deo:n tho latter probl• .. re U...dle.tolT 
l~rtiUit boeauoo there lo no i'lold outoldo ot the United Statee 
vhoro !rltloh croYo cen get their training betore tokln& theao 
plMeo 1\broad. 

Tho field at Botwood lo ln ouch condition that lt can fmly 
be uood tor a JU!IIp-off point and then ooly vlth oo• rlok and W>dor 
good voathor condltlono. It lo not pooolblo t o uoo lt for tralnlog 
purpoooo. Tho ooly other field In Cl\llada wleh CAD tcco ... date tba 
B-:!t h prooontl7 under t!Ye toot of 0110w. o:'bo tlold In Jer- lo 
not adoquoto for the 11-24 eo tralnlQI canDOt bo dooe thoro. 

for oou tlmo Rrltloh clrtllan crevo hoYo boon sot.,. up vlth 
tho Conoolldatod cr...,. gettl.llc a little tralnlns at San.Dle&O ao4 
then &OlD« alone vlth tho p.le.neo acrooo tho co11t1nent to co11pleto 
tholr tralnlllj!. !beoe Rrltlob c lYIU..,. p lloto are forlllr -loyeeo 
of Ioporlal J.ifYaTO, &Dd, althoUj!h th17 hllYI bad hoa'r)' boaber o:r:por-
1oneo, they CN>DOt t17 tho 11-34 without oODO tralnlQJ. (It liUOt bo 
rte~omborod thet tho 11-24 hAll oonrtll iJIDoYatlollo .mlch .-Ice traWn,; 
neeo u&r7 for anr pilot. ) 

Thuo, It lo 1~~pooo1blo tor the Jrl\ioh to !17 tbooe ohlp o abroad 
Uoleoo tho Britloh crewo ora trl\lned In tho Uni ted Statee. Tho 
actUI>l tra1n.lng period 1o only a aatter ot teD or fifteen l'l71D« 
hA>ur o. (Ao a Mttor ot fact, Brltloh pHoto oro fiylns with United 
Statoo p iloto at Boeilll! altho~ nothing bllo boon oa14 about thlo). 
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It W.JAf ..u.l ~ .. .At ..... IJ I al .a.u tiiS• ...... 
lac pro'll~ -' •-ww ...._. tMt ._._ •• ..... • -' 
1111 ...., .. 11e1r m -..... It .. u • .._..u .. t~~at , .. 
.II'Uhll ... a "'-1 -.,:it .. la .. tM IMnt~ of ..... fW 
p-l11lM .. wala ...._ llrtU* - u tM ..... ~of ..... 
IIA4 p- .. "" ---...... , ........ 

l a orter \~oat thlo •Uer ~ M u.dle4 la tile proper wr 
oD4 t o..-1 .oUoa .......... , o- Ooz u4 l .. _,lac vUII 
.lu ltt aat s.cret~ ot ftate h r le at IIllO thlo .tt-• aa4 
tUiDC vl\11 u Nprlleatau .... of \Ill Jrltloll .Ur o.-looioa .. 
411cuo W e oU•Uoa. 

if!t . 
• 

• 
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COlli IID'ILU. Ual!!po!!! to TOFI!a'!!ot) 

hlln&r)' 24, 1941 

?rom: Mr. ToUA,& 

l!tl Brltioh Pl&Aoe ill Oroeco 

SoBO u .. aco 7011 Mlltion.ed tho tact that 7011 had. hoard 
UlroucJ> Mc'feich that tho Bri Uoh had. oD17 U.irtr-two pl...,., 
optrAti DC 1D Ol'etct vher ... Sir Bonrr lelt hod t old 7011 .... 
HDt prmouolr that thoro vare 400 • 

.Utor tho uiUI\l ditticultieo, llr Benrr a4'r11o4 .. that 
ho hod bton a little optia1ot1c ill hlo t1suroo 4ut to the tact 
thAt ho had baaed hie eotimato ~10011 t bo ....-.. ot 0'111114rODO 
.mich ho hAd been o.dYioed vere oporatl.oc ia Ulat area. It 
turned out, hoveYer , that the aqUAdrone ueed wer• oot of ataud&rd 
tho . 

.l.ir Co-.<lore Pirie baa a4rtotd Sir Bonr7 that ao of tho 
m144lo of J&AUM"7 oae oquadron of Ol...Uatoro &114 throe oquedJ-ono 
ot Blenho1a boaboro ...,., oparatloc 111 tho ~nt liM 1D Oreeco. 
Tblo woDld ~MD a total of tlttT-tWO plaaoo, ol.xtoan Ola41atoro 
all4 th1rtr-o1x Blellheiao. Pirie &.leo oa14 thot there -o """ 
bt1DC Addo4 ODe OCluadron of Burric...,.o aA4 ono or tvo a441Uoaal 
'bog~or O'lwwlrono, vhleh voul4 br1D& tho total of planoo at tho 
front liDo up t o about ninetT-tvo . 

lllrthor, there vill be a fiftT per cODt roeti"'o 1n Greoeo 
or adJacent aroao vhlch, 1t 1Dclu4o4, volll4 'brlos U.o total up 
to 138. Sir Bonry oa14 that ho eoul4 aot \1114orot&D4 tho tiguro 
of thlrt7-tvo pl&Deo reported b7 McVolch. 
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S.crtt61"7 of 8\&ie, 

u 6, ,_,\7'-fCI'CirliL.. 

r..pUoll 1 I 73, IW'bJ'UZ7 } . 

••na 
DaW JWll~ a , l!l'n 

.... , 10130 p.a. 

Sw41oh OooperaUn tJidoll appron o ll1ko'bylt' o 

propo iiAl IZI4 &QCPih ~t part of llw41oh taaAo 1ll -
Unltt4 h ateo be o:o;p a ' el to pgrah&M official prealHo 

abroo4 IZI4 tor bouoiDC oeeloffiolal or10R18&\101ll o 
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llr DAJAIII, o o • o • ~ w - ..t 7ft ._, for tile p =••ac '11111 •to 
~to tho dofnll of tile tlaltel "•'"• u4 for otw pvpoooe•, wllleh 11aa 110\blal 
to u:r abollt dofnll of tho 17a1tel ftatoe 'llllt -.1> h MJ a 'boa •n~aer JI'II'PIIIa. • 

'!'hoD ot:aln, there vae an eleoUoa onpetp laet tell aDd U -u ..- 4<1 to · 
"'11111\ tboao IUUII to tile people, 

KoaJ!whllo, t ho 'faot oae c011prb1JI.c .,.... ote'bllhaUo11 hJI.d .,., 110t 'bolJI.c Oftr­
loote<l. I oa not able to u:r how lOA« COIIftreaUoae procol414 with roter....,0 to Uo 
41rtrolon •tor othor purpoooe• but thoro coao a ~ 1JI. Doc•'ber ..._ tho Seer...,. 
or tho fre&OUI'T IIPPI&I'I4 'botoro the • ....,,. all4 Curr~~~q OoomiUoe at halt pan 10 
14 tho aoJ'IIIDc. l!:r aldathriiOOJI. the aw.papere r-uatod Ia cr•t llec411JI.eo tho tale 
or - uoo of n.ot alllloao troa tile oto'bUhaUoa tuaa for tho aalahuJI.Co of tho 
Chl.luo 1"""· It 1o raaooM'blo t o 4- that tile traneaoUo11o - tho •tl.oao ao 
rolltod lD the '1'raa1V7 __ .,.t .,., act 'b- all4 concla414 that ~. It ..., 
corofDllT noted lr7 tho lloorltU')' of tho ~ .. 1111'1 thot hi ha4 tol4 uo ill 1939, *• hi 
aabd for "" oxtueion of hlo powero tor the Uoo of tho ota'blllsatlon tuaa, that hi 
..ool4 not dopart tr .. tho p racUceo th.., p romliac 0 v1th01lt coalJI.c to tho CoacrHe. 
'l'hft'o no llO bill pu41DC ..,.,. he coae 'bet oro tho BaAit111C and Cllrr""CT c-1 t\11 Ia 
Doee.bor but he uplallll4 tho D&ture of tho propoood traaoactloa with ChiD&, 8114 011 

atrODCtb of hh upl&ll&Uoa aolcecl tor a ~h of oolltlde~~co. .t. aotloa that hlo 
oatilloQJ 'bo recorded ,., crr~olalll&l7 4ofaatl4 'b)' a ~h of IWlT of thooo opolloor-

tbo pendlllfl 'bill, !lot 0111 wor4 -• oa14 to thot .-1 Ueo a 'bout a 1'ropoel4 loan 
to Arpntllla In tho wa of $50 ,000,000 froa the eta'bilhatlon tWI4 a114 $50,000,000 
aore from the ll;port-h1port -· !he S&D&hre prooo11t that aorniD& loa1'JI.14 that 
afternoon about tho tranaactlon troa the -e IIIWII})f!Pit' arUclll *lch rocltod tho 
.. to of collfldance, !here -• 110 upleuUoll of w~ wo ohould prondo 4<1llar oxohnp 
tor !orotcn cportoro to .t.rpntlJI.O, 'but tho Soorot&l'7 ha4 ooao 'book \o tho Coacrou. 
I •lcbt obaom t hot hle coalq to tho Coacr•11 •• act halt •• boportant ao ""- ho 
h plllfl !roo thoro. 
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Scorctnr:r of State, 

:7ash ineton . 

707, twcnt:•-fourth. 

168 

; L..ll: 

London 

Dat~d r:brua~ 2~ , 1941 

Rcc 1d 5 n . tl, 25th. 

PO:l TilEASUllY l"ROJ.: B'C?; :;:r.: CIR':ll t 

l . I hc.v: b£E'f\ bee!: in London t or something ova 
I 

tt~o weeks. C:::r.c tpt ro\. the d&l:lac e t o the cit;o-, peys1call)' 

the scene has 1t anythine chanced f or the better : 

comparat1v t l;: little destruction hca t ekrn plr.ct 1n the 

pas t three ~onths and methods of ranovinc debris in London 

hav e cr t Btl7 irlprOV!d . 

2 . The incrco.sinc :>cc ti of 11r.r r>roduction en~ the 

ccocr cphlcal ~t~sion ot ~ostilitics ar t reflected in 

tl::e s :cond j~ 1n ::r1t1ah : overnmcntel cxperx:.1turo: this 

y ear from po~s 10.6 ~llion r>cr de~ to pounds 12 .5 m1111or. 

be tween October tiDd Jr.nuc~. Tho~ t~'J<AtlOn 1s comine 

in bett <:r than expected end r ~ctipts from savln:.s lssuu 

hav c increas <:d froc :>ounC:a 17 n1ll1on in the last uttk 

of October (or en annual rate of cbout pounds 804 million) 

to nllot· t pounds 27 n1111on in t ee:. or tht past two wu lts 

(or r.n nnnunl r ate or pounCs 1 ,2~2 n1lli on) , the flontlnc 

debt hc.s increased fror:1 ;>oun<!s 2 , 2G2 nil lion to pounds 

2,647 oilllon 1n t he period. c;:vcn 1f the efforts to 
1ncrcaac 
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1ncrcaar •~11 aavlnca b7 &0 prr ornt (froa p~ 10 to 

pouncl.c 16 o i1l1on ptr wEEk) auooua and 1t thc prumt 

1cvd or thc larcrr aavin,:o alco crowa tht public •a 

vo1untnr~· cffort ':1111 atlll b: fnr from sufficiEnt 

not onl~· to fill thc ::;e.p bctnttn r~vcnuc end cxpmc!iturc 

but t.lso to abnorb the cro•Yin_ Mnc-; incooc which 

1a I!IOvin,:; in th~ op,ositc c!1rcct1on !'ro1:1 thE volu::>c of 

conauncblc cooea . ':'h~:ror: 1n s;>itc of the Cbc.ncdlor 

o~ t~E ~xchcqu:r 1 s rr.c:nt nsaura~c:u r:port:d 1n th< 

~baa3y 1s t tltcrct~: lro . 1!.65 ot Vr.br\.Ulr·· 7 , that th~ ..,:&_:l 

ls cxc.c:crc.tcd b<ccus~ or thc usc of "other resourcEs" , 

ouch aa t.'n vc.r lot>s snclnl lnaurnnc c nne:. m.r 1nsurc.ncc 

funds na uc11 ns dollcr nssct~ rn~ '~'ire at~r11n: ~clnncEs , 

thcrt 1a r. ~ood dt&l of c.nxict; Ln to thE poaa1b 111ty 

Of an 1n!l&tioru:ry DOVEJ:It!'lt Ci ' tn th~ probable fi;)Il' £8 Of 

rx:Hndltur: next :rcc.r . 

Sincc 1:.1:; spccc~ r<::>or~cd 1n t:tc Enbaosy's t£lt~ 

··o . 3201 of Scpt!::!inr :5, t:c;nca , v..o I undcr~t&nd 1a no• 

for e.ll :>racticr.l :>urpos ts r r::.,ulrr Tr:nao·r:: of!'1c1cl , 

ht.e not LCt.in '':blicl~· crLl~·z cd or prounovnctd j uc!{;l:lmt 

on the r 1nc.nc!c.l ros1 tion but othcro ln t:1E Trcc.aur:; err 

both aurprio~d c.r.d ;.)l tc.scd thct 11 ~0rtth01'711 tl: crc bcs Oto;Jl 

no M&rkcd infl&tiont::• Movcoo:.t :r~t. !::ut thE feet r=1ns 

tl:'.c.t I>~~ incrcr.sts continuE to be duxndcc! c.n~ in :>t.rt 

crc.:"'tcd 
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::;rented. 1n on~ 1nc:'.~tl'"; nft~r c.noth~r, t!u r:1nbtcr 

or Lc.bor hr.s llOS~rt~d thc.t h~ Coco not !'r.vor a uniform 

wc.cc ,olio~· , tll ~ coot of livin_:· l.m:~x continur.~ to rise 

(b;· 2 ;?tl' cc!:t bctut~n ::ovonbrr 1 cr.d Jc.nuc:r:· l) r.nd shop 

shortr.!: C:l cr : Cccon1nc c.,,nr r:nt. 7h-: L1nlotr:r of r.'oo<l 

r ~ccr.tl:· ntnt~d t:x. t tllt Br1t1e!l Oov t m :unt b sp:r~1DG 

rt t.hr. rc..t c or 9 0und" 82 n1111on 'tr c.nnc.m on food 

su~c1d1t o to ~te~~l~z• prices end c sicllcr mcc:urc for 

coa l m·~'" 

next 

izntion is nou cont:aplcttd, Soucvcr 

nill bt ir.!'lucnccd 'tr; the opcrct1o.no 

of the en~ tht Covcrnmtnt ' o 

prc:~cnt rclinnc t on th• rcotr1ctlon of oupplics of 

con, ur.ltr:J ' c;oo<lo c.nC:. voluntr.r:· or vin::;o rt.c.y r:£11 prove 

ndcq~tc to hold orr the rtr. L~ l.nflr. tion forcea for some 

tlr:t . 

3 . ':he of!'icir.l control or th~ r.>Oncy c:.nd cr.pitr.1 

ot:.r!ctts cont1nu~o t o uor!c :moothly . Stock czchnn::;t prices 

hc.ve continued to nov: upur.rd . !:ot onl:· h:.o the riot 

1n :;1lt-tt!,:;td !"rices cone on s t<.cd1l;' though s1o,;ol7 

but equities c.lso h:vt t~ndcd u:mc relo Tlith of course 

aomc fluct~ tion infl11tnC ~d b;• n1l1tr r:r c.nel diplo~~r tic 

nt"o . ~he n;:t.J<CIJ.L TIL:!S cov cr!U:l:n t a :cur1ti ts index 

(llovcmbcr 15, 1926 cquc.ls 100) "hioh stood ct r.l::out 110.9 

on 
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-+- #707, february a., ftOII Lolldon, 

on October 35 i s now 118,8 or 11,3 poi nt• higbcr than 

at the outbreak of war, Wbih the filiAIOUL .... 

i ndex of ordi nary shares (July 1, 1935 cquale 100) 

which heu cli mbEd from the low of 50,4 When rreno• 

oolle.paed to 66, 3 by October 35 is now 69, 9 he.v1ng 

touched 73. 7 on January 17. This i ndn etood at 

172 

77.5 on the eve of the dcolarction of war , having droppod 

!ro..1 613 during th_E month of .t.uguet 1939. 
• be 

4. Th• .oonEy narkct continuES to/ easily CI8Jle.g•d 

so r.a to supply abundant cheap credit to the gonrnmont. 

o.posi ts shown i n thE ~nd of January clEari ng bank 

r<turns wert sEasonallY lowcr than in DecembEr but 

pounds 115 mil l ion or 4,3 per ocnt higher than at t hE 

end of Ootobcr . The banks continue to absorb gov"rnoEnt 

securi t i es while their advr~ccs decl i ne, and to supply 

the Treasury with dEposit rcodpt loane onlY partiallY 

offset by rEduotione i n bill holdiQCB and call conEy, 

Their profits oons<qucntly suffered i n 1940 ~t not 

seriously . The not• circulation continuos high as thE 

n~ticn ' s wr~t bill swells i n spite of thc calling of 

incrr;.aing numbers into th• f i ghting scrvi cu . 

JOHIISOII 
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Ja.nuar1". I I I I I I I I I . I e e . e e e e e e •• 

Ma1 2~ - June 22 ••• • •• •• •••••• 
JWM 23- July 20 ••••• •••• •••• 
JulY 21 - Aug. 17 •• • •• •••••••• 
Aug. 11! - Sept. 1 4 . • ••• • • •. • • • 
Sept. 15 - Oot. 12 •••••••••• • • 
Oct. 1) - Nov. 9 ••••••.•.••• •• 
Kov. 10 - Deo. 1 • .• . • • ..•.•• •• 
Dec. 8 - Jan. 4-• •••• • •••••••• • 

Janum 5 - 1 1 • ••• • •••••••• •• • 
Ja.nu.ary 12 18 • •••••••••••••• 
January 19 25 ••.• • • ••..••••• 
Januar7 26 1ebrual'7 1 • •••••• 

FebN arl' 2 S •• • •••• ••• • ••• • • 
February 9 15 • ....... • .. . . •• 
Februarr 16 - 22 •• •• • ••••• • •• • 
February 23 - 28 •••• • •• .•••••• 
Uaroh • •••••• • ••••••••••••••••• 
April • • •••••••••••••••••••••• • 
Kay • • • •• ••••••••• • ••••••••••• • 
June •••••••••••• • ••••••••••••• 

Julr •.•••••• I .... . ............ . 

Auguat • • I •••••••••••••• • •• •••• 

Septeeber • •••• • I ••••• • •••••••• 

October • •••• • •• I • • • • ••••• • •••• 

loTecber •• • •• , . I ••• • •• • ••••••• 

Dea.eeer • • •••• •••••• • ••••••••• 

;:~~I I I I I I o o I o o I I I o o I I o I I I e 

Mar y •••••••• • ••••••••• •• •• 
A ob •••••••••••••••••••••• • •• 

))l1.lo I 0 1 I I I I I I I I o 1 1 1 1 1 1 1 1 1 1 1 1 

~;I I I I 0 I I I I I I I I I I I I I I I I I I I I I ..... .................... . 

10 
28 

~~ 
1llo 
263 
N~ 
2~ 

~ 
3) 
32 
S6 
66 
80 

I 

119 
4oo 
473 
500' 
500 
~75 

~~ 
750 
800 
800 

470 
29) 
225 
225 

2~ 

1ebruar7 24, 1941. 
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( inclu4111g 

3110414 or Cal11orn1a 
Rid! Octant Crude• 

.111 me Cr'llllo 

G&solioe J.•• 
Guol1nt il' 
All 0\her O...OUno 

11.. -•<iot.ioo Lubr!ca ti"6 Oil••• 
Other Lubricati ng Oil 

lt••tr~.elh1l Load .. • 

.. llooot er .. 1 1\ldl ae Iao­
Cct.e.De, h o-RtX&Ill• or 
loo.Pmttnt 

l W Y)' lltlUJI« Scntp 

n .ooo mo. 
59,000 mo . 

108, 900 llblo. 

166 mo. 
4,198 llblo. 

IDIIU 

tho frtaW>7, D1 Yioioll of' Ro 

otf!ce of' Merchant Ship Oontro1, !rO&W>'7 Depart unt. 

• 

17& 

12,000 llblo. 

92 llblo. '"8 llblo. 

5, 6112 ! ou 

2, 755 !oao 

J'o'bn>&r7 211, 

All1mler!l\l f'rca which b;r c.-er c i ol 4ht1llo.Uon t b.ro CNI bo oopar&tod 
=ore then 3 percent cf' a't'iatlon 80tor :tn.1 , ~rocarbon or h1dJ'ocarbon 
•utnre - PruU011t • o r oCQlatlou td July 26, l94o. 1rt&t!on O..ol!no. 

4ot tnod In tho Proo1d011t'o :reCQlatlono of' Jul;r 26, 194Q. 
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wureww. Chp r .... , pd) 

ll'oal 11r. Touc 

!be lrltlob .Ur o-lolloa tillolt, r~h4 to .. oa 
Saturdq •n1Jo& OODOoraill;: \he oecrot _r .. a..a •!all 70'1l 
rtcoln4 troa 11r B'Q&h JloWillc, wll1cll 1DOb4o4 o aoto oa tho 
Ol"UUIIIIOI 1'1&11\ort. 

Aocor41ac to 11r Bar7 hlt, thh report h eoUetaotor7 
lntofor u olrcrott 1e ooacorao4. !be 4oto1lt vlth roep..,t to 
tht CWit VOl ch·oa \o allOw tho 41ft1C111Utt wb1all tht l!rlUob 
htu ho4 wUh tho ,150 cal1'bro t7P•· !hno ploaot h&Tt t<Jalt 
.50 col1bro C'llD.I ill \he wiJlp, each oq'lllppo<l vlth 300 rou4t. 
:tr14utt,, tho 11'1 Hob ho ... ho4 a coo4 4-.1 of 41ttinlt7 with 
thh t)'pe of CQIII, 'but lir BOD.l7 hlt •nro4 .. 4ot1Dltot, 
thtt ••t of tho 41tt1CIIIl.Uot ho4 be .. oliaillo'-' _. that 
llUlo trnblo -. upeoto4 1a tho tlmlro, 

lir ..... 7 oleo aol4 that ho ho4 IIMH la41roctl)' ULU 
IIArr7 llopklao roporto4 vnl:llo with - '11114orcarr1tp ot tlllo 
firtt tlxt- Cli ,. _, nor. llr IOD.l7 otato4 that tlllo 
41tt1C11lt7 .... DOt .. - ill tho ............ Up .. u - l.a tho 
trai•lac ot tho llrUlob plloto '""-• thh I7P• ot 11114arcarr10CO 
woe 41ttoro1lt troa that U'lloll)' uo4. !hlo tUuUoa -. well 
11114trtt004 botoro tho o-n-e wore obippo<l to hclao4, _. oll 
nocuoor:r otept ho.,.. b- tal< .. to haft U oorrooto4, 

4)Y · 
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THE BRITISH SUPPLY COUNCL IN NORnt AMERICA 

1!211 Secret 

Dear Henry: 

_..., 
...... I N ~ 8TAT'IOlll 

WMMJMCITON, 0. C. 

February lJ, 1941. 

A cable bas just arrived tor Sir Hugh 

Dowding giving a performance report on various 

U. S. aeroplanes which I reel you would like t o 

see. 

The llonourable 
Henry llorgenthau, Jr. , 

Secretary or the Treasury, 
Washington, D. c. 

Yours sincerely, 

Regraded Unclassified



JII~RA!.!Ull 

!I)ST SIICRET 

orn=en Fightera 

111 

Following is a..-.ry ot report on shooting ot 
Gar.an aircraft by Oruaaan tichters ott Scotland. on 
December 25, 2 Grummans attacked and ahot down a J.U. 
88. First machine, first attack, inr~r cuns stopped 
tiring attar J seconds. Second attack, outer gun con­
ti.nued firing. Third attack, starboard outer gun 
stopped. Rounds !ired port outer 110, port inner 30, 
starboard inner JO, starboard outer 100. Second 
machine, first attack, all guns fired, port outer 4 
rounds only, second attack, remaining J guns stopped, 
pilot reloaded. Third attack, starboard inner and 
outer only !ired, then all stopped. Fourth, ! 1tth, 
and s ixth attacks starboard inner only fired. Rounds 
tired port outer 41 port inner 41 atarboard outer 2201 starboard ftmer 100. All bursts 2/J seconds. About 
15 bullet strikes found on crashed aircraft. 

Curtiss P. 40's (Toaabawka) 

These are from French orders and are being 
erected and moditled. Official reports on per!or.ance 
in United Kingdom should be available shortly. View 
at present is that the Tomahawk is a good aircraft. 
It haa a reliable engine and flies easily. Its speed 
and altitude compare favourably with the Spitfir e. 
The only doubtful element is the armament. 

Glenn Martin 167 1 s 

These are highly successful at Malta. They 
have don~ valuable general reconnaissance work, and 
the Taranto photographs were taken by a Glenn Mar tin. 
Their speed and lllllDOeuvreabUity aakes it possible 
t or thea to evade the Italian fighters. Glenn 
Martins are being sent to the • iddle East tor use as 
boabers, but none has yet proceeded East ot Takoradi 
so no reports on their use as boabers are yet avail­
able. 

Pou&las DB7 ' s 

These are being modified for use as night 
fighters for which they are particularly suitable be­
cause of their speed and armament. Others will be 
used as medium bombers tor Ar_, cooperation. 

J!orthrop Al7 1 s 

Owing to limitations of speed, range , and era­
amant, these are only suitable tor training purposes 
! or which they are now being adapted. . . . . . . . 

Information on other types i s not yet available 
but will be sent to you later. 
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JIA~IlAI~.ll.l 

ll)8t SICI!ft 

Gey p licbtfra 

111 

Followinc 1a .--.r)' ot report on sbootiDg ot 
Ger.an aircraft by Gru.aan tiahtera ott Scotland. On 
December 2S, 2 Gn:= •ns attacked and shot down a .J .u. 
88. First .. chine, first attack, inner aunt stopped 
t1rinc attar ) seconds. Second attack, outer IUD coo­
tinued tiriDg . Third attack, starboard outer gun 
stopped. RoUDda tired port outer 110, port inner )0, 
starboard inner JO, starboard outer 100. Second 
machine, first attack, all guns t i red, port outer 4 
rounds only, second attack, re .. inins ) guns stopped, 
pilot reloaded. Third attack, starboard inner and 
outer only tired, then all stopped . Fourth, titth, 
and sixth attacks starboard inner only tired. Rounds 
tired port outer 4, port inner 4, starboard outer 220, 
starboard inner 100. All bur eta 2/) seconds. About 
15 bullet strikes found on crashed aircratt. 

curtiss P. 40's (To .. bt•ka) 

These are troa French orders and are bein& 
erected and moditied. Official reports on perforaance 
in United Kingdom should be available shortly. View 
at present is that the Tomahawk is a good aircraft. 
It has a reliable engine and flies easily. Ita speed 
and altitude compare favourably with the Spitfire. 
The only doubttul element is the araament. 

Glenn Martin l67•a 

These are highly successful at Malta •. They 
have done valuable general reconnaissance work, and 
the Taranto photographs were taken by a Glenn -.rtin. 
Their speed and aanoeuvreabil ity meltea it possible 
tor thea to evade the Italian ti&hters. Glenn 
Martina are being sent to the aiddle East for use as 
boabers, but none has yet proceeded East ot Taltorad1 
so no reports on their usa as boahers are yet avail­
able. 

Pouclaa D1!7' s 

These are bein& aodified tor usa as night 
tishtera for which they are particularly suitable be­
cause of their speed and araament. Others will be 
used as aedium bombers for Ar_, cooperation. 

!ortbrop Al7 1 s 

Owing to liaitations ot speed, range , and ara­
aaent, these are only suitable tor training purposes 
tor which they are no• beinc adapted. . . . . . . . 

Intoraation on other types is not yet available 
but will be sent to you later. 

Regraded Unclassified
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TREASURY DEPA RTMENT 

INT&III OF'FlQ C0Mio4UNICAT10N 

DATa .fo'llnlaz7 2~, 19111 

,. 
Mr. ~chru 

STRICTLY CONFIDEN TIAL 
Tho r.urt.l RuorTI BaDk ot •- York iDtorud uo toda;r t.hat it 11a4 booa 

m1 .. 4 1>7 tho Bllllk of ID«l"!'d t.hat a IIUpaollt of $25,000,000 of cold ,.. to 'bo 11e4a 
!r.,. Ott&v~ to lev York, tho proc .. cla thereof to be crod1 to4 t o tho BrU1oll accO'Il&t. 

J.ftor rocolrt~ tlllo iatoraUoD I toloplloao4 llr. Plaoellt at 12:115 aooa. 
£• ta4 ao Woratioa 1a roprd to tlllo IIUp•eat, 'but proaloed to gift .. aach date 
u a!pt mbaoq.,.atly arrift, lie aplalaiod thot aa arraac-eat ba4...,., booa 11e4a 
with Lo114Da v'bero'bt the Br1 Uoll fl'eanr7 officit.lo 1a Vuhiactoa vo'llld be 1ator.4 
a:nonUt ot llr1Uoll cold operaUoao. Ia tlllo coaaocUoa, Plaont otato4 U..t they 
b4 ,.., 11- &drtoed tllot thltr<~ ba4 bola oa l'o'llra.&r7 20 a 1 nUcll1 traaoactioa 1a 
cold .-at~ t o $20,000,000. I boll..,. IIllo wu \hot $20,o6li,OOO ••Uono4 1a O'llr 

Ullt r~rt of .February 19, vlllch Pl~air ba4 firot tllo""'t ropre10D.to4 aa ..,.,.._ 
lelloo o! C..o.dlaa & 4 AD.otraliaa gol4. 

Mr. Pl~air called .. at 4 o'clock tlllo attoracoa aad aloo san .. tbo 
. ....... ao to $2) ,000,000 barla& been owitcllod on Jobruary 21>. '~fUll I told Ilia of 
.,.,. word to4q Ia regard to a ollip110nt of $25 ,000,000, ho wao 1.acl1ao4 to boline 
that thio 1o tbo •nttch1 traaaactioll uur rofer011co. I po1nto4 out tbo d1Yirc•IIC7 
bet"<Mo tbl two IIIIO'Illlto ad aloo r oailldo4 P~air thltt tbo earlier olllplllllt ot &Old 
vu reported to uo oa l'obruar7 19 and vao '"r7 liltoly tho OIIO'Illli wlllch wao roport o4 
to h1o ao btlllS a traaaacUoa ot tbe 20th. P~alr proaioad to giTo .. UTtlllag 
fllriblr Ia . tbo praiooo. 

liT ow foeliJlS 1o tlat tho $25, 000,CIOQ, of vlllcll w wro iatomod toda;r, 
.. Will •• tho $20 ,000,000 co ...... d 1a ..... report of robi"Q&17 19' will pron to be 
'111tcllo41 colA. It will be recalled tbat \hot llalt of Sac).ad tra..atorro4 to Caa4a 
$2!0,000,000 of cold odlich tho Baalt of :rraaco lla4 o....n:ot 1a I.oad..... out ot tllia 
lolal tilt Br!Uoll ba4 tllr....P two opvaUono earlier 1a thlt ~ar traaatorra4 
$';0,000,000 aa4 thea $25 ,000,000 to tho Uaitod Statu froa Cc&4a aad earaarlto4 1a 
South Africa corretpOildlac •O'Illlh of cold for tho Beak of .Pr&llCo. It tbooo two 

later -uato aro acv &ddod to tho aboYe to tal of $75,000,000, thlt abo,.. ...,.., of 
$2SO,ooo,ooo would be redllce4 b7 $120 ,000,000, or to $16o,ooo,ooo. 
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1.79 ........ 

• M 1 '• • ' att ate te .. pill• .. 

J'iMl.-1 ...... ., .. , ...... K* k 4 .. Ia -

.W bud ... 1155 'I ...... lOSS .. Ia tu8 

so 1tt1 et s ttzn~ 7 qss "*' .a .. u 'I • 

MISEte ... I .... MI ... I P t 111 .. 'r el ... til a .. 
Ill cu, .. "'' h 

""" , .. ,. -"llfjHiiiiN u. ..... ' ....... .... 
1:tc U. asncatoa al .ew an" _. Ia tM l hi -·· .. ' .. ,. .......... ,.. ,..,, ...... 
U. ... el .. I lUIIe ftiiU ..-ltl Mn Gull .... 

-~ pthatlw u r 1 ria • leo lsi a ttl• .... 

at tM - U... te .._ l'n2t& ... el • l I • 

ftl punt ..._ ...U M llrMW -''" tawl • 

latw .... u. •u"r a1ul" ... u ..u ._ 1u•r 1 

" ,.,., • - • •• r u1 Jtall', dtw tli'..U, 

• a..a at ,.._lAS: I J& I""" ...... 1215 ala 

•• U.. el thnalt' res ua .. Ia We a 2 1 .. 
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TREASURY DEPARTMENT 

OOKriDIIITUL 

DAft rebruar7 ~. 1,-1 
TO Seore~u7 11thau 

Mr. Hu. • 

The B eineee Situation, 
Week ending Pebruar7 22, 1941. 

SubJect: 

S\IIIDI&l'y 

(1) The prel1a111UJ eet1aate ot the rRB index ot indue­
trial production tor January, aea.-nally adJueted, haa been 
reYieed upward 1 po111t to a new a11-t1ae high at 139, aa 
oompared with 13S (reTieed) tor Deoeaber. fhle high lenl 
ot production haa apparently been we11 aa1nta1ned in rebruuy, 
although eteel ingot production on a aaaaonally-adJueted 
baaia ia lower , and the Hew York Tlmee index ot buai neee 
aotivi ty hae declined alightly. 

(2) Retail trade in Januar7, attar allowance tor aeaaonal 
taotora , held oloae to Deoember1 e high levela. On the baeie 
ot department atore and new automobile sales reports tor the 
enrly part ot Februar7, the current month promisee to make a 
strong shoWing. Consumer buying baa been stimulated by the 
r1s1ng tide ot national income payaente , although eome tor­
ward buying doubtleae bae been taking place. 

(3) Steel production last week ehowed the largeat de­
cline ot an1 non-holiday weak in recent montha (2.5 pointe), 
largely due to ahutdowna -tor repair a , although labor trouble a 
vere a alight contributory factor. 

( II-) Security and oo.aodity prioea were higher at the end 
ot last week. Pricea ot iaported co-od1t1ea again ro81 
sharply on inoreaaed teneion 111 the rar Eaet, tears ot ehlp­
Ping ehortagea, and further ocean freight rate increases. 
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Induatri&l production aa1nta1Da high level 

The prelia1nary eat iaate for tbe rRB aeaaonally­
adJuated index of industrial production tor January preYed 
to have been l point too l ow, and the figure for the aonth 
now stands at a new all-time high of 139 , ae compared With 
13g (alec revised upward) in December. The vigor ot indue­
tr ial aotivitJ is attested b7 the f act that in the last t wo 
months all monthlJ records have been broken tor such basic 
ite~s ne steel production and cotton, copper, and rubber 
oons~ption. 

Thia teat pace ot industrial production appears to 
have been well aaintained in t he current month, although 
ateel i ngot production has reoentlr shovn a moderate contra­
seasonal decline, and the Hew York Timee adJus ted index of 
busi ness activity has fallen sl1ghtl1 below Januarr levels. 

The upward surge ot induetrial production in recent 
mont he baa carried output in certain important industries 
well above the highest levels a ttained in 1929 or in t he 
1937-39 peri od. Thua, among the durable goods industries, 
whloh have benefited partioularlr trom the defense program, 
new peake have been reached b7 t he iron and eteel, machinery, 
non-f errous metals, and stone, olaJ and glaes industries . 
(See Chart 1.) In addition, among the non-durable goods 
induetrles, the chemical, textile , and r ubber industries 
have alec reached new production peaks. These new highs 
in everr inetance represent actual phraioal volume of 
production, s ince the comparisons bav~ been made Without 
seasonal adJustment. 

Retail trade very active 

In addition to the reqUirement• of t he def ense program, 
industry ie being called upon to provide for expanding con­
euoer buying in the normal linea of trade. Thus, department 
store sales in January after allo~'"oe tor seasonal factors, 
maint ained the strong ~owing made in December. (See Chart 2.) 
Furthermore , i n the tirst ba1! ot Februarr, department store 
salee ehowed gains of about 19 per cent over t he correspond­
l og peri od las t r ear. While part ot t h1s gain may be dis­
counted due to the relatively poor showing of trade in 
February 19~. nevertheless it now appears likelJ that depart­
ment s t or e eales 1n the current month will ehow a further 
gain on a eeaeonally-adjueted baeia. 
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Var1etJ nore eal.. 1Ja .r-..,, arter a!lowaawe ror H&­

aonal tactore, ellond oDlJ a fraoUoaal .. OUM fro• Deo.ber 
in tiU'Il w re the hip tor 1911o. (Refer 'o 

u•t••P riUDC eabetanUallJ a1: the ea4 of 191io 
~~·•· aalee in .January on a eaaeoaallJ-a4Jaat.a ~i• 

held Yery cloee to the previoaa -onth'• h1eB levela an4 
aho .. d a ga in or S par oent over .Januarr 194o. (Reter to 
Chart 2 .) 

In ad41 tion to the reoent atrong abowing or other 11Dea 
of trade, retail aalae of new aa'o110bil .. in Januarr aD4 
early Februar J contributed further atrong evidence or ex­
panded ocnallll8r buJiftC. Prel1a1JuuoJ eauu.tea illdioate that 
Januarr retail ealea ran about 30 per oant abon J&lllla17 19llo 
and nre a trirle above the previoua 110nth, in oontraet to 
the ueuel aubatantial deol1Jae. During the firet 10 4aJa of 
Februarr, th1a etrong ehow1ng appeara to hAve been tllllJ 
aalntained. 

Beavr buJing bJ oonaUMre, eepeciallJ ot auto-obllee, 
baa been attributed t o adYanced purohaUng proiiiJ)ted by tea.re 
ot prioe increaaee and possible production curtailaent , par­
t1cularly in the auto110bile i ndllatrr. llbile theae ractore un­
doubtedly haYe been preeent in eo1110 degree, the rUing t1de 
ot nat1onal income par-ente probablJ baa been a 110re potent 
1ntluenoe. 

The great i~rtanoe ot the 1noreaee4 1noome p&Jaente 
1a brought out in a new chart n haYe prepared, in wh1oh the 
h1gh degree or correlation between departMnt atore aalee and 
national income par-ente on an annual baeU in recent rea.re 
11 elearlJ ehown. (See Chart !• at left.) !he 110nthl1 ealea 
Ugurea, ot courae , show cone£ arable rluctuation in relation 
to the 110re a table national 1nco•e trend. (See right aectlon 
ot chart.) It will be noted that eal .. han recentlJ been 
NMing aoaewhat higher than oould ord1nar11J be expeote4 at 
curNnt inooae leYela . In contraet, l alla were relat1Yelr 
low last epring and du.r1ng certain other period& ot extreM 
tena1on abroad. 

St1el production decline• 

!he largeat drop in ateel ingot pro411ct1on in recant 
aontha, w1 tb th1 exoep Uon of Chr18 tu.l nek, ooourred during 
the .Put week when the operating rate dropped 2. 5 pointe 'o 
9~.6 per oent ' or capacity. Thia decline waa a t tributed largelJ 
to ahutdowna tor repair•, although labor t rouble• at Younga­
town, wb1oh have alreadJ been eettled, a nd at Bu.ttalc O&ll .. d 
aoa lo .. or prodllcUcn . !he operating rate tor the current 
n et 11 eohedulld at 96.3 per oant or capao1ty. 
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Although trade eouroee repon no aubetanUal change 1ll 

the voluae ot new bua1n .. e booked b)' atael aUla, or4era 
reoe1ved by the U. 8. Steel Corporation duriDg the aecond 
week ot the current aonth deoreaaed to the loweat point einoe 
tbe tiret ot the )'ear. Hovertheleee, thle voluae ot new or­
ders wae etill nearly 4o per oent in exoeee ot oapaoit)'. 

Among other reoor4e broken b)' the eteel 1nduetr)' 1n 
January waa that tor the conauaption ot L&ll:-..upericr iron 
ore , whiGh inoreaeed nearly 3 per cent above the previoua 
peak figu r e attained l a at December. Deepite thie recor4 
eoneuapt1on, etooll:a ot ore at turnacea and L&ll:a Erie doclta 
on February 1 were only about 1 per oant below )'ear-earlier 
levela. At the current rate ot coneuaption, etooka were 
e(!uivelent t o a 4. 7 aonths' euppl)', whloh 11 somewhat hlgher 
than the trade had expected a few aonthe ago. 

lhlle no significant change occurred in price• ot Ho. 1 
heavy melting ateel scrap during the paet week, trade aouroes 
1ndioate that eorap has been alow i n ooaing out at the new 
l ower price l evel established recent ly. fble ie sald to be 
due in part to the abnormal situat ion prev&Lllag with reapeot 
to prioe differentials between the varioue tfetriote and the 
ditt~rdnt gradee ot scrap. 

Hew orders still high 

Our index ot new orders declined to 174. 4 in the week 
ended February 15, oo•pared with 19l. 4·in the previous week, 
n th all oomponente lower. In spite o.t thia decr ease, the 
index ia near the high l evel about which fluctuations have 
occurred ainoe October. (See Chart 4.) •. · 

Pr ioee ot imported commod1tiee aharpll higher 
: 

Rla1ng t endencies in the commodity aar ltata were accel­
erated dur i ng the latter part ot l aat week, ae eeourity aer­
kete s t rengthened. (See Chart 5, upper eection. ) Prices ot 
iaported co111modi t1ee again roee eharpl)', with increased ten­
a ion in the Far Eaet and the tear ot a shipping ehortage ae 
lllaJor i ntluenoee. Trade reports indicate that further ocean 
freight rate lnoreaeee are in proepect. Ot the 11 imported 
commodttiee incl uded among the BLS bae1c oommodit1ea, only 
hides and wool declined 1n the week ended February 20. (See 
Chart 5, lower eectlon.) In that week, the t cllo,..ing price 
Ohangea were reported• 
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Shellac: Prlc .. 1Jaereue4 18 per Oftt. Oel'poo tl'Ca tbo 
Par un baYO boon all-ted t• nrato~to .... 01'1Uoal 
aaterlalo tor tho non 1!. to 5 -tho, oo that apaoo ro­
aainlng tor oo-uuoo lU:o ollolloo 11111 bo Ua1to4. 
Shellac 1o bog11Ul1Df; to p1lo liP 1a Oaloaua. Both 01YU­
ian and 11111 tarr doaeoUo d•UI& tor raw paint •tor1ala 
u atrong. 

!in: Spot pr1o .. lnoraaaed 7 per oant; t11tur .. prlooo 
"lil.gher. The nearby eb.lpplDg eltuauon 1e U&ht and 

praot1oally all Un atloat hu ·bean oold . !he prloo of 
tin increaaed obarply ln London ~Singapore. 

Oottee : Spot prloeo looreaaod. Ill~ e:r:port prlceo ln 
Colombia were raioed onoe aorei vbilo trolgbt ratoo tor 
April-May oh1~onto troa Bra&l haYo been 1noreaood. 

~: Spot prlo .. wore higher on tearo ot oh1pp1Dg abort­
age, together With further 1ntluonoo ot a po .. ible quota 
arrans-ont. 

Silk: Spot priceo lnoroaoad; tutureo priou higher. rear 
-or alllpping ehortage vae tho priury infl uonoo. Doaeot1c 

dealero ear that Japanese goYernaont purohaou haYe ab­
sorbed moat of the desirable gradoo. 

Flaxseed: Spot prlceo increased. Doaeatlc requlreaento tor 
tlaxeeed ehlpplDg apace are ooYered tor about l aonth, but 
the trelght e1 tuatlcn remains tight • 

• 
~: Spot prloee baYe 1ncroaee4 and tuturee prlcee are 

higher. The ocean freight oltuatlon lo tlghtenlng. Hl•• 
Elli ott , HDAC eo.aleoloner, warned agalnot any etateaenta 
that a sugar ahortage la 1D proopect, and dlooounted a 
atateunt by a ooutharn producer that tho retail price of 
augar aay reach 10 oento. 

llurleJH Prloeo 1ncreaoe4. Currant otteringo lla1ted becauoo 
or 8hipp1ng ahortage , elthougb 001110 additional apace Will be 
AY&llable ln Karch and .lprll. .lcouaulat1on 1n Oaloutta lo 
aubatantlal. 

Spot pr1cel increased; future• oonlid erably high1r. 
u.ppJ.ruz 1paoe 11 Ugbt. January crude rubber oonouaptlon 

i n Stateo w.o 64,ooo long ton1, the highut on 
record and 12.4 per oent onr the preT1oul high ln October 
1939. 

!!1du: Spot prlooo decreaeed bat tutlll'OI pr1ool vor• higher. 
Aooordln& to trade report1, the Argentino aarltot 11 teapora­
ruy oold out. 
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Pr1ooo of d~at1o oo.-odlt1eo alt!htlf lower 

AJ.thou(ltl tho 11.8 1A4oz of apot pr1o .. ot doMaUo ooa­
aod1t10I declined ell(ltltl7 for the w alt ...... robruarr 20 
(reter to Chart 5), flaturu pr1ou paeNllJ Q.owd a riUq 
tendency arid Oloaed aboYO the prGY1oua WOJtla leYela. 

Wheat: Spot and tutur .. pr1oOI _,Yed h1(1tlor . Bu7i ng Orden 
--aocoapan1ed reporta of a oold waYe and reduced receipto at 

terminal market•. ADothar bu111oh infl uence wae the announce­
aent b7 the Departaent of Agr1cul tun that farMn nll be 
aeked t o Yote on Mar Jl on whether a aarlteting quota ahall 
be 1mpoaed. .looeptanoe of the quota l obo• n ll Han cu.r­
talled production. 

Z1no: Future• prioee ateeplJ hl(ltlor, althou(ltl apot price• 
nollinal and Unchanged. ~&ding in &inC futuna in the pUt 

acnth hal been e~ 1D Yolu.. eo that t he algnlticance of 
the tut urea price quotatione ia 11a1tod, fbe Price Stabili­
zation DiYilion of the Defenee Council laat week requeated 
zinc eiHlten t o ll&lte ealea on the Oo..,dit7 Excbaqa onlr 
to liquidate ou.rrent l ong poait1ona, a moYa which will tend 
to curtail trading further. A atrt.lte waa reported during 
the week at the third largeat ztno aaelter tn the oountrr. 

Tallow: Pr1oea declined, representing further reaction fol­
lowing prev1oua ateep advance, aoap manutaoturere buying in 
voluae. 

Steere: Prloea lower. fhe nuaber of cattle on t&r~~~a Januarr 1 , 
other than 1111llt oowa, reported b7 D!lpartaent of Agricul.ture 
a t 5 per oent l arcer than a rear ago and S per oent aboYe 
the ten- r ear aYerage. 

Wealt17 buetneae indaxea 

Deollnu 1ft four oo11ponenta of the Xn Yorlt f180a 1Ddex 
ot buei neu aotiYi tJ ali(ltltlJ outwei(ltled galna 1ft the reu.La­
ing t our oolll)Onenta durlq the week ended rebruarr 15, aa4 
the ooabtned index receded 0.2 to 120.9. 

rhe principal factor • in the a-.11 4ooreaae were oontra­
eeaeonal deolinea in auto.obile produot1on and cotton aill 
aotivitr. In addition, the index•• of eleotrto power produc­
tion and miaoall anaoue freight oarloadinga, after allowance 
tor eeaeonal faotora ebowed fractional 4eol1nea. On the 
other band, a aubatant1al riae in the adJuated index of 
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~~rboarA 111'0411oU• _.tiM prtllol.-J, fu ... tn••• le 1117 
to ott"' U.. &eoUM• &1Ioft -uoM&. !M ....... ,. •• 
of lu'ber aa4 noel lllpt Jll"')4aoUoa 8114 1 1111 ot:~~or• eutoeil.• 
1ns• all ro•• traoUoaol.17. 

BarroD1 a 1D4ox of llaa1lle11 aoUY11iJ ala1Jl NB _._. 
to tht ••• York !1•• 1111dox aa4 rote to a an hlP at 130. 2 
tro• lJ().O lD tho proY1olll ftok. 

Prel1111DarJ 4a1ia tor the nell oD4o4 robruarJ 22 ronal 
(1 ) a moderate1J greater 1iban ••••oDal 4ool1no in lteel 1ngo1i 
pro4uot1on, &D4 (2) a ol1gb1ilJ 1oee thaD eeaeonal r1•• 1D 
autoaobile pro4uot1on, 4eap1to &D 1Doroaeo 1D actual oatput 
to a M • b1sb tor tbe )'ear at oYer 129,000 ua1te - a p1Jl 
of 1, 700 over tbe preY1oue ftell. 

• 
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O!lt1 ... \1al 

---. ........ ,.,r'Ciar7 211, 19111 

SOBJ]Il!a 7oo •ac !re41Ac CorporaUoa 'boqo o\orap a4 ohn•ac 
\aab tor voot oil at llapoa; oal7 a-u -uv ot 
oll lb1ppe4 to 4ate, lnl\ 110r1 tl>ala 7,000 toao aov 1a 
Iva&; \raupon tao111u .. a prollln ; Iva& ao\ to lft7 
\ raall\ 411\¥. 

!Ill HOIIOIIABlol 

Sill 

I "-• \he hoaor \o report Ula\ \he J'oo lhlac 
fr114111& CorporaUoa bu -.41 4etW\e arr-b f or the 
oreoUoa a\ \hlo port of a \or- a4 o\ - I.Jac \alike \hat wUl 
oaeble 1\ to \rea\ Ch1Aa '100o4 o11 411Uae4 f or \he 'O'a1 \14 l\a \ 11, 
oeoor41Ac to \he o\a\U&Il\1 ot \ho local aaaacer ot \hat COIICenl .• 

206 

Ho MTI \he\ t our l<X»-\oa otell tull:o he.,. llleo. po.rohaoe4 1a 
tho Ual\14 1\a\ .. , \hat \he;r will 111 lb1ppe4 1a oooUoao to Jaoco>aa, 
e4 that 1\ h hopl4 to raooiYe tho 1a Karol> a4 to "-• \hn 
rto4T tor oll o\or- 1a Jla:r, JJ.oo, \hat \hroo !il)-toa o\eaaiQC 
ttulko, v1\h 11o1luo, -PI· ao.d other •'llliJIMil\ 0 he"' 'beoa o11\alae4 
troa a lr1Uih tira 1a Shancha1, ao.d \hat \vo 10-\oa owu!.Jac ,_ 
ho.,.. 'boea prooure4 locall;r. It h o~o\ld to he.,. \hooe la\\lr 
otoMI.Jac taako 1a operat,oa 1l7 tht ao14dlt of MAroh, ao.d tho larpr 
u1\ t '117 the m14dlt of Mq. .1. ohn1oal laborator;r heo 'bolll 11\ 
up for \IIUDC ea4 cra41DC tho oU. 

llore !b&a 7, 000 !oao 1a llaraa. 

!bo 7oo lh1IIC -r here ropo.rb thet tho '100o4 oil DOW 1a 
iaalcooa ao.4 a\ x..Mo to t.alo 801'1 tl>ala 7,000 toao. Mo ot ot U1a oU 
coo.ti10111o to ri&Ob ~oil 'b;r rail f ro• Z..lhlo, lnlt eo• o11 1a aow 
lao~ lh1ppe4 to \hlo port '117 r1Yor, troa m.-, to 1011ioh polo\ l\ 
h talte11. 'b;r the hilbva;r 'llb1oh oouooh with \he Iva& lloa4 105 
ail11 DOrth ot Z..lblo. 0D1;r two ....U lhlJlMah ot voo4 oU traa 
llaaocooll to •ow York h&.,.. 'be ... 1114e tbio ;roar, up to thh tiae. !bo 
tiro\ oh1JIMil\, 0 ,., of 447 -1/3 1oaa too.o , loft \hlo port earl;r 1a 
J..,.....,., ao.d the 11coad , oae ot 651 loQC toDO, no.t torverd oa 
i'o'bfll&rl' 9th. 011 ot tho t irot lblpooa\ ""' 111'1014 a\ 2£-1/"4 .... ta 
a po11114, o. i.t. •ev York, aa4 \hat of tho 11ooad ah1paeat, a\ 26-1/3 
ctah; the 4oolare4 Ya1111 of the two lhipaaab vao 111$ 577.396• 

~~ \o\al ..,.,....., of Oh1aa voo4 oU troa ._ .. to tho 
Ulli\14 1\a\lo to date heo lieu 3 ,961-1/3 loQC toaa, Y&l1114 at 
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US$1 , 270,}}3· Shipmentt 1n 1939 NIOW>tcd t o on17 53-112 tone, 
a.-,\ tour ohipo!ento liiiSM 1n 1940 roached ~ t.oto.l of onl7 1,810 tono. 

Llttle Care;o Spe.c:o .bailable. 

i'be r oo Shing -r in Rangoon Aloo ro'OOrh that the 
nuootion of obipp\ng epace tor vood oil moYlng to Nov Yor k !rom thio 
port, either ln d~o or in bulk, otlll prooonto 41!ficult1oo, ao 
relat1Yol y l ittle apace lo obta1nnb1o throucb local oto~ohlp ~nto. 
Y.oot ot tho carco opeeo ot Americen otouoro nov calllog r ·egularl7 
at RMaoon 1o rooernd !or CalC11tta oh ipmonto. i'bo a u iltanco of 
tho UnlYero.U. !rro.dlog Cor:90ra t1on 1D oolTl~~,t tho ob.lpping problu 11 
I X1>41Ctod bT thO roo Shing lntereoto, and it h Wlderotood bore that 
the Mtter ho.o boon tel<sn up 1n llw York. PoDdiiiC tho erection of 
ott~•lng tA!lko bore, Foo Shin& 11 rer.dT to !o~rd oil to !lev York 
for roouired treat.:ont thoro, it tranoport fllcllitloo can be obtained . 

Tho ocean !rolt;llt r e.t e on vood oil !rom bngoon to !lev Yor<c 11 
to bo incre ... ood b7 $5. 00 a t.on, or tro• $20. 00 to $25.00 , accordinc 
to &dYlceo rocoiYod b7 tha local roo Shli!C o!!lco !ros the ~nto 
or tho Ameriot.ll Export Line o. Shipmen to up to thh time ban boon 
no.de on American Expor t nnolo. 

No Tr•n•lt Duty on Exoor t o. 

It lo authorltatiYely etated th~t no tronolt dut7 vl11 be loYlod 
on China vood oil pao•lng throu&n Burma for ohlpmont fro• Rangoon, 
• pro'OO oal !or " dut7 of one ;percont on export producto huln& been 
abnndoned after dloeuoolon of the ~ttor at tho recent Burwo-ChiDooo 
conference t.t Chuncking. When the oat tor vao token up tho 
ropreoonta t1Yoo ot tho Cblneoo GonrDJDont u k.-4 not onl7 t!lo.t no 
t ranolt dutloo be lorled on Cblna' o export products, but that the 
preunt dut7 of one :percent &d Yalora on coodo ia'OOrted ttro,P 
Buras bo conceled , and in tbio connection th17 pointed out th6t vbon 
the porta o t Iru\och1Da vere o_yen to Chic.••• tr,-.d.e no trrnal t 
dutloo voro de~dod b? the Iudocbin& OoYornaent. Ylth reference 
to t.be dut7 on lapor tt, the ceabere ot \bt !uru c1ee1on eoa.t.end.ecl 
tMt one porcont va o not unro" ooMlllo l n Ylov of the !AC~ that Buraa 
hod to boor conolder&blo co ots tor o.ddltlonal cuotoao oorYicoo, 1D­
clu41nc cuardo, but 1t vaa e&reed that no turther action vould 'oo , 
t oken in connection vith tho propooal tor " trenoit duty on Chin& • 
• xr.orte. 

llh trlbu tlon: 
In Cllintupl ieAt o to Dopartment. 
OoPJ !or EmbAS07o Chungkill& 
Co'07 tor Conou4to, Kun:>ii>C• 

800 
M.!/cp 
•h:coPJ 

Reopecttully youro, 

Auotln o. Brody 
Ulerioan Cononl 

Regraded Unclassified



"""' 11r. Ooobru. 
CONFIDENTIAL 

lloctohre4 oterUIIC t,...._u ..... of \be uponbc llolaob wro ao tou .. 1 

lol4 to c-rclal ooaooru 1. 66,000 
Puobaoool troa -relal ooacoroo 1.115,000 

OpeD MJ'Ico\ ohrlbc .,_, at ... 0} oo4 it olool4 at '4.0}-1/2. ~"- ot 
U. roporu.-. "bnlco wn ao followa 

lol4 to -clal -•n• t. 11,000 
Puolluo4 t.- -rolal .. ..,. .... I. 1,000 

b &bnpl \bo VaUI4 Stotoo dollar op1a IIOft4 lllP.r opiaot bo\b tbo Cb1MM 
raaa u4 ohrUac. !be ~ ._. q_"'"14 ot ~19/}~. ott 1/161 oo4 otorlliiC ,... J,91, 
olf 11· la Boac Ioq tbe ioiiC Ioq dollar ,... q_uotl4 at 21j..7/161 oo4 otorU-c ._. 

la low Torlt tbo oloobc rotoo tor the torolp curroaoloo llot14 l>olov voro u 
follOVOI 

Oaaa41oa dollar 
lvloo t- (o-rolal) 
lvoilloll ll:roao 
lolch-.tt 
L1J1l 
.u-_u ... pooo (troo) 
•roa1u.. llllrolo (troo) 
.. zl_ ,. .. 

!!:oro vu ao (110\oUoa tor tbe CU.. pooo oa lt ,... a boll4ar 1a tllat couati'J', 

Yo ool4 .2,115o,OOO la pl4 to 1>o 14414 to tbo .......n4 ....,..,., ot tbe l&tl.al 
!oat of Tqoolnla. 

fbo Poiloral ao .. ...,. l...at ot llov Torti: r~Jorto4 tbet tbo lolllt ot Oau4& ololppo( to 
It C014 n.l""4 at $2,252,000 tor .ooout of tbo Clo'ror&Mat of C•.,•• ftlo p14 will 
\o ool4 \o tbo Aaoq Ottloo at llov Torti:. 

Ia Loa4oa tbo prlOio tor botb opot oo4 torvor4 ollftr wro 'liP 1/164 at 23-7[~64 
IIIII ZJ.)/84 roopooUftl7• fbo 'OaUo4 8totoo •t'llftloah of tboH pr\ooo - ~'""' 
IIIII ~.~, 

Baaq o.a4 Ru.u'• oott~t pr101 tor foNlCI' ollftr ._. aobeap« at }~}~· 
,.........,,, pvcllue prl01 tor tonlp ollftr ,... oloo -be•""': at }51· 

fboro .,.,, ao pr.1'Clluoo ot allftr '11114or tbe lll...r hrchaM .loot, 

. ~¥-?· 
Regraded Unclassified
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PI!" nel nnd Secret . hb:ruery 24th 1941 . 

Dear Ur . Secretary, 

I enclose herein r or your 

personal and secret i nror oation copi es 

or the latest r e ports received trom 

London on t he l!lili tar~· sit uation. 

Bel ieve ~e . 

Dear ur . Secretary, 

Very sincer ely yours , 

':'~e :-10noureble 

Henry Lor genthau. Jr • • 

United States Treasur y. 

l'leshl.ngt on, D.C. 

~ 

Regraded Unclassified
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p.~s nlll " nd 3ecre t . February 24th 19~ . 

Doer Ur . Secr e tary, 

I enclose here in tor your 

personal and secr et intortJBtioll copi es 

or the latest reports r eceived fro~ 

London on the mllitsr; situation. 

Believe t.e , 

':'~e :ionourable 

Henry t:orsentheu, Jr . • 

Uni~ed States Treasury, 

•;;._shingt on, D. C. 

sincerely yours, 

~ 

Regraded Unclassified



2:1.0 

mrreJJ np 'f"" amp I 'CU p•s &W· 

llple 

OIM • t "IWIIJ!DI \ nWbr Wal lliiiM orr ,... 

o •l'h hlmaa17 2ot.ll, llo r opon ot olAid.q rooolwl . 

a . 'hl7 bH'f7 ta.l.l ot aaow ,._ ano oa 

f olmaa1'7 U\ll - 80\ll b7 oerlowal7 1atertor1as Wl\la au 

tl'ftllopon • W Col q ropa!n t o ll11pa la 111<11111, 

s. ol1' llOol< Up\ ropor\414 pu\ o~at or o.Uoa 

b7 U Oillno (lWl tlro, 

•• l!Niable orr ~all , •• • f ow.&uy 20UI 

wo o a\taollla4 b7 8 ·~ elroftt\, OM 'llalll Ill' bll\ 

414 no t upl o4o cad al:lo 1a bDlo4 on •Ur Uno. Brulllo 

abDt 4oWD cno alron n. 

II. Two alll po wore bonbocl orr J'll.l$ut.h - ODO 

ropon o4 on tln a DA olllk1DI t ho ot.hor a '7000 \oil t..nlcv 

••• IID411L11ao4. 

e. U111!ieU• fth1op1a t Sautb ot Lake Tftu. 

oDe;q nueat1.Q6 ~ ~~olooro al&ttvod IMJI7 ou llllltlo• 

ti'OII pa\rlo\o , 

'• Jht ty f='ll' ' M• OD \be G1&1l\ ot h ttraJT 

17t.h ->.1 pan!•• ot our \JrOOpo voaoo4 \ l:lo Zllllo r l nr 

ot Toa\ o u4 oo\tobl1L">o4 • br14solloa4 . AA oMtll ocuaur 

atuu wl\ll lorrJ boru troop• 'IIU ropl&loo4 . 

atato \hot a nlll:lbor ot ...out h Atr1oan t r ope "*'" now roa aiMII 

£oat llanlt in tho a oco looallt7• Our t r oopo lllM at taoko4 

llonb ot leltb, 

a. 1pxe1 6lr , • • oa ,....,.~ 10\b OM Bl•- ­
ot\aekM 4ookO o\ 1~ ... •\&Alai a lup tln aal .,_ 

·~" oporo\1- wore tl- owr fa.aoo b7 aMll 

,_,loa or tt__.. 
t . ••P' ot loln'IIUJ 80\la - 1110\. All optta\ lOU 

l.O/ Regraded Unclassified
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1o. oa ,...."7 18\ll • a. au~ •111"'1-
te A_.. ul lt8- ueu n r o lloaW aDA •ahlM p • 1 

·•-...., at-'\ wen 4 .. \l'o~M oe \llo _.. .... 

u. he • ! !r ,,,., lb x.l . 101'• a\t.ual 

117 tift S)i\1'1ree (-.. wona lliiiii"JPIIon'lo) CUM~ 

(•z:w •1'4• ~..,pbanblo) '- ot ow atnnn • Ill 

pU.o\o won :Wa. 

11. ll llllt OJt I'HruoJ'7 20\11 - bl n , t~\ 1.a 

__, oJront\ wore OJ!era\1JI&, 10 nor :lou\11 . i.l oo ... 

\ bo .. Jo71\7 ot \ llo r -111101' te \llo Chatha IIJ'OO, 

U, J.bla• oa ,...,_1'1 U \ h tho •~lOT bouuo 

00001'\ot bJ o.- 1.1 • .1, l.lO' a W.ro 111\ei'OOp\ot l>y 81:& 

Ulll'l'l-0 0'101' lleDpoJI OM ODOII7 l>or;ol>or WOO 4 0 1:11- o 

u. Cace 4q Beep•l - · • "• ... 1>1 , .. DelaDl 

'lloltllvo, - ot tlbl.Oil • • • t oot.ftlrot 117 aaU..troran. 

n.no lllllrl'l-o ocp ... oo- llo.lo U oto ooar Allllollal 

\we OJt olll' at~_.. Olio\ •-· oae pllo\ l o ooto, 

U o .Uront\ ouual.UOO lll OJ)el'tl\ l o& Oftl' aDA ~ 

llr1U*b 111100 - Oon.a OM pnlle'l.oo llftUab \ wo t l p to ... 

l oot. 

11. 'W' !le!prUr. -.n- .... d taoltod tr \be • eoDA 

nllb' Sa ouooooot•• l'tno wore a\anot ta lo-'1" 

\h•u JU'd•• worollcuooo an4 rooteoa\1111 UOUo ,.,_ 

)ftl1.alJiuJ npono •- so appoaro o..rta .. M1al7 to 

I'Uit-\Jal. ,ro,.nro 

u. I.Hol> Sa .. .s.- Clle\Ma ... , ........ ·-· 

•• 1 1 ' to .. _. oloo\l'lo .U.U ul oort.ooo .... \o 

/ -··---· 
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W.tal ,..&_ .. teU. - ~n•- ,_. 

....... , .., ...... ftk&W7 ..... ., 
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•• !..t..r, llpt er fln/IIM, 

51 UNNt\ were .. .,, t o a t teok lnlluatl'ial 

targeta a t Wi lhelmehavan anll Dua aaldort, aerodro.oa 

i n Northern France an4 <locka a t Bouloan•• 41 

aora ware e np:a 1Jed in ml.ne l a7l i\8 J and 11 eoaatal 

· oomman4 airc raft att a cked a orutaar at Bre at 

where prel lminar r raporta indlcata that ao ma bolllbl 

h1 t t ba dock , t'ron a ll operat i on• t hre e alreret\ 

& N a1e aSns: e 

7 , :l4~N AI R PO!¥:£, 

On 2lat about 7& enaa r olrcrart ca r ri ed out 

patrola end raeonnoi oaonceo and tul' t hor 10 ero10ed 

our ooaat. 

8 , Right or 2lot/22nll , llnnaaa waa a tta cked 

ror tbe t hird nl s)lt 1n euouaelon, b7 approlllma tel7 

go d rorett , 

0 • !:...!!!!!.. • 
On !lOth Pa bruar r BanF;Iul a1 waa a \taokoll b7 

a nuabor ot unidentlrtod olreJ'O t t ono ot wbich -a 

doat rora d b 7 ontl-olrcrett tire, 

10. A1rerart oa aual t l ea l n ope ration• oYer and 

t ·I'OIII Br1tteh l aloa, Enam71 1111, Britlah1 5 bocbera 

alaaing. 

11 , HOME S:'CURl'!'lC, Swon .. a , N1£11 t of 2lot/22nd, 

lloot bomba t all 1n centre or tho ot t )' and no report• 

of damage to docka or 1nduatr1al ar aaa ba•e been 

raeeind . There _ ,.. manr ttrea. 

Regraded Unclassified



r,..2/2657-220 
Ho, .323 

RESTRICTED 

SITUATION REPORt 

U. I . D. 1 r'. D. 
February 2.4, 1941 
12:00 u. 

N~ This report covers the period February 21~. 

I . Western Theater of nar, 

214 

~: Relatively light activity b)' \loth aides , The R,A,F, 
operA ted principelly against the Invaoion Po r':s. 

II, Greek Theater of l'ar, 

Ground: No change, 

!!£: Winor activity only , 

III . Wcditerranean and African Theaters of War , 

Ground: Italian Somaliland, British troops have occupied 
Jumbo (Giumbo) noar the mouth of the Juba (Giuba) River, British 
operAtions east of t he river are reported ~eveloping satisfactorily, 

Apyssinia (Ethiopia) . A combined force of British 
and native Ethiopians have occupied Shogahi (Scioghali) on the blue 
Nile , 

Li!>ya and Eritrea. No chD.nge . 

Air: German and Italian planes continued offensive opero­
tiona alons the Libyan coast. Ilsevhere , minor activity only, 

Note• This QJ.Utary situation report ia iuued by the L!11.1tery ln­
teiTi.aence Divisi on , General Staff. In view of the occasional in­
clusion of political information and of opinion it i s classified aa 
Restricted , RESTRICTED 

Regraded Unclassified
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lllSS CIIAUNCII 

0 
llr. l"oley carried tbe or.\cl.nal and 

f atta~ta (dra1'ta (1) and (2)) to 

tbe Secret.&r7'a 9:45 Met~ tbla .,.,._ 

J.Dg. 

, 

J 

Regraded Unclassified
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t o banl<era and t he f1nancia1 c.......S.t.y. 

In exoho.ni!e for aolt1ng t.ha Federal R .. orvw lb'wt• .,,.. trul:r a 
public ayat.<n and the &dclitional control ~anted t o the Predd.,t. OYer 
do;oeot1c 110Mt.ftr'7 policy, ;rou 111611t. YeJ'T ...U coiiHIIt. t.o a re.onl of 
the power t.o i .. uw three Mlltoa dollars or rrwenbeoka. Tou could -· 
1t neceos.,.,, conelder lett.~ tho power t.o dft'lll.IM the dollar l&pew, 
provided t.hllt t.hw Stabllbation 1\and wee retained, and a1ao Saot.iOD I 
or the Oold Reaervw Act t.hwt. prorld .. t.hllt. tbe S.Oret.er"T of tbe 1'reaav)' 
.. , , purehasw rold •at. ouch rat ee and 11po11 each t,e,_ and condl.ticaa 
•• he • '1 d- .oot ad'rr.ntageowa to the public intwi'Wat•. It 1a qod.t.e 
true that. pw'Chaaaa or cold at blgbor t.bul t.be wt.et.oat.or:r cold price 
"Wld ent ail a lo18 t.o t.be Plmda 'tlowner, it. do .. pi"''Pidw a _,.. ot 
~tirut t he tlu'Mt ot .,..,.aabw t onlgn cw-renq cMpi'Wciat.ion Uld tbe 
threat 1toelt MT be outticient t.o p~ nch a dapreoiat.ion rr­
W<1nor place . 

In a po18iblw post-war deflation ;rou would t h-. be in a podtiCIIl 
( >) to oft oat or pi'W'rent excwaaive t~ ourre<IC)' dwprwoiat1oc, 
( t) ~o 1ncreue IJOVonwent expenditure• through the uw ot tbw stabll.-
1:a~ 1on l'und and the ..-1.n1ng allnr aas.,.iOI'a88 power, (o) Nqllii'W 
t 1.· Ped•r8l Res erve t o reduce ... a~rve requ1..-nto. 
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The coabinat.ioa oft. .... ....n- propnel e -u, of_. .. , 
be .~rongl,y opposed ~ -· YCIQI' posit.ion, !!owner, -u be 
.Unen~l,y •-.no~•. n.. reelll.Unc Hu "P -.1-d et. laut. earH the 
purpo11 of br1nr1IIC oat clearq t.het. the ....... and t<•enotal 
.,._111\lt.r are ""~ ~ u conoenaed ...,.... 1AtlaUoa u they are 
wi~b t.aJdnl powera IRT "- )"'Uo 
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R.I.Jr: 

operator: 

l!.li.Jr: 

Robert 
Rouse: 

H.M.Jr: 

R: 

H.X.Jr: 

R: 

H.M.Jr: 

R: 

H.K.Jr: 

R: 

B.M.Jr: 

R: 

R.H.Jr: 

R: 

H.l!.Jr: 

R: 

B.l!.Jr: 

1\: 

Rollo. 

111'. llouea. 

Rollo. 

Good aor111ng, 11r. 

Rollo, llproul. 

!hie U Rouee. 

Oh - Rouee. 

Yeh. 

.. lll'llal7 25. 19-ft 
10r51 •·•· 

Rouee, U that - an7 Up a of tbeee t hinge dr)'lng 
upt 

llo , the71 re et111 ooa1ng ln. 
101.57 at the aoaent and tbe7 
bu7lng 1nd1oated between hera 

I aee. 

!he notee are quoted 
tell ae there•e eoae 
and 101. 

I think the - 1t1 a brought a littl e eelli ng and 
the bond• around 1t and general17 epealting the7 eeoa 
t o feel that the th1nge 1ntr1neioall7 are worth aore 
than the pr1oe at Vbioh the7 are quoted in the aarket 
nov, aooording t o the da111ee that pile 1n,and that, 
beoauee t he71re deolining,people ere holding off an4 
eoae are haeten1ng t o eell their rigbte . I'• t17111g 
to vatoh 1t prett7 oloeel7 here and I want to talk 
to our people too t o ••• how the7 ~gerd 1 t. 

Well, 1t 1t brealte 101 let ae know. 

Yah. Well, that•• vtlat I had 1n a1nd fro• our etand­
po1nt here. Of oouree, we'll ha•e t o oleer with ~ 
oo .. 1ttee but I'• juet about to etart to do that . 

What ooaaittee' Oh t he open market ' 

Yah. 

Well, 1f it breaka 101 ~et me know. 

I ehall 1aed1ahl7. 

!hank 70U· 

Jl1gbt. 

, 
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I!.K.Jr: 

Opera tor : 

R.M.Jr: 

Marriner 
Eool ea: 

H.M.Jr: 

E: 

H. M.Jr: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

R.M.Jr: 

E: 

H. Y. .Jr: 

E: 

H.M,Jr: 

E: 

Hello. 

Chalraan Eoolea. 

Rallo. 

Hello . 

Karrlner -

Yea, Henry. 

253 
Pebl"uU7 25, 1~1 
ll:Ol •••• 

I euppoae you know that t hese bonds are selllng at 
just a little over a hundred and one. !he rights -

'!'he rights - ln the righh thla 1DOrning. 

Yeh. 

I didn't know Juat What they were ael ling at at the 
11011ent, 

And your friend Pieer ie only ott about a point and 
a halt - at beet. 

'!'hat 1e figuring -

If we had taken Pieer's figures right now- that the 
rights would either be par or below par -

Well, I'll oheolt with him. I haven ' t talked to hlm 
and I • ll oheolt w1 th hi m. 

I told Rouse if they break 101 let me ltnow. 

We U, I think what we ougbt to do 11 to malte some 
ahitta it - in other worda, it ian't the usual thing 
but I would think that we'd be Jus tified in taltlng 
aome of the rigbte and shif ting to aoae of the tax­
free aeouritiea. 

Well, if you - before you do it would you !lll.nd gl'fing 
se a rina' 

Well, we won't do anything on it; I'm merely g1'flng 
you that aa a way to lteep them about where they are. 

I'd much rather eee lt oome about naturally. 
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JI,JC .Jr: 

E: 

l! .li. Jr : 

E: 

H.li.Jr: 

E: 

B.M.Jr : 

!l: 

H.M.Jr : 

E: 

H.M.Jr : 

E: 

E: 

B.K.J r: 

E: 

!I.I!,Jr: 

E: 

l!.K.Jr: 

- I! -

low RDGM a.a &tt - he wa .. •t rotnc to set lD to.o~~ 
•Ub tbe open aarut -lUee aale .. u brot.l01. 

Tel. 

Whloh U hal not yet done , 

Tel. 1lba t did 1:he7 open a tt 

101-5/S. 

Uh•huh. 

then they dropped YerJ rapldlJ. 

What 1• t h e - l e the exchange - or 1a it too earl7 
yet t o tell, ten • t itt 

the71 re not 1~eaaed With t he not ea. 

Well, I dldn' t think the7 woul d be, How l ong 4o you 
expect to keep 1 t opent 

Well, we were thinking or keeping 1t opening until 
thuredaJ night . ~o daJ•· 

Well, or oourae that g1 Yea thea - that gl Yea the• -
theJ're going to a1t and walt l1ltel7 until the laet 
11.1nute - they ueuall7 do, 4on ' t they - a lot or theat 

Yeh. I don't - I haYen •t 11ade up my 111nd. Bell would 
11lte ae to lteep 1t open three daya; I don't eee ~ 
two d17a len• t enough. 

Well, I think the longer J OU lteep 1 t open the 110re 
ohanoe you ' re getting t o gQ}I1a . 

Yeh. And with that Artan••• th ing oolling along I 
would lllte to olo ae it , think about 1t, will yout 

I will. I' ll Ullnlt about it and I' 11 tallt to thea 
and I'll call you l ater. 

And I'll leaYe word that WhateYer I'• doing- to put 
JOU right through. 

Yeh. O.lt. 

!hank you. 
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R.I!.Jr: 

Operator: 

Claude 
Viokard: 

R.V.. Jr: 

II: 

R.I!.Jr: 

V: 

R.l!.Jr: 

v: 

B.M.Jr: 

II': 

H.V. .Jr: 

V: 

R.K.Jr: 

W: 

B.M.Jr: 

W: 

Put hi• on. Put hi• on. 

I bad to oall hl• baolt. 0o ahead. 

Rallo . 

Hello. 

Hello. 

Bi-y&hl 

O.K. 

I'• etill getting aome oosmunioationa through the 
State Department on the Britleh requirement• t or 
t hing• like oheeee an& lard and canned meats. 

Yah. 

lfow, I don't know - tbeae thinge don't disturb u.a 
any exoept that I don't think we oan do suoh about 
them until the lend-lease appropriation thing ie 
through. Is that rlghtt 

!hat•a rlgbt , and PurTle haa a man ooming oTer here 
trom the r ood Ministry. Be'• on hle way oTer . 

•e 1et Vall, that• a good. !loW, I'• Tery anxioua to 
aee him and I thinlt we oan ll&ke aoH detlnite plana. 
Bare• • the eecond question that oomee up . Cheater 
Dane juet lett my ottioe. Be vanta to know who U 
to haT& t~ tood a4alnietrat1on work and he ta rather 
41atm.be4 I tblnl< about the hot that he 11 not being 

. oonaulte4 and be t hink• that there ought to be a 
plaoe in the OonrnMnt lfhere the oi T111an, Ule Arlly 
and BaT;r and the Bri tUh requtreMnh are oentered 
and he vante to know wether t:batla to be under hl• 
or under ae. Be ea1d he'• going to eee the Preeident 
toaorrow. Be wante to know lfhat ay reooamendattone 
are. 

Who 11 Ule pereont 

Oheater Dane . 

Oheater Danet 
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s.x • .rr: 
Y: 

a.x • .rr: 
Y: 

R.IC.Jr: 

Y: 

R.K.Jr: 

Y: 

H.M.Jr: 

II : 

R.K.Jr: 

Y: 

B.X.Jr: 

Y: 

R.li.Jr: 

- 2-

Well, I- eq ,..._lta .. ._,, 1tlo, ftobN. 

Well -

"-''• t1bo I ..,, 

Well, JOa 11114ontaa4 tha''• a JII'OUJ bts UUIJIIIHII,, 
I '• 110t wuttns the thlnc -

Wall, rou ou 1t eeoapo lt. 

What' 

'foa ou1 t eeoape 1t. 

Well now, he ' • goins w aelt the Preeidant WIIO~. 
'foa aee he haa a nuaber ot eiiJ)lo,.ee onr tllere ldlo 
are .aktq ~,. - Who are dealing vi th the ftl'1oaa 
-relal people 111 agriouUure Ulte the paoltere 
an4 the o&~~~~ere u4 all othen. Ba1 e been brlllg1ftS 
ln qu1te a etat'f, And tllat 4o .. throw a UUle 
oontuelon , of oouree, lnto the trade, into the 
f-ro• ainde 'but I think that we'll be glad here 
w vorlt v1 th Whatenr agenoJ that U going to handle 
thia thins. I oould eee a need f or the ooor41natioll' 
of all tlleee requireaenta -

Olau4e, l Uten JOU and I U•e on the tara; we don't 
need another God ~ bottleneolt. 

Wall, DOW -

You eat in at the •etinga nat wolt plaoe at ., 
houtt: ,ou aat 1n at the ~~eeUnga that toolt plaoe 
onfTthe White Bouee. 

!bat'• rif!llt . 

It' a all ~ nonaenaa hartllg aoaebo4J elae in on 
u. 
Yea. Well, uov •Jbe ,ou'd bettor .tallt to tile 
PreU4eat an4 get t hat .. tter oleare4 before Da'fia 
pta onr there. Be'• aalte4 •· I retuae4 w 
ooaaa1t qaelf, · I aaid, 1 !111& U What I ban. Bo 
41reot opinion on 1t; ve•ra vllllng to do Whateftr 
la required. • !'hen he wanted to ltnov What •1 UJI4er­
ataa41ns nth the PreU4ent vaa Oil' the thi.ng an4 
., 1lll4eratl.ll41ng v1 th JOU u4 lt1', Pur'fi• an4 I vaa 
a UUle ngoe 111 •1 repl.J beoauae I -

I don' t Jtnov vbetber I ooul4 set tile Preai4ent bat 
I'• ,Juat taltiag 1t fo r peptad 1t1 a going to be 
Wloltar4. 
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W: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

B.M.Jr: 

W: 

H.X.Jr: 

V: 

H.M.Jr: 

W: 

H.Y..Jr: 

V: 

B.M,Jr: 

V: 

H.M, Jr: 

W: 

B.I<,Jr: 

• - ' -
Wall, 1 14 'be'ur 110t ear. 'ftlat to, J lon•t _, 
1011 to 11l1'1aenoe tbe Preetctent bat tllU qaaation u 
ooetng 4ll'aotlr 'befo:re bla. 

I Wl4aretand. 

.An4 be aat4, 1011 know, for .. to 4eal wttb Puma 
to t1114 llat bow nob tber woul4 want. low then­
ftn4t~~g out bow auoh tbe:r wut aa4 then gtYtng the 
pro4uoUon anc! the 41YUloa allooauon between 
all tbeae :requirement a ia OOMtbing alae. 

Well, Olaude -

V&DtiD« ae to be a aur.,.ror &Dd ret be eort or &D 
ada1111etrator and exeout1'ft -

Well, Olaude -

Yeb. 

It I u:r gi'ft rou aoM ad'floe -

All l'll!bt. 

Until rou bear to tbe oontrarr I 1s going on tbe 
aaeuaption tbat it'• between the Britiah Purohaeing 
Miaaion and any agency that goYern• the Seoretarr 
of Agriculture. 

All right. 

UDt1l I hear different, ae tar ae I'• oonoerne4 
Oheeter DaYle 1a Juet a se11ber of the Federal 
Reeer.,. Board. 

Yeh. 

!bat' a between rou &114 ... Ie thllt etrall!bt tallt1 

!bat• • etrail!bt enoul!b· 
aa14 I don ' t want to be 
here about that eort of 
to do oYer here. 

l ow, I don't want - I 
oaul!bt 1n any arsu-ente 
thing. Ve •.,. got plent:r 

'!'here ha'fl been too 4amn aan:r argu11ente and too 
little action and I 111 fed up. 

All l'll!bt. All right. low, wheneYer thi~ man oo11ee 
oYer - wen Pur'fle oo11e 1 OYer here 'llb1 we 11 deal 
wttb bla. 

AI aoon ae he oomee oYer , I'll d1reot hill to J'OU • 

• 
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I 
f 

B.IC.Jr: 

Y: 

R.M.Jr: 

Y: 

R.H.Jr: 

Y: 

B.X.Jr : 

Y: 

H.X.Jr: 

Y: 

B.M.Jr: 

Y: 

B.M.Jr : 

'If: 

B.X.Jr: 

---~· :rl:ro .. ••st 1111~ l• ...... O:w. ~·· ·;r.~ ::. "t..~-r;:,. .. to 1111197 ""·'•• tiM otllel' -· Baw ,_ ten A e.t• ....,. U.t ~· IDrt of tlllqt •• 
Well, I tlllftlt •-bo47 Olllbt to , Well, bere•a what bappene«. fhla Jle.na baa 'bean trnns to pt .... Llo,e 11iear 'llbo la t:ha Asrlnltvel, Attaabe at London -

You aean Joraan Danat 

Jo, Obeater Dana. 

Yeh. 

Clbener Dana - to OOM oftr here to work wUh hla on 1ihla 1ihlng. You aee what I'a polnUng tot 
IIIIUI 

I talltl4 to llart')' llopltlna. llarl'J Bopltlne ea,e he' • tha 'beat lntor..d un oftr there. Be wortte« wUh ua, ot oouree, untll tile Agrlollltural thlng ••• put un4er the State DepartMnt aa tar aa t he t orelgn offtoea are oonoerned. But I euppoee that ahester h .. gone dlreot17 to t he State DepartMnt ud aelted tor Xr. Stau to be aeelgned oftr t o hla. 
Well DOW -

You oan lee how that •• gotng t o ooaplloate th1118-. It' a perteotl)' all rlght but I dld wut to know .too -
lfhoea paJ'I'Oll ta he ont 

lie'• on the St~te DeparttMnt• • pa:rroU. lleet 
Well, :rou'll haft to -

lloplt1na aa,e and I qrea that he perhapa ltnon nora about that than an)'bod)' that we haft had ln London 1114 lloplt11la thlJIIta he ousll' to be lett there - - Oftr ~ere to OODIIUlt Md go baolt - t o keep hla ttn«er on tile t htng onr there. !lilt lt -
Look, old aa~~, You' U haft t o tlght ,.oar own battlaa tor tile nest 417 or two bat lt :rota - oan' t 7011 ltaap that tallow ln London until the t:hlng get a a~11Jbiena4 oaU It tl!a &ngllah are aendlq -­bo47 hare, wa•re aendlq llal'J'1DIUI onr there than 
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lf: 

R.ll. Jr : 

lf: 

R.M.Jr: 

lf: 

R.M.Jr: 

lf: 

!I.M.Jr: 

lf: 

H.M,Jr: 

II: 

- 5-
oertalnl:r .. wan' a Mil on foocl l n LDn4on. 

Yeo. '!'ba''• rlsb'· 

llov nll 6o :rou know ea.er Welle., 

Yei'T .. 11. 

Well oall up lluaer 11114 eq until thll thlng le 
etralsbtened out :rou want the IIWI to eta:r ill 
London, 

Well, all l'lght, I'll thin~ about that . Well, 
thalllte a lot, 

Well , 4oll1 t - I'll juet go on the aeeul8pt1on that 
:rou' re going to do it and I Just don' t aee Where 
Chester D&Tie alte ln t hle ploture at all , 

J.ll right . 

!bat' • between :rou and ... 

O.lt. I understand :rou then. 

Well , that'• Where I etand and lt I change 113' 
poal t1on I'll oall :rou up. 

(Laughs) All right. All right. Well, thanks. 
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B.M.Jr : 

Operator: 

R.M.Jr: 

Robert 
Rouee: 

B.M.Jr: 

R: 

B.M.Jr: 

R: 

B.K.Jr: 

R: 

B.M.Jr : 

R: 

B.M.Jr: 

Rl 

B.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

.. llo. 

Ill'. BDaee. 

.. llo. 

.. no, llr. horetar7. 

IIDW' • u aotnst 
Better. 

.. 12~ e,., 1,_1 260 
I~ p.a. 

• 

Better. You tellove hann• t belli clolng an7 
.,lllte7 bu.tneaa clown there, ban rou' 

... 111'. 

IUSht. 

Don't c1o 1t Vlthout talklng to papa. 

O. I. 

•a..uee I teel. Tei'J' atrongl7. I V&Dt a natural. 
aarll:et . 

Well, I'• glad JOU reel that ••7· I'• 1n here 
vlth Allllll talklng about lt nov 1111d he teele the 
.... va,. 

lfo 110nlte7 bu.tna .. v1 thout talll:lng to the o~ 
aan. 

(LauSh•) All rlgbt. llboulcl I 117 11111ole'' 

•unole' 11 all. right. Wo, I don't like •unole•. 
!hat•• Je••• Joaee; he'• the unol e. 

Be' e the unole' 

l'• the old 111111. 

All right. 0. lt. , old lUll . (Laugh•) It'• 'better el.l the va7 along. !here's eou ~lng 
ooae 1n and the rtghta haYe aotten up to 101.-. 
and 
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! .11 • .71'1 

ll: 

ll: 

R.X.Jr: 

R: 

a.x.Jr: 

R: 

R,M,Jr: 

R: 

H.K.Jr: 

R: 

H.X,JI'I 

R: 

B.X.Jr: 

R: 

l!.M.Jr: 

R: 

R.M.Jr: 

R: 

B.X.Jr: 

R: 

··-... " ...... lU.. - l'lllllb ... ,.... 

It' ... ~HJ' .... nl. 

1 .... 

Yee, 

2-1 or 2-JA 8114 eo on. !be - I tallt..S to tw blr 
bo14eN, the llallkwe fl'llet 0o!IJ)U1 and the Jlahal 
Ll!e Ina'III'&DOI Ootlpaft7 aD4 the1 both appeare« qui w 
eat1e!1ed and 1t wae ea1d to be the intention of the 
off1oeN to reoo.eend to the KK&out19& ao..ttwee 
to Mke the e:mhallp. 

llow, U .lllaD Bproul 11etm1a«f 

Be'• not 11eten1ng; I•• elttln« at hle 4eelt. 

•u, wll ~ we're eerl011d1 thlnltlnc of &llDOUIIOlDC 
tonl&bt to elo .. n ~•e4a1 'bat to let the fellow• 'IIIIo 
bold liP te ten thoueall4 han ap till 1fe4Deedq nlpt. 

Walt a a1nute now. !o oloee n - not ~eeda,, that'• 
to4aJ. 

I aean Ve4Dee4&J, 

!o olo .. 1 t Wdneeda7 'but to hol4 oYet' on ten thou'eand -

1J'D Ul !huJ'edaJ. 

lJ'DUl !hu!'edq. 

Yell. 

Well, 11lat•e • I thllllt that' • all ln or.ter. 

Well, 1011 atgbt aft a few people aroUD4 tha etreet 
how thl1 feel about lt. 

I ehall. 

1f111 10Ut 

All4 I'll J"lq 1011 be.ok. 

AD4 - .t.ll J"lpt, 1:halll: 1011• 

Jl1pt, ell". 
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H.X.JJ": 

Operator: 

H.X.Jr: 

Robert 
Rouee: 

H.X.Jr: 

R: 

H.M.Jrl 

B.M.Jr: 

R: 

R.M.Jr: 

R: 

H.X.Jr: . 

R: 

H.X.Jr: 

R: 

H.M.Jr: 

R: 

R.X.Jr: 

R: 

... llruauT 25. lt'l 
2:07 p... ~ 

• 

.. uo. 
lb-. louie. 

Hello. 

Hello, Xr. lleoretarJ. 

Ye• -

I oalled about quarter ot two and th&J eald JOU 
were at lunoh -

Yee. 

\'be 11 tuat1on 11 about tblrtJ to the dollar. 

Yee. 

X1U1 laJ& that ~ dleoount that he ' e 1een 
praoUoallJ no bu:rtnr ln .. aarltet thle I!IOI"Ditlr· 

I eee. 

Chril Denne on the other hand telle •• he' a eold 
nineteen sllllon ot the new bonde, but baa bought 
about tblrtJ th.ree mllll on ot the rlghte. 

Wbo ha.1t 

\'bat • e Denne. 

Re• e bougbt th1rtJ three sllllon. 

Yeh, he bougbt twentJ one sllllon ot the lie aDd 
twelYI a11Uon ot the 3-J/Se. 

Yah. 

And eold n.lne , elz and eeYen ot thea 
J"eiiJ)IOtlftlJ. 

What•• JOUr ldeat 

• 

!here'• been eoae e1&eable eelllng apparentlJ 
IUid TerJ little buJlng. !here'• no eelllng ot 
the outetandlng ezeiiPt eeourltlee. \'bat part ot 
the .. rltet eee•• to be perteot}J eatlltaotorJ 
and u• e better thaD the love ot the aornlng. 

lw, Will JOU hold the wire oDe aitlute. 

Yee, etr. 

, 
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H.)(.J'r: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

I!.II.Jr: 

R: 

R.!I.Jr: 

R: 

H.li.Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr: 

R: 

R.X.Jr: 

R: 

- 2- • 
hll.o. 

Teet 

1lba t 111'1 oe are b7 DOIIt 

Well, the laet I lla4 wae W1\hla tlYe alDUtee at 
tblr t7 to the dollar. •ar thlrt7 bld. 

I eee. Juet one eeoond. 

In other worde, there were otferlnge at 101. !bat 
wae tbe beet offering I'•• heftrd. I haYen• t heard 
of an7 offered at thirt,· one . 

a., it again please. 

I underetand that th e right• are offered at 101 and 
per th1rt7 bld. 

Jow WhAt would 70u think of thle' It 10u would tell 
llertne that lf he would bu7 up to another tift)' 
allllon - Hello. 

Yeh. 

If he l oeee an)' aone7, I'll guarantee to take thea 
ott hle han4e -

Well , let .. thlnk about it a alnute. Oan JOU hang 
on Juet a eeoo•d' 

Surely. 

Hello. 

Hello. 

117 teeUng about tbat U that I wouldn't put .,eelt 
ln hie han.de 1n that eenee. 

Yeh. 

And eeoon4q tha t I beUen ln tble offering - I 
thlnk thet eouwbere ln thle nelgbborhood thle prloe -
thle t hlng hae got to - wtll eol.a lteelt. I f I 
414n't belle•• ln the otterlng, I, of eoaree, ooul4n1 t 
ea7 that but I thlnk that eoae - enn a t the leeue 
prloe thle te better than the taxabl e. It'• juet •• 
attreotlYe ae the taxable e qulY&lent lf )'OU had fl~e4 
that glrtng the whole t h lng awa)'. And I thlnk JOU re 
p rett1 well proteoted b)' the note• an4 I'd be lnoUne4 
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a.x.Jr: 
1\: 

H.M.Jr: 

1\: 

R.M. Jr: 

- ' -
to ••• thU th1q thro11~ a UUla tllrther 'beton 
4o1J~S thU. 

0 , 1[. 0.11 .. be.olt 1D tea llt.DIItel, 

- on Ohr111 a4Y1oe, oall ae baok 1n ten •1nutee. 

Yee, Ur. 

'!'bank you. 
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a.x.Jr: 

Robert 
Rouee: 

l!.l!.Jr: 

R: 

H.M.J r: 

R: 

H.M.Jr: 

R: 

B.li.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.X. Jr: 

R: 

H.li.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

Bello. 

Hello . 

Oo ahead, Rouee. 

Pebruarr 25, 1941 
2:39 p.a. 

'l'be lt peroent righte 'Whioh are the lowest are 
the par 27 bid. 

Juet a minute . lt are 'Wh&tt 

lie - notes - March 15 - par 27 bid. 

Par 27 . Yeh. 

Xew bonde - Just about - new 2. bonde the aaae. 

Par 27' 

Yah. 

'l'bat• e down a little bit. 

'l'bat• a down a bit. 

Yah. 

6o-65a, 107.24 bid. 

60-651 are Vhatt 

107. 24 bid. 

Yah. Wh:r do :rou g1 ve me tho eat 

Juat aa a aatter of intereet. 

I aaa. Vall, I'• not weakening, are :rout 

Ko, I'm not weaken.1ng. 

Well, call me agai.n in tan minute a. 

Right . 

'l'hank you. 

265 
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a.x.Jr: 

Operator: 

H.M.Jr: 

Eltil1p 
Young: 

H.l!.Jr: 

Y: 

R.M.Jr: 

'!: 

R.K . Jr: 

Y: 

H.M.Jr: 

Y: 

H. M.Jr: 

'!: 

R.M.Jr: 

Y: 

H.M.Jr: 

Y: 

H.H.Jr: 

Rallo . 

)(r. Young. 

rellrua!')' 25, 1~1 
2: 52 p.a, 

266 

Anything straightened out With the State Departaent 
on flying the Consolidated bomberet 

I'm juet dictating a letter to Berle now on thie 
thing which Parka and Foley are going to go onr. 

Right. 

And re•iee. Then I' ll ehow it to you. 

R1ght. 

I t hought after talklng with Oeoar that it would 
probably be better if I eent 1t ae coming troo the 
LiaUon Colllmi ttee r ather than an:r eort ot an official 
letter e1gned b:r ;rou. 

I' m correct am I tha t the !ngliah want t o tl:r the 
Conaolida ted bombers o•erseae with English orewet 

Yea, air. 

That'• the point ia it' 

The point ia -well, the mos t Tttal problem ia 
trflining. 

Yeh, bat the:r do want to fly them with Engliah creve. 

Yee, but that'e not illl!led1ata. The:r oan wait until 
after the Lend-Leue gets through t o do that, if the:r 
ha•e to. 

Vell -

Ae tar ae taking ott from thi e countr:r ie concerned. 

Vell, I Just - I'm mentioning it to the Preeldent 
anyway. 

Right . 

Thank you. 

Regraded Unclassified



11,1!,.11'1 .. no. 

,..._, l5o 
II" p ... 

eperatol't ... ...... ID ee.a. 

••• • .11'1 

Robert 
ROUUI 

ft,l(, Jrl 

R: 

H.X.Jr: 

ll: 

B.ll.Jr: 

R: 

R.l!.Jrl 

R: 

R.l!.Jr: 

R: 

B.II.Jr: 

R: 

R.X • .Trl 

IU 

R.X.Jr: 

It: 

B.II.Jr: 

It: 

B.l!.Jr: 

we no • 

!be eltaat10a la tbe aote• are now offered at 
pel' 27 laetaa4 of bld 21. 

ftat'• a Uttle bU better Un't 1tt 

lo
1 

U.t'• WDree. !beJ were b1d par 21 when I 
tubd with JOG ).eat. 

Yah. 

ftaJ11'e - offered ttaere, 

I •••• 
And tbere han been eo• aale• oft the aarltet. 

I •••• 
.t.t eo..wbat UJICler 1:b&t; I &oa' t uaotlr What the 
pr1oe waa. 

Yah. 
ftat wae reported to ua. 

Yah. 
II)" a1a4 U aUll the .... 

WeU, let'• watoh now - I'U oall JOU about qual'ter 

paat. I'll oaU JOG• 
Al1 npt. !bet'• tb• otnoul - ot oouree tha 
atook e:lllb&IIP U oloaed""" and there'• JU•t tbe 
onr tbe ooUIIter urut whioh we ban to dsal with -

!hat' • the ba4 one -

.t.D4 I 'd Ulta to get t:IIJ'OUP 1:hU a est bo1D' • 

WeU, I'll oall rou ageiD 1a a uttl• wn.e. 

Regraded Unclassified



Rl 

! .•. .rr. 

R: 

R: 

H.X.Jr: 

R: 

H.)(,Jr: 

R: 

!.X.Jr: 

R: 

·•· ....... ........ = .............. .a., .. ::t .... ..... _, .............. _... .. - ... . 
as ~~at. 

.vtu 1111, 27 Mrpa, aat•o 31' of a pola't. 
lbat t:1ae beUI . 
:r thlnk tbat•o qaUe a lot of Ml'l'l• ana 1bl.t 
When 11"1 pt 4own to 20 JOU'ro rl(lllt 111 11le ..... 
of 1lla DOh. 

Yeb. 

.&114 u ••- to • JOU'ro auuag falrlr .. u. 

Well, we 1U •••· 

••• u ••• , lU.Bfl'· 

'fhanlt r ou. 

!hut 11"1. 

• 
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B.W.Jr: 

Operator: 

Roben 
Rouae: 

I!.M.Jr: 

R: 

I!.X.Jr: 

R: 

I!.X.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

I!. M. Jr: 

R: 

R.X.Jr: 

R: 

l!.l!,Jr: 

R: 

I!,X.Jr: 

••uo. 
lb'. lloaae. 

.. llo. 

lloue-

,. ... _, 25. 
''" p ... 

Well, I oan tell TOQ that up till halt paet three 
there were al:rtJ' allllon of them aooounted tor 
here 1n thla be.nlt that hue been axohanged, 

Yea. 

!ha ..rket 11 on the li• 1e par 2.._26, 

Uh-huh. 

!hat'• eubatantlallf the aaae. 1/32 ott t gueea 
troa What I talked vlth JOU laat. 

I aee. 

!he eaTlnge bank& ve find haTe been buJing aaall 
1110unte of the new bonda all during the 411. 

Oood. 

!he,.lre atill doing a llttla buJing but or oourae 
lt haanlt been ~ig enougb to offaet it. 

Yea. 

Wei n l'UII aoroaa bankAI here in town and •t of tow 
that: haTe been aelli~ 1'1gbtl and bu:r1ng tax exe8ptl. 

I IH. 

We JuU ran aoroaa one ve beard about aarller 1n 
tha 4a1 but ttl a got down to bzoaea taob just nov 
of alsbt and a quarter alllion Wblab tbaJ' want to 
... P for 53-55•· 

Yeh. 

And there ia a desand tor t~e interaediate tax 
exeiiJ)t laauaa Wbioh aren 1 t - there 1 • no aupplJ of 
thea about. 

I aea. 
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a.K.Jr: 

R: 

H.K.Jr: 

R: 

H.K.Jr: 

R: 

H.Y..Jr: 

r -· 
!ba''' 'Ill •ltu.Uoa •' ,,)0. 
Will, U baen'' lAYelll4 ott ,at h .. Ut 

Ito. n• • J!lgb' at 'h• lowe and u ha•n'' lAYelle4 
off. 4 

I eee. Well, I' U oall :rou aflaln. 

!ha''• u. 
!hanlt :rou. • 

• 
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R.li.Jrl 

au 
R&Jbul'DI 

R. M.Jra 

R: 

B.M, Jrl 

R: 

H.M. Jr: 

R: 

H. t! . Jr: 

R: 

H.M.Jr: 

R: 

B. M.Jr: 

R: 

H.M.Jr: 

ll: 

B.M.Jr: 

R: 

H.M.Jr: 

R: 

B.M.Jr: 

R: 

B.M. Jr: 

8111o. 

r l ne. 

laa, I wu' ~ tallt ~ - would lllte '"1'7 -h 
~ 'alit 'o rou end !lob Doul!bton and Jere <looper 
ebou' our next IIIOYe, naael1, about whether we do 
or don't want ~ go ahead end h&Ye a blll 1ntro-
4uoed to tu lltate and aun1o1pal bonde, ••., 

I eee, 

And I wonder 1f JOU oould oall • 11 ttle -tlng 
1D rour offloe 80 I oould ooae up there and tallt 
With the fellove' 

Yah. When do JOU van t 1 tf 

!oaorrov morningt 

!o110rrov morning. rine. What tlme would aui t 
rou the beetf 

Oh, 10:30 or aleYan. 

EleYen o'oloolt would be tine. 

ll:JO. 
KleYen. I ea1 elenn wou.ld be baUer. 

Kleftn o 1 oloolt. 

All rlf!bt , Beftl'7. 

rine. 

I'll h&Ye thea oYer here. 

You' ll ban thea oYer bare - at rour otf1oe. 

I 'hlnlt it would be a good ldea to h&Ye John here 
~. 

J'obn KoOoraanlt. I Ullnlt n would be nell. 

All r18b'• B•D1'7· 

!llallk JOU, .... 
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B.IC • .Tr: 

Operator: 

g.I( • .Tr: 

88111 
Ra;rburn: 

H.M • .Tr: 

R: 

B.M • .Tr: 

R: 

R.Y..Jr: 

B.J{.Jr: 

R: 

H.M.Jr: 

R: 

R.li • .Tr: 

R: 

H.M.Jr: 

R: 

Rella. 

lpeaur ~. 

O.J:. Hello. 

Baa. 

Bob Doughton hae a Tery 111por tant engageaent at 
eleTen. Could you aake that tent 

I oan with one it. Unl eea the Prealdant eeee .. at 
h1a bedside toaorrow. And I'd know that tonight. 
Hello. 

Tee. 

I'• trying to eee hia. I don't know Whether he'• 
going to aee • t onight or t oaorrow aorning. But 
1t he eeee ae toaorrov oan I get word to yout 

Tee. Well , Henry, would it be Juet ae oonTen1ent 
tor you to oome up eome time ln the afternoon' 

llure. 

Well, Why don't we eay 2: 30 then and I ' ll haTe thea 
all here beoauee the Houee le ln ee11ion at. tlult 
Uae and we're camped right up ln the ortioe. 

!lure . 

2. 30 then. 

2:30 would be IIVell. 

All right, Henry, tine. 

I ' ll be at your ottioe 2:30 t oaorrow. How' • thatt 

!hat Will be tine. 

!hank you. 

All rilbt, Henry. 
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11.11.Jr: 

Operator : 

l!.li.Jr: 

Robert 
Rouee: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M,Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

li.Y. ,Jr: 

R: 

Bello, 

Jlr • .,. ••• 

Bello. 

Hello. 

Hello, Bob. 

Hello. 

Hov•a abe go1rigt 

r.llfoauT 25. tl!O p.a. 

Well, ot course, 1t oloeed at tour and juat ott 
the bot to•. It 41dn 1 t •an nr7 auch emept 1t 
aade J'OU feel a little aore bcpetul. 

It vae ott the bottoll't 

It vae ott the bot to• and 1t vent to 22, ~ and 
the laet aarkete I heard were 23 b1d, 

Wel l, t hat 1e a little b1t better than­

fhat 1 e a l ittle encouraging. 

Wow, -

And we agree v1 th 70ur propoaal - to close the 
boolte toaorrov night. 

.Ul right. We algbt juet e.• well. I thlnk 1t 
we don't 1 t would be a elgn o f vealtneu. 

Yeh. fhe other thing I ' • doing - I ' • juet &bout 
to ha~ tour of - about t our of t he de&lere ooM 
o~r and I want to r enew the 4&7 rt th thea eo 
we •11 haYe a 11 ttle clearer idea before the aarltet 
opene to110rrov. Both .Ulan and I rtll be 1n ee.rl7. 

R1gbt. Vbat 4o 70u oall ae.rl7, 9tJOt 

Yell, between nl ne - ve•ll be aYa1le.ble I t hink 
at nine o 1 cloolt - certa1nl7 at 9:15. 

All right. 

!hat•a not Yery earl7. 

.Ul r1gbt. !'hank J'OU. 

fhe.nk 70u, a1n 
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TREASURY DEPARTMENT 

INTQI 0~ COMMUNICATION 

ro Socrttlll'7 Mor..,.tball 

""'" Mr. Oochra.11 

S T R I C T L Y C 0 N F I 0 E !H I A L 
At 4: ~ thh afhl'IIOOII tho Sacreta17 rocohtd Mr P'urYio Mr Il t 11 

• 11 7o1- Vhite --• eo-~- t • · •· 0 1 • ouro • • o , _,, ..... .,..,...., were preoan • !bo S.crotA1'7 uplainod that l'.r PllrYio 
had bolD flOod onou.ct> to aot llpOD the ouggaation vbich t ho Socrata17 had made ~t the 
eou!erence 711hr dq atternooo with the !riti oh ofticlala, ud had brought dOYD 1 
of ceb1o«f'NU vhich had boon d1ape.tcho4 b7 tho !rlUoh !lab&a117 here auggeat1J1« 

8 
•:.,•• 

•ch"'e for tho eli apo aal of !1'1t1oh direct inYoat:oonh in t bo United Stah 'lh 
Secretm had blo auiotuh «a into lira. nota • oftlco to road tboae 1100~00 ° 
l!rt. Iloh tbon rotUl'lled tbc to the SocrotA1'7 1D order that l'.r. Pvrla cou.ld iabo 
llloc AYOJ' with hla. lo ooplaa were 1184a • 

!l'ha au -.co a which llr. Parvia per=itted ua to roAd conalahd ot two cabloqMo 
•••t on tho o .. o 4a:T, but the date thereof wao not lndlc&ttd, b7 Lord l!elltu to 
!ore!~ l<lnlohr !don. !he tirot ••nap, a ohort ono, vaa t o tho effect tbot an 
urcont aoooo«o vao followi~~~: it vhlch reculred pro~apt &114 oaretw. conoidoratlon 1t 
W !eolin« horo vao to be AYOlded. 

Tho oecond =ooo~a purported to haYo rooul.tad fro= a oonterenoe between tho 
""·"'"' .M!baotlo'ldor , Purrlo, Phillip a and Paacoclc. The moo oat~• otAt od that the one 
• rob10tD betvae.n the !rltioh and Americen Qoyeruanto vhlch t hroatoned oorlouol)' to 
remlt In llltw>dorotandlngo and to detract troll tho Lea .. -Lond :8111 ""o tbot arioing 
out of the dl apooal ot· !riiloh direct 1nnatmonto 1n tbo tll>ltod Stat eo. !he cab1o«ru 
l'aphABhod that t horo Y&o alraai!.Y a bad atmoaphoro, and tbt.t thio would anlonol)' 
loJuro other nocotiationo and r elatlou l.t 1t vero aot clarltlod. 

'!'he =oooac- rocOUilted thot Secreta17 llor~nthau had called Sir lldvar4 Paacoclc 
to the !rtaour7 &114 had ozore aaed hio Dllhapp1nooa onr tho lack ot daapatch ot tho 
3r!Uob In atartlng the actual .Ue ot :Br ltloh direct 1nYoataento. On t he following 
(q. ?obruar7 111, a a I recall 1t , t he Secretary had upruaod tho aaae aenUJlent to 
llr . ?urno. ~ho point Yllo ucla that ••bora ot t ho Ull.lted Statoa Cabillat , illcludiq 
JUCb otrollf) aum>orhra ot t ho :Brltlob aa S~cretary of Var SUaaon, had tal\ that t he 
?rltlob vore r4.1 00 ln their .Uorh to diapoao ot their direct lnYoatunta , and that 
the l1111tod Statoa Concroaa could not be ezpocte4 to flO tho vholo v~ 1n the Leaoo­
I.!lld ~rou .. UDleoo the llrUioh oboved a bettor aplrit ln tho pramaoa. It """ to 
lllnlnate ouch feol1Jlfl within tho Cabinet and to prnent l ta apreed wit hin Co~~«rou 
lhot tho !ritlob ottl clala 1a 1/aohington talt obll&od to 11alc0 tho ro....,.ondatlona 
'•••I'Jlor .. t e4 1D t ho cabltflr&lll. 

The r oco.mendationo aet forth i n tho cabloQt.lll vero Yor"f liNCh along the linea 
of the propo&al aa prooanted 117 Lord l!elita:< t o t ho Secr otlll'7 ;rooter~ atternooa. Tho 
?Olot vao made that thoro vaa a laclc of contidanco i n thio countr;r that tho !riUoh 

1D:hll4od t o diapooo ot their direct 1nnotaonta. 'lho &r£U11Ut vaa oet forth 
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( .,.1 1 1 loll& ao tho llriUoh ,.ro •ollJ' roopoll&illlo tor the dhpooel, preonro w...U 
be put on tho t o en 1'14 of nerrthiJI& aD4 thoro WOII14 be a , __ •to ooerdl tho1r 
od<oto•. It -• ro-1Dle4, thorotoro, thet t he orr-eat be otforo4 .,horobr t he 

&oll td Slates Go,..r1111eat wwl4 l>o obl1Co4 to talot docloloao eD4 bo r eall7 tho rooponol­
blo oulborit;y, but .,ub ~ch tho !riUoh ofticlolo couJ.d ad.......,o their arcuauh. 
!he doolrablllt)' of repreoentaUono in the caoo ot inouranco coeponioo .,10 partlcu.larlT 
:endoned.. 

n o sroap roa4 oYar the letter a44rouo4 IUI4or date of :Pobru&r)' 25 to tho 
S.crota17 b7 Sir Ed~ Peacock, tocethor rltb Ito oncloaure, conohUnc of a .... riDla 
111uoc forth 1natruct1ont IUI4er which Si r Edward Peacock cMe to thh country, an4 1 ~lnllOC out tho 41ffereneeo l>et .. oen tho pl an under vhich he come out, and tho plen 
10v propoeed. 
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Operator: 

!I.M.Jr: 

Operator: 

H.M.Jr: 

Dan 
Bell: 

H.K.Jr: 

8: 

H. Y..Jr: 

8: 

!I.M.Jr: 

B: 

li.M.Jr: 

B: 

li.!C. Jr: 

8: 

!I.K.Jr: 

B: 

li.M,Jr: 

B: 

R.H.Jr: 

B: 

Kr. Bell1 

Bell. 

XI'. Bell. 

Hello. 

Hello . 

Dan, I juet talked to Rouee -

Yeh. 

And he &aid U had a little bounoe rro11 the 
botto• juet at the end. 

8tla11 one. (Lauf!be) 

Yeh. But he thinka he agreee ve•ll go ahead 
and oloee tonif!bt , 

ReallJ' 

Yeh. 

I vae Just going t o recommend against it. 

Bo. It vould be a eign ot veakneee. 

Well , vh7 vould itt It'• alV&J8 been - it'• 
been a polioJ to leaYe it open three daJB. 

Well, JOU talk 
talking to me. 
to oloae it. 

to Rouee. He juet got thl'Ouf!b 
He aaid he t hought ve ought 

Well, O.JC. '!'hen, oan I go aheadt 

What• • that1 

Ma7 I go aheadt 

Yeh. '!'hat'• the purpoee or this oall. 

Well, o.z:. We'Ye got about 116 llillion. 
!vo banka are 111ee1ng but theJ ' re ellall onee. 

• 
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B.li.Jrl 

8: 

H.li.Jrr 

8: 

B.M.Jr: 

S: 

H.M.Jr: 

8: 

B.l!. Jr: 

S: 

H.M. Jr: 

B: 

H.li. Jr: 

8: 

B.li.Jr: 

B: 

H.lC.Jr: 

8: 

- 2 -

::-.:1:-~;-:eer or raot 'bro11pt u 'liP• 
IIWe Ulll 1ih1~ - be pat U tllll ~: 

•e OQSht to oloee tonl«bt. • 

'IJb- hah. 0. I[. 

Whatt 

O.J:. 

IN~h~- telloVI •1 th ten thoueand oYer get an 
ex • .-.. ..... ,.. 

Well, you want to do thatt 

Yee. 

'IJb-huh. 

Yet I do. 

Well , I thlnk you ought to look at thle preee 
releaee. It lt vae Ju•t a etralght preee release 
Why I 1 d go ahead but I thlnlt you ought to look at 
th11 one. 

Oh, I trust you. 

Well (laughe) o.x. 
'l'hd I I Jut t • 

I'• not eo aure that that ten•t a etgn ot weak­
nett. 

Jro. 

Dolng lt t h la .. , . AI I ea7, lt'• aoaethlng 
unueual. 

Wo, no. I t hink lt'• good. You could let Chlo 
llobvars erpl aln U - heretofore enn once tn 
a 11hlla IOH tellov couldn't get to hll eate 
depoeU box eo tllat, theretore, t be tellov -

till 
Well, thet' e what ve put ln there. 1JIAJU' aq'eull 
hol4eJII ot eeourl t111 to be nollanged, eepeotall)' 
the bondl, do not haYe ae 1..,41ate aooen to 1ihelr 
eeo..rlttee aDd are not •• con•ereant v11ih the aanner 
or entering eubeortptton• at are tbe larger holder• . 
Por theee reaeona thaT are g1Yen an extra day 1n 
Whloh to ll&ke the .-- a , • '!'bat'• 1D the preu 

releaee. 
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H.M.Jr: 

B: 

H.K.Jr: 

B: 

B.X.Jr: 

B: 

H.M.Jr: 

- 3 -
I think that•• all right. !here •• no eenee­

D14 70U get the a80Untt 

Wow 11Uoht 

116 a1llion ot the bonde and a l i ttle lee• thaD 
a alllion ot the notee and thlt•e prettJ big. 
'!'hat'• bigger than I thougbt . I didn't think 1t 
would go more t ban 75 million the tiret daJ. 

116. 

Yeb. 

I t hink we'"te got to pull 1t tbrougb. 

o.x. 
And I thtnlt it I ehow oourage the other• Will 
take oourage. BuJ 1oureelt a little leaderehlp. 

o.x. We 'll let it go. I th ink t hi e etetement 
U aU right then. 

Let it go and-

Yeh. I wonder i t we hadn 't better make it -
well to110rrow morni ng I gueee U all ·right . I 
wae going to 111 mlght make it immedi ate release, 
t or todaJ. 

• Oh I think I'd do it t or the morning. 

It gi?ee them a little more t1ae. 

Well , gl?e 1t tor i .. ediate release. 

Well, o.x. then. I tblnk a&Jbe that's a little 
better. It' e a little more time. 

Immediate release l~medlate}J and let Eoolee 
know. 

0.1. Pine. 

'l'hanke. 

Regraded Unclassified



R.X.Jr : 

Jeue 
Jonee: 

!l.M.Jr: 

J: 

H.M,Jr: 

J: 

H.M.Jr: 

J: 

S.M.Jr: 

J: 

H.M .. Jr: 

J: 

H.M.Jr: 

J: 

R.M.Jr: 

J: 

R.M. Jr : 

J: 

R.M.Jr: 

Hello. 

Hello , Hen!-7. 

How are :rout 

Pebi'Uary 25, 1~1 
5100 p.a. 

Pretty good. Row did it - how did they like 
t he markeU 

2?9 

Well , I'll tell you, Jeeee, thank heavene that 
I didn't t ollov the adVice ot the Federal Reeerve. 

Yeh. 

It I had - our bonde vould be l~l1ng at 99. 
!hey were a point and a halt/86 t heir rtguring. 

Well, I declare. 

It 1 e been selling around par 23 to 24/32s. 

Par 23 to 24. !hat•e on the bonde. 

!ha t• e on t he bonda. You ltnov that• a the righta 
and the notee &re about the same. 

!he notes are about the eamet 

!he turn in today wae pretty good l.n t hl8 respeot­
t hi• - it was better than what I thought lt would 
be. 

Uh-hub. 

But it vas about a hundred to one on the bonds 
ae against the note• but we• re announoi~ tonight 
t hat we ' re going to cloee tomorrow night . 

You're going to close tomorrow nlghtt 

With the exception ot thoee people who own ten 
t houeand or leee - we give t hem an extra day. 

I •ee. 

But we •ve done nothing in the market . I t ' s an 
abeolutely natur~ market but l t I had taken Ecole• 
and that t allow r rUer ' 8 advice I 1 d be 1n the soup. 

Yeh. 
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J: 

s.x.Jr: 

J: 

R.M.Jr: 

J: 

R.M.Jr: 

J: 

R. IC .Jr: 

J: 

H.M.Jr : 

J : 

H.M.Jr: 

J: 

R.M.Jr: 

J: 

S.M.Jr: 

J: 

H.M.Jr: 

J: 

!!.M.Jr: 

J: 

- 2 -

Well, I reaUae tbat, I ll'llt to tbtnlrtag aboat n 
&114 th1nk1llg em tbeee tuee M4 ner)'tblq I _ 

::11, Ulle 18 tbe eeoond u .. tbet Pl"r'• been ott 
t..:!; an~' •=b~ =~1tbat What be tblnlte Eoolee 

...... o•er the oountl'J, 
Uh-huh. 

And that - 1t Upeete n erJbodJ. 

Yeh. 

But I thlDk that after all lt'a eelllng about 
2/3 of a point abo•e par v hloh la a oomt ortable 
aarg1n but not t oo .uoh. 

Mot t oo .uoh. Mo . 

Vhatf 

'!'hat•• rll!bt. 'l'hat•e oloae enough. 

'l'oo daan oloa e. 

Yeh. 

It•e too damn oloee. 

I'n got-

Wh&t•a happening tor JOUr lntormatlon 11 - a lot ot 
the people are eell1ng these rlghte and bQJlng 
~'-117 tax exempte. 

I eee. 

'l'bet•e what'• happening. 

Well - I'•e got - going t o Ut dovn tn a rev 
•1nutee - the boJI are val tlng to tallt to theae 
banke.re - tbet"re dovn again todaJ from lfev Yo~ 
about the .Arltanaae bond a. 

Well now.- You Jtnov Vhat' • happened. I mean - JOU 
vouldn • t vant to figUre JOur ovn too oloae. 

'!'hat• • r11!bt. 

Vhatt 

Yeh. But I - the onl:r tblnlt I'• t hlDking about U 
1 t ve gat the• too hll!b -
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! .X.J'r: 

J: 

I!.M.Jr: 

J: 

l!.li.Jr: 

J: 

E.X,Jr: 

J: 

I!.M. Jr: 

J: 

R~l4.Jr: 

R. M.Jr: 

J: 

H.M.Jr: 

J: 

li.M. Jr: 

J: 

R. M.Jr: 

J: 

R.K.Jr: 

- ) -
Y.e. 

!bat U 111pt hurt :rour aUueUon. 

'that ' • l'lpt. Your. are totallJ' tax exe.,t, I toJ'I!Ot that. 

TotallJ' t a x exempt. 

That I. l'lgbt. 

fbeea bankare don't want - theJ' want to haYe a 3i rate 
and a 11 ttla &hAkeJ' aYen on that . 

Yeh. 

ThaJ' got aort ot oold t eet on that. 

Vall. 

And I 1n been th1nk1ng that 1t ougbtn• t to be oYer 
tbree. It 1 a a tull tax exempt bond, 

Yeh. 

But I gueee we oan• t hope fbr three now the wa1 the1 
are unleu we Just buJ them all . 

lfo. You aaw none ot a:r tellowe had t1gured 1 t oaretull:r. 

I know that, 

I . wouldn't want to adYUe :rou b~t all I oan tell :rou 
how oure - tha:r•ra adl1ng the1,r tax ne~t - I mean 
the:r• re eell1ng theae r1gbta -

Ytb. 

And buytng vholl:r tax exa~ta. 

Yeh, !hank :rou Ylr'f IIIUOb. 

And one other tb1ng - and there • • great aoaro1t:r ot 
tba tax exa~ta. 

I aee. 

Clreat eoaroUJ'. 

And the other thing - neither the red or oureelYea 
baa dona a dum thing t odaJ'· 

Vbat would :rou - ...Ou~~ &nJ' feeli ng abottt 1t 
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li.II.JI'I 

Jl 

B.X.JI' I 

J: 

B.M.Jr: 

. J: 

B.X.Jr: 

J : 

B.K.Jr: 

J: 

R.X.Jr: 

J: 

B.M,Jr: 

• 

_,_ 
lt- •••• .u., -. .. ,. ,., 
loa141t 

Yllao ••4 .... to pt till 11011171 If IOQ'II
1 la tile~'· 

lo, ""--• the •1 J: flU le J: think that thla la a 8114 bo14 up, 

Uh-bah. 

AJI4 1t 7011 1 ..-e got to bu7 thea I 1:111at it voul4 be 
a goo4 leaeon. 

I •• • • 'ftlanlt JOU • 

Wha" 

!bat eoun4e all 1'1sht. 

It would be a good le .. on. 

I eee, 

o.r;. 
!bank J OU , 
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B.II.JJ'I 

John 
Winan t : 

H.II.Jr: 

W: 

H,II,Jr: 

V: 

B.X.Jr: 

W: 

H.l!,Jr: 

V: 

H. II ,Jr: 

W: 

B.K.Jr: 

W: 

H.M.Jr: 

W: 

R.M.Jr: 

H.X,Jr: 

W: 

H.X.Jr: 

V: 

• 

.. Uo. 

~alklng. 

,. ... ..., 25. lt'l 
5121 p.a • 

!hl• 11 Wlnant. I oalled ap beoauee I wanted to 
,.,. sood b;re to 70U -

Yee. 

And I aleo wanted to tell 70u that I talked to 
Purrt • all4 lpeDt about 1hree boare w1 th h1a Juat 
a1'ter I ._ you - aa 70U ~aggeeted. 

lUgbt. 

And I•q kept . - I th1nk I'" ltept: all the oontaot1 -
I thlllk I•n 'kept: thoae Un11 etralght: aad 'kept: our 
aaohlner:r e1~le abroad 10 a1 not t o 1apede but: 
rather to ezpe41te -

Good. 

And I juat wanted to let 70U ltnov that -

P1ae. 

And to thank 70U eTer eo .uoh t or ;rour nloe letter 
and ;rour aa117 klndne••e• I -

Whea are ;rou aa111ngt 

I vae to 10 toaol'l'OV aorn1ng but: 1he;r tell ae thl;r 
aa;r poat:pone the plane beoaull ot rough water. 

Oh. Well the be•t ot luo'kl 

~~ eYer eo aaoh. It there'• an;rt:h1ng we oan ao 
vtll )'011 1 et: 111 lalowt 

I oei"W.lnlr vtll. 

All r1atat:. 

I oertalal;r vtll. 

fhanltl qr;r aaoh. 

Regraded Unclassified
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R.~~SEVELT 

MADISON Avr.HUt AT 4.5'!'1 S'I'RttT 

N!.W'r'ORK.N.Y. 

IChNI .. • t• U. _ _._ 

February 25 , 1941 

Dear Mr. Morgenthau: 

Just a note to thank you for 

your personal kindness and good wishes. 

I am sorry that the time was so 

short the other day. I had hoped to see 

you again before l eaving but find I must 

get ott sooner than I had expected. 

\U th kind regards., 

Sincerely, 
'i)"'- ...... 

Bon . Henry Morgenthau 
The Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

. ... . 

v 

:-----------ON THK • aTilT .... ___ _;:,___ _____ _ 

---·· -~ - ·· -·· ---~ --· ----------~---
-·· ---· ... ----·· --___ .._ __ 
-- ---- --

_ ... -­-- ---- ·--- --- ·c--::--
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R.~~SEVELT 

MADISON AVEHUt AT 45~ STReet 

NEW~RK.N:V. 

• ........... ....... ____ _ 
February 25 , 1941 

Dear llr . llorgen thau: 

Just a note to thank you tor 

your personal kindness and good wishes . 

I am sorry that the time wns so 

short the other day . I had hoped to see 

you again before leaving but find I must 

get off sooner than I had expected. 

With kind regards, 

Sincerely, 
'().,t_ .. ' I q 

Bon . Henry llorgenthau 
The Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

. .... .. 

v 

;----------IN THI • aYIITOM ____ ,:_ _____ _ 

---... _, 
-·· - ·· --_, ---------------

- ·· ~-· - ··· ---· --- -
-------------

-- ---- ---- ·--- --- .. ~--
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Febl'IW'7 26, 1941 

liiDI)]WiJQ( rat 'fBI SBCRB'l'J.RY Is DI.lRY 

Secretary Korgenthau saw Kr. Clarence E. Pickett, 

Executive Secretary, and Mr. John Rich, iasociate Secretary, 

of the American Friends Service Committee, today at Kr. 

Pickett's request. Krs . Klotc and Yr. Pehle were present. 

Yr. Pickett indicated that Yr. Kershner, the Friends • 

representative in France, had worked out a plan for the 

trial-feeding of children in occupied France and Belgilllll. 

Mr. Pickett said that supplies such as oatmeal and cocoa 

were believed to be obtainable in l imited quantities in 

such areas, but that the question arose as to funde for 

making such purchases. He also mentioned that milk would 

have to be shipped in from Switzerland, if obtainable there, 

or fro~ the United States. Secretary Yorgenthau referred to 

the f act that the American Friends had not been able to obtain 

much of' the milk th87 had purchased in Switzerland, which 

was confirmed by J.tr. Pickett. !lr. Pickett and l.lr. Rich 

indicated that the peanuts which were to be sent from De.kar 

to Karseilles and then to Switzerland as L barter for the 

milk had not left Dakar. Jlr. Pickett referred to the 

Regraded Unclassified
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l.mport&noe of 1111..Dg that the }leople in the oooupi.a regiou 

were not foroed tonru the llu11 thl'oUih their beiDg OIJ'H 

for and fed exolu.ively b.r the oooua&lng foroea . 

llr. Pehle questioned Jllo. Pickett aa to ..m, it was 

neceuary that Jmerlcan dolla.ra be uaed _to ul:e purchases 

in occupied France and Belgi11111 and '*urted that if the 

local anthorities wished the Friends to aaafllt in the re-

distribution of supplies alru~ in the a.rea, local currenCT 

could be Jll&de available • . Kr. Pickett u id that he was not 

sure whether the Germ&n8 would allow lOcal currency to be 

used. 

Secretary llorgenthau said that the ~~~&tter waa one that 

would have to be taken up 'tlith Secretary Hull, and that 
. . 

bef ore t he Treasury would be in a poaitlon to discuss the 

lll&tter fur ther he would have to have a letter from Secretary 

Hull i ndicating that the State Depa.rbaant wanted the Friends 

to work in the occupied a.reu. 

The conference closed with this underatandiDg. 

Regraded Unclassified
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THE WHITE HOUSE 

WASHINGTON 

liDIOIWIDIJII FOR 

H)'de Putt, • • t, 1 ·­Pebru&rJ 22 , 1w.1. 

THE SECRETARY OF tHE TREASURY 

How about t1111ng the •aoant 

pod t1one whloh are Pree1dent1al t 

There are e1x Colleotore or Cueto•• , 

two Controller• ot Cueto••, t our 

Internal ReYenue Colleotore, one 

aeea)'er and one appra1eer. 

F. D. R • 

Regraded Unclassified



. " ........ a -

_ ..... ,. 1Y1ah 

I - ll""ia 'I I ltt (l) a lliilft 
' 

, • JiJtl •• t• ~ • ._ ...... ····-----!11 
••~tll'!llls-~·· .. (I) a~ M' IW. t1 ft 

I It FQ&l ,_ "'1 .. 1latl• .... 'a' 
aJ'= a' 1 a ... - ..... lf•l •n-illt. . 
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ra I .. 11&1 

_ ......... u.t. 

I• '•'• .. ,_dltk (1) a a..tt 

tl a ~. t•.,.. elpatiN, te c,. t 

"•1 a• ... (I) a ...t"t Uel 'I t•1h 
.......... , ,... IW11t l8WII .. te. ~ 
•'" •'111 • ._. ,._a.. ....... a... t. 

l - .......... Ill tlda •'-lal. te 

liP. I r llt1'•• 
11171 e's ••~• 

m nan s "· 

...... '· 
Bllalte ..... 
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ww. 

Tot 

l'roool Mr. To.c 

.lttacbM llehvit.h la a draft npl,r tor the el.pat,... 
ot t.,. PreaU..t la re~a .. to Coacrw- V1e&le-th'• 
aote ot J'a~ l?t.h OOIICti'D111J t.ha Mle ot 11o1te4 1\at .. 
Al111laaee to lua1a, 

I. CIU'etlll: oheck ru.a beeft Mde Ill' the 1.1«hon Co.t t toe 
opiut lh ova recorde Nl4 "ith tlw MiroDAuUcal Board, 
.Aatorc. Nl4 CarUoe Wrl.&!>t Corpor .. u oa. TU ool7 outet&Ddl~~g 
orden tor lllleela u ot J'abruary 15th 1D tlw Alrcr..tt !leU 
Mel 

( 1) Taa C)'~: lou Cll-1820 e~~glaee ""lcb ,.,.. ordered 
:;OT•ber 218, 1939, troa Wrl,;llt l.ero-Ucal Cor,>Oratioa , 
,.1th aa ot>!>f'Oid.Ate total Talu ot Sl08,000. !vo ot theM 
e~~o;laee liMe beea co..,lete4 Nl4 the reot are 1D producUoa. 
!lo e.,ort U ceue bAo bee:• 1 .. ,..4. 

(2 ) IJ-e JlMh tor P.lrp1...,. ·•tore ortere4 J'abr'<IM7 
3, 1941, with • Talu ot lll>out ~.00 ...a&!..:tured b7 s. r . 
Bo ... tr It Co""'IUIT• '!'MM pou'h ....... bMD COI!plete4 'blat DO ez:><~rt 
UceDae .... 7•t 'beaa II~. 

!U· 
.A, 

• 
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february 21, 1941 . 

llll.!ORA!lDOW ll'OR B.K. •r. 

ll'or preparation or reply. 

F.D.R • 

.. 
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• hbraarJ 17. 1~1 

Booonblo PraaklJ.a D. BoooeYo1' 
PHolua' ot u.. 0a1 , .. aca'•• 
WhUo loaoo 
Waabl..-.., D. C. 

Dear Jbo .... a!UD'I 

•• 

J Yea~ " aao1ooo boPnllll 110p7 ot 

0 10,,01' JUO' P0001Ya4 tro. ~ .,, 8raa4aD 

l oolO'J ot loo,oa, laoaaobuoo''• Vi'h retereaoe 

to \bl 'aalt ot UD1,o4 I'•'•• a1rp1aneo 'o Rueela • 

J llboul4 IPO&UJ appreo1Uo aDJ 

Ylno ~' JOU ..:, oare " •1•• •• ln ~· 
OOIUIOOUoa. 

11noerol1 JOV., 

l ei a. Wlglononb 

Regraded Unclassified
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8!. BRDIIWI 80CIIft 
808'1'01, IIA88. 

Mr. Richard B. Wiggleeworth 
Houee ot Repreeentat1•~• 
Waehington, D. c. 
Honorable Sir: 

Juuar1 22, 1941 

The St. Brendan BociatJ, an ._er1oan organ1uation ot 
the Iriah countr7 groUp, are concer ned and alaraed 
at the report that Ruaaia ia t o get U. 8. Airplanea. 
The weakened oon41tion or our own ail it&rJ t orcea aa 
outl ined bJ Preaident RooaeYalt ia the baaia or th1e 
eociet7'• atrongeet proteat againat an1 further 
weakening or 41aaipat1on or atrength which ve han 
gained. 

The eociat7 trueta that 7ou, air, aa an American with 
the protection ot Christian America at heart will 
proceed with tallow membere to eateguard at once the 
strength or our a111tar7 tcroea and the peace or our 
countrJ. 

-We reapeott ullJ requeet an e&rlJ repl7 ae to what 
· ettorte JOU will aake in th1e r egard. Xour l e tter 
.will be r ead at our next meeting ot th.1e aocietJ. 

9} Federal Street 
Beeton, Mau. 

ReapecttullJ 7cura , 

S!. BRENDAII SOOIETX 

S7lYeater E. SulliYan 
Correapond1ng SecretarJ 

-

• 
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nee leCACTAIIY OF nee TIICAIUIIT 

WAeMI-TeM 

FelnouarJ S, l.9Q.. 

l~ dear ur. President: 

In the case of some Coast Guo.rd c'ontracts , the 

contractors are encounterins difficulty in financing 

tho particular projects. I t is deecod desirable, there­

fore, to invoke tho authori~/ contained in section 1 

of the Act of June 28, 1940 (Public, No, 671, 76th 

Concross), which provides: 

"Thnt r.henever in the opinion of the President ' 
of the uni ted States such course nould be in the 
beet interests of national defense durin& the 
national emergency declared by the President on 
September 8, 1939, to exist, the Secretary of the 
Jfavy, or the Secretary of the Treasury in the case 
of Coast Guard contracts, is authorized to advance, 
froc appropriations avnilnblo thorof?r, payments 
to contractors in amounts not exceedm5 30 per 
centum of the contract pr ice, upon such teres as 
such Secretar,y shall prescribe, and adequate se­
curity for the Frotcction of the Govornoent for 
the payments so IJ&de shAll be required. The 
Secretary concerned is furthar authorized in hi1 
discretion to make partial payments on the balance 
of the contract price from time to ti~e durinG the 
progress of the work, such ~artial pa~ents not to 
exceed the value of the work already aone, but to 
be subject to a lien as provided by the !ot of 
Au~st 22, 1911 (37 Stat. 32; U.S.C., title 34, 
sec, 582) , entitled 'An iot authorizinz the Secre­
tary of the Navy to malce partial payntents for 1rorlc 
already done under public contracts': Pro,:ided, 

Regraded Unclassified
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That the Seor et&rT ooncerned ·ahall r eport ever,r 
three montha to the Coneress the adn.nce Pll.l'­
~nta .. de under the authority of this section.• 

306 

If you concur, it i s requestod tl~t you indicate, 

by your approval hereon, that in your opinion such 

course would be in the best interests of national de­
fense at this time. 

The President, 

The White House • 

· Arproved: ~ 

~.~/.-~(~ 
._ /1/ , 1941. 

___,_,. ~.r 
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TREASURY DEPARTMENT 

l!MSHINOTON 

ICY dear Mr. Prea14enl 

Ill tba - or - Ooaat Ouar4 pontnota, tba -tor• 

are OliOOUDterlDc d1ffloul.t7 1n r1nuo1na t1w ,.nloular projeota. 

It la 4..-4 4aalrabla , \11-rora , to I.DYolca tlot aut.horltT oon­

ta1ne4 1n •oUon l or the .lot or 1une liB, 1940 (Publio, 110. &11, 

76th Coll6r .. •l, llhlcb prc>Tldaa1 

"ftat wbeli8'Nr 1n the OplnloD or tbe l'realdent Of t be 
1Jl11 tad state a auob oouraa ll)uld ba 1n tbe beat lnteraota 
ot national 4etan"" during tba national -reenoy 4aolere4 
by tba Pr .. ldent on Bepteml>er e, 1939, to axlat , tbe Sec­
retary or the ..... y. or tba Saoratary or tb• Trauury 1n 
tba .... or OCe.at Guard oontraota, la autborU.ad t o ad• 
ft.Ooa , rro. approprlatlona a·ra.llabla tbararor , pe.JMDta 

to oontractora 1Ja _,,. DOt axcaadllls :10 par eemuc or 
tbe oontra.ot prloa, u,pon such tel'M aa such SaCINtarT aMll. 
pr .. orlbe, u4 adeqnata aeourltT ror tba proteoUon at t.he 
Co-t rar tba ~at• ao M4e llllall be requirad. 'll>a 
Baoratarr --a la tllrther .. t.horlsa4 1n bla dlaoreUon 
to - ,.n1a1 ~11h on tba balance or tbe oontnot 
prloa rro. u .. to tt.a dllrln& tbe pzosr-.. or the wort, 
such p&nlal p~a DOt to UOM4 tba ftlue or tba ll)rt 
~ d-, bUt to be aubjaot 'to a lieD u prcw14ad 1>7 t.ha 
"""' or Aaeut a , 11111 (37 stat. 31; u.s.o., uue s., aeo. 
1181) , •Utl.ad •a A.ot lllltborla1DC t ba aaoret&r7 or the •• .,. 
to - partial ~ata ror wort alraad7 dona under publlo 
ooatraota• 1 Prortdad, ~t t.he Baoretary oonoa..,.d aball re­
port 8ftl'7 tbr .. .1111111tha to tba CoacrN• t he adftlloa p-.,-nta 
......... r tba .. t.harltT or tbia .. oti<>llo . 

• Regraded Unclassified
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This Board is based on the suggestion 

~tained in Secretary Stimson' s memorandum , 
~ch he presented at the secret meeting 
hel d at Secretary Uorgenthau's home on 
February 13th to discuea appropriations 
in connection with the Lend-Lease Bill . 

. . 

• 

, 
• 

• 

• 
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TH C WHITE MOUelt 
.SN'•IIMIInYON-

fl*: &1'7 tl, 11Kl. 

l •"' w P' reacb' f or 'he 
adll1111ehl'1. Of tile Len4-LeaH !till at onoe 
eo tba t ..,on ~ 4&1 l ellft the bill I oan 
alao take a nu.ber of lllportant aoU one in 
relation 'o U. 

117 plane are to be a•J fro• 
•ebincton tor about tan 4&7• alter the bill 
1a a1CM4,_ an4 4111'1nc tbat perio4 I -.oul4 lUte 
to ha'le oaer propoll&le aa.q~&&telJ oan'laeee4 
ao tbat l .., taU the eerlee of etepe i­
ce41ate1J upon Q retv.m. 

l propoee to a4a1nieter the blll 
throUCh the aee1atance of an A4'11aorJ eo-1 the 
coepoee4 of the leoretarJ of ltate, the 
leoretarJ of War, tbe lloretarJ ot the Ka'IJ 
and f 0 \1, 

l u pins w aak HarrJ Hopltilll 
to act a1 lloHtarf of We Colllllttee 4ur1nc 
the next few IIOfttbe. l 4o thle beoauee ot 
hh 1nU .. t e aoquaint•noe w1 th the nee«• ot 
Br1 ta1n an4 Me 11114eretan41ns ot so•ernaental 
relationehlpe bere. 

IUl JOU be SOo4 enouch to 
auip one of the Mllblre ot JOIII' l)epart8ent 

, 
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fbo Ronorabll 
'l'hl leoretar7 of t he Treaeui'JL 

Waehlncton, D. c. t' 
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COil'l!!pT1,U. AG!JCII ft I II n 

h'b~""GMT 20, 19tl. 

Tol !he S.cretar7 

J'roal lb'. To111111 

Rei Brithh .Urer..tt llhip:oenta 

Tou vill recall that laat wok )'OU aalr:..t •• to procure 
1Dtoraat1on vith reapect to tho ohipMDt ot Bri tiah plauo, 
the d11t1111>Uon ot the pleua, eDd the aeana ot trNloportaUo.n 
iDYOlnd. !he att~..t atat-nt r epraaanta tho tirat atteaopt 
'b7 t he BriUah .Ur Cor:aiooion to tultil )'Our requoat, ODd 1t 
h pr11ontod on a prell.Jil.DN7 'baa1a t o • •• 1t it ahova what 
}'OU VMt. 

I might add that t he iD!oraation 1a COIIPihd tr.,., throe 
ditteront ooureee, &114 that tho Air Commiaaion ia enxioua to 
keep it on " otr1etl7 eontidonUal btlo1a tl1ld not include 1t 
" ' put ot the rogular veekl7 aircr..tt atatoment. You vUl 
rael\ll that the voekl7 otl\teaont inoludoa a ttlblo on .xporte 
IIIIich ahova the ,_ber of plaua n ported tor the weak ao vell 
1\1 total exporta claaaitiod ""cording to 4ut1oat1011, 

!ho attached atl\t-nt gina NlAit1ol1al iD!orast1011 111 t he 
tora ot the uooa'blT point &114 the aethod ot tranaportat1on, 
Sir Bur7 Salt h IUIXioua to 41acont11Na tho iD!o..-Uon con­
ta111e4 in tho recnlar voakl7 t a'ble aa th1a lliV atateu11t vill 
take the pleee ot it, tl1ld aa he 1a &llldoua t o keep H eoD!i den­
Ual, 

With reepect to the laat tvo colllllllo 011 th1a nov atateaut 
deAling with the aetho4 of ahipmut, the tJ.curea r epreaent planet 
that hi\· .. tlM'iYM at the uaempl7 point vi tb.111 the lut voei:. !he 
•vaei: elld1114 J8ZIVI>rT 26" 11114 the •veek en4iac J'obruar7 151 included 
in the tvo hea41ne• repreoenta vben the pleua vare eX!JOrte4 troa 
the Uni t..t Statea. Preouaebl7, the Br itiah vill include a footnote 
in tbo .. illataneeo vbere pltllllo han baeD exporto4 but did not 
arrive tlt the aeaoa'bl7 point 4ua to a11lkine or other reaoona. 

Regraded Unclassified



3. 
f rf'Yvtl,)c. ,. 

STAT.IDI.EIIT ot Ali\CilAJ't SHIPPBO to U.Jt. :::.....-----
, It OVERSBAB COIIIIA!ID6 

Type Destination 

Boston I 

Boston II U.K • 

• 
Hudson I U.K. 

Buds on III U.K. 

Hudson IV U.K. 

Electra U.K. 

Curtiss 

Tomahawk ll.E. 

Glenn liar tln 
llaryl an4 ll . E. 

ConsolJ,da tj!4• 

PBY 

Br1t1sh Air Commission 
Pebruory 19th, 1941 ' 

Assembly 
Point 

U.K. 

U.K. 

u.x:. 
U.K. 

U.K. 

Takoradi 

Takora4i 

By Sea 
during wee.k 

ending 
Jan. 25.41 

13 

1 

J 

3 

100 

20 

By Air 
durin& week 

ending 
Feb. 15.41 

2 

.... 

• !ho Conool14at e4 P!Y'o are t'lovn Tia l!orcu.4A aud tbo Lockheedo Tia l!ontoal . 
ll&lttu. (!blo lnfor,..tion vas pnn b1 phone b;r tho llrlt1ob Pnrcll&aill& 
Co=oiooion a t 3 :30 p .e •• J'ebruary 20. 1941.) 
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• IJS• ,.!L..l!J' ... Type ~ltU.tiOA ... ~ hrlJIII~ 
Po · •D41DI lllll1llc .... ~~.~ • IIIIa 1.6.1. 

• 
• J!mwlft 

• 
Boat.on I ' D.l. O.l. 1 

Boet.on II • D.l . l.l. l6 • • 
• • • .. , 

ld!~tl4 • 

' Hudson I ,. -
B..Seon III - . .. 

O.l. ' 
.. 

R..Soon IV O.l. • • 

ll.6ot.n. • 

5dllr1ill 

T-.ba'llt 

Qlepp l&rt.1D 

ll&rTlaDil 

25:!DIS1~1Mtsld 

0.1. ' PBY 0.1. 
~ 

...-- • 

Br1t.11b lli c '••loll Y"" 
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roa m. BU.S 
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STRICTLY COwADtHTu.L • 

ALLI .. L. 

1 

3 2 2 

33 31 

1 

, 

• • 

• 

60 30 

25 32 77 

1 2 2 

1 1 

135 
13 

2 

Regraded Unclassified



STRICTLY COIFIDEITIAL 

Report ot telephou ..U to Ill', r. o. booepr 
General lfallapr ot tiM .Ul1eon D1Y111on, Gene~' 
Jlotore OoJ:1MI1"&t1on, on 'l'uuda)', r ebruU7 "" 1 1 4aoo p.a. • ~.,, • 

Ill', Kroeger ea.td that engine del1nr1ee tor tbe 
Br1t1eh were ellll1nated last week at tbe request ot the 
Ourt1u Aerop1ane D1T1eion, !be Air Oorpe, he Sldd, ia 
puahlng Curt1aa tor the del1nl'7 or aoM P.:Jioe and 
CUrtiaa could not use t.medlate deliTer1ee or engines 
tor the Britieh. Prenou4 dalinriee or engines tor 
the Bri tiah are still in ato~ and tbe storage spaoe 
1e tul.l. Present 1Ddioat1one are that moot or tbe 
deUnriea this week will ahQ be tor the Arll;r . 

llr, Kroeger 414 not know ott hand bow tar bB;hJ.nd 
schedule the;y we~ on del1nr1ee on thll E and r t;ype ot II 
engine, He tb.inks that real production on these engine 
•;ypes will not ooour before .lpr11 1 . Experimental work 
hae been completed on these t;ypea, however, and tbe;y 
are now working 24 houra a da;y trying out and testing 
their 1111w tools . li:Ten on thla baa1e, it wUl be nearly 
a month betore tbe;y will be able to produce aatlstactor;y 
enginea in Tolu... 

'fbe !allure to produce the I t;ypa englna 11&1 
handicap the Bell J.lroratt Oorporatlon, Jlr, J:roeger aald. 
Bell uaee tbese eng1nea 1n 1ta Alracobra Pureult .odel 
wb1oh 1t ie pro4u01ng tor both the Br1t1eh and the /o:rw7. 

ortioa of the 8ioret&l'7 or thi Tri88Ul'7, 
D1Tision or Research and 8tatiet1oe. 

rebruar;y 25, 1941. 
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••m••••IAHY. 
WAIMIICTOI, D.C. 

25th FebJouar7 1941 

Dear Kr. Seoretar,r1 

J.t our ooatereDCe :reate~ :rou asked to be pro­
vided with a atate•.nt showing the diJtereDCe between the 
situation when I arrived, and the plan proposed to :rou :rester­
day . We have tried to set this out brietl;r in the eDClosed 
~:~BmorandUII, aDd I venture to a dd a tew wol'CU ot explanation 
or 11bst was in our lllinda. 

The essence ot our plan is that wtead ot transac­
tions dependin& on instructions trom LoDdon, the power ot 
Unal decision in all •tters would rest in Washington with 
the United States Govel'IIIIIent . It was hoped that this would 
clear the air ot &IV' miaunderstarwl1nga on the sub~ect . 

Again, in the carr,.inl out ot the work ot investi­
gatins aDd diapoainl ot these investments, it would be ot sreat 
advant age to the British Representative, it he were in a pos~­
tion to consult someone nominated by you, who would collaborate 
in t he 1118in decisions while not beinS burdened with the dey to 
day work, aDd who could keep you advised or progress. 

I saiJwcl the impression that you telt that appeals 
on particular cases to the United States Government misht in­
volve )'OU in emb'arraasinl questions, and it this were l1kd7 
to happen ·oeten, 110 doubt that would be so. But it I were 
able to consult aoDaODe in :rour con!idence1 we would both be 
anrt.oua to arrive at a sensible arranse•n~ over each trans­
action aDd would be un111rely to peraist in carr,.inS a dit!er­
ence ot op~on to a point requainS appeal. 

The tact that the essence ot the propoaal is that 
tha whole ot the .. curities are placed under tbe control ot 
the United Statea GoverDMnt carries with it the neceasit;r 
ot such an appeal in the last anal)'ais, but in practice, I 
think that the queation would rarel)', it ever, arise. 

Regraded Unclassified
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llllnellgiAMY• 

••••010tl.e.c. 

.la I kDow rou reallze, thla quatiOD ~ 411-ect 
1nveat1111nh 1.a a COJIPllcated IUI4 41tt1cult 01111 and I llo 
teel verr •trona~ the need tor the collaboration ot 
so1111 .l1111rioan repreaentatin who en~or• rour conti~ 
and baa bed •- pract1cal buaU.aa ezper ience. 

Yours sincere~, 

The Bon. Henrr R. Vorgenthau, Jr., 
Secretary ~ the Treaaurr, 
'lfashin&ton, D. C. 

Regraded Unclassified



RIRie! 411i§IM!'*B 

1) Prtyioga Poatt1op 

'fhe inatructiou. chen to Sir B4ward Peacock • 
when it was acr eed that he ahould ~ sent out to the 

United States to take charge ot the matter, were to the 

ettect that 

1. The British Government had decided that a sub­

stantial &.D:runt ot direct investments were to 

be sold or used as a basis ot capital i ssues . 

2. The British Government endorsed the suggestion 

made 1n a letter written by Sir Frederick 

Phillips on the 8th ot January to Vr. Walter 

Stewart, that, 1t Secretary Korgenthau wished 

it, Mr. Stewart should collaborate with Sir 

Edward Peacock in t he manner there suggested. 

While Sir Edward Peacock was on his way, Sir 

Frederic.k Phillips saw Secretary Korsenthau on the 13th ot 

January and explained that everything n s being done to ex­

pedite Sir l!dwk.i Peacock' s a.rrival and t o give him the 

widest powers . The British Government wished the discussion 

about the subject to be realistic, and would not allow a 

vendor , b7 an unreasonable attitude, to block an equitable 

transaction. 

2) If! PropOSal 

The new proposal now submitted corresponds with the 

f ormer situation 1n one r espect, vi.z: - that the responsibilltT 

t or the executive work ot ettecting sales or capital issues 

rests on the British side. It ditfers, however, trom the 
Regraded Unclassified
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1. 8'-,..
1

'11 •'"'MI'7 111 Ji ; u.a to 11e -' 
1111 

t• 8-.J.ta'llla ..,.,, alrtt1111a at Alllftoa 

..,......_u.,.., ft1ela Wl11 .t ~ .,. a. 
ba-S... "PHMiltaU't'U to 11e ~ s.ton.a 

fill 'ltat 111 101Jia OD 81141 U lle0081U7 
1 

to 1111-

Uata aD4 OODtrel operatiou, but will. wo 

ea&ble tbl British representatiYea to c~ 

tbe11' news OUI'rentq both on particui.ar cues 

aD4 OD 1-ral qustioaa, 

2. ~ British «lower-At otter, U dea11'04, to 

place tbo titles ~ tho 1Dnat-ta 1a quatiGa 

1a the baa4s ~ tbl tJaitod States Gon~t. 

), It the A•r1caa aD4 Brithh repreaentatins are 

1n acree•nt, the proposw 10 sboad without tur­

ther retereace to hisher authoritT. 

4 . 811' Bdn1'd Peacock' a instructions onJ.T cODte.­

plated Joint cCIDSIIltatioa, !he present plan 

proposes operatiODS wl4er Jo1Dt control, aD4 

.Us detia1te prortaion tor the possible 41U• 

~ d1aqree•nt. It is bellend that diaasree­

•nt rill be rare, but U 1t occurs, the t1nal. 

decbiOD rill - r .. t rith the tJa1tad states 

Gonn.nt aD4 not rith the British Gon"7'ft..lh_ 

rh. Br1 tilh Gonl'DIII8nt, who rill have to C&l'I'J' 

Clllt the actual ~ratiou, 1UI4ertake to Sift 

ettect to such decisions . 

W'uh1Jiatoa, D. c. 

25th February 1941 Regraded Unclassified



INftR Oil ... Cl DR I :~..-. 

tw'"'!! W•• tbt, 

• •••• 1a Ol'der to ..u. ll,T7,,ooo,ooo t.~at. ~ ....t to­
t.bt1r oatr "• Mlip.ti.a, 1t.- tbat ~haft pt. to ..U eftiT 
a11are of tla1W at.w -nt.ue u.:r..., aal all of tWr 14-ru. 
t.bat. ~..., 1a tile 11a1w at.w ..s.~ t.1a ._..r ,_,... (p. 21) 

•r IIPe DOt. looacl 1.at.o u. iDIIin.tl&al o-, blat. u Lord aG:1 ~ 
.ut.or OWl ro.l. -~~ iD 1ft Tozit tMir UMW will be Oil t.be &ctiCIIl 
bl.ook wi t.b the ....... • (p. 66) 

"Bft"T cloUar of propert.;r, l'Nl properv or .. cu:l.t.1• tllat. ~~~q 
&lgliob oit.1HD - iD t.bo tla1wd Statu, t.bo:y buo ..,..ad to o.U 
dlll'inc t.be MXt. l2 -u.., Sa order t.o niM t.bo ......,. t.o pq for t.bo 
ordoro tbq ba-.. alned;r placed, tbq aro &OiiiC t.o ..U - lftl')' clollar 
of it..• (P• 66) 

"SeMt.or ~. u.:r 1l1ll haft t.o ..U eftiT abaro of OI:I.W at.w 
ot.ook aad eft17 pie .. of propert.7 t.bot. -"T .., .. _ Oit.be- Sa t.b:l.a 
COOIDt.J:'T witld.a tile _.. l2 -t.bo 1a Order t.o ftiM nlf:l.~ _,. t.o 
pq for t.bo order~ Ulat. .,.. alned;r plaoed.• (p. '10) 

r .. u"!!T lltttn tile._, c '\Wt 

"'lia\ tbq an -~ - 1o t.bioa D> tile 1!11 ot .U.r:l.au •-­
t:l.oo lioW • ov _., pc7, tbq haft """ ~ ~ t.boM ....,. 
and oolllac u... to .a.rt- ~,.., aal U.,. prapoeo to tall, u 
1'IPi4lT U tlaq - ftall _.,.. t.bo 10 u)] od d:l.rtOt. iD ... t.eat Q 
taotor:l.!l or bu1at!Mo, wb:l.cb ~ aot lioW Oil tbe ao-...• (p. 62) 
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TO IIJ', 1111. te 

!be s.aot ec-s.ttee ... llat1oDal lxpead.lWI'e 1n tte report or 
January 16 Mda the lOll.oor1.Dc ....., hticmeo 

1. Boure ol .,rt< ot -t1• WOl'karw eboul4 be reclaced to 6o a 
-lr: with the a1a of a 1\lrtber redllct1on to SS or 56, '11!11ch 
1e the opt.!.- r- the prodDctiOD point of -.t... ID tiD.8 
.-paot •the lea...,. wbicb the laat wa.r eboul4 baft tacbt 
- l.arp1;r to baft bee 1p>oracl •• 

2. Tbe 1.ci..:L to be a1Md at 1e the \llraa ... bitt IJIItee. Grwater 
Wlitond.t7 ol bo1IJW bet on 41lfarant tinu ehovld be ~~~ 
llabecl to p........t _, hca .....tnc in eaarch ot owrtt.. rat... 

3. Thl lll.llieter of lAbor eboul4 Mica ll"Mter ua ot bie cOOifl'lll.eol7 
po111t1W to ..,.. aDd tr.Dafer .,rl<e . Tbara oboul4 be a •x1-
d1l.ut10D of labor &1111 tra1D1.III eboul4 be ext&Dded. 

4· '1'ba poa~tiq aJIIt. ued b7 tbl 111niltr7 ot llwppq 1e 1Jo... 
attioi•t &1111 a nntant -t1111 .,.at. abaulcl be nbatitoated. 
C...traota ebolllcl be placed -...a...r pcaeibll co a tuecl prioa 
belie. 

s. hrtbar ~ into coat 41eons ,_. .. arw ba1JII Mdl. 
Certain llbelll _..., pt"C t ed b7 coe tu. at a coat of 11. Sd. 
.,.U.t -ther li.m'• 51. 24. 
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TO Seorekl')' llorpntbaa 

·- Mr. llhih 
SubJeotl United Btatae roreign Trade DeTelopaenta 1n 194o 

The attaohM ae110ranAwl, prepared b7 11.1ee natler, 
deYelopa the f ollOWing pointe: 

l . Our eJq>Orh ~tall.1ng $4 billion were at 
the higheet leTel 1n oYer a deoa4e. laporte 
a110untad to $2. 6 b1lllon, and although higher than 
1n 1939, ware leas than the ooaparatiTelJ large 
total ot 1937. '!he reeultant tl.4 billion exoeaa 
of aerohand1ee exports wae the largest 1n 20 7eare. 

2. EXporte of agricultural ooamoclitiea are at 
the loweet point in 70 7eare. 

Six eoeent1al war .. teriala -- heaTJ iron 
and eteel, non-terrou~aetale, aetal-working 
gaohinery, a1roratt, firear~e and oht~oal producte - ­
are now aooounti.ng to!' over 4o percent of the Talue 
of all our exporte. 

!bree-tittha of all our exporte are no• going 
to Britiab z-.p1re oountr1ee. Jxporte to Latin 
Aaer1oa, Aa1a and Atr1oa haTe aleo 1noreaaed. 

3. .t. abarp 1noreaee 1n our 1aporta of atrateg1o 
and other orude .. ter1ale han 110re than oounter­
balanoecl the drop 1n our foreign purohaaea of f1n1abed 
manutaoturee. 

Exoept1ng Continental Europe, i mport• troa 
all area• of the world were larger than in 1939• 
Binoa JUne, laporte trom Continental Europe haTe 
been negligible. 

At taohllent 

/ 
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TREASURY DEPARTMENT 

,...,.. hbrurJ 6, lSIU. 

TO Jllo. 1hit1 

, _ Uiaa n.u .. 

Subject • Dllit.cl state. loreip !re4e O...elopa.,te in 191.0. 

OU' exceaa olaercblndi.ee aporta in 191.0 ... • tbe larceat si.Dce 
1921. Export.• aceeclecl illporta b7 $1.4 b1J.lion. 

Unitecl St&t.ee !rport Ilon!!!p..W. 

1. OU' uport.a roee t.o $4 bUlloo, the hi&beet lrfel aiDce 1929, 
DOtw1 tbatud111& tile clrut1e curt.ailMnt in lbipaenta o1 
qric~Utural &lid pe--tl.M ~on &oo4a, particolarq 
to b'ope. Clreat.l.T a:plllld.ed obipaenta ot Na.,tlal wr 
aat&rlala to United !:inedola &lid otbw Brltlab BIBplre CO!m­
t.rlea to&ather wltb inonaecl uporta to Latin .lUrie& are 
r aapoaa1ble tor t.be rile . 

2. Acr1cultural c.-odit:r exports cleolined contruaaaonallT 
to tbe lonet point 1n 70 71ar•. Since JU17 t.be;y biTe 
&CCOUDtecl tor lees tban 10 percent ot tba Tallie Of all e:z.. 
porta, u c~ to 28 percent dlll'inC tile correepo1141n& 
period ol 19)8. 

3. Oar uport.a ot al.x •...tial wr uterlala - ~ 1roD &Del 
ateel, DOO-t......,..., Mt&le, Mtal-WIIl'I<1Dc aacblnerJ, aircraft, 
fir...,.. &Del oh.-i.eal prochacte - clollblecl in Talue c1uriJ1c 
1940 &lid 1n tile latter -tbl ol tile 7181' &ceOWlted tor OTer 
40 percent ot t.be nlue ot all our cporh. '!b1a 1a twiee 
u b1&b a proport.ioo aa durin& tile pre-war a.ontba. 

4. &xport.a o1 other ll&llll.faetured ('_.-cl.ltiea increued (10 
percent) but leaa t.ban total axport.a incrauecl. Trade in 
II&IV o.-.ditlea waa erratic both 1n Toluae &Del diatribll-
t1on u CCIII>&recl to pra-wr 71ara. !x:porta ot puoengar 
&llt.CIIob1lea were ona-t.bird lcroer than in 1939 deaplte larger 
Ialii to Latin M erlcan OOIIDtr1ea. J!:lqx>rt.a Of paper &Del 
wood pulp were two and one-ball tiMe u large u in 1939, 
dill lara:elT to 1ncreue4 abipaanta to Latin .lUrie& &Del 
Britiab a.p1re COIIDtriU. &xporl.a Of lllbrioanto and gaaol1ne, 
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- 2- Dl.rtaia ot •• '-1 
••••uU 

• tM ot1M1r bud, bne no~ rw ... ..s their .,..n 
ir ... of tile _.lT -'Ill ot tile -1 copone ot IUO:U.. 
_.. ooal1' ball u lArc• ill '11111- u ill 1939. 

s. 1M abUt. ill tile c-.u.t:r cc.poeitiool ot 0111" copon. 
chl.r1..Dc 1940 U illllicated bJ tile table below. 

Perc.tage DJ.etribltion o! u.s. &xporte bJ Pr1Dc1pal 
e-mit)' Oroope, 1939 aDd 1940 

19.38 
:tan: - JUWi J\11i - &C. j!9 

Jaa. - e Mi - DIC. 
Six ••dial - uter-

i.aley' 21 
Ot,ber -..ractureo~ 

24 )) 

C>-.lit1• S4 47 44 
.&v1rut11l'al :-:diu .. 19 22 lB 
other C>nde uter1allo ......! _1. ...1 

Total 100 100 100 

6, 'lhr ... tut.ba ot all OQX' exports are - 1011.11& to Britt.~~ 
a.pire c01111ir1ea, priac1pall)- tile lhd.tecl lin&dca ad 
c-ede 1!118 c- with a propclr't10.. ot ~1ltba 
chl.r1..Dc the eclT ..tba o! tile-· 

7. ~:~:porte to latta .a..rica il>I:Nued (27 per<:eDt) - DO 
...,... tbu total GpGrla il>I:Nued. Afsr dvtalr -

tilth ot _. GpGrla baft a- to latta .._rica ei.Dce tile 
oatbr&M ot tile _., 

IIA1ted stat.. Js>orl D.nl.OJMD!.!. 
1 , Qur S.,Orte ill 194() tctalled t:z,6 loSlJiOD, AJ.t.b01111>1) 

per<:.t b1p.r tb4ll ill 19)91 the)_.. atUl $400 aill1cm 
liDder the caoparaUftl:r l.arce total ot 1937, 'lib• the ~ 
1nal ot iaduatrial actirlt:r aDd abort crope here GGablaed 
to ....u OQX' pvc~wo .. abroad. 

43 

43 
9 

...1 
100 
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• 

_, _ 
a. ~~~upq ,., au..a ~ ~ •tlrawtio ~ ~ 
~ _. ~ w.u *rille 1~ lliapGrW t11 au 
r ruu.- ..u ~. - .m, ldllbl., t.1a, 
•U...- t~ ~ - ... ...... .... 
ba1t apia .. 1U'p .. ill 1939 allll cllar1ac tile ·-­
ba1t ot tile ,_ ftpi'M .. \ed aboU )0 percta\ ot t.lla 

ftllle ot all ~ illto lloi\ed '"*· 
) . tto. b1L1Uiac 'liP ot etock pllaa ot ~ Utui.ale U , 

1'lartbar .n..s-c liT t11e l4 J>WOat ria• ill iloporto ot 
otMr oncte allll e.-1 r~ utorul.a. 

4. ~ ot fln!•bed -rutv .. dropped lll.arpl;r. J'oocl­
et.rt ~.,...... .ao 1owr t1wo 1a 1939. 

5. Sl.Dce .,._, 1aparto tr.. 14sti.DeDtol krope baYe bee 
""Cltpble. Dle7 ban ......a&eol ClllJ' JlO 111lli011 eontblT 
......... tbe7 ttC"a&ed 140 w1ll1 ... ~ dl1r1ac t.lla 
ba1t 7MZ' prior to tile oatbraelt of t.lla 1'&r. 

6. :r.parte roae boca all oilier ...... ot the 'IIOrld. Mia 
aDd Atrioa ...p.atered the lAra•t &aiD. lllporte ~ 
Aaia nre onr /1) perc.,t h1abar 1D 'r&lue in 1940 tbm 
in 1939 wbile 1aparto ~ .&tr1oa nre 75 perc.,t bisl>er· 

7. the table below lbCIIrl tile cbuc• •- lliV c...,ooitioo 
of our trU. aiDce tbe Olltbrelk ot war. 

hro~Dteae DUtribat1011 of u.s. lllporto liT Pr1ao1pel 
c dit)-~. 1939 allll 1940 

• 

.... 

1!!. 1939 . 
JUl: • Jiili • DeC. ,.... • JiiiDo Jilli . so. 

Six etratoc10 .ater1&la v 
Other oncte allll eo.ie 

16 2l 22 29 

aaaatao\ved utcriala 43 4l 
Fooclototfe 27 26 
P1niebed -=taotarea ...!i 12 

44 42 
24 20 
~ _2 

fotl1 100 100 100 100 

&' &=aa. rai&i'. rmr dlil Ui, m, ut!iiii, fw: lliOiiDI cr• 
&Dol -tala. 
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"' llleONW-!7 llorpntbu 

,_ 111'. 'lh1 ,. 

SubJect I 0ol'llall7' a t.pron4 tol'Oip axohugo poa1t1oa 

ftlol'O 1o tranllll1 tte4 hOl'OWi ~ a .. 110raa41&& on 
Ge~' • &!ron4 toreifi axollup poa1 t1on, pzoepara4 
67~0. •• of thla IS daloa. · 

SOM aal.\ant pointe ot thia •110z-andwl al'O: 

1 . Ge~7 baa beoo• one ot the lug11 gol4-hol41ng u.­
t1ona ot the woz-14. It h quite pouibla that abe now 
baa $)/~ b1lllon ot gold. 

2. Ge1"110Jl7 baa aoquil'Od control oYez- IIAD7 bundzoeda ot 
a1lliona ot dollar a ot non-European eeouzoi tie a. SUob 
tozoe1gn aeour1t1aa, toraerl7 belong1nf to nat1onala ot 
the oooup1ed oountr1ea, aa aha baa no oont1acated, pur­
challd (w1~ tunda auppl1ed b7 the occupied oOUBtz-7), or 
bzoousllt uD4ar Oorun oontrol b7 tho auuiipt1on of ada1n-
1atratiYI anthor1t7 OYer banka and aeour1t7 agents, haYI 
be1n required to be rag1etered in apao1al blocked aocounta-­
whel'O tlle7 will be read7 when Oor110117 n11da thea. 

) . 0ol'llall7 baa aubatant1al balaaoe• 1n tree ourrenoi .. , 
which ah1 bol4a 1n un7 oountriea--wbarenr adY1aable 1n 
Sw1aa, Swad1ah, Portupe•• or othe zo -•· Ber 4ollar 
zoeaouroae al'O eo adequate \hat, 1D add1t1on to -U•s 
all her ourl'Ont pqMnt., abe baa reoentl7 been abll to 
ll&ka a na.ber ot otter• to AMr1oan t uu to l'Oparobaea a 
total ot un• ot la1ll1ona ot dollar• of thoea f1raa• 
hold1nga 1n Gel'llall7, tor 1rue41a to paJileDt in dollar a. 

4. Oo1"110Jl7 now baa no tore1p exch&ng11 problea 1JI Europa 
at all, 8hl baa oo~lata oontrol oyer tho aoonoa1o raaouroaa 
ot the ooollP10d oountr1ea, and her poai t1on .in tho un­
ocoup1e4 oountriea 1a unchallengeable ao long ae she 1a 
their one g:reat 1nduetr1al ouppl1er, the1zo one gl'OOt 
bu7er, and ao long as abe 1a obY1oual7 capable ot sup­
porting her eoonoa1o pol1o7 b7 a1l11:1r7 toroe. 
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- a - D1'1'1a1oa ot 1: I \uy 
.... IZ"dd 

1 . ~ u 1IOIJ ple4pd to pq ~ lJ,6 
b~oo b-cca a Te&r aa • ocoupat.i.on ooete•. 'tbi.a - u 
nll. OftJ' tor1ce aa •ch aa OomaJT baa 8'pell\ ill rr- tor ~ 
aaiAt&- or ~ oCCQP11.Da azw:r. !be Z'M1.<Ialo u _ , ...,. 
t or 11tJ;T parch-• G~ u:r oare to ll&ke. (ID 1938, Frech 
D&tiOilal ill- - aboolt )00 b~Oil tnDoo . B'hD aJ.l.ow1A& 
t or a on&batant.ial riM 1A Frech prlcao, •oecupat.i.on ooote• 
aut be of the ordar of oae-tb1r4 the :rr.cch D&t.i.oDal :I.DCCDeo) 

em NoY.-ber 14, 1940, a cc:.penution au-­
aent betnen Oerlaazl;r IIJid Fr- - 811'*1 at lraablldan, per­
mittillr 0.1"1Un7 to ~ .n;rt~~~ere 1A Frenoh territol')'. !be ceoo­
peneation oxchenp rate - Ht at 20 b-IIDOo to the mark. 
Henootorth, o........,. waa tree to bu;r aa aulh aa aha pleued 
IIJid aoCQa].ate a olear:I.DB debt to Franoe. ID4eed Gemav bu 
alread;r taken an ill'f011tol')' of henoh a.mfaoturi.D.I recil1tiee 
IIJid baa Mt liP a opecial war eooDG&io otatt (the •ehrwiz't.­
echatte - liD4 Ruaatungsst.ab Fr&llkreioh) to pleoe •mMent 

or<M.ro 1A rr-. 
U (to - the iapoaaible) the Gel'lull>e 

oboal4 not han IIIDQ&b Frech - rr. occapatiCII coat. IDd 
cleariJll oreclite to uke all the pll'CIIAMO tbe7 W&t :I.D FrGce, 
tb.,. ou al1111P ,., oreclite ma the l'rencb b= Hnc qn.. 
A o.n.an ~ear ooo\role the freDch banlr1q .,..t., 1acln­
<11DB the B8111t or :rr-, IDd ho OlD &n'IDI8 tor 1117 oreclite 
Geraan iatereote aq require . 

2. !be toreip excllaJICe poeitioo ot OemaJT 1A 
Be1fl.a, the !lother1and.e IIJid llo~ io .W.otanti~ tM -
aa 1A IT-, ~t tbat :I.D tbeM a aller ..-t.r1N 0...-v" 
baa aot ..,.. prNOrftd the tor& of ID ~t ~otio 
fO'N~Dt IIJid, therefore, aha h&a clireot OODt.rol Oval' \ox 
rooeipte iJl lldcli.Uon to ocaapatioD ooote, oleariDI orooiite, 

IIJid bank oreclite. 
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_,_ lll'liala ~ 5 "*7 • •• 

'· c~. 111e a- ~~aRe ot I'IWIIl, 
tp 'IU'&, ..a ~c-Uklt ~an to...S. 
11X111b81 .. - M tar - ~ Jle1Ail i.e OOaltl"Md. !M ,..-. 
b'GIItier .... .._ ~ Wrritoriea -.1 tile Woh a.. bMD lll1-
ll111ate4. !!Ia auk a:Uoalatea ~ .. lleoal ~· .....,_ 
.... _, .... t.rn.ton. ... ~ olMr par\e ot tile Reieb 
are Mt -~ to •+= .. ooatirol. 

Ill CMOboaloTald.a tile koraAa baa bMD Nv.iDecl 
u a llllbordSAate l.ocMl. Ol1l'1Wiq a1da b7 a1da w1 \II 1lle aarl<, 
11114 tile - tadAc - bee daDa wi\11 ~ ll.otT 1a PolaDl. Ill 
Ip 2 11V1 tile halo 1e 1lw1q al•••••W •111raJT1 ..a tile -
1e tna •- ""I to CIIU' ?WT _,7 iatoNAUia !A .U.aor 
lArn1M. 

• 
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IIMNr<D 

4. or Clel'IUII1''• excbml!ll poaitJ.on witb l'Npeat 

to Rwoaia • la>allr pr..n!cal.ly DOtbin&'o It 1a '!llita poeal.ble 
that Oamaa:f' a b.olonca of ~to wit.h Rwoaia baa been ao 
r.,..,r~ tha~ ~baa~ a lara- part or Rwooia'o 
~ £Old oortpot, IJl 1940 l!oom.a obipped loao t.hlo $31 
.U.U011 ot .,ld cl1nc~ to tba u.s., Wb1la bar p.Nduatioo 
wao ot t.he order or t200 .U.Uoc, the, mown data aa world 
cold boJ.c!J.np 1a not oon.oiataot wit.h t.he aa ... ptl.on t.hot 
Rwoaia baa eold ~ oonaiderabla part ot bar .,........,t cold 
.,.tp,t to !P:1 ot.her 00\IDtr," ac 1lboH cold holdiDee ww - in­
tol'IIAt.iODlit' 8Dil-1D rlft o f bar DMd of iuduatrial .t.porto-
U 1a DOt Ukal7 that Roaoia 1a ecCMm>latina q ooaaidoonoblo 

£Old 8tool<. 

Dr. Rl>d<>lt &l.ake (cliNctor o! tba torailll 
trade ..n!d~iao of t.he a.ioblblllk) oaid, 1D ., lddrala clal1-
ftracl at t.he 'MI"•'ns ot Doo.ber 19/IJ, t.hat Cle""""J'• trade 
witb Ruaia bad tiXPI""ed nrr aatiataatoril:r .u>ce tbtt out­
break or wr. Bn he laid particW.ar atrNa • OenolaJ'• ,_ 
porto ~ Roa~lar~, no doabt, ba- tba realit,- ot 
8llOb s.porto bad baeD qaeatiaaed 1D fora14P> countriao, Be 
said that Clersan t..porta tr<a soY1at R110aia had """ raaohed 
t.he ~peak of 19)0 a. tba7 totaled 436 .U.U011 .....u, 
-parecl witll a ~ ot 47 e1111oo II&Jb 1a 1938 ..... Gaxlula;J'11 
s.porto rr- 11ua1a _.. 4)6 _.,,.., II&Jb, bar uporto to 

Roaaia _.. 62S • ""• .arb. Bllt that. - O'fW 10 7a&H .,.., 

n J( ~---~- ot ~·- D1'riii011, coacun 1D t.bii rlfto 
., ll:rolo o ~---• ,.._ 
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• ,.. ..... - .... .u. ............ , .,, • 
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7

811 , ........ 

- • ------- 7 ••• ~ ....... ,..u. .... ,.. :. --... 

"' r --- ,__,. '"• maw\11' 
•WM ot .....,. .n -.1;r - ,_ ... 1 

7 

.. at al.o -aataU~a ._ ..,. 7 a ' 
111 

"• ._ ...-., loor" a a t1, _. ._ 
I It Uo Ill\ ... aiap .. aft I'U¢Iln -11M*- II& 
..U.U. ~ la * rwap nt.ft ot a £INft aasa•a •== 1 

,.,.,. - .. 8 ~ .... -a ...... t-=s. ·-·­
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TREAsuRY DIEPARTMKNT 

INTO ~ C Q I II INCA 'nON 

Secret..,. llorc-U.. 

I , B. lla41., 

GQJiriPM'ft IOQ !tpr 

!U fr•&fti'T refu841ac otter wao U.. prholpel iatl-• oa tho 

umt t~. .lt the opealac ttrlcbto• 110•ed 'liP aut t/aa.a. la uu nt.b 

uti•tao ot t.be worth ot \be •• ~ '7wt 7MZ lloU. z-uate17, llowner, 

aolllac 4ne1ope4 la llle "rlpto• 117 \bo oe wbo lla4 -.ote4 t11a !naa'az7 to 

otter a 10111 "'ll4 u4 o- '111171ac ot 1011C "'w I!PPMJ'ed, .u tlllo "rllb\1 

ltlllaC Calae4 -- \be illtlu....,e WU Corrled \broach tlla whole Mrloot, 

which turae4 ,_ allarpl7. ~Bicbt• oelllDc ocat111Qe4 beeY7 t.broacbout \be 

4a7 troa ell parte of the COilll\J'7, aalal7 '117 co•orclel 'llulto, 

About \be lalWo ot t.bo ,. ao• ..naco llaat 'llaJiac ot "rlchh' 

4twolcped, wlt.b tho - "'"' qoote4 at a~t 101. ftlo looJiac ftO aot 

' """"' to c....,.ter-llal•c• t.ba oelllac u4 prlc .. ••-' oft otoe411J' -u1 

alloa t 3 1:!0. !'lla paeral -t piaed 2 to 3/321l4o h lato tra4lac. ._.... 

Cellalllo attar 1M7 wwrw ott '7 to 14/aa.a., Yl til tho 1MII lo- ott 10 

t o 14/ 32a4a, ,_,.t.bo\lc praoavo oa \be aotoo occvn4 0114 u.. .. prl..,. 

..,.,14 ott 4 to a/:sa.a.. 

!'llo uw ~ "'114 IIOYM troa a hi ell ot 101.18 to a low ot 100. 3) at :S1!0 

&114 cloaed at 100.21 at 4100 o'clock. !1\e 3/.,_ ao too woro qaote4 aal.aall7 

untu a1oo o'clock at a"'"" 100.11 wb• t11a1 ••ed otoedil7 111Pft1'4, c1oolac 

at 100. ~ at 4100 o 'cloct. 
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'l'REASUJtt !)Ep AAT".a:n 
Yaehlr.tit on 

FOR RELEASB, MORiliNG :.'EVSPAPER3 
Tueed4l, FebruRry 25, 1941. 
2/247 

Pzseee 8enloe 
No, 23-65 

Booretary of the Tr easury Morgenthou today announced the 

v 

• Karch 15 f1nono1ng, r~strioted to exchange offerings to provide t or 

the refunding of tho 3-3/g percent Treasury Bonds ot 1941- 43, called 

for redemption on March 15, 1941, and the 1-1/2 percent Treasury 

Notes of Borles A-1941, maturing on tho same day. The offering 

includes two exchon~ issues, 7- 9 year 2 p~rcont Treasury Bonds ot 

19~-50, and 2-yoar 3/4 percent Treasury Notes of Series D-1943, 

called bonds and the maturl~ notes bolng exchangeable , at the 

op tion of owner s , for ~ithor t ho new bonds or tho new notes . 

Er.changoe wlll bo mado. par for pnr ao or l~a1·ob 15 , 1941, and the 

amount or tho new bonds and or the ne•( notes to be issued will bo 

llmi ted to the amount of o_alled bonds nnd maturing notes tendered 

And accepted 1n exchange theref or . Cash subsori ptiono trill not be 

received. 

The Treaaury Bonds of 194a-50, nov otrcr.~d only 1n exchAnge ror 

t~~ bonds Pnd notes due March 15 , 1941, ~111 b~ dated V~rch 15, 

1941 , and will hear interest from that dnte at the rate 

per annum, nayable semisnnua11y, The hondo will mpture 

or 2 percent , 
Maroh 15, 

1950, but may be redeemed, at the option or tho United Statoe, on 

And &rtor Maroh 15, 194!1, They will bo 1souod in two forms: bearer 

bonds with interest coupons attach~d, and bonds registered both as 

to principal and interest . Both f ormo will be issued in the denom-

1neti cna of 150, $100 $500, -~. ooo. a5 , 000, ~10, 000 and $100, 000. 
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The Treaaur7 lotf'a ot S. r1u D-194:5, also ottcNd 1n cxcblulge 

tor tho bQnda and n~tva duo on x~rob 15, 1941, vi11 b~ dat~d 

M~roh 15, 1941 , And vi11 bc~r inter~at trom thAt dato ~t tbo rntc ot 

}/II pcroont r-er nnnu.m, pnynb1e aum1annually. The noteo will l!lllture 

March 15, 1943 , nnd vi1l not be aubJuot to onl1 for rvd~motion butoro 

that dato. They v111 be issued only in bo~:\ror form >rith coupons 

at tached tn th•, donominetions ot $1001 $51)01 J1, 0VO, $5, 0,Xl, 

~10,000 and ~loo,oc~. 

Puraunnt to the orov1sions ot tho Puolio Debt Ar.t or 1~41, 

1nt~r,;st upon tho nov sccuri ties now ctfor vd ahnl1 not h.Hc Brl:f 

cxJmpt1on, aa ouch, und~r Fed~ral T~x Aote nov or horeatter cn~oted, 

Othorviso, tho aoourit1ee vi11 be s.;ool•dod the SM\l uxem0t1ons from 

taxation ns aro nocordod ot~wr 1~rucl of Treasury bonds nov outat~n~ 

1ng. Those provisions arc spuo1f1onlly aut forth 1n tho off1oinl 

circulars rtlloaaod todfly , 

Bubaoript1ons v1ll btl received nt tho Fodornl Reserve Bl\llka 

and Br~nohea , and ot the Trcesury 0\l~nrtm.nt , and ehould be aoooD­

panie:i b7 a l1ltu taco amcunt ot )-J/8 p<~rcont Tr~r.sury Benda ot· 

1941-43, oaJ.1ed tor rodocpt1on on ~jarch 15, 1941 , or ot l-1/2 por­

cent Truaeury Notes or Series #.•1.91.1, dull tor po.ym.:nt en March 15, 

19111. It coupon bends are tundor~d tor uxcl~n~c, coupons duo 

llaroh 15, 1941 o'lou1d bo. dotach•lu tor con.,otlon 1n r .:gular course, 

and all subcoquont ooupone should bo aHronud to th ' oor:ds when 

eurrondorijd, If r<Jllilltvrud bonds aro tcndor,d for c.<olt~~nge, thay 

must bo aaa1~nod to tho Soorotery ot tho Tr,rsury r~r cxcbnngo 
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48 pro•ided in the orr~r1nv circular, and final 1ntor•·at due 

March 15 on such bonde will ba paid in acoordenoo with the ~ae1gn­

"tnta, following acceptance or tho bondc, 

The r1Rht la reserved to ~lose the booT.~ aa to any or all aub­

scrlpt1onn nt any t1mo without not1oo, and eubJuct to tha raserva­

t1ons sot forth in the offbring oiroulPr, oll eubs~r1pt1ons v1ll bo 

r.llotttd ln full , 

Thoro nre now outstanding ~544,8701050 ot 3-J/8 percer.t rr~Aaury 

Bonde or 1941-~J, called tor r odcmptlon on ~arch 15, and ~676,707,600 

of l - l/2 p roont Treasury Notes ot Sorlea A-1941, due harch 15, 

The present orr~r1ngs ot Treesury hondo And Treasury notes afford 

the holder s or tho called bonds nnd th~ maturing not~a an 

opportunity to exchange tham tor cthor 1ntvreat-hv~r1ng obl1gatlona 

or the Unlt~d States. Any called bonds nnd maturing notes not so 

exchanged a t t his time will be paid 1n cosh tollo~<lng their presen­

tation on nnd aft er !~arch 15, 1941, 

Tho toxta or the ott1c1al o1rculnre t ollcw: 
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Ulllf&D ftA!II w Mlllla& 

• 2 Pmcarr ~ qDa or 19116- 5(' 

rated ttnd beari ng 1ntereot froa llaroh 151 1941 Due 1fuoeb 15, 19~ 

REDEDW!LE AT '1'111 OPTICII OF THE UMITED B!ATtB J.T PAR J.IID ACCRUED 
INTEREST ON t.ND ArTER IWlOH 15, 19~ 

I~terest payable K&rch 15 and Beptecber 15 

19~1 
Derartur.t C 1rcular llo. ~119 

'1'RUStiRY I'EP ARTMEm, 
Office or the Secretary, 

Waehington, February 25, 19~1 . 
nso~ervice 

Bur eau o! the Public Debt 

I , OFFEIUN~ OF BONDS 

1, The Secretary ot the Treasury, pursuant to the authority or 

the Second Liberty Bond Act, approved September 2~, 1917, as amended, 

1n71t ea aubscriptions, at par, trom the peopl e or the United Statee 

for 2 percent bonds of the United States, d esignated Treasury Benda 

19~-5C, in payment of which only Treasury Bonds or 19~1-~), called 

tor redemption or\ March 15, 19~1, or Treasury Notes or Series A-19411 

~atur1ng March 15, 1941, may be tender~d. Tho ~ount of the offering 

circular w111 be l imited to t he amount of Treasury .Bonda 

ot 1941-43 and of Treasury llotea o! Series A-1941 tendered and 

a~oepted , 

II, DESCRIPTION OF BONDS 

1, The bonds will be dated March 15, 1941, and will bear in­

;ereet !rom that date at the rete of 2 percent p!r annum, payable 

le>a1ttnnue1ly on September 15, 1941, ru:d thereafter on March 15 and 

September 15 in each year until the prino1~al amount beoomea payable , 

7b97 will mature March 15 , 195C, but may be redeemed a t the opt1on 

or the United States on and attar March 15, 191+8, 1n whole or in 

1 at par and aoorued interest, on any interest day or days, en 

no t1oe of redempt1on g1ven 1n such KAnner ae the 
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Sccret&IT of tbe 'freaeu- shall "re•ortbe, I • • .. n oue of part tel re4e.-
t1on the bond• to be redeeaed w111 be detel'll1ned b7 1 uoh •tbod u .., 

be prescribed by tho Secretary of the !reaeury, From the date of re­

demption designated in any such notice, intoreet on the bond& called 

for r edemption eball cease. 

2. Tho income derived from the bonds shall be subject to all 

Federal taxes , now or hereafter i mposed. Tho bonds shall be subject 

to estate, inheri t ance, gift or oth~r oxoiso taxes, whether Federal or 

Stau, but shall be exempt from all taxation now or horea.fter l11poeod 

on the principal or interest thereof by any State, or any of t he 

posaeaaione of the United States, or by any local taxir~ authority. 

3· Thl bonds wUl be acceptable to eeouro depos1tl of public 

but will not bear the circulation privilege and will not be 

entitl~d t o a ny privilege of conv~ra1on , 

4. Boaror bonds with intorea~ coupons attached, and bonds regis-

tered ee t o principal and inte r est, will be issued ln denominations of 
$50, ; 100 , $500, $1,000, i5,000, $10 , 000 and }100,000. Frov1e1on will 
be made tor the intorchange of bonds of difter~nt denom'1nat1ons and of 
coupon and registered bonds, and for the transf er of registered bonds, 

under rules and re~ationa prescribed by t he Secretary ot the 
treasury . 

5· The bonds will be subject to 
Treneury Depart ment, now or boreatt or 

the general r egulat ions of the 
proeorlbod, govurning United 

Statue bonds . 
III. SUBSCRIPTION AND ALLOTMZNT 

1. Bubeoriptione will be received at tho Fodernl Reserve Banke 
and Branohoa and at the Treasury Dqport~ent, Woeh1ngton. Banking 
1nat1tut1ona generally may submit eubaor1pt1one tor account ot custom­
ere, but onl)' the Federal Reserve Banke and tho Troaeury Depart11ent 
are authorized to act ae official ag~noioe . 
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2, Tho Secretar:r or the rrea•'Ul'f J'41Urne the right to r eJeot 

any subsorirU on, in wbcle or 1n part, an4 t o olo.e the bpaka a• t o 

any or all subaoript1ons at a~ time ~·1thout noUce; an4 ~ aotlon 

he may take in these reepects ehall be t1eal, SubJect to these 

reservAtions , nll subscriptions will be n1lct ted in ru11. .ll.l.otment 

not1cea will be cent ~promptly upon Allotment, 

IV, PAYMENT 

l , raymcnt at par tor bonds Allotted cereundtr cu&t be ~de 

or complet~d on or b~fore ¥.arch 15, 1941, or on later allotment, and 

may be made only in Treasury Bondo or 1941-43, cl\lled ror redea~pt1on 

on March 15, 1941 , or ln Treasury Not6s ot SerleG A-1941, met~ing 

March 15, 1941, which w111 be accepted at rar, and should accompany 

ths ouboor1pt1on , Payment of final lntereat due March 15, 1941, or. 

securities exchanged hereu.nder will be fltfec ted, ln the case or 

coupon bonds or notes, by payment of March 15 , 1941 coupons , wh1~h 

should be detached by holders before presentation or the seourltles 

tor exchange, and 1n the case or reg1atered bonds, by checks drawn 

ln accordance vltb tho aeaigr~ente on the bonds surrendered, 

V, SURRE!IDER Of' CALLE:C BONDS 

1 , Coupon bonds , - Treasury Bonde or 1941-~3 ln coupon rorm 

tendered 1n payment ror bonds orrered hereunder should be presented 
t 

and surrendered with the subscr1pt1on to a Federal Reserve Bank or 

Branch or to the Treasurer or t he Un1ted Rtntes , Washington, D, 0 , 

Coupons dated September 15, 1941, and all coupons bearing subsequent 

dates, should be attached to such bonds when ourrer.dered, and 1! 

an;r suoh coupons are m1ss1ng, the eubeor1pt1on must be accompan led by 

'la3b P&Yllent equal to the race 8lliOunt.C1f t he m18s1ng coupons, · The 
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bonds w•t be 4e1lYeN4 at the ..... 114. u4 .ftlllt ot •• bola.r-1 

Fac111t1ea tor traa~rtat1on ot ~n4a b:r re811tere4 eall lftlure4 

aay be arranged between l noorpor.,te4 ballkl lftd truat ca.panlee 11114 

the Federal Jleaerve Banke, and bolder• JU¥ take advantage ot eUQb 

arrangemeata When available, utill~ing euch incorporated bank• ana 
trust ocmpaniea u their agenta, 

2. Reglatered bonds, - Treaaur:r Bonde ot 1941-4} 1n regl•tered 

form tendered ln paJaent tor bonde ottered hereunder should be 

assigned by the registered p_,eee or assignee• thereof, 1n accordance 

v1th the general regulations ot the Treasury Department governing 

asaignmente tor transfer or exchange, in one ot the forma hereatter 

set forth, and thereafter should be presented and surrendered wlth 

the subscription to a Federal Reserve Bank or Branch or to the 

Treasury Department, D1vial on or Loans and Currency, Washington, 

D. c. The bonda must be del ivered at the expense and risk ot the 

holder. It the new bonds are desired registered 1n the same naae 

aa the bonds surrendered, Ule uaignaent ehould be to "The Secretarr 

or the Trea•urr tor exchange tor Treasury Bonde ot 19~SC1 ; U' the 

new bonds are desired registered in another name, the aesignaent 

should be to "The Secretary or the Treasury tor exchange tor 

Treasury Benda or 1914&.50 in the name or _____ •; U' new bondl 

in coupon term are desired, the assignment ahould be to "The 

3ecretary or the Treaeu.ry tor exchange tor Treaaur:r Bonde or 19~50 
I 1n coupon torm to be delivered to~ ___ __, ____ • 
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1. As rla.oal aJiilt.·;;, \be uaui4 It•••• Jetei'ill 11u~ 

author1zea" ~e•~e4 to r;oe1Ye euMonpUone, ~ ..te 

allotment s on the bae1e and up. to the .aounte lndloa'ed b7 the 

Secretary or the Treaaurr to the Federal Reeerve Banke ot the 

respective diatr1ota, to 1asue allotment not1ceo, to receive pa,.ent 

ror bonde allotted, to make delivery or bonda on rull-pa14 sub­

scr1pt1ona Allotted, and they 2ay isaue 1~ter1m rocs1pts pending 

or tho der1 .. t1ve bonds. 

2. The Secretary or the Treasury may at any time, or from 

time t o time, prescribe supplement al or amendatory rules and regu­

gov~rnlng the ot'tering, which will be communicated promptly 

the Federal neaerve Banko. 

HEN!lt !I.ORGEtiTHAU, JR. I 
Goorotary ot the Troaaury. 
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J/'4..., Rtar.,.. or ilms 1).19113 

,olti aed bearlac I.A, ...... rna .... 15, 19'1 ~ JIUocll 15, 1gla} 

Ia\81'aU -Ill• llyQ 15 ail4 llep\•'ber 15 
l • 

repartaen t 
1941 
Clrc\114" Jo, .65t' 

' 

!'local Senlce • , 
!"areau of tho PubUc ~bt "'• . .. 

• 
. 

• ... 
• 

... 
• 

• • 

• 
. 
• 

I 

• 

!I'IIJASUIY DIPI.Ii'l)(m, 
Offloe or tbe Secretary , 

llaoh1ncton, 7obruar.v 25, 

I.• h]'J'l!ln'G 01 IIOTIS 

1941. 

1. fh~ Secretary o! the 'rrea.11UT7, puro\1&11t to tho authorlt7 of the Seccn~ 

L!bert.Y Bond Ar. t , •rP•A'"''t Sept•bar 21!, 1917, a a U1tn~oi, InTi tu aubacr!ptlono, 

troa tho poqple of tho United Stote• t or }/4 poroont noteo of tho United .. 
doti«N>tri ~~ .... Ury Not<!& or Serlo• 1)...1943, in fii,YIIeDt of vhich N>l.Y 

lh'<eaoury Bondo of 1941-4), C<>llod for redocptlon on ICI>roh 15, .1941, cr Troaour.v 

l otoo of Sor 1eo J.>.194l, maturing March 15, 1941, ~ bo tondored. 'l'ho amount of 

the offorlng u.oder thlc circular vlll be l!ml tci t o tho uount of 'rroaoury Bonde 

•t 1941-43 ani or freeoury llotoa of Serle• A.-1941 tendertl<l and. acceptod. 

II. DESC5.Jl'fiOJI 0"1 110!1$ 

1. Tho aotao v111 be dated !larch 15, 1941, acd vlll boar lntoreot fro• that 

data at the rata of 3/4 percct per .,.,.., p&.Yab1o ••lann.,.ll7 on Sept•ber 15, 

191>1, acd 'borfl&ftar on March 15 aDtl. Septeaber 15 In each .vaar W>tll tha priMlp&l. 

'l'h"7 v111 Mtnre March 15, 1943, a.ad vlll not be aubJact 

to call tor rtl<loaopUon prior to ~~aturlt;y, 

2, ~he inoo•e derlYed troa the notoo ohall be oubJoot to all federal t&1oo, 

c.cv or beru.fter 111POaed. ':t.e notes aball 'be aubJeot. t.o oetate, inheritance, 

or otbor ucla• taxeo, wether 7odoral or State, 'but ohall 'be oxeoopt troa 

tuation nov or hereafter ~spoood 011 tho prlnclpal or I.Atereot theraof 1>7 &ll7 
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or AD¥ of \he po ... odou of &be Ual'-4 fto&oo, or '-r all¥ looal tu1llc 

J. The notoo will 'bo acoop&o4 at 'PIJ' durtnc IIlah u • ....,_ Willer .. cb ruleo 

.. d rof:lll&tiono ao ohall bo preocri'bod or approYod 'b7 the Soorotaey of tho !'INUiley 

lo poyw:ont of income a.ncl prottto tueo PB1&blo at tho atur1t7 of tho DOtoo, 

~. The notoo will be acceptable to oocure dopootto ot public mon07o,but will 

~ot boar tbo c1 rculaUon t>r1Ttlego. 

5· :Soaror t>otoo vitb 1t>tereat coupona attached wtll 'be houo4 tn det>Oal.oa­

tlono ot •100, $500, $1,000, $5,000, $10,000 ar.d $100,000. !he 110too vill ""' 'be 

houed In roctote~d. tors. 

6. 'fbe 110too will bo oubJect to tbe general rogulotlono of the Zroaouty De­

fortment, llOW or be reaftor preocribed, gonrntn& United Statu noteo. 

III. SUBSCRlPTION AliD :.LLONE!l'l 

1. Subocr1pt1ono will be recet wd at tho J'ed.ornl Reoorn Bonito and :Brancheo 

and at tho Trenouey Department , Vuh1n&ton, Banlt1n& 1notitut1ono generall,y 11107 

oubatt oubocr1ptlono tor accOWlt of cuotolOOro, but onl.)r tho J'edoral Beoorw Benko 

the 'l',....ouey Dopart•nt ore authorized to act ao oftlolal n&•nctoo. 

2. !ho SocretOty of tho 'freaoUJY rooerwo tho rlsJ>t to roJoct &D7 oubocriP" 

tlon, 1D v!lolo or 1o pan, a.ncl to clooe tbe 'boob ao te &D7 or all oubacription.o 

&D7 t1a without notice; anoi &D7 action he ~ talco in tbooo roopech ohall be 

SubJect to tbeoo reoorwt1ono, all oubocr1pt1ono vill be allotted ill toll, 

nottcoo will be oent out proi!Ptl.Y upon allotiiODt. 

IT. PJ.TND'l' 

1. P~oDt at por for noteo allotted. horoWIUI' mot 'be •do or COIIPleted on 

before M~-rcll 15, 1941, or on later allot•nt, and 18.7 be .,de onl,y ill 11'8&11ley 

ot 191>1-113, called for rodeiiPUon oo llarcb 15, 19111, or ill !'reoourr Ioteo o! 

.1.-191'1 , •turiq ll&reh 15, 194"1, >Obieh vill bo IICCoptod a\ par, aD4 abolll4 
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acoCilF.Y the a•ll>acr1pt1on, ~11le:tt o: final 1ntor..t due !!arch 15, 1941, on 

sec .riti~s eX<:h'll'l&ed hereunder Tlill be ef.:"eeted, 1n the case ot cou'len bmc15 or 

note~, b•t riiY"unt or llerch 15, 1941 coupons, which should be detached lr; bolclers 

~'~oro PN"On~ntion of tho securities f or exel:aneo, nnd in the case o! registered 

ooods1 by checks drn.m in accordMcc 'With tho a sai(li\!Mnts on the bonds surrendered, 

V. SURll'J; liiR 0!•" Cnl.WD 00:11:6 

1 . Coupon boncl5 . - Treasury ilonds of 1~41-1.) in coupon rom tendered 1n pay­

=: ! or ~otea or:cred l:ereuneer should be preoented and aurrendered nth the sub-

s~ri?t1CI'I to n Fedet'al Res rvc ~"'lk or 3rt.nch or t.o the 7rcuurcr o: t.!te thited 

st~t s, :,&o" ir..'tcn, D. (' . Coupr.s dstod Septe::.bc:r 151 19411 and aU eou;>ons 'bear-

1!:& sub.c~ucnt d.•tes, should be attac:..ed to sue!! l>ond3 r.!lcn surr.mdcred1 cnc! 1! lll'l:' 

such coupons t.r• missing, th<l subscription must be accompanied by cash ~.,..,nt 

~~·--·~ t o tho fACe llr.\ount or the missi:>g coupons , Tho bones 10ust be delivered at 

the oxponoo nnd risk of tho holder . Facilities for tr'lnoportation ot bonds by 

rcgint crod n1111l insured r..ey be arransed bobocn incorporated b3nks ano t rust eom­

p:;nios and the Fed"ral JteSc't"'le !lcn!ts , ar.d holders mt.y take advantace of such ar­

rnl0e::;!ll\ts ?'hen ava: lable, utili:llnr; such 1ncorpornted bonks ·and trust eaopanies 

2 . Rcgt~terecl bends . - !re=.u; SOlids o.: 1941-4J in repstered !on:1 tendered 

in pay:ocr,t !or notes oi':orec! !lereun<!er sb->uld bo a3•1gned by the registered ~eea 

or a~oi!Jil -~• thereof t" "The secreta,y of the Tl"eaouty for exehllnge for Treasury 

::~te3 o! Serioo 1>-1?43 to be <!elivcred ~o -----------" • 1n accordance 

wtth the conorlll roeuletions of obe TrOU'.ll"Y ].lepurtnont sovornin;:; a ssicnmento for 

trcno:er 0~ oxeron~o, Md therc:4ter should bo pre•~.nted and surrenderee with the 

subscri!>t1on t o o. l"erlcro.l Res ·rve Bank or !lr:>nch or to tho TreLGU r'/ Deplrtcent, 

lllvlaion 
0

; Loa.~• and currency, •:as·c.n :W"• D. c . Tl".e ba>ds ~:~ust "" delivered at 

~'e expense and rl:k of'the holder. 
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nthorlted ~nd roquute<l. to recoi'Vo ou'baorlptlcu, h un allotMDh til tbo 

toell &nd un to the Allcunh indicated b7 tbo Soorua..,. ot tbo •:reaou..,. t o t bo 

rederol ,oooroo ~anko ot tho roepectl•e dlotrloto, to looue allotaent DCtlcoo, 

to recel•e ~ont for notes a1lottei, to make dollYory rr. not•o on fall-pold 

auhorlotlcno allotted, ani they 100y loo\lo inhrl• r.colrto oen.ii~~~; delhory 

t( the 4oHnHho notoo. 

proocrlte OIU>Pl•ontAl or u:endatory l"'>.loo ~nd re,;ulotlono 4\0Ternln« tbe offer­

In«, • bleb •111 't>o coii:IIIUlllcatod prcmptl.y to the Telloral '!eoene 'Wilco. 

~...l.WJY l/O'!O~'":"RJ.t' t J'll. I 

Secret~try or the ":'t~OI\tUt')' . 
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Pl.-._.._ la.s.l• aJilue to 

•U .. -'1111 r' a• ... u. L 8w1ap a... • 
....... - ..... - ......... tart •• , rt:SaJ .... ,_. 

• 

• 
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TREASURY DEPARTMENT 

• _..IIINIC»> 

Pebruary 24, 1941. 

t.mlORANDml POR THB SECRETARY: 

The number or telegraph ottices in the 

united states is as follows: 

Western Union 

Postal . .. . 

• 

19,489 

2,861 
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-- , .. ...•.. .,. ...... 

• 
Dear Cocbruu 

You~ re-.ber r1D&1D& • up •a. 
tilie aco tor 1Dto:rat1oa about tbe C•n•cU&D war 
ettort, tor UH 1D the Boaae. It occurred to 
• tba~ tlaia kind ot th1Dc IIS.abt crop up 1D tbe 
s-te too1 _ uad w aaU4 Dr. Clutt 1t there nre 
aa.rtldll& Wll1ch be ~ U.U u. to ct•e :rou tor 
u.e ill tbat c .. e. Be baa -t u. a apeech b;r 
tbe 108Uter or FiDance wtllch cCDtaiDa a lot or 
uaer.l atattJ I enclose copl•• tD the bop•• that 
tU7 ~lie uaetul. to ;roa. 

roure dncarel;r, 

~r 

BY 'WI' 

• • 

Regraded Unclassified
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-----
... IJ.IY! ..... 

!!!at llr. lpeatu 4o- *" U.. obaU. 

le AUI I ria to 8P.U 1;o "'-1 
U.. aborteat ~ 1A ftiOh 1 b • -.otloa. Perbapa 
ot tba r .. ol'lltlOD before the cu r1Dc tba nb~eot -uu 
lut10D aa it Qpeara 1A tbe •~o•-•. ~!~ tpo rH4 tbe r .. o-- ..... roc~•·• 

a.aoln4, tbat 1t 1& expe41ut to 1Dtro4uc 
Ma..re to prort4e, 1Dter alia • a • 

1. 'l'bat ._. DOt exc...u.a& 11 )OO ooo ooo be 
IJ'Ultecl 1:o IIJ.a -~ .. q. '-aNa 4eh~ anT tiiQMJIH& 
or •1r1n1 811fT a4nncea or 1- tbet .aT be 1aworre4 
or IJ'U'-4 by or 'IDIII.er U.. &lltllorit,' ot tbe conr-.or 
1A c-u 4111'1A& tba )'Mr edina llarcb )1, 1942, tor-

(a) tba ••cur!!!~. 4atuce, peace, order &114 .. 1-
tare ot C J 

(b) tllll coll4uct ot naTal, 11111taz7 &114 a1r 
operations 1D or be)'oll4 Cana4aJ 

(c) pro.OtlJI& tba coatiDDance ot trade, 1Ddutry 
aDd buinaaa co~cat1ona, wbatbar by 
..ana ot 1Daurance or 1Dde.Ut)' &&a1Dat war 
rblt or 1A 811fT other -.r whataoanr; &114 

(4) tbe carr)'1.D& oat ot 811fT Mawr• 4HM4 
ucea&ar)' or a4T1a&ble 'liT tba conrDOr 1D 
c-u 1A conaequace ot tbe aiat.M• ot 
a state ot war. 

2. 'l'bat tba COTOl'DOJ' 1D COIIDOU be o...-rea to 
raiae ~ wq ot loan 'IDIII.er tbe prortaiona ot tbe 
Couol14at.4 ••-• aDd J.D41t J.o~1 19311 such - or 
- ot ~, DOt exc...u.a& 1D uoe wbou tbe - ot 
tl1J0(»1~,ooo aa -.q be raquira4 tor tllll lJVPO•• ot 
torr~ nola .zpanaea or •k1n& such a4'fUUIO& or 
1-, tbe pr1Ac1pal aDd 1Dtereat ot 811fT ncb loan 1:o 
be a cll&r&• 1IPOJl aDd pqable oat ot tllll couoUda'-4 
re.-e tud. 

), 'l'bat tbe &Ofti'IIOI' 1D COIIDOll be ..,...rea to 
n w:r-•"'t a4_. or loaa -.• tllat _,.be :reee1Ta4 
11r wq or ret'IDIIl or repqMBt ot a4-••• ~or 
eJIP'D41 tare 'IDIII.er tbl war appropria U• aota flit 19)9 
(21111 •••don)' 1940 aDd 19~-

u ~ reeol11tt. paaa 1t rill be tollOIMil bT a 
~. u. War .lppnpriatia .lOt ot 1941• nia\tllll 
will 11e auataathll7 1a tbe •- ton u tbe War 
~tt. .lot peaH4 lut -r. !Jill ••-tial 
taatuea ot U. bUl are• 

J. TOte ot ore41 t. 
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(2) A INJl1: ot borrCI'Ii:al 
~'-'it &h .. 1:be ''":=r~!O::hupw':ll 

rraw hD4a to pq tor _, ot 1:be 
peadUvea cOYerecl liT the 'fOta ot cre4J.~: 

(3) 11: coatera power to .u ._ 
able ad.a~~eaa to ·- all•i_;"'IIPOr&J7 recOYar-

- - COYe!'DMIIt. 

360 

is inc 'f~ba o:!!.~~ 0~~~~08 1a a ProTiaion autholl­
axpendihitura or raJ)a7Mnts ot 84~-!::!P:~oanatund~:t 
Ulldar t a or &Ill' prartoua war app '-ti exaJQle when a d0111D1 ho,_ rcpr.... on act. Por 
1 t 011 w ....,-owned corporation b'IQ'& 

• Ill aq, rubber or a111t, 1:be purchase price ia ' 
cbar&ed aca1Aat tbe war appropriation. tater the 
co•ar~m&nt corporation aalla tba rubber or aUk to tl.ru 
-.tdcb baYa war contracts, and the aoverUMnt 1a rai.ao­
buraad fo11 ita oriaU1a.l axpellditura . !be purpose or the 
... DdMat - perbapa I aboul.d call it the new feature ot 
thia bUl - 1a to allow the ..ount ra111bursed to be re­
upanded witbollt wldnc an a4d1t1onal appropriation. 

'fba ..... principle 1s in•ol•ed in connection with 
ta~QQrU')' adYancea or loans which are reall7 in tbe 
natura of raYolrtnc tllll4a. !be adoption ot tbe new 
principle wUl noid dupli.cation or pJl'aaidinC ot u­
panditurea or loans. 

Perhaps I should tol.low the precedent which was aet 
in the introduction ot war appropriation bills in the 
last war, and giYe the bouse so .. 1Ddication ot the ex­
penditure• that were ade under the last War 
Appropriation Act. It ai&ht be .ore appropriate it I 
did that at the ti .. ot the introduction ot a aupple­
MDt&rJ war appropr iation act , which will be neceu&rJ 
betora tbe an4 ot tha present tiacal J ear, but it is a 
little dUticult tor the bollaa to ain intelligent con­
aidaration to the war appropriatiou bill which we are 
introducinc now unless tba bouse lmowa aoMtb1nl ot tb6 
diaposition that ns •d• ot tbe .On.Q'S prodded b7 tbe 
last Jar Appropriation Act. 

~iturea under last J••r' s act: 

Under tba Jar Appropriation Act ot 1940, which was 
ananted to on 11111 29, t7oo,ooo,ooo were prortded tor 
war axpandituraa. In the bu.dset broucht down b7 the 
present Jl1nister ot Jational Detence, (llr. Ralston) t 
than Jl1nister ot Finance, in June ot 1940, he atateo. 
that the &llt)UIIt required tor the tull fiscal 7ear would 
be larcar than thia total b7 perh&P• $150,000,000 to 

t aoo,ooo,ooo. 
On tba second d&7 ot Auaust laat I apolte in thia 

bolla• and 1D41catad that tba total co..tt-ta than OQt­
atend1n& tor tbe present fiscal 7ear ware approxiat&.lJ 
1940,000, 000. I th1J>It the leader ot tba oppoaitian 
(llr . ~~anaon) will re-ber that occaaion, because t or 
aoM ctqa be waa pressinl tba conrn.ent to state wbat 
tbe co..tt•nts ware tor the present tiacal Jear, and 
1940 000 000 waa the beat estiaata we could ulte then, 
attaf cr~ditinl the 110n81 that we expected to be repaid 
to us b7 the United f>inldo• gonrn.ent. 
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ta68,616,oeo 
,., ,990,000 

41,ua,ooo 
86,294,000 

4,155,000 

61,951,000 
11.'40.000 

1531,104,000 

~ ~tal. doeo DOt t.ake tlall accOIIDt at obllp.­
tl- lioow-rid onro ... tor Wbicb accOIIDta ban uot ;ret 
'IIHD J'elldore& ~ tbe U'D.lte4 D.Jacdoa aonra.nt. •• 
llaft .... oortain ad.-oo OD accOIIDt {"''na tbt worJr.­
S..C CRrt at t1aal. accCIIIIltiD& arrea- a, 1Jic11141q per 
oeplta 1ooao ratoo tor Tarioa8 aapp11oa aa4 aerTlcoo. 

Wor tbe tlall tlooal -roar 1t 11 - utf.atod tut 
01111' total. war upoDdlturoa w1l.l approzlata 18'75 ooo,ooo. 
!laat lo tlla oloooot, tbe -t aocnarata oatlata {btt -
'llo _.. -· It •an• a rap14 n:pm«ttvo 4w-1q tbt 
ro ,.,., -tU at tbe t1acal -roarJ tbt upoDdituro 
'lloS..C _.. - lo at a rapl4 rata. ltart1q at rola­
Un~ 1• 1on1a 1a tbe oar~ opriq ua4 - ~ 
apprala~ $25,0001 000 a -tll 1a tbe t1rot qurlor 
at- t11a rlMal -,oar - _. war ~taro• 1Doreuod 
rapllll', -tiD& 1a Doeelllhr to 184,000,000 IIDil 1a 
~~to tn,ooo,ooo. ftlo u ot a rata at onr e 
)dllJoe doll••• a Je&r. 

la pl••' na tbt war pro,r- tor tbe caeina -roar 
n laft 11114 roaard to tbe tollR1111 foetor•• 

(a) no Jllllroioal oepao11;T ot Cau4a to procblco 
oqui,_t ua4 oappUoo tor c.roo1fto 8114 
BrltaiaJ 

(II) 

(o) 

Oar ooanl.tatl- wltll tlla Brltloh ao.,..,._t 
u to tllo r- oar ottort oboal.d t.au 1a 
order to .a tbe -t ottooUft oetrl'IIIIU.. 
to tbe Jo1at oauoJ IIDil 

Oar 'llollot tlaot tbe Ce=e" ee people 4odro 
tbet thlo c-tr-r do lto •t.oot, ua4 tlaot 
taaq are y111 ''II to .a t:11o oeor1t1coo ua4 
11oar tbt t~u«- Wbio!t noll • otton m-
.ol•••· 

• 
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!lie war '1• • ~L 
111A1atu 7 .. ~!..11!! wtd.cb wu c..at.UMCI b7 tile Pr1a ~ • 
canted 011 4~ = U. war act1Y1tha Wllicb w1lJ. be 
the atate..Dta ..._ ..,. ~ ~l~ 7::!ta u nt oat 1D 
'llata OD the a44nea _... e- tara 1D the 4.-

' ~tva 1A ' • w llmal.n • total eatlated t uo,ooo,ooo. ;:e•:. etta.!~ .thperupa u act~ •• 
are "17 cnat 4trhcaJ.tle H&l.lae, there ot war ezp...U.taz.ea I • 1A •lr1'11 preolae .. tlatea 
three taotora wblcb•.u! :*rtio~r, tbere are at l .. at 

ccura.. eatlatea t.poaalble. 
J'lrat, tbare 1a tba S.,oaalbUi+- ..# 

W&&tace Of equipMilt &Jl4 tbe •1 ,.. OalcuJ.a tlac 
will be u .. d aa tbla w1ll 4 -:"t ot ·.-l tloll tbat 
the wartare ~t denlopa. ape upoll tb~ Datura ot 

tanca t~i::o:: ~ctorlbaa to do 11'1 th the capital aui.a-
en s TeD to -.nutaotur1Jls plallta 

throucb the Dapart•nt ot lltmitlona and 8upp}7. Larce 
&111111 ot 11011e7 ban been a4T&Deed, and add1t10Dal aua 
w1ll be adnnced, to contractor& to P&7 tor a441ns to 
tbeir plants or ~ buU4 new Ollaa. Additional IIUU 
will be adT&Deed to proTide worklnc capital. In llllll7 
caaaa Canada &ll4 the United ltlncdoa ara uk' "I adYancaa 
on a Joint bash, but 1n SOM ot thes e casea tbe d1T1-
a1on betwaan the two countrlaa bas not bean aattled. 
In the M&DtiM the 11011e7 baa bean put uP 1.n order tbat 
there aba.ll be no delq; tbe t1T1aion w1lJ. be worked 
out later. 

A part ot tbeae adT&Deea 11117 be returned dur1Jls 
the courae ot the 7ear, but this cannot be 4etermined 
ncnr. Further110re, a portion of the &IIIOrtbation coat 
ot the capital expenditure& reaultlnc trom such adnncea 
IIJIII7 be included ln the coat ot the equipMnt which ia 
lncluded 1A the aatlatea ot the DepartMnt ot lational 
Detmca. It this 1a the cue tbere 11117 be ao.e dupli­
cation 1n tba .-nta incl uded 1n the eatlatea ot tbe 
Departamt ot lltm1t1ona and 8upp}7 and the Depart111111t 
ot latiOII&l Darancat At thia at-.• it ia dU1'1cult -
illpoaalbla, I shoald sq - to dataraina the extent ot 
auch dllpl1cat1on because the coata ott the equip.ant 
which ia to be produced are thauelTaa baaed on eat1-
aatea. the accuraq at theae aatlated coata 1lill 
depend to a considerable extant upon the quantity ot 
equipMilt which w1ll be produced. 

The tblr4 rector ulr1 'II ror uncertainty 1.n aati­
Mtin& 1a the quaatlon of the .-nt or war •tarlala 
&ll4 equipMDt wbloh can be pbTa1oall.7 produced and d.-
11Tare4 witbin the collins tiaoal 7aar. latlataa ban 
bean aada ot the probable delinrlu and I ••- tbat 
the Jllnlater ot Jflmltiona and 8upp}7 (llr. Howe) 11'111 
be dlac~alnc the wbola question of tba production 
procr.- at the proper tiM. It wUl auttica U I 
aq tbat thia procr- 1a dependent in certain t.po:r-­
tmt aapecta upon the dal1nf7 or MObine tool• and 
parte troa the 17n1ted Statea. It there aboald be d.­

·Z&Ta 1n auch dal1Terlaa the co~letlon ot tbe equlp..ot 
1A quatioll 1lill be held UP · 
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Ia ft.w fill .... -'-- • 
" ;Hha Ida -' '- .. u w7:ij*"t..! ... , 
-- ........ tll1ela lint 11-. ... - - tnd -1 •" au a. ld.U ..u. ,_ • • hi' .,, • 
lle':fOOO,aoG. It_,. ... u.' ........ ~~-- -' ='t--~ ~-·-­wUl •••••• t1&ve - • ..::.:.~ lt-.1 ,_ 
g.s.:. ~'t:.:P lie MIIRIIJ le • to ._ ::or" 

••~ at a later data • 

........ r, 1a .. tant•"ll tbl MD1ta4e ot 
-.., ftl' etfftt •• mat Jllllt onrlooi uotblr -= .. = Oeaa4a ba!.!~nM4. I l'eter to tile aal1atanee 

WI are 11·- to tbl lhdtecllt1D&4oa 1a ti.Jwac1 
tale war •te:rlala, .. '111PMIIt aD4 otUJ' nppUu wb1c':! 
are 'bi1JI& proctw:ect tor tbol 17111 teet 1t1D&4oa 1a C&Dada 
'Dill'1111& till t1rat elena -tlla ot tiM ...,. we aade • 
an11able to bll' 14-a1111CIII Caaa41aa do11ara '117 oar 
l'lp&U1at1oa PJ'Ocr- • tbolt 1a 'IIJ ba:J1Aa 1a or 
1JI& ott Cau41aa aecurluea 'lb1~1l were-lll14 1.a u..1187

-
Ua1tl4 ~4oa. Pol' tbl ncclecllD& au •atlla period 
eD41JI& .l'lllll&l'7 )1 ot tb1a Jl&l' we acreect to prOTide 
tl5<?1~,.ooo. We han ,_ tb1a, aD4 1Ddal4 '117 the IDd 
of Ul.l -til 1111 haft prortdect aa a4d1Uoaal tl37,000,000 
bJ -auon at aterllD& 'lb1cll, 1a part at llaat, 1a 
1a ut1o=:1on at rapatl'1at1oa to ba carried out 1a 
later at tba Je&l'. I cmnot now eattaete the 
total .-t wll1cll •• w1ll be able to do tor the aecollll 
tull JeU ot war or tor the tiacal Je&l' 1941-42, bat I 
ou aq tile t •• are tol,l .. 1JI& tha poUc7 ot coixll aa 
tar aa 1t ia practicallJ poaa1bla to CO· 

Wllile repatr1at1oa 1aftlvaa the repqMDt ot toraipl 
1a4ebtecllleaa, u4 t.11u w111 atrelll&tblll till aCODOIIOJ 1a the 
10111& l"CUU, it 1a oblriou that to-4aJ 1t illpoaaa a441t1011al 
atra1a 011 CID&da bJ 111craaa1JI& the ._t llu people .at 
aaYe 1a order to parellaae till aecraJ'1t1ea wb1cll are bi1JI& 
rat.ra.d to tll1a caanti'J. Por praot1cal pvpoaea, 1D 
oou1411'1111& tU bal'4en wbi.oll 1a to be plaoecl 11P01J1 tll1a 
-tl7 1t ia lat u acll a part ot our war attol't u 
tbl ape• u tvu 11bioll •• pJ'OPOae to -. OD oar -
aoo~. 

Ill'. IWIIIO. (Yortt-8aDJiu)') 1 WOGld the a1111atar all .. M 
to 1atarr'IIPt 1D 'reaped to tb1a rapet1'1at1ont WOGld bl 
bl coo4 -Ill to eluidata u to tba ellaraotar at tbl 
ae0111'1t1ea rapatriatecl aD4 wbatber the7 haTe bela 01' 

are to bl plaoe4 upo11 the aratt !hat la quite 111 s­
pertaat potat. 

~~r . ..-ow (YorWablu'T) a n., are b11a& -ellad, 

u..t 
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; -, .. u.,. ..._ Ulat ... W11l. .. Ole t.o n1de ,,. 

Eil .... Sa tlda ~ t.o .. at.eat. "' PI' 

tn.":s;.!,-:u~z,,=: :.....ln:~.nw-r.:·e:t·!!'· 1llaUia ....... , ~~ ...... 
- appaopr1ate, ... m a~ 

·-·-·"' .. 'lie f
1

-
1
el ..... flu.. ..... "' O:.,W: etten. If ... ld4 to wa tetal u.. -

..... m;!:w ': .. N1''":'-1!.:t t.uJ,ooo,ooo ..,. Plfta\lo 
o .... **»*'"=it.rea ot HF 

•!"?' _,000,000 .. let. a t.ot.al. fll Oft!' .2 'fOO.OOO 000 
111Ua IOYO:r •ta wUl ban t.o :rata0 fio.tolb; &•••"1all 
!;0t~ -::tr~ cOid.q f1aca1 roar. We 1et t"'HIII ~ 

•• .... _of 111111cu 1114 'bill1oua aD4 11'te:r 
a WhU.o ••• or u loao oar aouao ot the bra>ortance 
aD4 11p1t1.oazu:e or tb .. e auu, but •2,700 ooo ooo 1a 
&II illport.mt ._t ot -or tor aon.,._G ~ ralao 
f:r- t'bo Cnadhn people 1JI - 70ar. !bJ.a 11 oYer 
t1ttr per cut ot t'bo Daticmal il:lcoM, 11b1ch tor tbe 

•
00111.111 tbcal roar we oaU.te w111 bo abOilt 
5,300,000,000. 

ID tb1a calculation bon, -bora w111 baYO notH 
tbat I do not take iato account the a44iti0Dal IIDJl87a 
wb1ch wUl ban to be tied up 1JI wheat tlnaDcinl or 
tho poaa1'111Utr tbat Olb' direct war upendltaraa '_,. 
uceecl tho UIOUJlt we are now aald..JII tr- parll-t. 

I paue, Jlr. Speaker, to l et tba Maniq ot tb1a 
proar.- md theae IIIIOUilta allllt ia. Probab:Q' 1101111 ot 
ua ce realize the true allll1ficance ot pauln& oYOr 
to aon~ta on tho anraaa balt ot oar 1JI41rtdual 
lnooM J or, to put 1t another Wl7, d.votinl balt tba 
labour IJl4 produetin tacllitiaa ot tba· countJ'7 to 
war -" otber IOYe~ntal work. When it 1e re•llberecl 
tbat a laraa part ot our population ia DDW at such a 
lnal or llT1111 ataD4arda thot it om boar "''1'7 little 
ot the lJacraaaod bardaua wblch Canacllma aa a whole 
mat 'llear, the bardon on tile ra.1D1Jl& part of tho 
popalatiOII bocOMa rocopalaod aa all tho .ore atauer-
1111· Lot each of u 1JI tb1a boue aalt haaelt eat 
woald "bappon to bla OIIJl ataDitard of lirtll& 1t be were 
to P17 or lelld .ore tbu balt b1a 11141T14ul U.C0.. to 
tbe atata. We are aalt1'W tho boue tor thla approprla­
tlOII booauao .. recoplse tba taot that proba1117 tbla 
w111 lie the .,.t critical roar 1D tba blatorr ot 
cl'f'l.llaatioD. 

I uod 110t •17 tbat to carrr out tho war proar­
tor whloh we are aalt1n& the bouae to .U. prorlalon will 
tu Canada' a procluctin oapacitr to the U..S.t, w1ll 
neoeaaitate a conttmtna aDd .ore rapid ahitt tr• 
poaco-t1M to war-tiM production, aD4 11111 require ffJ' 
_.., ot u draatlc cbmaea 1D oar mde ot llrtll& aDd 
bablta ot 11to. .a.a tile Pr1M 111Dlater aald 1D hla 
hJida7 nl&ht 'broadcaat abollt two ....U aao, 1t w1ll 
•- .ore 111 the 'ft7 ot 'llllltod 4etend.JIIti0Jl, effort 
IJl4 aaor1t1co tball baa eftr before boon aaltod ot tho 
C•n•d'•• people•. 

~--~--------------------------~ 

• 
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,..... Jlr, ONIIna CONF.IDENTIAL.· 
bcl•MH& OMdU. v-ttoao of \lot r.,.tJ.aa llua ..,.. 110 tollenl 

1o11 to • nl81 -n. .u6,ooo 
Jlvellaoel fJ'M II -1.81 -fta 6. 6,000 

()pea -at oterU.C .... ..._., d ~.0}-1/1 for tile eattro eq, !lwre 
..... 110 "'--'*- -, u.. nponJ.aa 'llulao. 

Ia lw torit \lot olooJ.aa :ra .. o for 11M forot,a ~1oo U.W llolw _. 
u fol~l 

0=-ft- a.ou. 
Moo huo <-•1.81) 
lwllllllr:rou .. ,._.k ,._ 
.uwoatiao pooo (froo) 
lbulllu allrolo (troo) 
lla1- po .. 
O....po• 

Ia OU.. \lot v. 1 • ..,a1nlat of \lot ,._ .,.. H/'161. oft 1/Ja# ul for ' 
tkrllaa U - , •• 1/1, '9 1-1/1#· Ia .... r.c llotlo 0. LL Aollar ul · ' : 
akrllaa WH n ' pf ill - of VlllW Ito'" _,..., at 114-7/li#. llllll :5·91· 

!lion - • 1011 a -u- oooo.w•-•'-' -, u W.• 

!M h&eral losaoo .._of low Toft rGPNW U..t - -..at of OOMia wUl 
1111p \o 1\ oo ,...._, 87 pl4 ftl_. at tJl,OlO,OOO for .. _, of - &o7ol 
Jo\horlolll'o lotw '· .. lhpooi\100 of \hie coli 1o •h - .... Jlft_, 
u ... 

!U I.e.._ prt.ooo tor llotll qot IIIII f....- Oil"*' WH n•hnce' at 13-7/16& 
"""'33-3/11 ro.,..UftlT• !M IJaltol ltoMo OC'41ftleato of U.ooo prlooo- lla.~ 
"""' Ita. IIIII. 

• 

llu&T ..a .__, o ••u-• prt.oo for forot,a .~.,... .,.. aMtMce' at 
Y4-3/'41. !U lrla 1• pw 'r" ,no. for forot,a oil'"r woo oleo ••boar' at .,, • 

•• paoohaool )00, - of illl'"*' troll ...... of o.u&o .......... - "i"
1

-

l.101o\h:l7 ocr• t. :..u. ,._, w pa ""'a .. w of ,ao,ooo -· oo -,...& 

1r1u. u.. .....--~ Uldt of 1,a,ooo -
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The report ot :rebruarr 19 recel,..d froa the Jederol hee"e liiZIJc of IJev York g11'111& foreip e~ poe1Uou of bubo aDd bulcere a itt d htrici, r.,..aled u.at the total l"'el Uon of all ooUD.triee ""e obort \he ecp11'alent of .8,081,000, an inoreaoe ot t215,000 in the ebort poe1Uon, IJet ohall&ee wre ao follow• 
Short Poei Uon Short Pod Uon c~~ap a Co\llltrz Jebl'll&l'7 11 Jebruary 12 Short Pool Uon• 

l!n&J,ud·· • 2,000 (tone) * 185,000 + $187,000 !laropt 3.392,000 3.547, 000 + 155,000 Cenada 245,000 (tone> 13,,000 (tone) + 112,000 Lat a America 108,000 11 ,000 + 6,000 ....... 3. 4 70,000 3,1o6,ooo - 364,000 OU!er .tlia 1,239,000 1,276,000 + 37,000 Ul Other• 96,000 (ton&) 14,ooo <tooc> • &2,000 
$7 , 666 ,000 $8,081,000 • $215,000 

'Pluo ligD (+) indiC&iOO iD.CrO&OO a abort pooltiOIIo or dtcreaoe iD lone poa!tiODo Xlnuo oigo(- ) lndlca too decroaoo 1D abort position, or 1ncreaao in lone pooltlon. 
•-<:oC>bined po d tlon 1D rechtered and open IO&I'Itet oterllnc. 

Tho Federal IIAooe"e B&llt1 o r eport of Febru&r)' 19, 11ot1DC dopool to of bulco a . 118 with tho Now York ~encieo of Japeneoe bulto, ohowed that ouch depoo!te to taled 796,000, a doereaoo of $4,374,000 o1Dco JobJ'11&1'7 11. Moot of the c~w>co 1D depoe! te took place on tho boolto of tho Yoltoh.v.a Specie !ank' o New York o«enc:r. The l atter'• pr!nclp&l dollar 11abilitieo t o and dollar claimo on Japueae bonke in Aeia •l<lod aa f ollow 011 Fobru&r)' 19 : 

Lb .billtiu: Depoolte f or JepeD and llanehur!a ..... 

• 
Depoetta tor ChlDa •..•••••••.•••••• • • u. s. -Tteao. !ills, eo~. peper, etc. 

Lou e • ......••. ... .. .. ......... . ..... 
Other- mainl:r .Tap. import blllo • •••• 

Jobruarr 19 

$61,626,000 
36,412, 000 
24, 865,000 

$57.357,000 
16,258,000 

Clw:>o;e f ro• 
February 11 

- $3,688,000 
710 ,000 

- 2,598,000 

- $4,64o ,ooo 
+ 2,961 ,000 

no leot three eatogorioo refer caW;y to Jape~~ooo banko in JapeD and llanehuria. Tho $3,688,000 docrea oe in dopoeite In thooo banke pluo t he $770,000 decreaee 1D depooito tor Chine eeeountod tor the $4, 64o, OOO reduction ill the ,\Cone:r' • loan•· !he $2,595,000 deereaoo 1D UD!ted Stateo Treaaur;r b111o, co,...rcial paper, etc. vee more Ulan offse t b:r the $2,961,000 increo.oo 1n J"l)ftAe oe import b lllo, 

~~~ 
CONFIDEf\jTIAL 

• 
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( TREASURY DEPARTMENT 

I 

/ DAft h lfta7 25, 1~ 
TO ....,..bJT llorpaU... 

... • OHiu'aa 

STRICTLY CON FIDENTI AL 
Ottlolal oaloo of lrltl ah-owae4 4ollar ••~tloo uator the •••tlac orter 

ottooUn h'bl"'tlal'7 19, 191to1 

We. of lllaroo $ Proceo4o of WoalJ>al Tal• $ Prooeeu of 
loU ~MHo lo14 of loa4e loll loau loll 

Jt'bn&l7 17 
lS 
19 
20 
21 
22 

1,362 
211,~ 
32. 
,, 702 
I, 7116 

iOii, 7ib 
Jl 

~:~ 
951, 576 
6111,~ 11112, 
0 1 1 

2,§60.0if 
S&leo froa 

~l"""'r" 22, 19llo 
loW.r,o 15, 1941 5,300,0315=1/2 16l,l78,856 

'rOW. JlllllWIT 22 ,19lto 
'fO J'Dil1WlT 22, 1941 5,itoii,S2l-l/2 16II,JJS, 923 

lll5,6oo 
159.300 
116,000 
)91,000 
113,500 

' i,;,z,foo 

16,,5. 300 16,012.911 

11,157.700 111,075,139 

IIlio Poato repor\e4 oaleo of aoa-flohd. NovlUoo tor the will: ••Uac 
Jo'bnar7 15 \e \alM tlloO, 000. 
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lllftll OI'PIQ CC RRIIRC~'IION 

1'0 ..... ...,. .......... 

,..,,. IIJ'. Ooobru STRICTlY CONFID:rHU~l • 
Tb8 :hcl.enl. :&.Mrw ._ ot lrw·Yoztt :rwpene4 U1e toU ...... _. .... la Ule 

occoWll ot the O.atraJ. Oorpol'allaa ot ~ O..,.Uoo, hd8poet, alat&laM wl\11 

&bt OuanDt7 but a~ ot ._ toR. 

... • 

• 

PaUf! 

Watloul 01\7 liMit tor --• ot Jeaqae btl~ a. -....,., ...,..,.., 

• 
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~CWBTATK 

·-· IICW 

ro'llftarJ aa, 1141 

!be leoMtarr of I'•'• proooDh hh ooll])llaoDh w 
~ BoAOrab1o ~ S.orotarr of 'ho 'l'roanJ7 IUI4 onoloooo 

a oop:r of '•1osna 110. 10'7 ctah4 robruar:r u, 1~ w 
~ Aaor1oaa Oollnlah Geural, lbnlh•', roprdlJIC 

OhiDO 00 OIU"l''OIIJ • 

1Do1oouro: 

• 

Jo. 107 '• Sb•nsb•', 
robnar:r 11, 11U, 

• 

• 

• 

• 
.. 
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!ELEOIWt BEn 

.il!ERIO.llf OONSUL 

8HAIIGHU VIJ. IJ.R. 

Your tElEgram 33, January 9. 

370 

4 p. m • 

It aPPo:are that th• inquiry in your to:lEgra~~~ ae w~:ll 

ae prEvioua inquirhe of a similar naturE and tho: D•Part-
1 

mrnt' s r~:plio:e tho:ro:to (for example your 185, Karch 5, 1940, 

5 p.m. and th1< D~:partmcnt ' e 97 , Uarch 7, 1940) havE b•cn 

based upon aom~: mutual mieuodcretanding ae to tho: natur~: 

of the raha of conversion involved. It appears ueo:f\!1 

t herefore at this tilDE to clarify the data aomEwha11. 

The aJrc:au of tho: 1!1nt . etatu that 1 t hae not pr~>o 

claimed tbc val~ of tho: Chinuc monetary uoit 1n tErms of 

UD1tcd 8tato:s mono:y einc~: APril l , 1936. Tho: Buro:au of 

thE Kint also etatEe that it b aa nEver proclaimEd tho: United 

Statu Yal~ of the: Obincae cue tome gold unit. 

Th e DepartmEnt und~:retanda that for go:ncral 

e tatiatioal purpoe u the Finance Division and tho: Far 

Eaetnn SEction of the Division of REgional Information 

of 

( 
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of thl: Depart-at of a-roc '*• ~hi: ratu ginn in 

your ttllrgrapbio reports for the valuu utabliehl:d 

for theec unite. 

371 

Tbc rate of conversion of the Ohineec standard 

dollar into United Statee currency which was given to you 

in the Dcpartm~tnt'e no. 97, Karch 7, 1940, was th~r daily 

avcr86'E for thl: pr~roed1ng year of thl: noon buying rate in 

•ew Tort for oabh transfers on Shanghai. This is the 

rate Which the FEd£ral Rtscrvc Bank of •ew Tort daily 

ocrtifiu to thl: Secretary of the treasury for ouatome 

purpoece under the provisione of Section 532 (c) of the 

Tariff .lot of 1930. This figure is published regularly 

1n the Federal ~serve Bulletin. The 19CO avcrag£ for this 

rate is . 069998 (u P!lbliehl:d the figure ap~ar• &II . 06000); 

'fbc J'edEral ~eo:rve Board don not m&U any official 

valuation of the Oh1nue ouatome gold unii. It a1mply 

tokes the gold oontornt of that unit as indicated in t he 

Vopthlv REturn• of tbc: lorcigp fr'"! of China and conv~rta 

nt 835.00 an ounce. Th1e gina the figure previously 

reported to you ae .677265. The minor discrePancy bort-en 

thia figure and that reported in the »onthly REturns is 

said to be probably due to the more accurate conversion in 

the lattcr of the ID€tr1o .-aaure of the gold content of 

the unit. So long ae there i s no change 1n the gold oontCDt 

of the unit or in thl: · .American buying price for gold, 

there 
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then would ana to be no need fol' a umual npct1t1on 

ot th1a ttgun·. 

Plca.c o11'aular1u u wob ot the fol'cgoing aa you 

bcl1nc to be 'U.Bcful to the 1ntCI'UWd Unihd Btatca 

Oonnu.nt ottioca 1n Ob1na. 

893. 5151/807 

EA:LD8:ER8 DOA 

HULL 
(DA) 

.... RO 

. 
• 
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I anclo .. bereln tor JODr 

peraonel and secret lntor.atlon a cop7 ot 

tbe lataat report racabad tr .. London on 

tbe allltaey el tuatlon. 

Bell••• aa, 

Dear Kr,SecretaJ'J, 

. . 

VeJ'J slncerel7 7oura, 

Ttw lloaoRnllla 

Banr7 Korgantbao, Jr. 

Ualtad States Treasur7, 

Washington, D,C • 

• 

/~· 
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I. lttttm !b!atv of 1!£. 

II.J.D,, V.D. 
,.._,. 25, 1943. 
12o00 11. 

62.1:• 21m!!!• Lilht actin Q' qaiNot a1rt1el.dlo, lllip­
piJI& and porie, inclW!iDI L<mdOD, lllll.l and Rarwiell, 

.Britiah: Lilht attaolca on the InYUiOD """"· 
lnet in ~icul&r waa -· 

II. Greek 'l'he8ter ot Wg. 

Ol"'WWCC: Patl'Ol. and art1lle17 acttnt:r onl¥. 

~· Sli&ht4 incruMCI actint:r. 

III. l!!d1terrane&n and Urican t!l!atara ot 'lar. 

~· !iri~: The .Britiah to"'• in nortbarn 

• 

• 

!ritree baa ccmtillwld ita -t south in the directicm ot Cbenm. 

Abyasinia (Ethiopia!. The Britilh are coo­
tinuin& their advance tORrd 90Ddar. 

Italian Somallland: llarslerita and Jellb 
on the out bank ot tho Juba (oiuba) Ri'"'r haw been capturecl 'by 
the Britiob 'IIIIo report their advance in the '111\ole area eut ot the 
r1 .. r 11 <leruopin& aucce•stull:r and rapidl;r. 

1<!£1:!: llo cbans•. 

,\K: ~· Ge...O operatiON alq the LibJ&D cout 
and eQ&inllt lolediter....- sbiPJ>inl CODt.imod, 1lle Italian air toroe 
operota4 in the ron. area (Libya), 1lle ItaliaDa bcabad the Greek 
1alaDd ot~ • 

.Britiob: Coneiderable actint:r .,.,... Btbiopil. 
Tripoli,.. raided . 

1!2a• Tbil ailitary situati on report is isau-.1. 'by the WJ.itary Il>­
tallicence D1Yieicm, Osneral statt . In Yi., ot tho occuional 11>­
oluaiOD ot polit ical intomation and ot opiniOD i t is clus1t1ed u 
R!ttr1ctt4. RESTRIC'IJP 

• 
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