
IN'ID OI'P :n C~ PFPICAftOII 

Kra. notz 

),!r. )(orgenthau 

I want to write a !orad letter to the President 

in answer to hie where he puts me on hh !our- aan board. 

In mr letter to the President I want to, in a sense, 

resign u hie repruentatin with these TIU'ioue foreign 

miaaiona. I want to resign as of Karch let, reminding 

hi. that I gaTe him this ...orandua of Phillip Young's 

on the Russian situation, and it was agreeable to hla 

that this be taken up bJ the t-IIWl board. I want to trace 

whet I han done from the beginning when Jean )(onnet first 

oaae onr here, and I want to point out that fro• n01r on 

I aa willing to share the reaponeibil1~ with the other 

three Mabera because I feel that I cannot lilT longer tab 

the 1011 reaponaibili~ on handling theae TIU'iOUI foreiga 

pur chasing 11h1iona. (...u.. ....,,., f.., ..1.1./1-~lj 
f:- A "'-,;J ~ i:h J/l!fl -
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PRESP'l' I llr • fD1m 
llr. !OUJig 
lira. notz 

llll JR1 What I want to clo h I want to uao 
thh letter froa tho Pruiclont oa tho fOlll'-UD boarcl to 
notif;r hi.a iD a letter that tho ouh•oa•tho-bvrolhoa4 
era for foreign purchasing ha• onclocl! or that ora i1 
coai.ng to an end when he signa tho B 11, and I want to 
be relinecl of that rupon•ibilit)- iD orcler to take oa rq 
new ruponlibilit)- of tho folll'-MJL boarcl. low thil 11 
so .. thlila 11.ko what I haYO ill aind. I'll giYO )'OU rq general 
ideal tna then JOU OlD work it out. 

I don't want to 1liclo out ancl I clon•t want to 
be puahed out. I want to resign; I want to be able to tell 
thea• people I aa no longer re•pon1iblo. I had a terrific 
job; I want to tol'llinato it rq11lf. Do ;rou e11f I'll fi"' 
;rou an idea of how I thillk it lhoulcl be dono. Thh ian t 
a plan. I a eilllpb akotohing it and ;rou'll do tho work. 
You can atart out thil wqa 

I will be clolightocl to be a Maber of tho lcldeor;r 
Co..tttoo to aa1ist tho Pro1iclont ill aAlaiDiotorlD« the Loncl• 
Leu• bill. On tho signiDg of thil bill, the culi-on-tho­
barrelhead ora for foreign orclor• will coae to an end. 
Bogiuning with IOT .. bor or Doo .. ber 1988 (t), tho Pruidont 
aont Joan Jlounot to eoe • to a11h{ hla to purohuo planu 
for France iD thil countr;r. Froa that date on, I han arncl 
iD a peuonal oapaoit;r u ooorclillator and nurao for tha 
French, Chilla11, IDglilh, Dlltoh • iD all, 15 or 20 Tarioua 
foreign oountrie1 wio wllhocl toJlaoo their orclors hero. 
'l'ht fact that tho Pruiclont ask ao to clo thh I oonaidorocl 
both a priTileco, an honor and a labor of loTo and all 
the diffioultie1, iDcludllg an 1DTo1tigation of the Senate, 
I ha•• felt baTe boon dletlnotl;r worth while. 111 the 
heartache• that I haTe had haTe been oomponsatocl for b.r the 
fact that I han been able to be of aoM e.uhtance to 
those D.aoore.tio countries who ht.Te been fighting for the 
Deaocre.tio priDciplu and bJ encouraging thea ill their 
purohuui we wore able to put ov airplane ll&llufacturera on 
• product on bull and gain Taluble t1•. 
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During thia era, I waa flret abtr aaaiatea ~ 
idairal People• ana then b7 hla IUOOeiiOr, Captain Colllna, 
but when tbls work became ~oo big tor the Director o! Pro­
oureaent, I brought 1Ja Jlr. Ph111p TOIJIIC, ana creat.a a 
aull section under h1a to handle thb work. 'ftlh work 
hu gr01111 ao lt h not onl7 the ooataot of the 'farioua 20 
or 30 purchasing alniona, but alao auhtlng th .. 1Ja 
blank things. 

I han alreeb begaa to tUl'll onr a part of ., 
work to Bar17 Bopkina w 1Ja accordance with the Preaidant' 1 

letter of Februar,r 25th, f ha-,e offered hila the usi1tanoe 
of aDJ one that he needa 1n the Trea•ur,r to get readf to 
~dminiater the Lend•Lease Bill. 

You see what I want to tell hila h that I .. 
willing to take a, share of the reppaailbilit7 as a .. aber of 
this iaTiaor, Comaittee but I would-like to be co.pletelJ 
relieTed of ., old respon1ibilitlea as I feel that the two 
are not compatible. 

Then JOU cen go on and 117 that on Jlaroh bt 
I brought to his attention 1n the presence of the other 
me11bera of this id'flaor.r Comai ttee the probla11 of the 
Russian Purchasing Klaalon, and he stated that he felt tbia 
came within the purdew of thh c~ttee. With this 1n 
mind, I would like to turn onr all of the work that we 
have been doing to the committee to be administered b,r Mr. 
Bopkina, ana whate-,er he deoidea to do • well, I want hla to 
know that I .. 1n the process of turning these varioua thlnga 
oYer to aa.ebodf. 

I would ju•t like JOU MD to work on that ana han 
ao11ething tor .. atter ., preea conference. I 111an I would 
like to take ., reaponaibllitr which I will haYe on thia 
co.alttea

1 
but I want to oo.pletelY diYeet .,eelf of the 

thinga I han been doing through tbh ouh era. 

Mow Phillip aald, -rell, what about the people who 
pq casu• Well, I don't know but I don't want to DVM th ... 
Hopkins thinks one thing oan be done with one hand and the 
other with the left ·hana, but I don't know. You two fellow• 
thrash it out ana then 00118 baok. Phillip will ruin hl.uelt 
phfsioal1J. 
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T~& Well• the point I w.mtea to aake waa that 
the s... orsiDiation ahould do 'bothJ thq lhould not be 
sep~rated pb1SiGally. 

Iulm: The thl.Dg I noticed about the letter waa 
tut 7ou di-aii"tuntion QTthiD« about the people who atill 
had the oaah to p&J tor the gooae. 

lDl Jr: Well aa far u that gou, I would like 
to be relieved of that, too. I onlf want the eame reaponsi­
bllitJ under this four-aan board that &DJ other .. aber haa, 
and I want to get rid of thie old aole rsaponaibility. 

TOIIJ!gl Should be a fruh start. 

)Ira. Ilotsa I think it aerns ll&nJ purpoau. It 
is really ney llll&l't. 

lDl Jra I Just nnt to get llit to hia. I aean 
all the heartaches ana eneythl.Dg didn't llatter to 118; the 
job was worth while. I kept off his dooratep thie whole 
Senatorial inveatifation about the Frenohaan in the plane 
smashup1 but I don t want &DJthing to leave a bad tone, 
JOU sen 

Row this l:reoutive Order whioh waa written on 
Deoeaber 6, 1939: 

"I have Greated an intol'IIIAl co.Uttee to 
represent the ~. Government in ite oont~t• with the 
interested foreign governaenta in all aattera relatl.Dg to 
the purchaae of war aateriala in the United Statu, conshtl.Dg 
of the followl.Dg: 

•(a) The Director of Proourement, Treasuey 
DeparbMntJ (b) The Q.uarteruater General of the 
11'111; (c) the P1111Uter General of the la1J. 

•Thia oo.aittee will aerve as the exolusive 
liaison with reference to procureaent aattera between thia 
government and the interested foreign governaents. It will 
hold aesaiona at leaat once weeklJ, and at auoh aore frequent 
intervale aa aq be neoeuaey. it thue aeaaiona, it will 
raoeive an accredited reprasentatlve of the eabal17 of &DJ 
intereated foreign goveJ"DaeDt for the purpose of giving 
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ooaaldaratloa to ~ requl,...nta of auob goYarn.ent for 
pllea, aqulpM&t, u4 uterlala, 1n relatiCIIl toz (a) 
abilit1 of the deaired artiolea; (b) priorities, and 
pricea. The eOIIIIIli ttee will aubad t a complete report i te 
proceedings, acts and recommendations, at leaat weeklf to 
the ·Preaiaent through Kr. KoReynolda. 

"The Secretary of State bas informed the British 
and French 1mbaeeadors of this arrangement • 

.. ill fOU please 1n!ora the P~ater General of 
his designation ae a member of tbia oo-.lttee.• 

Youngz That's that original order! 

HM Jr: It's a letter. You aee this is a fUDDf 
thing. I have nothing to show that I ahould be doing tbh. I 
have no official statue whateoeYer. This letter just created 
thie informal oom.ittea. 

Now this one of June 9 1940, just changes the 
Quartermaster General- that's ali. It just pute 1n General 
Burna. 

Iuhnz There has been no written request to you 
tq take thiitliiDg over froa the President"~ 

HM Jr: lfothlng. 

Iuhn: Re just epoke to you about itt 

HM Jrz The President's letter put it ~o'Qgh 
KoRe111olda. 

I lay great stress on this letter. It is terribl7 
important. I want to re'Yicw whet I have done. 

There's nothing 1n here (letter from the President 
de.ted 12/6/89) telling ae to do tbh. I have nothing. What 
I tried to do waa to get hia to aake it through me rather 
than KoReTDolda, but he didn't do it. 

Iuhnz Your letter doean't eeea to show that 
there will itrD. be eoae oountriea paying oaeh for their 
goods, like Canada and the Dutch and others, and then 
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there will be othll'l .-., • .., 

II II' I 1 'IIRlcl lib to ila'n -lia.Uii afte• ...... =:::;;;::,;:;:;: 
on tbh. 1 wilt to be ove to haft that. 

(Th•r•aftel' follaw.a an 1Dloraal aiaouaaioa.) 
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........ .. •.. 
IC)' ,..,. llr. leern&r7• 

1 baft ereate.l u Wemal .-ltwe to ....,.. •• t tba 
AariHA Ooft..-t ill ito -'aAite wi1rb .. UltereaW 
toreip ~-~"' 1A all •"-" relatiA& to tba ,....._ 
ot 'ftJ' •teri&la 1A tba VlliW a.tea, -ia'iA& ot tba 
toll..U.C• 

(&) n. llii'Ntor td ~. fre&.wzy 
De~J (b ) n. QlaarWn&ner 0..1'&1 ot U. 
.._,. ( o) n. r.putor O..ral or tba ~· 

,. rue .-ttteo will oor... &a tba aoluift 11&1- witll 
retoNDOO to p.......-t •tton bel •• t1a1a 0.....-t 11114 
tU iatleroote.l t oreip &Oft~• It will llo14 -ei-
o.t l e&et • • ~J, 11114 at ...u ....,. rra.,.•t 1atlerftla &a 
eJ be MOOOO&JYo .lt tlloM MOei .. , it will NMift U 
o.ooro41W repre-tetlft ot tba .....__, ot atq Ultei'NW 
t orelp &Oft~ tor tba JIIU'POM ot &lrt.& ... u.ro.~ to 
tU requi-te td euoh ,_,...lilt tor euppliae, ..,u,._t, 
11114 utori&le, 1A 1'0l&t1cm too (,.) &'l'dl&'ll&ll'lf td tba 4oe11'04 
&rtloloe, (b) pr1or1t1ee, u4 (o) priooa. n. ooaee1"- will 
eula111 & oc.ploto report ot 1te JII'DMe'hp, uta u4 ,._ 
Mll4&ti cme, &t la&.rt -.tlJ, to tba Preei._t ~ 
Jlr. llolqlllo14e. 

-· 

n. leorft&J7 td It&t. lou W ..... tllo Jritiela u4 rr-.ll 
......... ot w.. u a a '· 

Will 7"" p~ Wom U. r.putor 0..1'&1 ot ll1a 
4o.el.po.t1• &a & ..-r ot u.H .-tttoe. 

llMOrelJ, 

BOll, Cbarloe 14iecm, 

OOPJ 

• 
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GROUP 'MEETING 

Present: 

B.ll. Jr: 

Tha.paon: 

B.lri.Jr: 

Tho~ eon: 

B.M.Jr: 

Guton: 

)ir. filey 
lir. ThOIIp lOll 

lir. Gaaton 
lir. Sulli ftll 
)ir. Baa• 
IJI.l'. Stewart 
Jir, Grana 
Jir, Pehle 
llr. Young 
llr. Iuhn 
lir, Schll'&l'z 
Jir, 11lite 
Jir, Foley 
Jir, Cochran 
lira. notz 

Go ahead, )Ol"'l&&l. 

liaroh 3, 1941 
9:SO a.a. 

Jlr, Belnrillg hu rec~ndea the reappol.nt­
•nt of 'Iilli• B. Burke aa collector b 
Ianaaa. Be reaipea to ruu for Gonrnor 
of Ianau ana baa now coae back u collector. 

What ia thh I hear about 7ou getting a 
harllonica? 

A friena of lline in New York sent 11t one. 

I know. Don't we araw lota for it? 

I• there just one? 
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H.lf.JI't 

Thoapaon: 

Gaston: 

H.V.Jrt 

ThO!IpiOnl 

Grana: 

H.Y. Jr: 

H.V. Jr: 

Fole7: 

H.ll..lpl 

Pehle: 

H.M.Jrt 

Folt71 

DoD't w bn lotat Plll..,. u _,, lt,. 

O.I. I can't pla7 lt, eo I will let h1a 
Ule it. 

We had two that were cleared b7 the proper 
channels. One waa Burke and the other waa 
John Bright Rill. 

There ia onl7 one there. 

Tee, Rill ie 41oaing along IOM tiM ill June. 

I .. illtending to get ill touch with l(r. Lubill 
todar. I wonder if 70u would Ute to talk 
to h1a 7oureelf? 

I can•t. 

(Mr. Fole7 entered the conference.) 

There is a chair up here, Ed. How la the 
gasoline aupplf? 

O.K. I wae here. 

llerle Cochran tell• M ahortl7 after nine 
thll 110rning he got a call froa Ra7 Atherton 
ill which he Ufl Bull nnta ua to go ahead 
and freeze Balglua. 

Bulgaria. 

But I would like to do thh other thing 
all at one time . 

I would too, and we ha~e got a redraft of 
tbe order and Bernie worked featerd:r on 
1 t. We are readf now, and we can c 1 Shaa 
and Acheson and get togethlr with tha aa 
eoon aa the7 are nailable and set it clearea 
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H.M.Jr: 

Cochran: 

B.M.Jr: 

Fole7: 

H.loi.Jr: 

FoleJ: 

B.K. Jr: 

WlltJ: 

H.lll.Jr: 

thon, ..a I ~ •• ol& aet a!Met u 
t .. t- aotl• thet wa1 OD the larJter order 11hloh 
wo'llld lu1114o Bulaaria u w oo'llla b7 tnatiq 
Bul£&Pla eeparatelJ, and I would rather do lt 
tha'£ RJ lf lt 11 egroeable with JOU• 

It is not onlJ egreeable, that la what I 
would like. How oan we get J.therton and 
J.oheeon togetherf 

I asked Atherton if he lmn what the result 
ne of the aeetlng on Saturdq, and he aald 
he hadn't aeen J.oheaon. 

Do JOU think 1 t would be good it I called 
Dean? 

Yea. 

John WileJ, the point that I am taking, JOU 
aee - and see it JOU think I am wro, or 
right - we let word the7 want us to ree1e 
Bulgaria. e haYe an order now - this is 
triple confidential ln the rooa - for free1ing 
all of Europe with the exception of JugoslaYia, 
Greece, and Turke7, and Ruaaia. 

W Spain and Portugal. 

Tea. low, I 11011ld llke to do it all at once, 
JOU see. 

I heard about it lut enning froa a colleague 
ln the State Departaent. 

If we are going to 3o it tod~, don't JOU 
think we oUght to do it all at once and not 
in two bituY 

Tee. Of course, I think the alternate 
11&7 be unfortunate. 
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B.ll.JJ'I 

'ille71 

H.}(.Jr: 

Wiler: 

B.l.I.Jrt 

Wiler: 

B.lt.Jrt 

Wiler: 

H.V.Jr: 

talk lnlu. 

Fllll_, ll gol, to be froan 1114 the Sniot 
UaiOil will not e froaen ua there _, be 
a lot of queatiODI aake4 about that. 

Well, that h UJI!oJ'tunahl7 a alnor thing. 
Ju1t let'• leaYe it aalae for a alaute. 
Whether the OOWltPJ h J'lpt or Wl"OJIC, but 
if the one h golDC to fo through within 24 
hours - if lt h folnc o go through 1n 24 
hOW' I 1 woW. a 0 t 1 bo better to ao it in ODI 
bite lnete.a of two, that h all I want to 
know. 

(KI'•· Ilota enteJ'Ia the conteronoe.) 

I aon't think lt woula aake a great aeal 
Of alfferenoe • 

I think 1 t ehowa - I ehoula think the laea 
woula be that it ehowe aiapleaeure on the 
part of the Unltea State• tow&J'a GeJ'm1D7 
ua ItalJ, ana therefore we &J'e freezing 
the whole bunch at one tiM. 

'1111, of COW'II, to fr111e Bulf&J'la shows 
4i~leae1U'e. If lt la a que1t on of 24 hour1, 
I aon't aee that lt aakea a great aeal of 
aifferonoe. 'II han waltea 10 long. 

Well, aieploaauJ'I with GII'IWIT ana Ital.7. 
You aon•t think it aaku IDJ aiffuenoe' 

I aon't think ao. 

llal'r7, I want to oompll•nt rou ana rOW' group 
who p!'lparea thh Brl thh aeeet thing ana a 
fn alautu before we get through here, lf 
JOU will aelt the people who are •ntionea l a 
heJ'I, I woula lib to a11t thea ana thank 
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White: 

B.V:.Jr: 

11hlte: 

B.li.Jr: 

Foley: 

White : 

Foley: 

B.ll.Jr: 

Fole;r: 

B.ll.Jr: 

tu.. 11eoaue I Wllk lt ll • ouht•"!f. aoo~liabulol. You untlenocl tho YIU'!O 

teople. 1lha :rn aee tbl ... u. b about 
hrolJCh here, lt JOU will aena for tho11 

people. 

The;r woulcl be Ye'f7 pllaaecl. 

It ;rou want tlw lht of n-• that h here, 
the;r are Iaark ancl •• 

(Unreoorclecl telephone oonYereatlon with 
Dean Acheeon. ) 

lhm cllcl the;r tell JOU that Slllherlancl 
woulcl be all right w1 th the•f 

Juat now. 

Saturcla;r. 

Oh, clicl the;r? 

Well, we foroea lt clown their throat. John 
tolcl th• the Seoret&l"J' woulcln 't go alODg 
unleaa the;r lnoluclecl SWlt&erlancl. 

I tolcl that to JOU? 

That h l'lght. 

Well, ao.e clq •;rbe 10M ot the11 people 
1n the da1nlltraU.on will recognise that 
we are not clolag bueine•• with a lot of to;r 
•olcllera, ancl that thi• 11 a worlcl war anc1 
that ... aa;r .. are going to han to pull 
eTer;r atop ln New York on the •chine, 
eoono.ic ana otherwiae, to cleten4 ouraelTea. 

B&rolcl! I .. go!Dg to 11e ;rou at about tl 
quarter ot tour. You mow, tbU'I wu a -
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Grana: 

H.lt.Jrt 

GraYIII 

H.V.Jr: 

Grana: 

H.V.Jr: 

Sohwars: 

B.Jf.Jr: 

Sohftl'll 

H.V.Jrz 

1h1 tat 

H.V.Jrz 

tlllat ... to JOIII' leek tM otkv ~· 

, ... 
You IJI4 bJm Ioili Soh'WU'I, I -t J'01l to 
cOlla ln aa gin u ,_. - tn lllJIIIh• of 
fOlD' - eoae .tuff to uee at rq pre•• 
ooufereuoe. I woula llke to tall th .. 
eou th~• that •• are aoiD& on the 
Defena• S&rt111• Boua.. Rlghtf 

nat h richt. 

I •• gin • aou .tuff, I wut to ban 
aouthiD& fi'Oil DOW OD at IYII'J pl'lll OOufii'IJIOio 

Yea, all'. 

Tbeaa iDYeat.nt bankers Wlrl here ana thll 
whole group of •••iDe• biJika were lD bera. 

Ar• J'OU going to gin tha that thh attar­
noout 

111, I wut to fll4 th• a0111thiD& all the 
tlu. 

s-11. 

llal'r7' 
I ban not hlDg. 

Ill'. Stewart 11 here todq to aaalat M 011 
thh queatlou of the c:uh poaltlon of tbe 
iqllah, ana jut &I IOOil &I thla •etiug 
~]OUI'DI, I wOuld llkt JOU (lhlte) ua 
Coohru to_ get together w1 th hla &D11 gin 
hlJa enl'f\hillg that JOU OIJI bltWIIIl DOll 
Ul4 elneu, ua thlll if the thrll of J'OU 
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Cochran: 

H.ll. Jr: 

Sclrnn: 

H.V.Jr: 

Schwan: 

H.ll. Jr: 

Sohwarc: 

H.V.Jr: 

Schwars: 

H.U.Jr: 

White: 

wtll o .. la at eleftll, w wlll co lato 
a lm44l.e, plu rq letter which I WUlt to .eua. 
I han olearea that wlth Kr. Stnart1 aa 
I • wai tiDg to hear froa the state uepart• 
•nt and. then I wlll 1how it to Kr. White. 

Tu. 

Rere are a few 1toriu 'llhioh I han Jut 
giTaD to Stephen•. One i1 froa the teat 
Cout quotlD&: John Banu on theae tuea 
and Boa llag1ll --

I an 1 t. I would like to get the tull 
1tol')' on Jlla1ll. There nre two thl~~ga. 
The7 buncheCl thea together. 

One ia apparentl7 not out ret. It is the 
Karch iaaue of InTeatora llagaalne. 

Are JOU golllg to get that? 

I wlll get that, re•, tir. 

Right. .And then - there 11 noboq here 
repruentlllg Bell. Get • what O'lleill 
1aid on the Para Bureau, wlll rout ('l'hollpaon) 
I told Bell to 1ta7 ho• tor two dare . 

!hat 11 all. 

Find out froa Bell'• office end just giTe 
it to Stephens, what ie the correct amount 
aa of todaJ of the percentage ot turn-ina 
on the notea and the bond1. 

Kr. Bell ia not foing to be here. Do JOU 
want to wait ant 1 he ooan back to pursue 
the Chin••• negoti ation•? We were waiting 
on Kr. Bell. 
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B.Ji.Jr: 

\'/hi te: 

H.!!. Jr : 

White: 

H. :U. Jr: 

White: 

H.li! .Jr: 

\'/hi te: 

H.M. Jr: 

FoleJ: 

H. I.!.Jr: 

JlariT, t • 10 lu ••cw.a !rca China, and I 
have got Just ta t!lua aore than I can do in 
the next two 4&7•• 

Well, then, it is all right with JOU if we Just 
nit? 

Well rq God, it has been going !or two months . 
I don't know anything about it. It doesn't 
interest me. Bellis b&ndl~ it . I don't 

48 

know a thing about it. I jus{ couldn't- the 
thing todq that I aa interested in is English 
direct inveatmentiia English cash position, plus 
the Lend-Leaae Bi • I mean, I am just desperate 
on time, so anything else, I han just got ten 
times more than I can take oare of toda7 end 
for the next two days • 

.lll right. 

I don't know an7thing about China. I haven't 
heard, or anJthing about the Argentine. 

Well, we han been JD.&ldng progress end han had 
seTeral conferences, and we were niting !or 
){r. Bell to get an opportun1t7 to han the next 
one. 

Well, he will be be.ck WednesdaJ morning. 

Yes. 

• 

The Director o! the audget never gets in. I 
don't know what time that man enr gets to hie 
office, do JOU? 

No, I don ' t know. 

.lbout ll in the morning. 

Chick? 
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Schara: 

U.ll. Jr: 

Baae: 

B.L!.Jr: 

Baa a: 

B.ll. Jr: 

Baas: 

B.ll. Jr: 

Baa a: 

Young: 

Iuhn: 

Pehle: 

H.1!. Jr: 

Pehle: 

I .. tbroqJa. 

Oeorp'l 

Here are thoae reporta (handlng rtPOPta to the 
Seortt&I'J). It 11 the hig)leat weei: em thoae 
mgin•• I I th1Dk . 

I tola Inudaen and hia II&Df. ~elga, aJ17 tille 
they wanted to atop doing Ula - ud thq aald 
thq oan gin ae the 111"1'ioe on airplane• ua 
uglJlee. I - willlDg to quit. Ban 7oa hl&l'4 
troa lltiga'l 

I havtD't Ja.rd troa ufboq, Jlr. Secret&I'J. 

Well, I told tha. 

There 1a a IliAD niiHd J ... aon trca Forreatal 'a. ot­
tioe called thia morning and wanted to mow it 
he oould get ecae l.n!ol'IIAtion prior to the Mltt• 
up ot the report. I don' t lmow who he is, c1o 
fOU'l 

I woulan't tuae with thtae people U7 aore be­
oauae we are going to alip oat ot thia thing juat 
a1 IOOD a a IJmdalll taktl OYer, 

!bat 11 all. 

lo problas. 

lothing. 

lothing. 

Well, now, whlll ou 7ou go to toa on the big 
tr~taing order? 

Well, there are aaae deoiaiODa that han o be 
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H.Jl.Jr: 
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H.Y. Jr: 

Pehle: 
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Stewart: 
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•de; ana1 . •• Kr. rohr kD011e, there are ••aa­
lat1one 111U.Oh UTe to SO out and gaeral 
l1oeneee that hiYe to go out eial.taneoueq 
with the order in order to lllllke the thing rk. 

Who has to make the deohione? .All I hol alng up 
aDJth1ng'l 

Well, I think this Atternoon we will be reaq 
!or some things that JOU ought to !ocue on. 

Well, it ie up to Fole7 and rou to get in to eee 
ae. 

ill right. 

One o! the problaae, !or eumple, 1e how strong 
aeaeuree we are going to take in the case o! the 
Italian banks in Bew York' where JOU almost have 
to let thaa continue aa operating institutions 
unless JOU juat want to shut them. !lat down 
where the7 Eave local depoaitore in Bew York, 
whether we don't want to put aCIIlebodf in there, 
a bank e:raminer or ICIIlebO<Il, to regulate thaa. 

'fell, 11henner JOU are readf. Ia it agreeable 
to JOU to 1se"e &I Secretai'J, the? 

Yea, eir. 

lt the uaual Alal"(f 

Yea, air . 

'falter? 

Bothlng. 

You will go into a huadle with these !ellowa 
right a!ter the meeting, won't JOU? 

• 
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li. !.:. Jr : 

Gaston: 

H.:f.Jr: 
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Yes. 

Just so that you know, and I want this kept in 
the room, I wouldn't touoh anything other than 
the freezing thingi tho thing that I offered -
this export contro and all that - I don't know 
Just where you are, but I just want you to know 
1t, you see. The day is passed that I would have 
anything to do with it, you see . We will do 
the freezing and nothing else. If l!r. Hull, which 
he won't, would go on bended knee and ask me to 
take it on and run it, I wouldn' t do it today 
for a:nybo~ . So I just wanted you to know that 
I am completely washed up on any of it. The 
day is passed when I am touching it . If that 
in any way affects you (Wiley) or Herbert--

Well, it doesn't affect me. 

Dean Acheson was in on Saturday, and I talked 
to him about export control, suggesting that he 
look into those thin&&· lle shows quite a 
cooperative attitude and not suggesting that 
we wanted anything to do with it but indicating 
that it was their problem. 

Vfell, just so it is perfectly plain to this 
group, I don' t want anything to do with it, and 
I am preparing a letter to the President which 
I will show to some of you in which I am point­
ing out that the end of the cash on the barrel 
head era Vlill pass when he signs the Lend-Lease 
Bill, and I want to divest myself of all of the 
things, which I have done, under that era. 

The only thing we will have i s the policing end 
of the ports which we have had heretofore . I 
think that is wholly right. 

I will show you the letter. I am telling you I 
have done this fran November •sa to date, and 
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Gaston: 
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when the Lend- Lease Bill passes, I want to atop. 

(Unrecorded telephone oonTeraation with Kr. 
Harold Sm1 th.) 

You (Thomfaon) had better give somebody to Foley 
from Bell s office to go over there with him 
so he doesn't have to repeat it all to Bell . 
\1hat is that man's name? 

Heffelfinger. 

Yea. And then Bell would know. Because the 
situation is terrible. 

Now where were we? How far did we get? 

To me. 

You? Good. Thank you vecy much. 

Nothing. 

Thank you. 

Would you see - I gave the two copies I had of 
your Coast Guard letter, one to the President and 
one to Hopkins . Would you please m.ake sure that 
Krs . Klotz has one, because I only han two. 

Yea, I will get one. We have no word yet from 
the - we ha•o ~riority orders in the NayY yards. 
We have no word yet as to just what the changes 
will have to be on the cutters . 

Is everything all right? 

Yea. I don't suppose you want to read a seven 
page memorandum on poll tied and economic condi­
tions in Japan that came from our Assistant 
Treasury Attaohe. It is rather interesting. 

• 
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To show how tar baok I aa in 11:1 reacllng. I 
hann' t eTen read the laat three inuea of tu 
Saturaar EveniDc Polt. 

You are improving. (Laughter) 

I han reaa the New Republic, thou~. Do 7C11l 
know who is supposed to have done that Job :tor 
the New Republic on national de:tenee? lllchael 
Straight is supposed to have done the whole 
Job. You know who he ia? 

In the New Republic? 

That 1a right. 
• 

Huntington aaya that what you want to do can 
be done in ao :tar aa the direct innstments are 
conoernecf. 

Could Huntington ai t in with us at 11 as your 
representative? 

Sure . 

And he can keep you posted. 

Yea . 

That 1a fine . That 1a encouraging. And then 
on that Underwood-Hartford thiDg--

YC11l haven't 1D7 financial interest in it? 

Yea, I han. 

Oh, I dian • t know that . 

lfouldn •t O'Connell be aa good a man aa 1D7boq? 
I would like him, if he isn't too buay - he isn't 
ney busy? 
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Foley: 

B.l.I.Jr: 

B,ll,Jr: 

Foley: 

B.U. Jr: 

Foley: 

B.J.!.Jr: 

Foley: 

H.ll. Jr: 

Foley: 

H.K.Jr: 

Well, I .... toi1J u4 tcaoi'I'W M 1a ~with 
thai P hMPliiD a tM !DC, but 12lq will btt 
all OYil' OD w.aaaaa.,. 

Who oan you let u han thia mol'lllug'l 

I think he could do 1t thia aol'D!ng. 

I want him to call up Congreuun lopplaun aDd 
find out 1a the str1b atlll on aq he 1a 
hanclllnf it for .. , and I want to get the labor 
union a gned, BLRB aigned, and let hila call up 
the Underwood, Kr. •ggoner, the President, and 
tell ths to fin:l out their tb.lng ao he can get 
it all bound up today and han i { tcaorrow 1101'11-

ing, and a11111llilate l t and let •• know. I mean 
NLRB, Labor Department, the labor union, and tha 
Underwood bl>nriter, Let them eaoh know that 
it ia me. Wouldn't O' Connell be aa good ae anJ'l 

Sure . 

Ia there aamebodf wno can do it better? 

No, he oan do it. 

It uue gettillg on the phone for an hour. 

I! O'Connell 1a tied up, Bernard can do it. 

No. 

111 right, O'Connell. 

I would Uke that. 

I will tell him. 

O.K. Thank JOU all. 
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lll.roh s. 1941 
l01SO p.a . 

RE AID TO BRITAIN 

Present : 

H.M. Jr: 

Ste~rart: 

H.M. Jr : 

Mr. Cairns 
Wr . Stelf8.rt 
llr. White 
llr • Cochran 

Mr. Eccles was telling me all his troubles 
over who should be president of the bank of 
Chicago, and I find myself in complete 
sympathy with Eccles versus Jesse Jones. It 
is an amusing situation. What ther did is, 
they never told him a word. They called a 
meeting and Walter Cummings goes in with a 
block of five votes and tries to put Emil 
Schram through, and then, the story I get 
from him and other sources, is that the 
reason that Jones is doing this is because he 
wants to get rid of Emil Schram, so the Board 
has --

Well, we passed !rom the phase of getting printe 
bankers into the Reserve system to getting them 
out of the government into the Reserve system. 

He says he can' t let his system be dominated 
by Jesse Jones and Walter Cummings . I am in 
complete agreement with him. The Board said 
any one of five ther suggested would be agree­
able to them. There were Ave names and they 
never mentioned Schram. But there were five 
people and all o! th~m very good people. 
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Stewart: 

H.JJ. Jr: 
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I'Pofe11or Lel.ud of Chloaao h world.Dg on it 
with tUDi! Ire 11 a Board !Umbel'. Do JCU 
know hmf 

I don 1 t know hilll. 

You know who he ie. !Nt it h a flmD1 situa­
tion. I don 1 t know wh7 I - the tllthta I don 1 t 
oreate arself I aa al~s invited Into. This 
1a a nioe tight. 

It Marriner has reached the stage where he coMa 
and weeps on rour shoulder, that 1a an achien­
ment. 

What I thowdlt he was coming tor, we decided 
we would maie a teat ot it and we sent out 
tweln telegrama and letters Frida;y night to 
the twelve president• of the Federal ReserTe 
Banks asking them to ohook these Defense 
Savings Bonds, their interest rates, and we 
didn ' t go throufh the Board. I thought he wae 
oollling onr to al,k about that. Noi"JJI&llr, that 
would have been a cause tor a tight, but this ia 
so muoh more illlportant . We think we ought to be 
able to go to these heads of our fiscal agenoiea 
without ilJrars haTing to olear through the Board 
and let them know about it, but we don' t alw~Ta 
have to~. •please.• Now, it )'OU gentlecen 
will co- a little closer. 

This 1e what I know about thie situation, and 
then where I am not up to date or aa out ot date 
or hann1 t got it rigllt, JOU oan tellu. 

This situation as I eee the thing, ie one, Sir 
Frederick Phillips comes in to aee me last week 
and ears that as ot the first ot Karch the7 will 
have 69 million dollars oaah on hand and that 1a 
about the end ot their rope, and the7 don't know 
where to go from there on. I tell thea in no 
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Cochran: 

H.J.I.Jr: 

Cochran: 

H.U.Jr: 

Cochran: 

H. J.f.Jr: 

Cochran: 

H. J.t.Jr: 

uncertain tel'IU that tlle7 lla'ft Jut at to 
find the cash lDltll the tn4•1A ... BIU 
passes. Do you get 1t eo fu; are w to­
gether? 

Yea, sir. 

I mean it is just up to them. I also called 
Sir Frederick Phillips on the telephone Thurs­
d~ or Friday and let him know JITf complete dis­
pleasure when I e.m called on b1 a representative 
of the S.E.C. that they haven't sold a single 
direct investment and won't even see the people . 
I said, •It is an impossible situation that I 
e.m in, aside from TOur own, and here you s~ 
TOU are going to be out of cash , but you don't 
sell TOur direct investmente • and there is the 
other proposal, a letter delivered b1 Halifax 
then followed up by a letter from Peacock, and 
JITf answer to it, which I take it you have all 
seen. 

Yes. Harry has initialed it and Stewart has 
seen it. 

Well, I don't care so much - I mean, I would 
like you (Cairns) to see it, but that isn•.t wh1 
you are invited into the thing. Now, in the 
course of the conversation - e.m I right so far? 

The onl1 thing that might be a little wrong, 
they have seen a number of visitors up in New 
York. They hadn't seen the specific ones that 
Schenker of the S.E.C. mentioned. They have been 
seeing visitors. 

But they still haven't sold any? 

No, sir, they have not . 

Is the picture about the ~ I painted i t, 
Harey? 
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White : 

H.J.!.Jr: 

Cochran: 

H.!I.Jr: 

Ste11art: 

H. l.I. Jr : 

- 4 -

Yea, that ia right. 

Uow, I had all I could do to keep myself from 
sending for Lord l~lifax yesterday and telling 
him what I thought of the British Government, 
but fortunately I wa8 80 busy I didn' t do it, . 
but I am just boiling over , Here I clear up 
the 30 milli on dollars worth of ordnance for 

59 

them each week and take ~ reputation in my hands 
b; doing it, and they don t milke a God damn 
move on this thing; and I am still not convinced 
that the; really want to sell their securities 
and I will show you why from this list which is 
pr epared b; White . Then in the course of this 
conversation with Phillips, I brought up cer­
tain things. They didn' t know how much Canada 
would or would not repatriate in the way of 
securities and how much gold they had to keep 
for that purpose , and therefore I said, "Well, 
at my request, my suggestion, invite Ur. Clark 
down here and let ' s put our cards on the table 
so we know where we are at, " and t hat is why 
Clark is coming down. Check? My memor; st ill 
all right? 

All right. 

Jq memor; all right still? So Clark is coming 
in at 3 :00 to have a talk. You (Stewart) know 
him? 

Yes. 

And tell us what the; will do because - well, a8 
to what the Canadians will or won ' t do . It de­
pends upon how much gold Canada has t o hold bac~ 
against - I mean England has to hold back gol d 1n 
Canada to pay for these r epatriations of securi­
ties . 

Now, on the Belgian thing, I told them, ~ 
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Cochran: 

H.II.Jr: 

Cairns : 

H. I.!.Jr: 

Cairns: 

H. II.Jr: 

• 

don't you pick up ,_, of that Belgian?• 
Well, a lot of palaver and somebod7 in Bel­
giUIII, the Finance Kinlatar - who ..... s the 111&11 

ther mentioned? 

Gutt is the one thq !Dintioned. He is in 
London. We had dealings with him befor e. A:rrr­
-.y, he is dealing with the Br itish, but he 
wants to consult Tunis, who is in New York. 

Well, &11 of this stu!f - nobodY does aD.Ythinlt 
on this thing. '!'her Just sit there and expect 
I should do the woreying for them and th.e think-­
ing. Now, reatarda7 - I lilian, I han alW&Ta 
taxen the attitude, neTer mind how mnch the 
English are annoring me , it is m:r job to tey t o 
keep this thing going, and I got this idea 7es­
terdar which I gave to Foler and asked him to 
give to somebodY, and he said Huntington could 
pass on a possible method of raising money for 
the English against their securities, and I 
would like to hear that report first . 

The method that you proposed, as I got it from 
Ed, was entirely satisfactoey. 

What was the method that I proposed? 

That an American corporation will take title 
to American securities or proper ty owned by the 
British goverlUIIent or British natlanals. it the 
time the t1 tle is taken, part of the purchase 
pr ice will be paid. The remainder of the purchase 
pr ice will be paid at some subsequent t ime , such 
a a when the securities are disposed of, or some 
other time , dependent upon the contract arrange­
menta . Now that plan does not violate either 
Sect ion 7 of the Neutrality Act or the Johnson 
Act. 

What I said is this, for instance . If an invest- • 
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H.ltJr: 

Cairns: 

Whi te: 
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H.Y. Jr: 

Cairns: 

H. l!.Jr: 

Cochran: 

White: 

Cairns: 

H.U. Jr: 
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ment trust group, which is or~zed, would 
say, •Now here le a hundred million dollar• 
worth of assets . We han examined them and 
their book value·is a hundred million dollare . • 
Would you be willing to advance 50 per cent 
after you have looked at the thing, and then 
as you begin to dispose of them, the difference 
between the sales price and what you advance, 
pay these people off. Is that right? 

That is right. 

That is all right, is it? 

That is all right. 
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I thought you were referring only t o securities . 

This memorandum speaks only of securities, but 
the principle is equally applicable to the real 
estate holdings in New York. 

That was ~ idea, and I can' t understand why 
somebody didn't think of it and whY it isn't 
all right . Now, that isn't what they wanted 
J.P. MOrgan to do , is it? Did you sit in on 
that? 

Uo. 

Vfuo sat in on that before you? 

Foley had been sitting in on them himself . 

As he reported it, it was quite different . I t 
was a l oan against collateral. 

You mean the two corporations, the -­

No, as I understand --
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Cairns: 

H.l.l. Jr: 
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Cairns: 

H. hl. Jr: 

White: 
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Viscose could - -

Yes. Well, I prepared a memorandum on that . 

What about that? 

That was legal too, but that i sn' t this plan. 

Vfuat i s the matter with this plan? 

Nothing. 

62 

If I understand it, they will take over all these 
securities and extend 50 per cent of the book 
value of them and the market value of the securi­
ties, is that the proposal? 

I don ' t know about the percentages . 

I would just say 50 per cent of the sales val ue, 
what they think they can sell the business for . 
Let ' s say they say a business --

Let's say t he British say a billion. 

The British - well, take this list of from one to 
10 million dollar s, you see . Well, here, gentle­
men, a.re a bunch of businesses. Now, you pick 
over these , you seei and you find that these are 
worth a hundred mil ion dollars. You satisfy 
yourself they are worth a hundred million dollars. 

Well, the Br itish government sells you these 
proper t ies and you advance 50 million dollars. 
Then you proceed to sell these at a price agreeable -
I mean, something has t o be "orked out , but the 
point I am gett ing at, if you could get a bank -
a group of investment trusts or a bunch of banks 
or anybody that this would make available that 
this thing hangs on for another couple of weeks 
another 50 to 100 million dollars. It gives 
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th• another breathing apell. 'l'bat 1a what 
I &Ill teylng t o get tor th•. AI to the pri oe 
and how they would do it, they might adn.DOe 
75 per cent t o them - I said 50. They mimt 
say 75, but here is a war ot raising l egal lf • 
a bunch of money for these people , 

That l eaves a lot of evaluation and examinat ion, 
of course, for a later time . Whether they 
would be willing to advance a big amount or 
a big per cent on that basis, I don't know. 

Well, the main thing, ~rle, it is the idea that 
this is legal, this would move fast , these 
people could say - well, I don' t know as to 
how the pr operty - they might get some ex-
judge of the Supreme Court of !lew York whom 
they could hire to sit and have hearings and 
decide on the value of the British and the 
company and the bUler placing the thing before 
them - Judge Crane, fo r instance --

Yes, or it could be a cost plus basis. 

I mean Judge Crane, who is a retired judge of 
the Supreme Court of New York, a verr fine 
gentleman. I mean, a man like that could sit -
wouldn •t that be perfectly - highly ethical, 
and they would appear before him and introduce 
their testimony, and he would be the man to de­
cide . 

He is an excellent man. 

Isn't he one of the beat? 

One of the best . 

Do you know him? 

No. 

Well, he is a Republican from Brook~ and a veey 
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Stewart: 

H.I!.Jr : 

Stewart: 

White: 

• _,_ 
high- olaa1 ~ntleun. Wouldn't that be a 
procedure? I aa shooting froa the hip. 

Yea, that is perfectl7 legal or there are 
corporations whose business It is to appraise 
property, and they could agree to hire such a 
corporation to do it . 

But al.l of that testimony could be introduced 
before Judge Crane who, after hearing the testi­
mony, could say, "Well, after ll.staning to all 
you gentlemen, this is a fair price, and I set 
such and such a price. • 

I know these appraisal corporations, and they 
are not worth a damn. Ri~t? Walter? 

It is at I - what I understand is that you are 
proposing a corporation which would make an in­
stallment payment arinst a collection of com­
panies, the value o no one of them having ye.t 
been determined, but an amount within the limits 
of the total, to be recovered through the final 
sale of these when evaluated and sold to the 
public. 

That is right. 

It sounds all right to me except that I imagine 
that each one of those companies has a nry 
particularly unique situation, and the diffi­
culty in time is that each one of them has a 
particular situation. You are dealing not with 
a listed company or wi th a security. You are 
dealing with each one as a unique thinK with a 
special set of accounts and history ana owner­
ship and so on. 

For three or four hundred million dollars worth, 
you would be dealing with securities, so that 
would g1 T8 them --
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H.M.Jr: 
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Cairns: 
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White: 

D14 7011 b.teJUl fO pat the -

You could give thea calh at noe top tDat ~· 

I wae thinldng - 1111114 rou, w1 th all thue thinga, 
thla hae been ldnd ot a euboo11.1cioue tblnlr1ng, 
I have been gl'Oping and asked eTe17bod7 elle to 
lllllte a euggestion. lfo one hae •de one, and the 
Englilh hann•t. This was rq suggution. I 
waa tblnklng in teraa ot direct inveataenta. 
It rou want to .. eeten the pot a little bit and 
put in acae !tohhon or aou New York Central 
or so111thing like that and -.ke it both nego­
tiable and non-negotiable aeouritiu, that would 
make it that 1111oh euler, but what h rq object? 
It object ia to get th• eo the7 don't default 
on their pa7111nt while thle bill 1a poDding and 
enough afterward eo the7 don't default, beoauee 
there ie no reaeon wh1 the7 ehould, rou see. 

h the loan equally legal u against the pur­
chaee, it a comp1n1 made an advance against it? 
Could a corporation m&ke an advance rather than 
making it as a loan or purchase? 

Title ought to pass. 

That 1a the point, 70u see. Noboq has - it hae 
alJI&Ts been this other thing, but rq thought ia 
that the title paeaes. I thought I was r ight. 

Thq might like a little better than that. One 
.,ditication ot that might be to permit those 
transactions to take place onb' w1 th resrct to 
the partioular ventures which the7 eelec and aa 
the7 need the mon17 inete~d of In one complete 
batch. In other words, it they need a hundred 
million dollars this month, they could decide 
either to take the securities and do that, or 
they could decide to take same securities plus 
some of the particular investments which they 
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H.J.!.Jr: 

White : 

H.H. Jr : 

Stew&rt : 

White : 

han aeleot.a, 10 tllu aot 1le lJa a JOii• 
tin to han lo 4eol6 to tan O'n1' all thelP 
aeouritiu blli o~ ae t.he7 need the oaeh. I 
iagine the7 would ll~e that better, 

Well, arin that is a modification, bu~{~ see, 
Harey, think I han got hold of s011e , 

Yea, 

Imagine, it these people - the bill p&IBes the 
daT - passes and the 411 after the bill paaaes 
these people should default, look at the spot 
I am in. .lnd the ae people han got to sell theae 
properties to keep good faith w1 th 1111 aDd the 
American public. Thq haTe just got to do it, 
and I aa still not conTinoed that thq want to 
do it . Now, all these things and all this de­
la,y and all that, but thq silllpq han to k::~ 
falth with me, who has gone up on the Hill 
has said this thing, that the7 were going to 
sell this stutf and divest themaelTea, and the{ 
have Just got to do it and - is there IUJT doub 
in 70ur mind? 

Not in • llind about the outc011e, 

(The Secretaey left the conferanoe, ) 

They probabq han trotted out all of their 
difficult cases, but I han heard, for e:r.uple, 
of distilling concerns which han the fol'1111lae 
for distilling gina, and then do you sell tha 
trade-mark and produce here and sell thea 
abroad? There are a lot of things. 

Yee, that is whT I think it is better to let them 
select the ones which lend theuelvu moat 
eaail7 to an enluation and leaving a good III&JI1 
of the - leaTing all the difficult ones, the Tory 
difficult ones, which incidentalq include a lot 
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Cairns : 

Vlhite: 

Cairns: 

White: 

Stewart: 

ot thoae or llll&l.l. V&lu. Ture ~mat be a oouple 
ot huudJoed t hll'e that Jll&171eld 7ou a hundred 
mil lion dol lars at moat and will giYe :rou 90 
per cent of :rour headaches , I think those could 
be lett, when, it, and aa it is neceaaar,r. 11 
time goes on the situation will be more olarified, 
and the war mq end, the:r 1111.1 be able to make 
their commitments , To call upon them to sell 
at once all their innatmenta tor subsequent 
enluation would be poy~ar with some people in 
this countr,r, but I th it is --

Well, ot course :rou have got a precedent in the 
Lever Act during the last war. I don't know how 
that worked out, but the gonrnment paid 75 per 
cent - it the government and the seller could 
not agree on the price, the government paid 75 
per cent ct ita estimated price . The seller then 
sued in a court of claims for the balance. 

Oh, I am sure it could be worked out legally, but 
there is a question of good relations between 
the good governments and a question ot feeling 
that the:r got a - and that we certainly ought to 
~~~f{!erous in this atter, because in the last 

aia it doesn' t make aliT difference. You 
are lldng in terms ot - :rou are read:r to lend 
them billions and why stop at the question ot 
a hundred or t}l'o hundred million dollars? It 
is no tilae to be meticulous in an enluation. 

Not thh government but the bankers who are going 
to put up the mone:r are going to be very metiou­
loua, 

Yea, and there, I say, avoid those - -

Do we know that there are a group of bankers 'llho 
are prepared to carry out this procedure? 
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Cairns: 

ll'hite: 

Cairns: 

Cochran: 

Cairns? 

White: 

Stewart: 

White : 

Stewart: 

'Nhite: 

Stewart: 

White: 

Stewart: 

I bow aoth1Dg about lt. 

This baa neYer been auggested, but this baa been 
suggested bf some groupe along this line, but 
there are acme groupe who are alrea<ll to do 1 t 
with respect to groupe and holdings. 

Oh, I know. I have had a laWfer in Baltillore 
approach me representing a number of clients 
who would like to do t his. 

This ve.l'1 thing? 

To acquire some Britifh aaaeta somehow. There 
are acme plume there. 

I don't think there would be an;y question of their 
abilicy to arrange withi n a few weeks at the moat 
half a billion dollars t o take care of what se­
curities the7 haTe got left and some of the 
clearest investment oases of the other. 

I do. 

You think there would be diffi cultT? 

I think so. I mean on a pig in the ioke. .l half 
billion dollars 1a definitel,T aubaor bed to be 
used to paf a percentage of something the velue 
of which ia not appraised. 

Thq all know about 350 or 400 mlllion of the 
aeourltiea are marketable. 

I am confining uvaelf to the direct. 

Oh, no, I mean securities. 

I think there ia no doubt about that. I think 
70u can take the listed aaouritiea, and I think 
70u can take ten or twent7 r.r cent off and •e:r, •This ia what we will alee 1t at, • and I 
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Stewart: 

H.lf.Jr: 

Stewart: 

H.K.Jr: 

Whi te : 

H.W.Jr: 

White: 
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th1Dk the BP1thh oould well attorcl to 4o tbat, 
and thq woulcl. 

Jq suggestion to the Seoret&17 na, let thea 
sell whatever the;y - this W8Tp let this corpora• 
tion buy as the;y need it. Lit thm then make 
their 01fil sales, when and it the;y want. '!.'he 
onl7 thing in which this corporation would step 
forward is 1! they needed 50 million dollars, 
but let that take up only the alack. 

They could do this first with the securitiea. 
We agree that could be easil7 done, 

Easil7 done. Those bankers who were in here that 
dar --
(The Secretaey returned to the conference.) 

This is - well, am I all right en this? 

I think you are over-simplifying it mfSelf in 
terms of time. I think ;you will find ln ;your 
emphasis --

But as to having it done? 

It is one of the le£&1. procedures. Have ;you got 
&ll1 bankers lined up who will follow through on 
it? 

Oh no, I only got this ;yeaterdBT• I am so proud 
ot JIITIIelt - well, all thue bright l~ 1111n are 
around here, ;you know, and all the uliah, 
wey didn •t aomebodJ else suggest thh? 

Oh, we had halt a do&en sohamaa veey much li.lte 
it, Mr. Seoretar;y. Not exactl;y like it. 

That would work and get b;y these fellows? 

I think so, The;y proposed a couple thsmaelvea. 
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Jl,lf.Jr: 

White: 

H • .ll.Jr: 

l'ihih: 

H.ll.Jr: 

Stewart: 

H.ILJr: 

Jrtl1. Mt GM of tbta ..U WDPI. &biW..6t te ... 
I will be glad to. I don't 1a1o1r 1t 1t 1a &I 
good &I theae, but thq are Tei'T aoh like lt. 

lfiTbe thq are better. Between now ad 3:00 
o' olook aee 1! &JJ.TbocV' b&a &llTth!Dg, I would 
like to aee &JO"thlng th&t &JJ.TbocV" lia1 that 
would get 117 the laver a. 

I th1Dit that thil - it J'OU want - didn't RDt 
to take it all onr, I th1Dit thla could be a 
'hiT ablple &l'l"'Dgeelffnt. It ;rou let thea take 
it OTer ODlT aa t&e;r need the oaah. 

Well, n01r, let ae get thia. lhat do I RDt 
to do? I want to rahe a hundred llilllon doll&J,'a 
oaah tor these. I don't want to tool with ~­
thing lees than th&t. Which 1111&111, let th8111 
•elect or anrthlng el1e, put up two hundred 
llilllon dollar~, part factories &Dd part 
negotiable atutt. Then what I would do ia, I 
would go to S.I.C. &1111 ~~~, •How, gentl•en, 
here 1a the propol&l. Will J'OU oall dcnm a 
group tor • &lid tell th• wh.at,thil h. You 
flx • up a gi'01lp, '"• I don t lm01r who it 
would be, but J'OU flx - up a gfoup. I RDt & 
pooup dOIID here not later than \YedDeadq, pro­
ricllig the ~llah ere willing, and 7011 ti.x • 
up & group.• 

Wouldn't that be the war to do it? 

Tee. 

And let th• Met oTer at the S.E.C. Let the 
S.I.C. do it. It h a quutlon of the 20-dq 
reghtration ud all the rut ot that stuff 
thit S.I.C. would b&n to wain &1111 all the 
Nit ot that 1tuff. 
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H.J.I. Jr: 

Stewart : 

\'lh1 te : 

H.IE.Jr: 
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H.M.Jr: 

Cairns: 

Stewart: 

Cairns : 

H.!i.Jr: 

--·-
It certainlf ought to be Wider their goTel'll­
mantal ausp1cea 1f there 1a going to be rarr -
I don't want to get mixed up in it. 

Oh, no. 

And thef have been in on evaluation of some ot 
these securities. 

Yea, the1 offered us their evaluation. section. 
What is the matter with this, Walter? 

I see no difficulty with the listed securities. 
I have some reservation as to how rapidly fOU 
can move on the direct investments. I think 
for the impression created, it is vel'f impor­
tant for them to part with some of their direct 
investments. 

Now one thing that I would insist on with . this 
corporation limited to so vel'f modest a field . 
I should think the1 o~Wtt to do it at two or 
three per cent, aomethfng like that. Is that 
too low? 

Why would they take &nJ fee? 

You have to th.ink ot depreciation. 

The bankers would organic• the corporations and 
the corporation would bu, these securities and 
inTJtetmenta. 

But I want them to give them a hundred cents on 
the dollar for what thef get tor these things 
and do it on a fixed-fee basis and not get their 
profit out of juggling the stock. In other 
words, the more t hey got the more thef would earn 
if it were on a percentage basis . There would 
be no incentive for them - the incentive for them 
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Cochran: 

H.IL.Jr: 

Cairns: 

H.J.!.Jr: 

Cochran: 

H.K.Jr: 

Cochran: 

H.ll. Jr: 

'11'0111.4 'N to get the .. ltllla.Jut as aoh as tu, 
ooul.d. 

If thq work on a peroentage basis, the inoen­
tln mlght be to aell the atoob e'hn though thq 
don't get Tei'J IIIUoh. 

Yea, I think the British would han so. reaeJ'ft­
tion there that the7 don't haTe sufficient coatrol 
OYer the price. 

'fell, you Call in - it n: want a an, I juat 
t hought of Ilia - a 11&11 e Judge Crane to sit -
what do {ou call it, in chancery, what do 7ou 
call tha ? 

b an arbitrator? 

.b an arbitrator. I think of Judge Crane. There 
are other judges of a superior court who enj07 
a Tery high reputation WhO would ait and aroi­
trate. 

The British wanted to appeal to the President as 
the arbitrator. 

Well, that 1a out. I aa protecting the Pr11id.at 
ot the United stat••· 

Bat whether the gonrDMnt would be aveeable to 
aooi£~1Dg emu jUdge, no •tter how high he 1a 
in a country, aa a final arbitrator --

Well, in the roc-., llerle, rt this - oD4 in the 
ro0111 - I am telling them, am not aekl, th~ at 
thla atage, 7ou see. I uan, that h - aa 
telling these fellows. I haTe reached the end 
of mr rope. I haTe naTer been aore outraged or 
angry at &111 people than I aa at the Eaglllh 
right now and I a telling thea. low, certaln4 
the Preaidat or I - he 11 net ring to be put 
in that poalt1011, nor aa I. !Ill there 11 no 
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H.J.I. Jr: 
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reaaon ill the world .U thla oorport.t1on - I 
don't lm.ow what would be the tee. I .. thlllt­
ing ot two or three per Olllt. 

You are thinking ot it as a agena,y to take and 
sell. 

That 1a right. 

I think that would be much more difficult. 

That illcreaaes the ditticult)-, not the legal 
difficulties. 

Ther are not going to keep these things. 

I thought it was to be an outright sale b1 the 
British to American interests. 

No, let ' s take the investment trust group, rou 
see . In some cases ther will want to keep the 
things, and in some oases ther will want to die­
pose of them. If ther want to bur them them­
selves, all right, if ther want to sell them to 
some outsiders, all rightL_but rou are not going 
to get anr gr~:a to ear, ·we are going to bur 
these things keep them•, because there will 
be same of the things that ther don't want to 
keep and on that baaia ther wouldn't let the 
Engliah pii:k; thq would want to pick. 

But it ia rour thought that the total purchase 
price, total sales price derived br the corpora­
tion, is to go back to the British less the per­
oantage? 

That is right . 

So that this corporation will be acting some­
what in the oharaoter or a public aervint with 
a reasonable reward for ita services. 
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Cairns : 
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Stewart: 
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That 1a right. 

And make poaaible the British receiving the 
cash in - when and u thq need it, But the 
purchase price would not be known until the 
total amount that they would get - it would not 
be known until the final liquidation, 

That is all right legally, but I am thinking 
of it from the point of view of the American 
bankers who are putting up a hundred million 
dollars. 

But they are only putting up a portion of a 
value which they think 1a reasonable, so thq 
are not taking anJ risk, At the same time, 
the British would get the cash. The actual 
sale might even take the form either that this 
group would say, ~e will hold on to this at 
such and such a price , " or they might sell it. 

It would be a liquidating and management corpora­
tion, 

That is right . 

The management is rather important. 

I can see that on the listed securities, I don't 
see it on the direct investments. On the liquid 
securities I can see them doing it, and I think 
the British government could well afford to make 
a real percenta~e sacrifice. You can take a whole 
lump and deal 1nth them on that form, I thi.nk. 
On the direct investments, the theory that the;r 
can take these direct investments and then sell 
them to the public and take a commission, I don ' t 
see that. 

Well,Walter, I always have one idea until fOU 
tell me I am wrong. What ia rq idea? I want to 
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stewart : 

White: 

Cochran: 

H.li.Jr: 

Cairns: 

H.l!.Jr: 

get the•• feUon a h\11111Ncl J!IUJu.• 
lhat h "' obJeotlve? 'l'b&t b 11r objlaot~ 

You can raise that it you don ' t ftJit to bplzil 
in the direct iDYestments, 

There are sou you could bring in veey easil,y, 
For example, there ns a gentl8lii&D in here who 
stated there was a verr reputable group. He na 
from the S.E.C., and he eald they were re[:~able. 
I don't know who they are. He said they 60 
to 100 llillion dollars in cash that thq were 
reaq to put down on the barrelhead, to use hie 
e:r;preasionL in or.der to take over the Viscose 
Comp~. llow, I take it there would be some I'&DP 
over which they could agree as to the current 
value of the Viscose Comp&D1. 'nlq might be ten 
or fifteen gillion dollars apart. I thlnk the 
British untortunatel7 on the initial companies 
mar have to be reconciled to taking posslbl7 a 
sacrifice in order to make a sale. There are 
several of such companies and they could raise 
within a month or two on direct investments a 
couple of hundred million dollars without aQT 
trouble, 

They were to receive those veey people in New 
York today and till with thea. 

I have read this thing. You take Brown and 
Williamson Tobacco Corporation. Given time to 
negotiate the th!!:f• another one of these .baeri­
oan tobacco com:p ea would bur it up. 

Well, that is a stock transaction. 

Yea. What I was thinking of in this corporation, 
they would have sOIIle banks who would auppl7 the 
money. You would have some investment trusts and 
aOIIle companies in the distributing business, but 
S. E.C. could quickl7 do this thing or get up a 
group of national banks in Hew York. They have 
got the money and then l et them hire somebod1 else 
to do the selling. The quickest ft1• IIIIIJbe, 110uld 
be just to go and invite ~ Hew York bank or &D1 
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H.li.Jr: 

Cochran: 

White: 

H.ll. Jr: 

Cochran: 

H.ll.Jr: 

Cochran: 

B.ll. Jr: 

Cochran: 

but tlaat Wllltecl to -1.. 
Mar I offer a BUgteetloat 

Yea. 

I th1Dlc you told tha the right thing the other 
day, Jfr. Seoret:c, thet you were derllllur upcm 
th• to go thro with thll and the th.,- han 
got to count on eir own reaouroea to gel 
finished, and I th1Dlc t he7 oan. I th.l.nlt thq 
can uke &1'1'1Jlg8Mnta to tliJ'Il OTIP thoae cllreot 
meat.nta. I think the7 oan .U:e a touch oa 
Cenacla t811p0rariq. I thlDk ther aight bol"J''W 
gold troa the UDion of South .lfrioa or aca~thing 
of thet aort, and I wouldn't risk putting for­
ward a wggeat1on like this at present. I woulcl 
leave them to their 01111 reaouroea. 

Then th-.r shouldn't bother the Seoret&r7 thet 
they are running out of oaah. 

hd you (Cochran) bother ae, too. 

Of oourae I do. I ant 'o keep Yflfl up on th11. 

Well, that 11 right too, bat I aa UDder thh 
preuure, and that h YflflP job to keep after •· 
Blat I ckm •t bellne thet thq are going to clo it. 
llolr, I W01l1d like to throw in their teeth a 
.umetion like thh and 1q, •'!hi a 1a legal., 
gllitleMD, now you take it. 'l'he S.I.C. 1q1 thf 
are here nitiDg to eee JOU• low you take it. 

I would like to --

I would lea't'e it ·to their juclpent to tlke it or 
not. I wouldn't aq, -you han got to tlke u.• 
Oh, I wouldn't eq, -you hen got to take u.• 
Well, that 1a what you intiatecl a while ago, Mr. 
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Secretaey. 

When I get down to terms - I am getting veey 
restless with them. 

But Merle, if this is sug~eated as a ~ out -­

Excuse me . It is just the W&7 I told these 
people in ~ room here, and I finall1 smoked 
them out, and they hadn' t been on the up and up 
with me, and I said, "You can sell ten million 
dollars worth of stuff a week." Were you here 
when I told them that , Walter? 

No. 

And they said, ~Ve can't do more than one to 
three," and it turned out because Gifford put 
his chin out that his instructions were not to 
sell more than one to throe, and they have never 
told me that. Now, I don't know that they have 
issued the instructions to sell these direct 
investments. I don't know that they have. It 
is veey nice to put it all in the lap of the 
President of the United States, and I would like 
to sa~ to them this afternoon, "Gentlemen, now 
here u a way that you can do this thing legal~. 
I have thought this thing out for you ~self. 
Now, the S. E.C . is willing to help you. Here is 
a way to do it . Now, I don't want you to come 
back in six weeks . I would like you to come 
back tomorrow and tell me what you think of it . 
And don ' t come around and tell me that you haven ' t 
got the money, because here is a way to raise it . • 

}lave you thought of a mortgage of the direct in­
vestments? 

I don't know whether I know what you mean. 

Have the British corporations mortgage their 
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White: 

H.I.!.Jr: 

Cochran: 

H.J.I. Jr: 

MUte: 

-·-
plants here to her! can b&Jilca, 

That was --

78 

That was one of their suggestions, and that waa 
thought to be a aubtertuge . 

We 'lf&llt title to pass. I nnt to have them - I 
told Congr- - it ia all on the record - that 
th'f are going to divest thamaelvea of nine 
hundred ailllon dollars worth of property and 
that that ia their good will offer to us in 
exchange for which - aa a aililllnDI, I was thiDlc­
ing of it thh way - aa a minilllum I have to 
raise a billion dollars more taxes out of the 
Aurlcan tax-pa1ers in one year, and all we are 
aeking them to do ia to sell a billion dollars 
worth of direct securities in one year. As a 
mini!IDIDI, And it ia going to be maybe two or 
three times that in order to pay for the stuff 
that we are going to give them, Now, as a token 
of good will - good faith, not good will, all 
we ar e saying h , we have said it ,PUblicl,y, 
"In order to get this stuff through, gentlemen, 
the English aq that they will do this. • Now, 
I want them to live up to it . I think, U8rle, 
it ia tillle I talked to them the wa:r I am talking 
here , because I am fed up with thea. 

I appreciate the urgency of their having to sell 
thea and all that, and I have told them that on 
Frida:r when I talked with thea; but rq hope was 
that you wouldn ' t put this up aa the one W&T 
that th'f had to act. 

Oh, I am not going to aq that. I am going to 
aa,, "Here is a legal, ethical W&:f for you to 
do it, I t ia highlJ' ethical and it ia big~ 
legal • • 

I think what the Secreta1'7 does by preaenti.ng 
thea with that ill uking Lllponible 1.111 turther 
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representations with respect to the lack of 
cash necessary to meet their commitments, be­
cause there is always this way open, and part i ­
cularly if he doesn ' t even suggest that they 
turn them all over but that here is a group 
ready to take whatever they are willing to 
offer, then it seems to me that incident and 
episode is closed. Whenever they feel short of 
cash or think they are going to be short of 
oash within a month, they have that avenue to 
raise a little more cash, I see that objection 
as to that . 

I think the Secretary requires that as an insur­
ance policy against them, not merely - I am 
doubtfUl whether or not the direct investments 
will raise money rapidly. I think the listed 
investments will, but I think you will need 
something which is a catch-all. 

And that is why I want to insist that in this 
corporation some of the things they put - the 
bulk that they put are direct investments. 

19 

The S.E.C. weren't doubtful about their ability -­

I am going t o have them over here at 3:00 o' clock. 

That they could raise money on - not on all of 
them but the small ones, which may total a couple 
of million of this. 

I have done some of this business, and when you 
sit do1111 with an individual oompan,y, with the 
accountants a.nd the lawyers to find out just what 
the elements are to dis~ose and transfer of 
title, you have a long JOb ahead of you, and it 
can' t be done merely by forming a corporation. 
Part of your irritation is just that fact and not 
the government --

(Telephone conversation wi th Kr. Jerome Frank 
follows . ) 
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li.M.Jr: 

Ooerator: 

H.M.Jr: 

Jerooe 
Frank: 

H.H.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr' 

F: 

H.M.Jr: 

... 
B.M.Jr: 

Hello. 

Chairman Frank. 

Hello, Jerome. 

Yea, Henry. 

March 3, 19111 
11:45 a ••• 

The English are coming in at ):00 today and 
I vas going to put up a propoeal to them 
along theee linea: - Have you got a minute? 

Yes. 

That they permit somebody under your supervision 
to torm a corporation that will buy aome ot their 
direot investments and eome ot their stocks 
and advance against t hese purohasee 50~ ot the 
purchase price and that then they go ahead and 
have these th1nge evaluated, you eee? 

Yea. 

I vae thinking something along theae linea: 
that the corporation would be oo•penaated on 
a percentage - I don't vhat 1 a talr, 1-2-3~-
ot whatever the value ia or the properties that 
they diepoee or, and that ao t ha t it would be 
tair that they would take aomebody - t or a 
better name I wae thinking ot aomebody lilte 
Judge Crane in New York vho would act ae an 
arbitrater. You eee? 

Yeah. 

But that th18 corporation would be formed -
who ia to come in it - with the help or the 
S.E.C. Nov Huntington Cairn• hal been over 
this thing ae to the legality or it againet 
the Neutrality Aot and againat the Johneon 
Act a.nd he eaye the title paaeea, it's all right • 

Yea. 

Now you see the situation we' re in - they tell 
ua every day they haven't made any aalea becauee 

80 
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H.M.Jr: 
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R.M.Jr: 

F: 

H.H.Jr : 

-·-
1 t tat•• euob a 10111 Uae u4 I baYe told 
Con,reel that tbe7 WOuld 41YIIt tbaalllYel 
end th•f•• lJ!!l ~ l! go faith With •• 
whloh t 17 baYen'tilone up-to now. --

Ot oouree. Well, the:r're Juet 101nc to ru1n -
:rou don 't know wbat'll bappen up on the Rlll 1f 
the:r don't. 

That'• r1ght. Nov, I wondered whether :rou 
and an:rbodJ JOU want t o br1ns v1th JOU oould 
ooae oYer and e1t v1th ae at ):00. Could 10ut 

Surely. 

And 1f JOU wanted to Jtnow anJthlng aore alloat 
1 t or nnt 1n1 of the faotl , Hunt1nston Calm• 
1• na1lable and Harey White - theJ oould ooae 
and ••• JOU before ):oo. 

P1ne. I'll get at 1t. 

Tbanlt :you. 
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Jl ,l.!.Jr: 

Stewart: 

~.b.i te: 

II.JJ.Jr: 

Stertart: 

H.M.Jr: 

Ste11art: 

H.I.!.Jr: 

SteiTart: 

II.J.i.Jr: 

- 25 -

This is the &ni!Wer, gentlemen. It is the anner 
as far as I am concerned so they dou't come 
around and weep on mf shoulders any more. If I 
just had nothing else to do and could go down and 
hire a room in a hotel or a room in the Federal 
Reserve· and just pick up the telephone, I bet you 
I could organize a corporation in a day. Vlb:f, 
it is nice business , There is no risk concerned, 
is there? 

It isn' t nice business at two or three ?er cent, 
I can tell you that. When you are deahng with 
direct investments , the cost of --

Well, the expense is added on to it --

Walter, I am using figures. Vlhat I am trying to 
get over is their cost plus a reasonable percentage . 
Put it. that way. 

Yes, I make an entirely different classification 
of the direct and indirect for this purpose, 

But you agree with me in this corporation should 
go as many direct as possible? 

Yes, I do • 

.h many direct as possible , and sweeten it with 
some stock exchange stocks. Right? 

Yes . I don't care for t his purpose except for the 
necessity of raising cash, I wouldn't put the 
stock exchange stuff in at all except for that, 

I would want whoever did it to make all expenses 
plus a reasonable profit . Now, they can borrow 
money for six months from the banks , cert ainly 
not to exceed half of one per cent on this kind 
of collateral. For a year, most likely, they 
would pay one per cent. And I take it ~uring the 
process of the thing they would be gett~g the 
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Ste1'111rt : 

H.II.Jr: 

Stewart : 

Cairns: 

Stewart: 

~ihite: 

H.loi. Jr: 
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- 26-

earnings of the busineu, the diTidend. You 
see, I would like to get only those banking 
groups in who are really anxious to help 
England and would do it as a sort ot public 
service . Now, they distribute these things after 
the stock exchange closes at an over-all one and 
a halt per cent. But that is a quick turn over, 
one and a halt per cent . 

Yes, there is no risk. They fixed the price of 
those . 

Yes. All I am sqing is, te.ko e. bank l ike Chase 
or Winthrop Aldrich Who is ver:15 veey anxious to 
help - I mean people who are very ~athetic to 
England, they would be invited in. 

Welli they could lend the money, that is all the.y 
cou d do, isn't it? The Chase couldn't take 

any direct participation, could it? 

You mean because of some charter limitations? 

I thought the national banks couldn't te.ke acy 
direct purche.se. 

They could lend money to a corporation that did. 

They would have to borrow it, the hundred million 
dollars from e. bunch of banks. The be.nks would 
get their -whatever t hey e.re re.ted. I don ' t 
follow those things, half of one percent, one 
per cent, whatever it ia. We borrowed money for 
two years at three-que.rters, and I am sure they 
would be willing to lend money for one year at 
one per cent . All of that, the people who are 
doing it every day, they know what the rates are. 
I can look these fellows in the eye and say, 
"Look, you so and so ' s, here is a method . Now, 
here is a way that you can raise enough money to 
keep yourselves going for six months;because they 
say they need 450 million dollars from now until 
the first of July. Isn' t the.t what they say? 

• 
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Coohralll 

H.Jl.Jr: 

Cochran: 

H.Jl.Jr: 

Cairna : 

H.II.Jr: 

Cairns: 

White : 

H.ll.Jr: 

l'lhite: 

H.ll. Jr: 

Sten.rt: 

Sub~dbltib&tnv 0.•41 .., Jwlp. U.. 

But that b the tlgve. I haYe pt IF tlpnl 
atr&lptt 

That h rlght. 

Well! I will tell ;rou what I would like 7ou 
peop e to do, the tour ot 7ou, ,if 7ou coUld go 
someplace and just poke, poke, poke, see 
whether 70u can find s011ethi~ wrong with this, 
and I a seeing 7ou (Stewart) at lunch aloue. 
Would 7ou do that tor another hour, or as loDg 
as necessar,r? Huntington? 

Yea indeed. 

And get the thing it 70u could - well, it there 
are &DT changea between now and 3:00 o'clock 
as a result ct Jer011e Frank, let me know. 

Yea. 

I think it would be more profitable it we had a 
little tiM to talk it over with them, since th81 
are so much more familiar. 

Who? 

Je~rank and whoever else he wants, because 
&D1 a or &D1 difficulties would be sOMthing 
that '1 would be much more apt to be temill&r 
with. 

Well , 7ou have got traa. now until 3:00 o'clock. 
Three hours and five minutes. illrou need is 
five minutes tor lunch. (Laughter. ) 

.Ul right. I feel veey happ7. I think it is a 
good dq'a work. . 

Right. 
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TRKA-.v ac ua ,...,. 
INftll 01',_ I nMUA1IDII 

Seoretarr Korgenthau 

Yr. Foler 

DAft Jfuoeh I, lMl 

It ia underatood that a group of ._.rioan b&Dkara 

propoee to organise, under the 1 .. 1 of one of the atatea, 

e. eorpore.tion 'llhich will purchaaa ~ioan aacuritiu IICIIr 

held b7 the Gonl'IIUllt of the thdtacl IiDgdoa uul b1 nbjaota 

thereof. The ~lean corporation will taka title to the 

eecuri ties at the tiu of •king an initial dOIIIl-pi,JMilt 

thereon, The remainder of the purchue price will be paid 

when the securities han 1n turn been aold br the American 

corpore.tion, aDd will depend on the price realised on 111ch 

r eeala. 

.l quution hu arhen whether the foregoing pro­

cedure will coutituta a Tiolation of Section 7 of the 

Neut ralit,. .let of 1989, 54 Stat. 8 (U.s.c., Sup. v, title 22, 

aeo. 245j-6), or of the proyiaiou of the eo-called Jolmaon 

Act, .lot of April lS, 1934, 48 Stat. 674 (u.s.c. title 81, 

aec. 004(a)). It 11 rq opinion that the procedure would 

net oonatituta a violation ot either of those atatutea. 
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Section 7 of the Neutrality Act of 1939 prov.idee, 
I 
~ in relevent part: 

"Whenenr the President shall han 
issued a proclamation under the authority 
of section l(a) , it shall thereafter be 
unl..tul for 1n1 person within the United 
States to purchase, sell, or exchange 
bonds, securities, or other obligations of 
the govermnent of aD7 state named in such 
proclamation, or of any political sub­
division of any such state, or of any person 
acting for or on behalf of the government of 
any such state, or political subdivision 
thereof, issued after the date of such pro­
clamation, or to make 1n1 loan or extend 1n1 
credit (other than necess81'1 credits accruing 
in connection with the transmission of tele­
graph, cable, wireless and telephone services) 
to any such government, politicll subdivision, 
or person, • 

. 
There is no proposal here to •purchase, se~l , 

or exchange" 1n1 securitiea of a government named in a 

Neutrality Act Proclamatio.n, or of 1n1 political subdivision 

of such government, or of 1n1 person acting for it. The 

proposal is to purchase American securities. The proposed 

corporation will not make 1n1 loan or extend any credit to 

the Government of the United Kingdom or its subdivisions 

or subjects. On the contr81'1, the7 will extend credit to 

the proposed corporation. 

The so- called Johnson Act provides, in relevant 
part: 
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~t '-eattel' 1t 111a11 " -t..t.t 

withla the 111l1tecl atatee OJ' ~ plaoe 
subJect to the J~i.alotioa ot tha United 
States tor I11T per.1011 to puroha11 or sell 
the bonae, aeouritite, or other obl1gationa 
of, &D1 foreign gOYerument or politioal 
eubaiTiaion thereof or &DJ organisation or 
a•sooiation aotiug tor or on behalf of a 
foreign government or political eubdivision 
thereof, iesuea atter the pa1eage of thi• 
.let, or to ub arq loan to noh foreign 
governaent, political eubaiT11ion, organiza­
tion, or a11ooia tion, n:otpt a renewal or 
&ajuatunt ot existing ilulebtewea while 
auoh governaent, polHioal aubaivilion, 
organisation, or &llooiation, 11 in default 
1a the piJM!lt of ita obl1gationa, or arq 
part ~tot, to the GOYerDMDt of the Ullitea 
Stat11. • 

The considerations mentioned above with respect 

to belligerent goverumenta uDder Section 7 of the Neutrality 

! ot of 1939 are e~ applicable to defaulting govern-

1118llta under the Johnson .lot. 

Both the Jolmaon .let ud Section 7 of the 

Neutrality .let of 1939 art criwinal etatutu highlf penal. 

The Senate Report on the eo-called Johnson .let refera to 

that statute aa •a brief panal etatute•. (1933) Sen. 

Rep. No. 20, 734 Cong., let Seas., 2. It ie well settled, 

ot course, that criminal or penal atatutea muat be strictly 

construed. France v. UDittd Statta, (1897) 164 U.S. 676, 

682· 8; Pruaaian v. UDittd Statea, (1931) 282 U.S. 675, 677; 
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• 

1ttom•1 a.a.nl. c-blp appU.a &at n1e to U. 

1o-o&lled .lolmaon .lot ilL (1984) 87 Op. Attr. Gen. 606, 

507. 
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I!.M.Jr: 

suuon: 

11.1\ .Jl': 

S: 

H.K.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

II .M.Jr: 

...... ), 1"1 
lOt}) a.a. 

! • • • • • let you know whet we're dola, 10 
we oan work together. Foley and Oox are 101nr 
over at 11:00 to eee Harold Smith, the Director 
ot the Budget. 

Fol ey and Cox are going over at 11:00 to eee 
Smith. 

Yee4 and then S.ith 11 ooaing over to eee ae 
at :)0 and I Juet called up Cordell Hull and 
eugseeted that we all a11t at hie ottlce at 
9:15 t oaorrow before t heee Senatore coae eo 
that the !'reaeury can report what the poel tion 
il ot the Bureau ot the Budget. 

Well , McCloy ie in here now and we wer e t hinking 
thia t hing over and trying t o talk it over. I 
em worried about the ooapr oaiee that wee i n my 
aind laet night - yeeterday. It' e got to be 
graduated aa to certain typee. No eaall per­
centage would do at all it it applied to 
eeperate oategoriea. What I aean it it applied 
to a type ot airplane• or anything like that, 
we 111ight vary well want to eend the whole daan 
thing to Great Britain. You eee? 

Well, would rou like t o do t hie. 

The one thing I want to do - I want t o keep in 
touch with thit a,aelt, pereonallJ, it I can 
because I'• frightfully buey. 

Well, I have one or two thinge alto but thia 
thing 11 No. 1. Bow about ba'Wing McClor aeet 
over at 11:00 with our aen when the7 eee the 
Director of the Budgett 

(Talke aside) I think that woul d be a very good 
1dta. 

Well, Vh7 not let MoCloy go over to Harold Smith's 
at 11:00 and then we'll eit t here together. 

Are you going? 

No. Foley and Oox are going. 

) 
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a: 

K.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

8: 

R.M.Jr: 

8: 

B.M.Jr: 

S: 

H.N.Jr: 

S: 

-·-
r... lilt I tblU bo14 'be uootlal aoc onlJ 
reoop,holJ llut I Chink ho ooul4 11Yo 70u •-
1doaa bocaueo wo'•• bten talk1n~ prettr hsrd 
on u. 
And then ho oould ooma to 117 ott1oa at 4:JO. 

4: JO thla attomoon7 

Yea, and Chan - JOU eee, I'•• aeked Hull ¥Betker 
we could meet at 9:15 - 45 a1nutae betore the 
Senatore ooae. 

!ha Senatore ara ooainc at 10:00? 

Yea, and ao •• could eort ot heYe a aeeting 
bot ore and he wan ted ae to call 70u - he d1dn' t 
want to call hiaeelt. 

Yea. All r1ght. 

Ie that all right7 

That'• all right. Now lat me eee 1t I've Juet 
got thaee correct. The t1rat meeting with Smith 
ot tha Budget ia at 11:00 at the Budget ottice, 
and tha aeoond •••t1ns 1a at 4:00 w1th 7ou • •• •• 

4:JO. 

••••• . 4:JO with 7ou, MoClo7 repraeent1nc ae 
thla atcamoon, and the prol1a1DU'1 aeat1na 
toaorrow aorn1na baa been -.reed to b7 Bu1l 
an4 1a ot 9:15, and 10:00 the Senatore are 
ooainc 1n. 

That' • r1pt. 

All r1&ht, I think I 1va sot that all right. 

Thank JOU. 

Thank 7ou ••rr muoh tor oallins ae up. 
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H.H.Jr: 

Jamea 
rorres tal: 

H.M.Jr: 

y. 

H.K.Jr: 

F: 

H.H.Jr: 

r: 

R.H.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

Hello. 

Good morning, Henry. 

llarob ), 1~1 
10:31 •.•. 

Good morning, Jim. I admire your youth and 
energ7. I wieh I could do it. 

(Laughs). I don't know whether 1t'e that or 
1neanity. 

k7 wite eaid ehe t hought it terribly untair 
to make you eay, 1 hello, Henry ~ while you were 
running up- hill. 

(Laughs). I bad eomevhat tbe eame view myeelt. 

(Laugba) • But you did get it out like a 
little man. What I'm calling tor - I've been 
trying to work here with my crowd to get 
together vlth the Director ot the Budget, 
and Foley and Cox and I Juet talked to Stimson -
be's eending McCloy - are going over to the 
Director ot the Budget at 11:00 and I wondered 
it you didn't want to eend your lawyer over 
there. 

You bet. I'd like to have you ooneider him -
juet direct him where you - anything outside 
that you want. 

Well , it you ' ll eend Lockwood over there at 
ll: 00 ...... 

o.r. 
Then the Director ot the Budget ie coming to 
my ottioe at ~:JO tbie afternoon and it Lockwood 
would be here at that time representing you .. .•• 

O.K. 

Now, one other thing. I called up Hull and 
eaid could we get t ogether ~5 minutes in advance 
ot tbe Senatore, namely, at 9 :15- I mean , you 
Stimeon and I, plus our attorneya, and be eaid 
0.1(, 
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r: 
I!.H.Jr: 

r: 
H.M. Jr: 

F: 

R.M.Jr: 

r: 

H.H.Jr: 

r: 

B.M.Jr' 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

,. 
R.M.Jr: 

1': 

H.M.Jr: 

-'I-

R1rht. 

'!'bat would gin ue 11-5 m1nutoa to thraah the 
tl11ng out. 

!bat 'a tomo rrow morning. 

Where - at JOUr ott1 oe? 

No, Bulra. 

Bull'• ott1oe. O.l. , Henrr. Now ~uat to 
reptd l Lookwood Will be at Ieith e ott1oe 
at 11100 and rour ott1oe et 4:}0. 

And JOU t o.orrow aorn1ng at Hull'• at 9:15. 

o. r . 
Do 70u alwaJI run in the evening? 

(Laugbe). Well • • ••• 

Or juU Bunc!a7e? 

Well, I walk koae aoatt1•t• and ao•tt1•e• I go 
over and run tor aWbile. 

Piok ae up aoa et1at and I'll trJ to apr1nt 
elong behind rou. 

Well , bow about walking boae aoae nigbU 

Wondtrtul . 

0.1. 

All right. 
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H.M.Jr: 

Operator: 

H.M. Jr: 

Pr eeton 
Delano: 

B.M.Jr: 

o: 
H.I!. Jr: 

D: 

!I. M. Jr : 

D: 

H.M.Jr: 

D: 

H.II. Jr: 

D: 

H.M.J)': 

D: 

Bello. 

ltr. Delano. 

Bello, Delapo. 

Yea, Mr. Secretary. 

Bow are 7ou' 

Prett7 goOd, e1r. 

llarob '· 1,_1 11155 a.a. 

• D1d 70u get a aeao troa •• to ••• whether 70u 
could t1nd •• a RooeeYelt banker' 

Dann7 Bell a poke to •• about 1 t and we're 
act1Ytl7 trying t o tind one. I gaYe 7ou a 
tentat1Ye n .. e - Paul DaYle who ie a brother 
ot Norun DaYle. 

Paul DaYle. 

Yea, he'• a brother ot Nor .. n Davie and a 
tr1end ot Bull'•· 

I don't hear 70u. 

Paul DaYle, tdlo 1a head ot a bank down 1n 
.. ehY1lle, 'renneaeee, and we b&Ye a couple ot 
othere and we're ~1nc to t1nd out tdlat their 
pol1Uoe are - that we think tuorabl7 ot. 

Well, Paul DaYle, ae I r .. •'ller, that wae all 
a1zed up vaen't 1t with R.r.o. and .•.•• 

I'a a little b1t atra1d ot that th1nf. I told 
Dann7 that the one thing I thoua:ht • ght be 
4anaeroue 1n that taot vee that he wee a little 
bit too oloee to Jeeee Jonee. 

Yeah. Well, I don't know how 4aQ1eroue 1t 1• 
but I read the etory about how he sot hie etoolt 
and 1 t 414n' t eound too ethi oal to ••· 

Vall, I think that '• right : that 1 
• the one thin& 

that etood qa1net CUt parUoular fellow. 
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H.M.Jr: 

!): 

H.M.Jr: 

!): 

B.M.Jr: 

D: 

-·-
low we ban aaotber obap naaed flamer that 
we're 1n•••t1~&t1nc and we were look1nc 1nto 
a tellow up 1n Bolton that we're 1nn1t1p.t1na. 
I'•• sot tblee fellowe -all ., 411tr1ot Oblefe 
are 1n here to4aJ and I'a so1ns to pureue 1t 
v1sorou117 and Jult ae eoon ae •• oan get 
eoaeth1ng further wb7 we'll S1Ye JOU a report 
on lt. 

Yeah. I don't thlnlt that that Paul Davle 
eounde eo hot. 

Right. I rather agree wlth that - I Juet put 
1t forward ae a thins \bat 1 thought ot at the 
•o•ent. 

Mow, 41d Harold Gravel get ln tou~h with JOUt 

Yea, I've Juet tln1ehed a talk wlth Sloan 
and thll new aan, JOu 111, and I've s1ven th .. 
whali t1guree the;r want about banke and I'n 
aleo g1Yen them what measer advloe I oan ae 
to the problea wh1oh th17're tao1ng. 

Good. Thank 7ou. 

R1gh t-o, elP. 
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lf.II.Jr: 

!larry 
Hopkin a: 

Jl.M.Jr : 

H: 

~ 
H.M.Jr : 

R: 

• 
P..M.Jr: 

H: 

H.M.Jr: 

H: 

H.I!.Jr: 

H: 

H.M.Jr: 

Karots '· 19111 12:05 p ... 

I 41dn't recognize your Yoioe. 

Well, my voice ie changing. 

lip or down? 

(Laughs). I hope not up, 

Well, with that tellow ataying over at the 
White Houea I don't - (laugha). 

(Laughs ) God, not over tbe White Houae 
telephone brother • 

How uny rooms away trom you 1a he? 

Well, he'e away - he'a on the other aide ot 
the hall. 

A man came tor one week and he's ltaying 
how many? 

(Laughs). 

Well, anyway, I Juet thought I'd let you 
know what I'm doing. tolay 1 Oox and Stimaon'e 
lawyer McCloy and rorreetal • l awyer all went 
oYer at 11:00 at my requeat to 1ee the Director 
ot the Budget becauaa I think- well, he'a a 
little bit interettad in what J1-.y Byrne• it 
doing, you eee, and I think eomewhat in 
eympatb¥ With H. see? 

Yeah. 

Then the Director ot t he Budget and thle whole 
crowd il coming over to tea me at 4:}0 to aee 
whether we can get together, and I called up 
Cordell and asked whether we couldn't come 
over 45 minutes betora the Senatore 41d 
tomorrow 10 that he and 8timeon and rorreetal, 
plue our lawyers, could get together. He aald 
all right provided I'd call each pereon up 
eo I had to oall everybody up. so that's what 
the situation it and it you'd like to know atter 
4:}0 what happena I'll give you a ring. 

Regraded Uclassified



81 

JI,M.Jr: 

y: 

a.M.Jr: 

H: 

J!.H.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M,J,.: 

H: 

H.M.Jr: 

R: 

r-

Well, ree, 1 14 U.ke •ei'J neb to know. 

Sert 

Yeah. 

Now, there 11 eome f1n&el1na goinc on back 
here I don ' t quite underetend. 

Do 10u '" any adnntage in haYing t he 
Preeident tell Harold S.ith a few thinga 
th1a afternoon? 

Well, lat 1 a wait and ••• Juat what he bee 
dona, 10u eee, and aa aeon aa tha crowd laaYea 
I'll call up and 1f t here are t oo .. DJ deta1lt 
I 'll aend one of tha bo7a OYer to &iYe it to 
10u firat hand. I can tend Oecar oYer, you .... 
All r1&ht, fine. 

And he oan giYe it to you firat 
nobodf vat doing &n1thin& toda1 
to ••oke Harold a.ith out. 

hand, but 
and I wanted 

Yeah, I think 1ou 1Yt ueed a Ytr1 aood teohn1o. 

S.ith' • attitude 11 tbat Mo0lo1 il kind of 
naedl1nc Bti•eon and tbat Mo0lo1 il all wet 
on thil. ~t 1 1 whet Harold llllith 1a1•· Be 
.. 1• that there ue twO thine• : one 11 tha 
epp:ropr1•Uon and the other thine 11 production 
and the twO th1nga baYa not sot &n1thin& to do 
With each othar. 

Wall, I don't know. 

But &nTW&T between 4 :}0 and 5:00 I'll know 
where we are. 

That IOUndl fine . 

Ie there an1thlng that 10u oan tell •• that 
happened between the Preeidant and and the 
ltadare? 

No. No. 
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R ••• Jrl 

s: 
H.M.Jr: 

H: 

H.K.Jr: 

H: 

H.fi .Jr: 

H: 

H.M.Jr: 

H: 

H. M.Jr: 

H: 

R.M.Jr: 

H: 

B. l!.Jr: 

- ) -
loa ton't know. 

Jo, I don't think an7thi ng bae ba~pened. 

!hie ie what they tell •• ie the 41tterence 
between the wa7 they art handling it in the 
Senate and the Houee, and thie I would like 
you to tell the Preeident. In the Rouee, 
while the bill waa up, eYery morning the 
Democratic membere ot roreign Attaira, plue 
the Speaker, plue McCoraaok, aet tor an hour 
and decided what the etrate87 would be. then 
the7 went in united. 

Yeah. 

And BarkleJ ie not dOiD( that, or George, in 
the Senate, and at thet aeet1ng our aen eat 
in with th... See? 

You mean Oecar. 

Oecar. So we knew all the time whet waa going 
on, and they'd go on the Floor, put up a aw~ll 
tight and a united tront. 

Yeah. I think that' a a damn good idea. 

Now, it Barlt117 would do the t beginning w1 th 
toaorrow .orn1ng . •.•• 

And ult Oeoar qainf 

Sura, and then he could let J OU and ae know 
and that wa7 the Preaident would know b7 noon 
Juat where the thlng atood. 

!hat'• a~ good idea. I'll euggeet that 
the Preeident call up Barklt7 and euggeet it 
to hia. 

And ~ b071 agree with ae that eoae ot these 
other amen4aente are a 4aan-e1ght worae than 
the one that 8t1aeon ie worrying about. 

Yeah. 

And that 110uld keep it 1n hand. 
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a: 
a.M.Jr: 

8: 

B,M.Jr: 

a: 
H.M.Jr: 

8: 

teall. 

o.r.t 

I hope JOIU' Y01oe ·~· low. 

All right, 4on 1 t worl"J. 

(Laugbl) . Ooo4-bJe. 

Ooo4-bJe. 
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u Foley: 

H.M. Jr: 

1: 

H.M.Jr: 

F: 

H.K.Jr: 

F: 

H.M.Jr : 

F: 

H.I!.Jr · 

F: 

H.II. Jr: 

F: 

lluoh ), 1941 
' 1:08 P·•· 

••••• etrike up in Karttord wae eettled and 
the workmen went back to work today. 

Wonderful. 

99 

I think they met the dement• - the company did -
pertially. I think they gave them a J~ increaae; 
I t hink they were aeking tor 10~. Now I 
wondered it under thoae ciroumetancee you 
wanted Joe to cell Wagner. 

No, but I'd l i ke t o tind out ••••• 

We' l l get t he reet ot 
a memorandum tor you. 
clear on that. 

Good. 

t he etory and put it in 
I Juat wanted to be 

We had a pretty good meeting over there with 
Smith and we all agreed on language that 
would atill preserve what we want and perhapa 
eave the tacee ot Byrne• and the other tallows. 

Well, do you think Smith ie all right h1meelt? 

Yea, Smith ia all right now. I think thla 
fel l ow with whom J1-.y Byrnel talkl over there 
wae t he bad actor. I gathered that f rom what x .. p aaid. Ed lemp, rou know, 1e Murphy' e man 
over there. He'e Smi\h1 1 oouneel, and he aald, 
~ doh' t want you t o get •• wrona but thla 11 
the war I thought 1t ought t o have been done 
all the time. • 

Well , I'll be damned. 

And he aaid he auggeated that l aet Saturday 
and they eort ot pooh- booed it beoauae they 
didn't think it could be done. But it' a a 
fundamental thing and they've got to make a 
tight tor it. 

0.1., Mr. St1meon. 

All right, eir . (Lauehe). 
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~. M .Jr: 

P: 

R . !~ . Jr : 

F: 

~ . ::.Jr: 

f : 

H . ~~.Jr: 

r : 

H.I'.Jr: 

r: 

2 -

Don 't go •.iar Department on me now. 

I won't. 

Listen , Ed. I'm just tickled to dea th; 
I think I've go t the answer for t he British 
end I ' ve i nvited you t o be in nt }:00. 

All ri6ht, fi ne. I got the message. 

Yeah, I think i t' s all right. Jerome 1s 
comlng over. 

Good. 
}: 00. 

Well, I' ll talk to Huntington before 
I haven 't had a chance to see hlm yet. 

'llell , t hat was what I'm tryi ng to get over 
t o 'I ou. 

Yeah, I ge t 1 t . 

All right. 

Thanks . 
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B.JI.Jr: 

Operator: 

J!.K. Jr: 

Eel Foley: 

I!.K.Jr: 

F: 

l!.li.Jr: 

r: 

H. H.Jr: 

1': 

B.M.Jr: 

F: 

H.I!.Jr: 

,. 
II.M.Jr: 

P: 

Hello. 

Foley. 

Ed, tell me, ie the Vatican in or out or thie 
rrening order. 

Well , it'• out or the - (talke aeide ) - it'e 
out or the rreezing order but I think thet 
ve 1ll have to have eoae generel l ioeneee 
right ava7 beoauee aoet or their people vould 
have their balanooe rrozen beoauee the7 are 
Italian oitizene, you eee. 

But the Vatican ae euoh though •••••• 

The Vatican ae euoh ie out and then ve'll 
have to olarir7 it arter the order ia eigned. 

But, I mean, vhen it goee out they 'll be 
treated juet the aame ••••• 

101 

They'll be treated Juet the eame ae Yug?alavia 
and Portugal and Spain and Rueeia ••••• 

And a little bit better. 

And a little better, yeah. (Laughs). 

0. 1. 

Could John and I epeak t o you Juet a eeoond 
about th1e thing? 

John vho? 

Pehle and I. 

Bure. Come in. 

All right, thenke. 
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Dtan 
AchiiOn: 

H.K.Jrl 

B.K.Jr: 

.l: 

H.M.Jr' 

A: 

H.M.Jr! 

!I.I!.Jr : 

A: 

B.M.Jr: 

A: 

H.K.Jr: 

A: 

H.K.Jr: 

Yu, Dean. 

I epoke to Mr. Hull about the Bulsarian 
thln& and he eaid anrwa7 70u wanted to do it 
wae all right w1 th hla. 

All right. low, when do 70u think 7ou 11l 
haYt the other one rea47t 

Well, Bam1a HJI \hat we are goinc to etart 
here ae aoon ae rr.nt Shea oo••• and 1ta7 in 
1111ion untU we get 1t rea47 and w1 th tboee 
intiaidaUna word• I'• goinc to vol'lt on 1t 
and I think we'll get it raa47 toni&ht. 

Well, than we'd be rea47 to eboot it 1n the 
aorning. 

I think eo. Bernie knowe aore than I do about 
what ia in•olYed 1n thle. 

Well, -r orovd troa what I talked to thea 
about thla aorn1ng eeea to think that the7 can 
gU 1t rea47 durina thil attarnoon and tonight. 

Well, aa I MJ, Bernie thlnkl it oan be done 
and velll do narrthinc we oan to do u . 
Rae Mr. llull expraued anr doubut 

About getting 1t donet 

No, no, about doinc it all at onoe. 

About putting Bulgaria in with the othe~e? 

Yea. 

Oh, no. He Juet thought that 70u ought to 
treeu Bulgaria. He hal no idea how long it '• 
going to take to do the whole order. 

Well, I'a planning to have 1t rea47 at nine 
toaorrow aorn1ng. 
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H.M.Jr: 

A: 

S.N.Jr: 

A: 

S.N.Jr: 

Well, U' __.. Crt•-. ur'llllll ooae 11D, 
tlb1ola I 4oft'' aaUolpa'•t u4 we lholll411l' 
do U ~ I RPPOH we'a Ju' 10 all wUD 
Bulsaria eoparawel~. 

It .... whine ••••• 1n•ur.ountable and we oan't 
do it then we Will 10 ahH4, 711, but let'• 
tr:r awtull7 bard. 

Oh, :rea. Wall, I don't think there' l l be 
an:r t h1 ns troa Ul on the •• •••• 

Well , it lt ian't troa J OU it' ll be done. 

All ript, llr. 

O. lt . 
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21&6 P••• 

RE AID TO BRIT.UN 

Pruent: 

H. II. Jr I 

White : 

H.II.Jr : 

'llhi te : 

H.II.Jr: 

Illite: 

H.II.Jr: 

Ill'. Wrong 
Ill'. Pins en t 
Ill'. Stn&l"t 
... lhlte 
Ill'. Cochran 
Ill'. Phillips 
Ill'. Clark 

On adTice of counsel, in front ot the C&n&di&n 
representative I am not going to unburden ~­
aelt. 

Did you talk with the S.E.C. ? 

I oalled ott the meeting. 

.&t you didn't get their view? 

No. 
Well, I can repeat it in a sentence. 'ftlq felt 
that you ought to ftit before taking it up with 
the British until the7 had 1101'1 tiM to di8CUSI 
it. They thought of several obstacles, one p&r­
tioularlf that the7 thought ai.ght disturb you 
with respect to aoae ot these co~rationa 
getting in on the inside ot these large oo.­
panies and unaging tha in such a wq th&t it 
might haTe serious reperouaaione. They W&Dted 
more time to think over the aspeota. They did 
think that the listed securities might be 
handled that ""1r but thq wuted a little more 
tiu to handle it. 

lhen did you eee thea? 
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lhitel 

U.li.Jr: 

llhlte: 

H.ll. Jr: 

lhite: 

Stewart: 

H.li.Jr: 

Ste'ftrt: 

H.li.Jr: 

Cochran: 

U!,Jr: 

White: 

-a-

'It •re there about two hours, from about 
11:'30 to 1:30. 

I sent the message at 2:00 to call off the 
meeting. 

Ther must have thought it was a consequence 
of their conclusions. 

That is good, isn' t it? I am a mind reader, 
70u see . (Facetiousl7. ) 

The7 undoubtedlf thought that was a result, 
because that was whllt the7 reoOIDlll!nded, and I 
Just had time to come back in and tell 70u 
about it. 

What is it 70u do hope moatlr to get out of 
these men todar? 

Well, what I hoped to get out of them moat toda7 
is a reconciliation of figures as between the 
English and Canadians. 

Let Clark tell his atoey about what ther are 
doing and haw ther propose to do and so forth 
and so on. 

Yea. Now, this letter to Sir Edward Peacock, 
do I hand that to Pinaent or do I hand that to 
Phillips? 

I would I&J Pinsent, because it is addressed 
in care of the labas17. 

That is what I thought. 

Even 1! ther are unable to sell some of their 
securities, I still feel that ther can get cash 
IOIUhaw, 

Regraded Uclassified



o.Jl.Jr: 

White: 

H.JI.Jr: 

Tirong: 

H.II.Jr: 

Wrong: 

H.U.Jr : 

Phillips: 

H.LI.Jr: 

Phillips : 

H.li. Jr: 

Phillips: 

H.JJ.Jr: 
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- s -

I am not going to worry about it. I am going 
t o let them ~or~. 

I don' t know where, but they can get some , 

( Messrs, Phillips, Clark, Pinaent, and Wrong 
entered the conference. ) 

What are you, Charg6 here? 

No, the new minister ie arriving very shor tly, 
and I am coming back with hill. 

Have you been in Canada? 

Only for about a month. I only left England 
aft er the New Year, I have been in London for 
the last fifteen months or eo , 

Vlell, llr , Clark, Sir Frederick Phillips and I 
were talking about the bank balance of England, 
and in the course o£ the conversation he said 
he didn't know,just what Canada was thinking of 
doing, &81 between now and the first of July. 
Is that a good time? • 

That is a good time, air. 

Or between now and September? 

I know what they are thinking of doing, doing 
t he best they could for us, but we haven't 
gotten the figures, 

Well, ~ay you put it . 

That is quite right . 

I think the English people date their year f rom 
now until September, and if you would care to 
tell me - I mean, that was the idea of my invi-
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curk: 

H.I!.Jr: 

Clark: 

ll. l!.Jr : 

Clark: 

!l.ll.Jr: 

Clark: 

H.l.!.Jr: 

10? 

- 4-

tation. 

I see , 

I mean, because it affects the British Treasury, 
I mean, I don ' t know whether you are prepared 
to talk, 

Well, I didn't come prepared to do that. I 
would have to go back, I think, and consult m:r own 
government. As Sir Frederick has said, 
the general principle we have been following 
is to do the maximum which we can do by way of 
assistance to England, either b7 way of re­
patriation of securities or accumulation of 
sterling added on top of, superimposed upon, 
our own direct military program. Now for the 
second .year of war, we started out the fi rst -
for the first six months' period aiming at a 
hundred and fifty million. 1'/e have --

A hundred and fifty million what? 

Canadian dollars. We have done, I think it is 
about three hundred and twent1 million dollars 
alt ogether in that period, 

Of repatriation? 

Repatriation plus an accumulation of sterling, 
onl1 to - oh, I guess less than half of that 
amount , but it would be represented by repatria­
tion of securities . The normal process has been 
to accumul ate sterling until we were ready for a 
repatriation operation, which would be of sub­
stantial s1ze . I think the last repatriation 
job we did ~' sin Oct ober or November, and then 
since that t imG we have been accumulating 
sterling primarily. 

Well, I thought that 70u knew wh,y I wanted to 
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Phillips: 

Clark: 

fhilllpe : 

H.ll.Jr: 

Clark: 

l~ ... . 
108 

- 5-

aee you. 

Vi ell, I explained to Dr . Clark, air the 
difficulty in setti;g a figure simuite.neously 
for Canada and the United States, that we 
couldn't present you with a very clear pic­
ture until we had had some discussion with 
him as to the position of Canada. 

Yes . 

But I think you will see the position as we go 
on, sir. I think you will get the hang of it 
pretty quickly. 

All right. Please. 

Well, as I say, we have done about 320 million, 
I think, since - in the last six months. We 
didn't expect to be able to continue that rate. 
The fact lS that we are superimposing repatria­
tion or accumulation of sterling on tov of a 
major war job. Now, to give you some ldea of 
that, we introduced in the House of Commons the 
appropriation for the new fiscal year. That 
involved an expenditure of about one million -
one billion three hundred million against a 
program of a billion four hundred seventy-four 
million, representing our direct war effort . 

Well, to that billion 474 should be added about 
43S million of non-war expenditures. At that 
time, Jill minister counted about 400 million of 
repatriation for the year . Then you have 
certain essential municipal and provincial 
governmental expenditures. Well, if you add all 
those up together, you eet a total of something 
like 52 per cent, 52 or 53 per oent of the 
estimated national income of the country. 

Well, now, how much more we can add to that by 
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Phillips: 

Clark: 

H.l.l. Jr: 

Clark: 

1.09 

- 6 -

accumulation of sterling is - it ia a question. 
We want to stretch - we started up there with 
the as~ption that we will do absolutely the 
maximum and that we will not chisel on the 
extent to which our resources are used for the 
war effort . One way or another, we will do 
absolutely the maximum that can be done . 

Now, one element that has - a new element that 
has entered the picture since I have been down 
here is that the estimates of the British ex­
penditures in Canada in the next six months are 
larger than we previously had been assuming, and 
that will - that should have its effect on the 
national income that we have been counting on, 
and if we raise that national income, I think 
that we can increase the amount of repatriation, 
or rather, of assistance to the United Kingdom 
that we are doing. There is, on the basis of 
the present estimates , a very large gap to be 
made up for the next six months, while your 
estimated holdings in Canada are of the order 
of six hundred million - it is about that, isn't 
it? 

I think so. 

In the six months' period I don' t see how we 
could do all of that . You couldn't get that out 
of our econollij' added on to the other things we 
are doing. Vfe could go a considerable proportion 
of the way, how far I don ' t know. I had assumed 
that we would have a chance here to explore 
various possibilities of meeting that deficit. 

Well, how would you suegest you proceed? 

Well I am not so sure but the best way would be 
to h~ve Sir Frederick and ~self sit down with 
some of your officers and discuss it, Yr. Secre­
tary. 
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H.IJ.Jr: 

Phi llips: 

H.II. Jr: 

Clr.rk: 

H.U.Jr: 

Clark: 

Jl.L[, Jr: 

1.1.0 

- 7 -

It is entirely acceptable to me, I think that 
~ould be fine , Then when you have got some­
thing on a piece of paper - -

Well, I have got some figures worked out , sir, 
but they are no more gospel than anf other 
estimates made for the next six months. I 
think we can get an idea of the real magnitude 
of it - they are not very accurate. 

Well, for 'flhatever they are worth, but --

The best that can be done at the present time , 

But these three gentleman are available now. 

Well, I would apl>reciate the opportunity of 
talking to them 1n detail about these figures , 

Well, why don't you go do1111 to Dr. White ' s 
office e.nd sit d01m and talk. Shall we se.y, 
"go to it?" 
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H.!I.Jr: 

JlaJ'oh 3, 1941 

Sir Frederick Phlllipa at11ed behind to 
tell me that he had word from England that 
he was pretty sure that they were going to 
be able to borrow a hund.red •illion dollars 
ot the Belgian gold located in Canada. 

He said that if he didn't hear by tomorrow 
night, he would send another cable. 

I asked him to whom Sir Edward Peacock was 
responsible, and he said he thought the 
!mbaasador. 

I said, "How is he getting along?" 

"Well," he said, "he thought he would haTe 
something to show pretty soon on the Viscose 
Company, but," he said, "you are not halt 
as annoyed ae I am " and he said, "I know 
just how you feel,& and he gaTe me the 
impression that he didn't blame me for 
being upset with the extreme slowness of 
the progress or lack of progress of Sir 
Edward. Peacock. 
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W.110rad1111 to 1 

froat 

llaroh •• l!Ml 

Kr. Burr 'AJ.t• 

S.ereta17 »orceDthaD 

Slr r..aerlok Phllllp1 et.,.t behiDd 
to tell .. tll&t he h84 110rt f,.. ID&l..a that 
II• wu prettr allrl tll&t th•J .. ,. 101111 to 
w able to borrow a laadre4 allll• aollar• 
ot the llelcla col4 lo .. te4 l11 CllliU. 

Ill al14 that lf he 4141l't hear b7 
to.orrow 11lcht, he woula eell4 aother eablt. 

CopJ tot 

Kr. Merle CMhra 
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KeaoraD4ua t os 

rroa: 

llarob a, 1~1 

Kr. narrr rute 

S.eretar.r IIOr&eDt~u 

Sir Frederlot Pbi111pa at.,.C btbiDd 
t o tell •• that be W wor( ,,.. bc1aal that 
he WU prett7 IUJ'I that tbe7 Wert 101111 to 
be able to borrow a bWI4re4 a1111oll dollar• 
ot the Be1cia~~ co14 looate4 ill Ca~~a4a, 

Be aai4 that if be 4i41l't bear b7 
t o.orrow 11igbt, be woul4 atD4 a~~otber oable. 

Copr tos 

ltr, llerlt Coobra~~ 

1.13 
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TRKA8UIW DIIPANI I iNt' 

10 seoret&ry llorcantbau 

,_H. D. lh1h 

SubJect: ll&roh 3 Contarenoa on CanacU.an J:xobanga Problea 

Prennt: Sir rreder1oll: Phlll1p e and llr. P1Dunt tor the 
Br1t1eh, llr. Olarll: and llr. Wroq tor Canada, 
and Xeeere. Stewart, Coohran, Ooe and lh1ta 
t or t he 0, s. ~ .. eur:r. 

Xr. Clark e&1d tbd C&D&da expeohd 1n tbe tho&l :rear 
begiM1118 in AprU to atain an 1 &11 out• war attort and be 
prt1ented tigur .. troa a reoent budget aeuage t o ehow thd 
Wlder t bil prograa OanacU.an ~arnaenta would tr:r to oolleot 
about 56 p eroent or the )tau'on' • 1nooaa, llr. Clark bel1e•ed 
that Canada would eoon amauat Ua dollar exchange auete. 
Be pointed out that oontrar:r to the 1aprau1on wh1oh the U, s. 
Treaeury ae81D8d to ba•e, the United Ungdoa wae paying lit tle 
gold or U.s. dollars to Canada and that u •• not guaranh8ing 
in the future to pay any at all . He ea1d Chd in the lad 
au •ontbe1 tba Un1hd J:1ngcSc. bad bad a det1o1t ot t3go aU11on 
(Canadian ') With O&n&da, bad aet onl:r *60 a1111on (Canadian •> 
ot tbla in gold, and bad tor the r .. t g1Yen ehrl1J18 balance• 
and Canadian bonde. 

Sir Predar1cll: aa1d that the Br1Ueh axpeotad the d&t1oU 
ot tb8 Un1tad 1.1nc4aa n th ra11>eot to Canada t or the nan t our 
110ntba to be $385 alll1on (U.s~•> and thd although he waa 
not aay1ng that Canada would pt no gold , 1t wae clear that 
Brita1n could not ... t Canadian dat1cUe of th1a ugn1tude 
nth gold or u.s. dollara, In the courea ot t h e 41ecuee1on 
1t dneloped that the Canad1ane ara now 41eoarcU.ag the t1gur aa 
wbiob tbe Br1Ueh reoanU:r sa•• sacretar:r IIOJ'IeDthau reap80UJIC 
their bal ance of pa:raanh With Canada. 

Wr. Olarll: aell:ad tor adY1oa on bow Canada could aeet the 
approaching excbanga ~roblea. Ra proa1ead to euba1t more 
OO!IIplete t1gur .. &long the 11Dae of thou ginn ue by the 
Br1tieb, S1r l'ra4ar1oll: ea1d that be wae go1q to sugges t 
to the Secretary that Canada'• ordare 1.11 the United Stahl 
tor gooda to be prooaeaad 1n Canada and eant to the BrUUh 
eOUld be placed 41raotl:r b:r t he Br1Ueh Gonrnaant under the 

nd-Le&ee prograa, Be thought th11 would aoln onlJ part 
ot the problea, perhaps t o the extent of *100 111111011. 

Regraded Uclassified



- 2- Jlwid .. ot~ .... .... 
111r rre.S.r101t -• aeltld wbllher 111 new of Che f .. , 

tMt srtta111 •• not p&J'illlg gold or U, B. 4ollArl to Cu&aa 
u •• un.S.retood 1n the reoent d11nn1on, tbe Br1Uah Qo~era-
110, bad more gold •nd dollAr ae .. te t o a .. t 1h needG ~ ;,. 
th11 oounti'J'. 811' l'l'ederiolt r eplied that the Br1Ueh bad 
srow1ng t hi rd oountr7 needl &Dd that th11 avet retain a 
bal&nOe. 

In anewer t o qver1ee about t1guree ot Br1t11h gold 
bold1Dgl, llr. P1naent etated t hat t he reoent Br1t11h 
1
tateeent ot a.ed1ate aYaUable reaouroea included oD11 

tMt gold wb1ch ooul.d be 1aaed1atll1 eold 1n llew York. 
At enotber po111t 111 the conYeraation there waa raterence 
to the aeount ot l'l'ench gold 11hJ.oh reaa111e4 1.n CanacJ& 
naUible tor aw1tch1ng operatlona and 1t •• not u.S. 
clear whether all the newlJ-111ned gold •• be1q aold to 
tbe Uo1te4 Statea. 81r J're41r1olt alluded t o the 
probable unw1111agnen ot the Br1t1eh Gonrnaent t o 
und gold to th11 oountr1 111 an,.th1.ag bat batt111h1pa 
and to tbe taot t hat 1t woul.4 be d1tt1oul. t tor the 
Br1t11h to releaae battleahipa for th1a pvrpo11. 
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lAr ch 3 , l:J41 

-
S.oH\U7 lllall II\ ll1a preu ( l .. ~ 
oollt'ereaoe a t-. IIlah• •co 
\ ol4 \he 'bof• 11bat be t eYOI'e4 
• tl'ees1Jis orte eaa11le\ llal­
sarla. Aalrecl about o\ber uu 
•Uo•. 11e au tllet tile Stete 
Depen.ea\ ba4 lb'Oil OOIUIUOH­
Uoll to tbat •twr tro. Uae 
to t~ alll1 lla4 Mpol'ta4 1t• 
op11l1oa to ~ T'I'M•II17• e._ 

..... ... " 

1.16 
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lfu.rch 3, 1941 
3:55 p.m. 

tl7 

P.E FOREIGN FUiil~ CONTROL 

Present: 

E.:!.Jr: 

Kuhn: 

Scbarz: 

5.1.:.Jr: 

!.lr . Graves. 
!.lr. Kuhn 
!.:r. Schwarz 

I got word at five minutes past nine this 
mornin& that t hey wanted us to freeze Bulgaria. 
\'le have got this other order in the works, and 
I thought I 1vould do a little finagling and 
kind of hold it and do it all at the same time. 
So I told this to Dean Acheson and said to put 
it up to .l.!r . Hull. He said, "All right, let's 
do H all at once. \'lhy do two?" So he calls 
back and says .l.!r . Hull says that is all right. 
Then Hull holds a press conference and tells 
them he has turned this thing over to me . I 
don't knoll what they call tba t in the Tennessee 
mountains but up in the Hudson Valley they call 
it the double cross . 

I saw it on the ticker . 

The boys walked in and said, "l'lha t happened to 
the messenger?" 

Now what am I going to tell them with the 
foreign press here? I think just tel l them the 
truth that the banks are closed and we are 
watching it . So far, there is only one t:ans­
action of 20 thousand dollars from Bulgarla to 
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Scban: 

B.JI.Jr: 

B.ll.lr: 

Grana: 

Sclnrarz: 

KWm: 

Graves: 

Sclnrarz: 
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Yugoalaria. I will juet daplf RJ we han 
got the requeat , and we are working on 1 t and 
we will han acaethlng in the morning. 

You are sure we will have something? 

Oh, Jea, becauae I told hill if we didn ' t clear 
the other order we would do Bulgaria anJWa1 in 
the llOrning • 

Good. '!'bat 1a better. Juat hen aomethlng, 
without aqiDg what it ia . 

No, we will ha1'1 ecaething in the 11orning. 
Can JOU imagine the eo and so saying that? 
Well, JOU haven't got what I thought JOU would 
han. I thought, what hal'JI would there be in 
aimplJ aapng that we han prett7 well arrind 
at, lllongat ourselves what we thought - I 
would a&J after cona~tation with tlie Federal 
Resene Board, what we want, but in order to 
field test the thi.ng, we sent it out Friday to 
the presidents of 12 Federal Reserve banka to 
have a look at it and after all, how do we 
know what interest ratea would seem attractive 
in San Franciaco and Dallaa, and Kinneapolla? 
The only WIJ to find out 1a to sand out into 
the field, and I hope to have the thing set 
b7 the end of the week. 

I would adrlse against that. 

The7 will t-ediatel7 go to the Federal Reaene 
presidents. 

The7 will go to Elliott Thurston and get the 
etutf, JOU know. 

It 1e still in the studying department. 

It JOU are not sure whether the7 will talk--
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IJib: 

u.Jr: 
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I might explain what the tlrat part 11--

I .m not going to 11.7lng anrtbhg. Ther will 
have enough 1rl th the othel', 

• 
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llaroh S, 1941 
4:30 p.a. 

BE 1ID fO BRIT.UB 

Preaent: 

H.ll.Jr: 

llcClOJ: 

H.ll. Jr: 

Kr. Foley 
Kr. Cox 
Kr. Loc:larood 
Kr. Baclarorth 
Kr. Smith 
llr. lie Cloy 

The Stenotype ia a ney useful thing. We go 
back aametimea for two or three yeara. Doea 
it bother you? 

No. 

I can 1 t r81111111ber. I don 1 t bother to t1'7 to 
r81118111ber. There are ao UJI1 thlnge goillg em 
all day. 

Colonel Dowling took ae aaide one tiae and aaid," 
What are you going to do to proteot youJ'Ielt 
when you are investigated?" So I told hia. He 
eaid ttrou are all right. • Be aaid, "You are 
reali, goilut to be inveatigated. You might aa 
well know 11. • So he aaya, "Ban 7ou reall7 

lot a reoord?" and I aai~d "I have got a record." 
• aqa, ttrou are all ri t, • beoauae he rally 

had the jeb of innatiga ing all the O.Ocrate 
who caae in during the World •r. When they 
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JleCloy: 

8.1!. Jr: 

Foley: 

B.li.Jr: 

Foley: 

H.ll.Jr: 

• 2 -

get d01111 t~ th1a ailituy atutf • or UTthinf 
elee. And I nevw read 1 t except we have i 
all cross-referenced, and It is all filed and 
everything with ll'f librarian. But then these 
things come up, and the;y han happened two or 
three ;years ago, what about thia RxecutiTe 
order and that Executive order? and it is there 
and 1t is ver;r useful. 

Yea. Of course ;you are apt to sa;y thin£s in 
connecti~ - ;you are apt to say - I donTt think 
.that ie a good idea, just wban you are think­
ing out loud. 

I know, but there is only one copJ and it is 
in the safe . The man who always gets up and 
walks out of the room - not always, but usually, 
is Herbert Fels. It just infuriates him. Let's 
work. Harold Smith 1a always late anyway. 

All the changes are in two or three (referring 
to draft of H.R. 1776, 77th Congress) . That 
first change is merely transposing the language 
on linea 16, 17, and 18 down to line 25. The 
cOIIIlli. ttee iB going to do that aJ11Way. Vle are 
just facilitating this . That thing got in the 
wrong place. The committee put it in the wrong 
place. 

Tell me what - I don't want to read all this, 
Foley - what does it boll down to? 

Well, what we are dolnf here is saying that in 
addition to the limite ion of a billion three 
on appropriations that have been made at the 
time this act takes effect ·there will be 
further limitations. The ~efense articles ma;y 
be disposed of under authority of this statute 
here unleaa Congress in the appropriation acts 
prescribes a further limitation. 

They ma;y be what? 
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Foley: 

U!.Jr: 

Fole1: 

B.ll.Jr: 

FoleJ: 

B.ll.Jr : 

Foler: 

H.ll,Jr: 

Foley: 

B.li. Jr: 

l!cClo7: 

B.li.Jr: 

llcClo7: 

Fole7: 
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They may be disposed of. 

Say what you said before that . 

The. defense art icles to be paid for traa future 
appropriations may be disposed of under the 
Lease-Lend Bill unless in the appropriation 
acta Congress imposes restrictions . 

In other words, i! the7 don't do an,thing, it is 
all right . 

I t can all be disposed of . 

And the Df it waa before wu that unleaa 
Congreaa did samething, nothing could be die­
posed o!. 

That is it. 

Right? 

Right. 

Well, it is O.K. b.r me. 

Now, will Byrnes take that? 

That is something else. 

How about 70ur two boaaea? 

Well, Secretary Stimson said he still feels it 
ia unwise, of course, to make any restrictions, 
but if you ban to d.o eamething b7 way of a po­
liti cal campromiee on iti this ia all right, 
but it means that we wil have to make a fight 
on every appropr iation bill against anr restric­
tion which would be hampering British aid. 

You would have to do that anywar. 
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B.li.Jr: 

llcCloy: 

Lockwood: 

B.J.!.Jr: 

Lockwood: 

Polq: 

Pole;y: 

Jll'. Forreatal feela U.. ... ~. llat he teela 
JOU wou14 UTI to a 1t ...,., "ti!Miher roa 
han thla olaue 1a '-" or not. rue 1 0111r 
declaratol'T ot the law, he thiDka. 

I think ;rou would have to do it llll,}"ft;r. 

I think that ie probabl;r eo. We are going to 
have to go up thla Wedneeda;r. We han got a 
big bill, three billion eight, of which all 
but two or three hundred million h tor auppliea, 
all of which supplies, practically speaklu£, we 
want to han an.llable to switch to the aiCl of 
any countr;r whose defense 1a vital to ours. 
We went to - we would be willing to han a 
hundred percent restriction against the itema 
in that appropriation bil.l which relate to the 
maintenance of troops and barracks and what not, 
but as soon as you get talking about guns, we 
can't tell. We might ver;r well want to send 
over any particular ita, evel7 item in that 
program, to Great Britain. 

That bill won't be passed until after the Lease­
Land Bill, an;rwa;r, will it? 

You want to make sure about that because it was 
brought out it it is, then the 10 percent rule 
applies. 

That ie right. You han got a probla of tim­
ing there. 

I was tailing to Jack just before we c811le in 
here about what the efleot would be. 

(Kr. Hackworth entered the conference.) 

I was talking to Jaok as to the effect of the 
BJrd aaandment, and he aaya in eo tar as tha 
J.rJq ie concerned, the Byrd amendment goes in, 
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B.II.Jr: 
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and what the;r would do h to hide in the ap­
propriations to oarey out the Lease-Lend Bill 
most of the thinge that the;r need and the;r 
want to make available to Great Britain, In 
other words, if their nonnal requirement was 
five thousand fighters for next ;rear and the;r 
would want to get five thousand for Great 
Britain, if the Byrd amendment went in, the;r 
would ask for a thousand, for inatanoe, and 
under the - that would be under the regular 
appropriation, and then the;r would aak for 
nine thousand under the Lend-Lease . 

I think Kr. llcClo;r is a ney eaart gentlsan, 
but I don't think he is that aaart, that he 
can hide fin thousand airplanes . (Laughter) 

On the other hand, if the Bfrd amendment didn't 
go through, if they actuall;r needed five for 
themselves and five for the British, the{ would 
ask for ten for themselves, and the;r wou dn't 
ask for any under the Lend-Lease Bill. I think 
that is the effect of it . 

You see, what we are doing now, for instance -
we have got a land force projected of a million 
men. We are going to han ai'IU for them. The;r 
are going to be pretty well e<J..Uipped. Tbe;r are 
going to be able to reall;r figbt this au.1er. 
We are now going ahead with another one mil­
lion cen for our land ann;r, making a total of 
two million. But we won't ever call those 
second million, if we are not at war. What 
we want to do ia to create the capacit;r and 
the weapons for that two million force, and 
in order to create capaoit7, you have got to 
get airplanes and those airplanes, when we get 
them, will be uaelese to us unleaa we oan aend 
them over to England to maintain the defense 
of England, and that ia the veey thing that we 
are going up to Congress for now. 
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H.li.Jr: 

Sri th: 

Poley: 

l'cCloy: 

Fole;y: 

lleClo;y: 

Fol ey: 

l!cClo;y: 

H.Jl.Jr: 

S;:J. th: 

H.II.Jr: 

Hackworth: 

. -
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Well, I think it the7 take thie u a matter 
of strategy, I don't think it will be ao bad 
because I am not nearl1 eo worried about thi: 
as I am about the Ellender amendment. 

(Mr. Harold Smith entered the conference. ) 

Is this the swne or a revieion? 

This is the same, no changes. 

How do you figure that Lodge ie going to vote? 

Well, \~'e.lsh is against the bill. I figure 
Lodge is against the bill . 

Lodge told warshall this morning after a sea­
Ilion that we had with him that he was going to 
vote for the bill. 

lfe did? Well, he didn't vote for all the 
emasculating amendments, then because he was for 
that proposal of Taft's that the thing to do was 
to make a lump sum available to Great Britain 
and not to have this delegation of power. 

The1 talked about the Byrd amendment this morn­
ing. 

Are you (Smith) satisfied with this? 

Yes . 

Now, JOU are at a disadvantage, JOU and I , 
because we didn't meet with these people . 

J.!r . Hackworth, would you like to ask s<111e 
questions of the Director of the Budget? 

I will tell JOU my position. Since I wasn' t at 
the meeting JesterdAf, I am more or less in the 
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B.li.Jr: 

l!aeilror th: 

B.JI.Jr : 

Sm.i. th: 

H.l.I,Jr: 

KeelOJ: 

B.II.Jr: 

l!acborth: 

, _,_ 

roll todq ot oba•"••· J • not in a poai tion 
to tallt intelligentl.J 011 the eubjeot. 

Well, what I wanted waa to giYe ;you the oppor­
tunity to ask these gentleaen &D1 questions! 
and then we are 1aaetinf with Kr. HUll at 9: 5 
t0111orrow morn!ff• and thought ;you could get 
thh to Jlr. H tonight, anCl he wouldn't get 
it cold in the morning. 

Ylhan I read this OYer, if I han &D1 questions, 
I would like to. 

We will just walt while ;you read it now. We 
have got anough la117era around here . 

Did ;you take the bar eX811, Harold? 

No. 

You and I, we are just a couple of farmers. You 
see ~ lawyer has got in such shape he brings it 
in, and he sara, "Here, take it and like it; • 
and I aa;y, -rea, sir,• and that ends that argu­
mmt. 

What h a cllant tor? 

Just to l&f, "Yea, air.• 

Well, Kr. Secreta~, I don't see anfthing in 
here that would ae• to change the si tuation 
materially. I mar not understand these amend­
manta! but I don't see that the situation is 
mater all.J. changed except that ;you limit the 
amount that mar be turned oYer under exist~ 
appropriations and lean it to the dep&rtment ot 
the Government haTing control oYer these things 
to determine their value. I sn't that about the 
alae ot it? 
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llcClo;r: 

B.!l.Jr: 

Foley: 

H.li. Jr: 

Beckworth: 

Foley: 

- 8 -

That i a the first part or it. The second pert 
of it is the aeat of it . 

Can I put it in a TerJ crude way, the war it 
was explained, so that I can understand t? 
The way the Byrd amendment read was that unless 
a subsequent bill specifically said that a 
certain percentage could be allotted for l end­
lease purposes, none of it could be done. This 
says that it is all right to give all of it 
for lend-lease unless in an appropriation bill 
a limitation is set up. Is that right? 

That is right. 

Now, that is the difference. That is a verr 
important difference . 

Yes, I see . That is in the second part. 

That is right. The Drrd amendment hasn't been 
adopted yet, but this ia legislative strategy 
to head off the Byrd amendment. It has been 
explained to us by George that Byrd wants to 
put Congress on notice that unless in the sub­
sequent appropriations forthe ArmJ and the NayY 
thef speci fically deal with the amount of those 
art1cles that will be purchased with those ap­
propriations that may be made available to an­
other countrr, all of them could be maid avail­
able to another country and instead of putting 
it - instead of saying that none of the articles 
could be made available to another countrr, 
unless Congress specifically said in the ap­
propriation that a portion of tham could be made 
availa ble, which would be the effect of the Byrd 
amendment, this puts Congress on notice another 
nay and says that unless affirmative action is 
taken in the subsequent appropriation for the 
Al'lllf and the Navy, all of lt could be made 
ava1lable to another countrJ. 
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Raciworth: 

9n].th: 

Foley: 

9:11 th: 

Foley: 

Hackworth: 

H.lt..Jr: 

Cox: 

l!aclcworth: 

5.'-!.Jr : 

128 

- 9 -

Yea . 

And all of this, as I understand it, pertains 
to appropriations subsequent to the date of the 
adoption of the Lend-Lease Bill. 

And as to approf!!ations prior, there is a 
billion three 1 'tation. 

That is right. 

On the value that could .be made available. 

Here is the Byrd amendment, lir. Hackworth. 

Yes, this is the reverse. It seems to me 
questionable whether he will take it . 

\'/ell, from remarks that Senator George made, 
we thought that he would, at least that Byrnes 
would take it. I don't know whether Byrd would, 
but Byrnes would. Good luck. 

Thank you. 

(Yr. Cox left the conference.) 

Well, I don't see anythi.ng wrong with it myself. 

Then we will cut it short that we will all be 
at )ir , Hull's office at 9:15 tomorrow morning. 

Harold, have you got a few minutes you could 
talk with me? 

Smith: y ea. 
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Calendar No. 51 
17m CONGRESS H R 17 76 ,.,.s ... ro• • • 

[Report No. 45] 

IN THE SENA'fE OF THE UNITED STATES 

Faau.ur to, 19-U 

R .. d twice and ~!erred lD lhe Commit..,. on Foreign &lationo 

Fmao .. r 13, 19U 

R<JlOrttd by Mr. GIXlll<l«, wilb amtrrdmerrl& 

I Omit III .. IIIUittruclc: thi'Oillb aD4 tu.ert the pa.r1 prlut«t In ltai~J 

AN ACT 
Further to promote the defense of the United States, and for 

other purposes. 

Be it enacted by the Senare and Bouu of Represenla-

2 tivu of the United Stares of America in Congreu cwembled, 

3 That this Act may be cited as "An Act lA> Promote the 

4 Defense of the United States". 

j 

6 

7 

8 

9 

10 

St:o. 2. As used in this Act-

(a) The term "defense article" m ellll!l-

(1) Any weapon, munition, aircraft, vessel, or 

boat; 

(2) Any machinery, facility, tool, material, or 

supply nooessary for tbe manufacture, production, proo-
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1 easing, reptir, servicing, or operation ol 1J11 article 

2 described in tbis subsection; 

a (3) Any component matcrinl or part of or equip-

4 mcnt for 1111y article described in this subsection; 

5 ( 4) Any other commodity or lllticle lor defense. 

6 Such term "defense article" includes any article described 

7 in this subsection: Manufactured or procured punmant to 

8 seetion 3, or to which the United States or any foreign 

9 government bas or hereafter acquires title, possession, or 

10 control. 

ll (b) Tbe term "defense information" means any plan, 

12 specification, design, prototype, or information pertaining to 

18 any defunse article. 

14 Bro. S. (a) Notwithstanding the provisions of any 

16 other lAw, the President may, from time to time, when he 

16 deems it in the interest of national defense, t• ~ elml 

17 4o-...h~~ f4>+d. .,.. Mad• OVIJilid>k-O& ~IJ:4d&. are. fra»'-

18 4i>H&-I~t ~me-a~~tlwttiW- by-~uu, authorize the Secre-

19 tftry of War, the Secretary of the Navy, or the head 

20 of any other department or agency of tbe Government-

21 

22 

23 

:M 

211 

• 
( 1) To manufacture in arseno Is, factories, and ship-

' yards under. their jurisdiction, or otherwise procure, any 

defense article for the government of any country whose 
I 

defense the President deems vital to the defense of the 

United Stat.'to U.. ut.Qt to 'Obicb r.sa .... -'• .~ 
or CODQoacta .,.. tra. U.. to U.. autboriaecl b7 ~· 
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s 
(t) To 1811, tnmfer, exelwJr, 1-, lend, arolbtr­

wise diapoiMl of, to any snob government aay def­

artielc, but no defense article not m&nufactured or pro­

(•urod under parAgraph ( 1) shall in My way be dis­

posod of under this pamgmpb, except &Iter consultation 

"ith the Ohief of Staff of the Army or the Obief of N&val 

Ope111tions of the Navy, or both. The value of defense 

articles disposed of in any Wi\Y 110der authority of tliis 

9 pa111grapb, and procured from fundll heretofore appro-
n.e ftl• of eucb clefSDH 

10 vriated, shall not exceed .l,300,000,()()()(antolea aball be dater-
liT U.O beiiJ or th• cleputMnt or agency concern-.! or euch other clepe.rt-t 

ll (8) To test, inspect, prove, repair, outfit, reoona!--~ or 
officer aa 

12 tion, or otherwise to place in good working order ally aDd in the 
anner pro-

m defense article for anv such IZOverumonlfto t.he extent:!r Yidecl in the 
tuadt '"11'e •de anu&bJ.a or contt'acte a'fe troa U.. to t1• rulea aDd 

b)' <ff"""1
' (4) To communicate to any such government ahy ~=~ 

15 defenB& information, pertaining to any defenB& articiJe ;:tn:· .ntt 
pb ( ) • " CUI proc\nll 

16 furnished to sncb government under paragra 2 ·"' out of t1mc1e 
heraattar 

17 this subsection. -r approprlatad 
.., be db-

18 (5) To release for export any defenB& article :tO po8N ot 
lmder the 

19 any aueb government. r t authoritr of 
thie para.-

20 (b) The terms and conditions upon which any edel ~.:.~· 
2 r . "d th . d d ur;.. euch appro-1 ore1gn government receives any IU au onze on er s prietion 

~ acta or 
22 section (11.) shall be those which U1e Pre8ldent deefllliwtee Dr<rrld•••l 

to tbe ........ 
23 ~~atisfactory, and t:be benefit to the United 8~ may ~trary. 

24 paym~nt or repayment in k.ind or property. or any otHer 
-·· • 
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1 direct or indirect benefit wlllch tbe President deems 

2 sntisfactory. 

~ ++ >lri ll t ~r lfle ~- H+tl' **" lw...J m fltt:" ~ 
4 t>Wltf ,., ~ !!~itt~~; llfff'l' Jtttw *'lr -W4ll; f'*ffl-i!<e IH1y 

;, nf H... ,..,_ t' llllfi'I'F£ tl ~ <+~' joltll'!llltttt~ kt ''" ' '"' ·1 I i1111 ~ 

6 ll'li' o4t!ill -'+ !*""""" ~ t S I' rl j, •I'll H k't'ttlittttJ...J ~ ~ t"ijjt-

7 I~II'PI 11t f't'.~tltttiAII ~ l1ttlti 11 811.'11' t+f f.k;. ( 0l lll~l'l'oll'. ~~ 

10 wiflt fOIIf'l; 111:6''PFII!l1PAI fffllfif. ~ ~ -h ~ 

ll (c) .l{t1•r ./um• HO. 1!14.'1. nr llfti•t·th•· Jlll·~'llfJP of" 1'011· 

12 l'lll't'l'llt rl•{jl)/utiuu bg til e tu·o llt/11 . .,.,, lll'fm·r .} tlllf 80, .194.'1, 

l S 11'/t il'lt tlt·t"lnre.< thai the powet.< t'Otl{rrt·r:d /If/ or pur~uaul. to 

14 xult.<r!'liou ( fl) are 110 lo11ger III'CI'Mfll'!ftO fii'O'IIIIIIt• the defemre 

l~ of lilt' l'uit.,/8tatr.•. neitltn· tht• /'re.•idt•ut 110r thr l11·ad of any 

16 dt•fmrtmeut or agency .Jw/1 1rcrl'i"" any of the J)()ll'ers rxm-

17 fermi by or f/III'.<IUIIII to .<ub.<tV:IiOII (a); t.IX'epl that until 

18 .July 1. 1946. any of such flOWer.• may bt e.rl'rciscdlo the 

19 t'.rlru/ llt!'I'.<.;Or!J to corry 0111 (I Contract 01' OfJ"eement wit/1 

20 ~<twh 11 forrif/11 fJOI1Ct' llment ·made hi>fiJre ./ultt 1, 1.943, or 

21 f~t•furl' 1111' f'"·"llfjl ' 11f .<ltt/t I'OIII'Itl'l'CIII1'CSOfllliou, mf>iiJiter'f!l' j,, 

22 the ertrliet". 

28 (d) Nothing in this Art shnll bo constnted to author­

U i1.e or to pennit the authorization or oon,·oying vessels by 

25 nO\'ft] \'CS.<els or the Unit('() State;.. 
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1 (e) Nothing in this Act shall be con,tnted to authorize 

2 or to permit the authorization of the e.ntry of any A meriean 

:l ~esse] into a combat nrea. in violation of section 3 of the 

4 Neutra lity Act of 1939. 

r> St;o. 4. All contracts or agreements made for the dis-

li )>OSition of uny deft•nse urt icle tJr ddru~c iulonnnt ion pur-

7 stlllJlt to section 3 shall contain a clauM~ by wbirb tl1e foreign 

8 government undertakPs that it will not, without the consent 

9 ol the President, transfer title to or ~e~ion of such defense 

10 article or dPfcnse information by gift, sale, or otherwise, 

ll ur J•rnuit it:< usc hy anyoun uot Mil officer, ~lll]Jinyct•. or 

12 agent or such foreign government. 

13 SEo. 5. (a) The Secretary of War, tho Secreta ry of the 

14 Nnvy, or tho head of any other department or ogonoy of 

15 tho Government invo)Yed shall, when any such defense ani-

16 cle or Mfensc infom1ation is exported, immediately inlonn 

17 the depart1nent or agency designated by the President to 

18 administer section 6 of the Act ol July 2, 1940 (54 Stat. 

19 714) ' or the quantities, diameter. \'8 lue, tcmlS of disposi-

20 tion, and destination of the article lllld information so 

21 exported. 

22 (b) 'l'he President from lilllr to tinw, lout not less fre-

23 I)Uontly t.han once every ninety days, slwll transmit to the 

2-l C<!ngress 11 report of operations nnder 1 his A ct. except such 

25 infnm~ation ns he deem• inrompatihle with thr pnblio inlemt 
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1 to discl011e. Reports provided for under this •ubsection shall 

2 be t:mnsmitt~d to the Secretary of the Senate or tbe Clerk 

3 of the Hou~e of Representatives, as the case mny be, if the 

4 Scnntu or the Rouse of RoJlrosoutntiv!~, ns tho r.nse may he, 

5 ia not in session. 

6 Sao. 6. (a) There is hereby nurborized to be nppro­

J. priated from time oo time, out of any money in the Treasury 

8 not otherwise appropriated, such amounts as may be neces-

9 wy to carry out the provisions and accomplish tbe purposes 

10 of this Act. 

11 (b) All money and all property wltich is converted 

12 inoo money received under section S from any government 

lll. shall, with the approvnl of the Director of the Budgei, 

1{ revert to the respective appropriation or appropriations out 

15 of which funds were expended with respect to the defense 

1~ article or defense information for which such comiderstion 

17, is receh·ed, and shall he a vailnble for expenditure for the 

18 purpose for which such expended funds were appropriated 

18. by lAw, during the fiscal year in which such funds are 

20 rc~~i'"ed and the ensuing fiSI>ll ycnr; but in 110 event 8hall any 

21 funds .'IQ •·eceived be available for l'!rpcnditm·e after ·June 

~ 80, .1946. 

;13 SFJO. 7. Tbe Secretary of War, tl1o Secretory of tbe 

~ Navy, and the bead of the department or ngcncy shall in all 

211 contracts or agreements for the disposition of any defen~ 
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1 article or defellS6 iD!ormation fully protect lhe rights or all 

2 citizens of the United States who hM•e patent rights in and 

3 to any sucl1 article or illlormation which is hereby aulhorized 

4 to bo disposed of n,nd the p11yments collected for roy~tlties on 

G such pntcnts shill be paid to the owners Md holde.rs of such 

6 patents. 

7 St:c. 8. The Secretnrie~ of Wor uud of the Nnvy are 

8 hereby authorized to purcbnse or otherwise acquire arms, 

9 ammunition, and implements of war produced within the 

10 jttrisdiction of any country to which section 3 is applicable, 

11 wbcoovcr tho President deems such purchase or acquisition 

12 to be necessary in the interests of the defense of the Unit~d 

13 States. 

14 Soo. 9. The President ma.y, from time to time, promul· 

lli gate such rules and regulations as may be necessary and 

lG proper to carry out any of the provisions of this Act; and he 

li may exercise any power or authority conferred on him by 

18 this Act through such department, agency, or officer as be 

19 shill direct. 

Pa.•lscd tho House of Representatives February 8, 1941. 

Attest: SOUTH •rr.niBLr, 
0/erk. 

By H. NEWLIN :&lEG ILL. 
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a.M.Jr: 

operator: 

!larrY 
Kopk1nt: 

S.li.Jr: 

H: 

s.K.Jr. 

B: 

H.K.Jr: 

H: 

H.li.Jr: 

H: 

R.M.Jr: 

B: 

B.M.Jr: 

s: 
B.M.Jr: 

H: 

H.l!.Jr: 

B: 

B.M.Jr: 

HellO. 

Roplti~ . 

Hello. 
{In faleetto voioe) Barr,, bow are you? 

(Lauglla). 

Tlll.a ie Henr,. 

Go to bel.l! 

{Laugbe). 

A l ittle of tbat ia ver, tunny. 

What? 
A little of tbat ie very tunny. By God, 
you're getti ng under my alt1n now. 

(Laugba). Ob, am I' ReallY' 

(Laugba). Yeab. 

I aent Cox over to ••• you. Rae he come? 

Not yet. 
Vall, be'll be over tbere. TheY got th1e 
thing - they met in the morning with Harold 
and they all oaa• here with a l awyer troa 
State, War and Navy and •• got 1n agreement , 
and we're sending you over a copy. I thought 
you mi ght abO• it to the Preeldent tonight. 

How ia it golng to go wlth the leader•' 

Well, and Cox after he eee1 you ia go1ns to 
try to ••• Barltley, Byrne• and George tonight. 

Yet tonight. 

Yet tonight. We worlted bard. 
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s: 
B.I!.Jr: 

8: 

g,K.Jr! 

B: 

B.K.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

-e-

Cloo4. You 41dll 1 t ban a •••Un, wUh 11111. 

Ito, that'• eohe4uled at 9:15 toaorrow aol'llill8. 

With the Senatore? 

Wall,, at 9:15 with ua - I mean the Department• -
and at 10:00 o'clock With the Benatora. 

Do you reel a little better about it all? 

Juet th11 particular uendaent, 1t they'll 
taka it, th11 will do lt. But aa to the blll, 
I d.on 1 t ltnow wbat hal happened eo I don 1 t 
ltnow. Do you - anyth1nc on tbe bill' 

Well, I eaw Bob Jacltaon and be told ae be aaw 
Auetin laet nigbt and Auatln told h1a be 
tbougbt tbe bill waen 1 t going to paae tor a 
couple or weelte, wh1cb 11 bad newe. 

Well, nothing bee happened ae tar aa I'• 
concerned eince I've talked to you to cbeer 
you up - to cheer me up, and there you are. 

Yeah. All right, Henl"J. I'll ••• Oox. 

R1gbt. 
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B.M. Jr: 

Ar'bUI' 
PurY11: 

H,M.Jr: 

P: 

S.M. Jr: 

P: 

S.M. Jr: 

P: 

H.M.Jr: 

P: 

H.M.Jr: 

P: 

B.II. Jr: 

P: 

B.II .Jr: 

P: 

H.M.Jr: 

P: 

B.M.Jr; 

P: 

R.II .Jr: 

P· 

Good attemoon, Re111'7. 

Are :rou oalllna ••' 

Ytl, I VAl oalllng J'OU, Artbur Pur'f1e. 

Rigbt, BenJ'J' llorgentbau, Jr. 

(Laugbe l. RenJ'J', I ban bare a lUUe 'booklet 
whlob oo•ere not onl:r tbe appropr1at1one tor 
tba Ara1 and laTJ, but aleo t'lr the •c• clall 
ita••· 

Yea b. 

I would l1ke to g1Te tbat to :rou or better 
lt1ll I 1d l1ka to land it OTir to J'OU. 

Well, I 1 ~ aTa1lable. 

Arl JOU? 

Yeah1 I'a kind ot lone•o••· 
:rou 1n a week. 

All rigbt. Well, I 1ll CO.I OTir. 

RaTan 1 t llln JOU 1n a Wlek. 

Well, I tell rou, I 1Te been 1n bed tor two da71 
wub one ot tboee wretcbad 1nnuenu coldt. 

Ob, tor beaTen eaket! 

I ant to bed on fr14a7 aorn1ng and tta:red 
t11 1eeterdaJ eTen1ng. 

Well, I'll be - oan JOU get o•er in ten ainutee7 

lplend1d. I'll be tbere. 

RaTe JOU bad J'OUJ' tea 7et? 

lo, 

I'll baTt eoae tor :rou, 

!hank :rou Tti'J' aucb. 
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i.II.Jr: 

Operator: 

R.M.Jr: 

Jtllf 
Jonu: 

a.M.Jr: 

J: 

B.II.Jr: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

Hello. 

aeoretar, Jonee. 

Hello, Ju ... 

How're JOU gett1ns alonst 

I don't know. 

I want to eell 7ou eo•• Arkan .. e bonde. 
(Laupe). 

Well, I don't know. (Laua;he). You sot a 
wonderful prue on 1 t. 

Oh, I knew I'd set that. I'll be sett1ns that 
tor two aontbe. I knew that. 

Well, we bad 94- turn-1n on our retund1ns. 

94. 
Yeah, 98 on the notee and 89 on the bonde 
wb1oh 1a sood. 

Tbat 1 e t1ne. 

ao tba t' • all r1pt. 

We11
1 the bonda- the 7-9'• are sotnc sood 

aren t tbtJ. 

Yeah. !be7're sotns all rtsht. ao that'• all 
r11bt an4 we'll Juet k1n4 ot let 1t et .. er 
an4 .. ,be at the en4 ot the week or next week 
we 1ll talk to 7ou about .. ,be setttnc a l1ttle 
mone7 tQ%' JOU. 

Well, that'• wbat I wae gotns to aek 7ou 
'llllen JOU ba4 1n 111n4 beoauee 1t we aalte &nJ 
ot theee Arkaneaa bonde aYa1lable tor the 
preeent owner• we'll ban to be working on 
1t w1tb JOU 1n the next week or 7 or S 4a7•· 
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s.H.Jr: 

J: 

H.K.Jr: 

J: 

H.!I.Jr: 

J: 

H.K.Jr: 

J: 

H.H.Jr: 

J: 

H.H,Jr: 

J: 

- 2 -

Vdl, wb1 4on 1 t JOU ban - Dan wlll be back 
VednndaJ; I ordered h1• to take ott two daJ• -
hive JOUI' tallow- wblt'e h1a na.et 

Mulligan. 

Have Mulligan get in touoh with hia Vedneada7 
or Thureday. How will that bet 

That'll be tine, and about when do you think 
it ought to be done? 

Well, I don't know. I'd want to talk it over 
with Dan too. Certainly not thil ~eek but •..• 

Maybe the early part ot nut week. 

Yeah. I Juet don't know, I 1d have to do a 
little talking but it Mulligan would oontaot 
Dan, aay, Wednesday· or 1'huraday, they we'll 
put our mind• to it. 

0. K. 

How' a that? 

That'll be tine. 

O.K. 

Thank I. 
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Pruent: )(r. Folo1 
Xr. White 
Xr. ICuhn 

Jlaroh a,~ 

6:<l5 p.a. 

Xr. Bel"'latel.n 
Xr. Sohwe.rz 

1!11 Jr: Well, it didn't work (Laughter). 

The Pruident said he isn't going to take ~ .. 110randua 
!roa Cordell Bull through u. It ahould oome direct froa the 
State Department through the re~ule.r channele he aaid, and be 
nnh the Seorett.rT of State • a ini tiala end lline on the Exeou­
the Order before be signs it. He saidt "What dou that mean?" 
I said, "I don't know, • and then he u.i<l, "I want an agreement. 
I want hi a name on it. • 

White: Well, I guess that we better go through with 
Bulgariit!ien. 

l!ll Jr: That' a what the Germane are doing (laughter). 

White: That'a prett1 good. Ia it the firat tiae 1ou 
said tbatT 

Bll Jr: Of course it • a the first time. How could I get 
the repartee? That re;;hda u of rq friend1 Kathan Straua. 
EYeey tiae I a~ u,thing witt, to h1a be uwqa aqa, "Ia · 
that original?" 

Of course, I think the President ia perfectl7 right, 
llld I htve been eqing right along - aqing to the President -
this is the wq he wants the thing. He wants ua to agree. 

!!!ll!_: That' a right. 

Bernateina icbeaon feels Tery unhappy. Be kept saying 
se•eral tLiea what a terrible bot spot be waa ln. I guess be 
•111ted zu to appreciate it. 
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FSley: He thought he wu 111 the cl ear and be ao 1Ddicated 
to the eoret&r,y thia aorn1Dg. 

Bernstein: fie didn't know thla ••• going t o happen, 
Apparently there is a conflict or Tlewa in the State Department . 

(At thia point HN Jr talked to Robert J ackson on the 
telephone and the following is HY J r' a end of the conver sat ion: ) . 

"I talked with the President and read him this and 
told him of my conver sation with ,you. He said ' Wh;y do I 
get a aemorand1111 from the Secretar;y or State through ;rou'l ' 
So I said, 'Well, Dean Acheson gave i t to ua and Hull gaTe 
it to him. 1 The President said, 'Well, I 'a not going t o take 
it. I aalced that ;you and Bob Jackson and Bull get together 
aod do aOlllething.' Then he said, ' Send it back to the 
State Department. What does that mean'l' and I said, 'I reall;y 
don' t !mow. ' 

"I don ' t blRme the President. I think he is right. 

"llo I think i t ia hard on Dean Acheson because he bas 
tried hard, but I am going to send it back immediately to 
lcheson. And the President t old me thia - that before he 
aigns lilY Executive Order be wants Hull , yourself and m,e 
to initial it. I think what we will do is to go ahead and 
do Bulgaria. Have ;you signed that? 

"Well, where could the bo;ys reach ,you'l 

"You will be at home. How long? 

'I can ' t . I ' m due at Hull's office at 9 :15 tomorrow. 

"Yea. On this lend- lease bill. 

"I am going to ask Hull first to s ign the Executive 
Order on Bulgaria and then I will sign it, and if you will 
leave word with the awl t chboard where the boys could r each 
you so that you coul d s i gn i t - have you a oopy ot i t? 

(Foley told HM Jr it was the same as all the other 
orders . ) 
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'Oh, Foley aqa 1t 1a juat tha ..... Til, FoleJ IJIAl 
Bernstein are here • 

'Bas Townsend got a oopy of it'1 

143 

(Fole{ again mentioned to HK Jr that it wae the aaae 
order only hat the 'name "Bulgaria" h ueed. Foley also aaid 
that Tonsend doeen't have a copy of it.) 

'Yes, we can get a copy of it to Townsend. 

'Pardon 'I 

.,ell, the President won't sign it unleee your n ... 
il on it. 

"TOW!Isend can sign iU 

"You will tell Townsend. Well1 that ' • all right. Well , 
I'm going to insist that Bull sign it firat . 

"Thank you. Thank you. • 

BW Jr: Well, that's that. Now you boy• can go to work • 

•••••••• 
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THil .llCitllTARY 

Memorandum for the President 

I bave eJWilined the dra1't of the 

pi'Opoaed executive order ._.,,ng #8389 

o! April 10, 1940 , and 1 t 1a Jtq op1n1on 

tllat the p:::u;eeoi draft meets and co!llpl1ee 

lith :rour reoent order or memor andUIII 

to the Seoretarr of the Trealllll"J, the 

Attome:r General, and the Secret&r'J or 

State, directing action along theee lines . 

You of couree are aware or the doubte 

ID4 Jdac1vin8• I han expressed during 

Pllt weeka u to the proposed aotion, but 

uow that you ban decided the -tter I 

lhall oheorful17 do ~~q part 1n C&rr'Jl.ng 

out Jour 1natruot1ona. 1{-c .. 
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(t) ,_... ''llel .......... nlu I ...Wilt--lit 

Wlal ..... _. ..... ia ... ...... Iii ... p ., .. 11'111.1111111, :::,..... s.A•"-• .... , '--I~ , .. U. OJ. _. • I 'e-
"""' ~ attoa\IM U til' .... to U. ......... el' I ltl 
- ....... ,... \l8t .. \l8t '--"- &-» 

...u•lJO.;.J. Hcw· w"••U.. fw u-... to ....... Sa .., __.u.a 'til_.. .. ia _.,., 1 01' I el * owtar allall 
.,. tilt' 1a vt.pUIA .. trl._ t.M r...n1 lie- 11M or * 41N1ft 
" lilt ~ ... ... ao.dMIO'I• el \ be t.riter)' oor po_ ...... 
o! 1M llftl\od 11\t. ... l.a wlolth ..... ,.,,_, ............. hl• prlMS.. 
pol~ ot lNAilMtl 0111 ,.....ll-1 oftlee • ......,, • 1t \ht opp1s.. 
.... 1111 M 1-.1 .... 1 SS1 Olt ....... ,-1 ,a. tf llul- Ol' priMs.. 
pol otflat • • ...., la • r ' 11 .. _ •• ~ or a Wrt_, • 
ptHHU.. of • QUW ~ .._ trl'll * r...n1 lie•- 1oa1t 
ot .,. ron • \Ill r...u •• •• t.k of ._ '"-'-· ~~ .. u... t .. ., M I'M'tpe4 tna .., r...n1 II OC ..... , \M Ooii"M~ -
._ 0='"1...- ot a Wrl\ol7., pe11trrt• ot U. ldW ... ._, 
., 1M -.\017 of * bo It ... ., ... ~ a.o. 1'11t ~ el 
... .,.U.a\la lliooU lit e I ........ ea'll W... .. om-
~to~ ...... , • 1t ••• ............ tf \lie QUW 
....... , Wore • 4tpl-U.. • ·n 1w o.rn... of U. lalW SM-.. 
!!It lfPl,_ tMU '-1~ .... twttm W..'IM u tball lit ,.._ 
~ or lola 'IJr .a. •••••kiT of t.M 1r' 1 • \Ill re6tnl ~~a­
-., o\loor ....... a\ wlol • ._ tppllMUoe IJI ~. Ll-- wU1 
'It ,...,. "" ""' Ill •kiT tf * '""-Ft M\laC ~ or ~·• .., ottt.t.t or .....-.. ..,., •..,. ted ..... , ... "".a. r I 111 
__... lloo!U, ..._. la nurl· - wt..- nA r pla\&Gu, nllap, 
... ~ u \M t 11n'-1 of \M ,...._,. .:t hoe tiM v 
u.. ,....o., la ......... - e!e ••• of ...... t.llll 11114..., of 
\1111 "-'-7 -. ..._ '"• ftlll ft' a1 It us a.k or otlwr ..-r 
., G~a .. •PI'liJia•* a. ~ wt.11 ..-n• .a. •Pill,.... .r .a. 
~ ntptrt''ll \lie ~ \t-·• torr ~·• wt" t 11 
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fnreP't4 Plf•J,t!e p( 1 11"i1 !mltJ= Je'ef llr 

Jrie•l• o ( !reee'R' o.vtJ. 

It 1a ua~ tllat. t.ho f'abrio of' t.he ..rrnt. f'l' .. <n1 0011t.ro1 
\tcaiCI,.. u Ml>o41e4 1a oat.et."Dcllns ,._.,. lio-, ,._u 1'111111p, 
a-r-J. autbodsatJ.ou t.o t.be Federa1 a.- leaD, aa4 1a 1arp ~ 
~ pri.Jioipl.ea pl41al t.ho u.- owrea\lT of' u-, rill -
.Uwte tllo nliAlo• of' ...t.oDde4 OOIIt.rolo !b.la 1 .... 1a, u.-
r .. , oootina4 t.o ..sdit.icDa1 -t.t.ore 'llldoh 1t. 1a rou wald ..,.. t.o • 
t.ol\ llit.h 1 lliat.el;re 

(1) low ,-a1 lie-. 

(~) ,.,wat. of' cort.a1a cboclal, 4raf't.a, at.o. 
(u) .,.. .. inc ac-t.e of' Vnit.ed llt.at.oa tan~ 

.. nioo of'ticoro. 
(o) r.;,-t. or pqrolJ. oxpeu•• 'buOd - practiooa 

1a reC4111t. porio4. 
(d) Proo1al ott1cia1 aCCOW>t.a of Tat.ioen Cit.J State. 

(2) low pDOra1 aut.horisat.ic.ao 

(a) To 1a.,. 11- - oir-tanooa ro(!uiro 
~a\e actiCilo 

(b) To 1- lie•- t.o panoit. 0011u-ce ot b.-1-
- operat.i- $ ''nl f\at.hOr at.ud.T or oaoh 
~~-..... (o) fo panoit. Vautaro • ._. bloolood ..-t.e 1a 

t.he- -· (d) fo pcsit. parebUO &114 aalo ot Uat.ad .. cllt'it.iM 
enol .. eurtt.iea 1anod bJ r.doral, at.at.e enol 
loca1 ~t.e. 

~ tOHcoi.Qc pDOra1 aut.horiaat.ic.a dll M ua..t t.o t11a ... I orlr. 
Moral a.- 8aalr. &114 t.o ootbC' ,......,. ....... lenlal t.o tlla ext.ont. 
that 1t appoua -Har7· 

{3) Poreip 'btmlal. 

fbara are a ..-bar or Italian &114 8111• banlal, principallT 
1A ._ lark, 'llldoll w1ll. M 1 lliat.al.r aftaot.ed• At. laut. 1a t.be -
ot- or t.ha .. bonlal, 1t t.ho ,.....U lie .... 1a 1M\ 1 Uat.el;r !MMd, 
it wUl DOCN&it.at.a t.be cloeJn& of \be bank. M-11acJTt t• \be ~ !: lo1J.oorin& c- lllooald - \Ual Grant t.Mao ...... ,.....,. u­
u ell will pat tbea 1a t.he - pait.ic. u ~- -.a. 11o1111a __.-.1 
-will, ot _ .. , aot. panoit. tho 81r1N enol It.alia banD t.o ,., 
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Ill~ 'Mlall~ to bl.oob4 oaU~ or clo -.rtiWic elM, u, tor 
..,.._, r•it _..,. to • blooU4 arM llhi* -u DOt 'M ._ 111r a 

Aari- 'Milk. Set up a p-oll() .S.r tile ·~ et tile Jlod: 
....s-r at the r.cs.ru Ja...-.e IDk ot ... tort. ~ JI'OIIP w111 poa 
..,. ar .ora re~Ure 1a MOb of tile lllriaa _. Ita11aa buD to 

fiiPI"i .. the tr_oU ... ot alMIII bub M4 to atop flfiT u--otJ.ca 
DOt C<lliUWilt with the purpoeo ot tile bacutin Ck-4er. 'l'bia a:roup 

wooild &1M obta1A 1 ~lato and ocapleto reporto with reapeot to tile 

~ ot ~ 8lrUa 8114 It.al.Ua 'bub, parliOlllarlJ U..... uaeta that. 

coold 'M r...silT diapoeed et wit.loooat. _. ~led&e, t.ll4 ab approsidata 

.,...,..._t.a for )!old1al IIIICb .... to 1a a fora that tboJ coal4 DOt. 'M 

~4 ot without ~ladp. The lllriaa ud It.allaa bU11ao wiU, ot 

-· 'M ..sa to 'IIDIIarat.aJI4 that IIDleaa thq cooperate full;( thair 
11- wiU 'M ~oDd aD4 other appropriat.a act.ioa t.u.a. 1e are 

alreodJWIIZ'IdJI& IIi t.h the ... York Pocleral tor aot.t.lal ap 81ICb • 

orguhaUca CGDaiatiAI ot baDk eznl..,.a flo- the ~raJ. Beaern ~~oak, 

Coapb'ollu ot the CllrreDGT'• otN.oo .,.d the •- York stoto Jeolr1nc 

Doport.aeot, l'llople full;( faa1Her with PoroiiD ""48 Cotat.rol w1U 

.a. 'IOrt with thia JI'OIIP• It. ~ 'M tbet. the r . B. I. w1U a1.ao ....,, their 

,._,...u.,.. to -lc with tbia 11'0111• 

(4) ClarifioatiOD ot ox1at.1Dc ada!.niavatln Pl'•-'lnca. 

ror - u- wa ban bee oorlciDc .., • .,.. a-ral rullnc 
which 11111 detiM oert.a1a tuu 1a such a ......,... u to fecllitato the 

~V&tiOD of trMaiq -trol both ~ the po.lllt ot Ti- ot the 

cm._t t.ll4 ot tho pal>llc. ID tble -•et.10111 •• ba'ro alae oorlaod 

011 rnlalcoa of - ot tile :lllportoDt. 011tot&Dd.lJII ls-.••· It. OCIIIld 

- pntvable, 'Mforo actual.JT 1aA1q -· to ctn oorto.lJI ot tile 
~t. priftto 'bub wbo ban CQDaldoi'Ulo act1Tit.1 .. .lJI -uc. 
ntb rr..atnc o.t.rol probleM a f- c~qa' opportlalt;r to ataq tile 

propowd ohaqoa M4 Mica auqeaUODao 

(S) Sllit.Mrlud. a.. • • 8114a attacbM. 

(6) llr:peuea for di~tio 8114 co....wr MrTi-. 
Prea-b)T wa will lot Mcb bloclced -tiT ba'rl obatenr 

1t sw.t .. it Mod. tor INCh }llll'POMS• Reports nu, ot OCIW'ae , 'M t1lod 

&114 c:llooolaod 'b7 the Oalorti-t. to - tbat. tile -to are r e-obloo 

(7) P.-.lhlt;r. fo be 41•-... • 
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1 'fN&~ .ur ta~Ut.S.C • i&'opaeed .-1 lle•ne dl1 
porllit 

1. PotJIOGt into \M ~aDil uaawh. 

1. Dtbitil>l blooD4 accoo.aate tor oert.a1A Mplr1n1 ollar .... 

c. papiDt ot o..tt.in M....,..,'nl obecka d 4ntt.l• 

o. (1) 8ele ot Uet.4 Mcnri\iel aD4 o~t1ou ot Oa1W 
st.ltll, .tat.•• aD4 ~ ~·· 

(U) ·~• u-- will be laned t.o 8w1a1 'ee"'•l 
ini\1\Giou 4oinl llueiMII 1a \M OIUW 8t.et.N 
wb1cb w1ll -bll U.. t.o lq- woh -11l'it.1•• tftlr 
8will acooae. 

1. rq.onte t.o the OD.lt.ed St.et.llo 

f, l'urob&ll an4 llle ot o~lt.lae Mural oontraote. 

a. P&188Dte tor Urine an4 tra'felin& •XJ*IM• in the 
11n1t..s sut... · 

11. 1o11111 t.o eate 4epoelt 'bcll>d 'IIIIMr o..taill oca41t1ou. 

I, Tbe ~\iGD o! Swlaa 'eDka 1a tbe OIUW statal oa t.lll 
- Mala .. ~ 'IIIIIU with Gotw-at ,.,.. r rtet.iftl 
• tbe pl"lrd- t.o obell< -h trene&atlAD, eta. h 1d.U _.. 
to esple.la t.o tbe Swill 11111r w .... UW.til>l tbee utrw a1T 
t.llle ot.berr llloo'*' 'eaD Ulrie tbe B~D~• JelCI,.... l'ltl&CC 
ftioh lru • ...-u Uo .... 

J . s-it'- t.o Sor1t_.l.en4 tor eapporl purpo eo•· 

U •ttera to be dMlt with ":r epeoltlo Uoene••• 

1. loc- Ueto4 aoouritlea aD4 1nnet-"'• ot'llllr t lea in .. ouritiee. 
Lioenc .. will be pws\14 1a epeoi.flo -• 1t tbe trueeats.one 
.... lelltleete ~ tire point. ot new ot tire OrUI'· 

B. E:lporte to ...S iJrp:lrte rr- Sor1t_.l.en4. 
L1oeue1 will be p-mRe4 eltbei' • e epeoltia or ~ 
beell Wberl w .... eetletled t.lret tiiiH 1a e • &x1e ~~ 
an4 pa-bepe ...., 1t tbei'e 1a 1111 llde iat-'• 11191&1 1\ t.o 
tbe llr1Ueh llloo'lllnde t.o t.e'llln ou- ot \be -'\ell'• 
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........... w• ·r .-.,..s.- ta t.lle 11a1W Mrhro 
.,.. .m 1le linD u.-a ~to ..U.S.C u-•• ,tna \o bl.eoiDid 'lluiMM ~· D _, lie, 
u tJUcll 4..,r lop, t.lat w w1ll w1llla w pa Cloiw 1 
re!".-te\iYII iaW - f4 Rilla iaft1t.ll\iou u4 W reqw.r. _. exteu1ft repartr or ~ Ullll.t t.11e 
lioelll .,...w t.o t.!.a. !hS.a w1ll .. putinlar~ trw 
with ... IJ)Ht. io ctq l""h Sriee NWII eat~ 'lll1ola 
11 ut.Sac t or • -. bellall t4 the lxl.a. 

o. t: rc ~ -.. blooiiM en.. ao~ t.o 11110\lliP'. 
thil wUl. be ol.Mr~ penlt.t.ecl U t.lle tnuf_. .,.. ia 

tilt - -· II the traut•r ..,. 110\ ia tile - -it wUJ. tanl CD tile faot.l f4 the ·-· r ... _,..,., W -u_ 
G0>t ~ a U..M wbicla -a .-nit \lie tnuf• bla a 
bl.oob4 llw1N ao-' t.o tile Swlal c..t.ra1 a-It, tile rftMt 
of 1lhl.<lb will be io eaabla .. a.- baYSac t.4r ia tb11 
cOIIIltrr 1A a 8w1H aoo cat. t.o obtaia S.S..r b'A4I u.rot ... 
IID4 t-...n• bo able t.o WiW L \bo lllr1la flouor 1At.o o\Mr 
cw:-1••• It, lluwtw, a~ llorial •Uoaal baYiiiC 
4ol.lar tlD1I DH4r 8w1H tra~>or r ... ~ orpital 1A 
8witMrland or t,;r UYin& a:peuor tt.n, we wwl4 uo­
tlle ~t• t.o t.lae Swlal aoawa1 !IMk. 
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Dt.x' Cochran, 

JII!lll--.usll, 

lWIIIDO'l'OI, D. C. 

llaroh Jr4, 1941 

1 baT• 110v rece1n4 troa X.OIIA01> a repl7 
to wr ea.ql11r7 aa ~o \lot l>aall ot oo11p0o1Uoa ot ~ll• 
1hh of .. avulee 1>tl1tft4 " loan fallea la~o •­
loao4o, vh1oh 1 haft -• 701l a\ ,....tov.o ~lata , \lot laat 
'otl.ac oa. \lot 27th of J-r. 

!boa repl7 awtt \bat a preoo aoUce vaa 
h11L14 a\ \lot reqa.eat of \lot llr1Uab !rtatv.r)' at ,..,. 
oa.A ot J- 19li0 1aT1\lac \lot po'bl1c to forvar4 to \lot 
Jaalt of IDC].aa4 par\1C'lllart ot awr 1>tartr teavut .. 
whloh tht)' 1>tl1tft4 b&4 fallta UQ tlliWf b&IIAI. A 
clrcv.lar vaa alto &44:Nott4 to 'baa.ko aliA 'baakllr o 1n tlo• 
IJa.l h4 X111&4oa 'b;r \b& Baal< ot hclaa.4 Oil \hi 28\h ot 
JW1t 194c. A oop:r ot \hit olrov.lar 11 011 lh va:r froa 

ID&].8J14, 

lou v1ll ttt , therefore, t b&t the toto~ 
Uoa rect1TI4 1o re11-'l•, \~ U 1o 110t m.w>UTI. 

Tov.ro t1aotr•l7, 

(S1pt4) ll. J. St optor4 

Kr. Merle Ccchraa, 
looa 279, 
II. S. 'fraatv.r)' Dtpar-a~. 
Yaahtactoa, D. C, 

16511"' 
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SKrtWT of 8\ate, 

Yaahla&toa. 

1JOS, UdM. 

r or !reant'7• 

PLlD 

Lo114oa 

:DaW ICaroh }, 1~1 

lleo111. }130 p.a. 

\!U Jrltloh !ro&Rr7 order baa aow boo.n lt.,.... aM1a& 

to tho otor11a& area Jr.nch ~lr• torrltorlll 1lltoll la the 

•bauy1 1 no. 1308 of ICaroh 27, 6 P• •• 81>4 aho Ioelai>A aD4 

\be 1111'01 hlai>A•· A baalt»i oonnralo11 t rauaotlon tor tho 

ollclblo -...iolpal1oal11 ( aee •bao•T'• no. 1082 llatell 

111\rcb 19) lt bolDC worked. out, a }-1/2 per oont 1onc-tera 

loan at par belDC e>;pOOtoll ..., t.he .... a t, wl\h relleapiloa 

noUooo on ~ 1 of three or olz aonUla eocor<lla& to orlciDAl 

loa11 proapoctuaee. 

YIIIAft 

OIIB 

lhl oow 

1.71. 
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I 
~reaeury Depar~ent 

Division of Monetary Research 

Due Karch 6 19 

to: Secretar7 Morgen tbau 

This ie a brief account 

ot the •subroga ted aecuritlea• 

epi sode which took place 

during the last war. 

In vlew or current dls-

cuaaiona I think you will be 

interested i n reading the 

liB. 11111'1'11 
"\ Branch 20:>8 - 80011 214t 
~·~~ ----------
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TREASURY DEPARTMENT 

,_. .,. . x..-.. aao1 111r. IIMMrcl 

,., .. t, Sllbrocated -"U• 

DATC JIU'U ,31 1')41 

,.,1 M 1 nl.ue aboat 

t)OO,OOO,OOO) 11h1cb eit.M:r _.. - br tba .BriUah Ooni r\ or W 
'lo.-1ct t.he Br1Ueh GcHww.- 111r 1\e DiU.- upGD OC"\a1a aa4...,. .. ..,,,.. 

ao to U..ir ratura. 

Tb• aeouriU• ,_ pled&ecl aaol c!ApDai\ecl lilr t.he BriUab Ooow t 
ritll tho Bcll<era tru\ CGI!pllllf .. tru\ee allllW' a tn.ot ava-t dated 

hlnll7 1, 1917. !be toru\ acr••am prcrrl4ecl \bat• 

(l) Br1t&1a ll1cb\ ptopqrt.i-t.alT witbdrD t1>a collat.aNJ. H<niZ"lV 
oo dopoei tecl .. t1>a ...w. ..... pa14 or nrrllllll eel ror __..1oDJ 

(2) 1A oaaa ot .BriUU rau.ra \D P1iJ wile d'ole, tM DOllat.aN.l 

IIOu:rilif lli&ht 'be aol4 aao1 tba prooaecla ot 1111Gb aalAe applied \D tM ~ 

-t of the da'b\J 

(3) U.O pled&ecl .....ttl• ll1cb\ ba raleUecl ..,_ tM Rba\1\oUa 

ot olllar HOU'iU.. ot t1>a - I""P ~or &qiiU ...... w ...u. •• 

1'ba S.ON\&17 ot tM Tr-U7- aa\1at1ecl \111.\ \Ill. 1a- ORl4 
bt rat~mot&d "1'011 ov ....uw 111 tile a1.aUJtC a1-\1oD calT a\ a raw ot 
iaWaet oo hip Ulll -eel 1i!r .. IJ'N\ M -\ ot colla\W'al .. wal.cl 
CNnl,r 1llpaiJo U.O oreclit ot oreat .Br1t&1a acl tba abUiV or tM tadted 

St&tao to carry tllr...P --IIN.l;r 1\a - f! n•ne'"l• 

Dl u.... ou-u. .. , ... 'l'J'-..1Ir7 -ted \D tM -~~~r ... 
Bril.lah a... , ot "'....,. .. ,_,. u ...- _.. 192,000,000 •iariV ot 

~ 1, 19U. Bull aaa•t- p.,.., bootawa, ..,_ 1M ...,...•t.and''IC 
-t tile tadtecl haW. Trauu7 haft tile f'11h\ ot nhroi&UOD \D t.ba 

IOOu:ritiao P1ed&ecl .. colla\W'al rw tM aatvecl DO-. 
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-v= ¥: u :::;;rn!tl= :ra::r:E;:O·E.:r ..,_ _ 
,.,_ .. tile ~- - .. tboH *lola •tved .. r.lmou7 1, 191.8, Uld 
\Ill eocarlf.r _. p1edp4 Uld deponW wl.tla tiM r&m~ra• Lou Uld rra~t. c...-r uar a tzv.n ecr•••nt. claW Sept.Uer 1, 1916. 

lUll tile ~t.lT illora&Md procra of Ulld.W St.at.la eaq Utaraa 
.~ ~~oat U.. and t.lll t.z adou 1-1 ot rr.anz.r oertUioat.la *cia wn u. be1ll& ..s., tile r......arr -'Aerad 1t. U!Poelible tor tiM BI'1U.Ia t.o 
a-tot I reonal of to•• DOt.oe ....... ~ w..... It. - _,.erad 
Ill&~ borrwiA& br tiM 81'1 t.illa a-u t. oa ta<t.ort.ioD&t.e t.eftl -u lie 
iAjlriou t.o Br1t.illa orad:it. and wo1llcl creet.e aa WltaYOrable .1'1&11 .. u 
to tho txt.eat. of IJIIP&t.IQ" lilt._, tiM 81'1tbla Uld tiM ~W St.at.la 0ann snt.l. 

~ Treuul'T .ao t.laoqlat. t.laat 1t. 'WWl4 lie an.. t.o p~nd.t t11e 
Britbh t.o ....,_ l&lee of 1-..it.ila, .. tla1l waal4 ban • depi'NiiJIC au .. t. 
.. \Ill ltock azbt. Uld wo1llcl Wild t.o ..n 1t. rua.c.ut for t.laa ~w St.ltee 
fi'IUU1 t.o get tba -r 1t DN4ec1. 

!lie t'rlalurT tbarefore au uW t.o t.laa "" br tbe Br1t.11h aon.-t 
o! !'rt&lu17 odnDcu t.o -t. tba $193,000,000 •tur1tr of Septeltber 11 191.8 
apoo tho •- coDd1t1ono aa 1n tile oue ot tile :V.bru.r7 •tur1tr• 

2. &lbropUon gn tbt 1JD1ttcl 81jlttt fl'!tiUEJ tb• right to eel 7 
- tM Britilll Qml * to N"n fro \bl Vpittd St&Hf VA• nllrtml, 
foJWtlr pled.g!d to t.bt mm. t=tz. 

'111111 tile priDC:I.pla of Rbropt1oa _. ac1'MCI upon br int.ercbaacl 
o! eabl• ud br orU. <liaauli- at tile t.1• tba adfta- ,.. ... ..S., it. 
., DOt to~ def!....S ut.1.1 ~ 9, 1919, 1n a lltt.or liJ Sir. s. llaJ!dlou 
Ll-..r, Fiacc1al 8ecl'lt.ar7 ot tiM Br1 Uola f......arr t.o .t.lben bt.am.e, 
.Utbtct 8eoret.&J7 ot t.laa IJD1W ~- f......arr• 

'1'1111 ac-nt t.o 1abrocat.e _. • ~ acra t.J or.at Br1t.aia 
., 'cblipt.ad at. tiM nq~~~~at. of t.ba lleont.uT ot tiM f......arr t.o cloporl.t 
111U. \Ill !reUurar ot * Ulld. t.ocl. St.otee or, 1n - tiM 8Jeret.ol7 ot * ~ lball ao ftqiiMt, wito nell ~t.oq aa (tbe Br1t111a Gene t) 
•II&U 'I'PI'O._', ftlu, tile r1pt. of labropt101l d.1d JICit. 18'r0ln a PftiU\ 
clopont. ot t.ba oolllt.aral ...sit. c114 JICit. aoa~ 1 •ht.e ~ 
PGolotliou, 
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!bo Treuuey ...S. DO appraiaal ot the total value of t.tw aubrogat.cl 
aecurit.18S at tb<J t.1.M of the TreaaurJ•a advancea . The or1g1nal t.ruet 
~nto contoine<l lilota ot t.be pledged eecuritiee and of the nDit ftlu 
bat did net indicate tba uount pl.eclged of each eecurit7. It ia_M\!.aat.ed1 

that tbe app:roxi-.to value of tbe eubrogat.ed aecuritiu wu $344,000, 000 111 
1919· l'be Treaau%7 obtained appraieala onl7 111 coaneot1on 'llitb eubetitutiooe, 
w!dch wre a ...U part of tbe total, J. ea...iderable part ot tbeH nl>­
otitut.iona conaiat.ed of foreign aew.ritiea, 

3. IR e""' t109 to tbl rt.llht. of nbrogtiop. t.bl trMmy ht4 tM 
nq¢'TT riBht to b! CCII.Bl.ttd 1A regard to tb• 41fpolitiCil of &ll 
Jiriti!h O!p!Cla!CUlj.t1es 1A 91' eptrx. 

- tbe friUU%7 advanced t'lmda to the llritiah Oove-t to-
1M note ato.r1t7 ot lltbnla%7 1 , 1918, tbe q:re-t •torecl 111to &lao 
pro'lidocl tor the llritieh DOt to uee or d.iapo" of, lllltil tbe tellOiD&ticm 
ct 1M war, AJ17 of the aecuritiee wlll.ch the Britieh o-..4 or coat:rollad 
IIIII ..Uch were phJaical.q 'IIi thin tbe llDited Stat" oo Febn&ar7 1, 1918, 1d.t.bout 
tho prior conaent of thAI Secretary ot thAI freaalll7, 

!bt purpose of t.hia agt"e......,t wae to protect thAI .&Mr1can lll&l'ket 
against depreciation tr<X& inopportune liquidetion of llrit1ah owned .American 
ltellritiea and to enable thAI United Statoa freaauey to indicate 1 ta newe 
u to the aoet eftocti vo u3e wbieh could be 11114o of t.htll aecuritiee, 

4, II! 1919 !lid 1920. thAI Tr!uurl copt,wlatad tbt aloaoo of the 
1Ubrout.t4 •tcurit.t• 1A ogectiop with JJigot.1at1oM tor a cSebt f!tt.leMilt. 
!!tese pegotiatioM wre broken off by tb! Br1t.1fh 1.p M&y 1920. !l!d. 
tl!!!!toro. thAI 'tr!uurr'• ricl!to wit!! ro!IJ!!!Ct to t.bo nbrocat.ed a!C!!rltioa 
!!l! ntfin!d • 

.ltttr the war, the 11r1 tieh· dea1red to obtain the roleaae of tbuo 
IICIU'itiu becauae tbe7 clAr:l.lted t.bat the aecuritiee .. re DOt 0111ed b7 thAI 
Brit.ilh OoYe,_nt but •re~ loaned to t.bo o..ver-nt ~ t.boir cnmere. It 
coot tho Brit1ah freUU%7 ~ per....,.... em tbe na.inal vall&o to retain tMa. 
a-.er, oince DO ~t wu ..s. 11bich cl1li1Ditbed tbAJ principal .-nt ot thAI 
debt to the 11111t.ed Statee 111 respect to 11biah the llritiab Oove-t wu 
oblicatocl to Pledco thAI aubrop.ted aecuriti•, t.be tllll.tad Statoa rpoaaur7 
rttaiDed tbo r1sbt of oubrogaticm, . 

Tba Troao11r7 oontollplatad thAI roleue of tb<J aub:ropt.ed aecurit,ill onl7 
" llll l.llduc...,t to an4 111 eoDMCtion 111 t.b thAI debt 11tu-tt *ieh Jlr, 
!.t.tbbooe - aent to krope to etreet in 1919-1920. The llritieb broke ott 
the .. l•titt.iona 111 11*.7, 1920, llllCl therefore t.hore _. DO rolaaolil ot t.be 
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lll'1181.a et ......., ......... 

S· Tb! rtl.tyt ot tht tJbrogttcl !fCW1t1tt .. NyJJy r4r b7 
lf[!t&a yellop 1A I l!tttr dat!4 Jpp! 19 . 1923 . in CQIID!et.iOp !1tb tb! 1jil1y tmngWDt ot 1;bat DIE• 

ftd.t f1ll&l ral ... e wu written 1n COJIII8Ct10D witll tlle propoaa1 clatecl 
Jao 18, 1923, for the tlmdlDi of tlle cabt of O..et Britain to tlle 11111tecl 
st.at.a. It etatecl that •in aceord&Deo with tlle .....S.nt..""'nc I'MCbed at. u.e 
11a ot U.. a~nt for the oatu....t of t.ba clabt t.be 11111tecl Stataa 
tzM11U7 '1111 oot racpire t.be clapoeit bT O..et Britain of UJ:T of t.be .., c•Jl.,. 
lllbrocatecl aecuritS.ea•. 

J.t tMe tiu, tba subroptecl ucv:l.t:l.ee -tecl to a - •naJ fthaa 
ot aboolt $300, 000, 000. !hq •ra nbroptecl for a Brit:l.eh clabt of $285,000,000. 

1bo !ol.l.cw1nc NUODII •ra p..., at tlle tiM for ~YiAC the r1sbt of 
nbropt1cxu 

(l) it 'IIDUI.cl be •srotaaqv.e• to retain collateral for ~ $285 w1111oa or 6 p.rcent. of tbe total BriUah wg clabt of $4,600 lli.llioo, 

{2) it 11DI114 e.llaraN BriUah tiDmc:l.nc 1D tAU c_,tz7, !laU w.l4 '-Pnu •terl1Dc uobuce &Ill tlll.a ~ t...t to .ann all otller emhmpe. 
11 a =-eqaeooa, l!loropa•a ~ to poa.rchaH .&.or1oaa proch>ot.. -u he 
l'ldlt cacl' &Del 

(3) tba oripnal rau01111 for .w.rocauon 110 loqer metecl. 
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TREASURY DEPARTMENT 

Secretary l!orgenthe.u 

l{r . Foley 

DAft Jruoch S, lN]. 

There are about five Italian banks and three Swiss banks in 
Hew York which rill be effected b1 the proposed Executive Order. 
The preferable Jl8.1 to deal with them is aa follows: 

Issue general licenses enabling the Italian and Swiss banks 
to do the same things as any .American bank could do. Such 
general licenses would not, of course, permit the Italian and 
Swiss banks to send funds to Ital1 or to Switzerland or other­
wise deal with funds botlongi~ to Ital.J or Swiherland in any 
ny except pursuant to such hcenses as would have to be obtained 
by Al:!erican banks . 

Set up a staff of people composed of bank examiners from 
the NeVI York Federal, the Comptroller' s of the Currency Office, 
the Nert York State Banking Commission, representatives of the 
Foreign Funds Control, and perhaps representatives of the 
Federal Bureau of Investigation. This group will work in New 
York under t he direct supervision of the Chief Bank Examiner 
or the Federal Reserve of New York. This group rill hav·e one 
or 1110re representatiTes in each of the Italian and Swiss banks . 
These revreaentatives will have the oppor tunity to pass on every 
transaet1on to see that it is within the purpose of the Order 
and to stop any undesirable transaction. Too, these Government 
representat i ves will also imllediatel1 make a full report of all 
o~ the u sets of such banks, particularl1 those assets whic~ 
lll(ht be read!_!t. disposed of without our knowledge. The Swiss 
ana Italian b will, of course, understand that unless ther 
cooperate with us fully their licenses will be revoked and 
other appropriate action taken. 

Thi s proposal has been discussed with Upham and Folger 
ot the Compt roller's Office and with Knoke, who in turn dis­
cussed it with Sproul and other officials of the Federal 
Reserve Bank. ill concerned think the proposal reasonabl e and 
llorkable and feel that the lin York State Banking Department 
should be asked to participate in this proposal. 
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fhe Federal baa WM that the !'r1UUJ7 atbol'iM it 
to diacuas the matter with the State Bankiq Dlpartunt so 
that an organization em l.aediateq be aet up. 

If you agree, we oan tell the New York F.aeral to go 
ahead and, at the sme ti.ae, adTise State ana Juatioe of 
1111at we are doing with a vin to getting their approval. 
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F'EDEAAL RESERVE BANK 

OP' N•wYoAK 

llarch J , 1941. 

Dtar 11r. Socretoryo 

Jou have requeated a report of •what happened and why• on Tuesday 
Ill(\ fednos4ay last, with respect to tha Treasury' o ret'undin& of ita llar.:h 15th 
ut.urHlea. 

Tbe critict .. s in the market or the ret'undinc otter arise prlaariJ.¥ 
rroe t.he oaiesion fro& the offering of a higher rete , longer tara &eeurity, 
IJll! l'r<>:l tho current uncertainties u to tax and 110netory l egislation and long 
TIJIG• flacol plane . 

Tho background for the financing you sketched clearly at our prellmi­
NUT meetirg in Waahington on February 19. Following that meeting the Treaaury 
~~erv!ewed representative• of the principal sections of the market, as did we . 
It l'AIY fair lY be said of our interviews here t hat preponderant opinion favored 
two bond iasueo - one of the type offered, together •ith a higher rate longer 
bond more suitable for insuro.nce compo.ny and savings hank investment . It was 
btlleve<l that two such bonds would leave a lllUCb a,..ller an:ount of securities 
deunding aocondary diatrihution and that a secondary 118rket at a prellliUII could 
1:« more r.,.dily oatobllsbed. However, there was no unani.olity ea to the value of 
or cet.hod o! valuing the higher rate honda, particularly the 2 3/41. coupon . You 
will recall that i t wu our opinion that t he Treasury could successfully rotund 
Ita llucb. maturities by an offer of one intercediate bond, to be either a 2 1/IS 
bond callable 1950-52 or a 21. hood of 1948-50. We elso advised you that it no 
ll:o :artet opiAl.on that the issue should consia~ of a coabinaUon of two hoods, 
and on that hoaia we recoaoended a ~ bond of 1948-50 COJ&bined with a 2 1/2$ hood 
or 1954-56 or 57. 

Tho following questions and cooaenta appeer pertinent to your roqueato 

l . Woe the Nrket prepared for the offer? 

No, the market was not prepared for the offering in that it 
hod expected two bond issues and thot one of them would be a 
2 1/21. or o 2 J/4% issue. There bad been comparatively little 
liquidation of •rights• prior t o the offerins because of t his 
expectation . The inclusion of the sonorous two-year 3/4% note 
wos regarded b.y the ~~~&rket as represont1Dg extreme caution, or 
tear on the part of the Treasury of Yery unsottllnc develop­
•enta milo the hooks were open. 

The II&J'ket was confused both before and after the offering 
u to the proper method of valll1ng a Treasury taxable bond • Tbe 
action or the ~~~&rket since the aMounc•ent hoe turniehed con­
f1raa tion or t.bJ.a opinioo. 

r 
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2. 1117 clid •ripta• ope ab<Nt. 101 '/1 Nld Mll .tedll~ ~ 
durin~ Tuo.-, 

It .. o aeneral.JJ' qned that the ~ 'bon4 or 1948-50 •• 
conoro.a~ priced lut. it aa quickly rnliled that it aa a one M­
curit;y otfor unloae tho worot happened and the •at.ol'll-colhr' 
note cue into PlaT• 'rho new bond aa attractive particular~ 
to be.nka lut init.ia~ there appeared to be little interoat at 
0 preaiua. Tbo banka appeared to ba11eYo that tho;y would, oftl' 
tho near 11011tha, obtain an adequate aupp~ ot nn aocuriUoa at 
par and that accordina~ thoro -• no need to pq a preaiua now. 
'rboro -· also a tendency, because or the low coupon, to calcu­
late tbo new bond to ito aturit;y elate rathor than ita call elate • 
.U tho Yalua of the "rlahta• declined, due to tba wicbt ot offer­
inc•, potential inveat.on in tho now 1aoua be- 110ro cout.iooa 
and holdora ot 0 r1a:hta0 atte8pted to llquiclate thoir holdinp 
botoro pricoo rMched a level which roproo..,ted either a 101111 or 
thoir connnion ftlwo into the two-;yoar noto. It aa at tbe 
latter point that atebili&&tion cuo into tbo arkot. 

). llbot waa tba aourco ot the ool.l..init 

(•) Holdora of • richta wbo bad oxpocted and wanted a 2 1/~ 
oro 2 'J/1$ bond. 
(b) Trust accounts, corporation• and indiYiduala, ( ol Speculotora in all claaaea. 
(d S&nlta, upec1all;y 11\allor ones, which are now po71ng or 
on tho borderline of pa;yina taxoo and do not want • taxable 
bond. Jlany of tboae aalea were on owopa into tox exempt 
iaau••· 

4. llbo wore tho lu;yoraf 

SaYinco banka and a few lara:• 008ercial honks and tracl1na 
aou.rcoa, outricht and on napa out of tox-exoapt aecuritiea. 

S. 1lb;y clid not inY .. to1'11 to ....,., tax u:oaption 1a of no Yalue 
but tho now 1,._t 

At proaont thoro are onl;y throe Troaaur)' bondo outatan41nc 
with o coupon aa low aa ~ and they aro tho 21 of 1947, the 
old 21 of 1948-50 and tho 21 ot 1953-SS· Oonorall;y opoo!dnc, 
tho bthor Troaaur;y bonda are prorldinc innatora (particular-
~ inouranco cOIIpiJ11oa and oorlnc• honks) a batter roturn 
than ~ 10 that thoro - • little induc .. ont for innatoro to 
ci ve up tax-exoapta pro'rldina a ;yiald of ~ or 110ro and lu:v a 
toxablo bond on a ;yiold al1chW UDdor ~. Such lu;y1nc aa ~ 
be expected troa thio cloaa of innotor ohnuld - larcel1 
throuch outrlcbt. purchaaea at l out until their caoh noeda 
are tilled. a ... e•or, ..,at' of thaa pro!orrod to •tch tho ar­
kot or expected to do bot~ on tuturo oftorinp. loYorthaloaa , 
thoro aa a fair -t of pu.rcbaoeo of tho now 1oauo on aapa, 
particularl;y ... J edne .... ~, b;y oa'rlnp bo.nl<o. loot of the10 
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6. Jere "- -•:•••11• • at.V..W bT tile ottertact 

1. Ia t.UH et.lll a larp woe: de17 cll.tribaUoa to take place? 

ruo 1a 1Dcllcoted. llu7 ot t.h• - 2a bo"' beee tabu 117 
t.por&J7 bol.dera oa arid tnc• or b&dce t.N.Da..UOO. lJT iD­
••.tor. 1lllo tell t.hot t.ho - 2o are ott,.ctl"' 1D ca.pon­
tdtb to.x-a.pt b-J abo, MDT ot t.ho D ... 2o boft beee 
tlken 1D •cbolll• tor "ripto• 117 c..-.r(ll.al buD, .. peclol.lT 
tb1 Wll ODIW0 which ~ liquiclato tb• ODCI t.ho ooortot be­

-· t1raq .. tohHwhd . 

8. Haa tho corporate baad ....t<et boon oft'ected by tbo retllncliDc 
otferinc? 

llo. 011 'l'lloedo7 ..n trecUooal p.lnw wero recorded 1n tbe 
-orDln& bat t.howe were loat 1n tbe otternooo tredln& aDd 1D 
- 1Datoac• loMea ot o.,....lchtb ot a point wore recorded. 
OD lldneldq t.ho ...-kit .. tint tJuooucbout tbo dl7 with 
pricoo wu.ptl;r J>1Pr, OD !llarlda;r a tint toDe op.1n pre-
ftlled aDd pri- I 4 Did UDcboJIIId to 0 wbodl llilher • 
Trodiq Oil tboM t.hrM dl7o .. liPt, 

<), laa tbo 1*"''"1 to.x 1oc111ot1on a foetor 1D tbe wartot? 

low, 1t dotiDitelT lddld to t.ho UDCertolntiew 1n t.ho o1Dda 
ot iDftetorw, 
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Boocreblt a.....,. lora•nt.-, Jr. , 
Soeretary ot tbe 'free8U17, 
k&hioctoo, D. C. 

• 

loura tai t.lltull7, 

. .... 

-
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II--'l'be Aft Def ... SllriM 9f luiap loab wUl be 
an1lable ~ \Jat OOUiltl'f ill about 6o u,a. 

III--We are oontaplatlq u s-ecliate inoreaae 1n the 
n1111ber of outlna, tor both aa'l'iJICII boa4a &114 
saTins- atapa~ 

Poat&l Su1np Staapa are IIIQL anilable at about 
7~~00 poet ottioea; aartqiiJOD4a at 16,000 pon 
o ioee. 

lYe are expeot1Dg to app:roaon the b&llka w1 tb a 
Tiew to aeourin« their ooeperat101l-1t po .. ible1 we bope to haTe Defense S&Tinp BOilda &114 poatu 
aarlnga ataapa on a&le at all, or 1101t all, b&U:a, 
in addition to peat ottioea. Mention the otter 
ot the Rational Aaaooiat101l of Jaatu&l S&T1qa IIIUika. 

tv--Ultimately, we expeot to haTe postal aaTinga ataapa 
aTa1lable at thoueanda of retail outlets (etoree, 
eto), 1n addition to poet ott1oea and b&llka. 
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ru1o4 ..... 
, .. al 

Dec. 29 - Jan. II- a a 1 3 ~ 12 

Jan. 5 - 11 83 8J 2 2 a5 

Jill· 12 - 18 ~1 ~1 2 2 ~3 

Jill. 19 - 25 33 33 " 
Jan. 26 - reb. 1 31 Jl 1 1 32 

Feb. 2 - 8 6o 6o 25 1 26 " 
1e'b. 9 - 15 JO 1 Jl 32 2 1 35 " 
1t'b, 16 - 22 77 2 1 80 •o 

2} - liar. 1 88 3 - '1 91 

!O!AL Dec. 29 - Mar. 1 286 1 2a7 223 16 2 2~1 52 a 

' 

Regraded Uclassified



J &1111&!"1· • • • .. • • * 0 • • • • • • • .. • • 

111 • June !2 . . ... · .•.•. 
l•n• 23 - Jul:r 20 •• • • • • • • • • 
Jll7 21 - Aug. 17. • • • • • • • • • 
,wg. 1' - lept. 1J1. ••• •• • • • • 
Sept. 15 - Oct. 12 ••• • •• ••• 
ect. l3- llo<r. 9·. · .. . ·• . .• 
loY. lO - l)tlc. 7 · · • · • · • · · · · oee. 8 - Jan . -.. •........ . • . 

~ 
l &llual'1 5 - 11. • • • • • • • • • • • • 
ltt1UJ.f'1 12 - 14 ........... . 
J&DUI'J lCj - 25· ••••••••••• 
Janu&I'J 26 - rebN&lT 1 ••• • 

re bru.a.t1 2 - II. • • . • • . • • • • . • 
hbntai'J 9 - 15 ••••.••••••• 
rebru17 16 - !2 •• ..•...... 
Pebrut.I'J 23 - xarah 1 • •••• • 

larch 2 - Jl . .. . ......•.. . . 
.April .. ... \ .••••••..• • •.•.• 
11.1 •••. .. •.••••.•••• • •.• ••• 
June •.......••.••...••...• • 
Ju.l7 •• •••••.. 0 ........ . ... . . 

A~&"U•t. 0 • 0 •••• • • •• ••••••••• 

ltpt•btr •. ..•.••....••.• · • 
October . •....•....•..••.• • • 
lo•n'ber . ...... . . ..• . ... .• • 
Dtceabtr •.• ...•.•.. •• .•••• • 

llllU&rJ, • , , • • ••• • • • • • • • • • • • 
r • bruarJ • • • • • • • • • • • • • • • • • • • 
larch . . 0 • 0 ••••••••••••••••• 

April . .....•.••••••. •• .. • •• 

Ia..)' •••••••••••••••••••••• •• 
J\lne •• ••••••••••••••• • •••• • 

8eoretal')' ot \'he 'frealllll'1• 
Reeeal'ah aa4 8tat1a~oa. 

= ~ 
~~ 
~25 
750 
800 
soo 

~ 
225 

m 
xal'ah J, 1~1. 
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11114 a.. on (taol..Uac 
ll!totl 011) J1 ,170 Jble. 

67,100 m •. 
101 ,000 mo. 

1,019 llbh. 
1,020 m •. 

191,501 ftle. 

S,OOO lble. 6o,579 ftlo . 

of U.. S.~Ht&I'J of \he !r .. .a17, DiYioioa of ... ...-o~> aa4 lltaUoU~•· 
Jtarab J, 

otf1ct of llorchu\ lhip Ooauol, f..->'7 Dopartaeat. 

~ oahnal. froa vll1ab 111' 0-.rcial. 4hUUaUoa tbn• caa be ooparate4 
ooro \haa 3 porcct of arl&Uoa ..,tor f'ul, b;r4rocarlooa or ~carlooa 
~xtve- Proo14eat'o roplaUou of Jol7 26, 1~· 
"l1aUoo. O..Oll.u • 
.I.e 4tf1At4 la tho Proo14eat'• rop].aUou of Jol7 26, 1~· 
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Seoret':;/'l'J rgenthau 

Kr.Ha • 
vl~1 

"' -
In Kr. ~·· recent note, 1n41oat1ng wbat he wu 

doing with regard to pr1oe 111oreuee 1n 1aporte4 oa nall1t1ee, 
he 414 not epeo1t1oall:r &JWWer the queet1on ae to whether he 
..... to take th1e uUer up w1 th the Preeident or w1ebecl :rca 
to do 10. 

I telephoned llr. ~ toda7 w1 th re~ to thb quetlon 
and he ea14 *t llr. BeD'l'J JleADieon ••• han411nc the •tter 
tor b.111, and 6at the llar1 t1ae Oo..S.eeion ••• now eett1JIC up an 
organ1&at1on to b&D4le ehlpp1JIC pr1or1t1ee and to eetablleh 
ah1pp1ng rate oontrole. llr. ~ ea1d he had written Adalral 
Lend but had not •• :ret reoei'nd a repl:r. In an:r oaee h. llua 
teele that e1noe the Mar1t1ae Oo.aiee1on hae Juet UDdertaken 
thl.e taelt 1t would be better to g1n thea about ten da:r• 
or two weelte to produoe r .. ul t1 be tore talt1ng an:r further 
action. 
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• 
3/18/41 1.90 

llr. O' Connell adrlsed toda7 that he has no 
infol'llation on thie utter, and that 

file should be closed. 
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3/3/41 

At the 9:30 meeting this morning 
~e Secretary asked llr. Foley to have 
"· O' Connell investigate this matt~r 
immediately end report to him. 

19f 
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TREASURY DEPARTMIINT 

DATe llaroh S. 19U -
fO )Ira. notz 

noow )lr. Morgenthau 

Please talk to me about the letter from Congressman 

(opplemann. I want to do something about getting correct 

Urlormation about the strike at the Underwood factory. 

That is one of the first things I want to do this morning. 
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.. ILMII'PIC. C RARICA:noN 

DAft 1M I .. , 
,. ~cretary Jlorgenthau 

-E. H. Foley, Jr. 

The strike which baa tied up the Hartford plant of 
the Underwood-Klliott J'ieher Company for the paat month 
baa been settled, the workers Yoted yesterday to approYe 
an sgre1111ent reached by the strikere' comni ttee and the 
management on Saturday, and the men all went back to work 
this morning. the major point in iaaue na apparently one 
of wages. the new agreement proYidee for a 3 cent an hour 
increaae in the hourly rate of pay and a 4 per cant increaee 
in the piece work rate, the aettl-nt reached na ap­
parently a c<~~~prCIIIiae between the or~inal d-nd• of the 
Unions and conceuiou which the ~ wu at firet 
willing to lll&ke, 1'here were two Unione inYolYed, both 
affiliated with the .&merican Federation of Labor, 

Jlr, O' Connell alao diacuaeed the ~eral aatup with 
llr. Peter Tracy, Secretary of the V,ohmi.U Union, 
llr. Tracy ilxlicated that lobe ccapany'a labor policy baa bean 
nry unsatisfactory to the workere for a long period of tiM, 
and that Uu alone will toll 'tlbether the new aueement re­
presents a "chall,p;e of heart" on the part of the ~t. 
llr. Tracy ae- !o feel that the attltude of the peraonnel 
~r, a Jlr. Stowell, baa been an important factor in 
C&UBlllg diacontent 1111011g the workara. He &lao atated that 
tha Yice praaid.ent and plant IIBilllglr apparently had to go to New York before he could make 8D1 decialon inYolYing labor 
policy. am that thie iilllde the worker• feel that the bed 
fa.a.turea of the crronr'• labor policy ahould be bl.-1 on 
the group referred o in llr. Traoy' e letter to Congres111111n 
KopplEIIII!.nn, Jlr. Tracy ie goi~ to prepare a complete 
statement co•er ing the entire s1tuation aa he sees it and 
a end it down here to~t or tomorrow. 

The recorda of the Office of the Production llanager do 
not show that the Hartford plant of the Underwood Company baa 
any prime contracts for defense, 

I will aee to it that additional information ia bro•t 
to your attention iDIDediately upon receipt, 
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,· "l'li'' •• 
•'• . . . \ t..:...l 

0 0 P T: I.UIUC 

JIIIU.IJif. • CIIIUa 
v•o•WIOI 

(t.to.-1) 

....,,.,. 
!llo AabaoWor ot ChUo w1wo -. laqoaln of u.. VaUr­

oooret&rJ ot 1\ato ooaOOftlJic tlw poool'lllllt;r tMt tM o....._.,, 
ot tbO 17alto4 8\atoo aiclat 'M w1lllJ1C to ooultar o_,_Uoae 
vUII •••ot to •- IICI'••-t, aoll ao that eaiotlJIC "'-• u.. 
IJaUH. Statu u4 llezioo, ncu4111c tM ollnr :pro&oUoa ot Chilo. 

---
!» aaaa1 :predaoUoa ot dlnr 1a Chile - 'be ootlaato4 

at oae a U l.loD t ro;r """"'"• wll1ch h 41otr l'ft\o4 la the tollowiac 
MUeJ': 

l D COld COIIICfttra-.o 
• copper ooaoeatrateo 
• all014 ONI 

• ooppor 'baro 
1 proolpltatoo 

1~.000 tro;r -· UO. OOO I I 

150,000 • • 
4&>,000 • • 
120,000 • • 

1,000, 000 

Vo ~~q 4a4Dot troa tll1o totol tho ollnr lD 'bar ooppor, 
48o,OOO ouaooo, &4 that coablaod with OJ'II aa4 CODCIDtratll, 'bat 
1 t not 'bl tekoa late ooao14araUoa tMt tlwro aro plaah tor tbO 
cJU141DC ot oll,..r oroo IOblch .., 4o aot operate with tll1o claoo 
ot oro, oo that to tiM 120,000 -•• 110\ld a'boft la procipltat .. , 
there .,., 'be .O.U4 - 110,000 -•• aoro, po1'111tt1~~& aa ootlaato 
to 'bl aa4a ot t11a proaacu .... 1a proclpU•'-•· IOblcll, 1a twa, -
'bl ro4Dco4 to )00,000 -• ot •tallio oll ftl' .....U,. 

'·~ 26, 1941. 
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TREASURY DEPARTMENT 

INTER-OFF1CE COMMUNICATION 

DAn Maroh 3, 1941 

TO Seoret a ry 

A deoreae ot g,ooo persons from t he previous week's em­
oloyment is i ndioated by the Work ProJeote Adm1nistrat1on 
reoort or 1,gg51.000 persons employed during the week ended 
February 19 , 19'+1. 

At taohcenta 
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... P'IDQOfl AJmllfta&!Ia. 
Nuaber of IIDI'Itara lllpto,a4 - •••~ 

UaUa4 IIW.taa 

11eelt endi ng 
19110-101 

lluaber of Wor:Ura 

July 3 
J\ll.Y l.O 
July 17 
J\lly 24 
J\lly }1 

August 7 
August 111 
August 21 
August 28 

September II 
Sept ember 11 
September 18 
September 25 

October 2 
oct ober 9 
October 16 
October 2} 
Oct ober }0 

Nonmber 6 
Nonmber 1} 
Nonmber 20 
November 27 

December II 
Dece1:1ber 11 
Deoe~:~~ber 18 
December 25 

January 1 
January 8 
January 15 
January 22 
January 29 

!'ebruary 5 
!'ebruary 12 
!'ebruary 19 

Source: York Projeota Adain18trat10II. 

(In tboulan4a) 
1,6oS 
1,620 
1,~9 
1,690 
1,701 

1, 709 
1, lOS 
1,~8 
1 ,691 

1,~0 
1,6il7 
1,689 
1,7M 

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 , SSO 
1 , SS7 
1,893 
1,896 
1,495 

1 ,892 
1,493 
1,SS5 
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VORl PIIOJECft AIIIDIHI\UI OI 
Nuaber ot Wor ker• lllploJe4 - XonthlJ 

Un1te4 lltat .. 

1933 
July 
Auguat 
September 
October 
November 
December 

1939 
JanuarJ 
PebruarJ 
Karoh 
April 
KBJ 
June 
JUlJ 
Auguet 
September 
Ootober 
November 
December 

19110 
January 
February 
Karoh 
April 
Kay 
June 
Jul7 
Auguet 
September 
October 
November 
December 

1941 
Januar7 

Souroe: Work Projeota Adm1n1stra t1oll 

Nuaber ot Wor ker• 
(In thouaande) 

3,053 
3 ,171 
3,22S 
3,346 
3,2Sl 
3.09 

2,9S6 
3,043 
2,9SO 
2,751 
2,600 
2,551 
2 , 200 
1,S42 
1, 790 
1,902 
2,024 
2,152 

2, 266 
2,324 
2,283 
2,092 
1,926 
1,665 
1,701 
1,691 
1,704 
1,779 
1,S20 
1,S7S 

1,S95 

Monthly t1guree ar e week17 t1gurea tor the 1ateet week 
ot the month. 

!hey 1no1ude oert1t1ed and noncertlt1ed workers. 

' 
Regraded Uclassified



I ... I f J t I t J J 
,f. f·· •• ··­• • {' I ~.-. t . , .. -· 

- :-

••• -~ 

L \A 
t"\ •• 

1 .. 1- r 
_\ 

v I. I ,_ 

• r-

.. I 

I 
'-' "J . -• 

I f J t I t J J 

.... , .. "-w, fl .. . _, .... #.__ ... ....... 

I f J I 

• . . 
11 

(' 
I 

. I -It J t 

• 0 11 PIOI I OTe ADMI• t a fljftO• ........ ~ ...... " ... .... 
Qll ....... ... 

I t ) f 
.. I 

~ ,.,..., • l'r""'fn'nl'r"'. ~ 
I t • t . ........ _ 

w ---... ••• 
• 

rl--

t- •• ••• r-

b_ - •• 

\ 
• 

r-
I 

11 
• 

·-· 
•• 
J,O 

•• 
J 

r\ I 
l v v 

• 
7 

• 

.. •• 
•• 
•• ... 

I .. .. 
.. 
•• I •• 
. I 

' •• •• •• 
•• .. 
·' 
•• 

.. ~ .. • .. , If J t " 
I.S • 

If J f 

1- 1-

II 
I" 
L\ 

-· Y o -· I f J t 

....., ........... _. 
If • t 

~ 

r-
1-

1-

It 1\ 

\ v \ 

IL 
ll 

. 
~·· -· -· - YO -· ~. 

I t • t 

• t • I ... ·­.. -• _ -;: 

- 1- J •• 
t- - r 1-- J, 

1-- •• 
1- J •• 

J •• 
1- 1- 1- 1 .. 

1-- ' .7 

- - J .. 
1- ... . .. 

••• 
••• 

. 
v 

- r 1-
••• 
1.0 

- 1.7 

... 
-· - u -· I.J 

I t • I 

Regraded Uclassified



rP'\ TREASURY DEPARTMENT 

~ ~ INTD 01"1'1Ca COMMUNICATION 

1.~ 
DAft ...... ll, 1M1 

CONFIDENTIAL 
Jtc1ohro4 o\or11ac trauaoUoao of U.. r•JIIrilac 11aa1oo "" u ton ... , 

8ol4 \0 COIIIIrclal OOJICOI'D0.,,. ,, ••• • ••• £41,000 
PUI'obaae4 !r. oo ... r olal ooaaorae •••• • • £44.,000 

Opta u.rlol\ ohr11ac wa fin\ .,.ow4 a\ 4..1;Jf,-3/4. . n _, to 4..03-1/2 .....,.. 

ll"'athi'IOOJl, u4 olo- at \llat 1ne1. ~Uau of u.. roponl.ac 11aa1oo ..... ao 

tollanl 

8o14 \o co ... rolal ooaoorao ••.•• •• •• • ••• L 5,000 
PUI'obaao4 tr• o-rolal coaoorae...... ·0. 

fho Ar, ... u ... , ... JIOIO, alclo fell., u.. •114 of lao\ -l< tr• .zua lo 

.z:IU, nobao4 tol.q \o .23011 at U.. o1-. !lw - Ar .... u .. roplaUou Moorlllo4 

OQr 4&111 ropor\ of hlll'ul'7 28, *lela \n4 \0 ........ U.. aUlU7 of U.. troo pooo, 

u4""bto411 \be ..U fador la U.. coaU..,.4 M ollu of \be ra\o. 

ln low York, U.O o1ool.ac ra\11 for tho forolp cvr•clll 1hh4 llo1"" ftl'l u 
tollowu 

Ce••f1 e• clol.l&r 
Swlao t- (c-rolal) 
S..Uoh U.. 
.. lchoarl< 
I.lra 
Jrulllaa alll'lh ( tree) 
1111<1- JIIIO 
C'a'loaa pliO 

14.-1/zf. 4laooul 
.2ll23 
.zua 
.4006 
• 01!011 
. 01506 
. 3066 
&-15/JJf. 4laoou\ 

Ia ""ncl'el , u.o u.s. oqaiftloa\ of U.. 7DU- 6-17/~. ott :S/~· lwr1lac 

IU '11101041 &I 3.91•1/2, oft ~· 'la loOic X.JIC, \be K,J:, Ullar IXJIHIII4 la W,._ of 

ov curooo,r •u 34.-7/1~, oft 1 / 16,. S\or1lac- alto 1onr a\ 3.91, ott ~. 

l'boro ..... ao .. u ,.......,uou eo••-'"' IV "" tol.q. 

Ia I.oa4oD, U.o )ll'looo t1D4 tor opot aa4 toroar4 oUftr !leU> UollM4 1/ 164 \o 

ZI-S/1&4 &114 2:>-1/ 4.4 roopooUftl7• !M U. S. oqaiftloa\1 ftl'l 4.J,lll¥ eal 4.2.311• 

a..., u4 ...._,, ao\U-a\ Jll'lOO tor forolp ollftr- •ob .... 4 a\ 34.-ll/f,l. 

'lllo ho&e111'7 '• P>robaao Jll'lOO for fol'lica ollftr ,. .. alto aaob"'ll4 a\ ~· 
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•• _.. ,_ pu n a- • sU-\rtau,.. •.ooe- ..._.._en­
,.-- .&et , pU nl nOIIa -sns& nl .. JS'IPUU• hea f-Ica a 1 :.ZS, tw ..,....,u_,. 

Bot ~In •• ..,.. • ...,.... n1 h'"-7 11, 1u•s. ..,..u. n1 ....,. u 
wllll \lot ._!eft ..... tse nl ls~ns -..a, ....... u.a• noll ..,_Us .. talM 

llOl,IIOII,W>o a ... "'_ nl $7,2M,000 slaos hloi"'IAA'T l t. Mos• of .... o1aaap la 
p1aot on , ... Mob of U.S Yollo'-a lpsois luk's lw Yon ... ..,. ns 

,.,,,,, , prloolpsl dollar UalttUUss \o u4 dollar olalas oa JaJ~Ue" 11Mb la ~la 
11004 .. followt oa l'e'bhar7 llll 

h'!!n!!7 " 
LI.UU1Uool llepotUa for Japu &4 .. eeJprrta. • ........ $86,172,000 

DtJOtlla for 0~ •••••••••••••••••.•••.• 11,111.000 
• • u.s. !rMI. Jll.le , c.-. ,.,.r, .... . . . . .. a. 710,000 

I Lo&aa•• •••••••• •• •• ••• ••• • •••••••••••••••• $66,847,000 
1 0\her - M1alT Jap. l8porl lollls... ..... •• t,MII,OOO 

- $11,2116,000 
U6,000 

- l,UII,OOO 

- $2,810,000 
- ••• u ,ooo 

11 d U 111 tHa u.a• \bS 4oollas of $? ,2111,000 ta Ja~•• ~ 4spod\a u4 llolU.C. 
ot ~IUo dtla u.. Ace""~ ... scoa.puts4 'llr a $t,ua,ooo r.....,Uoa la u.. Ace""~'• 
elo1so • • nch 'loaalla. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

INTU-OP1'1CI: COMMUNICA'T10N 

TO • 

Subject: The ineaa Situation, 
Week ending March 1, 1~1. 

su.uarz 
{1) Priorit1ea, whether IIC.IIdato17 or vo1untarr, on raw 

Mter 1ala f or defenee production are a1readJ atfeot1ng the 
aupp1y of aome oona~r goode, eapeoia11J tboee uaing non­
ferrous aetala. The 4anger ie that ahortage of a few eaaen­
Uals euoh ae alualnu. and z1no ~ ourta11 production 1n an 
entire group of related purchaeee , such a• thoae required in 
ho,.e hu1ld ing. 

{2) National inooae payaenta in J Anuary inoreaaed to 
$79.0 bi 11 iona {on an annual baeis) ooapered with $7~.1 
b1111ons in Januarr 194o. Total earnings of faotory workare 
in Januarr showed an inoreaae of 20 per oent over Januarr 
194o. The general gain in purohaa1ng power haa oauaed aharp 
1nor eaeea in retail purohaaea. 

{3) New ordera for ateel have oontinued to run eubatan­
t1al1y shead of ahipaenta, w1 th forward bu7ing an important 
raot or . A report releaaed laat week, prepared b7 Gano Dunn, 
es t imated that aurplue ateel oapacitJ would aaount to 
10,000, 000 tone in 19~1 and 2 , 000, 000 tone i n 19112. 'l'heJ8 
ea t iaatea , however , are baaed on the aaauaption that national 
1ncoH wU l t o ta1 110 billion dollara in 19~1 and 90 bUUon 
1n 19~2, and that certain e4d1tional fac111t1ea will be pro­
Y1ded . 'lheae and certain other aaau.pUona 11&1 be open to 
quutton. 

{ ~) Lighterage freight 1n etorage in Mew York 1noreaaed 
to a new high of U, 361 oare in the week ended i'abru&l7 21, 
ow1 ng to a greater reduction in export ahipaenta than in re­
oelpts f or export a . Storage apace , however , reuine tul~: 
adequat e. 

{5) Prioea of i~rted oomaoditiea oontinued to increase 
sharp17 laat week , largtl7 beoauae of expected ocean freight 
•hortagea and higher ocean freight rate a. Prioea of doaeet1o 
p.roduota were alao aoMwhat higher, pr1a&r117 becauee of pro­
posed new • s r1ou1tura1 leg1slat1on. 

I 
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Deten•• prlorltlea 1ap!4e ooneu.er buliac 

During the paat week the tirat aandatorJ prioritiea 
were 1Jiposed by tha Datenaa C~uion - on aaoh1ne toola 
end alwainum -- aa!'k1118 a departure troa the eyetaa ot eo­
called voluntary ration1ng whioh baa been in etteot in 
various indust riea. '1'h1e move toward stringent ottioial 
rationing is oertain to have aome restrictive 1ntluenoe on 
the production ot civilian goode. It begina to bring 
pointedly to attention the etteot ot previoua tailurea to 
provi de adequate capacity t or the production ot atrateg1o 
uteri als. 

Priorities, whether voluntary or mandatory, wh1oh have 
been forced on producers by the exigencies ot t he defense 
emergency are alrendy attecting a number ot consumer goode, 
especially those which use larg~ qunntitiee ot non-terroua 
metals. Producers are introducing aubstitute materials or, 
where that is impoaaible, reconciling themselves to the 
certainty that coneumere ot their goode will use subetitute 
products. 

The mandatory prioritiea imposed on aluminum last veek 
are having reperousaions on the consumer goods markets , as 
producers ot goods using aluminum eearoh tor substitute 
products. In the case ot certain other producta, where 
a~andatory priorities have not yet been imposed, oivil1e._n 
consumpt ion is already being out down by voluntary r a tion­
ing. Some curtailment in braes production is apparent be­
oauae or the uno shortage. In viev ot the eaeential char­
acter or braee in munitions manutaoture, consumer indue­
tries are a ttempting to t ind ~ino substitutes. One observer 
has estimated that the aut omobile industry's consumption ot 
zinc may be cut by as much as 75 per cent. 

A orit ioal disadvantage ot priorities i s that the short­
ags or a few essentials may prevent consumer buying ot an en­
tire group ot products. For example, absence ot supplies ot 
zinc or braBB might actually out dovn nev home building, 
where zinc and other non-terroua metale are, at present, neoea­
aary tor many type• ot equipment. Furthermore, in their at­
tempts to acquire certain essential component& ~t almost any 
pr1oe, manutaoturere may seriouel;r distort the prioe struc­
ture a for these materials. 

Builders and building supply manufacturers are becoming 
aware that shortage• ot non-terroua metals may interfere with 
the euppl;y or certain typea ot home equ1paaent and eTen retard 
boae building. Plumbing auppl1ea are already a problem. 
Brau pipe may not be available, and the dno shortage aa:r 
prn ent alternate uae ot galvanized pipe. Chromium bathroOII 
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rt.xturee u:r ahortl.1' hue to be replaoe4 Wltll otller .,G'lale . 
.l 1are;e eleotr1oal parte aamataonrer llaa alre..S, rapol'te4 
.uttioultY 1n oeour1ng atainl"o n .. l, 'llh1oll 1o a uobl 
alloY, and eta ted tba t 1t 1 a aoet d1tt1ouU to t1114 nbaU n.tu. 

Conoumer purobaa1ng power 1noreaa1ng 

National 1noome payments shoved a further 1noreaee 1n 
January to $79 . 0 billions (on an annual baaia atter adJuat1ng 
tor seasonal variation) ae compared With $74. 1 b1ll1ona in 
January l94o and $S2.l billione tor the year 1929. (Bee 
Chart 1.) It allowance ia lll&de tor obangu in the coat ot 
!bing ilince 1929, the •purobaeing power• ot income pa)'lDenta 
in Jenue.ry vaa equivalent to $92. 0 bill1onel aa o0111pared With 
$a2.1 billionl in 1929. (Reter to Chart 1 . 

Ea.rn1ngl ot te.otory workers have bean decidedly i mproved 
during l94o, ae the tollov1Dg table 1nd1oatu: 

Earning• or tactorz vorkera 

Average wage rate, 
dollars per hour 

Average earning a, 
dollars par week 

'total earning a ( BLB 
payrolls index 
1923-25 = 100) 

Deceaber 
!ill: 

. 662 

J&nu&rl 
00 

25.51 

99 . 11. 

Deoaaber 
!2!!Q 

.6!!3 

Janu&rl 
!2!!. 

27 ·59 

120.2 

Percent!£• 
Increase 

I 3 . 2 

Percent!£& 
increase 

I 11 . 2 

120.4 

fhe average wage rate per hour inoreaaed 3.2 per cent 
in the year ending Deceaber 194o. (Janu&r)' tigurea are not 
Yet available . ) Average weekly earninge, on the other band, 
inoreneed !!. 2 per cent 1n the year ended Janue.rr 1941 , indi­
cating the degree ot 1mproveaent in the poeition ot the 1n­
d1v~dunl ~~rk~r. ~ · -? weekl)' earninga have increaaed rela­
t ively more than hourly rate a, the average number ot houra 
vorked per week auat have expanded eubatnnt1ally. Total 
earninga ot taotory vorkere, indicating the purohaaing power 
ot factory vorkera aa a fP.:'OUp, 1noreaaed 20.4 pe.r cent in 
the year ended January 1941. 
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Poait1on of 1JI41'1'1dul. f¥torJ wprp z fill 

fbe 1aproYed eoo110111o etaha of 11141na.l tuto~T 
vorters oan be .. en f roa Chart 2. .I.Yenp "ek17 Ml"'dJJCe 
ot taotorr workers ro .. t o ti!J. 2 1n Jaau&J'7 (19)5-1939 : 100) 
as oompared Vi th an average of 1.18, 1 in the f inal quArter of ' 
194oi whioh in tur n wae oonl1derab1y higher than t he highest 
qu&rter1y figure for 1937 . 

The relative increase 1n earning• it t he mor e pronounced 
1n 'flew of the et ability of t he ooet of l1Ying. Chart 2 
shove llll index of the oost of goode purohaeed by wage 
earners and lover-salaried workera ln large oitlea, ae oom­
plled by the Bureau of Labor Stat1Btioa. 'l'he eeriee baa re­
cently been reT1eed, using veighte baaed on family expendi­
tures ln 1934-1936. Beginning October 1911o, the index 1a 
u&lll'ble montbl.7. 

Thie 1noreaeed purchasing power of vorltera exp41ne , 1n 
part , the recent strong advance in retail eales, aa aentioned 
pr evloua1y, Various reports appearing laet week give further 
e'fldenoe of the eame tendency: 

(l) The Nati onal Electrical Hanufaoturere ' Assoola­
tlon indicated sal es of 350,000 household refrigerators 
to distributors and dealer s in January compared with 
21B ,OOO unite ln January 194o, an inoreaae of 60 per 
oent. 

(2) The Vaouum Cleaner Hanutaoturera ' Associati on 
reported sales in January 23 per cent over January 19llo. 

(3) Sales of vaeh1ng aaohinee ln January were the 
higheat ever recorded, totaling 133 ,4ll unite, an i .noreaee 
ot 12 per cent onr January 19'1(). 

(4) Sa1ee of ironers were alto at a new high ln 
January of 20,9S6 unite, an increaae of 102 per cent 
over January l94o. 

Hea!J buying of steel continue• 

New buaineas booked by steel produoer e baa oontlnued t o 
run substantially ahead of ahlpmenta, With foruard buying, 
prompt ed by the deeire t o cover f uture requirements , an 
important taot or. New orders reoelved by the U. S. Steel 
Corporation dur ing the week ended February 20 roee 12 per 
cent to 155 per oent of capaci ty. The Iron Age r eport e that 

' 
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lbe yoluae of nev ordere tor eteel bae 'been eo hea'17 that 
produoere I booke are al.aoet ooapletelJ' 1'ille4 1'or the 
uoond quarter, and in addl.Uon thare h.aYe been large book­
ings tor the tb1rd quarter and eoae 1'or the t.et quarter. 
'!'he Iron Age eeee the poeeib111ty that the 111111 ..,. be 
sold out tor the year by Hay 1 . 

Steel eorap prioes were unchanged laat veek, but con­
cern ia expressed in trade o1rolee oYer the elovoees w1th 
Vbioh scrap is becoming available at the current price 
level. Steel operations last veek were scheduled at 96. 3 
per oent ot capacity as compared with 94. 6 per oent in the 
previ ous week. However, actual production may have been 
slightlY lower due to a strike, wbioh has ainoe been settled 
at the Bet hlehsM Steel Corporation 1 s Laoltawanna plant. ' 
steal operations in the current veek are scheduled at a nev 
h1g)l rate of 97 . 5 per cent o1' oapaoi t:y. 

The Gano Dunn r eport 

'!'he report prepared 1'or the Preeident by Mr. Gano Dunn 
and released l ast week is an attempt to appraise the ade­
quacy ot produotiTe 1'acil1tiea in the steel 1nduetry. I t 
1a still too early to know how the report has been received 
by steel buyers , but 11' ita 1'ind1ngs are accepted, the result 
may be some abatement in the current heavy pressure ot con­
sumers to buy steel. 

The statement, 11' accepted at ita taoe value, is are­
assuring one as to steel capacity. Certain o1' i te basic 
assumptions, however, ma:y be open to queation, part1oularl:y 
in vlev ot the 1'aot that the steel industry ie fall1ng 
progressivel:y further beh1nd in its efforts t o meet current 
de::oande. As the Hew York T1mes eays in oo111111ent1ng upon the 
report: 1It is to be hoped that the alua1nua experience 1s 
not to be repeated. 1 

Proceeding from baeic asaumptione of eetiaated national 
incoms ot SO billions ot dollars 1n 1941 and 90 b1111ons 1n f 
1942, the report tinds that i1' certain measures are under- ~' ' 
taken there V1ll be a surplus steel oapao1ty of 10,000,000 
tone in 1941 a nd 2,000 ,000 tone in 1942. In arriving at 
these figures, the Dunn r eport estimated capacity of the in-
dustry at t he beginning o1' 1941 at 87.6 Ol.ill1on tone ae com-
PAred with 84.2 million tone reported by the American Iron 
and Steel Inetitute. The inoreaee noted vas obtained by 1nolud-
1ng taoilitiea tor the production o1' additional steel castings 
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aD4 0 utt111g down on the U... heretofore _._.. 1a IIU'I'f-
1ng out repa1ra. O&lCNl.aUq oapaoUJ on the - 'bub 
ooaplet1on of fao1UU .. now Wl4er ,...,. woul4 OaiTJ oap;;it7 
up t o 91.1 a1111on tone b7 the end of tbe year. 

on the other band, the report 1ncUoau4 that 1t tbe 
st eel 1ndustrr were to operate at oapao1t7 throuchout 1~1 
on t he baa1e abo'l'e 110ntloned, pig iron fao111t1ee ex1et1ng 
at the beginning of the year would be 2.) per oent ehort ot 
reqlliremenu, while coke faoilltiee would be 12 per cent 
ehort. Pending the construction of adcUtional facilitiee 
the report euggeata that any ehortagee that might arlee 1~ 
tbeae produota ahould be met b7 (1) 1noreal1ng the ratio of 
scr ap t o pi g iron going into in&Ota, and ( 2) b7 d1nrt1ng 
coke t r cca uee in h011e end commercial unite. 

Ex"oort fre1gM aoc1111Ul.at1ng 1n Hew 'Xorlr. harbor 

Becau se of the alow ao'l'eDent of ocean ah1pp1,ng, 
lighterage freight 1n storage and on hand for unloading in 
!lev Yorlr. harbor reached a new high of 11,)61 oare in the 
veelt ended February 21, ae compared V1 th a pealr. of 10,845 
care 1n the vult ended January 4. (See Obart 3. ) Storage 
apace 1a fully adequate, h ove'l'er, ae only about one-third 
the space available ia now i ,n use. 

Receipts of freight for export at New York (see Chart 4) 
have been maintained in recent weeke at a higher level thiri 
aot \181 exporte, Which have tended to decline. (See Chart !•) 
Thus in t he week ended February 21, receipt• of export rre ght 
at Nev York totalled 4,341 care, while indicated exports were 
onl7 4 ,053 care. 

New or4ere continue at high le'l'el 

No let-up baa ooourred 1n the hea'l'f 'I'Olwae of new bua1-
neae booked by industrial coapaniea in recent aontha, and 
cur i ndex of n ew ordere for the weelr. ended FebruarJ 22 rose 
6 per cent abon the prertoue weelr.. (See Chart 6. ) 'fhe 
pr inci pal f actor in the rise was an increaae in new eteel 
orders , although new textile bua1neee aleo ahowed a fair 
&h ed gain, and other 1teae in the aggregate aaintained the 
l eYel of t h e prevloue week unchanged. 
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Prio .. of '!!!!!l'&ecl oo-uu .. !l!arpb htrher 

Prioea ot 1aporte4 oo••od1u .. 114Yanoe4 ~ lut ...u 
with the t1ght ocean freight aituat1on a pr1JI&r7 1Dtluenoa. ' 
Neve appeared that a eyatem ot prior1t1ea .. 7 be eat up 1n 
the ooean freight market to reoe•~• American tlag ve6aela 
it neoeaenry, tor materials needed under the defense proS:.u. 
The steep 1norease 1n the prioea ot imported oommod1t1ea 
since early February ( eee Oh&rt 7, upper eeot1on) 1n prao­
tioally al l instances reflect present or prospective abort­
agee ot ooean freight, together With increased ahipp1ng 
ooete. One proposal tor alleviating the ooean freight abort­
age oame trom Philippine pl anters, who suggest ue1ng tor oom­
aeroial f r eight purposes ~ t r anaports returning light 
trom Government bases 1n t he Pacific , fo llowing tha prac­
tice ot World War day a. 

Freight rate i ncreases of about 25 per oent have been 
announced on shipments from the Far East , etfeot1ve April 1. 
Frolll South America, rates on freight b&ve been increased 20 
to 25 per oent, effective April 1. Rat es on cocoa from the 
Vest Atrioan coast have now been i ncreased about 45 per oent . 

Prioea of domestic agricultural products higher 

Prices of domestio commodities advanced i n the week 
ended February 2S w1 th cotton, wheat, and other agr1oultura.l 
produoto in the lead. ~~ lo'<er section.) 'l'Wo 
bills havo been proposed tor t!leinef1t of agriculture 
through higher loan rates on f arm produote, and other plane , 
either of whioh would represent the tirat maJor change in 
farm legislati on since 1938. The trade in t erpret• these 
propoaala aa meaning higher pri ces tor auoh taru products 
aa Wheat and cotton. The prices of domeatio oi ls and tate, 
l.Jiolud1ng cottonseed oil, tallow, and lard are higher partl7 
beoauae the ti8ht ocean freight 81 t uat1on may ourta1l sup­
plies or imported o1ls. 

General commodity prices cl11Dbing higher 

Viewed in perspective, the BLS all-commodit7 price index 
haa been r1a1ng very sharply with no interrup~1on since laat 
Auguat (eee Chart~. upper section), while the coat ot liv­
ing hne pursued an irregular but gradually upward course. 

While t he monthly all-oommodit:y index is not yet avail­
able for rebruary the weekly 1.ndex (lower aeotion ot Chart ~ l 
levelled out duri~g that month , ~ch euggeats t hat the 
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!SontblY index w1l.l allow l1 ttle change troll t he Januar:r 
r1gure. !hi• leYelling out , however , eeeme l1kely to be 
followed by a further rise , in v1ew or the renewed upturn 

1n prioee of basic commodities during the paat s&Yeral 
veeka . 

Weekl y bue1neae indexes 

Gains moderatel y outweighed loesee among the various 
eomoonents ot the New York Times index of business act ivity 
during t he week ended February 22 , and as a result, the 
index advanced 0 . 4 to 121. 5 . 

A contra-seasonal rise in electric power output and a 
lees than eeasonal decl1ne i n 1 all other• frei ght oarload-
1nse uere orincipally responsible tor the el1ght gain in 
the co~tbined index. In addition , the adjust ed index of 
cotton llill activity rose 2 pcinta and the adjusted ind.ex 
ot pAperboard production showed a very alight rise. All 
other coaponente ot t he i ndex declined , but after allowance 
tor eeaoonal f actors t he only one to ahow a lose of more 
than + point was the index of lumber production. Th1e 
component declined because of a leas than seasonal rlee in 
actual lumber output . 

214 

Barron ' s index ot business activity also showed only a 
small change during the week ended February 22, and decl ined 
slightly to 130,0 from 130 . 2 in the previous week. 

Preliminary data for the week ended March 1 reveal a 
alight riee in the adjusted index of steel ingot production , 
and a ~1 decline in the adjusted index of automobile pro­
ducti on ea a result of a decrease ot 1 , 200 unite 1n actual 
out?ut . However, the t otal tor the week of nearlY 127 ,000 
units was s till near t he beet levels of production on 1941 
model care, and represented a gain of no lees than 25 per 
cent over output i n the corresponding week of 194o . 
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Secretary Korgenthou 

l'or your Wol'llllUon. 

11\. COl 
f'l ....--

j 

J/8/t.l 
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Ou of the f'll'lt quoatlou to oo.. up alter 

H.R. 1776 h puaoa will 'be: lbat 'benefit 1a the Ualt.a 

Statoa to l'tooi,. fo• tho tl'aaafor of clofonao artloloa 

fl'Oa o:datiJic atoobf 

Sinoo tho appPOprlation roquoet to C&PPT out the 

bill will tben 'be peadi.Dg or -.de aoon tho realtor, the 

· question 1a of atrateglc laportanoo. The public and Con­

greuional roaotion to the appl'Opriation roquut will be 

intluonoocl bJ the teru of till fil'lt aiepoeition. The op­

ponent• to tho bill ha,. led tho publio to beline that 

the Gow~at will NOOift DOtlalDc. 

It MT H wll Ml'ohllJ to couidor eoao of tho 

followlac pe••lbllltioa for tbe f'iret tranafor poDding a 

detel'lliu\ln ot a· _.toP plan: . 
1) !Ill tl"autal' w the United State• of tho 

Ualtecl nngu:a•e oopital interoat in IIIUJlitiona 

di all'onft planta looatecl 1Jl thh OOUJitl'f 

nbJH\ to thl :r!pt of tl» Ddted I1Jt&4oa 
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to have the use of such plants for the 

duration of the war unless the United 

States exercises ita option to such use 

before then. 

The United Kingdom has a capital in­

vestment of about $134, 000,000 in such 

plants located in the United States. 

2) The transfer of an agreed amount of Bolivian 

tin per ~ar stretched over a comparatively 

long period of time, if there is sufficient 

ownership by British nationals for Britain 

to enter into such an agreement; 

~ impression is that there may be 

power in the British Government to do this. 

We are now building smelters in this country 

to smelt and refine Bolivian tin. 

At least it might be well to investi­

gate the situation. 

3) The transfer of an extra copy of Magna Carta 

and a small part of the rare books of interest 
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to thl UDitecl Statea held b;r dtalert b 

Britain ao that thl;r OlD be 11J14er the ooa­

trol of the LibriU'J of Co~~greaa. 

!be foregoing are onl;r eaggeatea poeelbilltlee. ~ .. 

are, of court•, -.u::r otbera. '!'he liiJlortmt thbc 11 to 

start conaideration of thla probl• aa aoon u po11ible 

nen if it h finall;r cleeMd mae to require no conaideraUOL 

OSC:aia 
s;s;n 
TJped: djb - 3/8/U 
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te ...... thl ... If llleh plate tv tlle 

-.u .. o1 the .. al••• u.. VldW 

ft&tel I:UPtiatl 1 b tptlOJa to IQU •• 

w ... tlla.. 

lU 11111W n.c- llu a eepltal h­

nat.at tf aH.t $11&,000.000 1n IUeh 

plata l.M&W l.n tJae UalW ltat11. 

a) !he tnutv tf ........... t ot lollnaa 

tl.n p•• ,. .. •tretehea OTeP a ••antlnly 

loll( pel'loa of U.., 1t there h ntfhlent 

011111P1hip b7 Bl'lthll D&tlOaall fop !IPltllD 

to tDtiP into IUU &ll lp't..ntJ 

Jr,r ilpeallea h that tllln a7lle 

,.._ 1D the IPlthll Gft'IN t to .. tllla • 

... ... - ln.Jl4hg Dlltv• l.n th1a .....u, 
te -lt ul Nf.lm lollrlaa u.. 

.lt l8ut 1 t alpt \e ..U te lnn•ti­

pte tJae dtuau-. 

8) !Jat tnufN' of m extn ..,, tf lllp& Ceria 
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COPY - .. ,.., 

To: Mr. Barr7 Hopldna 

From: 0. S. Cox 

You •1 want to keep in mind the following two 

considaration.a in connection with the lend- lease plan­

nill8 and appropriations: 

1) The need for outstrippill8 the Axis powers 

in productive capacit7 for defense articles 

and the amount of auch articles on hand 

within a specified time limit; 

2) The relationship between appropriations 

for expansion of productive oapacit,. and 

appropriations to bu,- finished defense 

articles, 

(1) 

Q!ltatrippiug the ixh Powers 

One of the major defects in the French and British 

war effort was the fact that the7 did not adequatel7 face 

or atate their nnds for war equip•nt. .b a result , tha1 

Regraded Uclassified



- a-

have had to restate and expand their nude illll~~~~erabl.e 

times with the result that much valuable t111111 was loet. 

We have lieen aaking the eame mistakee. 

Consideration should, therefore, doubtless be giTtn 

to a re-examination of the fundamental bases upon Which 

War and NayY requeste for appropriations are being ..ae. 
To date none of these requests have overshot the mark· · 

they have fallen short. Thus, for the fiscal year 1941 

alone, there have already been more than sixteen appro· 

prietions for the War and NayY Departments. There will 

doubtless be more. 

Generally, the War &Dd Navy Departments' requests 

for appropriations are made on the basis of an assumed 

nwaber of 1118n, an aaSUII8d number of tactical uni ta, etc. 

Thus, for example, the nuaber of aircra!t for Which appro· 

priationa haTe been requested have been conditioned largely 

by such factors . However, if it were assumed that our 

main purpose is to outmatch the Axia powero, as soon as 

possible , in the productive capacity for the beat available 

.. 
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airoralt lll4 1n the llliUer of auoh aircraft on lwld, tllea 

the 'far aDd Ba"7 Depart.enta• requeett for the expanaloa 

of aircraft facilitlea and the proour-nt of aircraft 

would uaquutlonabq be llllch larger. The appropriatloa 

requeete for alu.inaa IDd .agneaiua capacit,r aud tbe pro­

duotiTe capaoit7 for aachine toole aud aircraft eugiDea 

would aleo be co-neuratelr larger. 

It it ie decided and lalown that we wa.nt and han the 

tunda to deTelop a productlT& oapacit,r for and haTe 

60, 000 planes of etated t.rpee in fifteen months, the job 

will be done differentq than it we want 86,000 planea 

of the sue t.rpe in twentr 110ntha. 

(2) 

!!r•n•lon of Production &Dd Procur ... nt 

~~ each n8W appropri ation haa been aade to the war 
and Na.,. Depart.enta, it baa generalq been neceaaarr to 

retrace steps to get adaqaate produotiT8 capacity. To 

produce the same nuaber of a ginn weapon or plane baa 

e.nd is t&killg louger than it our n .. a. had orlgln•llJ been 
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better stated and expansion of productive oapaoit, baa 

been handled aooordinglJ. 

In maeyinatano .. the speed of production of a ginn 

number of defense articles 111tb1n a atatea tiae ia direotq 

affected b;r the ratio of plant expansion to proo111'-nt. 

Thus, tor ex&~~ple, it the &IIOUilt of aou;r appropriated to 

expand productln capacit, for tunet lathea or othtl' 

114cbine tools 1a 1% of the ..,unt appropriated to purchase 

them, it ia not possible to get aa II&DT of auoh •chine 

tools produced in a given period as it would be if 15% or 

20% of the procure111nt 1110ne;r •s put int o expanaion of pro­

ductive capaoit;r. 

U tor pollo7 reaaou it h decided not to ask in 01111 

swoop for all of the appropiationa neoessar;r to satiaf;r 

our on llld Britiab needs--to outaatcb the Axil powera­

then care should dou'btleu be tabn to include the tunda 

to get the produoti n oapaol t, !or the whole teak in the 

first requut. Once the oapacit;r h there, it will be auob 

easier ana quicker to get the !inlahed article with su'b­

sequentl7 1pproprlated funds. 
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1) B. -.ltv•~ tM AdaJJ a 
s.,.ee-uw , .. ,., • w ... ..ulln 
... \M --~ el .... ..Uilee - lul 
wlWa • .,..Ul ... u. Ual\J 

I) B. nlatleulalJ .. .._ 4FCPlaU.. . 
t• s a '• at ..... .u ... scrr'v .. 
as •»•tau .. " • ,,., ... w ... 

(1) 

.,...,,, tts 'J!• r • 

• et -. •• w .. -. 1a • '" ch 1111 •lt.lth 
war CU..- tM hd til&\ \llq ut Mt shp'*l,r .fue 

v atatu tMh ..., t• _. et ta st. At a nnl'' 6l,r 
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Dear Mr. Secretar,r , 
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••m••I~MAAT, 
WAI•I •OTO•, D. C. 

March 3rd, 1941, 

I enoloee herein tor 70ur personal 

and aaoret information oopiaa ot the two 

lateet reports r eoeiTed trom London on the 

militar7 a1tuat1on, 

The Honourable 

Henr,r Morgenthau, Jr,, 

United Stataa Treaeur7, 

'lfaahingtou, D. c . 

BeliaTe ma , 

De Ill' Mr, Seoretar7, 

Ver7 81ncerel7 7ou.re, 
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On Saturdllf afternoon Keaars . Foley, Pehle and 
Bernstein attended a conference at the office of ilsistant 
Attorney General Francia Shea, at which Mr. Shea and 
Jlr. Acheson were also present. The meeting preaumabl7 wu 
called ae a reault of the President's memorandlllll to the 
Secretary of State, the Secretary cf t he Treasur,r and the 
At torney General dated February 26. 

At the meeting we went over word b7 word the propoaed 
Bxecutin Order extending freezing control on a geographic 
baai a. Various suggested changes were adopted and considered. 
J,lr. Acheson indicated that the State Department wae opposed 
to the inclusion of tngoelarla, Spain and Por tugal and alao 
hoped that Switzerland would not 'be included, but understood 
that the President wanted it included. Kr. Foley, after con­
sulting with Secretary Korfenthau b7 telephone, indicated 
that the Treasucy was will ng to go along with excluding 
Yugosluia, Spain, and Portugal, but that Switzerland sliould 
be included. Ur. Acheson did not seem at all surprised at 
the decision since he seemed to take the view that that i s 
what the President wanted. 

The meeting lasted until 7: 90. By the conclusion of 
the meeting Acheson, Shea and Bernstein had substantiallf 
agreed on the fol'll of the Orde.r and had al1o arranged for a 
further conference at 2 o • clock on Konda;r to go onl' the 
Order in final form and also to go over the Re2Ulations and 
any other problfiiiiB that would have to be considered. Bel'Dat ein 
had indicated that the Treaeucy waa prepared to work on the r 
metter on Sunday but Shea stated he was going up to New York 
to make a speech on Sunday and Acheson stated he would be 
doi ng some work alone on the matter and then would aee Secretary 
Hull Mond&7 morniDg. Bernstein spoke to Ur. Foley late 
Saturday evening and advised him of the status of the matter. 

On Sundllf Shea called Bernstein at the Treuucy, and 
Bernstein advised Shea that Pehle and Bernstein and meabera 
of the Trnsucy staff were revising the Order and Regulations, 
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general lioe~e: and general autJiaatl8at1._ 10 u to 11e 
prepared to -go at &IIJ t i.u. Barq ~ ....- •••ftuoJ 
ltorgenthau talked to Acheson 011 the tel~ abo11f t1ae 
problem and advieed him that t he Tl'e&alll'f hd. reoelnl a 
inquiey from Ather ton of the State J)epu tamt 1Jr. oonneotion 
with extending freezing control to Bulgaria. Seoretarr 
!.!orgenthau felt Bulgaria should be dealt wi th aa a part of 
the broader freezing Order which was being considered 
Acheson said he thought that this procedure waa satisfactory. 
The Secretary suggest ed that Acheson tell Atherton. 

On Monday morning Bernstein called Shea and Acheso~ 
and advised thlllll that redrafts of the Order and Regulations 
were ready for immediate discussion. nevertheless, no meeting 
was held l!onday morning. 

At 2 p.a . on Monday af ternoon a meeting was held in 
Acheson's office, at tended by Acheson and Donald Hiss of the 
State Department, Shea, who came in about fifteen minutes late, 
Bernstein and, a little l ater, ).{r . Pehle, who had been attend· 
ing a conference in Secretary Mergenthau's office relative to 
the problem of Swiss and Italian banks that would be covered 
by the extended Order. Bernstein indicated to Acheson that 
tho Treasury had the papers all drafted and was pr epared to 
work on t he matter wi th the Committee as long as necessary 
with a view to reaching an agreement that day and submitting 
dcOUIIIents to the President so that the control could be put 
into effect before the opening of business the next morning. 
Acheson thereupon phoned Secretary Uorgenthau and advised 
him of the State Department's attitude on freezing Bulgaria. 
Secretary !!orgenthau indicated that the Treasury was ready to 
co3plete the extended freezing job before the opening of 
busineu on Jlarch 4, and that if it waa held up it would be 
because of the State Defartment. Acheson said that Ber~tein 
was in t he office and t ne Committee was prepared to oontLUue 
working until it agreed on all the papers that day. The group 
reviewed the Executive Order, and made a few changes. With 
these changes ado~ted,. Bernstein phoned to the Treasury to have 
the Order set up 1n final form and also mimeographed. (Copies 
of the Order and Regulations as finally agreed upon are attached.) 
This took place around 4 o ' clock. Acheson and Shea raised 
questions as to what should be the next move. They di scussed 
the possibility of silllflY report ing back to their super~ors with 
a view to a meeting be1ng held by the three Cabinet off1cera 
with the President on llarch 4. Bernstein indicated that he 
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~ould not agree with thie llu ot JI'OII t •• 1a n• of the 
fact that it na antielpattcl \llat ua o.t. 110111a be nlaittecl 
to the President before the ~ ot b .. 1DIII on Uarch '· 
Thereupon Shea went out of the meea111 1'0011 to phone the Attorney 
General and Acheson went in to Secrttarr Hall with a copy of 
the C.·der e.a finally agreed upon. 

Shea reported that ~. Jackson said that i f the Order was 
sati sfactory to Shea, Mr. Jackson was prepared to sign it imme­
diately, although be felt that it would be desirable to have a 
Cabinet meeting with the President and that any press release 
on the metter should be issued through the White House. Bernstein 
indicated that there was no objection whatsoever to the ~~:sa 
release being given out through t he Yfuite House rather t 
through the Treasury; that the Treasury was simply working on a 
dra!t of a release which would be sub:nitted to the Co:mnittee for 
their consideration and ap~roval with a vi ew to being made 
public in any way the Comm1ttee t hought desirable. 

Acheson banded Bernstein t he original of a memorandum to 
the President, initialed by Secretary Hull, which Acheson said 
was being delivered to the Treasury for submission to the President 
vdth the proposed Executive · Order, A copy of this memorandum is 
attached. Bernstein said that since Secretary Uorgenthau was 
wait ing to be advised of what action was going to be taken, he 
would have to take Mr. Hull ' s memorandum to the Treasury, and 
suggested that the group continue their discussions on the basis 
of several memoranda which Bernstein distributed indicating further 
action to be taken in connection with the extended control. 

After Bernstein left, Pehle continued the discussions on 
the basis of the memoranda, conies of which are attached. Shea 
raised the question as to whether the general licenses, etc. , 
described in such memoranda were available for detailed ex~­
tion by the Committee. Pehle advi sed him that the general 
licenses, etc. , were being prepared by the Treasury Department 
and that as far as the Treasury was concerned, it wouU be satis­
factory for the Committee to pass upon the general policy queatioua 
outlined in the memoranda. Both Shea and Acheson suggested that 
the Committee might keep itself abr east of all that was ~ppening 
in connection with the administration of the Order, and 1t might 
be necessary for both State and Justice to have several ~eople 
working in the Treasury to report to the respective Co~ttee 
nembers. They asked Pehle whether this would be satisfactory to 
the Treasury and Pehle indicated that t he Treasury would want to 
consider the ' matter. Shea said that he could not see how the At­
torney General could •supervise• the adDdnistration of the Order 
without some such proeedure. Peble replied that the term "supervi­
sion• had been included in the Order as a substitute for the 
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Gtner&l' 1 ngeatloa that tha lellllatiou~I'Ciftd br tha 
Co•itte• and that aoooriiDd,y ~ tel'll • de• .... not 
intended to ludioate that ~-State IDd ~D. ioe Depart..nte 
110uld pall on the Utaill Uillug 1D. the adaJ.nietl't.tlon of the 
Order. 

Bernstein NtUl'lled to the 'h-easuey and joined the uetlug 
in Herbert Gaston'• offioe. Meser1 . G&aton, Fole7, White and 
Kuhn were also present. Bernatelu deaoribed what had happened 
at the State Department and diaouaaed Seoretaey Hull • 1 -r&Ddla. 
It a a the Tiew of the group that Jir, Hull' s u110randua ade it 
undesirable for the Treaauey to au~t the Order to the President. 
Jlr. Fole7 took Jfr. Hull's 111e110randua and went 1D. t o 111 the 
Seeretaey. Secretaey Korgentheu oalled llr. Jackson and told 
him what had happened. Jfr , Jackson said that he wu prepared 
to sign the Order but thought that i t al.ght be desi rable to hen 
a meetlug of the cabinet olficers with tlie President, Secretarr 
llorgentheu told lir. Jackson that he ns golug to call the 
President and diacuu the matter with him to llhloh 1fr. Jac:kson 
agreed. Seoretal'1 Korgentheu o&lled the President and told hia 
what had occurred and read the memor andum to him. The President 
wanted to lcnow how the memorandum hed come to the 'h-easuey 
rather than direotl7 to the President, and Secretaey Morgentheu 
explt.ined that the State Department had given the memorandUII to 
the TreasU1'7 for the 'h-easU1'7 to deliver to the President with 
the Order. The President told Secretar7 Korgentheu to retUI'll 
the memorandum t o the State Department and t o tell the State 
Department that the TreaeU1'7 could not undertake to delinr 
this memorandum to the President, that the State Departunt 
could deliver it directl7 t o the President if the7 desired and 
that the Preeident'a lMJIOrandum of Febru&1'1 26 called for all 
three cabinet officers agreeing to the Bxeoutive Order. !he 
President ludioated that 1D. Tiew of the attitude of the State 
Department, he would not be prepared to aig)l an Order on general 
!reeling but that he would iaaue an Order erlendlug the f:reesing 
control t o Bulgaria. 

Secret&ey Korgentheu called 1lr . Jackson and told him of the 
conversation with the President and what the Treasury n s about 
to do with respeot to the memorandum. Seoretacy Morgentheu also 
told J.!r , Jaokaon that we had the Order extending freezlug control 
to Bulgaria which was going to be submitted to Secretar7 Bull for 
bia approval and that if Jir , Jackson would then indica~e hie 
approval , Secretaey llorgentheu would submit the Bulgal'lan Order 
to the Preaident. Jir. Jackson agreed to this procedure. 

Secretaey Korgenthall then instructed Bern1tein to retUl'll 
the 118110randua to J.cheaon. 
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Bernstein returned to ioheaon'a ottioe at aroua! 
6:80 and returned to .lcheeon Secretaey lfull • 1 IIIIJIOrandua 
to the President. Bernatein told lchaaon that the 'l'reulll'7 
felt that it was not in a position to delinr to tha Preaident 
a memorandum which had been initialled by Secretaey llull· 
that the 'l're&IU17 construed the Preaiden\' 1 IIUIOr&naua of 
February 26 aa calling for en agreement b7 the three cabinet 
officers on any freeafng Order that waa submitted to the 
Pl"uident, and that thh 111ant that the cabinet ofticere 
should actually aign &D7 Ordel' t o be aubaitted; that in rln 
of the fact that S.ol'etaey Hull •• not prepared to sign an 
Order involTing freezing on a wider geographical baait, the 
freaaU1'7 had prepared the fl'eeaing control Ordel' on Bulgaria; 
that it Secntaey Hull and the lttorne7 Genel'al would aign 
the Bulgarian fl'eeaing Ordel', Secretary llorgenthau would alae 
sign it end eulait it to the Preeident that enning for appronl. 
Bernstein alec told Acheson that presumebly ii Seoretaey Hull 
desired the President to han hh memorandum, Seoretaey Hull 
would submit it direotl7 to the President. l oheson felt quite 
concerned and asked what could be done about the matter in view 
of the President' a memorandua of February 26. Bernstein repeated 
that it was the Treaa1117 constl'Uction of that me1110randum that the 
Pl"esident wanted so111thing submitted to him only after it had 
been agreed to by the three cabinet officer• and that nothing 
less than Seoretaey Hull'a signature on the Order would 
constitute such agl'eUI&nt, and that therefore tha 'l'reulll'7 
could not aulait the Order to t he President • 

.lch.eson took the Bulgarian Order up to Secretaey Hull' • 
apartmant and Secretaey Hull signed the Order and Regulations • 
.lcheaon brought t he document• back t o hi• office where the7 
were rniewea: b7 To111leend and Shea of Justice and T0111l8end 
initialed the docUIIIllta on behal! of lCr. Jackson. Thereupon, 
after consultation with Foley, Bernstein took the document• 
to Seoretaey Korgenthau who initialed the Order and signed 
the Regulatlone. Secl'etary Uorgenthau arranged with the White 
House lor the documents to be signed by the Preeident that 
evening. Bernstein took the Order and ReltUlationa to the 
White House where the papers ll'lre signed ~1 the President. 
Thereafter, the documenta ore teleuaphed to the Federal 
Resern Banks and released to the preu • 
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TREASURY DEPARTMENT 
\, 

INTIEIII OI"FlCIE COMioiUNICATlON 

•• 

.u 9:05 rooierdq aorniDc Mr • .uberton h lopbonocl ao to tho etfect that 

Secrotarr of State Bull had t ol4 hi• on Satvdq that ho wao to lot the !rraa~ lalow 

vboo the Un ba4 coao to block !Ill car ian auoh 1D tho tJni ted State a, .ltharton 

o\atacl. that tho Uao had ...., arrind. He aa14 tho State Dopartaont ba4 plUDocl or1c­

laall1 to wait 1111Ul tho :Br1thh Millioter had lett Sotla, but that t hh 4-tvo won1c1 

.. \ hko placo WltU !uocla1, oo tho State Dopartaat aa14 to CD ah- with tho blook-

10( oo ~ro..sar. I aolcocl Atherton 1f ha kDow tho r ooult or t h e 1Dtarcl.opartaOD\al croa;> 

oo !o.t~ attanoon wl>ich wao conoidorinc tho conaral quetUon of freednc. Ha re­

pllacl.in the nopUn. 

I 1.Jmocl.1atol7 put in a call for tho Socrobrr'• office. I con Hr. Pohle tho 

abon inforaeUon at 9:10. .u 9 :25 I epokl with t he Socrotarr . chine h1a tho abon 

aeoaop. He aa14 wo woulcl. 41_,, 1\ at t he Staff aoetinc. !'he otoaot71>1 rooorcl. 

COftrt the connraaUon on th1o polllt 'llhich t ook place at tho 9:30 aaoUnc • 

• u 2:30 p .11. tho Socrotarr eallod ao to h1o office an4 1utructa4 ae to aoll: 
Pruldoot .Ulan Sproul to pan tho worcl. i n the 7ocleral ReoerTo :e..llk of !few York w 
to 1oterute4 'balll<o 1ll tho c1tr aot to put t hrouD> &ll1 :8\llgarian truoacUono of &ll1 

bportaDCe rutardq athnoon withOGt firot ptttnc ill touch with t he !!'rea~. I 

P" \hh aoaoaco to Mr. Sproul at 2:l!o ADd aoll:all h1a to call •• peroonall7 on &ll1 

n cb cue oo t hat I could clear 1t with t ho S.crotarr. In anowar to ar quoJ'7, Hr . ...... ~•1 

oa.l4 that he ba4 aot boell -• of &ll1 taportant tranaactlono 011 lloll&arlao accOUDt r••­

llrdq aorninc. 

4t 'tariouo Uau between 3 aac1 II o1olook Mr. Caaeron telephoned ae from t he 
facl.arol, roporU.nc four tranaaoUone ia'tOlrlng llulprian f llllcl.a. The aoat ioportut of 

thuo vere t ho follow11lt;: 

1. IIIIo Crocllt ~01e, Jrew York J.«eelC!T, h cl.eopodUnc with li'alloral a check 

for $200,000 cl.r.,.,. oa tho J'oclaral Jtourn llallk o:f !few York '117 tho Cbau 

llaU.ollol llallk for crocl1t to tho acco1111t with t he :l'oderal 1!01ern llallk 
of !few Tort of J~pquo ll'aU oll&la c1u Jtor..,.• do Toucoala'tio, Belgacl.o , 

Tucoola'tia , '117 order of :a_, .. Cl'ocllt llollpro, So:fla, llulcaria. The 

orec11t Su.lue, llew Tor t -'4-· reco1Ya4 their iDotrucUou from tho 
Croc11t SUltoa, Zurich. 'l'ha _..,.t of $200,000 _. t o 'bo do'b1ted not 

to tho llollpriall aecout - to tho Cra41t ~ .... Zoortoh. 

2. lleDk llaoioll&l uc-Uae laotructocl Centr al Haaonr :Bo.lll< 4o b-ut Co. to 
pq l'ocloral Ruano llallk of llraw Tort $23S ,000 for aeeOUDt of :Ballqv.o 

l!atiollola c1ll 11or-• c1o Toucoola'tie '117 orcl.ar of l!allque llaU Oilale !ollpro. 
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,._. .,.. two ~ -"• tnuuu-. - -sac a ... _. f!l t!IO ooo ,_ 
lilt ..-.r ~ late tlile ~ &II '*' Yltll llile N-.1 I el_.i .... t­
oo•• wl\b \U lear.._,. aal tel..,. I Jbo. Oloouc te ,..tttllldr- uc. 

!be Moo Mlahtor tel....,_ for ao Wloe renel'dq, - at lOI:J5 a,a, .... 
utor at 1120 p.a. Lt.lr:ewtoo tile ftaallll lllaln• teleplloa.t at 10 •·•· 1 414 aot 

thooo cello , :plaa41a& oOIIf-• 'llulaooo, len tlu!J al..,_ ,. oa tu trooalllc 
coaconiae 'llblcll I •• ao\ la a poolUoa to opoa~t, 

J.l 5 o' oloolt J'OOlorlq fllt-oa Jbo. hopt..._ of tho JrUloh ... ., cllllel oa ao 
tho ccDTOr .. uoa llo Uqalr.t u to tho o\a\u ot a ow frHolllc rocalatloa 1 ' 

1414 bb \bel I 00'1114 oa1T pi'OTl4e hla Yllh • cow ot tile Dow loaoo Ucbr arU~o f!1 
11arcb J, 11135 p.a. , wlliob ...... ao fll11 ... 1 

'locrolarJ' Morcwthr lqo Oota t to 1o- ._. :r- ot J'oroip Aaooto 
"J'rwotac" Or4ar-,. !..nw Jlorabi, 

Vaoii1Jii'oa.-IMHtu7 fll !r......,. .__,_toll lllo prooo oof/1-
loliiF- ton ot tore.._ aoooto 1 trooliac1 or4or will 'bo h- 117 uaanw 
ooralai. 

Mr. llor-lllou hal 'boea aokol lf troellac ot ~Qlorlu aooeto aliA 1111 
forelp aooll o .. la prcepoct, Z. repll.t aa - -• ca thh YiU lie 
1114• 1 117 t-rrov IIOl'll.lac". 

le llcllll.t to ..,. vholhar tu orl• v01al4 IIPP~ to l!lllprlu a nil o 
oal.T or ~4 lie -'> 'broad.or to laclul• ohhar Axh or all for•1Pl aoooh 
la \bh -·I'J', I 

1 ._ .. t.t that ltoptor4 oa11 oa Peblo ao ho vao loa'fiac ?be "toallUq, olaoO 
Pol!J.o woul4 ha.,. aoro -•• latonoUoa ?baa I oa ?lllo ou'bJoct. 

!llo foUOYlai h aa oxtroot tr. lllo? porUoa ot tu J)eportJooat ot ltato z.Aio 
!ollotla Jro. 51 of x.rcll 3, 19'11, vlalell oevuc ?lie prooo oof/1...,... f/1 loclrolai'J' lllllll 

'4 oorroop0114.U 1.aqa1P4 U til_.. vu .., lat-Uoa ?llo 8oclrolai'J' 
cca14 cl.,. ~ ?h lllllprS.oa ottuouoa. !h locrolai'J' repllc ?hal 
ho 414 110t 'boll..,. u U4 -'hlai aoro tbaa l1le prooo. 4oko4 lf tu oltuo­
U oa tharo aov wo 1111c1o •• to raloo l1le quonloa ot l1le trooolllc 117 tllo 
1hdtc ll?a\oo ot h1c~P"laa ta4o 1a tu t1dM aatoo, tu locro?CT repllc 
la tho otflnotlft, A oorroopoDloat laqllir.t la t hh ooauotloa lt coa­
ol4oraUoa .,..1 'bolac cl'~'• at tllo -o Uao to tiM frooolllc of t'alllo ot 
O.I'II&IQ' aa4 1\alJ'. !he Booft?CT rf!lorrc tu laquli'J' to tu TreaOUI'J'. 
4alc04 lf bo IleA &lna tho froaiiii'J' arq cplaloa roc:arll"C tho Jo.lcar1aD f\1114o , 
tho Socro?ai'J' repllc 111 tile atflrMtl'l'o aa4 &ol4 ho 'boll..,... 1? vae &l'l'oa 
t ble aorlllac. Aal<.t u ?h pron 001114 ••-o tr• thh that tu loclrot&I'J' 
oppr~ tbe froeeli>C ot ~- f\1114e, tho loclrot&I'J' apla aaoworc 1a 
the atflraa?ln. 1 
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1 4ooadW h lit, Clleft tu ~ 'lllliall we q.. wUh tho JrlUolo 1a ft111N 
ll(IU&U.ac \Wr M141..,. .t Ul\14 -.n- oMWiUoo. I e&l4 tlaat •t....U, 

oiat .... ..u k olallar to av - · t~Mt h . to pt rl4 .t tho ~U•• ..Uell 1M 
.,.... at u 1104 pri01 u poe&lUo wtt!Mat lwr1ac a a..r••olal un- oa tM 

.aM. a. :.o1U* 11M o-.lohat~ .n.tl4 1a aa 11'411'~ faalll•, oo4 

.._ aUo to a..-11-h 1a ~"••• -•• tile opoo4 at *1* tiM •-'tl" _. 
..u . 

._lit, Cllel'l< _,s..M tiM pood'IIIUU7 fill CloMk o\t•le1ac- aadn- -..&• 

Lot-*'-4 ""'· .... UblT ........ tiM 11alt14 ...... ,.,uc fll' tiMee .,_ ... 

.... Groat :.o1tala .... 1a ... w •• 1 ....... ~-...., ...... * .... 
pooo 1t ~ k uoll'aUo frta - ....,.tat till\ a ll('lli&Uea .t 

O...U.oalotUial:o .t .....n.. -Uloo 1 aoo . 1 h14 lit. Cllel'll:, loowo;a , \bat 

... ·~ ., flrot l'eMtla, aM tllat 1 ..u Ulce .. ~ .............. tiM 

~tor ldo co••'t-'1•. 1 ........ lit. Cllol'l< \bat 1M woo tree to 1 'lito 

tllb ... 4lroot~ ., .., tS.. Ia- .. ., ~ ............. \loa , .......... 

o:t 4lroat l.aftota_.o 1a Wo ND\1'7 *leJI ....U 'N _,.. .. , C1al'lt ropllo4 tll.a ldo 

toUaate wu I'OII&ItJ.7 - ~ ktw• $20,000,000 &M tllo.ooo,ooo. loa• .t We 

~' w.., to .-.n.. .su- I'..U.t u o...aa -. ..u '" .,r_.... -.J.T wtt~~ 
WttooUr. ,....._., u t.nt tW ~._.. aSaft7 ~·- .t tldo •tll'lal .-1L 

Itt \o rool1114 ea la a., 1'0&-'l& pll'l14 .t u ... 

1 -u .... w 1 --uea to -. IHN\01'7 at ua:so W• ......u.. I ..u 
~ Mr, 01an: .. otlllla ·~· .. wtlll- totq . .. U4 ... apeet.., 

NplT tJ'oo U 'WII'I Jdo &.,.n-o, 
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~ e; I 'BC• I -U=-l tide r.,.ne& tJ5,000,000 ~at, at 1a.,.u.t ......._ 

W.t ..,._ ... ~ tint U.U.tla _._ • a a c t wtUI leJcia. • aU 

bt .......... tide~.... Ia tM tint~. U.. lrlU* ~IUF ~ Mn 

oo\ :r" r_l.,.. -• at U.. . ccllllluloa fll tM lelci!'& •• 11$ at. Ia tM ....... 

IIOMia&c - la tc ~ u to tvu.. ~ta '*1* tM Jri.Uela 

,...,.,.~ -. ...,. 1a .. cuac ..a ··~ ..U. I ..w Macca •• let • -. 

....Ua ca U..ac ~lah u - u ~Ml'l.e, • 

J.t lla)O .. ..,. Ma-t ..UK ca •· • clloiiK • a .u..,.... ft.- I.IMca 

~~~0::=~\W~ U.. leJ.claa lllalatcr fll ,._ tut 1c ~ I.eMa ca ._. ID t• 
111 Ia ~ ta .. ...,. ~· ...,UK Ulat Ilia JIMlllc Mn •• 7&t W 

tu.h'cl• ..u. •• a , le1aC - • ...., 
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1e .. u "'-' lf he Ws'' liMP lip .._......, al,tl\, loa -u 
ttll4 anoUI•r oalllA. 
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.... • •le C..llr•• 

Regraded Uclassified



.. 

R.M. Jr: 

!larry 
Hopkin•: 

H.M. Jr: 

H: 

R.H.Jr: 

B: 

H. M. Jr: 

H: 

H.H.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

I!.M .Jr : 

H: 

H.M.Jr: 

, 

llarOb 4, 19'1 
lh 55 • ••• 

(Lauabe). Oh, you didn't like that yeaterday. 

No! 

Well, it vaa you vho eaid your voice had 
ohanged. 

(Laughe) . 

Liaten ••••. 

I'a having breakfaat vlth a meaber o f your 
atarr. 
Are you going to let ae have hia before I aee 
Bull? 

Yea, he 1 e coaing 1n a fev minutea. 

I want to knov vhat he did laet night. 

Well, I gueaa he moved around, he talked to me. 

What? 

Re did it. 

I aean I vant to get a report before •••.•• 

Where arer ou nov? 

I'a at the Yreaaury. 

What tiae do you expeot t o aeehia? 

Well, I ' ve got to aeehim before I go to Hull'• 
at 9:1 5. 
All right. I'll tell him right away he'd be t ter 
aet aoing damn eoon then. All right. 

Nov, vait a minute. That ian't what I called 
you up about . What dote one do when one l1kea 
to help the Br ltiab vitb ten outtera to get 
the Preaident ot the United Btatea to aay yea 
or no? 
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8: 

H.M. Jr : 

H: 

R. II.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.l!. Jr: 

H: 

H.II.Jr: 

H· 

H.IIJr: 

H: 

- 2 -

Doaa 1t baYe to be done under the Lend-~aaee? 

lCeah, •• tar •• I know. But the point 1e ) 
tnie: you eee I wrote the Praaident a ( 4{"-~ 
latter and I aent a man by the name of Hopkine 
wbo livee over in the White Houee a copy of 
it. 

lCaah. Well, if it'e goi ns to oome out of the 
Lend-Leaee bill you een't do e damn thing 
about it until the Lend-Leaee Bill ie signed. 

No, you're wrong. 

lCou oant lCou mean it doeen't come under LeodTLeaee? 

Well , we can get the whole t hing ready with 
the armaaenta and everything and tell the 
Br1tiab to aend their orewa t o Halifax eo that 
when the bill ie signed theea 10 
and then go with the firet convoy. Ve can do 
everything. 

lCou mean, the President make a commitment in 
advance. 

Be doesn't have to make a commitment; he Just 
eaya to me, *Henry, go ahead." See? 

lCeah. 

And I tben put t he pressure on the English to 
tall me how they want thaea eb1pe fixed and 
we ' ll tix them, and tell them t o eend their 
orewa oYer to Halifax and h&Ye them waiting 
there. I don ' t meen Lord Ralita~ either. 

All you want to know ie whether the President 
wanta it do_ne. 

TMt'a it. 

lCou don ' t want a written memorandum. 

t 111 cell me up or tell you -No, Juet i he 
I ' m not fueey who I talk to. 

All right , Henry. 
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B. Jl. Jr: 

R' 

H.M.Jr: 

H: 

R.M.Jr: 

All rllb'' 

taah. 

- '-

a.t Oox oYer here now. 

All right. Right away. 

Thank you. 
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liiDDWIDUll OF COHFB:IUmCE 

Place: Secretary Hull ' s Office, 

Time : 9:15 A. M. to 10 :55 A.Y. 

IMR & 1941 • 

Present: Secretary of State Hull; Secretary of the Treasury 
L~rgenthau; Secretary of War Stimson; Under 
Secretary of the Navy Forrestal; Director of the 
Budget Harold Smith; Special Assistant to the Sec­
retary of War, John McCloy; General Counsel of the 
Treasury, Foley; L. B. Lockwood, Assistant to 
Forrestal, and Oscar Cox, Assistant to the General 
Counsel of the Treasury. 

Senators Barkley, Byrnes and George came in between 

9:40 and 9: 50 A.M. , and General George 'Marshall, Chief of 

Staff, came into the conference at 9:50 A.M. 

'l'he following points were covered at the conference : 

1) Secretary Morgenthau opened the discussio.n by 

stating that since the conference on Sunday, ~rch 2nd, 

the assistants of the Cabinet Officers had met with the 

Director of the Budget, and had drafted an amendment to 

take t he place of the Byrd Amendment. Secretary Morgenthau 

stated that, after this amendment had been drafted, he had 

asked Oscar Cox to take copies of it to Senators George, 
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Barkley and Byrnes , and to answer any questions which 

they might have about it. He asked Cox to report his 

discussion with these three Senators. 

2) Cox stated that he had delivered the material 

to the three Senators, and discussed it with them. He 

added that Senator George had said that the amendment 

was satisfactory to him, snd that he thought Senator Byrd 

mi eht well be sold on it. Senator George suggested that 

Cox show this amendment to Senators Barkley snd Byrnes. 

Cox did this . Byrnes said that he did not know whether 

Byrd I'IOuld accept t he amendment in the place of his own, 

but added that the amendment was satisfactory to himself, 

snd suggested that Senator George was the man to try to_ 

sell the amendment to Senator Byrd. Senator Barkley 

told Cox that he thought it might be unwise to raise the 

question at all by proposing the counter-amendment . Senator 

Barkley thought that it would be better merely to point out 

that Congress retains control of the purse strings through 

the appropriation acts to be subsequentl y passed. 
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3) Before t he three Senators arrived at the meeting, 

Secretary Hull put fo rth three possible ways to meet 

Senator Byrd' s amendment: 

a) A percentage limitation on the 

amount of appropriations to the Arrq and 

Navy which could be used for defenee articles 

transferred under H. R. 1776; 

b) A provision in the bill to the 

effect that any defense articles procured 

from appropriations made after the passage 

of the bill t o the Army and Navy can be trans­

ferred to Britain, etc. , if, within thirty 

days, Congress does not disapprove the transfer 

by concurrent resolution; and 

c) That a six months ' time limit be 

placed on the t ransfer of defense articles 

procured from apFopriations made after the 

passage of H. R. 1776, with the idea in mind 

that the greatest emergency would occur within 

that period, and Congress could be faced at 

Regraded Uclassified



- 4 -

the end of that period with a request for 

more flexibility. 

4) Senators George, Barkley and Byrnes thought 

that the proposed amendment to meet the Byrd Amendment 

ought to be presented to Senator Byrd by Senator George. 

Their thought was t hat a great deal of time would be 

saved by doing this. Senator Barkley still felt that 

it might be undesirable to offer the amendment at all. 

5) Secretary Hull raised for discussion the 

Ellender Amendment providing that nothing in H.R. 1776 

authorizes the order ing of troops outside the hemisphere. 

Secretary Hull pointed out the fact that such an amend­

ment would be a f raud on the public, since nothing in 

the bill in any way authorizes the ordering of the troops 

outside of the hemisphere. Senator George pointed out 

that the only political argument that could be made 

against Secretary Hull ' s position was that, i f nothing 

in the bill authorizes the ordering of the troops outside 

of the hemisphere, why not say so in the bill? 
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6) Sa& tor George aqpttt4 tllat eou1atrat1oa ought 

to be ginn to u llllei!Deat malting it alear that radios md 

newspapers are not aovered bJ the bill. It na tentativel7 

thought that b7 ohangillg the word •faoilitiu• ill the 

bill to the word •plant• thla oould be covered. 

7) General llarahall thea gave a detailed l.ll&lpia 

of haw equlpunt origlaall7 illtended for the .l1'IIJ could, 

aa a mil1tU7 ~~&tter, be Mde available to Brit&ill ill 

our O'llll but illtereate. He poillted out that ill the oaae 

of guna 1.11d I!DII!mi tion, for e:a:1111ple, for 1.11 aJ'IIIf of 

1,200,000 m.en, there are enough guns on order ao that, 

if Britain held out when we were ill quantit,. prod~tion, 

the Dille -tha' 1Uppl7 of such guns, -mition, etc. 

whiah wu aontemplated to ll&intain the &l'lq in a tiu 

whe.n "' wre at war, ooulci be made available to Britala. 

He poillted out that this 11110unt of equipment, whlch 

oould 10011. be Mde available to Britain, would have a 

dollar value of about $1,000,000,000. Similarly, General 

lrarshall pointed out the situation ill oonneotion with 
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critical 1tema, such as heaYJ ordnu.oe, wbioh baa alreaq 

been authorized for purchase br Cougreas. B~re again, 

in oirc1.11111tancu similar t o that , for guns and •twmition 

the J.:nq could llllke nailable to the Britbh about 

f350,000, 000 worth of critical itema. 

General llarahall also pointed out the situation in 

connection with aircraft. Be indicated that the Armf bad 

1n mind ultimately setting up 180 squadrons, consi sting 

of 54 groups, but that its illmed1ate requirements 1n 

minimiDil form were onlr SO squadrons, aa long as the pro­

ductive capao1ty ns such that in a very short time 180 

squadrons could be equi11ped w1 th aircraft. He pointed 

out that thia aaaUIUd an adequate emount of trai.ning 

planea to train the pilots ultimately necessary for the 

180 aquadrou. He made clear that when we had reached 

or approximated this quantity production, we could, and 

it 110uld be to our adnntage, make available to the 

Br1t1ah the number of aircraft that made up the difference 

between the SO and the 180 squadrons. 
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WAR DEPARTMENT 

WASHINGTON 

HoDOr&blo Ho1n7 llor&ontbau, lr. 
Soorot&q ot tho TreaellrT 
DepartMIIt ot tho rr......,. 
Dear llr. Secretory: 

March 4 . 1941 

lllcloeocl 1a a correctocl ato toMnt. ot 
tho • toriel about which GeDeral llaroball opote 

• 

thlo 110rn1Jic. In tho or1c1Del Uo t which 70u had, 
tho top riabt-bt.lld tigan ..., tl,ooo,ooo,ooo, but 
thlo took 1Jlto &CCC!IIDt. DOt. olll;r act...U appropr:l.a­
UODa but 1101lioa that. baft DOt. 70t. liMn appropr:l.at.ocl. 
!bo correct. tigan, aa llhOWil on tho attocbocl 11at, 
ebould be $400,000,000. 

1 !Del• !eatou.,. 
Pol1c1oa 
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D:l~lf.l-LID ........ II'IIMIIII'~·• • "'' N'mt•=" •z , 
~,_,........ 1 

"- 11 -

........ -- - e.,oao,oao {roach) 

t. Crlu.-1 "- twr a,oao 
Mtiu-1 ........... ... 
•l"'""' :&1 ....... -'-'-

.. YalM - ~,000,000 .... 11Mil•' _,.. 
, ... !nliWII .,. 

lo~-a.JDO (U,600 ....._ .,._, -- - 1600,000,000 

\'alae - a.. 'r4t~OIIOwGDO 

• lJ M U le $ n1 II 

.. o.l MUte •rt J 
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THE WHITE HOU8E 
WASHINOTON 

March 4, 1941. 

Jdl,SOIWIDU!J FOR IIENRY MORGENI'HAU, lr. : 

This wae received in reply to my 
cable the other day. I don' t know wbat public 
announcements are being made in England but 
tbis information m18bt be ~ut in the bands 
or some or our friends. 

I t alked to the President about tbe 
coast guard cutters a few IIUnutes ago and I 
gather from what be said that be wanted to 
take a further look at it . He seems to think 
that certain older outtere could be used. 
At any r ate, I gather be is going to talk 
t o you about 1 t directly. 

Barry Hopkins 

Inclosure ( 1 ) 
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l • ~lAo fir ~.,.._ h hUN Q \uat1011. 

Dlraot teza•toa. 

(a) 'l'Jao IUrnllarl l'ata ot llloaao hx inoreeeed 

rrom S ehill1D&O ODd oixpoDaa to 8 ehillinge and eixponoe 

in the pound. 

(b) The rete of Surtax (Which ie an additional 

income tax imposed on all personal incomes exceeding 

~2000 per annum) increased on a graduated scale, so that 

income above ~20,000 per annum is taxed at 18 shillings 

in the pound, Pre-war peak was 13 shillings and 9 pence 

in the pound on incomes above ~50,000 per annum. 

(c) Examples of increases in the case of the 

married man with two children. 

Following amounts in L sterling: 

Income 

.f.500 
61, 000 
6 2,000 
.f.5 ,000 
uo,ooo 

Pre-war Tax 

8 . 
112. 
359· 

1536 • 
4173· 

Present tax 

37· 
211. 
600. 

2356. 
6006. 

(d) Death duties also increased . 

2. 1\'ar Time Profits . 

All company profits pay income tax at the standard 

r ate (8 shillings and 6 pence in tbe ~) and in addition 

profits of trades end businesses in excess or a pre-war 

standard are taxed 100%. 

3 • Indirect Taxation. 

This covers a wide range or commodities including 

articles of toed such as tee and auger. lrbe following 

are examples or war-time increases. 

(a) Spirits. Normal pre-war prioe or a bottle ot 

Whiall:ey wu 12/64 - of wbicb 8/5! was tax. Now 16/- to 

16/6d or Which ll/4i is t ax. 
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(b) Beer . ~verage pre-war price was 6d per 

pint of wh ich about 2d was t ax . Now 9d includi ng 4- J/4d 

t ax - end the strength of beer reduced . 

(c) Tobacco. Luty before A ril , 19)9 , 9/6d 

per lb . :lo<l 19/6d per lb. Po'Pular pocket of 20 cigarettes 

hu~ Increased in price fro~ 1/- (1Lcluding 5~d tHX) to 

l/6d (1nclud1nc Just over lld t a x) . 

(d) Purchase Tax. New internal tax applied 

t o a wide range of goods including clothing - bardwere -

furniture , etc . Rates or t ax l/6th or 1/Jrd or t he whole -

sale value. 
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TREASURY DEPARTMENT 

Secretary Korgenthau 

E. H. Foley, Jr. 

Subjeot: Liquidat ion of British Assets 

275 J 

o•n Karch 4, 1941 

At a meeting in Jerome Frank' s office at 
11:15 a.m. today, the followins! were present: 
Chairman Frank, Commissioner Pike, Wr. Schenker, wr. Puroell, l(r. Louchheilll, l(r. Kame.rck, Dr. White 
and Kr. Cairns. 

Chairman Frank stated that it was difficult 
for the SEC to appraise the plan proposed by 
Secreta.ry Kor~enthau in view of the niDI!eroua impond­
er&bles that ~t contained. The SEC waa, therefore, 
advancing & new pr oposal . Chairman Frank thought 
that the problem could be met by securing a group 
of public spirit ed men who would serve without com­
pensation as a committee. The committee, upon di s­
closure of Br itish asset s to it, would undertake t o 
secure !merican purchasers for the assets and would 
advise the British whether or not the price offered 
was fair . 

J!ter aoas discussion, the SBC agreed to 
submit the plan in writing to tha Treasury as soon 
as possible, probably this afternoon. 

f ,,.;-f. 0 
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llt.roh 4. 1941 
11:00 a,Ql, 

RE AID TO BRIT.UN 

Present : 

H.M.Jr: 

Gaston: 

I!.!.!.Jr: 

Gaston: 

H.W.Jr : 

Gaston: 

.llr . Kuhn 

.llr. Gaston 

.lira . Klotz 

.llr . Foley 

.llr. Cox 

I am waitin(: for Foley &lld Cox. What shape is 
the letter 1n now? 

Well , Phil brought i t to me this morning and I 
didn ' t like the construction about it. 

What don't you like about i t ? 

I think the order in which it is stated gives 
it a rather complaining tone . 

Really? ThAt is interesting, That is the ad­
vantage of showing it around. Complaining' 

Yes. It begins with a reminder of what you have 
done in this liaison work and then gets down to 
the real business of the letter1 which is a 
suggested consolidation. I woUld prefer to state 
in a businesslike way your opinion that the -
that the thing ought to be consolidated for two 
reasons, one is the advantage - the efficiency of 
consolidation, and second, that it will leave you 
the time that you will need for attention to the 
coomittee, and then I think that you c&ll work in 
something about the history of it. 
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!J.I.!, Jr: 

Kuhn: 

H.l!.Jr: 

J(uhn: 

u.r.:.Jr: 

- 2-

(Messrs. Fol~ and Cox ent ered the conference. } 

Well, Herbert, maybe you hAve missed the point 
of what I ~ trying to get over. These other 
fellows - 1~ the two of them (Foley and Cox} 
can read th1s while I am talking - they haven't 
seen it, 

Could Ed and Oscar hear Herbert's point quicklf 
again? 

llo, let ma state mine first . 

I see , surely. 

Then if Herbert wants to state his point after­
ward, that is all right. Wha t I want to do, 
Herbert, "is this. What is ootivating me? The 
thing that is motivating me is that for a l itt le 
over two and a quarter years I have been look­
ing at these various countries that want to buy 
material s for cash in this country, and when the 
Lend-Lease Bill passes, that era no longer exists, 
and I want a clean-cut break. I don ' t want to 
slide out of it, and I don ' t want to be pushed 
out of it, you see . t/011, that is the purpose of 
the letter and after I wrote that , then Philip 
Yo~ - and that is why I have ~ot Cox - who 
was 1nterested in this other th1ng added thet 
other thing, the question of how it should be 
done. I 110uld much rather write two letters. Do 
you see what I mean? The thing that I am inter­
ested in is me, this time. For two and a quarter 
years I have just given the best that is in me 
to this thing, and I just say I don'~ want to 
slide out of it or be pushed out of 1t . I want 
to f ormally sever li1J' connection with the President 
on this particular front . Novt, as to w~t he 
does with li1J' work, that is somet hing bes1de the 
point but for t his t ime I am going to think of 
n. u. , ' Jr. first , you see . Then these fellows 
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Gaston: 

H.II.Jr: 

Gaston: 

ll.L!. Jr : 

Klotz : 

II. l.I.Jr : 

Gaston: 

H.l.!.Jr : 

Gaston: 

H.M.Jr : 

Gaston: 

H.li.Jr : 

- s -

took it. I told them to t&ke it. What are you 
going to do with the work? I would much rather 
write two letters. Now, having said that you 
come back at me , you see . Now, you see ~hen 
you ~o over this thing there is nothing' from the 
Pres1dent to me ever having asked me to do this. 
The committee was set up and reports to the 
President through one McReynolds. It doesn't 
report t hrough me. There is absolutely nothing 
t o show my responsibility. Did you know that? 

On the Liaison Committee? 

Not a thing. I don't exist. 

Yes, I think I can find something for you, in 
which the President formally stated that the 
Liaison Committee had reported to the President 
through you, in a release . 

Then you are better than anybody else, but it has 
been that way. That has happened before . That 
is all right. 

But even if it is 

Well, I would like to see that, but even if it 
is, my fir st interest for once is me, you see. 
Now how would that - wi th that introduction, 
how' would you do the thing? 

Just the way I am proposing to do i t . 

You still would do it the same r1ay? 

Yes . 

In one letter? 

Yes. 

Have you written it out? 
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Gtlston: 

I!.M. Jr : 

Gaston : 

Foley : 

n.:.:.Jr: 

Cox : 

l!. i~.Jr: 

Cox: 

C-aston: 

Klotz : 

H.i.l . Jr : 

lilotz : 

Gao ton: 

- 4 -

I have written half of it - two- thirds of it. 

Well, could you read what you have got? 

279 

Yes. Did you 1vant to get these gentlemen • s 
(Cox and Foley) impression of the letter as it 
stands? Maybe I am all .. ,rong about it. 

I think for the purpose you have in mind it is 
all right. • 

Herbert thinks it is a complaining letter . 

Well, I think it has that implication. I had 
read the letter before . 

You had? 

The draft of it , and I wasn't quite sure what 
you were trying to do . It is clear now, and I 
think you could say that much more directly and 
to the point without giving any implication of a 
complaint and also without necessarily covering 
the second thing. It seems to me that is a 
practical problem, whether you want to cover the 
second thing in the same letter or a separate 
letter. 

It looks to me difficult to say what you want to 
say without saying --

I haven' t seen the letter. 

You haven't seen the letter? 

No . This must have happened after I left yester­
day. 

It looks to me difficult to say what you 11ant to 
say without saying that you wish to surrender 
this liaison work to the new conu:U t tee, because 
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U.J.:. Jr : 

Gaston : 

Cox: 

Gas ton: 

- 5 -

the Prea~dent has alreadl indicated he wants 
the Russ1an purchasoo there and that turns out 
to be the business of this letter, what is in 
the lat ter part of it, a direct suggestion that 
the Harry Hopkins organiv.ation, that is the 
new Advisory Committee, aa a committee ~nd not 
through you, take over the work of coordinating 
all foreign buying, and it seems to me that 
suggestion should be made directly in the be­
ginning of the letter, and there are two reasons 
for it . One is that a logical coordination of 
work - it all belongs in one place; and the 
other reason is that your duties on this new 
committee are going to be important and you want 
to be free to do those and no t have the thing 
confused by having those added words. 

You wouldn't say anything about having done this? 

I would, but I am going to try to work it in 
smoothly and lo~ically later in the letter. I 
don ' t think it 1s logically brought in in the 
letter as it now stands . Do you agree with me , 
Osoar? 

Well, I think it is l ogically brought in, but it 
is a question of what you want to emphasize. It 
seems to me if the primary thing you want to em­
phasize is going off on a clean-cut break unless 
the President wants to turn around and specifi­
cally ask you to do it, you ought to say that at 
the beginning, and at the end explain a little 
bit about the past history. 

ThAt is Wf idea of it . 

Well I would like to say something wi thout t ry­
ing to confuse it . I will tell you peopl~ now 
I will be ready at 3:00 o'clock to meet w1th 
you again. You can conclude by, that that I 
consider this important. I don ~ !ant to con­
fuse it , and I am not trying t o·1nrluence you. 
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But the reason that I 8.ll1 more sure than ever -
I will wait until you finish reading it. 

I have . I am listening to you. 

The reason I am more sure than ever there are 
two things that have come up. I se~t for Philip 
Hopkins told Philip that with his rignt hand he • 
should help him and with his left hand he should 
continue to see these countries who - let's say 
other than Great Britain, China and Greece to 
over-a~pli.fy it, you see. Now, Hopkins had two 
hours nth Purvis and he is sounding Purvis out, 
where should we bUJ - again over-simpli.fying it -
the agricultural products and Purvis, I gather, 
told Hopkins, ~Vell , the place to do it - the 
only formal purchasing agency other than the 
Armf and Navy is the Procurement in the Treasury, " 
you see. Now, that means that I have got to 
do it again, and I don't want to do it, which 
all the more - this is the end of an era and 
anything that I am going to do now - first I want 
the President to ask me, and in the second ~lace, 
I want to weiib it very carefully and talk ~t 
around and after - assuming ~ full 25 per cent 
of the responsibility with this Board after all 

the things we have been through this morning on 
the Lend-Lease - but I have got to do two things 
here. I have got to raise more money than a~­
body ever raised before in the world without 
having a capital levy, and two, we have got. to 
raise a lot more taxes than we have ever rused 
any place; and those two things in themselves 
are enougn for a~ human being. I hope I can do 
them. Now anything else , I think, ougnt to be 
weighed by mf staff very carefully as to whether 
I can do them without so weighting myself down 
that I have failed what I am charged to do. 
Those two things are mf first dut ies, and every­
thing else is something extra. 
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Gaston: • 

H.!.!.Jr : 

Klotz : 

H.M.Jr: 

Gaston: 

Klotz: 

Gaston : 

I!.M. Jr : 

Cox: 

H.l.!.Jr: 

Cox: 

-., -
I think you are tracking absolutely right . 

And thel'efore, we I hear of Pul'vis who is 
friend but he also - he loves to 8~ 8 the thmfi come back. ng 

He does. 

And Philip, who he.s his own problelll and who is 
very loathe to go over and work with Hopkins 
and has this organization on his hands, and all 
of these things, that is all the more ~eason 
wh;v I 1'1111lt to have a very clean-cut lin.e. 

Yea. 

I am with you a hundl'ed per cent. 

Well, I f eel that --

And that is wh;v I am laying so much stress on 
this letter. 

That is ri£ht, Of oourse you have got a third 
thing whicn, it seems to me, as a member of the 
Board and administratively, you have to handle is 
the financial thing because of the past background 
of knowing what the British investments al:'e and 
because it is essentially a financial problem, 
and I should think in a very eal:'ly stage the 
President would have to ask you to steer that as 
against the straight purchasing end. 

Well, tell them what Hopkins said. 

Hopkins said t his morning that it seemed to him 
very clear that the whole problem of what the 
trade should be and the whole problem of picking 
up existing British orders through the ArmY and 
Navy and giving the British cash was a problem 
the Secretary of the Treasury ought to handle and 
not he. Aa it lined up in his Jrlnd, he thought 
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Gaston: 

H.li.Jr: 

Gaston: 

li .L!.Jr: 

Gaston: 

Klotz: 

H.ll.Jr: 

Gaston: 

H.l.I. Jr: 

- 8 -

he ought to concentrate on the main job of · 
getting the British airplanes and the Finnish 
guns and so forth , and the financial thing 
ought to be separated out to the Secretary 
of the Treasury again, 

Well, that is another 1118.jor job with some refer­
ence to that and also to the other duties of the 
the other very increased load to the Secretary 
ought to go into the record. 

I think yes, which isn't in at a]], and don't 
forget, Herbert, you are going to shew me Where 
the President said in a release that I am the 
fellow. 

Yes. 

Ed, you are being quiet for once . Are you ex­
hausted? Did Mr. Hull exhaust you? 

Just let me say this , that I think that using this 
review of what has been done toward the latter 
part of the letter gives more that impression of 
finality, you see , and the logical impression of 
finality that you are washing your hands of it 
than to start out with it . 

That is right. I don't like the letter at all. 

Well, 1l'hy don't we all meet again e.t 3:00 o'clock, 
and if you fellows could meet in Gaston's office 
e. little bit before that e.nd whenever he is 
ready - so that you will he.vo a lit tle preliminary 
boxing match, you see . 

I will try to get 11\Y idea o£ a draft out trl thin 
the next hour and send copies to these three 
gentlemen, and then we can meet on it before 
3:00 o ' clock. 

I wasn' t entirely satisfied with the ending. It 
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Cox: 

U!.Jr: 

Cox: 

H.ll.Jr: 

• 

.. _. to ldll4 of 1101&6 off tMH. iat I 
d111't think - 1Im IUI.O{htr ti'J'at lt, "'• 
beoauae JOU ate - am I r ight, Oaoar, that 
HarPJ Hopkins ia groping? 

That ia right. 

And b7 uainf all of our people , we could help 
direct it e ther here or a~ fr0111 here? 

That ia right. 

Now, you see the great trouble ia - I !1181111 
fOU un haTe been working on me on this Lend­
Lease Bill, and when ;rou see that there ia no­
bodf elae around here who is doing the leg work 
except us and - it is the same thing on this 
other thing. I don't want Hopkins as a front 
and t he Treasu., taking the fUll burden of enPJ­
thing. 

Can' t we get the N.Y.!. to give us a couple of 
cabinet members as a defense project? 

(Telephone conversation with Secretary stimson 
follows . ) 

• 
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Henry 
5t111ton: 

H.M. Jr: 

s: 

H. M.Jr: 

S: 

H. M.Jr: 

S: 

H.M.Jr: 

S: 

K.M.Jr: 

S: 

H. M.Jr: 

Hello, Renl")'. 

Hall o, Harry. 

llaroll 4, 1941 
11:16 a •• • 

I've bean thinking over th1e thlng and talking 
it over and I aa profoundly dlaturbed b7 the 
leaderah1p - or absence or it - in the House _ 
ln the Sana te. 

You and •• both. 

Well now I talked to the Pruidtnt the other 
night and reported to bla the tirat conference 
and then I Juat called bla up a rev ainutea 
ago - he etill vaa in hia rooa - and I told blm 
about tbla. 

Yeah. 

I had urged hlm to strike t or night eeee1one 
on Saturday when I talked wlth h1m and he saye 
that he le meeting oppoaitlon on that; Pat 
Harriaon ie the only one who ie earnest in hie 
eupport or that, and the thing that troubles me 
moat ia the abeenoe or l iaiaon direct with my 
department on matter• that t he Army ie concerned 
in eince we've gotten over ln the Senate. You 
eee the House aeked tor help. Cox and McCloy 
ware up there. 

Yea. 

I wonder it we can't get thea to - lt i t wouldn ' t 
be a good plan to - t or me t o eall up George 
and otter to have them come up and confer and 
be read)' tor inquiry. 

I'd be delighted lt you would. 

I thlnk that lt'e appropriate tor me to do 
it because ae you aee after Marehall epeake 
they underetand how directly 1 t h1 ta ue. 

Yeah. I would be delighted. You know - well 
there'e no use going all over lt- but tully 
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no aontbe -co I called up the Prelident and 
aeked bla Wbet~er be wouldn't aek Hull to 
ooneider tbla hie reeponeibillty. You eee. 

Iae. 

And the Pree1dent never did it. I tolloved 
up on lt and he never did it. Nov , yeeterday 
or the day bet ore, I told Harry Kopkine how 
they ueed to meet in the Houee every morning -
the leader• in the aaJority, the Oemoorate in 
the coami ttee - and epend an hour going ever 
thle thing and cur men were up there vitb thea. 

lfhlle thle thing vaa going through the Rouae , 
you mean. 

Iee, and Harry eaid, 1 fhat'e tine. I'll go 
rlght in and tell the Praeident and get him 
to oall up Barkley to do the eame thing,• and 
nothing happened. 

Ie Barkley the man to do it? 
have the carriage ot the bill 
Senatet He ' s Chairman ot the 
reported 1 t. 

Doeen' t George 
through the 
committee that 

Well, yea, I auppoae eo, but don't under­
eetiaate Barkley, you know. 

Oh, no. I'• not under-eetimating him at all; 
but I d1d.n 1 t wan t to put eoaebody1 1 noae out 
ot Join t by going to the wrong aan. 

No, I tblnlt that 1t you called up George and 
aeked hlm thla I think it would be al l to the 
good because it be vanta a oouple ot men by 
ble ~lde lt vould be much better tor h1a to 
aek tor it than to bave Barkley tell hlm to 
do 1t. 

Iee. It eeeme to me eo. 

All r ight. Nov vbat we're doing , we're going 
to put dovn on a piece or paper - my men are -
vbat ve can or oannot do vlth airplane• vhlch 
are on order or airplane• vhich we've a~ready 
taken delivery on becauae I am not •••••• 
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Other atutt that we've taken delivery on. 

Anything. 

rrankly, I blame myeelt very muoh tor I didn't 
oa toh the danger that I think inhere a in that 
amendment about the one billion three. It 
applies to all articles hereafter - I mean, 
heretofore appropriated tor and that mesne 
almost anything. 

Ot course I am not aatietied and nobody baa 
yet explained to me how you are going to 
traneter 100 a.r ticlea or war either which are 
on contract or which you have taken delivery 
on under the present l egislation. 

Well, on contract I can aee poaaibly that we 
might use money trom the Lease-Lend Bill to 
-oay tor the dovnpaymenta to replace thCI! e 
and .•.•.• 

But it will depend upon how the appropriation 
bill ia written. 

Yeah. 

Well, I tell you, our boya are doing it and 
ae eoon aa it's written 1 111 eend you over a 
copy tor your criticism. 

You mean a copy ot the proposed a ppropriation? 

No. Just an analya1a ot what the a1tuat1on 
ia today and what we would need, because the 
Budget and the Treasury don't aee alike on 
thie and we can't attord to have the t hing 
pan. 

No, we can't attord to have any aplite on 
our aide. 

No. So 
eend it 

I'll be 
aa aoon 
George, ...... 

as soon as that i s done , Harry, I'll 
over to you. 

very glad to •~• it and I'll try -
as there'a a chanoe ot getting at 
1 euppoae he's on the floor nov 
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I don't know. 

I'll tr1 to get him and 
••• • 0 • 

Well, it 1ou'll call up Colonel Kaleey he'll 
get him tor you. 

Colonel Haleey up there? 

Yea. 

Who doea he represent? Var Department or 
Treaaur:rt 

He'• tha Secretar:r of t he Senate. 

On. Secretary of the Senate. All r1ght. 

Be1ng a Colonel I euppoae he repreeenta 10u. 

(Laugha). Val l, I'm not aa well acquainted 
with t heae heathen on the Hill. I uaed to be. 

Vall, Colonel Raleey i s very ni ce and he'a 
with ua. 

He'e Secretary ot the Senate . 

And he' e one or ua. 

Vall, that's good. 

Yeah. More power to :rru. 

'lhank JOU. S&llt to you. 

Regraded Uclassified



Gaston: 

Stephens: 

H.!I.Jr: 

Klotz : 

H.U. Jr: 

Klotz: 

H.I.I. Jr: 

,. . 

- 10-

The name of the vice-president la Hanr,r iallaoa, 

(Laughter.) 

(~. Stephens entered the conference, ) 

~. Young was over at the Defense Commission 
and he is on his way back. 

Well, tell him to go back there. I t is too late 
now. 

Poor Steve, He doesn' t know whether you are 
kidding or not. 

(~. Stephens left the conference . ) 

The Coast Guard gives me an aide, and in the first 
two years I teach him how to g et a sense of humor , 
and in the next two years I teach them not to use 
it too much. By that time their tour of duty 
is over. 

That is true . 

All right, Herbert, I am glad you expressed your­
self on these things and the more people that see 
it, the better, anil I will aee you all at 3:00, 
and that is that. 

. . 
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March 4., 1941 
3:00 p.m. 

292 J 

RE AID TO BRITAIN 

Present : 

Gaston: 

Jl .M. Jr : 

'last on: 

H.M.Jr: 

Gaston: 

Mr. Gaston 
Mr. Kuhn 
J.!r. Young 
Mr. Foley 
l{r. Cox 
llrs. !G.otz 

L!r. Young has made some relatively minor 
suggestions which I think are good for 
changes, but I haven't had time to in­
corporate them in that draft. I have a 
note of them here in pencil. 

Oh, oh. Well, why don't you rend it to 
me with the changes~ 

Yes, I will read it to you. 

"My dear Mr. President: 

"With the signing of the Lend-Lease Fill, 
the era of caeh-on- the-barrelhead will cooe 
to an end for the great bulk of foreign 
orders. The new system means a great 
extension of our own effort, and it obviously 
calls for a completely different form of 
organization . " 

Say it again, Herbert. 

"The new system means a great extension of 
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our Ollll effort IDI 1t e\nouq o&lle for 
a oo.ploteJ.r 4iffel'Oilt toa ot Ol'pllllatloa. • 

When 70il aa:r "our•, who do rou ref or to' 

The United Statea. 

Do JOU lll.Dd aart~, "The new a:ratea anna 
a groat extenalon ' 

•ot Olll' Dlltional effort•o 

That h all right, "Our national" Ol" -­

"&dw!nlatration. • 

I think "national effort• ia better. 

"Ot our"' 

Yea. 

~atlohal effort.• 

1 &nd it obTiousl:r calla tol" a oompletel:r 
different fora of organisation. I tully 
appron fOUl' deoiaion to ut up an .Adrlaor:r 
Cc..lttee --• 

Oh no, he wouldn' t like that. I don' t 
like that, "fullr appron." That h patl'Oll­
hlDC• "f hll7 appl"OTI - -• 

1h7 not atlll"t ott by aa7ing, "Toul" deciaion 
to aet up an .AdTiaor:r CoiDiaaion --• 

Yea, "Your deciaion to aet up an AdTiaor:r 
Coaadttee to aaaiat you aeeae to ae to haTe 
been Tel'J wise.• 

Regraded Uclassified



H.M.Jr: 

Cox: 

H.M.Jr: 

Gaston: 

Foley: 

Gaston: 

H.M.Jr: 

Gaston: 

H.ll.Jr: 

Gaston: 

H.J.!.Jr: 

Gaston: 

- s -

pat ia all right. Or would you sa 
Ia a step in the right direotion"?y, 

Yea . 

I would say, "It is a step in the right 
direction. It is a etep in the right 
direction. • 

Well, that is sort of derogatory. 

I think ao, too. Why don't 70u aa7 
"I think it is wholly wiee and I fe~l 
greatl7 honored --• 

"And I feel greatl7 honored that you have 
aeked me to be a member of this Collllli.ttee. • 

.ill right. 

"I shall of cou.rae be delighted to do any­
thing and everything I can to forward its 
work. 

"Co-ordination of all foreign buying will , 
in ~ opinion, be not less but even more 
necessary under the new system than under 
the old cash aa.le a plan. • 

Just a second. Is thet a little involved? 
"But not leas than --• 

We will just sa7, "Complete coordination 
in ~ opinion will be even more necessary - -• 

That is right. 

"Under the new system than under the old 
cash sales plan . I therefore wish to suggest 
that the liaison work on foreign purchases, 
heretofore done in the Treasur7 under my 
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direction, be consolidated with the work 
to be done b1 Harr,r Hopkins as secretary 
of tbe new AdYisor1 Committee. 

"You will recall that at the first meeting 
on March 1, of the newly constituted AdYisor1 
Committee , I brought to 1our attention the 
problem of Rua sian purchasing, and you 
stated that you felt that this cazae within 
the scope of work of the new committee. I 
think the same considerations should apply --• 

Do you mind using the word "purYiew•, because 
that is the word I used. Don't like it? 

Well , purYiew means contemplation. 

111 right , scope is all right . 

"I think the same consideration should apply 
to negot iations with all other foreign pur­
chasers. Some, like Canada and the Nether­
lands, will continue to pay for their American 
orders in cash, and the Dutch expect to continue 
paying cash for the remainder of the year." 

"War. • 

~ar. Since the same questions of aYailable 
suppl7 and knowledge of A.erican capacity 
will apply it seems to me that the same 
group that

1
handles our aid to Great Britain 

and other countries under the Lend-Lease Act, 
should also handle such foreign purchases 
as are made tor cash." 

Excuse me just a second. 

Going to change this? 

111 r ight . "In fact --• 
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"In faot,.it would seem both desirable 
and praot1oable to haTe all foreign 
govern.ent purchasing, co.meroial as 
well as militar7, coordinated in one place 
so that it can be fitted smoothly into 
United states production. 

"in added personal reason for this con­
solidation is that it will leaTe me much 
freer to concentrate on the work that I 
shall underte.lce as a melllber of the AdTlsorJ 
Co!al.ttee. • 

Wait a minute. "An added personal reason - • 
well, ian' t 1lha t you want to a&J, • .ln added 
personal reason for ~ recommending this 
consolidation"'? 

Well, it ia,"An added reason personal to 
me tor this consolidation. " 

I just don't like the wa7 it is worded. 

Well, let's sa7, •tor ~ recommendation.• 
"in added personal reason for~ recommendation. • 

"Suggestion. • 

Couldn't 70u sa7, "My reco.aendation is 
influenced b7 ~ persontt desi re to be much 
freer to concentrate --

I don't think it is as auch a personal desire 
as a matter of necessity. 

All right. That is all right. 

All right . "An added personal reason for 
~recommendation is that it will leave me -
thia reoo•endation --" 
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Well, that is both personal and depart­
aental. Wouldn't it be clearer to say 
"An added reason for this consolidatio~"? 

Yea . 

297 

Let's juet leave out the "personal." How 
would t hat be? "An added reason for this 
consolidation is that It will leave me much 
freer to con.centrate on the work that I 
shall undertake as a member of the Advisory 
Committee . If I were to retain any part of 
the liaison work ilong with m, new duties, 
I feel that I could not do full justice to 
one activity wl thout neglecting the other. 
That is all the more true because I anticipate -
in fact I know - that the strictly fiscal 
responsibilities of the Treasury Department, 
including those in connection with the Lend­
Lease Act and the enlarged financing program 
wi l l add greatly to the demands on m1 time 
and energies . I feel, therefore, th~t it 
will be physically impossible for me to 
continue to give to the foreign purchase 
contacts the time and attention I have been 
giving them." 

I ara not crazy about it. Go ahead. 

Oscar has got a - and I have got a suggestion 
on that paragraph. 

I am not crazy about it. 

b t the taxes in You don ' t say anything a ou 
0 cnnection wl th the enlarged financing 
program. 

Yes , I thought of that. 

Enlarged tax and financing program. 
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"lalarged tax ana flaanoiQC prograa • I 
think that 1a 1ooa. • 
.And when JOU are talking about "phnioall7 
l~o•alble,• I don't know what- it 1 e ... 
to ae that JOU are not real17 doiug what 
JOU want to do when JOU a&J, "phJaioallJ 
~ouible.• 

That 1a right. 

You •au. JOU are willing to do thh l! 1M 
wmta to gin it back to ua and gin us a 
free hand ao we don't want to foreclose 
that. 

111 right, let'a juat drop that sentence. 

Yea, I would take the whole sentence out. 

That ia right. 

The argument is too good. 

These bright 70ung .. n are alw&JS reaching 
for aoaething 110re. (Laughter) 

You can't sa7 that we are not around JOU 
here. Alaost a circle. I was wondering 
if it waa entirel7 correct to SIJ, "If I 
were to retain ay part of the liaison work 
along with -r new duties, I feel I could 
not do full Juatlce to one without neglecting 
the other.• I don ' t think that ia quite 
factuall7 true. 

There I simply picked up the aentence that 
waa written before. 

Yea, I know. 
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Young: 
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H.lf.Jr: 
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Gaston: 

Fole7: 

H.M.Jr: 

Fole7: 

.. u, .,llflt4 bJ lllflllfo '\Jaat h all tilt 

.., tnt. I tlllilt tllat 11 probablr tne 
aleo. 

You 117, "an7 part,• 

Well, euppose we •ar, "Juat to retain the 
41rect liaison work, inatead or, "tD7 part 
of the liaison wOI't, • 

All right, that i1 bttt1r. 

'"If I nre to retain the cllrect llai•on ..,rk. • 

That h better. 

I ju1t Cfllltion that whole par-craph. I 
qu11tlon the whole par-craph. 

Can't 7011 take the whole par-craph out? 

Inetead or stating it, I would just leaYe 
lt - I .,an, he will read it into there. 

I que1tion the whole thing. Be ian't lntereeted 
1D how 11110h work I han got to do. 

B• would 117, "Enrybodf 11 doing liON than 
thq can phyaloall7 do. 

That lea1u the r11t of it hanging in the 
all'. 

I think tha7 put it in there, lfr, Secretary, 
becauee they thought that h what you said 
thll aorning. 

tee, but you are taking thre• and a half 
p-c•• to e what I said. 

Well, thll 11 the hl&rt or wbat you auggested 
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W.ll, fix it i ud I 11a7 11ft it out 
IJI1ft1• Kalte t lllOoth, and I cu •• 

All rigbt. 

"tf I were to retain the direct liaiaoD 
work along with -:t Dew dutiu, I feel thlt 
I could DOt do fUll ju&tice to one actiYi\J 
without neglectiag the other. That 1a all 
the .ore true becau&e I anticipate - in fact 
I know • that the atrictl7 fiscal reaponai­
bllitlea of the Treaaur7 Depart.ent, lncludlag 
tho" in connection with the Land-Leaae Act 
IJid the enlarged flnuc1ng profra will add 
great17 to the d•anda on rq t .. and enerflea. 
I feel, therefore, that it will be phJaical 7 
impoaeible for 111.e to continue to give to 
the foreign purcha&e contact• the tlae and 
attention I haTe been giYing thea. 

"For acre than two Jeara, Iince JOU aet up 
the Lial&on Calaittee ud intor.all7 asked 
• to nndertake aupenlaion of it , it hi• ben 
abaorbing an increasing •ouat of rq effort. 
I felt that JOU looked to .. to contribute 
the driYiag effort& and guidance neceeear,r 
to get reaUlta, ud I hiYe beeD coDtributLDc 
thea jo7fllll7 IJid to the b"t of rq abllit7. 
I was eYen wllliag t o neflect aoae detaila 
of Trea&UI'J re•poneibi l i 1 b7 aaaigniDg th .. 
to othera, becau•e I felt that there could 
be nothing acre iaportant in the whole field 
of our Mati onal effort than etrengthenlng our­
eel Tea b7 adding to the defen•e of the natlona • 
that were and are fighting to preaene deaoorac7. 

I doa't like that at all. That ia what 
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Mrs. Morgenthau calls being self-righteous . 

Well, let ' s go on. I don't like either of 
these paragraphs on this page . 

Drop all of t hat --

I don ' t like that. 

You can drop all of that except the first 
sentence . It would absorb an increasing 
amount of my effort. Shall we do that? 

Yes . 

"The physical work here in the Treasury has 
constantly increased. I had able help in the 
beginning from Admiral Peoples and later from 
his successor, Captain Collins . Then the 
volume of detail became too great for the 
Di rector of Procurement, and I created a 
small section under Philip Young to handl e 
i t. The scope of the work has expanded far 
beyond contacts wi. th the various purcha.sing 
missions . The purchasers have been put in 
touch wi th the right manufacturers; priori ties 
have been worked out among the foreign buyers ; 
forei~n needs have been reported and surveyed; 
everything possible has been done to see that 
foreign requirements were met and the goods 
delivered. Before your Advisory Commission 
on National Defense was set up, and even since 
then, we have done a great deal , as you know, 
to iron out kinks in production and directly 
to induce manufacturers to expand their 
product ive effort. In the last eight months 
we have dealt with more than 1,600 requests 
f rom foreign countries, of which 1, 000 were 
from the British, 300 from the Dutch and 300 
even more time- consuming reques t s f r om other 
countries . 
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~e have seen others converted to the point 
of view you and I had in 1938 and the work 
of cooperation wi th the other democracies 
has now assumed an extent and magnitude where, 
as you have been quick to realize, responsibility 
must be further shared. I feel strongly that 
this sharing of responsibility must be clean­
cut; that we can not have confusion and twilight 
zones of responsibi lity; and, further that ;you 
would not wish me to waste ~ energie; b;y 
scattering them. " 

I think that last clause should come out. 

I just don't like any of it. Go ahead, 
Herbert. We will finish reading it, please . 

"Therefore, I request most urgently that I be 
relieved as speedily as possi&le of all further 
responsibility with respect to contacts with 
foreign purchasers, except such responsibility 
as I shall have along with the others who are 
to be members of your Advisory Committee under 
the Lease-Lend Act. I should like, with your 
permission, to turn over immediately to this 
committee, to be administered by Harry Hopkins, 
all of the foreign purchase contact work we 
have been doing. I have alr eady begun to turn 
over a part of this work to him, and complying 
with the request stated in your letter of 
February 25, I have offered him the assistance 
of anyone he needs in the Treasury to prepare 
for his task. 

"Since this letter will , I hope, constitute a 
final surrender of my responsibility ~s. the 
Presidential liaison officer of the L1a1son 
Committee on foreign purchases , I should like 
to express my pleasure and satisfaction at 
having been granted the privilege of doing 
this work under you for a cause to which both 
of us are so deeply attached, and to assure 

I 
! , 
·' 
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you that I ahall continue to devote not 
leas cheerfully all the energy I poaaeae 
to any new taaka you may aet for me. 

Faithfully, 

Secretary ot the Treasury• 

No, where is my letter, Herbert, the one we 
had this morning? 

Who has it --

You han it. 

You mean the original that you dictated? 

I don' t have it, Mr. Secretary. 

I thought I brought i t in here with me . 
will go back and get it if I didn ' t. I 
hand it to you, did I? 

I may have a copy. 

I 
didn't 

It is on my desk if I didn't bring it in. 

Do you want to ask your girl? You can pick 
up the phone. 

You mean t~e original one you dictated? 

Yes. 

I have got t hat whole thing you gave me. 

You mean the thing I had this morning? 

I want the letter as I brought it in this 
moming. 
Was that with the corrections we made over­
night? 
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Yea, air. It wa.a•t r•tJPe4 witk tbe 
oorrectlon. in it . 

lo, this is tr1ing to tell thea how to do 
it, the whole Len4-Leaae Bill. I can eay 
1 t in one page. I don ' t want to tell thea 
this whole thing . I will take i t home 
tonJght and aee what I can do with it. 
I will ahow it to you people in the aorning. 

You were right on that releaee . You could 
haTe bet .. ten to one . I don't think I 
ner aaw it. 

Yea, I think you aaw it. 

It ie a White Bouse releaae, that is why. 

I don ' t think I eYer aaw it. Ia this the 
only copy of thia latter you haTe got? 

I got that froa Sohwarc. I don't know 
whether he baa othen oopiea or not . 

I a aaaud. But if 70u people will just 
leaYe theae two with ae, I will take it hoae 
tonight and aee what I can do with it . '!'hank 
you all nry .uch. 

Fole7, I want to d"o one thing with 70u on 
thie Palestinian thing, that ator7. I under­
atand that each indi Yidual word - did you 
MID res or did 70u aean no? 

Oh, that? }fo. 

Who wae that great aatronoaer. 

Galilee? 

Mo, the Geraan aatrono .. r at Princeton. 
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Einstein. 

I belieTe this is not a propitious ti.e to 
proaote any type or loan, the effect or 
which i s to give dol lars to the British 
Government . 

Now, do you agree? 

Mr. Foley asked me to dig up this IHIIO and 
for JOU to giTe a yea or no. 

You want me to sa1 yea , that I agree with 
JOU'? 

That we don ' t giTe it to thea. 

Yea, t hat is r ight, that we don ' t encourage 
the Bri tish to raise mone7 by way ot loan. 

That is right. 

And it you agree, just aa7, "O.K., H.M.Juror. •• 
That is all . That is enough. 

By order of Fole7. 

that ain't fair . (Laughter) 

Signed, not fair to Foley. I will picket 
JOU. 

It ai.n't cricket to picket. 

Where does that leaTe me? 

You keep it, and I will tell Pinaent it is 
confirmed, ratified, approved and adopted. 

I can giTe 70u a photostat . 
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I don' t need anJthing. I will juat tell 
hill. 

School a! n i n ed. 

Do you want another rewrite on thia todaJ? 

Yea, it I could, it would be Tery helpful, 
and it ;rou would gin u a rewrite plus 
this and giYe it to Stephens. I will be 
leaTing here about 4:30. 

About 4:30'> 111 right. 

Ple ue . Thank you nry IIUCh. 

You don't want to do an ,thing on the 
Lend-Lease? 

Not now. 

306 
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... ~ '· a n. 

11J IMI' 11r. ProoU•t• 

~~~ tu alplac of tu LeM-IAuo \111 tM ora 
of ~---tu-'burt1Ma4 wnl .... to .. - for tM 
cr-t kill: of fortlp orloro. !U lift •r•t•...., a 
~·t oat .. 1oa et ov - offort u4 1t oliY10'UlF 
ialll for a .-ploto)J Utfor•t fo,. of orcuha\1oa. 
I tub .,,....,. .,._ ~ooh1• to ott ap u !i•fhtl'f 
c-lttoo to ... lot'" 1a allllbhtorla& tho prn1o1uo 
of tu \111 .._ to " patoo41 u4 I f".!J!oatlJ 
U.oro4 tut ,.. M'ft uko4 M to bo a r of thb 
... .-ttue. I ollall of oovtt 'bo 4ollp to4 to 4o 
~ _. on17~1q I oaa to to,..... Itt work. 

C....rllaatloa of all foro1p W,la& will, 1a 
., oplaloa, \o Mt loti llet n• .. ,. uoottu7 ..., 
tM aow .,.ta tllaa _... ~~ ol4 oull oaltt ploa. I 
~tforo win to 01111ttt tllat tile llalooa wrk oa 
f.,.1p ,_., .. , llartotoro 4oao 1a tilt !roaov1 wor 
_, 41n.U~1:: ..... uaatt4 w1~ tM wrk to M 4oao 
W lllrr7 It u ootrotorJ of tM •• ob1oti'J ...­
alttoo. 

loa wlU rooall tut at tu t1rot ... uaa, • 
..,_~of~· ... )J oout1tato4 !i'flttl'f c-lUoo 
I '-t t w JWV at\.at1• tu '"\1• ot lutlu ... -
ellubcr. _. ,.. etato4 tut '" tolt tW U.lt t­
wltUa ue o•r: of wrll: ot tM •• ..-lttoo. I Wu 
tM ...... 1 ontlou ..a •nl1 to aoptlatl"' 
Ill~ .U oU.or forolp pvtllattro. .._, Ub Conoh 
_. tM JotMrlajo, wlll ooatlau to .,., tor tM1r 
Muloea .,..... 1a ... ~. ua tiM JMtn oapttt to ooa­
tt.u ,.,lllc ..a tor tllo r-lal•r of t iM ..... 

llaM tiM •- t•otloeo tf aftiltblo n pplJ u4 
bmlobo of Mlr1tu .. ,..u, wlll .,17, 1t t.- to 
.. tuttu ... poap tlilot ),n'loo ... a14 to Groat 
.. 1\ala ld oU.or ... trloo....., the IAM·Loe•• ._t, 

Regraded Uclassified



- I -

~o•l4 alao haalla •~•h ferelca pQreh .. •• a1 are ... , 
tcr aaek. Ia taot, 1t ....U ••• lMth a.aln\lo a!IJl 
praetleabla to '-T• all farel .. co~a,...at parlkaalaa 
•-aralal u wall •• .-111\uJ, •••ral1111t .. la ,.. • 

11•" 11 tll.t.t 1t au \a tltt.a uoothlJ 1ato Ualt .. 
tataa praluetloa. 

Ala aa .. a pwaolllll raaaon tor thla t ollloll4atloa 
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h that 1t will lent .. RQ fr .. p to OODIIDtr&\a oa 
the work tllat I ahall wertaka •• a -bar ef till 
&bhoq c-1 tt11. U I nra to ratala 111 put of till 
llahoa work aloDC wlth -., nn htl11 I f11l that I 
toWA not 4o full Jutlet to ODI aethltf wlthollt aoc­
lloth& the othap. That h all the 80Ft trllo btet~aae I 
aatltlpata--la faet I mow--that the otrlctl.r fh"l 
'"poatlbllltha at tilt beu11PJ DtputMut, 1ni1Mlaa 
tho11 la aoan11t1oa wlth the Lu4-Lea .. !et &ad the ea­
larca4 fl .... laa procraa •111 &44 creatlr to the •• • ••• 
em ., tl•• u4 aaarcha. I feel, therafora, that it wlll 
bt piiTalotllJ l•po~tlbla for .. to eolltlue to ch• to 
the toralsn purahaaa eontaota the tlu ..a attantloa I 
lane bam th1ac thtll. 

Fer ••• tlaaa two Jeua1 ala" rou 1t\ up till 
Uahoa C.-itt•• ... lafoi"Ml.11 aak .. • to u4ntake 
111penhlon of it, 1t hal been abaorblai aa lureulDC 
III0111lt af ., effort. I talt that 1• :Uobl to • tt 
Matl'lkta the bhlaa effort ..a l:llllaaH .... ,...., te 
cet I'IRlta, t.al I lulu ltla aeatl'lb•tlq thea lerf'UllJ 
... ta till but of., abllltr. I aa n• aUl 111 to 
.. chat , .. hto.lla of bt&IVf rur.atlblllt7 bJ 
ullcalaa tk111 to otlaara, \~tau• I alt tillt \UPt a..U 
bt .. tlllq .. .,. laportut la the whole tlall of av 
latlolllll effort \baa atrencthaalac ouraalTta \J .. ll.ac 
ta the hha111 of the 1111tlou that .. ,. aa• ua tlptlac 
to sraun• ae~~~~eraq. 

!he fblaleal work hera la the freaeurt bae Ml­
atutb l•art~a.a. I hd t.bla belp la the baalulq 
fro. &a.lral Pet£!'' aDi lateP froa hll IUoeeiiOI't lt.'to1a 
C.lllu. ~ ,..1., of .. tall be .... too fPI&t II' 
Uae D11'11tar of Proev-at ad I orMt .. a lllllll 11etlaa 
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_.,., Pklllp Yo-. to U.llo lt. !lao .. ,,. of u.. writ 
U. oli,.UM fu bo,.u ooat .. h with t ho YVl ou pv­
.U.lq llholou, 1M !"lJ'~!!!'! heTC b;; n ?~ i a t...a 
wl\A tho rltkt IIIUUllaotvoroa r.lorlUoo llan booa wortM 
nt .. ., tllo forolp WT••I orol p aoob un be• 
ropertM ua ouno1itJ norrthlaa pooolblo hu beoa .... 
to ••• tll&t forolp roqdPOMato •••• .. t a.a tllo , .... 
ltlhorea. leforo ;rov .lbhorr c-haloo oo Jat oul 
Detooto •• aot up, ana nea atoeo thea, •• huo doao a 
Utat hall ao J OU bow, to lroA 0 1.1\ lclaka ln proc!ut1• 
&114 41root.LT t o la4uoo -llfaotv ora to Uj&lld their 
pro41aotho otfort. Z. tho lut elp t 110atha we han 
loalt with .. ,, thaA 1,800 req1.11ate fraa forela- ,.._trloe, 
of whiah 1,000 nro fraa tho llrl thh, 300 froa tho Datu 
&114 SOO oftll aoro tt..-ooua.lq l't q\llah f i'OII other 
10\lll tr loa. 

Wo han oon othore ennrtod to the poillt of Tlow 
701 ADA I had la lHS ul tho WOI'k of OOOJOI'&tloa nth 
tho othor 1.-ooraolot hal aow aeauaod aa estoat ..a ..,. 
lit\lle tbere1 ao 7011. haTo 11ooa tulok to l'tall ao, •••raol-
\111~ 1111ot DO further ohvod. I fool atroo;l7 tha 
thlo ollariq of roapou1111llt{ .aat bo eloaa-outJ thot w 
oaa aot ha'fl ooatuloa ..a tw llpt aoaoe of reopnol­
blll~J u4, f\vthor, that Jell wall aot wloh .. to aate 
., ourcloo 117 toattnlq thea. 

tlaeroforo I rotuat .. at vcoat~ tllat I bo re-
11ntl &I •roll}¥ •• r.•olblt of all further reapcnall\111~ 
wlth roopeo to outao 1 with fortlp pvohuoro, osoopt 
lull roopou1111lltT u I oWl han aloq witla tho othon 
wbo vo to be - bora of 7 0 V A.bloorr Ce..tttoo alar tho 
Louo-Lo.a .lot. I ahotU l Uto, wit h 7011r perahaloa, \e 
tva nor t.eliahq t o thh o.-lttM1 to bo alaiaio­
hrol 'bf JlorrT Jiopkl.ao, all of t bo fortlltD purollaao ooataet 
work a han beoa aotq. I u -.e al reaq bocua to tva 
,.,., a pal't of thia wort t t ' :.at ul, ..-pl.! b .. w1 til tu 
nt•••t otatM 1a 70u 1• . ,., or "'"''W'7 U, lun offtrol 
h1a tle aaalatueo of llllTODo be Atoll 1a tbo TreaaurJ to 
PI'OJ&PO for hia taat. 

llaet thia letter wlll, I hopo, eoDOt1t1ltt • fiaal 
,., ... er of ~ reapoaoi\111\7 aa tho Pr•,t••t lal 11a1ooa 
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Mr . Gaston ' s re-write 11hich \7as given to 

the Secretary at about 4:30pm on ~rch 4. 

The Secretary turned it over to l.:r . Kuhn 

who revised it as it r3s sicned by the 

Secretary on ~rch 5th, 

/ 

I 

' 
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• THC. SECRETARY OF' THr: T "EASURY 

WA8H I HOTOH 

Karch 4, 1941. 

My dear Mr. President: 

With the signing of the Lend-Lease bill the 
period of cash-on- the-barrelhead will come to an end 
for the great bulk of foreign orders. The new system 
means a great extension of our National effort and it 
obviously ?alls for a different fol'lll of organization. 
Your decis1on to set up an advisory committee to assist 
you in administering the provisions of the bill soon to 
be passed seems to me to have been wise, and I feel 
greatll honored that you have asked me to be a member 
of this new committee. I shall of course be delighted 
to do anything and everything I can to forward its work. 

Complete coordination of all foreign buying will, 
in M1 opinion, be even more necessary under the new sys­
tem than under the old cash sales plan. I therefore 
wish to suggest that all the liaison work on foreign 
purchases, heretofore done in the Treasury under my di­
rection, be consolidated with the work to be done by 
Harry Hopkins as secretary of the new advisory committee. 

You will recall that at the first meeting, on 
Karoh 1, of the newl7 constituted advisor1 co~ttee I 
brought to 70ur attention the problem of Russian purchas­
ing, and you stated that you felt that this came within 
the scope of work of the new committee. I think the same 
considerations should appl7 to negotiations with all 
other foreign purchasers. Some , like Can~da and. the 
Netherlands, will continue to pay for the1r Amer1can 
orders in cash, and the Dutch expect to continue paying 
cash for the remainder of the war. 

Since the same problems of availabilit7, prices 
and priorities will apply, it seems to me that the same 
group that handles our aid to Great Britain and other 
countries under the Lend-Lease Act, should also handle 
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such foreign purchases as are made for cash. In fact, 
it would aeem both desirable and practicable to have 
all foreign governae~t purchasing, commercial as well 
as military, coordinated in one place eo that it can 
be fitted smoothly into United States production. 
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Therefore I reques t moat urgently that I be re­
lieved as apeedil7 as possible of all further responai­
bilitJ with respect to foreign purchases, except such 
responsibility aa I shall have along with the others 
who are t o be members of your advisory committee under 
the Lend-Lease !ct. I should like, with your permission, 
t o turn over immediatelr to this committee, to be admin­
istered by flarey Hopkins, all of the foreign purchase 
contact work we have been doing. I have already begun 
to turn ove• a part of this work to him, and, c0111plying 
with the request stated in your letter of February 25, 
I have offered him the assistance of anyone he needs in 
the Treasury to prepare for hia task. 

Faithfully, 

Secretary of the Treasury. 

The President, 

The White House. 
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"" t11a ,.n tw ~~~ra . .-.t~ t» ,....._ at l.a'-tlou.l -'* ..a tu n .... _ 

u. at •• lew tea .nn. 
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Karch 4, 1941 
4:10 p.a. 

RE AID TO BRI'I'Ulf 

Present: 

H.ll.Jr: 

Clark: 

'Ill'. Clark 
1lr. Cochran 
llr. lhite 

At Hull's preaa con!aranoe, "Secretary Hull 
referred to the TreaaurJ Departaent the 
question of whether the order on freezing 
Bulgarian funds indicated the GoYernment 
abandoned the t'ull policy of freezillg Gei'IIWI 
and Italian t'unda at the aame tiu. • 

I don't know what they do up in Canada, 
but I aa aure they neYer paae the buck, 
do the)"? 

No, we try not to. Well now, I aa afraid 
that I wasn't epeakiag juat - waan't aware 
of quite what waa expected of ae yesterday, 
and I aa afraid I aay han left you with a 
yery inadequate picture of our point of 
new, and I thought before laanng Waehington 
I would put do• in a nrJ brief -orandua 
eo .. of the eeaentiala of our position. I 
han done that. 

I! you look at the table there in the center 
of the first page, you will aee that - what 
the yarl.oua items in our Governgental costa 
are, taking 400 million for assistance to 
U.I., you see, which wa1 the figure aentioned 
by l(r , Ilaley in hie 1peech to the House. 
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•u aow, aa the nnt page I referred to 
tile ••1'7 b .. t eatlutt that we oould 1111.lte 
a M&tli" ep tw ago o.t our ution&l incou 
for the nert .tiaoal year, which we - tor 
which .. arrived at a figure o.t tive billion 
three with the higher eatlute o.t tbe 
British purch&aea in C&n&da, which they 
are now making, I think that that figure 
aay perhaps be a little bit low, and I 
have uaed aa well another figure ot national 
inoaie of five billion aix there. I would 
like to go hoaa and prove that a little bit 
further, but for the purpoaea ot that table 
at the botto., 70u aee, I uaed thoae two 
aaau.ptiona aa to the national inco~ and 
ahowed what each itea ot Gonl'lllltnt coat 
involved in relation to the national inco.e . 

You oan eee t hat the direct war expenditurea 
there are 26 to 28 per cent ot the national 
income. 

Now, the f igure at the top ot page three 
ahowa fOU what we would be talclng out of 
the Canadian people . The .tir at line, aaaUlling 
the aaaiatance to U.t. ia 400 aillion dollara, 
it would be 57. 9 per cent in the one - in the 
lower in the inco.t figure, and 53 per cent 
in the other. If we aaauae that that aid 
goea up to a billion dollars, it would run 
fro. 56. 7 to 68.3. 

Wow I don't know where it is going to t all 
in between there . I am perfectly sure that 
fOU can't in the North American countries 
get 68 per cent out of t he public . It that 
other --
Wait a ainute, I don't understand. Why the 
difference between the 58 and tha 66? 
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Clark: 

H.II.Jr: 

Clark: 

B.li.Jr: 

Clark: 

Whi te: 

B.M.Jrt 

Whi te: 

H.ll. Jr: 

Clark: 

H.ll.Jr: 

Clark: 

-a-

ru. oola. .. .,_. that our ut\oall inoou 
h tin b1ll1011 three. Thia , .. _, it h 
fiTe billion aiz. 

Three hundred ldllion can't possibl7 aake a 
difference of 12 per cant. It auat be a 
lila tab. 

Jo --

Three hun4red ldllion dollars can't make a 
altterance ot 12 per cent. 

Let'a aee, 11 aatheaatics were Ytrf hurried 
this 110rning. 

It ia on a fiye billion inoo .. so 300 ldllion 
1a --

Can't make a difference of 12 per cent. 

Jlmost eight per cent. 

The difference between liTe billion three 
and tin, aix, goea troa 68 to 66. 

Yea, that does look like a aath ... tiaal error 
there. Let'a aee, it would be fiYe billion 
aiz. Two billion 992, aJI4 70U WOuld &ad 
600 to that. Three billion - &P92, diYided 
b7 56. Jo, it looka like 64 per cant, 64.1 
per cent. Juat let .. take the other figure. 
Yea, thoae two figures are --

so .. bod7 haa aade a matheaatical error, but 
I just couldn't understand it. We will go 
OYer it tor 70u. 

Yea, I .. glad ,.ou caught that. The difference, 
appU'entl7, should be about tour per cent, and 
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H.I!. Jr: 

Clark: 

B.li.Jr: 

Cluk: 

B.li.Jr: 

Clark: 

H.li.Jr: 

Clark: 

-'. 
I th1Dk lt h 84 1114 e&, IOMU••• ot • .,.__. 
aort. ...,.. -

Well, the baalo tiguree are there. 

Tee, the baeic tigurea are there. Mow, 
apart troa that, all I haYe 1hown in addition 
to that ie a little bit aore ot our exchange 
position with you and with U.K. and I woul4 
like to refer tor a ainute to the laat 
aeotion there --

What page il that? 

Oil page au . I think JOur feeling has been 
that we han been getting gold constantly 
froa U.X. to balance their deficit with ue . 
ictuall7, we haYen't had an7 gold aince the 
first of December. 

I see. 

They gaYe ua tiYe aillion gold in December . 
Since that ti .. , we haYe been meeting the 
t otal deficit of the sterling area with 
Canada by repatriation ot - by accu.ulation 
ot sterling or repatriation ot securities. 

That is ao .. thlng, ian't i t? 

Yea. Mow, whether n can keep that up, I 
d011't know. I don't think we can bep up 
at that rate. And that ia the problea which 
n are now faced with. I would aay the one 
thing I want t o diaou1s with you i a t his . 

The increase in our own scale of war expendi­
tures and the higher estiaatea of the British 
purohaaee in Canada aeans that the drain on 
our Uni ted statea dollar position ia going 
to increase pretty substantially. I think 
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H.K.Jr: 

Clark: 

H.II.Jr: 

Clark: 

H.K.Jr: 

Clark: 

H.M.Jr: 

Cluk: 

Jcnr, that brings ua auch clo~tr to the cla7 
when we han to ooneider with JOU the 
liquidation of securities in thia aarket 
and if that were agreeable to 7ou, I would 
propose to go hoM this afternoon and ia­
.. dlatelJ start ditcussions up there and 
probabl7 get the first ateps under we7 --

W.ll, when JOU get to that, I juat wondered 
whether thart Was IOMbOdJ - SOH W&J of 
coordlnat~ what JOU propoae to do with 
111hat Giffora 1a doing, JOU s .. , I Han I 
jut --

You want the aame aethods or JOU want the 
two to doTetail? 

I don't know. I haTe asked , onlf this week, 
the Securities and Exchange Coma ssion to 
look into this thing, but it and when JOU 
deoide that JOU would like to sell American 
aecurities in our aarkets, I would like JOU 
to coM down again. 

I ~te. 

And talk about it and .. et with the ••hera 
of our Securities and Exchange Coaadssion 
and lit down with thea. 

I aee. Well, we would be ney glad to do 
that. 

I would like JOU to coH do1111 again. 

I aa going back to aee what stepa are necessarJ, 
ana it ie Tei'J probable that we will han to 
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H.li. Jr: 

Clark: 

H.li.Jr: 

Clark: 

H.li.Jr: 

Clark: 

-·-
~1'1 a n&ietntlaa of 011r HOIII'ltha 
before w aotaall{ pua that. TOll '"• 
the laet reglltl"a I. on wae aa of lcwaber 1 
I think, 1989. Well, there would be a ' 
good deal of changing of banda of thoH 
"curl.tles in the laet 71ar and a halt, and 
we probabl7 would haTe to require reregistration 
before we can take - we can actuall7 Teat 
and etart to aell, but I will do that; and 
then before we take an7 onrt etepa, I will 
han eo-bodJ d01111 here to "' JOU about I. t 
and the SEC. 

Would JOU do that? 

Yee. 

Bow, the other thing, coneidering tba weight 
ot that, meeting that Brltieh deficit oTer 
and aboTe our TerJ large direct ailitarJ 
effort, the one thing that haa occurred to ae 
aa a poaaibl.lit7 for reducing the strain on 
the C111adlan econo1111 h tbia : If I. t were 
poaeible tor JOU to allow the Britieh to 
leaee-lend the United States ooaponent of 
the .anitiona that we are aaking for th ... 

low, that U1 .ean airplane engines aDd --

I don't underetand . Gin u an exaple. 

Well, let ' a eaJ the British are buJing 500 
al.lll.on dollar• worth of .anitl.ons in Canada, 
T&rioua kinds. 

Yee. 
It !.a praotl.callJ certain that froa 20 to 25 
per cent of that 500 aillion dollar• will 
represent purchaaea in the United States. 
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H.V.Jrt 

Clarkt 

B.ll. Jr: 

Clarkt 

H.ll . Jrt 

Clark: 

B.V. Jrt 

Clark: 

B.ll.Jrt 

Clark: 

I IMo 

0.. eooao.lee ... •• oloeel7 tiea tocetber 
that .. bur troa 7ft uteriah ana oo.ponent 
parte, 1011 111, equal on tiM anrac• in our 
ln4uetrl.al pl'OOIIIII to troa 20 to 25 per 
Olllt of what ia done up there. 

Now, that would conaiat , in our oaae, in the 
oue of the Britl.ah ordera in Canada, in 
part of a1 rplane engl.n11 &Dd airpl&De parte, 
gadgeta of ODe kind &Dd &Dother --

lbat JW are uldng • h, oould JOU get 125 
aUU011 dollar• wcr th of •hriala here 011 a 
lend-leaae baaia? 

Could the Britieh be allowed to uee -­

Brl.thh or C&Dada? WbJ couldn't we do it 
right with C&Dada? 

Well, thl.a ie - theee are munitl.ona tor Great 
Britain herself. It we oame in &Dd lease­
loaned the !aerio&D oa.ponent of those ordera, 
it would M&ll that we were ueuaing the 
ultiMhlJ built •• 

I lee. 

For the Britieh, tor what ia a Britiah order, 
JW .... 

.Again JW are railing aouthl.ng whl.oh I would 
lib to thinlt about &lld talk about with eo• 
of ., aeaoclatea. I don't know. It le a Tei'J 
l.,ort&Dt question, &Dd U I gan JOU a snap 
&DIWir, it wouldn't be worth nrt auoh. 

I quite agree, ei.r. 
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H.li.Jr: 

Clark: 

H.li.Jr: 

Clark: 

H.li.Jr: 

Clark: 

H.M.Jr: 

Clark: 

But l t b wltbla tiM Nllu of poaalb1llt7. 

x .. , la OCila1411'1, that, thert wnla 'be 
oenala techaloal lfflo.a.uu. It 11 all 
rlrht 10 tar u aaablne toola ud airplue 
eaclaee Uld aircraft and large plecea of 
eqalpuat are concerned, but JOU lligbt fiad 
it difficult to do it ln rnpect of all the 
aaterlal1, all tbl United States aateriala 
that go into our MDufacturea up there. It 
would include coal, for instance, and oil, 
ucl eo an. 

Ton wlll han to excuse M, bectuae JOU are 
aeld.JII • IOMthillg which I can't answer, 
ud JOUI' friend CocbrUI aaid ru wanted 
tc llinutea - fin llinutn. han fot what 
JOU wut. The thing that JOU are ra aing ia: 

One, lf ,ou want to etll aecuritiea, how 
about it? I sa, "Coae down and ••• us first." 

Two, can JOU get in on the Lend-Lease Bill? 
ADd I aq, •Let ae think lt onr. • 

That i1 all I haTe to aa7, Mr. Seeret&I'J. 

I han got an idea, and I han thought it 
throucb, and I a&J giTe JOU a ring on the 
phone and uk JOU to ooae back. 

Thcb ni'J .uoh, Mr. Seoret&I'J. 

I .. alwaJI glad to aee JOU. 

'l'hank JOU nry .uch indeed. 
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''"AIMAII •nv. 

Dear Ill'. Morsentbaua 

In coararanca with Jour otticiale I:;ter-
4&J• I se•• wch t1gurea aa I bad with aa ralat to 
certain aepacte ot Cana4&'a war attort and exchange 
poaition. Tbeae tigurea ware lisited, howewer, aa 
I bad not been 11&4e acf~UA1nted with wbat waa to be 
upacted trca •• at J1eter4&J'• conference, and 1n 
wiew ot apparent aJ.eundaretandtnae ae to Canada' a 
poaition and ae to the aaaietance we bawe rendered 
to the United Jtinadca durlna the laat three aontbe, 
I proaiaed Jour ottici&la tbat when I returned to 
Ottawa I would rewiae and bring u~-to-date the data 
and eett.aatea I aubaitted tn Daceabar and would place 
the raw1eed atateaant 1n Jour banda aa aoon aa poeelbla, 

I telt, howawer, that before laawtns 
Wuh1ngton 1 t aight be .. u to place on record tor 
JOur intoraatlon a werJ briet atateaent ot aoae ot 
the aaeentlala ot our war ettort and our poeltlon. 
I attach eucb a atataaent hereto. It ie neceeearllJ 
lnadequate, but la the beat I can do w1tn the tlgurea 
tbat are at aJ dlapoeal bare. 

It &lao ,,... to ae aaaentlal that we 
ahollld keep JOU better 1ntoraed at all tlaea 1n reprd 
to our ~t&rJ and uch&np poa1t1on, and I propoae 
to aee that •• auch 1ntora&t1on aa poeaibla ia aade 
awa1lable to JOU• at least once a aonth. laedl••• to 
aaJ, we will &lao be ODlJ too readJ to reapond aa beat 
we can to ~ apacltlc raqueata tor apeclal 1ntoraat1on 
whicb JOU a&J daalra at &nJ tlaa. 

The Hon. HanrJ Morgantbau, 
Secret&rJ ot the TreaaurJ• 

Waahlngton, D. c. 
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S ! C R B T. 

K&rob 4th, l~l. 

A. CANADA'S WAR EFFORT AND BUOOETARY POSITIOII . 

The Do=tnion Oovernment•a Main Eatimatea (when 

paaaed,~heae become the approprie tions for our non-war 

expenditures) end f irst War Appropriation Bill for the 

new fiscal year have recently been tntrodueed tnto 

Parlilllllent. These enable us to form a ju~ent as to 

the magnitude of Canada's war effort dur1ng the new 

tiacal year (which runs tr0111 April 1 , 1~1. to !larch ~1 , 

1942) and of the burden which it will place on the 

Canadian econo.r. 

The facta may be summarized as followss 

Dominion Government 

Estimated war expenditures, at leaat 

Non-war expenditures (Matn Estimates) 

Additional coat for wheat 

Total 

Provtncial & MUnicipal Expenditures 

Depending on relief coats, est1nated 
at from $550,000, 000 to 

Total 

Assistance to United Kin 
on or accumu a 

Amount aaa...,ed by Mtnls ter of Finance 

Grand Total 

(1) 
$1,474,000,000 

·~~.ooc. ooc 

14o,ooo, ooo'2 > 

$2,017,000, 000 

575, 000, 000 

$2, 592, 000,00C 

400, 000. ooc 
$2, 992, 00C, OOO 

(l) Amount &eked tor in flrat War Approprlat~n!~ll 
ia $l,~.ooo .ooo , but the ~te~:! ~~:ria estimated 
are going ahead wi th a w~p~ and tneYitab1y 

(2) 

to coat at least $1•4t 7"i.e ~de to the prograa troa 
addition& will b&Ye 0 

time to tiltle during the ~~~r~ot atteapt to ea t l.Jd.t• 
The Minis ter of Flnance statement to parliament, 
the coat or tbia i t em in h1i• t the figure ahown here . 
but it will amount to at eae 
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!1M •••• ,. •• ., tile .... fl&v .. - -­

toe .... peel U tMJ ... Nl&W M U. •U.al '••!-• 
.._ w WN --·-Ia& to tlete~W~JM tile 

--~ alae of tbe 41reot WP ellort ot wbhh Cuada • wu oapable, wo -4•/c!.otaU IIl utt.ate ot tho probabl e 

~~&gnl tuc!.e ot Canac!.a ' • oa t l onal lnocao t or tho oew 

tleoa l 1••r ao4 arrlYoc!. a t a tlgure ot t s,&oo,ooo, ooo. 

Flguroo juot r ocolYec!. traa the U01te4 l1ngdaa ohow1ng 

their eett.atec!. purcbaeea traa Canada du.r1ng the next 

eix a onthe are oCIIIo'llbat higher than wore uauaec!. tar 

tho purpoeo or the &bon calculatloc, t.nc!. lt 1a poo­

alblo that we ehould now ro• lae upwarda our oa tlaate 

or the national 1nc011le, perbapa to u !IIUCh •• 

$5 , 800, 0001 000, but certainly no higher. 

Uolng tbeae two eett.at .. ot the nat looal income, 

we ar e enebloc!. to work out the following table of per ­

contageo or the noti onal income whlcb will be taken 1n 
• 19tl -t2 bJ canac!.ian Oonr1111onta tor nrlouo purpoaeo1 

OD ba olo ot u ouaec!. national 1oc .. o 
or of 

ts .~,ooo,ooo to . eoo, ooo, ooo 

1 . n.w tn l oc OoYeruaent 

(a ) J oe-war expllldi-
turu (1ool .wboa t) 10.8~ 10.2~ 

(b) Direct -.r 
27. 8 26. 5 expooc!.ituree 

(c) u ohtanco to I.K. 
l t i'OOr OOO, OOO 7.0 7. 0 la OU\11114 
1r tl , ooo, ooo, ooo 

18.9 18. 0 1a auwaec!. 
(c!.) Tot al war effort, 

c!.lr ect & indirect •••uains al e!. to U. K. 56. 5 55.0 
of i'OO, OOOr OOO 
aeeuains ale!. to u.K. 

66. '7 u . s 
of _r.ooo, ooo,ooo 

<•> Tot J)c.SnlOD 

upoo41 turu -••aualD& ale!. t o u.l . t'7.1 t 5. 2 
ot ttoo.ooo, ooo ••.aalo8 ale!. t o u.l . 

07. 0 t e . s 
of tt.ooo. ooo. ooo 

a. Pro•1nolel & ~aalclpal 
tJOiirnaeot• 10. 8 10. 2 
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Tbeae tigurea apeak tor th .. aal•••• Ko uttar 

wh1oh ot the t wo eetlut .. ot national 1no011a be teken 

and no a&tter whether wa aaowu that Canada•o t1nanoi&l 

auletanoa to the Uklited Jtlnadoe 1e hoo,ooo,ooo or 

$l,ooo,ooo,ooo, or any tisure in between theoe two 

axtremee, it cannot be oaid that Canada io not endeavour-

1n8 to uka -·a.U-out• neticnal attort. ben it wa 

taka the aoot opt1a1atic aatlut a ot the national 1no ... 

and the a1n.lawa eet1ute ot the t1nanoial aaaiatanca to 

be shan to the United Jtlnadoe onr and above what Canada 

ia do1ns in her direct war prosram, any realiatic obaervar 

11111at asree that the prosram which Canada bee eat heraelt 

ia tully aa difficult tor her (a North American country 

remote 1'rC111 the acene of war and w1 th a federal !ora ot 

sovernaent) •• the prosraa• which the actlva European 

pert1cipanta 1n the war heva aet tor th ... alvea. 

'!'h1a uy ba aore readil)' appreciated by applylns 

tha parcentas•• ahown 1n tha t.aedlataly prace41n8 tabla 

to tba national 1nc011e ot tba Un1 tad 8tetaa. Ith 

believed that the moat coapetent aat1aatea ot the United 

stat•• national 1ncame tor the t1acal year 1941-42 

indicate a national 1ncoma or at laaat tac.ooo,ooo,ooo. 
On the baaia or the lowest ttsur• ohown in the table 

(naaaly, 88.2~. all so•ernmanto in the Ukllted stataa 

would ba•• to taka tor detenoa and other soveramental 

purpoaaa h2,580,000,000; whlla, on the baala ot the 

h11!)1aat tlgure ahom 1n the tabla (naaaly, 88.~) . a.ll 

so•araaanta 1n tha united Stat•• would baY& to teka tor 

datanca and other sovarnaantal purpooea $54,840,000,~ 
B. CAliiJ>A' 8/ Regraded Uclassified
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a. .!l.!lilt!II'NIIl'!J1UPIIIIJ.Bl.JIIIIl'lil"f,l'I"*L!-l!:•:A: ':Jtl:r.tU•P.JIW!E~II··· - - ••• 61 _....... ~ .,, ... "? 

:DI U. -.tl4•t1al ••ar ' nlaltW to U. 

Ull1U4 Stat.. !toM_, 1A Deolllber laat, 1t .,.. Mtf8at­

e4 U.t CIIAada WOUld baYa a datiolt 1A her balaaoa ot 

pa,.ente with tbe 1Jilite4 Stat .. eatlaated t • tus,ooo,ooo 
(Oan.) tor the aecond 7ear of war (Sept .. ber 1, 1840, to 

Auguat 31, 1841). 'l'hl.a .. timate took lftto account tbe 

repa,.ant of Canadian obligation& in the aaount of 

tss,ooo,ooo whlob -re to aature tn the united Statea 

during the period. 

Por Deo.aber, J&nuar7, and Pebru&r7, the eat1aated 

detioite (1ft Canadian dollara) were t48 a1111on., 132 
alllloaa, and tu .Ullon., r .. pectlnlJ. Plguraa ncnr 

aYailabla 1D4icated tbat the actual detlci ta tor tbeae 

three aontba were ts•.a allliona, ta2.7 allllona, and 

1211 atlltone, reapect1Yel7• On the otber band, there 

were oapital receipt& during the period of tl•.7 allllana. 

Talt1ns theae into account, we dld better tban we expected 

Clurlna the .. three ae11the b7 tu.s allUoca. 

It te obrtoaa tbat the sreat17 acoelel'ated te.po 

ot Canada'• war effort and the .nob blghar eat1aatea of 

1ln1 ted ltJISdoa purobaa81 1n Canada (referred to 1ft 

Seotlon c of tbia m....randUIII) are cotnG to mean that 

Canada'• purcbaaea 1n the ~nited Statea tor war purpoaea 

will be greater, probabl7 aubetantlallJ greater , than 

were antlotpated laat J)ec.,ber. Tbla will, of couree, 

..an tbat the drain on Canada'• aupplJ of gold and 

1Jn1te4 Stat .. dollar• will be aore rapid than na upeoted, 

and aa a oGDaaquanoe will, 1r acceptable to the 1ln1 ted 

Statea OoYe..-ant, aalte 1t neoauaJ7 to upe41te tba 

progrD or Uqv.ldatlng 1lnJ.ted Stat .. aeouritt .. om>ed 

b7 Canadian raaidenta. 
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Aa at Pebi'Ul"J •Ua, Cau4a•a ortlolal boldhp 

or sol4 u4 Vllltect atataa dollar ~~a•----•• ....... toll-· 
rorelp Jilro""np O•vol aoar.s 

Oo14 • • • • • • • • ' ' ' • • • • 136,000, 000 (11,8,) 
VLI. dollara, lftft• tla• -... .. , ooo,ooo 

abort 

Ret OYer-all poaltlon 

e , ooo,ooo 

• t e I I t 

M1n1atar or Plnanoe, O,S. ba1anoea 

tl1&, ooo,ooo (11,8,) 

l!s,ooo,ooo (11. 8 . ) 

A reoocolllatloo or theae rlgurea wl th the tlguraa given 

1n the ••ori.Mu. ot Deoeabar 12th will be au~ttad later, 

C, CAJIADA 1 8 BXCIWIOB POSITIOR VIS-A- VIS Ollrn:D l!:Ill(]!)()ll 

AliD THB STERLING AREA. 

In the moaorandua ot December 12th, 1940, l t waa 

eatlmatad that durlns the aeoond rear ot war, Canada 

WOUld have a faYourable balance with the tlnlted !lngdoa 

ot t84ll,ooo,ooo (Can.) and with the a terllng area aa a 

Betlaatea now aade bf Brl tlah 

ott1c1a1a appear to 1ndloate that the above tlsur•• were 

undar .. tlaatea and that during the au aootha period 

llarohl to Auguat S1, 1941, the on.ltad lt1ngdoa deylclt wltb 

Canada aar aaount to $eM,ooo, ooo and - the aterllng 

area detlclt wlth Caned& to te&a,ooo,ooo. Tbeaa eatlmatea 

~111 have to be turther exaalnad and I would propose to 

aubalt to rou a t a later date , but aa soon as poaalble, 

a detai l ed ata teaent ot our prospective balance of par­

aenta with the onited !ingdcm and the s t erling area,aa 

ftll aa a •-plate r evlalOD on an up-to-date baala ot 

the c&J>&dlan poa1t10D aa outl1nad 1n the ••oraodua ot 

Deo•ber 12, 1940. 

There would appear to be a atauo4eratand1ng or 

the/ 
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tile 'a7 1a wlt.lu 11111W UJ~cd••a Mflatt 111UI Crrs«1 

clllrlaa tM laat '" -Uia baa 11MB ta~t• aua ot. n. 
tM aaiAIT_NI...._m• reterr..s to llbova, lt •a polat..S oat 

Ulat Canada had '"81"•..S to repatriate .. CIUJ'ltiu to tile 

utent ot $1110,000,000 d1U'1ne the lix montha beglnnina 

Auguet l, le4o, that thla waa subject to revision up­

warda during the period, and that wblle no agre•ent 

bad been reached aa to the apecirio aaount or aaa1atanoe 

to be given by Canada 1A the aub .. quent period, never­

theleaa Canada'• c~t.wnt trc. the beglnnina ot tba 

war ..... to give the utaoat aaaiatanoe or which aha ... 

capable, over and above bar direct a111tarj ettort . 

'lb&t baa actuall7 happened a1noe l aat Auguat 

la that Canada baa given t1n&Do1al aaa1atanoe to the 

United ~lngdaa by way or repatriation ot aecuritiea 

or accumulation or sterling to the extent or 

$29:1,000,000. The United Kingdom shipped gold to 

Canada to ~be extent ot $42,000,000 (Can.) in August, 

teo,ooo,ooo (Can.) 1n Bonmber, &D4 $5,000, 000 (Can.) 

1n Daceaber, but aince e&rl:J Deceaber Canada baa aet 

all the detlcit ot the sterling area vla-a-vla Canada 

either by the repatriat ion ot aecuritiea or the 

accUIIUlatlon or aterling, chletly the latter. 

Canada wiahea to continue to gl•e the ••xtwn• 

aaaiatance or whlch abe 1a capable, but wbat the extent 

ot thia •aaxliNII" aay be wet be conaldered 1n the light 

ot the tigurea presented in &acti on A ot thla aeaor&Ddua 

and particularly the tact that abe h already o~tt..S 

to expeDd 28.:1~ to 27.8~ or bar aatlaatad national 

laoaae on her 41:-ec:t contribution to the war ettort. 
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llarob 4, 1941 
4:20 p.a . 

RB AID TO BRI'l'l!N 

Present: 

H. lf.Jr: 

Cox: 

B.II,Jr: 

Kr. Fole7 
Kr. Cox 

.&11 that Canada hlltecl waa two thlDga, 
how ooulcl the7 .. u $350,000,000 worth 
ot eeouritiea, one; ancl bow could the7 
fet in on the Lend-Lease Bill, two; but 
he7 want to get in - that England ehould 

fet in on the Lend- Lease on thlnge that 
he7 b117 in thie countr7 to be ~~&nutacturecl 

in Canada, but Canada doesn't want to eign 
ita naae to it, England should eign ita 
nue to it. 

That h called, •actl~~g through hie liD­
cliacloaed principal,• 

We han got a nn •T•ha here. I!YeJ7boq 
in the 'lbi te Houe uau 'llhi h Ho111e ennlopea, 
So I called uf and I raiaecl a little tuaa . 
fhq all use t, ancL 70u get all kinds ot 
atutt. 

Well, COlle on, children, 

Do 70U want to do thh? {handl~~g papere 
to tbe Secret&J'7,) 

Bell no. 

lhat do 70U aean? 
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R.W.Jr: 

Cox: 

R.li.Jr: 

Cox: 

R.M.Jr: 

Foley: 

Cox: 

R.M.Jr: 

Cox: 

H.J&.Jr: 

Cox: 

H.li.Jr: 

- 2-

Oh, I aa tired. ! ha~e had a lot of 
unpleaaant thinga happen today. I get 
ao tired of doing other people ' • work. 

To make it atmple for ae, what can't you 
do? 

Well, if Congress liaits you in future 
appropriations in any way, then you are 
bound by those liaitationa aa to defense 
articles on order, which are to be peid 
for out of subsequent appropriations. 

)l;y aind isn't working. What I would like 
rou to do ia this . I would liks to ha~e you 
show it to llcClo7, 1 would like to have you 
ahow it to --

Lockwood'/ 

Lockwood, rea, and also to the Budget. 
Send it over tonight and ask them where 
they asree or disagree; and I would like 
the AdJutant General - who ia the chief 
of the law unit? 

Judge Advocate General. 

lnd of the !laY)' 1 too'1 

Yea, because he ia the fellow that )(arahall -­

••• •• would have to get to interpret it. 

Ye•• Let the thing be processed, and then 
by that tiae my bead will be clear. 

!lao we can eave you some time by getting 
rou something that enryboil1 baa agreed 
on. 

That is right . 
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The following are some of the ways in which H. R. 1776, 

in ita present form, can operate in connection wi th defense 

articles on hand and on order. 

(1) 

Defense Articles Already Delivered 
to the !1'llli ana Navy. 

There are several possible ways in which defense 

articles on hand can be disposed of to Britain: 

a) Within the $1,300, 000, 000 limit, an,. defense 

articles now on hand can be transferred to 

Britain. This applies not only to defense 

articles acquired years ago, but also to those 

procured out of appropriations made before 

H. R. 1776 is enacted. 

b) Outside of the $1, 300, 000, 000, aircraft now 

on hand--Whether or not they are surplua--

• 
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can be traded in for new models. Then these 

older aircraft can be procured under Sec. 

S(a)(l) for Britain. To so procure them for 

Britain, subsequent Lend-Lease appropriations 

would be necessary. The wisdom of this kind 

of transaction should be carefully considered. 

c) Other types of war materiel on hand can be 

traded in if they are surplus, obsolete, de­

teriorated or unserviceable and handled in 

the same way as aircraft. Here again it 

should be seriously considered whether it is 

wise to do this. 

d) Traded-in aircraft and other war materiel can 

also be handled in still another way. If some 

of Britain's present orders, capital commit­

ments or other obligations are taken over 

through the use of regular Anq and Navy appro­

priation.s or under S(a) (1) of the bill, that 

will release dollars to the British. Those 

Regraded Uclassified
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4ollara oaa b. u .. d to bll1 the trwd- J.a 

materiel froa the -.ufaoturera to whoa thq 

are delivered, if it 1e deemed nee to do 

thia. 

(2) 

DefllUie .&rtiolea on Order 

Here again there are several wa11 i n which H.R. 1776 can 

be made to operate: 

a) Within the $1,300,000,000, defense articles 

whioh are on order under appropriations made 

before H.R. 1776 is passed can be transferred 

to Britain. 

b) Detenae &rticles whioh are now being produced 

under oontract authori&ationa to be backed up 

bf appropriations made ~ H.R. 1776 ia 

paned can be transferred w1 thout lllai t unless 

Congress puts a limit into suoh subsequent 

1rmJ and NaT,Y, etc. , appropriation acta. 

I understand that a Tei'J aubatantial 

eaoat of equi,.ant ia being produoed or can 

b. reuOD&bl7 ahlfted to production under 

Regraded Uclassified
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ooatnot authol'isaticm. t1D4v hveturT D. w. 
Bell 11 .., getthlg up the flgv11 oa the -u l ­

lar aaount of outstanding contract authoriza­

tion• which have not ret been backed up br ap­

propriationa. 

o) Detenae articles which are now on order under 

appropriationa made before ~R. 1776 is passed 

can be made aTailable to the Br i tish br a pro­

cedure similar to the deferment procedure now 

being uaed. 'l'hese J.rrq and Navr ordere can be 

transferred into 3{a)(l) orders and the !rrq 

or Navr can agree to t alee later delherr of 

more 110dern or the same type of defense articles, 

To be able to transfer these Arrq and Nav orders 

to Lend-Lease orders, appropriations to carey out 

B.R. 1776 will, of course, be neceaaarr. 

d) Detenae articles on order out of appropriationa 

made a.tter H.R. 1776 ia passed can be trana­

fel'l'ad to the Brithh unleu Congress prohibits 

• Regraded Uclassified



lfti'Ofrla t1cm aob. lD thl ala, two .,.. 

of 11tuat1ou will 'be Jr .. enWa l) Appl'O­

priatlon requeat1 auoh u the peii4.1Dg Wv 

Departaent 111pplllllllntal requeat for about 8 

billloa 8 hlmdred llilllon dollara; &114. 2) 

!h8 appl'Opriation requeeh to C&rr7 out H.R. 

1 '1'16. CoDgl'eae D1 well lwld.le each appro­

priation requut dlfferentq. It ~ •IT 

that 110111, all or 1.111 pt.rt of the defeue 

article• eo procured oan be transferred under 

H.ll. 1776. 
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The ftT H. R. 1776 in ita preeent fol'lll will operate 

i n COII.II.eotion with defense articles on hand and on order 

can be illuatrated bT several concrete eumples. 

(1) 

Defeue .lrticlee llieac1,r Deli nred 
to thi 4nii ana L'!I. 

There are several possible ways in which defeJI.Be 

articlee on hand can be disposed of to Britain, for e~le, 

under H.R. 1776 in i te present fol'lll: 

a) Within the $1, 800, 000,000 1.1Jait, &JI1 defeJI.Be 

articles now on hand can be transferred to 

Bri ta.in. rue applies not onl7 to defell.8e 

articles acquired 71ars ago, but also to those 

procured out of appropriaticJI.B aade before 

H.R. 1776 ia enacted. 
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b) Outaide of the $1,800,000,000, aircraft now 

on hand.--whether or not the7 are surplua-­

oan be traded in tor nsw models. Then these 

older aircraft can be procured under Sec. 

S(a)(l) for Britain. For thia, subsequent 

Lend-lAue appropriationa would be ueeeu&rf. 

'l'he wi.sd011 of this kind of tranaactlon should 

be oaretull7 conaidered. 

o) Other tTPe• of war materiel on hand can be 

traded in if the7 are surplus, obsolete, de­

teriorated or unserviceable and handled in 

the 1&1118 ft.1 aa aircraft. 

d) 'l'racled-in aircraft and other war •terlel can 

t.lao be hand.led in atill another 11&1· If soae 

ot Britain'• present orders, capital coaadt­

Mnta or other obligations are teken onr under 

3(a)(l) of the bill, that will release dollars 

to the Bri tlah. Those dollars can be uaed to 

buT the tracled-in 11111terlel troa the ~~&nutao­

turera to 1lhoiR thl7 are dall nred. 
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(2) 

De.teue .lPtiolea 011 Order 

Here again there are aenr&l ware in which !!.R. 1776 

can be made to operate: 

a) De.tenae articles which are now baiug produced 

under contract authorisations to be backed 1:1p 

b7 appropriations aade ~ B.R. 1776 ia 

paaaed can be transferred without liDit unless 

Congress puts a liadt into auch subsequent 

~and Navy, etc. , appropriation acta. 

I understand that a verr substantial 

&11101Uit of equip:unt ia beiug produced or can 

be reaaonabq shifted to production under con­

tract authorisation. Under Secretary D. w. Bell 

ia now gettiug 1:1p the figures on the dollar 

&IIOunt of outata.ndiug contract authorhationa 

which han not ret been backed. 

b) De.tenae articles which are now on order under 

appropriations m.-de before H.R. 1776 ia paaaed 
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oaa 'be -a. aftila'ble to the Brl thh b)' a 

prooeavt DOW bti.Dg Ulld. These Jnq ud. 

R&T,f oraera can be transferred into S(a)(l) . 
oraera ana the Jnq or Ra"7 can a~ee to tab 

later ael1Tel7 Of IIOrl 1110dern or the Sllll 

t7P• of defense articles. 

c) Dete1111e articles on order out of appropriatiou 

maa. alter B.R. 1776 1e paned can be trans­

ferred to the British unless Congress prohibita 

or llmita such transfer in these subsequent 

appropriation acta. In the main, two types of 

a1 tuatiOIUI will be presented: 1) Appropria­

tion requests such as the present War Departaent 

request tor about S billion 8 hundred aillion 

aouars; ana 2) The appropriation requeeta to 

CU17 out B.R. 1776. Congren •1 well handle 

tha aJ.Uerent~. It li&T sa7 that none, all ~r 

a.rq part of the equipment eo procured can be 

transferred under B.R. 1776. 
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H.M.Jrt 

Juetioe 

.... ~oil-. 19111 
:,S p.a • 

Frankfurter: Bello, leDrJ, 

H.M.Jr: 

r: 

H.II.Jr: 

F: 

R. M.Jr: 

r: 

H.M.Jr: 

r: 

R.M.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

Row are :rou? 

Va:r:r well. I vee terribl:r eor:r;r I couldn't 
ooae to :rou:r pa:rt7 Sun4a¥ n1gbt but, a 1 I 
told rou, I vent to New York to eee Chr1at1•. 

Well, bow 41d rou tind hl•' 

I 41d what ie called a 1 a1t&er• . 

Pardon? 

I vent up and did a ••••. 

A good deed. 

(Laughe). Yeah. Well, I mean, to aJielt­
rou know - a ver:r dear friend, you'r1 ver:r 
unbappf 1t rou don't eee them. Ob, Altred 
Coben eort or eaved hla 11te. He waa at the 
Rockefeller. 

Oood. 

R1n:r;r , what ' a happened ainoe I eaw you laet? 

V1ll, at tbe aeet1ng happened Juat what I 
thought, that they could think or lota or 
r1a1ona wh1 1t couldn't be done and- I 
auppoee that I ahould have known it before­
band- but I'd like t o eee rcu. It'e bard 
to do it on the telepbona. 

All right. When? 

Will, I don't know. Tomorrow 1e awtul bad. 

How about on the war down 1n the morning? 
Tak1 ae down. 

Regraded Uclassified



-I-

R.II.JI'I 

F: rea4J •• ttl'lJ •• 70u want •• to be. 
H.M.Jr: Ooul4 JOU be read7 at querttr ot nine' 

F: lure. lat11J. 

R.M. Jr: I'll piok JOU up. 

F: Fine. 

• 

) 
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SOA i•W laaa rft :f6 lo. ...... ..., 
SAN GAIIIIL • t:A&IfOINIA 

Bon.Bo.m, .. I'IU'IIoaa ll'o, 
Booro'ar.r t.r .... r..,, 
'Jaahiacton, 
]),0. 

Dear ~.Booretar,r, 

T1111r loUor of t.he ~hin of Dooeabor lHO, 

•ot.h1q llal 00- fl'- )'OQI' a4'110I t.ha\ J'OII 
wolll4 llaYo u 1ooa4 ta\o, 

1\ h - 1011'110Uon t.ha\ t.he 1&114 an4 II'&Yol 
bad111 .. of \1111 \orr1 \oi'J' 14 UUiq U.• and 1t ••••• t.ho 
OoYOI'O-\ ocnal4 llalldlo t.ho o1 \uaUon, 

Touro 'lOry irul)', 
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THE ADVISORY COMMISSION TO 11tE COUNCIL CF NATIONAL WUEE 
PIDIIW. AIWAW MJILDING 

WMHMTOII, D. C. 

O.oeaber 12, 1940 

Dea.r Wr. Morgentbau: 

The 1Dqu11T troa Mr. H. T. Clark ot San Ge.briel 
California, trua.S.ttad with TOur letter ot Deoa.ber J ' 
r etlaota prt.arilT a local aituation and not a nattonai 
trend. IDdax nuabara OOIIP1lad bT the Bu.reau ot I.aboJ:.. 
Statiatioa ahow that, on the aYaraga, produoera• prioaa ot 
oeaant , aand and &r&Yal were all&htlT lower at the end ot 
NoYeabar, 1940 than thAT ware 1D Auguat, 1939. Tbia aMU, 
ot oouraa, tbat while there ware prioe 1Doraaaaa 1D oarta1D 
looalitiaa, auoh aa San Ge.brial , prioaa in other parte ot 
the oountr,- either ware unohan&ed or declined. 

The aarlcat araaa tor aand and graYal, beoauee 
ot the uailability ot 118.ter1ala a.nd ot the weight ot the 
produot , are uauallT auoh narrower than tor other building 
materiala, aa.a ot whioh are diatributed nation-wide bT 
large .nutaoturara. Therefore, prioea ot aand and gr&Yel 
in &nT indiYidual wholesale .arlcet do not retleot the 
national aituation aa wall aa do the prioea ot .oat build­
ing Mtaria1a. 

!ha Loa Anplaa area, whiob 1Doludea San Ge.brial, 
ia one ot tha .oat arratio aand and graYal ..rlcata tor 
whioh 4ata an oolleoted bT tha Bureau ot Labor Stat1at1oa. 
Althouab little ia !mown hera about tba 0011iPtt1tiYa aitua­
tion 1D th.ia looalitT, atatiatioa allow tbat delinred prioaa 

· ot aand, sr&Yal and ornabad none haYa tluotuated YioletlT 
troa 19)5 to data. Tha t1guraa below, quoted bT a large 
produoar, ahow tha rans• 1D aaoh ot tha Taara 1935 to 1939 
and tha .onthlT data 1D 19~. Tbaaa prioea are produoer to 
oontraotor, par ton, del1Yerad to Job in Loa Angalae. 

,. . 
.. 

• 

19)6 
19)7 

1.02- 1.10 
1.11- 1.68 

araYn fl.)3- .70 
1.16- 1 ... s 
1. 21- 1.98 
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19)9 
lu.•l940 
J'a'll. 
~. 
.&prU -luaa 
lul7 
.&laC· 
Sept. 
Oat. 
)loy. 

-·-
tt.ft!h.u 

1.00- 1.,~ 
1.04 
1.0~ 
1.0~ 
1.04 
1.04 
1.0, 
1.05 
1.05 
1.05 
1.05 
1.15 

•l"!!ft.9e 
• - 1.~ 

1.0~ 
1.04 
1.0~ 
1.04 
1.04 
1.05 
1.05 
1.05 
1.05 
1.05 
1.25 

tl.~!.91 
.96- 1.8~ 

1.04 
i.o~ 
1.04 
1.0~ 
1.0~ 
1.os 
1.05 
1.05 
1.05 
1.05 
1.25 

!be ..rreat prioa 1eYa1a do not aqqal the prio .. 
whioh pnft1la4 411riq \he laat au J'Mra. Bowanr, we ahall 
look iato tba aituation u4 ohaot on the obange 1a Bunter -
delhara4 prioe ralat10118llipa, whioh 1a the beaia ot the 
oo..,laiat, 

'I'll• prioea ot o-nt. in tbia area han not olwlae4 
nearlJ' •• -oil u tor a&D4 u4 poanl. The barr•l nat 
del1Yara4 pri ... ~ u tollowa: 

lu. 
J'ab. 
~. 
.&pr. -Juaa 
lul7 
Mc· sept. 
Oot.. 
Kn • 

19)7 - tl.72-tl.76 
19)8 - 1.50- 1.80 
19)9 - 1.~- 1.50 
19~ 1.50 

1.50 
1.50 
1. 50 
1.50 
1.50 
1.50 
1.50 
1.50 
1.60 
1.70 

.AD eq.tuUOD ot 4al1nra4 prioaa tor all t.h ... 
•tariala b41oat .. \het the preaat leYala are Uttla, it 
UJ', o.t. of liae witb prioaa 1a other araaa. lk!RYar, 
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Mr. Ol.arll:'a U4 ~r a.ilU' letter• are uaotul 1a pola~ 
ing out v•• Wllero rep14 prloo ohuc•• are 'bo1nc WUato4, 
'l'bh h a YU7 ~t '»• ot oooporattoa aa4 •• appro­
oiato hla 1atoroat 1a br1qiq tho aituatlon to our 
atteuoa. 

BlaoorolJ', 

.... d=:-
a-J.uloaor 

'!'ho Honorable 
'l'bo Seoretar)' ot tile 'l'r•llllrJ' 
thlito4 State• ~ Dop&nullt 
HeDrT llora-tllaa, Jr. 
wuh111Ctoa, D. o. 
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T•~:...~" .. q•&ll· .. ,,_.~, Jr/ 

······~ ._.....a.lf•lratetUef I C. 
Ulls- ........... .. ~. wu • ••. 
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Du her 1, 1NO 

~~e ....... 
I • •n"ac ,.. hei'Wltk a ,., ot a 

letter laW ........ IMk *lu I b-fe .... 1 .... 1 

t.. •• 1. Y. Claft et the lea htlrlel c .... te 

tu. c a :• 
WUl ,.. pleaH let .. a.. aat to tell 

tkll .... • .... te me ... nrr lahNIUq 

t.at ... u-. 

IM!eaN. 
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~(JA IJaiNL 8~ 34 IJQ. ........ ... ,_,.. 
SAN GAIIIEL • CAIIFOINIA 

1126 L. Pr ... o.. .. 
ATI.ntic 2-1 266 

NoTember 25th, 1940. 

Bon. Henry loraanthau Jr,, 
Seoretar7 at the TreaiJIIrery, 
'faehington, 
n.o. 
Dear Sir, 

The writer hae been Tery much atraid ot inflation 
and untU 7ou were reported to tell the preee that you would 
eee there would not be inflation did I teel differ ent. 

On the third of October the Cement Companies raieed 
cement tan cents a ~on the fifteenth ot BoTember they 
added ten cents a barrell which locke ae if they were feeling 
their w&J. 

The Sand and Rook produoere ehowed leee tack they 
came out with an increaee at the Bunker or an adTanoe of 8~ 
on eand and 120% on graTal, 

The eand wae adTanoed at the delhery point 1~ and 
on graTel which was an adTance of 2D% plue, 

Thie price pute any one with a truck out of the s ... 
and and it &bowe that was one purpoee of the prepared price•• 

I am informed that thia 11 a feeler and will or may 
be further adTanoed. 

I .. told that the IADd oompanill haTe eo much bu•­
ineee troa the GoTerenment that it &iTte them a chance to get 
hl&her price• with out rear of a loee or cloaelng down. 

You can go twenty aile• eae t and you will lind aillion 
and million• tone of graTil that ie piled up and no eale, 

Granl 1e naturallY a b7Product of eand and why it 
ehould be eo auoh higher • •• no one ca n tell. 

I .. g1Teing you thie a• it ie a etart and a taet one 
on inflation. 

Your• trulY, 

san 

Regraded Uclassified



TO 

Beor.~&r7. rgenthau 
Ill'. , 

• 

Attached 1e a aeaorandum rrom Mr. Haam, or 
Leon Hender•on ' • ottioe, on "Inoreaeed Authority tor the 
Control or Prioea: an orr1c• or Price 4dainietration•. 

Ill'. H._ and Ill'. Ginaburg WOuld lU:e t o diecuae tbh matter With you at your early convenience. 

' 
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Ia n• or t11e lro.4 illt.reat. ilwGl nc1 &lid tile tar­
reaob1q ~or pric. OODtrol, it ia iaporto.at 
tllet price adlliJdatratiaD be direotlT r .. poaaible to tbe 
~t. !llereton, ~ eboW.4 be "" Ottice of Price 
~tiOil, not 1llldar but coorcUDt.t.e with tile OFII aDd 
lib it, reapoaaible to tba Pre1ident throueh tile 0!11. ' 

( o) .&lJ. _.,.,.07 price powl'l •hioh are reqllirld to c1ee1 
with ebortqee (tiloal. aDd -tarT poorwe are thua .,._ 
olwt.d) abclvJ.d be cent.rallslll ill tbia .,....,. • In order 
to -.Ira price COiltrol etfeotiTa - to pl'WTent bootleuinl 
aDd 811bt.ert'upe troa briU1Dc t.llrwch price cefHnp -
tlleM ~· .u-lcl Include ... thorU;r to oaat.rGl tba 
reaJ"vel IIIFPl;r (that portioD or prodQction which 1o not 
l'lq1&1rld tor llil1ta1'7 ->. '1111 11tobl1~t or ....,h 
oiTU.iaa ~ quotu 11 l1ltRiM -••"7 tor 
tile pet- or tha lro.4 ~ or price •de1n!&­
traUOD, -....q, tM ai:Dt..act~ ot a ""1 •nced. VIM ..... 

6. .l cl:ratt or &a lzeoatiTI Order .. tobliab1q an Ottice of Pr1oa 
•ctw•nhtntiaD lou a1r...t,r bien .w.ittad to aDd d11ouaslll with Jlarold 
Sldtb ill tile ....._ .. ot tile lludcet. Be qrSICl that aotioD eboW.4 be 
tobD •• - •• poalible, but :ln4icaW that tba PraaJA.Dt ll1&ht be 
raliiAitant to -e •til otller al-ta ill tba Oat- ea.iaaioD beeidl1 
price <-, acricnlture, aDd tnnaportotJ.on) ware ~care ot. 
•• tlllpbuile tllet clal..q is c~anc.-1 price ria•• oan be prnentad, but 
hip prioaa -be radiiAiad oalJ' ~aDd with v•t ettort, and tben 
o~ ill oarta1n balio, ololllT-trolled SAcluatrl••· It r- i• to be 
ollarpd rita .,.. .....,..tb1l11ir tor pr1CN, hi• ortlce ... t be 11,_ 
1MreaNd natu ..s aat11Dr11ir• lttorta toward tiM Mint-noe ot price 
atabil11;r -.r ,.--t ~are s-..aJ.DclT tlltill • .lctiaD 
tor tiM llt&IIU.u-at ot u Qtt1oe ot Pr1ce Adld.niatratioD llllolal.d be 

ta~ra, u •t a11 ~bll, we* I.e.s-liiM...!"U 11 .....s. nu. 
Cltu'-n ..s I waial.4 l1Jtl to ~•• th1l with 7- ,_ earq 
o~. 
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hw -ret "• =· --· la ... c" to w .... 
" ...... lakK Uonl7 N17 ...... !lo&lleM a1lt\eri17 ... 

llllf' Wu tMiac f'llftber a1Utu)- UopoelU- JnMil b .. 

Clt.laa fer f- later ..,. eMala _. • .., "- llNiJ _. 

~· - _. aUt a ¥1 .. tile Va1te4 lt&tee ... 

Jnwa fer ..-taM lll• t 'he eoum .,..s.an .I'IIJM .t. 

J.,...M ---' IW:II1 YOn 11M4 et .1'.-.M la'•Us.- -

...toe 1a hUt .... - nelU.C h 5 aJ 111 _. ILM4llac aU 
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I w latonld. "' La4D \llat tMr -. la 
pl'iMSple ........ -1 - lllk llllnl& \e QplnM 
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,.Row Mr. Ooohraa 

CONFIDENTIAL 
lleclnoN4 oterl1JIC truoactloao of u.. roporuu 'b--~ -. - • were u tollovel 

SolA to oo-rcial coaceraa •"· Pv &0'0, ()()() 

ea.oa troa oo•orolal coDCorao .t~~ooo 

Opoa ...-at ahrUag re:J~&ined a\ 11.0}-1/3. tru oacUooo of u.. ,.. •1 baDka wra at tollov11 por. liC 

JolA to Oo-rclal COIIOtrlll £3 ()()() 
hrcllaao4 froa oo•orclal coacoraa u:ooo 

111 l'ov York, tho olooill& raho tor tho f orolp curroncloo lloW 'bolov vor o 
II follOVII 

Ou..tlu dollar 
Sviti true (co .. erclal) 
Svo411h lerona 
lle1oh-.rk 
Lira 
Arcootloe peoo (tree) 
Jradllaa allroll ( troo) 
Mold.- peoo 
c..'bu peoo 

!'ho r..tera1 :bNrYe Juk of llov York ropor\14 \bat the Juk of 0~ ohlppo4 
$75,003,000 ill colA fro• Ou..ta to tho lo4eral tor &OCOWl\ of 811 :Brltuolo KoJoo\;r'• 
Go .. ..,..,, for &alo \o \lla l'ov York J.oaa;r Offlco. 

fill prioea flm ia LoD4oo tor apo\ t.Jl4 forward oll?or nro 'both 1/164 blcl>or, 
at 23-3/'44 aD4 2}-5/164, rt~pecUral;r. !be o.a. oqulnllllh nra 113.441 aD4 112. 331• 

llu4.;r u4 Barau'a eottlement price f or forolco oil?or vat =•ba11Co4 d 311-3/11/. 
fht !reaov;r' a PQ.I'Ohaoe price for f orolp ellnr va• aloo 'IIDCbaliCI4 at 351· 
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Yo ..U tuM paa h•o ot elber totaUac )00,000 -• _._ tM au­

)WOIIeM .&a\, all of II!Uall ... te-.. ot - }11'04110\la f1ooa toNlp -vloo, ter 
torwu4 .. unq. 

!be ._._ of J'orolp 11M DoMoUo o.-.... npor-.. oa 1111n1a 3 o obi,_., 
of f265,000 wrtll of torolp oUnr oola, _, ~ ._ o.r..-, !ru\ Oo., .. tori<. 

.. \llo ••t.llorluh :r.lioo .....,_,, lawta, 1-. Yo ..,.oro\uA tM\ \M ••-,._.. 

la41ol Qon~• laoV...\e4 \be horaa_, oo• \lM aco w }IU'IMM 6,000,000 .-. 

of dlnr tor ooluce l'VJ'OMI• Ia all pro'bolllll\7, t.11o ollon abt,..., oouloW of 

0.., oolao lllaW ........., tlllo orbr. 

!M repor\ of J'o'llrMrT 26 r .. otftl f1ooa t.llo J'e4oral beern llalc at hw York 

cl'l'iDC torolp ozrhnp poelUoa1 of 'bnlco n4 'boabro la lh 4tovtot, I'Ofta1e4 ._, 

1111 \o\ol poo1Uoa of all 001111trloo wa1 abort t.llo lqlliYOlea\ of .7.6o1,000, • a.. ...... 
of $1173,000 la t.llo abor\ poo1Uoa. ••• olwt.po ,..,. •• tollovll 

lllor\ Po 11 Uoa Ilion PoolUoa Choop la 

:h'llr'!W'l 19 :h'llr'!W'l 26 lhor\ 1'oo1Uot1 

ID&lo»•• • 185,000 • 26),000 +, . 78,000 

lll.ropt ,.~7.000 3,293,000 - 2~,000 
CaM4a 13~,000 (I.oAC) 109,000 (I.oac) + ,000 

X.tla jMrloa u ,000 311,000 + J,.7,000 
,,106,000 3,!)59,000 - l•ooo 
1,376,000 1,,~,000 + 7 ,000 

l~.ooo <to..> ,000 + ~.ooo 

.S,OSl,OOO $7 ,6os,ooo - $1173,000 

• Plu •lea (+) 1a41oaho iaoHUI la abort pooUloa, or 4ocro&M la loac pooltloa. 

lllmla otp(-) 11141coho t..HUo la abort poeHloa, or taor .... la loac poottloa. 

"Ooablael po1lUoa la roctotore4 aa4 opea ...,~~:~, 1\orllac• 

CONFIDENTIAL 
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P f.llSO!l AL AND 
SECRET • Jo 

.IY* .. 'IIf, 
wu •• .-.•. o. 

Ll&rch 4th, i941 

Denr Mr . Secretary, 

The Honourable 

I enclose herein tor your , 
personal and secret informati on a 

~opy ot the lete3t report received 

tro~ Lo~don on the Military situation, 

Believe ~e , 

Deor !Jr. Secretary, 

Very sincerely yours , 

Henry ~:orc:;entbau, Jr. , 

United States Treasury, 

V/ashington, D. C. 

Regraded Uclassified
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.. ~~at 1'-i'h IU'I DOW lft1ll'bll 'bid 

IAiautlMtS.U an llls.aa ICN&b*• 

le !?W· U B fOp, 
21aaat If t.f/INe ft ~N -
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1.'he Honourable 

Dear Mr. 8ecretar7, 

aamaaiiHMaY, 
WAalllaOTOa, D.C. 

March 4th, 1941. 

I encloaa herein tor 70ur 

personal and aacret 1n1'cra tioo a CC1Jl7 

o1' the lataat report r aceiTBd 1'rom 

London on the a111t•rT a1tuet1on, 

Bel1eTa ae, 

Dear Mr. Secretar7, 

Henr.r Morgentbau, Jr., 

Ullited state• 1.'re&Bur7, 

Waahingtoo, D. C. 
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lllLI'l'ART Ill'lELLIG!iiiCS OIVISIOII 
T11J1 DBPAR'DDT 

llASHlliGT<Ji, Ml.roh '• 19'1. 

The lJU'ol'llll.tion contained 1n thia aorioa of bullotlna 
will be roetrioted to item.o trom offioit.l aourooa whl.oh are 
reaaoMbly oonfU..d, Tho lo11on1 nooouarily aro tontatlvo 
&Dd. 1n no aenee -.ture atud1e•, 

Thla doo-.,t 1a belnt; t;i....., an appro...,d dlatribution, 
and no additional oopioa are available 1n tho Military ~ 
tellit;coe Ohiaion. For proTiaiona SOYOI'IIiD& ita reproduc­
tion ••• Letter TAG S50,05 (9-19-.0) U-B-11, 

All R .A . F , /.ERIAL <lll1llmlT AIID B<J.IBDIG SCHOOL 

SOURCE 

!Ate 1n llovembor , 1940, an American offioial observer -de 
a vielt to an R, A, F. aerial gunnery and bomblnr; aohool , Thlo bulletin 
ie baaed upon hie obaervationa , 

r . , .¥ 

CONTE.ll'l'S 

1 . a!GAIIIZt.TIOtl 

2, El;.t1DW21T All!) 'mAI!llliO FACILITIES 

S , C<JiDUCT Cl' mADIDIG 

4 , SUIJ.IART 

RES'l'RICTtO 
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.U R .A,P • ADII.lL ClllllllllT Alii) BCJIIBIIG SCBDCX. 

1 , CJUio\!!IV.'tiQI 

At tbe gunnery anc! b<Bbinc oohool, u throu;hout tbe R.A.P. , 
tho otetion iteel r c!oee all the hou .. lceepint;. 'thie inoluc!ee I'UIIIl1n& 
Mtlll! porforming supply !'unotiono, t.lld Mncllinc range det..ilo , 'both 
opore.t anal &lid ,..intenanoe, Thuo equo.drone are lett absolutely no 
!'unotion exoept aotual training, In the oaee of th1e eohool , the 
otetion go .. even further and perfonu all ,..intenance work on air­
oratt except daily inspootione, whioh are oarried on by oquo.drono at 
c!ilporot.l points . This "tull sara&•" oyateal hae not been uoed at 
other n,A.P, stations reoently ~aited . 

'there are three training oquo.drone at tbe eobool - .,... 
oharced with £U~~Aery tre..ining, cme with bOIIbint; tra1n.1nc, 10114 tbo 
thirc! with towin&• 1'h1o bret.k-dcnm ot work -.Ice a tor liiiiOotb t'unotion­
inc and il probably larcely reoponoiblo ror tbe e;reat number or t.lrial 
f:UDDero and 'bo=bardiera turned out, 

2, IIIQ1TIPUE!IT J\ND mAIIIIliG PAOILI'tiES 

a , Airpl".!:!.!. 

The station ie oquippod Yritb 70 Fairey Battleo, Thie 
air plane ie oxoollent tor &WOII•ry trAinin~ but not for bombing traift- · 
inti• The etetion rurniabes 12 planes to eaoh training sqUAdron daily, 
with ae?eral reaer?ea in oommioaion to replaoe any that de?elop trouble 
during the day. 

'b, Bombing Trainer• 

!here are tour 'bocbing trainers I.'I&Ua'ble, and t.ll are 
uoed to tho •-1mn degree, Et.oh trainer ooneieto of a U&)lt-proot 
ro011 with a tilm projector whioh 1e looated in tbe cellinc and whiob 
thr0W11 a .,?ing moaaio on the floor, !he opoed ct the ~go •Y be 
oh&nged to eilllulate ?&rioua 'bombin& opoedo and &ltitudeo, aDd the 
"pilot• , who si ta 'baok of the botlbar41er, can change tbe direction of 
traftl ot the ~ge on tbe noor by uaine hie J'Udder bar, The whole 
otroot 1a qui to •1a1lar to ""'t ot aotual bomb al&htinc tram an air­
plane, 11nd the bombing inotructor otateo that the reoulto are h1&hly 
11!\tiafaotory. 

o, Re.ngee 

The aobool ia oonvoniently looated for gunnery and bomb­
ing trainlne;, It lo adjaoent to a large lhallow an:t of the llortb Chan­
nel , where four gunnery range• and three 'bombinr; targets are oporated 
oonourrently, Soorinc tor bombinr; 11 all done by the two-tower tri­
anr;ulation Mtbod . No attempt baa been -.de to reoord practioe boooblng 

RES !It ICTBD 
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renl te b)' pbotoP"'~, poaaibly bao&uaa ot the ahorta&e ot jllloto­
P"'pbio aqui~. 

d . Mo!iD§ Guabery Tarr;et 

Connn1ent to the ot&tion 1o the t;round swmerJ ,...., • • 
Tl\io oonaiata of a full ooalo model of an Uo-110, Whioh proTide• a 
tixed tarset at a ranr;e of 600 JOrde and may be uaed for both day and 
ni51\t firing, and a moving tarr;ot tor praotioe in 1\andlin£ turreta 
and dofleotion shooting, 

Tile lllOT1D£ target 1o a aoale model of an lle-109 110unt&d 
on an eleotrio trolley. '!'he traolc 11 laid out 1n the shape of a tri­
an&le 200 yards to tho aide, with an apex looatad 100 yards troa the 
turret ot&tion , Tho target travela at 30 mUea per hour around thlo 
trian£le and offera opportllllity fo.r the otandard atern quarter att&ok 
uaed. by purau1te , aa well ao for a quartor1n~t £01n£-•-Y ahot and a 
orouln£ ohot. Obaervat1on or the tire or a four-£1111 Boulton Pllul 
turret and a two-51111 Pr&zier•Nalh turret a t thlo tarr;et allan thio 
torm of s=n•rJ praotioe tor ouperior to any preT1ouoly encountered, 
The R. L.F. rt.nto officer atatod that tho ooat of' tho entire 1nat&l­
lat1on .. , approximately t 2o,ooo. 

e , Spotlight Gunnery Trainer a 

Spotli&}lt gunnerJ traininr; waa not obaorvad, a1.noo it 
11 still 1n the formative atago . The trai.ner oonaiata of o. 1\emiaphero 
with a di..,..ter or approximo.toly 25 foot and a standard Fratier-Naoh 
turret mounted oppooite tho oonter of thia homiophere . A motion pioture 
maohine projeoto the imar;e of a tighter plane fl;yin£ at different r&n£11 
and an&!•• on the inaide of the hemiophore. tho otudent llllonouvero hio 
turret until hie oighta are lined up, and When he preoeeo the tri"ar 
a apot of light 1a projeoted where the bullet would have hitr the pro­
jector autoatioally takes oare of tho bullet trail and drop tor dif­
ferent ranr;ea and dofleotiona. the Whole ~~eehania oan be a topped 'lllh• 
the ahot 11 fired , and the atudent•o errore oan be analyaed , The prin­
cipal advantage• of thlo trainer appear to be the exoellent taoilitiao 
offered for praotioe 1n ran~te eotimation , deflection ahootiD£, and 
turret operation. 

t. Gun c ..... ra. 
Gun oameraa are uood extonoivoly during the early part 

ot the oouroe given at the aohool. It 1o tho opinion of the ataft of 
the eohool that their oolo value ie tor ohoolcing pror;r eoa 1n traininlt 
on r*f£0 eetimation, It ia a common error to ouppooo that sun camerae 
are o value in traininc tor deflection ahooting. 
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Rll!lliC'II:D 

a. CCIIDUCt ~ D~U~mo 

a, Aerial OuaDora 

the atudenta in the aerial ~ery olo.u hA'Pe prnioua1y 
had o. three montha' oourae aa radio operatora, Cla aaoa avera~ 1~0 
atudenta, diTidod into sootiona ot 16 oaoh tor oontrol , Their oourao 
laota tour wooko, 

b, Aerial Bombardier• 

Eaoh olass ot aerial bomba rdier• oonaiats ot about 60 
atudenta who have preTioualy oompleted the throe 111011tha' oourae in 
aerial no.Ti~tlon, Ill eaoh cOJ:Ibat orew one ....,. - uaually a aerr;eo.nt -
11 no.Tiptor, bomb&rd1er , and sunner . The courae laota ei£)>t -ka, 
with tiAe about equally diTided between bc.binr; and sunnery. Bcd>inr; 
trainlnr; inTolveo about 20 bCIIIba at low altitude - Z,OOO to 4,000 
teet- and about 60 bombs at hlsh altitude- 12,000 teet, All boabi.Dc 
11 lnol, and no night bcabinr; ia practiced! this 11 notable becauao 
in a ctual operations praotically all bCI:ll>inr; 11 done a t n1£)>t rr- a 
power-ott r;Udo, Some practice al.Joulatinr; ~<ctual conditions 11 ob­
tained in operational tro.ininr; aquad.rona, which are intermodio.ry b.­
tween the echool and aotual opera tint; uni t o. 

4, COIOIEIIT 

It o.ppearo from oaretul obeervation at thia school in opera­
tion that , while the R,A,F , ie well IOhoad or our service in aeriAl 
SUftDery training , WO aro 110re advanced in tr&ininr; Of bombardiora, 
l t i t h tho exception ot tho bomhinr; trt.inor in uae at thle sohool, which 
11 " def'inite improvo"""'t on our own , our equipment and methode ae .. 
more etteotiTe . 

fie could loo.rn _,y losaona in urial sunnery troa the 
8rit1ah. Mony hours and all no.ilable equipment or the proper type 
ue de'I'Oted to traininr; in ro.nr;o oatiation, which the British con­
eider the nry foundation of ~<erial ~ery. Ill IOddition, their t~<oil­
itiea tor r;round training IIIUOh 110ro ao&rly &pproxi•te actual ~<ir tir­
inr; than our own, 
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SITUATION REPgli 

I. Western Theater of l'r!£. 

IL I .D. , W.D. 
llarcb 4, 1941 
12sOOIL 

~~ Oerloan. Activity ovor Great llritain last night 
waa on tho largest scale sinco las t Docember. CD.rdiff' was heavily 
attaci<Od. llellcastle and various llritish airtielda also .are 
bol:lbed. 

Britieh. Frag.entary reports ind.icate nol"'llal 
acti'rit)- alone the Channel coast. 

n. Balkan Theater of' 'Nar. 

Bul&aria 1 'ftte Genlan High CCOIIII8IICI announces that tha 
march ot O.rman troops into Bul.garia continues accol"dine to plan. 

Albania a ~· Activity by small infantry units 
and intense artillery action is reported by tho oreeks. 

!!!.• No important operations reported. 

m. *<literranean and African 'nleaters of war. 

Ground: Italian SM&l nand. Britbh troops haw 
occupied Villac&io Duca Abruzzi, which b SO miles northe.ut of 
IJOSadiaoio; Bulo !Nrti, on the Uebi ShebeU, about 100 miles due 
north of Vi.l.lauio ouca Abruni ; and Iacia Baidoe, about lSO 
.Ues northnst of Uogadiaoio. 

North Atrlca. The Italians report that 
another attack by British mechanized troopo on Jarabub has been 
repulsed. The-; also report another clash between German and 
llri tiah armored forces in Libya. 

Air: llo reports of' operati ons available. 

110te1 This .uttary e:ituation report is issued by the 111lltary Jn,­
tellisence Division, General Steff. Dl view of the occae:ional iJ>. 
elusion of poll tical inloration and of opir.ion 1 t is class1t1ed aa 
Restricted. RESTRICTEP 
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