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It aa41 tkroo lNI'OIIaooe at oll•or \o\altac 150,000 -•• u4or \lot 111•• ""*''"' 4o\, all at *lob ooade\o4 at ..., ,....,..,uoa t.,_ toro1p •-rtoo, tor 
4elt'I'UJ, 
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RRITIIM l!IIUIY, 

WAI MI.CTO • • D.C . 

Peuonal and/ 
Secret 

llaroh lOth, 11141. 

Dear llr. Seoretarr, 

1 encloae heralD tor JOur 

pereonoal aDd aecrat 1otor .. t1oo cop1aa 

ot tbe lateat raporta race1-.ad fro. 

London on the m111tary e1tuat1oo. 

The Honourable 

Beli eve me, 

Dear Mr. Seoretarr, 

Very a1noerelr your , 

Henr,. Morgentbau, Jr., 

United Statee Treaaurr, 

Waah1ngton, D. c. 
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Srt'UATIOM REPQIT 

I . Woa torn Theater of liar. 

11. I.D,, W.D. 
!larch 10, 1941 
12100 11. 

34.0 

Air: ~· During daylight ot the 8th and 9th there 
were nonoaiOperations against shipping at soo. and scatterinl: attacks 
over aroat Dritain. Durin:: the night of the Oth-9th a strong attaclc 
wu la~mched against the London erea. This was apparent}Jr the 
haavieat OerMn night raid ot 1941. Laat ni&ht the attaclc was ..._ 
~ 1n leas force and Portsmouth also wu a,wt..aticall:t bollbed. 

British. Apparentl,r no ni&ht operations. Ql the 
9th fairly hea"7 daylight attacks wre made o....- northern Prance. 

II. Balkan 'ftleater ot War< 

Ground• BuJ,garla . MO ~e. 

Albania. The Greeks report their oftenaive 
continues and new positions in the Tepel1n1 sector were occupied 
despite strong Italian counter-attacks . The Italians admit Qreek 
attacks in the sector or the Eleventh Arrtr:t { aout.hwost sector) but 
cla.im thay were repulsed by counter--attacks. 

Air: Albania. Considerable air activity on both aides 
1n close support or the ground operationa. 

m. 11!!<11 terranean and African Theaters ot '!!J', 

Ground: Italian SoNlUond. British troops have 
occupied Gabredarre 'llhicb is about 16s Jdlea by road 110rthwest 

Ferter Whlcb was captured ~cb S, 1941. 

~· !be Ital1&na report another attack on 
Giarabub Gaaie by the British haS been repuleed. 

Eritrea. A eucceaatul counter-attack ie claiMd 
by the Italiene 1n the Cheren sector. 

Air• AXis. pressure aaintained 1n Libya· llalta was 

bcabed acaiil on ii\89th. 

British. MO report& of activity. 

Mote, 'ftlie llilltarT situation report ie iaeued by the 11111tar)' ~ 
talHgence Division Qeneral staff. In rl.cnr of the occasional in­
cluaion ot political wa.-tion and ot opinion it 11 classified ae 

Roatricted . !!ESl!!IC11il1 
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TREASURY DEPARTMENT 

INTER O F'I'IC II: COMMU NICATION 

DATI Jla rch 111 19~1 . 

TO Secret~rgenthau 

l.lr. K7#' 
In accordance with your request of Karch 10, we are 

pre!)4r1ng a wri tten analya1a of the Gano DuM report on a tee1 
capacity, wh1ob we expect t o co~1ete and aubait to J OU on 
Thur&daJ a fternoon of this week. We 41aagree w1 tb tha con­
clul1ona of llr. Dunn' s report and i t baa taken a little tiae 
to auemb1e and organize our refutation. 

Regraded Uclassified



See ent17 of 6/5/41 which ata tea that 
a copf of the President's aeao ot 3/10/41 
•a gn·en to Wr . Hopkins b;y Hli, Jr. 

' 

• 
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• ·-

This is referred to in H- Jr•s report 
. luncheon meeting with the Pr~sident on 
d/10 which is filed in President's folder • 

L-------~--------------~--------~ \ 

• 
I 
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TREASURY DEPARTMIENT 

r,oi INTDI ~ =CIMIINCA,_ 
,.<t> 

(}' 

~·· 
... ~·~ -MI7 ...... ,. •• 

Mr. a.uoa hro.U hl~thnef - ,_ the a.-t•h• .. n h•p a-lodea 

al 12•35 ,. .. .n.q - · .. t.U •• Uld ~ Jloalli: w u-··"' with the 

nw eo.luto.-o the .-ttn fll &S~ pUUott:r to tho ....... W1ela -

latbc plMI at tho -.-t\111 MOl ...,..,. a-lodea ;rM\.tq od"tts aa with 

..,..-taU no tna the .._.._ aa-tattoao ta •• T•k '" n.t:r a p1aa t• 

Uf&l .. Uac JrUhh laftotarh ta Wo 1-l':l'· It hot Me tho opSaln f1l the 

o.iutouro tlla\ ao pUJ.tot\;r obn14 he cS.,. '" thh -lac, -.u.s.ac 'hi 
~l,,..,,.,., oUnehr ,......, • ..,, - huk bol.n4 thh Uit-Uoa to rlllh 

ltanlll')'llor.-thoa w- tho l&Uor'• prooo oollfornoo. I P" tho lllorftor;r tho 

A'botaaoo ot thh •••wee at) o'ellllt: :ron.tq lift-. 
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.... u, lM1 

So.e tL.e 4urial the nilbt I woke up and got the idea 
that if we wue goiDg lo refm the $600,000,000 June notu, 
we also ought !:A at the same tLae, raiae f iYe or aix hUDdred 
aillion oaah1 - ..te an iaaue of autfioient aiae and do it 
all at one tl.M. 

Strangel7 enough I still re ... bered it when I woke up 
thh 110rn1Dg, aad I MBt for Bell and gan hl.a thil idea, and 
asked hl.a to apeak to the people in In York and find ou1: 
whether the7 h&Ye fiaiahed digesting the laat iaaue • 

•••••••• 
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Karoh ll, 1941 
10:20 a.a . 

RE AID TO BRI'U.Il'l 

Present: 

Foley: 

Bell : 

Foley: 

Bell: 

Foley: 

H.ll.Jr : 

Cochran: 

Mr. Fole7 
Kr.Bell 
Jlr. Cochran 
llr. Bei'DS tein 
Kr. llh1te 
llr. .loheaon 

They wanted the aaae oontrol you had over the 
tour million eight hundred eightJ million. 

The7 will get around now to bl.u.ing me. 

No, bu.t ;rou r••ber. 

Sure. Well, that 1a the lludzet'a job. I • 
IIIJP&thetio. It h abaolutel7 budget&l7 oon­
trol. (Laughter) 

Sure, there he oaaea. 

.lll right. low, Merle, wi.l.l 10U atate the oaae 
apiD, pleaae'l 

Ola Satarc1&7 •oi'Ding we oonaidered the -I'IJidla 
wlaloh had been aubii tted br llr. Pinaent on 
lfaroh 7. It wa decided that we needed aore 
data with rea1eot to the paragraph headed 
"Final Benlt on page four of this ••o1"8lldaa. 
Thia paragraph rub aa follon : 
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Bell: 
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-·-
lifo Hhl' CIIU' ehortaae up to _.t lNl ..a 
to pronde a calh balance OD lliN ~aatlf 
in aaaumption aix, we need aee1etaaie .,_ 
the end of August to the extent of three 
hundred sixty-five ailliona on the baaia of 
the firet alternathe and one hundred eigh\f­
fin allll0111 on the baah of the eecond 
alternathe, subject to the fund.uaental 
point l"&ieed on &ll'lllption three. It h 
hoped that auch auhtance can be prodded 
1n the fora of the taking OTer after the 
paaaage of the bill of OUl" exietlng con­
tl"&cte bJ the UDlted States GoTe~aot to 
the extent nece••&l"f to cover the above 
amounts. The taking over of capital assets bJ 
the RFC will, of couree, provide part of this 
assistance. For the rest it shoUld not be 
difficult to aelect sui table contl"&cta up to 
the amount required. Speed of action is 
ve1"7 desirable as deliveries are constantly 
reducing the outstanding value of existing 
contracts. Even after !uguet, our defioi{ 
will still rise for a time. This should be 
aute~~&ticallf taken care of, aince 11&111 of 
the contl"&ch to be tclten OTer are bou.nd to 
han paJIIlenh due after August aa well aa 
before, of which we shall be relined. The 
11011the to August are the .oat difticul t 011ea. 
!be deficit of the early aonthe will in part 
'be ourrantly aet frca gold borrowed by tlle U. 
I. Goveruaent; but, u thi• h only a t-PO­
l"U"f expediaDt and luna a r .. ponaibilltJ to 
l"'p&J 1D gold, no aocount hae beaD taken of 
it 1D the calvulationa abOTe.• 

Let .. appl'Oilch thh thing in mJ om peculiar 
Mllller. · is of JanuarJ 1, their outatanding 
oontl"&oh nre approxiaately a billion four? 

'l'hat h ghiD in Table l. 
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Jut for 'a7 pal'p01110 JfiG lllo 

A blllton three thirtr. 
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All right, a billion three thirtr. Mow thia 
1a the elnenth of Jlarch. We can use F~bruar;r 
28. 

lee. 

lfow, fro. Januar;r 1 to Februar;r 28 I want two 
fiF!~r I want, one, how un;r contracts ban 
thq pud for, ;rou aee. You can get that fra. -
how auoh han the;r paid for d:lrlDg the -th 
of Janua.r;r. That aubtracted frca a billion 
three thirty would gin ua the figure on Jiarch 
1. Baa an;rbod1 got the figure\' 

The billion three thirt;r, Kr. Secretar;r, is a 
Februar;r 28 figure. 

No, I want the Januar;r 1 figure . 

I hann' t got the pqm.enta on those earlier 
oontrach, but we han got the pa1Ji1enh which 
are due on the firat of eaoh 11011th. 

Juat let ae put it thia wa;r. Let's sa;r it il 
a billion four . Thia ie the a;r I nnt to 
approach thil thing. .l billion four, Jenua.r;r 
1. Than ao aan;r contract., 10 1111ch - the;r took 
delher;r of ao auch atutf during Janua.r;r. Let•a 
jut ea;r for arguaiDt'a aake the{ took care ot 
three bwldred ailllon, which lef thea on the 
tlrat of Karoh outatmdlng one billion one ot 
the oantraota which were in exiatenoe prior to 
.1&1111&17 1, not the onea that t he;r ban written 
aiace. Bow{ of that three hundred ailllon 
cloll&ra tha the;r ban paid for during the 
aonth of Januar;r, where did tba t mone;r ccae 
fro.? In other worda, how much of it c&ll8 
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H.ll.Jr: 
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fraa the sale of 1eouritie1 to the etook 
exchange, how IIIUch of it frCIIl gold, how 
did they pa;y for it? In otheJ• words, what 
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I am groping for is this: I had mentall;y 
earmarked a billion four hundred million as 
of Januar;y 1 when I testified, ;you see . tlow, 
I have said toward that there ia nine hundred 
million of direct investments, there is six 
hundred million liated securities, and there 
is four hundred million dollars annual output 
of gold from South Africa, or a total of nine 
and six are fifteen and four are a billion 
nine. How, what I want to know ia, of this 
three hundred million how li!Uch of it came from 
those three sources. Now, is that assumption 
correct, Dan? 

Your figures are about correct. It is a bil­
lion eleven, as I understood it, instead of 
a billion nine. 

But m;y assumptions , So then we carry this 
thing along and I will tell ;you wh;y I ex­
plained it . Is there any other place that 
they can get this - han it pled(:ed to llle 
and I in turn to Congress - the b1llion four 
hundred :million contracts outstanding and then 
that their listed securities, their direct in­
vestments and their gold or an;ything else that 
we counted in should go toward pa.1JIIent. How, 
for argument's sake they paid three hundred 
million dollars out . Now, where the hell did 
it ccae from? 

Well, they had gold which was sold on Januar;y 
2 of a hundred and seventy-six million; Jan­
uar;y SO, twenty-six million; and on Februar;y -
twenty- six lllillion. That wouldn't count. 
You have a hundred million of gold there, a 
hundred ten of their aecurities and then some 
taken from the bala.nces which they had on hand 
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White: 

H.ll. Jr: 

1'Jhi te: 

H.J.I.Jr: 

Cochran: 

H.ll. Jr: 

Cochran: 

H.J.I .Jr: 

the fll'lt of lanual'J. 

Well, do you see what I want, Ha!'J'7? 

I see what you want, yea . I am not sure that 
that--

You mean where it ia going to? 

Ho, thoee lirat three quaationa are tine. 
You want to kn~, A, they owed you a certaill 
uoUDt on cc.Utaanta on JlllU&1'f 1. Bow 
1111ch did they paJ on those c~tmenta'l You 
knn their aneta. 'lhere did that aoney 
CCIU lrca? Pre-bh' it cue fra those 
aaaeta. It it did, then their present 
asaeta ought to ba just the difference be­
tween the two aa compared to their January 
1 assets. · 

Then on the first of Karch - I mean, I don't 
know ~uat how we will handle it. I am groping. 
I don t know just how we will handle the con­
tracts they han signed since then, ,rou see. 
I don't know what I aa going to do nth thea. 
Let ae just think out loud a minute. How, 
they ccae in and say, between now and the 
first of August they need three hundred sixty 
aillion dollars . Ia that what you han got? 

That ia, 1! they pay Canada gold. 

Well, they are going to pay that to us. 

Then it ia only a hUDdred and eighty-five. 

All right. They need a hUDdred and eighty­
live mflllon dollars. Now, I say before I aa 
interested, see, •oantleaen, I want to know 
where are you getting the cash to pay your 
billa today. In other words, are you taking 
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••• of the tat ott the bema that • l&id •• 
cllan't want! lhera 11 lt o-.l!!i fr•? Yoa 
11:/ )'OU need a bundrecl and eight)' lllillion 
dollars.• Now, let me just give 70u this 
picture. - Then the7 take on more contracts. 
I mean, it is like a going concern. The7 
han got 80 much to pay out and they han 
80 much of their assets. Which of their 
assets did they use and what is their position 
as of !larch 1? 

They han ginn us that . 

They have given us that. 

ihat? 

The7 have given you a stat~ent of their credit 
position and debt position for the month of 
March to show how much they expect to use in 
gold, how much they expect to get from market­
able securities. 

This is for !larch? 

Yes, air. 

But I - I will cc:ae to that in a lllinute, but 
I ant to know what happened in J&JIU8l'l· Row 
did the7 finance th ... elv" in January'l Now, 
they oaght to know now. I mean, I IIUit - what 
did the7 do in JanuaJ'7? Through the Federal 
Reserve we can quickll check up what did they 
pa7 o'\1t. 

That is just what I waa r eading. 

Do 7ou know how much they paid out -in Jenuartl 

Yea. 
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Y011 tola M how IDlOh gold. Bow auch c11d thq 
pq out in JanuaJ7'l 

It ien' t broken down bJ months here. 

Well, it should be. 

Well, this comes in weekly, but I can figure 
it out. 

We~ give it to me rough. Can rou give it 
to 11e roughly? Take rour time. 

Januaey 2 to 29, to tel debi h were a lumdred 
and ninetr-seven million, four, paid out of 
the account with the Federal. 

Well, that is rougb.l)' two hundred million 
dollars. 

And that was raised by gold, one hundred mil­
lion, securities about seventy-five, and the 
rest came out of the belance. 

Well, did it? Then the)' onlr ate into their 
balance b7 twant)'-five lllillion. 

I mean, I can Jllalce it accurate but that is 
roughl)<. 

Well, I want it accuratel)' now. Y.bat did the7 
forecast for ~reb? 

For Karch thsr count their official dollar 
balances u e ghtr- two u of llarch 1. 

Read it, I will liaten to it . 

The official dollar balance• u of llarch 1, 
eighty- two lllillion dollara. Gold as of ~ch 
1, one hwldred two al.llion. 
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ftat la a lmlldre4 &114 llptJ•tCIIU'. 

lldb alned .Urioan gold to ccae in during the 
month, forty million. 

That h two hundred twentJ, 

Salea of marketable aecuri t ie a and direct · 
inveataenta, aevent1-tive. 

Well, that h two ninety-the. 

Ttlo ninety-nine. That h forty in ll&l'ltetable 
securities and t he7 just gueaa thlrt7- tive tor 
direct innataenta. That h the ti rat tiM 
thq han carried &D1 ita there. So that h 
two ninety-nine and ten under debita ia an 
expenditure b7 Britlah Purchaaing Ccaaiaaion, 
two hundred fltteen million dollars . !low 
the breakdown on contreota placed b71lar~ 
1, one hundred aeventr-tive aillion; B, con­
tracts to be placed i n Karch, tortr million; 
and aecond entey, balance of all other gold 
and dollar it .. , twenu-tour million. lati­
uted balance at Jfarch l!l, aixty million. 

Let ae jut eee it I han got it . RDIWibh 
thq figure that expendi tvea tor !larch wl 
be three lmndred aillloll? Tiro bundred ail-
llon'l 

Ttlo handred tortr. 

!heir total expendi tur11. 

Tiro biUldred tortr • 
• Ttlo hundre4 forty and thq figure the7 can 

pick up how auch aone7'1 

Well, the1 would have a balance lett of abtf 
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Cochran: 
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White: 

H.ll.Jr: 
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And the7 aterted the month w1 th eight;r-two' 

Bight;r-two. 

Well, I think we ought to te.ke a care.tul 
look at what happened in Janua17. What? 
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We ought to be able to go OYer the figmrea 
and aee how cloae we can came to what you 
want. I didn't know the fi~es were anil­
able that would gin ua t hat IIODthlJ pqaant, 
bu.t are t hose la{er figur11 than what we got 
laat week? 

'llha t do J.OU mean? 

Thoae that ;you are reading fram. 

Theae aren't camplete because it ia just what 
ia paid out of the Federal, ;you aee. 

Well, if you giTe ua both a chance at that, 
We can CCIII--

I • going to gin yw a chance and I will 
tell 7>m U, I aa in no hurJ7. Ill the first 
place, the7 han got plenty of IIOD'f for thia 
Mlltb and in the aeoond place, Te'l'J -ch in 
thia roaa, I can' t oTer .. phaeiae the confi­
dential uture of it, I aaw Lord Halifax 
laat night after I got the Preai dant' • appronl 
and I a&id if bf the end of thh week they 
dicm't ahow concrete eTidance that the;r wanted 
to ••11 aaae of their faotorie1, I auggeeted 
that they put eamebo<ll elle in charge of the~e 
aalee. Well , he waa nr;r much disturbed and 
Sir &a.ard Peacock is a great f riend of t he 
head of the ll&nk of 'Qlfland and the thing 
which alwa;re riles me n these timea, he hu 
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.... ~ pollUoal baold.ng, JOU 111, so it 
iaa14 bt a gl'tat to-do, to Ult hh l.auaagt, 
to tacit Sir Echlard. Peaooolt. So he eaia ht 
thoaght he would. haTe after d.inotr - I don't 
tn011r whether ht said. PurTh and. Phillips or 
Pllrris and. PiDient. So I said., "Well, JOU 
kDOIWL ~· Aaba11ad.or, throup Kerlt Coohran 
aD4 I'IUllipl ana Pinaent I .. IVt JOU htal'd. 
lut wttk how I na d.iatrabtd. about thil, 10 
W• cloem' t oaae li.lte a bolt oat ot tht blue, • 
aD4 I Rid., •I C&DDot go 011 the Bill and. trJ 
to oplah oa thh appropriatioa bill Q;r 
the lilglllh Gonr~~~ent h&e not been able to 
1tll 0111 ot ita MJ17 !madrtd.a of factories 
1a thi1 oounti'J'. I cen't t,laiA it! So 
J&t trlecl "II'J' -r polliblt 0 .Ut be baolt aa.. IIJlo J01l think 1 t 11 wilt to tell this 
to ParY11 and. the othtrtt• laid., •I cer­
ta'n17 ao.• I cll4n't &ht ODt aiAglt iAch. 
IOIW, w will continue our atualta, but until 
thll Jnclllh iAd.uetrial crowd. ptl'lli ts 1 ts 
~traaaDt to 1ell ,_. ot thelt factoriea, 
I u aot latertattd. in tbtlr fiAanci~i: 
tut ..a I • not ~ing to c1o a daD 
alloat it. llowf 11 I told. Halifax lalt n1 t, 
~~~L -r aon t hiYt to tell JOU that I .. 
tri.aq to tht !Dglilh oau11. I n• a-­
atratta 1t 1a thl put, • and. ht aaid. that -
ocnlla hi ,.. and '" •• at the hoa11 if ht 
W a..thiag to 117, en a I nid., "tta. • .And. 
I ':!.i to tn011, lltrle, btoenlt JOU are 
J17 bot OD thh thiAg, II far II I U 
oattl'll JOU OlD lht::s Itt, but lllltil 
thlat ltllOIWI oaat iA d...aDatrate oon-
olulYtl7 to at that thq are going to 1111 
•- tao\oriee, I u not going to Itt the &DJ 
aort. I u not going to ••• Phillips or &DJ­
'bo4T. I • not uailable ancl I just want JOU 
to lm011r that, beoauae I 111 not goil!g to go up 
011 the Hill ancl the first thing - "Well, llr. 
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)(orgenthau, give ua the report on what baa 
happene~, · ~nd the firat thing they are going 

- to ask 1s, How many properties have they 
eold, • and I say, "Zero. • "Well, •bTl" I 
can't give any answer. I told Halifax last 
night - it was all very quiet but he used all 
his English tl'adition to getme to swerve. 
Make a partial sale - not a partial sale, I 
mean a sale with partial payment. I said, 
•There are lots of thinfa that you can do. • 
I read last night what hey sent over to 
Hopkins on this Land-Lease to hurry the thing 
up. We signed a contract to land-lease them 
some cutters and then we decide afterward 
what the price is in order not to hold them 
up. That is our attitude. But I want a 
complete - I mean, it is one thing fol' 
Cochran when he gets his ordel's - whethel' he 
believes in them Ol' not , he carries them out . 
He demonstl'ated that . As my rep!'esentative 
with these people , I want you (Cochl'an) to 
know until they move, anything ful'ther on 
theil' financial problem just doesn't intel'est 
me, and I want you please to take that fl'ont 
because I have cleal'ed it with the President, 
and you are !'epresenting the President and me 
on this, you unde!'stand, Merle. 

This is new as of today, because Saturday we 
asked them for this and last ni ght Phillips 
was in talking to me about this. 

No, you can see them. You listen. No, this 
ia the follow-up of my time when I asked ;rou 
to send for Phillips . How long ago was that? 

That was Fl'iday evening. 

Not last Friday? 

Last Friday, yes. 
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Oh, no, it must have been Fridaf a week ago 
that you put the heat on. 
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Yes, I guess tha t was Friday the week before. 

It is Friday a week ago . Do you want to check 
me? 

I will have to on that. 

Do you mind, right now? I would like to kn<n:'. 

They asked - that was when I had Playfair. 

Just take a a.inute. I will wait until you 
come in. I told the Ambassador it was m1 
impression that 10 daya had passed. 

I will get it. 

Is this it? 

Yes, this was on February 28. 

I was right. Well, that is all right. It was 
over a week. Well, now we go ahead ana get 
this stuff. Now, l et me just get on this 
contract business so we understand that. The 
President - have you people seen this note 
that the President gave me to show the Arrtr1 
and- -

You read that little short memorandum yester­
day. 

Well v;e Ylill put all the pressure on them, 
and I don't know whether you have those figures 
and the money that they get from there, I am 
more than willing that they segregat~ ~at to 
be used for - if they want to earmarK 1t for 
strictly English standard stuff, you see. 
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Cochran: 

H.1l.Jr : 

Vi'hl te: 
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Well, 111ppose =!{ want to use it to meet 
outatanc1lng c tJaento? 

They can . 

Use i t for any purpose t hey wan t? 
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Any purpose that they want to, but that is wh¥ 
I want to study the January thing to find out 
exactly wnere they got the moner free, you 
see, and more details of where 1t went to. I 
mean by classifications. I m~, how much 
of it went for food, how much of it went for 
armament, how much of it went for dividends. 
I don' t know what, you see. 

Do you want February, too? 

I think I would like to start with January. 
Of course, this is March. 

January and February. 

I am talking two months. Yes, I am confused. 
Yes , January and February. By classifications, 
I would like to get more flllliliar with how 
they spend it and raising it is the easy part. 
Yes, January and February. But, Dan--

You just want a total? When you say classi­
fications , you don 't mean classify expendi­
tures? 

Well, I was thinking - yes. no, I will tell 
you what I meant . In one claasification,_ let's 
say muni t ions , and in another classi f i cat1on 
maybe f ood. Another classification may be 
paying dividends. I don ' t know ~that. 

Shouldn't one of the classifications be what 
they paid on their past commitments? 

Regraded Uclassified



H.!l. Jr: 

\\'hi te: 

H.!.!. Jr: 

Bell: 

':':hit e: 

H.ll. Jr: 

Cochran: 

\'lhi te : 

H.!.!. Jr: 

\lhite : 

U!. Jr: 

White : 

Yea . 

'"" - ...10--

That should be one classification: 

I would like to play with this thing, you see, 
and get so we know really more about it. We 
have it, but we have never examined their 
checks that they paid through the Federal 
Reserve in New York. 

I take it, one item might very well be net 
on balance of payments . 

I think if we could just put the questions 
t hat we would like to ask, What they paid on 
past cOIIIJii tments, what the{ paid on other 
expenditures tbat weren ' t 1 sted in the past 
c<mlitmenta, and let them fill in the figures, 
rather than if we examine their - unless they 
have given recently data to Merle which would 
answer that, the data wbich we have up to now 
would not enable us to answer that. 

Well, keep after it. 

Well , I have passed on everything I have here 
to Harry. 

Then wa haven' t got the data. 

Well, you see what I mean. 

I know. 

After all, if we are going to finance these 
people I went to know how much goes to food, 
how mu~h goes to non-essentials . 

I am wondering whether in order to enable .you· 
to know exactly each month what is happenJ.ng, 
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it yon want that continued-­

Yea, I do, 
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Whether we couldn't set up a statamunt - we 
will leave everrhing but tbe figures to be 
filled in, whic ther can fill in each month. 
You go over the stat ement to see that it 
contains enrythin.Gt that you want in the f ol'll 
in which you want It, and then each month they 
will fill in such figures u they han, and 
we will fill in such figurea aa we han and 
make it a current thing instead of haTing to 
come back and - we get the stuff in a differ­
ent form each time and it is impossible to 
compare their figures. 

You see, what I am thinking of, I am taking 
plenty of time , I have been operating dif­
ferently . Yesterday, you know, we gave 
plenty of time to this thing. This morning 
I have got nothing but t hla, you see, this 
morning. I am practicing on you Feople, so 
you can ~ractice on me. Up to this point, 
the Pres1dent and I are together . He knows 
what we are doing. \'lhen they really run out 
ot money I just don't know what we are going 
to do, but when we do1 then all of this stuff 
that we are te.l.ldng uout now, why ther run 
out ot it, and what the7 han spent, it all 
helps, doesn't it? Now, of course wha t they 
are going to try to do h to put enrythin.lt, 
i.noluding the kltchen stove, under the Lenil­
Leaae and we have to be prepared to aar res 
or no and it comes baok always to two things, 
their' question of their securitiea and the 
question of their direct investments and how 
much of that have they used up since t he first 
of January. I ought to know eo that the 
President - "Well. now, look, Henr;y, they aa7 
you are being awfull7 tough on them, and I 
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White: 
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jut want to be IUI'I that ;rou are right. 
Row, oan we take over aome of theae contracts 
or can' t we?" Which leada me to the thing - ' 
I mean, do you people know today how much 
the RFC has taken over and how much--

There is a memorand1111 here that they haven • t 
takan onr an;r, but there are onl;r a couple 
of them that are even close . 

Even then the;r couldn't make the lunda avail­
able until the latter half of the ;rear, isn't 
that right? 

Yes . 

Do ;rou have that picture? 

No, I haven't a very good picture on it. There 
is a mamo here that isn 't very good. 

Fran whom? Can't we go the other way around? 
Ask Jones and the A~ for a memorandum? We 
will use the President's thing as a - you see? 
I will dictate a letter to the Secreta.ry of 
War and Jones, with zour help, you see, using 
the thing - saying, "Would ;rou please infora 
me how much aoney can we expect the English 
to get fr0111 your taking over their contracts?" 
;rou see. -we are making our estimates fr0111 , 
now until Sept amber, and we would like to 
know during this period of the hundred and 
thirt;r-four million, how much can ;rou do, • 
and the Arm¥, "How much can you do?" 

And approximately when it will be available . 

And approximatel;r when it will be available. 

That will leave out that one thirt;r-four. We 
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can' t ldentlfJ that uult11 Ed oan tell us 
juat what 1t h . 

I han got a breakd01111 of it . 

You can identify a hundred and five million 
here, but there is a difference between a 
hundred and five and a hundred and sixty­
seven million; and, I take it, they have taken 
these contracts of a mil lion over in one case 
and ten million over--

Are you handling that or are these fellows? 

Well, we have all got it. 

Who can write a l etter for me to sign to War 
and Commerce? 

We can, together, We can have it for you be­
fore noon. 

All right . When I see Jesse I can hand it to 
him at lunch. Then one can go over to--

Yes, we will take care of i t . 

Don' t you think that is the way to do it? And 
ask thl!lll llhat they want, you aee. Well, this 
ia a ierfect thing from the President. SimplJ 
say, I have got to know, gentlsaen, Jlr. \far 
and~. Commerce, how much money are you going 
to make available to the English and how soon. • 
I think we are beginning to tie the thing in 
you see . 

I wonder if it would help you if you had eacy 
month a atataRent from the British just like 
our awn giving cash position, giving the back 
figures--

Regraded Uclassified



H.ll.Jr: 

Chauncey: 

1'lhi te: 

H.l.!. Jr: 

Bell: 

lihi te: 

H.Ji.Jr: 

\'1: 
- W"-

(Mlas Chaunce7 entered the conference, ) 

Two photostats of what the President gave me 
at ltmchfor the Al'llcy' and Navy. L!r. Bell 
needs them. He is going to prepare a letter 
for me to sign. Please . 

All right, air. 

(Wlss Chauncer left the conference.) 

I think in the caning months you are going to 
be so concerned with problem. of haw much 
they are using that I think that somethin~ -
not half but a good deal of your problea u 
in knowing what the situation is, not in 
making the decision but in knowing the facts. 

Well, what we want ia, f irst an analysis of 
what ther have done through January and Feb­
ruary and then a forecast like Bell makes 
through all the departments. I mean, our 
cash needs when we have e. finencing. Isn't 
that right, Dan? 

I think that would give a pretty good pic­
ture . 

Then each month or eney two weeks there ought 
to be a statement which will be of a character 
such as will be moat helpful to you, and it 
ought to be the same statement and it ought 
to be J:C:Uprehenai ve. I think if we spend a 
little time drafting that up ahead of time, 
and then the7 can adjust their bookkeeping 
to meet that need if necessary. 

And you make up the forma. But what about the 
past stuff? The past stuff will have to con­
fram with the form. Will rou take that? 
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v.hi te : 

H.JJ .Jr: 

Bell: 

B.!.! .Jr: 

Bell : 

Cochran: 

H.!.!.Jr: 

Foley : 

H.!.I.Jr: 

Bell: 

H.ll. Jr: 

- ~ -
Yea. 'le will bring 1t tram Je.nuaq 1. We 
don ' t need to go back of that, do we? 

No, but it will be a current fo~ which -
each month you will get a similar statement . 

Well , I think each week, Dan . 

That is a little difficult to change state­
menta in the future on each week. You can 
get the actual figures up to date. 

I think once a month ia all right. 

I think so, too. 

Because we know their gold and security po­
sl tion daily. 

This is a good meeting. Don't you think so, 
Ed? I mean, we are getting somewhere . Vfuat? 

Sure. 

And than all of this - baTing this, put ting 
it back, shows th811 how seri ously we are tak­
ing the thing, and then as I say, I can go 
over and erplain - now, I am lust thinking 
of this. In order that I donf t get the ground 
cut out tram under me b7 the State Department, 
what would you think if I ask Dean Ache~on if 
he could just drop over here for five ~utea 
so I could tell him exactl7 what our position 
11'1 

I don ' t get why they--

ihTl So that when Halifax goes to complain 
to Ur. Hull about how ruthless I am, they 
will have the whole picture and they will 
appreciate it, l he7 won' t glve him any ~atbJ. 
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Sell : 

H.lol. Jr: 

Foley: 

Vibite : 

H.l!.Jr: 

Fol ey: 

Cochran: 

H.ll.Jr: 

Cochran: 

H.J.! .Jr : 

Cochran: 

H.I.!.Jr: 

Cochran: 

This is important, hi@ polic;y, and Bull 
ought to know about i{, and I ma going to 
try to work through Acheson. 

Well, he ought to know about it, then, don't 
you think? 

Don't you think eo? 

I don't know how lllllch good it will do. 

I am wondering whether you might not tell 
Bull directly. 

Oh--
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Well, he could do bothl Harry. I think if 
he is going t o tell HU!l directly he might 
better tell Acheson first and then tell Hull. 

\Yhat is the alternative to Peacock, sending 
out sane new man fran London? 

I didn't make any suggestions. 

It is a rather long process, we found out. 

I think I did droll a hint that they llight 
let Gifford take ~t over. 

Because he is work.ing in there now. 

I did, I am quite sure. 'Gifford has done 
well . 'lih1 not let him take this thing?" 

Peacock should - now, I am not defending him, 
because I am not happy over hie record any 
more than you are . He ou~t to know sane thing 
about the security market here that Gifford 
doesn't. He was head of the Dominion Securi­
ties up in Canada for ;years, you see. 
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H.ll.Jr: 

Cochran: 

H.li.Jr: 

Cochran: 

H.!!.Jr: 

Cochran: 

Cochran: 

").-\ -·-
Bow long ago? 

Well, that wae some time back, before he went 
to London, but there he waa head of Baring 
Brothers and hae been in the Bank of Eng­
land. 

I aaid this. I eaid, "Peacock ia inheriting 
the fact that the British GonMIIIent didn't 
do ~hlng with thla beglnning with last 
June. I said, "He ia inheriting all of this, 
which ia unfair to hila, but the fact riiiUina 
that a<Deboey has to crack this thing. • · 

But with the pressure JOU han on Purvis and 
rou have on Phillips now on holding this up, 
I think rou mar get ac:me aetion. That is rq 
guess. 

Holding what up? 

I mean holding up anr eonveraations with them 
on this matter or contraeta, which concerns 
Phillips verr much. I mean, he was in to see 
me last nigU? 

Well, he aalted about the gold first, and I 
said, "Well, we han made commitments up on 
the Hill that the gol d from South !!rica and 
Australia will be sold to ua, • and he ears, 
"Well, we han just got to build up some sort 
ef reserve in ao that we can take cere of 
immediate needs--• he said, with the war 
centering for the m(lllent down in the Near 
Eaat

1 
theJ ought to have gold available in 

South Africa. to aend up to E£Vt and around 
those parte. He said theJ don t want dollar 
balances ther want gold there, and he said, 
"If ther'2ive us ever1 bit from South Africa.,• 
he said wwe just haven't got it. We would 
like to' build up a little reserve. • Be said, 
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B.J.! .Jr: 

Cochran: 

H.U.Jr: 

.,IV ----
"We are going to be embarraued now because 
I don ' t think we are getting the full uro­
duction from the Bank of South Africa.~ I 
told him that Pla;yfair had intimated that 
production had fallen off. He said "I 
don't think it is that, I think South Africa 
isn' t getting it. " 

~erle, it is ;your job to repeat this to me, 
see? Mow, ;you have done it. I am not im­
pressed with what Phillips is saying. It is 
your job to repeat to me what be says. 

That ia right, because I can add to it. They 
are getting certain gold from Belgian Congo 
and Rhodesia and so on. 

I am just not impressed. Uerle, ~ personall;r, 
want a dEI!IIonstration that the Bank of England 
and what they stand for, see, really want to 
sell these assets in this oountry . They have 
got to make me believe, see, and pick up 
toda;r's Washington Herald and see the thing 
at the beginning - the storr in the Washing­
ton Herald about how the American taxpa;rer 
ia going to have to P&:f tbrough the nose in 
order to give England this stUff. The campaign 
ia started. It is in the \\'aahlngton Herald, 
the tiroff. And I forecast this thing 
aevera weeks ago, that that was what would 
happen . !low, before I take the ga!f, rblicl;y 
and privately, for these people, I wan thaa 
to prove that they want to win this war and 
that ,they are willing to do ever;ything possi­
ble to make a billion dollars worth of aueh -
turn them into eaah, and give up the control 
of the American thread buaineu in this countrr, 
which they control, and the viscose, which 
they control, before we in turn turn over 
seven billion dollars to them. Now, I am not 
convinced. I am aski.ng at this m<111ent seven 
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H.l.I.Jr : 

Bell : 

Foley: 

f,hl te : 

Fole;r: 
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for one, and I don't know whether the Bank 
of Englan.d and that gang ie running the 
British Government or whether Churchill i e. 
I don't know. I told Serle last night - I 
didn't tell him much, but I told him a 
little of this. I didn't tell him about my 
conversation with Halifax. I said, "There 
is noboc4' in this town that has done more 
for the English than I have," and Berle says, 
"You are absolutely right.• I need faith . 
Talk about Halifax being religious and all 
of that, I need faith, I need confidence . 
I t hink we are on the r~f~t track now, Dan, 
it you could get this t g up. I talked 
this way in this room, but what is going to 
happen when sanebody fran the Treasury goes 
up on the Hill? 

Is there some indication--

Do you think I am overemphasizing this, Dan? 

No, I don ' t think you are overemphasizing the 
importance of it. I am a little bit worried 
about his successor and the delay. 

Dan--

That is the way to handle it. 

Dan, if it isn' t done, it is my ju~ent the 
first time you go before the committee and 
you tell the cocmittee that not one damn cent 
has been realized fran the sale of these assets, 
that the committee is going to force our hand 
and turn the whole works over to the RFC, lock, 
stock, and barrel, and that is what the Brit­
ish are uv against, so you are being a friend 
to the Br1tish when you are telling them that 
they have got to show sane resul ts and giving 
them another opportunity on their own to do 
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Bell: 

Foley: 

· Cochran: 

H.l.! .Jr: 

Cochran: 

H.ll. Jr: 

Cochran: 

H.!.:. Jr: 

Cochran: 

H.l{.Jr: 
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it, because it is the last call. 

Well, do you help the situation by forcing the 
man in there now out when it may take months 
to replace him, weeks anyway? 

But what other way Dan, have you got of mak­
ing them realize the significance of the situa­
tion? 

I! we hold uv on this contract business as the 
Secretary sa~d, that is the thing that is 
worrying Phillips most; and I am convinced that 
Phillips has the idea of selling these and 
Purris has the idea. 

True. 

And I think that we can bring pressure on tham 
to get that ima:~ved just as when you got Gif­
ford here he a tted that he had instructions 
from the Treasury not to go ahead. You got 
that rectified. If you can get Gifford work­
ing in there with Peacock--

Kay I interrupt you? It wasn't until I got 
Gifford and Phillips sitting next to each other 
that I amoked out the fact that the Treasury 
had not given them the instructions, see. 

That is right. 

Well, the same co:1dition, l!erle, may be true 
here. ll.aybe Sir Edward Peacock hasn't got the 
instructions . 

But my point is--

Kaybe he hasn't got it. The two fellows sat 
there and I took my hat off to Gifford when 
he turned to this fellow and he said, '"You 
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Bell: 
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aner told ae to sell aore than two to three 
~llion a week.• 

You r~ember we were prett1 well fed up with 
Gifford, we hoped we would get someone in 
his place, and now he has turned out to be 
•.good man when he has the proper instruc­
tlone . 

Inatead of putting the preaeure on Peacock, 
who ia 69 )'ears old and who baa an expression­
leas face , I am putting the pressure on the 
representative of Hia llajeat)', the ~. who 
can take it. I am putting it - I aakec you 
10 da)'B ago to do it on hia two representa­
tives and I got nowhere. I waited 10 da)'s, 
and then I put it on the representative of 
the King instead of putting it on Peacock. 

I am not so sure that that isn't where the 
fault lies . It m&)' not be Peacock. It m&)' 
be just the other end, just like Gifford. 

There is onl)' one W&)' to find out. 

I if:ee to that, and I think the Secretar,. is 
ri t in putting the pressure on the Al:lbassador 
ra her than Peacock. 

Just the ••1 the)' sat here and kept telling 
us that the)' couldn't do it, the)' go back and -
Kerle, ramind me. Then we developed that he 
never got the instructions. Now, how do I 
!mow that poor Peacock has got the instruc­
tiona to sell? lla)'be hie instructions are to 
aWl. I don't lmow. 

Well, the instructions were given out and were 
rather vague, )'OU r~embar. Be said he C8llle 
OYer to look into the situation, not to dis­
pose of thsa. 
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\VhJ. to : 

Bernstein: 

Foley: 

Bernstein: 

Cochran : 

H.ll.Jr: 

Cochran: 

H.l.!. Jr: 

.. ...,1 .,. 

Well, the Secretary cannot impute the good 
faith of the British Government and the only 
positi on he can take is that his man is 
avparently not carrying out your instruc­
tlons competently, and therefore he nants 
another man. That serves a dual purpose 
it app~ars to me . In the firs t pl ace, a; he 
says, ~t smokes out the real orders; and, in 
the second place, I think, some publicity, 
both for the Briti sh public and to the Ameri­
can p~blic, is called for at this point; 
and, ~f the Secretary can take the position 
in the future , i f necessary, that he d~ded 
the recall of this :nan because he didn • t show 
action, he is in a much better position if no 
action is taken. If action is taken, then 
the man can stay here. 

Well, if this man is as important as the 
Ambassador says he is and--

The pr essure is on the Ambassador. 

ibey are not going to fire him. 

They are not going to make a whipping boy out 
of Peacock. 

He is the second man in the Benk of England? 

There is no ranking there. He is the man 
closest to the Governor. He is a senior. He 
hasn't any position other than--

I f he i s as close as that to Montague Norman, 
then this f ell ow Peacock is never going t o 
make a sal e unless we build a bonfire under 
him and put a couple of sticks of dynamite in 
it but I don ' t have any confidence in Montague 
No:.man wanting to give up anything and really 
lrln this war. He typifies everything to me 
that is the worst in England. 
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H.ll.Jr: 

(liP • .louaon entered the ocmtercoe.) 

Dlaa, I aat to hllJOII acaething that 11 
~t to ua aDd I 11Ult llr. IIDU to b111r 
~ u,_ bat I would ute it gll&l'ded. .. .ucla 
.. ,...1Dle. Y .. tera., at lwloh I had a 
ohiae to ltetoh to the Preaiclent of the Ullitecl 
ltlatee Jut what we .. 1'1 cloi.Dc here 1a- iD 
ftlaU• to tu IDglleh fiDaDOiDg, I ae&ll ha 
Ql et tiM Jaclleh -, h clepolitecl with the 
f....U lleeVYe of lft ork &I our fhoal 
~t ud w bow how auoh aonq thq han pat 
li aa4 how auoh theJ han apent eaoh week encl 
llolr • han Jltdllipa here repreaentiDg the 
!1'1U1117 ud how •• are in o0111tant touoh with 
tk.- ua get the IIIOUilt of their aal.ea eaoh 
~ of thilr aeauri tiea ucl now Sir ldwarcl 
PW.oook 1a here auppoaedlJ to aell their a...t lanatuDta, ao the thing all fi111r1 .... 
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on the first of January, rou&hly, uas that 
they bad cocmitcents for about a billion 
four hundred million dollars of contracto 
~n this country, ana ne arc going to analyze 
JUSt hoY: llUcb of those r.ere for cunitions 
and bort much for other thlnt;s than muni­
tions , also bow did the;r raise the monev. 
'lie think 11e know, but we want more infoi-ma­
tion. Then Bell is ~oinr, to prepare for 
them a sheet just liKe vJe have as to the 
future needs, how much they are going to 
spend 8Jid hor1 the;r are going to raise it, 
going through to their nar jear, uhich is 
September 1. !\ow, in ;JiJ testi:nony on the 
liill I pointed out as of January 1 ther bad 
outstanding about a billion four . To pay 
for thi~ , they ilad somerJhere around nine 
hundred million dollars v:orth of direct 
investments and six hundred million dollar s 
worth of sec uri ties . •::e nave been unable, 
Ol' they have been unable, they claim, to 
sell a single factory in this country, 
althouc}l we have been after then since lest 
June. Friday a Tie ex ago I had Cochrt.n send 
for Phillips and Pi nsent, the financial 
attache, and tell them that I was veF,T much 
disturbed about this, it 11e.s t::ost eDbarress­
ing, I mir.)lt be as~:ed any time on the Hill 
uhy they Cion ' t do it and so forth and so on, 
and that they just bad to cet busy and make 
good on this thing and never mind all the 
reasons Vlhy . The;r just had to produce and 
show thc. t they were willine to sell some of 
these investments . Well, yesterday I asked -
told the President if he approved that I would 
like to tell Halifax that unless by the end 
of this week they de!lonstrated the7 nere go­
ing to sell some of their direct investments, 
they had better recall Sir Edward Peacock, who 
vras in charee of these sale~, and I got the 
President' s approval to do lt, and I told 

Regraded Uclassified



Cochran: 

H.l.l. Jr : 

Halifax last night and he was very much 
disturbed and told me what great political 
backing Peacock has . It always irritates 
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me when they talk about political backing 
but ask hov1 they are going to Vlin the war 
\'lhy am I so exercized? Well, sanebody in . 
the Treasury, when thi s appropria t ion ~oes 
u~ on the Hill, has to review the Engl1sh 
f1nancial situation before the Congress of 
the United Stat es is ~;oin:; to vote "X" 
billions of dollars under the Lend-Lease 
Bill and particularly since the plan now is 
t o put it all in one bill, and I pointed out 
this morning the campaign ia open in the 
Washington Herald for all the increased 
taxes we are goin~ to have t o pay for what 
we are going to g1ve to England. The posi­
tion which I am taking is that unt il I get 
an answer from Halifax - I want to point out 
this. Several months ago I kept saying, 
"Wb,y don' t you sell more securities?" and 
they said they couldn't. They were selling 
from one to three million dollars . I got 
Gifford end Phillips sitting next to each 
other, and when I kept saying to Gi fford, 
"I know you can sell more, that-the AD.ericen 
market will absorb it, • he finally turned to 
Phillips 1l'i th a flushed face - but he says, 
~instructions froo the Bri tish Treasury 
are not to sell any more,• and then Phillips 
got flushed, as a resul t of which beginning 
~th the next week they sold ten million 
dollars a week and I think every week after 
that they have done so. 

They have kept it up . 

They have averaged ten million a w~ek . No!, 
I don't know that Peacock has the 1nstruct1ons, 
really, to sell these businesses or not and 
until they do it, there ia no reason, no 
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utter bow auch Pume, whoa I ban the 
greet11t confidence in, tells ae that tbq 
are his instruction& - but he doesn't know 
aey more than - until I made 1 t eo unplaaaant 
tor Gifford that in anger he turned on 
Phillips and says, ~ell I haven't got the 
inetructi·ona tram the British Treasury. • 
Nowl what I am preparing to do is to sit 
tigut here and do notbinf alter ~ notice 
to Ralilax with the Brit sh on their finan­
cial situation until they aalte s0111e aon. 
Now, they are all rigbt for the rest of the 
month. They acbit they are all right, you 
see. They have got enougb money. They are 
all rigbt . So they are not going to default 
on aey contracts. Nothing scandiloua ia go­
ing to happen. &t acaebod.Y from the Treasury 
is going to have to go up wlthin three or 
tour days on the Hill and one of the tirat 
things they are going to aek is, ~ell, what 
about their financial condition?" Now, the 
financial crowd in New York hae been per­
fectly ~ell, because Peacock baa treated 
ths absolutely shamefully. Reputable 
people have gone in and said, ~e would like 
to have a chance to figure on such and euch 
a thing, • and he treats ths like dogs . I 
get this tram the S~ all the tiae. Dltfer­
ent people call th• up, and he either can't 
aee th .. or won't eee them, people that have 
got the caeh and want to bU: theee different 
blaineaaae, and I just wanted to get the 
picture. We have It frca the Britieh. The 
1,_, ie suppoeed to buy - pick up the con­
traoh where they have made down payments 
and the RFC i e in the process of picking up 
aey planh that thq own in this country, 
but pending hearing tram these people, in 
order that I keep faith with Congreee and 
thq keep tal th With me, they han got to 
1t11p ~q aorele up and say that they a.ean to 
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Foler: 

Aeheaon: 

Foler: 

Acheson: 

~\ 

-·-
4o what thef eaJ, DeTer mind the difficul­
ties . The President - I have hie complete 
backing. Now, whf do I send for rou? In 
case the7 go to do the bab,y act over there 
and caaplain about me, I would like to feel 
that the State Department will aar, "Wellt 
this ia a Treaeurr matter, 1t ia a hnndrec1 
percent finance,• and either hands off or 
it rou - I aean, I 111 not aeldng rou. It 
Kr. Bull or whoever eeea the EDgllah would 
1a7

1 
-.ell, we think until rou 6ave complied 

lfitn what the 'treu1117 ia uking, that the 
position that ther take of going on a ait­ao.n strike ia right,• but the least I would 
like to han ia hands-off, JOU aee, because 
I aa sure that Halifax ia going to run to the 
State Department and ti"J to get a:r-pathetic 
hearing lor thia - whatever kind of treatment 
he calla it, I 1111 giving it. Now ;you can 
ask me questions because I em tuli of thia 
and JOU are not, but I wanted you to get it. 

The AraJ 1a to pick up the contracts on which 
the7 han alreaciJ udo d01111 p&JIIenta? 

British supply contracts . 

And the RFC ia to take over the financing of 
their plant buildings? 

Well ther 01111 certain planh all over tM oounlrr, powder plant• and ordnance plants 
and airpl.ane plailta, title to which h in 
corporations irhollr cnmed b7 the British 
Go\'ei'DUnt. 
And the RFC ia going to buy those frCIII th•? 

Yea. 
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Well now, what are the proceeds of these 
sales of private businesses going to be used 
for? 

Their own British standards , that was the 
understanding I bed with Punia . To be used 
for things of British specifications. 

Re said - he wanted to know what the proceeds 
of the sale of the priTate buainessea would 
be for . 

Let me go back first. The money thet they 
get, I will come to thet. The mone1 thet they 
get f r CIII the RFC and the Arm¥ would be, so to 
speak, free money that they could use for 
anything that they wished to . The thing that 
Peacock gets is pledged by me to the Congress 
against a billion four of contracts thet they 
had outstanding on the first of January. 

I see. The actual financing of the billion 
four is - so far sa the American suppliers 
are concerned, is supposed to be taken care 
of, 1, by the ArmJ, and 2, by what Jesse 
Jones produces, ia that right? 

The billion four outstanding on the f irst of 
January, u I testified, would be taken care 
of, 1 , bT the aix hundred ~ilion dollars. 
worth of U.S. listed secur1ties; 2, the n1ne 
hundred million of direct investments; and 
3 the four hundred million dollars output 
of the South African gold mines. 

Well, now, where do the Army and Jesse come 
in on this picture? 

The A~ and Jesse come into the picture that 
the1 are in the process of picking up the 
factories that they have invested in, the 
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H.!.!.Jr: 

Foley: 

B.ll.Jr: 

Acheson: 

H.U.Jr: 

Acheson: 

Fole7: 

Acheson: 

Foley: 

H.J.I.Jr: 

Vlhi te: 

_)1 _ 

aiftlloe liQMJitl 1a the 0111 of the 11'111 
that thq ha,.. uae on oontracte. 

That doesn't amount to eo much. 
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No, but &IQ'11&1 - and that moneJ, my under­
et&llding with PurTle wae that the1 could feel 
free to uee that for anything the1 wished to. 

OD nn ordere'l 

iDJthing. 

Under the Lea.e-Lend Bill, etu!f that we 
couldn' t uee . 

Anfthing that theee - it wae free for tha 
to uae any W&J that theJ wished to. It wasn't 
obligated. 

I eee. That is a backfl~ to th•? 

Yea • 

.lnd when the 1rrq reiaburaea them for down 
~ant that theJ han ude, ie the il'IIJ going 
on nth further p8111eDh or are tbe further 
pa;pente part or the one billion !our? 

The irm7 will aaeuae those contracts. 

But the one billion !our are sc:ae wholq 
different contrac:ta? 

Yea, the1 would be di!ferlllt contracts. 

No, tbe7 are part of the same thing. The7 
onrlap. 
There are a few of those contracts which 
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appt.l'entlJ the ~ will be able to tab 
onr, but it will not aao~~nt to a great deal. 

Pift7 million dollars. 

Won't it be largely these new contracts that 
han been entered into since JanUAry 1? 

Now, since Januacy 1 the thing that we han 
tried to keep very, very aeoret here, because 
I haTe risked my neck, I told Congress that 
for all ostensible purposes all buying had 
stopped . Inatead of that, I let them average 
thirey-fin million dollars a week new pur­
chases and if I ever had been called ui on 
the Rill I lust never could han expla ned 
it. 

I think I have it clear . 

Do you want to go over it again? 

The onl7 thing I aa not quite clear about is 
the Jnq and the RPC. 

Mqbe we can gin hiA the amo11nta. 

Gin him encything. 

I see that the British have commitments of 
a billion four. 

11 of the first of Januacy. 

lhich the7 han got to take oare of liT the 
aale of their six hundred aillion dollars of 
clirect innstaenta, the nine hundred aillion 
or pr1Tatel7 owned planh and th~§! of that 
sort in this country, and tour h ed aillion 
dollars of African geld. Nowt the six 
hundred million is going ahead all right. 
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R.M. Jr: 

Acheson: 

B.li.. Jr: 

Acheson: 

II .LI.Jr: 

Acheson: 

H.l!.Jr: 

Fole)': 

Acheson: 

H.!.!.Jr: 

_)(_ 
The four bllndred h preaumablf all rlldlt. 
But the7 are getting noWhere on the Dine 
hundred. 

That 1a right. 

And then I understand what JOU said about 
Peacock and that situation and what )'OU would 
like the State Departllent to do. The thing 
that I am not quite clear about ie where the 
RFC and the 11'111 ccae in or whether it ia 
i.llportant that the7 c<De in at all. 

It h only important in this wa)'. When we 
were worrled about the aone)', neeyb9_d.Y ~tot 
their heads together and there were ~~nde 
of contracts. There was one where, for in­
stance, theJ made a twent)'-five percent dawn 
pa1Jilant and llcCloJ, in order to tey to help 
thia thing out, said, "Well now, we will 
pick up those, )'OU see. 

That is, that our Army would take over those 
oontracta? 

biiiiiRe them. The onlf one theJ han done is 
Ieber Viheel. 

That takes it right out of t he billion four? 

Yea. 
If lt wae part of the billion four . Those 
contracts might be the ones that were entered 
into aubsequent to Januarr 1 in a <De l..nstano ... 

I .... 

low the .lJ'IIIl couldn't aea11111e plants, eo tha7 
went to the RFC and theJ aaid, •Jones, will 
JOU bUJ the powder plants that the Engliah 
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Acheson : 

II.!.!. Jr : 

Acheson : 

H.::. Jr: 

/,cheson: 

have built in this country'?. • and supposedly 
t~ey.amount to a hundred and thirty-four 
m1ll1on dollars . I f the information is cor­
rect, to date, al though he has been on it 
for weeks and weeks , lie has been unable to 
consummate a single British contract . 

That they could apply to the billion four? 

Yes, or to anything else that they needed. 
But you can see what an impossible position -
I told this to Halifax - I would be in to go 
up on the Hill and they say, "''o'ell, all right, 
now, Mr. hOr~entbau, how about these English 
factories? ~bat has happened to them?" 
"\'/ell , I am terribly sorry, out the English 
just haven't sold a11y." Nor., there is no 
danger in this thing, because they are all 
right, certainly for another month and maybe 
another couple of months, but certainly we 
can see da;rlight and they admit they are for 
the rest of this month, so by sitting still 
and saying I \';on ' t do anything until they move 
on the direct investments, I am no endangering 
anything, you see, other than our relations 
with the~, but I thought it nas important 
enough that you ought to kno11 about it and 
Hull ought to know about it, so whoever re­
ceives Halifax, if he brines it up, you would 
be posted, but it isn't the kind of thing that 
I would want to pick up in the papers and 
read, you know. 

Yes . 

I needn ' t point that out. 

No I can understand that. And the British 
did come down and start talking with you 
about this and then you discove:ed that they 
are not moving fornard on the n10e hundred 
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385 

a1111ont 

Oh, 1ea . 

And so in talking with the President )'OU said 
what rou wanted to!:~ to Halifax which was 
that f the)' don't e same hea~1 b7 the 
end of the week the)' would haTe to recall 
Peacock? 

That ie right. And mindJou, Frida)' a week 
ago, Cochran told the En ish financial 
representatiTe how upset I was about it and 
so the7 han had ten daf~ notice and thq 
just had to do sc:aething. He told tha this 
tridaT a week ago. And since Frida)' a week 
ago to )'esterda;r, nothing happened. Now, 
there is one other thing. In the course of 
1q putting this pressure on them, the)' came 
through with this letter which - who helped 
us on that? 

Unse)'. 

1hich the7 said this pressure goes back to 
about a month ago. It ia about a lllDilth, isn't 
it, roughly? And I ban bean putting this 
pressure on the~~ steadily 80 the cue back 
and eaid "Well, that is all ri t. We will 
assign ail of these properties o the Presi­
dent of the United States.• Of course, I 
said the President didn ' t want to take this 
responsibllitT and I adTised him not to. But 
we left t he whole matter in eusvense. We 
didn ' t turn it down and we didn t sq)'es. 
I want fOU to know that thef ban tried enr1 
wa)' posaible - I told Peacock it is Ter)' nice 
of hi.ll to Jthe this to the President of the 
United Statu, but we ban got to look to them 
to do this. We don • t want the President of. 
the United States to sell English holdings LD 
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B .~ . Jr: 

Acheson: 
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Acheson: 
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Acheson: 
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Bell: 

~ -·-
thll ooaBtl'fo llllt the •tter ll 10 
ooula alftll aq, •ul ript, ..... 
tlkt 1t onr. You -· Ollt I a .. a to Ul aa 
we will take oTer all of thea• properties.• 

I th111k I ban got it stra1£ht, and I will go 
r1 gb t onr now ancl. see llr. !11111. 

UJOil want t.Jqthlng - llerle '"' the fiDID­
o1 people, Kerle Cochran! ao if 7oa want to 
refreilh 70Ul"Stlf, I thillk .f 7ou want to call 
hia to CCIIle OTtr ancl. see J OU1 ht will be glad 
to do it. 

All right, fine. 

llerle Cochran. 

Yea. 

Beoauae he il on the State Department P!o;rroll 
on a lease-loan to us ancl. we are Ttrf glad 
to han him, eo if {ou want s<Dething or lfr. 
Bull wanted to get t word of aouth what did 
I 117 to P1nsent or Phillips, Cochran haa all 
of that. 

I will apeak to llr. Bull right •Wif ana than 
1f JOU want to 117 t.Jqthing further, we w1ll 
oall Karle. 

111 right, fine. I appreciate {our c:caing 
onr. But th1a h the kind of hing that 
7011 ean be useful on. 

(llr. Acheson left the conference.) 

Gin the Sec:retaPJ of War and Juae Jones a 
OOPJ of this? 
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t... Well n~, UIID1 t tllat !Wah that 
obaptert I till Jilt 1 t 11 pod to tell DeaD. 
You lmow, he baa c011e onr here and he w.nte 
to help. Don't fOU think ao? 

Dean ia all right. 

Well, il there anfthlng more on this? 

There ia just that one point, 7ou asked for a 
letter on the gold. loa r•cber, the Britieh 
had raieed the question of their negotlatione 
with Canada? The7 had two points iii there. 
Olle oonred the lease-lend pert aa far aa 
parts and •terlala: and the other on the gold. 

Well, I want the to - excuse me, waa it a 
letter to ua about the gold? 

It •• a memorandum. 

It •• a asorancha. 

You had asked for a repl7, which Kerle wae 
preparing to go back • 

.. I'. 11 that'l 

lla n 70'1 one? 

W. han three repliee, one of which Bernie and 
I reo-and. I ha•an't eean his, although we 
prlaaril7 reoCIIMnd no written repb". Bernie 
ana I defin1tel7 feel there ahould be no 
writtan repl7, but we han writtan replies 
prepared. 

If I could go along with that and delegate 
Kerle Cochran, the nert time the7 cae inz 
to aiaplY aaf, •Gentl .. en, we want ~he gOLd 
to ccae here rather than to Caned&· 
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I am wondering whether you would 'ftllt to 
put it thet way or maybe you would want to 
put it that you don't feel it appropriate 
for you to comment on what they do with 
their funds, indebtednaaa to foreign coun­
triae. ill our concern ia that they make 
their commitments hare, because I am wonder­
ing whether they wouldn't use that inforu.­
tion in Canada and make it a little diffi­
cult for us. Put it the other w&y around, 
Karle. If you take a note, aicply aay that 
we hen been counting on it and all the7 han 
got to do is read the Secretary's test~ony . 

I didn't get to talk with Har1'7 end Bernie 
because they were working on it last night 
when Phillips was with me, eo I have just 
drafted a note in which I quoted your testi­
mony up on the Hill. 

Kay I aee it? 

•Dear Sir Frederick: 

8 By ••orandum dated March S, 1941, 7ou raised 
two questions. The i'irst waa an i .nqui17 aa to 
whether I would see any objection to Great 
Britain pa7ing Canada in gold to the extent 
that 7011 U3 han gold uailable for thet pur­
pose in the future . You explained that thia 
would not cover mora than a fraction of the 
adverse balance with Canada, and that gold 
eo utilised would reaoh United States eventu­
all:r in pa111ent of Canada' 11 adverse balance 
with the United States. 

•n will be recalled thet in the data prepared 
with your assistance and eubmitted to Congress 
bJ ae we estimated for the current calendar 
year Australian gold exports to the United 
States at $75 millions and S011th African 
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B.li .Jr: 

tillite: 

Bernstein: 

B.I(.Jr: 

- -tr-

exports or gold at $4QO milliona. (sea 
page 11 of Part 1 of "Hearings before the 
Committee on Foreign Relatione, United 
States Senate, on S. 275.") 

~ I also inTite your attention in this 
ooanection to the following extract from 
mf testimony before the Committee on 
Foreign ltfaira, House of RepresentatiTea, 
as reported on f!gea 64 and 65 of the Toluae 
of Lend-Lease B~ll Hearings . • 

I think this, unless there is aoae good reason, 
Karle, that you think otherwiae, I would show 
tha this part of rq taetiaony, :you see. I 
aean, just lift my testimony out of this 
letter. I wouldn't send them the letter • 
.lnd aimply sa;r, "This ia what Kr. ).!orgenthau 
says and he hasn't changed his mind any since 
he baa testified. " V/hat do you think about 
that? 

That is all riibt . Is it in there that this 
data that the Secretar;r gan to the c:Oiilllittee 
is with the approT&l of the British GoTern­
aent? 

I said prepared with their auhtance. 

.lnd you could add on there, "apprond. • 

Well, the:r gJTe it to us. 

Well, there ia a point in the testimony where 
JOU aake it perfectlJ explicit that you ~ere 
aubdtting the infoi'ID&tion with the approTal 
of the British GoTeroaent. 

Let's just rehearse. Let me ea:r it and you 
people disagree, if :you wish to. I would send 
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tor these people and aay, ~e have considered 
this and I woUld like to show you a copy of 
Mr. Yorgenthau'a testimony and the position 
he took in regard to the disposition o! the 
Australian and South African />old and his 
position hasn' t changed any. Is that enough? 

I prefer it that way. 

You prefer it that wat? 

Yea . 

Ed? 

Yea. 

Bernie? 

~ite all right. 

Harry? 

All right . 

It ia unanimous. 

Just that last para~raph . You know they raised 
in a IIISO two questlons and I aay, "As to your 
second question with respect to the applica­
tion o! the Len.d-Lease Bill to Alllerican parta 
and uteriala entering into Canadian-manufac­
tured 111unitiona !or Great Britain, I beg to 
info~ you that t his question is having the 
atteAtion of the Treasury during its study o! 
the general problem of operating under the 
Lend-Lease plan." 

I don' t think I would say that. 

I mean, they have raised that question. 
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H.li. Jr: 

Cochran: 

I would just ignore that part of it. 

I would just answer him on the gold. 

There is just one question, in order not to 
make it possible for Caned& to misunderstand 
or to raise any difficulties, if they do ask 
~ell then, is it that the Secretary wants ' 
us to pay the gold to him?" I am wondering 
whether a statement to the effect that the 
question as to bow the British Treasury shall 
meet its commitments to other countries is not 
a matter on which the Secretary feels he can 
appropriately e.xpresa an opinion might not be 
made? Then they wouldn't be able to go to 
Canada and say--

If you fellows could only see each other be­
fore you see me, you see. I don't know why 
it can' t be done. 

Well, we were all tied up until the last minute. 

Well, just at this time - I am tired now and -
I don • t want to go any further jlis t now. Show 
them that testimony. 

ill right, and I will tell them the considera­
tion of anything else is deferred. 

But please, gentlemen, before you come in 
here, try to see each other and show each other 
your memoranda. 

It was ~ust impossible . He (Cochran) was with 
Bell this morning and we were waiting in his 
office . 

He was what? 
I was with Dan trying to get the corrections on 
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this thing. We were going ovor this becauae 
there were errors in it which--

There was a desire to get together. 

There was a desire? 

Oh, yes, I should say eo. But last night I 
was seeing Phillips when they were working. 

Just so that the intentions are good. 

The very best. 

Then Merle Cochran will not tell th~ that you 
want all the gold to come here, rather than to 
Canada? 

What he is going to say is, there is rq testi­
mony in which I say that the gold should come 
here. I mean, ~. Uorgenthau'a position is 
as he testified." Isn't that what you under­
stand? 

Yes. 

Does anybo~ object to him saying this is rq 
tea timony and rq position is just what it was 
then? Now, f rom that they col.lld only draw one 
conclusion, that we wanted it to come here. 

But they won't be able to tell the Canadian 
Government that you want all their surplus dol­
lars to go to you and not to the Canadian 
Government, and that is the only thing I 
wanted to avoid. 

They will put me in the 'lll'ong light whatever 
way you do it. 

You would rather have it in writing, Barry? 
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Dear Sir Frederick: 

By memorandum dated Jlarch 5, 1941, ;you railed two 
questions . The first was an inquir;r as to whether I 
would see an;r objection to Great Britain pa;ring Canada 
in &old to the extent that ;you m6f have gold available 
tor that purpose ln. the future . You explained that 
this would not conr more than a fraction of the adverse 
balance with Canada, and that gold so utilized would 
reach United States eventuall;r in pa;rment of Canada's 
adverse balance with the United States. 

It will be recalled that ln the data prepared with 
your assistance and submitted to Congress b;r me we 
estimated for the current calendar ;rear Australian gold 
exports to the United States at $75 millions and South 
African exports of gold at $480 millions. (See page 11 
of Part 1 of "Hearings before the Committee on Foreign 
Relations, United States Senate, on S. 275.") 

Wa;r I also invite your attention in this connection 
to the following extract from mr testimon;r before the 
CoCPdttee on Foreign Affairs, Bouse of Representatives, 
as reported on pages 64 and 65 of the volume of Lend­
Lease Bill Hearings: 

Sir Frederick Phillips, K.C.ll.C. , 
Under Secretary of the Briti lh Treaaur;y, 
Washington, D. C. 
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"Ill' · Tinkhaa. ln17 rear Great Britain 1.1 reoeirilll cola 
troa South Urioa aere t h ainea to an ntat of 8700,000,000 
to $760,000,000. -..t reaaon 11 there, thlt ;rou m011 of, wbJ 
that gold i n due ooune and under proper urange•nh abould 
not ~e transferred to ua7 I aean, of oourae, •• ••ourit7 ana 
collateral for what we may adTance it which a&J be an unlimited 
11110unt • 

"lolr. J.lor~enthau . llr. Tinkham, under that section B(S) it 
says Southfr[can exports of gold, $480,000, 000, which the7 
advise me is the amount which w<W.d flow to the United lllilgdoa. 
There is $480,000,000. ~e baTe also listed in Australian gold 
S75, 000,000. 

"!lr. Tinkham. We will not dispute about the aaount. I ban 
seen suen hundred to anen hundred fitt;y million d.ollara 
repeatedly stated aa the a.ount of gold produced in the Rand 
in English publications, which 1 could aubait to ;you. If tbe7 
are submitting a larger amount and we baTe notices of approxi­
matel;y the amount of $460,000,000 or $760,000,000, or as I 
suggested, $700,000,000, why should not they transfer i t to 
us as collateral against such loans as we are making so the 
American taxpayer does not have to meet their bills as is pro­
posed in this legislation? 

"Ill' . ),{orfentbau. You and I think alike on thi s point. I 
believe tha 8llJ amount of South African gold that the United 
llngdom reoeiTes during this year the;y should use to pay for 
merchandise which tbe;y bu;y in this country. 

"llr. Tinkha. !low, ban they been doing that , do you lmow'l 

"llr. Korgentheu. The7 baTe been paying thei r bills. 

"llr. Tinkham. But you do not know whether they h~Te used 
that or whither the;y are segregating that, cacheing 1t, as it 
were, in London? 

"Mr. Morgenthau. No . 
"Mr. Tinkham. Or even selling it to us, of course, at a 

very heaTy profit at the present prices you are paying for gold? 

"llr. }lorgentheu. That is aoaetbing else again. They hen 
been aelltng us .oat of their South African gold and tbe;y 
propose to aell us all the South African gold that the7 produce. 
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•wr. Tlnkh•· Sell ul !11; but do rou not think that where 
we are to let them have an unllal tea ored1t it ehoula be given 
us as sec uri t7 and u collateral annuall7? 

•r.tr . Llor genthau. I do not think ;you really mean that . 

"lo!r. Tinkham. What did ;you say'? 

"lo!r . l.!orgentnau. I do not think ;you really mean that. 

"llr. Tinkham. Certainly, I do, Kr. Morgenthau; I u always 
nry ser1 ous . 

"llr. ~r~enthau. These figures whi ch I presented here toda7 
include, Ielieve, all of the gold that wi ll be ained in South 
JJrica and Australia within this coming year and the7 need all 
or that gold and all of the securities of their citizens and 
they need al l of the investments they have in this countr7 to 
raise suffi cient dollars to pa7 for the orders already placed 
here." 

The fo regoing paragraphs indicate the commitment s which 1 have 

given Congress insofar as current production of South African 

and Australian gold is concerned. 

As to 7our second question, with respect to the application 

of the Lend-Lease Bill to AJDerican parts and aaterials entering 

into C.nadian-manufactured munit ions for Great Britain, I beg 

to inform 70u that this question is havi ng the attention of the 

TreasurJ during ita atudf of the general problea of operating 

under the Lend-Lease plan. 

Sincerely yours, 

Secretary of the Treasur7. 
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TREASURY DEPARTMENT 

11r. Ooollraa STRICTLY CONFIDENTIAl 
Ia aecorUD4• with tile a .. htea r..W at tlllo Ml'al.ac'• IJ'OIIP -lac oa tile 

t~.uMt..l poalUoa, Vllllor hera&J7 :a.J.l, with a _..uoa - aa4 tbooa oa 
4rw up a lin of foraa 1lb1clo we ooata.plah4 nllllUlac h tile 1r1u• 

~••flrt HpJ'IooataUftl bere with tile 'l'lw te o'bt•'•hl fna \lla replar u4 altora 
... M~:o wpoa tllelr t~lal peal Uoa, '-'ll wi til """"' to 11111'1'- ...... ua 

-Uatah ..a pJ"Oipeetlft reoetph aal &h-...-'•· 

'" 3•15 I tol"P"" .. ar J'lo.a.rtek ftUltpa .._. w W t.aua plaa -a. .. ua 
u.a• u .-14 let lab uat-..sa ..- with u u.ta aft- •• - lllletb• -.,.. 'IIIJ'b.»• tna tile :.nu• ,....... .. , aaa te .._. .. aiiiJ' • h. 

NLUpo .,....a witb Uda aal W ........ n.rfalJ' aal .t.Uoa fit lab ll&aft- 11l\ll 
, llblh oa4 ~~raatt at lf&15 \Ill a tift-. !Ill f-• wiWIII W Moa pre­

llr. Jollie flftlOI Wl'l etU114 aa4 -· olsetn ••'-h tWo ..U. fta 
J'~lrtllftilatl'"ll tlol< tlaa ,_ • .-q, with tile ..a .......... tllat tbol:r .....u 

..a upon 'baolt to u aiiiJ' aw _.ntoaa tllet at_. ....... -ala...Uoa 
till qaloa h 11t lah op-Uoa, 
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RE TAX PROORAK 

Present: 

H.l!. Jr: 

&!llivan: 

H.ll.Jr: 

&.lllivan: 

Gaston: 

&.lllivan: 

H.li.Jr: 

Sullivan: 

llr. Gaston 
llr. Foley 
llr.Bell 
llr. SUllivan 
llr. Blough 
Jlr, Tarleau 

March 11, 1941 
3:00 p.a . 

Well, I see Tarleau and Blough. It amella 
like taxes. . 

Did you see the headlines in the afternoon 
paper ? 

No. 

SeTen billion for the Lend-Lease . 

Gone_ up? 

398 

I 

WooclJ'um ade the announcement c0111ing out of the 
White House this morning. He said enrybocJT 
in the conference exoept one was a~eeable. 
Taber was there, and he apoke of h1s haTing been 
a aeTere administration oritio, the inference 
being that he was the one who had protested, 

Well, what do you Coast Guard fellows want 
today? 

Well, we have a Tariety of schedules here, 
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lt&l't1Dg in with 1Jrr11ted tax.. that would 
71eld a billion au --

1 

Excuse me. Coast Guard ia lite- saving, ian't 
it? Take it all back. 

Another schedule o! two billion one, a third 
o! two billion and a hal!, a fourth o! three 
&lid a hal! and a f ifth at juat about !our 
billion. 

Well, thia ia the Roosevelt-Bernie Baruch 
plan, rcu see. The President doesn't knotr 
Whether these figures are correct, but he 
thought invested business on the present 
sche<lule would give us two billion more 
taxes . Yes? No? 

Well, there is an estimate in your report that 
an increase from - in national income f rom 90 
to 100 million would give an increase in revenue 
o! two billion two. 

~ report? 

Yea, air. 

Well, do ;you expect it to be a hundred on the 
average in the next fiscal ;year? It is 78. now. 

I think the;y are planning about 84. 

'lhlll? 

1941. ' 

June SO, '41? 

Calelldar year which affects ;your 1942 reve­
nuu, •teria~. 
That is right. 
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1942 calendar rear hasn' t boon estimated 
but it ia as~ed that on tho present urpor 
trend, it will go to 90 or bettor, poss blJ 
95. 

Calendar roar, how much? 
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Eighcy-fin, I think. It ia close to 80 llCIW. 

Sonncy-oight na the laat I hoard. 

'loll, that is a iiiiiP of fin since when? 

Since laat Ja.nuarr. 

Since Jannarr 1, '41? 

' Fort,.. 

Oh, rou mean in fourteen months? 

No, the estimate in Januar,r, '41, was 79 and 
a halt, and tho estimate in Januar,r, 1940, waa 
74. 

What we are talkinf about, isn't it, is how 
much business for he calendar rear - let's 
see, six months of ' 41, isn' t it? 

Yea. 

!nd twelve months in ' 42? 

You moan on these taxoa? 

Yea. 

Yea, except on the income taxes. Thq won't 
come in - thoro will be six months of fiscal 
'42. 
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Well, han 10u struck a kind ot an anrage 
tor the year that we are talking a bout? 

You mean --

In the oalendar '40 year - how much will 
business be in the ' 42 calendar? 

Forty-- two or ' 41? 

Forty--two. 

In the '41 calendar 1ear, I think our estimate• 
were based on 85. 

Yea, that is what 10u said, 84? 

I don ' t know. We have no estimates tor ' 42, 
but there has been talk that it might go up 
to 90 or 95. I don't know whether the capacity­
is there or not , 

Let ' s just sa1 we strike an average ot 90. 
How li!Uch revenue will that produce on the 
present bill? 

It would be well toward two billion dollars. 

1hen his figure ot around two was right. You 
get two more. What he spoke about is two more 
and a billion and a halt new tans. How, how 
much would that give us in revenue, gents? 

Well -­

J.bout 12. 

Hot quite that. 

Well, ll. 7. 
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You mean gross, or after Social Seouritr 
1a pulled out? 

Net . Eight, two pluG three five would be 
eleven, seven, Just a littie under twelve 
billion. That is net. 

Twelve billion and how much are we going to 
spend7 

Eighteen. 

That is about right, 18 or 17, 

Well , that is two-thirds, 

That was before Lease- IAmd, 
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Well, I know, but it is two- thirds . That would 
be perfect. 

And if your capacity increases and your national 
inooae increases, your revenue will again go up 
to take care of the increased expenditures on 
the Lend-Lease Bill in 1943, if necessary. 

I thiJik the country --

That is good • 

••••• will take something more than that. I 
think you can take a lot more than that with­
out in 4n1 way interfering with your borrow­
ing plan. 

God, he is driving us! 

Well , what figure are you shooting for? 

I have got them all the way up to four . 
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Do it the 11&1 frielld Willkh dou, tbr01r a 
dart, and pick one . 
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We think we could talco four without throwing 
in a monkey wrench. 

You mean four on top of the two? 

The two isn't anything that anybody ia gi Ting 
us. That is something we are ghing thea. 

That is a volunteer offering. 

No, I mean because business ia bette~ th~ are 
earning that much more. That isn' t an increase 
in taxes . 

I think John is right. 

I don' t think we ought to talk at all about any 
additional rield because of im~rovement of busi ­
ness conditions. 

ill right, we will just gracefully accept two 
billion more --

When, as, and if we get it . 

And you want how many more taxes on top of that? 

I am willing to go the whole~· sir, and I 
think they will take it. 

I wondered why rou invited Herbert. 

I didn't know until now. I didn' t know until 
now. 

You know what we call it up in Duchess County? 
It is a horse ahedd.ing. s-h-e-d, for some of 
you bora who haven't lived in the countr,. 
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What h wrong with taJcinc that muoh 'l 

It all depends on how you do it. 
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We will take it out of the lower brackets. 

(Laughter. ) 

We are against that, aren't we, DanZ 

Yea, we certdnl:v are. We han got to do 
something about the ones we have got on the 
books now. 

It is a long time before we can foresee ~ 
reduction in Federal expenditures, a long time . 
If the war ia suddenl7 over, we are going to 
have domestic expenditures on a much higher 
eoale than we have ever had before. 

You are one of these spending boys, are you? 

No, I am one of these --

Realistic. 

Yea, one of these "balance the budget" fellows . 

(Laughter. ) 

I am quite serious about it. I think we have 
got to get down to business . 

Well, wh.a.t would four billion do to whom and 
where and how? 

Yea, wi th which and to whom? 

(Laughter. ) 

I ll8o1 like it, you know. Cheer up, Herber t . 
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lou might just as well smile while we are 
all operated on. 

I hardly can. 
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Of that four, half would come from income 
taxes, 353 million from estate and gift 
taxes, 645 from corporation taxes, 350 from 
liquor, 200 f rom tobacco, 200 from increased 
taxes on automobiles and gasoline, 132 and 
a hal! million on the "Bell" tax --

Is that all? A nickel a bottle? 

We just fixed Pepsi-Cola up. Are you going 
to take it away from the.m? 

It did all right last year. It earned $24 a 
share . 

John Burns is counsel for them, and he S&fS 
their only worry is that the water rates will 
go up in New York City. That is, it is a very 
important item in the cost . I had the mis­
cellaneous tax outfit working on your {Bell's) 
tax, and of course, we have to tax the drinks 
that are sold at the soda fountains, the 
flavoring and the 

Sure . 

And the water, carbonated water, and in order 
to equalize the tax with the tax on bottled 
goods, we have to tax the good• three times as 
much as it sells for. 

O.K. 

Now, I have ~eipt~ for all of you of all of 
these different •chedules. 
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All right. 

I don ' t like Herbert v1hen t,a is so serious 
about this t hing. This is a plan to raise 
additional --
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Have you got anything here to raise income, 
salar i es or anything? 

That is what we are trying to raise, salaries. 

Or reduce our installment ~ants. 

I told you the joke about the President, 
didn 't I? I think i t is the best joke I have 
heard yet . You can't repeat i t . He says, 
"Now, Henry, when you get down to line 31 on 
the income tax, it says - say your net income 
is about $5000. Then what I want you to do is - " 
I can't remember whether I did - but he says, 
"In line 32, we just add two per cent tot he 
tax. " So I said, "Yr. President, have you made 
out your income tax yet?" 

He said, •no. • And I said, "Well, when you 
get to line 32, you will find it is 10 per cent.• 

He said, "Well, I haven't got down that far yet. • 

Don't you love it? Be had discovered something 
new. 

Baruch may want t o do that same thing over again, 
and that doesn't solve any problems at all. 

That is what he wants. He wants line 32, you 
see - -

Baruch has been giving Harrison a awful lot of 
stuff and Harrison called me yesterday after­
noon ~d wanted t o knoll if I wanted to see him 
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on f.DTthing ri.dlt aft1 because he was leaving 
Wednesdq for four or five weeka in Arkanaas, 
and he soUllded as though he waa not at all well. 

Well~, here 1a the thing that amused me. Bell 
and ~ease Jones and I had lunch together todq, 
and I said, •now about the Baruch plan?8 

Jonea aaid he spent the last two weeks here, 
not lobb7ing, just visiting. 

I e&id! •Have TOU heard about the Baruch plan?• 
He aaid, •Sure, it is all right tor Bernie, 
he has o~ got tax-exempts. He likes to write 
the ticket. He has o~ got hx-exempta. • 

I don't aee &J1Tthing in here on apples. 

No, we are saving that until after the war. 

You fellows are certainlf full of pep and 
vinegar, aren't 70u? 

(The Secretarr held a telephone conversation 
w1 th Jlr. Harold Smith. ) 

Regraded Uclassified



H.II.Jr: 

Sullivan: 

H.II.Jr:­

~llivan: 

H.ILJr: 

Sullivan: 

H.II.Jr: 

Sullivan: · 

H.ILJr: 

Sullivan: 

B.ll.Jr: 

Sullivan: 

H.!J. Jr: 

SUllivan: 

408 

- 11 -

lhat you heard, fentlemen, h in the roca 
if you please. was putting on a show f~r 
the benef it of Smith and not for you. 

PurTh was called down to the Embassy last 
night about 11:00 o' clock. 

Waa he? 

We were having dinner at Forreatal•s , and I 
dron him down1 I thought it 1111st be important, 
or they wouldn t han called at that hour, 

He was sent for? 

Yea, he was. 

I happen to know what it waa. It waa aa a 
result of a conversation that I had that they 
sent for him. He didn't know what i t was, I 
know he didn ' t . 

Well, he wouldn't have told me anyway if he did, 

He didn't know what it was, but that is amusing, 
isn't it? 

We had a little game of poker in which he won 
aoat of the money, and Knudsen says, "This is 
Lease- Lend poker . 

Is Punis a good poker player? 

He said he hadn't played. I hadn' t played for 
fifteen years, and I was the only one who won 
~ money, so I couldn' t say. 

You and Knudsen and Forrestal, and who else? 

And Ralph Budd a.nd Admiral Towers. Ingersoll 
was there and Blandy, the Speaker, and Vinson, 

• 
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the Cha.il'lll&!l of lfanl ltfalra. Dean Acheson 
waa there. 

Was it fun? 

It was all right. 

Well now, look, I don't see wby I should waste 
rour time. 'l'hls ia all veey clear, and I aa 
going to take this h0111e tonight and study it. 
Tomorrow ia Wednesdq, isn't it? 

That is right. 

J.nd --

The last ones, SA and 58 are just alternative 
choices. 

I will take this home and study it. 

We have felt that this Excess Profits Tax is 
prett,y unsatisfactoey, and we are not hopeful 
of working out a fair and equitable tax at all. 
I think we can get the Undistributed Profits 
Tax back up there on a trq, and I think we can 
get as much mone7 as we are going to get out of 
Excess Profits and not nearlY half the expense 
or half the grief, or halt the casualties to 
concerns we shouldn' t want to penalize . 

I am going to continue this discussion at 10:15 
tomorrow morning. 

Yes , sir . 

You gentlemen are all invited. I would like to 
study this. 

You probabl1 won't be able to sleep. 
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That ia what I did. I didn' t sleep. Now I 
feel a littl e better. When you assimilate 
it, you feel a little better. I feel much more 
cheerful today than at the first look at it . 

It only hurts for a little while. You will 
notice that there aren't any sales taxes. 

We gave - we had lunch with Jones. I said, 
"Well, Bell and I figured that before this show 
was through, we would have to spend 50 billion 
dollars for armament . • Jones jumped back. That 
is what we figured. 

I should say that t he British will need pretty 
desperately around 12 bil l ions, at a rate ~! a 
billion a month, as fas t as we can get to 1t. 
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&.M.Jr: 

Jlarold 
Sa1 til: 

B.M.Jrl 

S: 

B.M.Jr : 

S: 

H.M.Jr : 

8: 

B.II.Jr : 

S: 

Hello, llaJoold. 

Yeah. 

llarob 11, 19'11 
)tl7 p.a. 

How are JOU teeling todart 

••tl• I don't know bow I teel . I know 
we •• got a job ot putting all thh atutt 
togttbtr. 

1 
I juat tbought I 1 4 g1Yt 7ou a 

rinc - rou re probabl7 anr !bead ot •• but 
I juet wanted • • • • • • ' 

Wo, I'a about a oouple ot blocka beb1nd JOU 
tOda7. JCo one tell• •• anrtb1q. 

It tbat eot 

I waen't &t the aeet1ng th1e aorn1ng. Were 
JOilt 

440 

Yeah. I wae late - I wea up on the Bill 
and tht7 sa•• ae a ring to coat down to the 
Whitt Route. I d1dn 1 t know what 1t na about 
until I got there and I tound about titteen 
Senatore and Congreeeaen 1n. 

I nen't there eo J ou're ahead ot at. I don't 
know vbat •.•• • 

low, here, ht talked t o 7 ou tbt other da7, I 
undere tand, about tbt total uount, and he 
talked to ••, and he talked to thtet people 1n 
teNt ot 17 billion etraight oaah appropr!.at1on. 
Mow, I didn't !mow what ht waa going to taf 
addt troa tbat; he we eort ot lttt1DS the 
Oongreu1onal people take tbt lead on it; 
and tbt7 qreed tbat there eaptn't to be an7 
oontraot authori&at1on 1n 1t and it would be 
be better 1t 1t were a atra1gbt out-and-out 
appropriation. But the Prtt1dent ea1d - the 
thing that dUturbtd •• wae that ht bad been 
oan•an1ng the d tuat1on around and that he 
wae go1DC to put 1 t all 1D and 1utead ot 
taking a oouplt ot bit" at the chtrrJ, 
he wae go1DS to take one bitt. 
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a . JC. Jr: 

8: 

R. JI. Jr: 

8: 

B.M.Jr : 

s: 

R. JI. Jr: 

S: 

B.X, Jr: 

S: 

a.x. Jr: 

8: 

- 2-

la 
An4 U/not tha wtlola bUe aa I ••• lt. 
1t let 

44.1. 

Do JOU thlllk 

WeUi I don't mow. I'• out 1n \he ool4 uu _ I 
real 'I 4oa' t mow. 

Well, 'IOU mow aore about lt t.baal I 4o. I aeaa I 
Juet eaw \he alae b1U1on 4ollar f.lpl'e I thlllk 
Taater4a'l for \he f1rat t1ae. Bello -

Bello. 

An4 there waa another ebeet, 7011 know, tbat vent well 
¥aJ beJon4 that - that I think 7011 sa•• ••· 

Well, that'• - fl'oa that wblob h about a weak of ten 
4&7• ol4, llaJ'ol4, I bana' t .. ,n a th1na an4 the 
Prn14ent baen 1 t tol4 •• a th1na an4 I 4oa1 t k.aow ae 
auob about 1t ae tbe oop on the oomer. 

Well -

!be Prn14eat aa14 be waate4 •• at tbe aeet1na thle 
aol'll1ac an4 thn I 414n' t cet ~ wol'4 eo I 414n' t 
oall up or ~thine. 

I 414D 1 t k.aow about \he •••Una uoept I aaw eoaeth1ac 
la tbe paper aa4 I •• 4own before \he C1Y1l 8en1oe 
Ooa.luloa ln \he Bouee u4 I COt a oall froa the 
Wbite Bouee to ooae 4oWD an4 I 414n1 t know wbat tbe 
ball 1t WI el \bel'. !he ltOI"' - \han \ha7 COt a1sa4 
up on the one bllllon tbl'ee Yai'IUI tbe total of ••••n 
b1ll1oa - whether \he one tbl' .. •• to be re1abur .. 4 
bJ tbe enea or not. !b17 floall7 4eo14e4 that 1t wae 
to be re1aburee4 b'l the ••••n b1ll1on 4ollar aaouat 
wtalob ut ue aOUI'I"'lDC aroun4 then to obaliS• tbe wbole 
aet up. I eent eoaebo47 4own to ••• Burae to ••• 1f 
•• oan set that appropriation lancuac• obance4 to flt 
that p1oture. 

Regraded Uclassified



/ 

S. li.Jr: 

S: 

R.li.Jr : 

8: 

H. II. Jr: 

8: 

B.M.Jr: 

S: 

H.M.Jr: 

S: 
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Well, JOU ba4 beUer know about U beoauae I hear 
7ou'n aolnc 11p to taaur, on the blU. 

Where 414 JOQ hear tllatt 

Ob, a llttle b11'41e. 
• 

Ah - (laugha). Llaten, I hear 70u are too. 

Oh no. I 4on 1 t know anJthln& about 1 t. 

I don 1 t lmow w~ the Direotor ot the Budget ehoul4 
teetltJ on thle. 

Well, he'• dolnc lt- lt'• the Prea14ent'e blll. 
It'• vr1tten the wa, JOu en4 he want lt. 

Well -

And I - the7 Juat dl'oppe4 •• at tha tlrat wa, atatlon. 
I aade all ~ otter• about wantlnc t o oooperete -
wbat thlnca are there - but I 1a ln no poalUon to 
t11t1t7 about aDJthlnc. 

I don 1 t thlnlt I aa 11 ther beoau11 all the lntorsatlon 
Wl 1'fl sot here 11 ln the laat 24 houri an4 "'rf auoh 
eeoond hand beoauee thle 11 the tlret tlae I''fe hid 
an7thlns to do wlth lt - wltb thle eet up. 

Wellf the laet Uae I thlnlt wae ll.turda1 a week aso. 
and .. nt JOU what I had. I ha.,.n' t had &nJthln& 
on lt e1noe then. 

Jo, no. 

I don't lmow how the enen blll1on 11 &1'1'1..,.4 at 
or aDJ tblJis. 

Well - the AraJ an4 .. .,, apparentlJ hl'fe prooel8e4 
tho .. all1 taey eeouone ot the Br1 tllh raquette and 
haYe eald that, 1 WeU, theJ oan onl7 end with l nu411n . 1 

Jow that'• wbat theJ brousht to ue laet nllht and h..,• 
eald, 'Well, thla la all we oan rat 1n to our pro4uo­
tl'fe aaohlneey and probablJ a ore • 

Yeah. 

And the boee aa7a, 1 You cot to equae&e the wbole th1DS 
down to .. .,.n b1111on1 • Well thlt aeane par1ng ott 
ot .. .,eral ot the .. l teae. What would JOU thlnlt -
wbat would JOU thlnk about, atter we get thll th1DC 
tentat1nly eet up, ot talk1nl t o Pul"fll abo~t 1tt 
Do JOU thlnlt the t would be approprla tef You Ye got 
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B.M.Jr: 

S: 

R.M.Jr : 

8: 

B.M.Jr: 

8! 

B.li.Jr : 

S: 

H. II.Jr: 

8: 

B.li.Jr: 

8: 

- ~-
cu )en's otlll4 on U.t, .,.._ 
tblaa .... w 'boUl or ro~a. I oapt " llr1JII cu 

Will, l jloft'' IIDow llblt lopklna 1e doolD£. 

Well, I 6Dn't bow 11\ber. I - OnlJ oaoe bal ba 
oon\ae'l4 ... 

Well, •• he at the ... un1 tb11 aol'nl.., 

Jo, no. And I Juet heard tb1e afternoon that thl:r're 
wol'l')'lft£ o•er 1n Acr1ouUure about wtlat oan be tran ... 
terrl4 under thl one b1ll1on three and eoae'bo4J told 
Dl \bat \ba - Will, 1f1okar4 Hid hi un4ai'IWo4 \be 
Pr .. ident •• pins to aake an announe•ent wniP' 
ot '11M' oollld be tranetlrrl4. Well, I '•• n•••r liNI'4 
UlJ\blD£ about \bat . I doon 1 t II.Dow Whither - Jun 
'IIU\ Ule11' probl• le - ee\ber U 1e a lepl probl• 
01' 'IIU' u ie. 

Well, ae tar •• I II.Dow, Bopkloe 11 euppoee4 to be 
oon\aotiDC Pul"f11. You ••• I'a not dDiiiS u ur-ore. 

I lie. 

And I'•• aated to be relie•ed ot that but I'd ••e 
h1a oooae1onal.l.J . Bello. 

Yeah. 

But I mow \bat Bopk1nl 1111 h1a and Hopkin• ... Hld 
\bat he espeoU w oontao\ \he Bri\11h Pul'ohal1111 
KilliOn. And - Will, I'a 'fii'J 111'10111 1 Bal'old, a1 
tar •• I'a oonoeroed I'a in no poeition to teetit:r 
about an:r\bl~ beoa1111 I don' t II.Dow \ble ewtf and 
:rou oan' t - I a no\ pins to £0 up and 411J)la:r DJ 
1£DOI'DDOe publiolJ. 

Well I oao't leai'D about 1\ in~ hoUJ'I e1\hll'. 
All i•a u:ruc to 6D 11 to ••' an .. u.au waectaer 
ban tor \he boll Wibioh hi ..,, hi wanu to e1p bJ 
c-I'I'OW wbln hi lipl tile bill and \hll'l &1'1 at 
lea"• apparenU:r, two 4011n people 1nnl•l4 1n thl 

\biD£· 
Well, 1t JOU'I'I \I'J1DI t o t1nd out 1t I'a 1n on 1t, 

I'• not. 

(Laqhl) 

1o JOU oan JUI t - \here' • Jul\ 2) people. 

(l.aaahe) All r1£h'· 
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I. I • .JJ' I 

8: 

S. II • .JJ' I 

8: 

S. II • .JJ' I 

S: 

S. II.Jr : 

8: 

B. II.Jr: 

8: 

B.M. Jr: 

S: 

B.ll. Jr: 

8: 

B. li.Jr: . 

a: 

-,_ 
M1 It 11ft_pt ~ I'll llft :roa a ~ tid 
.. Jutl .... ta..._z ... , .. , ..... , .._ • ,... 
, .... 
ADa wttll *' --.pUaa U4 * U. .. -. ta 11111'• ottt ....... :roa .... uaare 1 1uunr 1... t~~u 
DO~IIC· 

ApparenU7, thh ah .. t \hat we cot there 1e not the 
one that the7 11'e wo~ troa. 

Well -

Well, I Juet thoueht I'd 11•• 7ou a rinc. I told 10• -

Well, I appreo1ate it. I appreoiate it. 

I m ow the bo .. aenUone4 the •••en ailli on. 
that he be aure aDd tallt t o J OU about \hat. 

Well, ha tol4 •• it waa ••••n billion. Be told •• the 
••••n billion aDd that'• all . Be aa1d, •!bat'• the 
ttrur•· " 

Yeah. 

But, it I knew an1thina and 1t I bad aDJthiDC I'd c1n 
1t to J OU but I'a onlJ repeat1nc. I know leea than 
no thine. 

Well, then I'd better oheok with Bopkine on Wbether 
u•a appzoopr1ate to raiae aoae qu .. u ona with ~ia. 
I 1111ppoae that we Oacht not t o proo .. • enUrel7 111 
a "I&OU-. I 4Dn1t know Wbat all the 1apl1oaUODI ot 
1t ..... 

Well, I think 1t 7ou w.nt to ••• ~u. I think JOU 
better talk to Bopkine. 

Yeah. All l'lpt, ail', thank JOII. 

'ftlaDk JOU tor oall111C· 

Iou bet. 11•· 
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TREASURY DEPARTMENT 

Kr. Cochha ST~ ICT LY CONFIDEN TIAL 

l!r . lllll.to tol4 .. tlat t.,. llulo u. .. lObioll W Me. 41-ooot at t.,. 1 s o 
W btoa tllat ot orpailliac a p!'hato OOt'pOa'aUoa llhl.oll w.J.4 n oat a 11n4 ,;~ • .P.­
-blT at a l w rate ot lataroot, \o o'btala ta4o Wbioll 001114 be o.Ulllo4 1a tall1ac 

om tba oaaploh hol4iep ot BrUhh woh4 ._lUoo. !'hlo plaa •• aot -•u..root 
toulblo laootar ao 41root lant'-h are ooaoon.oot. !he plaa wol4 be tor Wt 

oorporaUOil t o .a ....... ,_, to ,.,. maat ot 65 to 70 parooet ttl tho urbt Yalu 

tf lllo oeevltloo tU. ..,.., !he por-tae- wovJ.4 be l o .. u tho ,_.su11 .,.... 

,...., to bo bolov tho aftl'll&e 1a ..rltet&l>Utv. h -u " ·-•MI7 tbat u.. lll'lii* 
UIC.IOU h t hio CI'Ciap t...U 0"-Ploh bol4bco, ao4 , ... creap WOG14 lilT -.ol4or t ... 

IHI"' "LU<)I ao a • olo . 

\'lit 11'011!> wuJ.4 p!'OOM4 with tho aalo ot eoevl Uoo 8214 roo4 t ,.,. loalaaoo ot tbt 

proctt4t Obtalao4 iMratol' , 414uiliiC IOol7 &IOIIIU7 HpOIUIII, lt thoro obouJ.4 lot 11q 

_u.,. ot a 4lttar-• "'- illo croap ao4 tho Briilth Oova ta\ at to tbe tale 
Jlflco , Wt tboQ14 loo oetUo4 ._, aa arloltW'. 

It •• u plab.o4 tlat ,.,. I. s. 0 . llall ah4io4 ihio plaa , aa4 ba4 ,_ 1nUo4 to 
lttbtoctoa 70tidq ttlt-.a ll .. trt . l'oz ao4 Oa&alT (1 ) ropro-tlac tant.._t 

tuooltUoat la l'tw York. !he two roprooaatailnt t..- lw York lla4 aot 1aolno4 t.,., 

lbt~J bt ar..,. lato ~~q p!'lfth oorporaUoa oGioll ·~' 'M on "P• !he7 waro aw.Ua'blo, 

*"-· tor eOUIIltaUoa lt illo :arut• -:r 4 .. 1n \o look lato tho p1aa or tooin 

" •nAoUou ao to pooot'blo ·--• ao4 1a41~t \o ooaaU\Uo Uoo """'""' 
crtlp . 

Utor roool'l'iac ihio upaaaUoe r.... Ill'. llhih, I toltipllo...t Ill'. C1Utor4. I 

ltant4 troo hio l'w York ttltloo tha* .,. -• b. Wat~~JJ~ctoa, ao4 I roaobacl. h1a at ill• 
tftleoo ot tho Brliloh ~ o-laoloa at 3115. 1!a lot • ll:oow \bat .,. ba4 

-to Vuh1actoa ihit - ao4 toMo4 , ooat14aatlall7 tor ov oaro, tbat Ia •• laro 
'IIIII Sir ll.r4 l'oaoeolt. I tol4 h1a tll&t llr. llhih ba4 a"oe414 Metlap at tho I . S.O. 

114111at tho Saorota17 1uo4 .-.urtoo4 • to .. ~ llr. GlUm wlill illo ro•lio 

llloroot. t thor a+• repoato4 llr. alto' o roottol to ••· 1 o4414,tla --:
1
at -:laaa­

llto tbat tho loore\&1'7 toolro4 1a .. WT \o eriilotoo llr. CIUtor4 • opera ou 

tho 4hpotel ot II&J'II:tta'blo eooo.rltloo . no plaa oGSoll bat loooe ao401' n,.q .,.. •t.ct­
- dn4 ., ot poed'blo aooln- 1a llqUf.aUac 41root lantiaoah. U llall 

btoa ooaol4W'o4 4lttloalt ttl opplloaUoa t o thio tlol4, loU roo4U7 o4apto'blo te 

-btalolo .....nt7 t1ol4 . I rouwo4 illo up~Uoa aa4t prn1oul7 Uoot •Ia 

' h oot4oAt .... , p. Ooaol7 ot ill• lanna•t Jeabro .t.oeocteiloa ttl .laortoa. 
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TREASURY DEPARTMENT 

DAft ...... U, 1,aa 

llr. Co*• 
STRICTLY CONFIDENTIAL 

I lri Slz heUrlek IIMw \W \M .._luT W 11a14 a Pftll -lac \lola r ... 
-at 11111e11 \he lriU* p .. us .. w '-• nMl.... • ~ w .,.... .. w 
sift u oral r.,q U l1r ~*'• _... ttl llareh 5 la 1111.1'* 1aqlairT •• _.. 
u lo wbrihor ~· ~\&1'7 wll14 oH .., obJ .. Uoa to Groat llrUala pq1ac C.... la 

col4 \o tho exhat \hat 1t - llaft aeU llftll&Uo fer that parpo oo la tho tatvo. 
1 pera!.Uo4 PhlUlp o to aoh oa pap U ot r.n I ot "'aeriac• '-foro ''- o-su .. oa 
lorotp hlaU-., tJalt ... llaho '-'•· • I . 2151 , \M Orilaaho ftlall \he 
...,,.,.,., W alldtto4 to CNcreoo ('--' ..... fsti~Ho .-ppl.W '11r tho IPlU. 

1'•nr:rl tor tho"""'-' oo1-.. 7e&J' -..ra11aa D4 loah .un- aeu ...,... • • J 

u nto4 hlo attoaUoa to \he hriSiooair diob tM herriU7 P'" '-fore ''­

eo.iUoo oa J'oratca .Attalrs, Bo-ue ot :bpro-l&Ufts, •• roporto4 oa papa 611 D4 65 
tf \bt 1'01- ot J.D4""- JUl ...U,.. J taU NUlps tho\ tho lloorelu7' a 
a\Uhto \owaM SoiL~ Jtriooa aJI4 .Autrallaa aeU r be4 \he - u pro-to4 la 

l~h hrl!Mar. J'ldUlp o took Hta ot tu ho rot-• to tho ,.US ... htUMIIF 
4ooertW aboft, 

PhUUpa real ..... tW tile lriU* hal _, ... to - omala ttl \hell' pU la 

ato111J1C p-h tu OeMda. a. aoko4 1t 1M,.. tr .. - to tall tiM O.M11no "-' 

lbo 'lrto....,. 1aalato4 ..,.. aU lft\h UJ'Sooa D4 .Autrallaa aeU '-Sac ooU tor lh 

""-til. • aollet t111'\hor 1t w hal. '-oa la teull tilth Ill' . Cllark oa thh oQ,Iori. J 

lol4 Phlllipe \hot we hal w. .. •-uoa tlltll \he a-MI••• ~ IU.aln• fll 
n- ~laM he loft U.... a t• ..,. .... !IMre •• M rea-, '-••••. ~ NUipa 

-..au ao\ oeus- hla &h•aaloaa wl\h Ill'. Cllaft, '-arSac la .tal \M hotS..., *1elo 

~ ._ .. al'7 hu ct-. 

I tolt PhlUtp1 tllat a,.... ot u hal .n wltll the lloore\u7 oa .. ...., • ......, 
,.. heetq to et.q • .,..tlll& plu fer \hoi •m• :r..a .. JUl , D4 \Mt la tho .. 

lttlbco t.u JriU• pealUoa ha4 '-oa ct.,. perts.lar aUoMloa. J let NUlpe 
beor Uat othr rMal'l'lae \M 111'1U* fll ,. .. -..;, 1111.1• .. .,. 4ftalls ao ".,..,.,,.,., -•r.n• eat ...-ws .. wttlltlla a. J'. c. aat • ~.rq aat ~ • 
poed\h lall:lac- ot - ot .U• ·paa 1 h . w W WJ'lt\oa '-tll :U a. J'. O • 

.... '" War ~ ...... s.. ..... ,,.. tlla1l' t44a .... Jll'llllo\0 .. -

II• ttl tlaotr M&Otlatloaa wltll the lrlU* la tlla Jl"& .. o. 1 aMet ''-' '\lien h 
PftlU~ ao - ot - aU~~~ptlA& to UMU• tu turilOII of ooatrNh tanw at 

J lhowo4 l'ldUlpe 11M Uebr topo 1111.1ob report ... \he JIUaliiC of \he JtU D4 --It that the !'roal&oa1 uUolpah4 aoklA& fw: a $7 , OOO ,OGI,OOO ililiJ4'oprWloa 
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TREASURY DEPARTMENT 

I ..... ,.. ICarell u. l,U 

' I 

~~ 1 
INTIER OFFICII: COMioiUNICAnON 

STRICTLY CONFIDENTIAL 
.&cUac upon the S.orataJ7'• l.aetr..cUoaa , I aote4 Sir J'rederlolc PhUlipa to 

- torr office d 3(50 thh athraooa. I r...Ued to S1r Jre4.,.tolc thet ......, he 

W 1'1oHe4 •• 7 .. ter«q •TD&tac he he4 ~led hh l.atoraot ta l......W.C the mea t 
10 •!llcll orlaUac :BrUlell ooatrach CO'Ol.4 'bo taba onr 11D4er the Lad.~x-.. pl.a. 
rvtboraoro , 1 recalled ov ooanraaUoa oa pl4. 

I let Sir J're4er1olc lal.ow that tho S.oretarT hoo4 hel4 a II'O'IP -nil~« thia r.r.­
uoo at •tell the l!I'Uhll poo1Uon he4 llae n..Ued. !ha S.ornaJ7 11e4 aolce4 •• t o 
ct" 011 oral npl7 to Slr J'redertolc1 o aoaor...a._ of Maroh 5 11> 111>.loh lnqv.i1'7 """ -'• 
u to ••thor the SoorelaJ7 woulcl ••• aDT o'bJaoUon to at-eat l!I'Uala pqi.ac eaa.4a 1.a 

told to tho anent thet lt lla7 heft col4 .~a'bla for thet purpo .. l.a t he tutva. 
I poro.llle4 Phllll p o to note oa peco U of Pari 1 of "'!.ar1aco 'before the c-tu .. oa 
1ortlp Ralotioao, 11aUed Stat .. Seaato, oa J. 2751 , the aotl.aoha wh1oh the 
Stcl'tta:rt W lllbalttod to Coacraaa ( 'baaed 'CipOil ftcaroa ""!>Plied l!r the llriUoh 

for the eGn'ODt oalndar 7&al' .U..tralian aad South Atrloaa C014 aporh. I 
l.nnto<l hlo att•Uon t o tho hnlaoJV' wllloh the S.orataJ7 can 'before \IMI 

C..Hhe oo Porelp Uf&1r1, l!ollll of ReprooantaUftl, al n porte4 011 ~·~ 611 aad 65 
ot tho ool,.,o of Laad..teeoo Bill ~~. I tol4 Phillip a that t ho Sooro\aJ71 1 
allltu4o toward Sollth Urloan ancl .uutrallan plcl r-hed the -• •• praooa\ed 1a 
tbla tuUao07. Ph1U1p a t ook aoto of till two rater0114oa to the PQhllolled tonbcllll' 
4aaerlbocl abon. 

Pbllllpo roalaUcl u thet the llriUeh llacl IMped t o ,... oanala of their pl4 ta 
aectlac p-h 4,.. eaa..s.. lie aaloo4 1f ho """ free aow to hll the Ca•e4' ••• \hat 
tbt l'r111UJ7 l.aahted apoa all South Urloaa aad .UU\rallan col4 \alae aol4 for Uo 
be .. tlt. llo aalced further 1t .,. he4 'booa la tOIICII wUIIIIr. Olarlo: on thla ou'bJeot. 1 
told Phllllp o that wo 1t.e4 11e4 ao oollftreatlea with the Oolla41aa Doput7 111a1ner ot 
n ...... olnoo ho lot\ hero • tow 4&7• .... !'hero .... 110 reaooa, llowoftr. 111>.7 Phl lllpo 
•••14 DOt ooo.tl.auo hl1 41-oalona wlth llr. Clark, 'boarl.ac la a1114 tho toolbc~JV' .. loll 

tho Socrttai'T hal ci ...... 

I told Phllllpo that a croap of u lla4 aet with tho SoerotaJ7 oa a.~ . ....._ 
114 t..adq t o nlld7 .. eporatlac p laa frr '"- LeM·X..•• Bill , - that la \lleao 
•uttaca tho BrtUell poo1Uoa 11a4 'boaa ct"" parUIIIIIl&r attaaUoa. I ln Phllllpo 
bow t hat otter r 1col'liq the Brltloh -or...a- of 7oner«q 111>.1oh .,..,. 4nallo •• 
10 oohtuA~.ac ooatraoh aa4 aacoUaU0111 wl\11 thoR. J . o. aa4 tho Jzq aa4 la"7 oa 
~lll'blo tolcl~~& nor of -• of thoao _,.,...to, wo lla4 wrlttaa 'both the R. J . O, 
114 t ho Var Dopartaaat roquollac uta troa \hair a14o ao h proopocto tor oo-· 
llta ot their aocotlatloao vt\11 tho BrtUoh l.a tho proalooo. I a6led \lid there h 
PGI1UY117 ao ,.11 of ov attoaptlac to Uocuo tho q'UIUOil of ooo.\rocto further at 
'lloaoat . 1 ollowo4 Phllllpa the UoDI' ti!PO 111>.loh reported tho pual~~& of the Bill u4 

"taloLOIIIIeoct that the Proo14oat anUcipatocl aolclac for a $7,000,0110,000 .pproprlaU• 
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1 ....,1••• t.bo .&ct. I hU Ilia .._, t~ ropr•••'-""" -u ban to .-r ~oro CoJ~VIU h ....,.,.n t.bo 'I'Pftpi'UUft aoo-., l eii'III04 \loa .Wf'a ..... t 
.atch -.ell roproo ... uUno, u4 :pe.rUO!IlUlJ t.bo loa-ota17, -u ...-n- u nlct4 to report \o a...., ••• tba\ ,...., W .. , 7ft \loa .... ,.u ... .., JII'OIH•• la 
~tp4aUAI JrUhb A.b'oo\ 1oft..-e. 1 .... t.bo potat t.bo\ _. Pftl"ll llpoab 
t.portaaU7 apoa -r'htac kiac Ill ;U ..... alOIIC \lolo llao t llo\ai.J. l'llllllpo 
,.latoorocl t.bol CHtf01'4 u4 1'-* "" 1a ,_ for ooallll\aU•. 

1 ohool4 ..., tlla\ ...._.,. -• u-.. tac colt, I let Pl>.llllpo bow tllat 1 w 
roporlocl t o tho Secrel.r7 t.bo lato..-Uoa 'tlllleb Plllll1p o ba4 11.,..., ao laot OToalMC, 
-111. tllot U ~01'14 t.bal C014 pro4aeUoa 1a lloah .Atrloo vao aol falllac flff , 
~I tllol roconllJ lbo !eJ11t ot loulb Ul'loa l'l'ld•llJ W 1101 IVE>o4 0'1'11' all _...., 
proa110uoo to t.bo !rlUob at.borlUu. Pbllllpo ba4 oleo .U.o lbo polDI tbo\ t.bo 
Brllioh re~u1rod a cmala ohok of cold lD South Afrloa, booauoo of the ucoool\7 of 
h&Yill& ,..,, of thh- aelal a'l'allable for h1U'J'lo4 do*J'Oioh to IQpl or olhor c•toro 1a 
lht Joor lftolorn war or ea. la our \allr: \O<I.a7. Pbllllpo alDlalud tho .... uat flf cold 
lhol could bo counlo4 apon to coao froa ! 11&1an CoDCO, !ho4oola aad ot.bor ocaiUHd. 
or•• o! prodllCUon. 

/ 
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Present : )(r. Gaston 
lira. Klotz 

llarch 11, 19U 

4:30 p.a. 

HM Jr: Herbert, please sit down. I thought that 
you could listen while I dictate thia . 

Harry Hopkins called me about 4:15 and said the 
Prealdent waa goinR to take some action this afternoon under 
the Lend-Lease Bill. He had spoken to the President about the 
Coast Guard cutters and asked for permission to apeak to ae. 
He asked me whether I knew what the President had in aind and 
if the President bad discussed it with me. I said, "Mo, • 
and then I told him that he ought to know better than I what 
the President has in mind. So he said that be didn't. 

I told Hopkins that if he asked me what I thought 
would be moa t useful to the British this Spring, it is the ten 
cutters that I wrote about in mf first letter. Then I said that 
we could get them reedy in two or three weeks if the English 
would tell us what kind of armaments they needed and if the NaTY 
would equip them promptly. Hopkins asked me it we didn't usually 
get cooperation from the Navy1 and I said, "lfo, not as far ee 
the Coast Gu&l'd h concerned. 

Then Hopkins asked me some more queations1 and I 
said I neYer felt that I knew less than what I did right now 
about what was going on. He said that nothing was going on 
at this time . I then said that the President told me yesterday 
be was going to hold a meeting this morning and wanted 11e to come, 
but I nner got wot·d aa to whe.n it was going to be held. Be 
sald that he wasn't at the meeting either ao he did not know 
what went on. 

Hopkins told me then that Young was with him and 
had some message f r om the English saying how they wanted these 
ships equipped, but it was news to me. 
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Wu..U tola • that tile In, W ""lfti 
word !ra that t1lq WOIIlAl 1le '"17 &lu to han tile 
outtera. That'a all tile -••age I cot. 

IDf Jrr Did rou tell that to Philf 

Gutona Jo, I hann't '"n Phil ainoa I hlud that. 
I ban n' t had a ohiiOe to tell hl.a. 

thet. 
IDf Jrr I dOil't bow whether rou IV"d with • aa 

Galtaar That would be nq uaeful - 1"· If we 
are going to do iJiTt.hiDg, that' 1 the thll\g t o do. 

HK Jrr Well, I'a gled to bear rou •11 that. 

GaetODI lee, that'• the thing to do. 

Juat when rou called .. , I was talking to Oscar Cox, 
who was aaking me a lot o{~!iltiODa. He 11id that Barey Hopkin• 
had been ubd to do 10111 about it !or the Preaident. Be 
didn't eq t hat rou bed talke to Hopkins. B~identl7 HUJ7 llopkina 
wants to get aoae Woraation, and be' 1 teying to han Cox get 1 t 
for hila. 

HK Jra 11here ... Cox when be called rout 

Gaatona 1lh7 I thi.Dk he wu in bh office. I waa 
talking to b.1a ihin the7 11i d rou wanted M ao I ncuaad 111••1! 
and hung up. 

· (lt thh polDt, HK Jr told the operator that 
aha abould flDd out nether Olear Cox 1114 
Plalllp Young bed retuned to the 'rrauuey • ) 

Gaatonr I reall7 don't !mow. Be aq not han been 
ill hia ot!1oe. 

HK Jra Bow long qo wa1 thh, Berbertf 

' 
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Galtoaa .Tuat \etore I walked in here. I h1Dig up 
and came right ia &ere. 

HY Jr1 Well, mJ call wae about 10 minutes ago, 
80 be must ban uked Oeou to get the intol'll&tion on 1 t. 

(Operator reported that neither Oeou Cox 
nor Philip Young bad returned to their 
ottlcea.) 

Bll Jr1 Well, the7 haven't CODe baolc 7et. I thilllc 
tllat I wi ll wilf around the block and b7 that time tbq probabl7 
wi ll be here. 

• ••••••• 
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a.a.cn.-a 
... , ....................... I .... 1 .... .. 

.......... I ......... ................... .. , ........... 
C•) 'd 'Nia .... M ..... r 1 ..... · 1 

...... ,.... ................. ....,. .. ., .............. ...... 
-loorialol._el __ lei ... X I "C)'AftoiiM 

l!er. t . All .-- • +•=•• _.. ,_ tloo .......... e1 
..,, ... .._ artldo • .,_.,_ ...... -to -loa llloall 

;....cain a ~- hJ wloirla tloo ,...... - •odmalooo tloat 

k will "'~· •il"- tho - of tloo .............. t-mr t~lt 1o 

or p i • of .m ...,._ 1111ida • _,_ la,__r;.. ..,. lift, 
.. ~r ....................... ~.-..,. .. ,_ ...... ~.~ • ... ...... ., ... ,..... ..... _ .. 

IW-. I. (a ) no. Somtary ofW'ar, tlw S....Cary of riot ~ • ..,.. • 

rlw ..._. of PJ .,....,. ......,._ or ~ of tlw Go~tn=a& 

; ... ~,..., ....U,.....,. .. ,_. drr- artidr or drf- inf..-;. 

io ••l*'..t. .._..itd.lf U.f- tho clrpon- or .,....,. dooipuod 

br rloo 1'1 l l•to .. -.......-loa e of dw A<1 of Jaly i, 1..0 

(M Scat. Tit) , ,,r tho ....,.ritW.. manct .. , •aluo, '"""" of oJiapooi. 

rlc.., and o!Minatloa of tho artirlt enol inlomaarloa "" .. JMM1ocl 

(b) Tho ..........,. f..., tl-to ti-, boll IICII loto fr<quonCIJ tiMon 

'1£1 

'""'" .....,. a ii0!4J da,... abaU t-ic to IM C<...- a ....- of . . . •... ; , •, ._. • :w ···'·· • . .'A •• 
.,......_ _.... rhia A<1 • ....,. • ..i.i :iiifOriillr;. u ho ._ •· ·• 

;,..,...,.tihlf. with tho .. blir '- to d........ lloporu poO\idod 

f• _.... tllia ~- lloall loo t...-ittod to rlw S....C.ry of 

'"' s.- • tloe ('toft of tho a-of .... tali..., aa tho.-
*1 .... if ... ec- ... tloe a- of .................... ... 

.. 1 ... .... • ...MilL 

S.:. 1. (a ) ,.._.;. ......_,. .... ~ lu lw IJIIICopiatN froa 

ticcat to ,-., - of PJ -r ioc tloe ,.,.,_.,. - •lwrcrioo .......................... _, ... _.,.,_ ... ..,._ .... 
pcc ... we ; 1• tloe pap!IUW of tiUa Ad. 

(b) All -r _, all .....,..., wloi<la ia -.-.nod icoto -r 
'"""""" _,.,._...,.,_ PJII"hl-nl •n, wkb tbraJIPCV"aa 

of tloe Dbwtor of tloe ..,..., - io tho....,..., .. oppopiat;. 

or t; 1 +lat"-- of wloirlo flaccla ._ ...,...W willa ftliWd to 

tloe..._ utldo • ...._ ..,._..., far wloirla -.41 t "olusclloa 

............................... * .__,_, ... ,...,.. .... 
wloirlo ..to c 1 I J flaccla - 4# +iot .. ..,. law, .._.. tloe 

.... ,_ loo wloirlo _. .... - ................... .... 

,...; ... "' --... .., .... - ....... br ........ .... 

•• , ·-afttrJ- Ill, ..... -=-----------------......,. 
. .t 
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llll.t.'DIS _,., .. .,, dot....._,fl .... ..,,_. ... 

........ ... , 1 • .....,. ..... "'·-·--..... -­....... 'ghefl.., ...... ut.............. ......, 

................... ortboUaltod 81_ ................. 

..... "' ... te UJ ... utiolo - ........ """"' lo ....., 
aalhorllod to bo dioap.d of aDd tho po.)'IIWtllo <OIIeotod lor ro,UIIN 

011 ~...-~~~a~~ bo poicl to tho ow""" and holdort of"""" ... -~ 
S... L Tile Somurieo of War and ol tbo Ma..,. ..., ......., 

llllllorWd lo pw ' • ............ otquirt •..-. -oailiool, ucl 
1•~1 •Ill of wv ........... wichia t .. juWictioa ol .. ,.-.,. 
to dido _.. a io .,...,.., whn••a tho Pitoiclmt ...._ .n .......... • ...--to bo _,-ill tbo hot- oltloe dt'­
or t._ u.w 1!1-. 

s.c, .. Tile p, s I pl. _,., ,.._ u.. lo ti.o, ,......~p~. -
.................... _,. bo _.,. •"" .....,..to <'I"J- .,.,. 

of tho ~o• · · of thio Ad; ucl lot .. ,. nm:ioo uy power • 

ouchoritr -~ • hiol b)' thio A<t th"""" -~~ dtport-, 
OCODOJ, ... .-..r • he thall clirod. 

S.C. 10. Nathiac ill thio A<t thall ba <Onllrtoed to """" uiltiftJ 
law rtlatiDI to tho - of tho land and nanl ,_ ol the Unilfd 
Scat-. anpt illaolar u ... - ....... to tho ..... r..t ... , procu .. 
- ...... ..,.,... or ....... utida, tho _ .... of iaf-; 

taudatiAr , • ·-JIUP*fdl...,.tad ia thioAd. 
&.L l L U .. ,. ~oc . . olthio A<t • tho oppliootlon or _. 

~00 ' ID •J .We 1• - .... ba holcl lanliol, tloe nliolit7 of 
tho ol ... A<t ud tloe LUr altilic1 of ... pcoo • ... 

odlor dn - ..... ""'lot ad t.....,. 
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[Pvouo LAw I 1-77ft Cowollal) 
(C ttAPTD 11- 111' SA81oN) 

(11. II. 17711 

AN ACT 

459 

1\lrtber to promote the deleoae of the United State.. and for ot.bt:r purpc»N. 

B• it tr~ncttd by tA• St""t• l>tld a.,... of R•yn,...totiw• of 
tA. IJ•itttl Statu o/ AfMri•a in c .. gr., -..bled, That thit Act 
may be cittt'l u "An Act to Promote the Defense of the United 
Sute~". 

Soc. 2. As u..<ed in thil Act-;-
(•) The t•nn "defenoo art~~· ~ 

ll) Any napc~n, munll1_0!1r ••reraft, ftSBe~ or boat;, 
2) Any nuu:lunery, fac:1hty, tool, mat•rW, or oup~ly -

.. ,., tor tho manufactu~ producti""' p~, rtpatr1 ..,..;.,.. ~· or ope,.tion of ony artide doombtd in this oubOooooo • 
\I) Anr c:omJM?n~nt. mat.t:rial .or pt;rt. of or equipmtnt f~ an7 

art.~ele deetribed in lhtl iUbeectlOD; 
(4) Any agrieulturol, induotrial or other commodity or artiol<l 

for dd•""'· 
Sutb ttnn •·dtlen1!e artiele" ineludfS any article deecribed in 1M. 
su~ion : Manu factured or procured pum.ta.nc. to IC!dion 31 or to 
-dUeb Lhe Unh~ States or any foreign government hu or hereafter 
tequim title, ~on, or control. 

{b) Tha tenn "'defenie infonnation" meAns any plan, flpeci&ltion, 
d(f§l~""· rn·otoc.n>e or inform!Hion pertaining to any doft.t\1!6 article. soo: 3. (a) Nol•·ithstanding tho provisions of any ot.hor law, tho 
Prt:fiidtnl nuty Croll\ time to time, when be deems it. in tl10 intertat 
ot matimll l dcfenl'e:, authorita the Secretary of 'Var, lh6 Secretary 
of th• Navy, or tho head of any «htr depllrlment. or ogency of tho 
0ot"tl1lmt~:nL-

(I) To manufacture in arsenals, facwri .. , and ahipyardo 
um1tr the.ir jurisdiction, or otbe:rwise procure, to the utent. to 
whith funds are nw:S6 available th~for, Ol" cootracu are. author· 
izod from tin>6 to UIIM! by tho Coogmo, or both, any dofen• 
artiol6 for tho goRmment of any country wbca ~1\!0> the 
Pnoid<ftt dtema <rita! to tho clef..,.. of t.he Onillld Statea. 

(2) To .ell, tRnafer title to, oxcbange, 1-, lond, or otherwiJe om.- of, w 1111 ouch jiOnnunelll any dd.- artiolo, but. no ,It(,.., artiolo nOl manufactured or p....,.... under par&j(ftlph 
(I) !hall in an~ way be dispoclod of under this panlgriJ>h, HDtpt 
lft•r rorullltahon .. ith th6 OU..f of Stair of the A=y or the 
Chief of NoYII Optrations of tho Na7)', or both. The .. Juo of 
dtlt>n .. articl .. d••JX*d of in any way under autl10rity of ohio 
parlgnc>h, and Jlrotured from fUnds herttofore appror>riattd, 
dmllnol exoood $1,800,000,000. Tbo value of &1ICh del an .. artieloo 
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lha.t.·a:~ 

oholl be detennined by ll1o hood of the doptrtnlent or....,_ .,..,md or such otl1er department., "JJ'!IIoy ur om...r ~~~ .,. 
deolgnoted in the manner provided In tho nd.,. and ::.::1Lbo 
180ued h~reundor. Defen~~e orticl• prceured 1rom funda lie .. I~ 
appropr~ated to any department or op~ey of the Oov ,..,..,. 
other Ulan from fuilda autboriltd to be app!"PJialed u:.J::""~ 
Act, shall not bed~ of in any way ~r outl>ority 

1 
t 

pa .. grapb ucept to the utent hereafter authoriltd '!1 U,: C... 
grtM in the .\cis approl>riating oucl1 lunda or otberw,.. 

(8) To toot, ins~ pro~ rtPOir,ootlh, recondition ;,..CJCJ.or. 
wise 10 pia"" m ~ worlcin,t! order, to ll1e u~ent to whieb f111<1o 
are !'••de available therefor, or c:outrocta ore outltorized 1roou limo 
to time by ll>e Congress, or both, any del....., article for an ...r. 
go•·onunent., or to procure auy or •II sucb eorvi..., by /,;,..It conCrict. 

(4) To communicate to any such gover11mem any de:femre in tor 
tnfttion, per1nining to an>.: defense ua;f.icle I~rnlBlled.lo sueh ffO\"t:rn: 
mcut under Jllli'Ograpb (2) o f this Aubeec:t•on. 

(6) To n'leose _for export ""Y def•nse article d~ of io 
&J'Y wny under thJs tiubaecttou to nny such govemmena. 

(b) Th~ tem>.• •nd oonditi~n• upon which ao~ such foreign p.,.. 
ment rece&vto ony ••d author~zed under aub.oc:tlon {a) aholl bO u­
"•hich 1 he PI"Nid•n• deems t~aliBfartor:y, and the bentllt to the Uoibd 
Stateo "'">' be payment or re~yment in kind or property, or any«brr 
d.irecc. or mdii'I'C< benefit which the Pr<.id•nt deems aatisfld4ry. 

{c) Aftor June 30, 1943, or a ft<r tht 1,....1!" of a COiltUmot 
1'0801ution by tl1e t..-o H.....,. before June 30, 1913, which docla.,. 
thot 1he po,.ers conferred by or pu,..111nt to su'-tion (o) art no 
lonuN· nec~ry to /Jromore the <h•frnl:le of the United Srates, neithtr 
th(' PrciJidenc.. nor t •e head of auy dcpartme11t o•· agency shall ue.r. 
<'it~U 1uy of the powel"'i confen-ed by ot pur~uant to subsoetion (a): 
exropt 'thot until Jtdy 1, 19-IG, nny of anch powers may be •••r<laid 
to lba ox tent n~ry to curry out. a contract or agroon•eot with tuch 
a foreign 110•enunent n>ade before July 11 1043, or before the­
of such ooncurreot resolution, whjchtve.r t.s the earlier. 

(d) N01hing in this Act 8haU be oon•trned to authoruo or to 
~mlit tht authorization of COI\1'0ying veasei.J by navaJ ~ls of the 
United ScatN. . , 

{e) N01hin4 in this Act &ball be OOtlilrued to outhoriteor to.,....,, 
the authori.zauon of the ~try of any An1erie.n ,'MSt.J jnto a ~bel 
area in violation of 118Ction 3 of the Neut .. lity Act of 1939. 

S..:. 4. All contracts or OJ......,.•nta made for the digp_osition of 
any dtfenee aniele or defense. infonnntion pursuant. to section 8 tibaJJ 
conl1•hl • clause by which the foreiW' government. undertake_s tha' 
it. will not, without the consent of tlw Prrsidrnt1 transfer lltle.:o 
or ~ion of such defense 1111-icle. 01' defense inronn~tboo by g1 t, 
enh~-1 Ol' otJte•·wlse, or t>ennit it~t: use by 11nyone nOL an officer, e.mploytt. 
or ·~em of 5ue:h fo1-eign govemmtnt. 

Sr.c. 6. {a) The Secretory of War, the Secrttary of the li•'Y• or 
the htad of any other departnl<'nt or ·~""1 of the c;lonr1111;: 
iO\·ol•cd .hall, whon any ••><:b dtftll8< ortide or d•fen..oe mlo':""' rd 
it uponed, immediotely infonn the depanment or agency d<C~Pt 

.,...t..• u.J 8 

b the p ..mct..,t to admini•!•r llOClioo 6 of tho Act of July 2, 1040 1~ Stat. 714), o~ tho qul>>lltu!"\ cha .. ~ter, val~•· t•nn1 of dispoei. 
[ 011 ond destmat>on of the art>< e and mformallon oo uportcd 1 

(b) The P....,deot f rom time to time, but not 1,. frequently 'than 
...,. every a.iDcty day., aball lr&IWilit to the Con~ a report of 

lions under thit Act except such informat&on u ha deemo 
=patible ...;th IIlii 1>ublic in~ltOl to diocloot. lleporto pro'tided 
for ui>der this IIUboeeUon aholl be tnosmitted to the Stciour:y of 
tbo Senate or the Cieri< of the HOUfiO of Rep,..llati.,_, u the cuo 
mar bo, if the .S.nat~ or tbe Houoo of Rep'-'>tativ ... u tho...,. 
tna]' be, is not. LO I(MIOn. 

soc. G. (a) There io hereby ou~ to be appropriato<l r"'!"' 
limo to timo, out of any money m the Treaoury not 01herw1so 
•PI>ropriated, such •m<?Unf3 IIR may be, n~J'Y Lo carry out th6 

roviS:IOQS and nocomrlu!h the pUrpo$e8 of tl.us Act.. 
p (b) AU money •m • II pn>Jltrty which is converted Into money 
received unde-r sootion 3 trom ••ny government B11111. ~·ilh the KPJ~ro~·Rl 
of the Director of the Dud~t, revert to the mpecta,·c ~PtlroJ>natlon 
or appropriations out of wh~ch fund~ were ex~ndec:l w1lh ~ptet.. to 
1r.. derense article or deftn .. >nfonnatJon for which ouch c:ona•derolloo 
ia .-i<ed and •hall be available lor expenditure for the I'"'?* for 
which such upended lunda were appropriated by law, d~tiJI# lhe 
&ooaJ year in which IIUCh lunda are r«e~ved and I be tllSII&ng &.tal 
J'O<' but iD oo """"' shall any funds 80 receired be .. ailoble for ...,.;.ruture after Jun~ 80, 19-16. 

Soc. 7. 111e Secrecary of War, the Se:cm•ry of the Navy, and the 
heed of the departmenl. or a,:rency shall m all cont~ or a~ments 
for d-e dis~ition of an): ~efense.l'lrticlt. ~r dde.n~~e 1nfonnat.ion fuHy 
protect lho rights of oil c&Utens of tl•• ~mted St~t .. wh!' hn,vo potent 

1 rights in a.nd 10 11ny •uch 1utiele. or mformal1on wh1eh ts hnre~y 
l aulhorir.ed to be dis~l of and the poymonts collected for royalhos 

on such patenlllohall be l,"'id to the owners and holde11 of tueh potenlo. 
Soo. a. The Secrel.4r>ea of War and of the Nn•y •\'". hereba 

authoriz:ed to purehue or otherwi~ acqufre. ·~ ammun1t1on, an 
implements of war produced withm the Jurisdict•o~ of ony ooun~ 
to which 118Ction 8 it applicable, wheneytr ~ PtfSldonL deerrt_

1
• 

purthase or acquisition to be nect961-ty tn the tntt:tf.ltl of the~ ense 
of the United StaiN. · 1 t ch 

SllC. 9. 111e Preoident may, from tim• to time, promu ga • au 
raJoo and ~a lions u may be ,..,..,._ry and pn>Jl"r to carry oul any 
of the proVJsions of this Act · •nd he may enrcitte an)' power or 
authority oon I erred on him by thi• Act througl1 •ueb department., 
tgo;ocy, or offioor M he •hall diroct. . . 

Sm 10. Nothing in this Act •hall be cons1rued to c:l•~nf.o ·~~:~ 
Ia• relating to tho uso of the hmd and non l forees o 16 n 
&ates~ except insofAr as such use t"elates to the m.n,nuf~eture,,P~1m­
tnent., and repair of defenso articles, the commum~l.\tiOI~ of 0~ onna· 
lion and other noncombatant purpoo<O enumhtcd 10 t-~i~ of ouch 

S'!": u. If any provioion of this t._ct.bolrdt. e afJ. 'tho nlidity of PIO'nsion to any earcumstance ahaU Ul:' e an'f'a ' • • t 
tho tomaioder of the Act and the applittbility of such pro•woo 0 

other ciretmut""* aha II not be atfoeted thereby. 
Appro•ed, Mareb 11 , 1~1. 
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vttll PIDIIITo • . . 
- ., , 

IP'UIII ... lAY I II ... TIIIILL .... IATILY. 

' fLAil -----
JIIII~IIB 111• IUTII I All IILL 

Jl&l ... ltlP • 
~-·- --

-• 
PIDI ... --T ftMf II .. 1D l lWI IIU. .. ..... 0 

Tt Aft CIUIIDI 11 au I UATI .,, ........... 1'1 CADY 1ft ITI ) 

1 Pltflll- rtl llfl• UTDIAl IAI All 11 ·~tall - ftiD Mn­
FICITIII AlAI~ Til Alllo 
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1111\el ........... 

. . ,. .. _ 

lh. lr, .... 

f7 'Ja•••na.a.r,Jt 5 

.. .......... .,. ... 
Regraded Uclassified



~a..._ a 1111 

tllat a. 1 m' 'wnllllle Mot tile 
I llml te ... J!lll .. eh an ..._ t• ~~ 
tlat ,_ te E E I lte I II •• 

I I ! '• liMk ... tM ...... I rt ~ llel-lac tlat lt ...... ~ t• .. ....., tW,.. 
... l!lte' • fll tr. ·~ ws- o.-ttee at w. 
~ ts.. It le ti ~ .,_, ...Ut tlld·..U. 
~ ..... 'hi ... tMt, fila tiNt to lut, • 
... ._ - 1111tt • • ~ I ISdle leu 1. 

u ... ~ ..... t~t, !Ill~ .... lt ~ 
cqoa ot Jfillll' Ul11 Ul ~ • ._ I MUm tbat tbe 
ranlte wlll ... tiM l•Uil.,.. tlfofta. 

P1eue let - tMM ,.. ~ •• ,... 1 11'1 '•• 
t• tM .tal~ •••hfl r.: + ul• &wla& tile._.,.; 
- ... •Ill euw. .... - .... - 4111 •••• tbll am taa-•hr. 

II • lr,_.., 
ra U&E a z v.,Jr, 

r lrtble alw '· a •••• 
Qdtalstat~~ ...... 

. ....... 
Regraded Uclassified



0 

c 

. 
.... u, 11&1 

Deal' S..tor O.Orpt 

low that tU t.a-t.ee BUlle nt ot tU ~. 
I uoald Ub to ...a JOil IV elae•e "1ah t• all 
that 7ft 4U to ....... ita,. •••• 

463 

LooHac 1luk ewer tU lebata, I 1100t btlf teal­
lac that 1t .. a 1:001 ~ ttr ... oar, that ,.. 
wra ~ ot tlit l•el&i .. latlou ttoa at th1l 
putlnlar u... It u to,,.. p.at ...all that .... 1 .. 
alttabt .... &YO!W u4 that, tr• tlrat to latt, tht 
debate .. bpt aa a hlP ltMiratlo t.Yel. 

It ... 1~. har4 tlcht ..a 70'1 pTe 1t ..,..., 
OUDoe ot JOUI' aklll 1114 ~. 'ut I \tllnt that the 
l'leulta wlll ..,. thaa jlllll!f 70111' attorh. 

Phue let .. thuk 7ft wo, Oil panODal&rOIIIIdt, 
t or tbt .tal~ oourtaq JOU tb wa - av~.a& the ~ 
lAD 1114 oa all othtr OttUlGDt wbta w 4h0111tM thU 
Blll toptblr. 

SiMvaq 7oura, 

lloDorablt .u .. , . Ge01'11, 

Ualttcl Statoe S..tt. 

FI:~ 

t ...... , ... , c:, Jr. 

•• a 

Regraded Uclassified



DMr n••• 
.. tllat tM ~ .... -. b .... 

I tiWik tllat •'r•e 'hmb ue ._ te 

Uae pU.t w tlr1 J t tile ~laM IUl 

.ru, late ,..t. 

Ja etiAfll 0 etftlpt IJUW eiill 

JOU W 0 ,_teetq pal Jeb. 

lh •••q JWfto 

Regraded Uclassified



Dear •n•a 
.. tlat the lae W.te la .... 

I tiWik U.t •h·•• •• U$ ._ te 

the pU.t ...... pt • I I '•tt 1111 

c . 10'1 414 • pertMtq .... , ... 

lh ... :q 1"ft• 

jsj }~ 

Bn ~ Al'• W. •rt'leJ, 

···--
Regraded Uclassified



Dill' •Jt•• 
....... ~-. ...... le -· 

I Walt tMt •he a " ' .... to 

u. p1W ...... J' .. I n Tass IW. 

alelJ SllltG ..... 

t• d1 Ia ata '"' aw _. 

, '"ua 1 r ·"~• '~ 
n ar _,__ 

S tletD1 L R ''hlr• 
IW.tel rt , II S ts 

Regraded Uclassified



' 

Jluoeh 11, lJU. 

~ d.eu Kr. Planlla 

'l'bl hel1.4at hu tod.q authorised. the Stol'l­

tiU'ha of 1Jar an4 I&'YJ, puri1Wlt to the .lot of lfaroh 11, 

19U, to d.11po11 of the d.tfiDI• utiol11, aet forth in 

the uauel aehe4ulu, to Hia Kaj11tJ-a Ooni'IIMilt in 

tha lhai te4 I1ng4ca. 

The Prea14at h&a alao requeated. tha SaoratiU'iea 

of War an4 I&'YJ to oo-1111.1eate Ureotl;v with ;you to 

urmce for the U.., •tho4, ad othar 4eta1la of tha 

d.ilpo 11 tift. 

lept aineareq ,oura, 

Ha.rr;v L. Hopkins ( sgd. ) 

JU.IIlY L. II)PIIJS 

Regraded Uclassified



Willi AUICliS AIJ'"Pinm rca !llllnl 
It m SICiftUY or m !0 m 

tBIBD mGDCM 

4 - • - - - - - - - - -

2822 Gro1111d S1pal Projeoto!'l 

lliO )( l.Jl6 - .,_ <Nn, H1 ap .. cl wl'1oan tne 

aoo fblcl Bow1tsel'l - lss- (not H1 ap .. cl) 

U6 fbl4 Bow1tsel'l, 88 (M ...un1t1on &rulable) 

&00 Calaeou, Tr- Bow1tMI'a 

200 Llabera, 'Is- Bowitsor• 

116,100 Sigul. Cartr14gll 

100,000 H. J. Sbella, '7r- llol'll&l Charge, Gun 

60,000 L J. Sbella, l.ililla Bowitsua 

15,000 W.P. Shella, 1ss- &owitsora 

60,000 JYauM Propelling Charce• for l5r- &owitsera 

15,000 Jo..-1 Propelling Charce• for l5r- &owitsen 

40 trutora, Jqala (trult l.qh&) 

110 S.Oat Cara, lllll (ltaa amP"•t ) 

100 Seeat eara, Old l&o4ela 

lUBCJl 11, lHl 

Regraded Uclassified



. -------- - -- - -

(JIJJ(AJCJ 

lJj() ,./60 L..l. lquiplllt - u. s. !n• 
aoo a• /60 1...1. J¢.-nt - u. s. !n• 

8000 '• /60 L..l. Pro Jeew .. 

8000 ,./60 Calltlete .... - u. s. 'fn• 
18000 a•/60 Cal. trppnltlen- U. S. f.Fpe, L • .l. 

1.200 a• ,128 Cal. trppnS tlon - U. S. f.Fpe 

8000 Pnr•llJ.Da: Charce• tor "!" Guna - u. s. '1'7P• 

.,. )!, 00 

Regraded Uclassified
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GO • ltla - "- Ia, 11 IfNI bll'leaa tne 
110,000 LL!Itella, .,._ biull c:M ce, Ga 

ao,ooo L L Jhella, li' Jllnd u.n 
ao,ooo JeiWl rr.,.ll.bc c:Mrce• tor l&&a Jllnritun 

• 
• 

Jlu:th ll, lHl 

Regraded Uclassified



\..u,lMl.-

MJ U&r liP. S.entu,l 

- ~ Coanltatla. harlac 'belll ha4 with the Cldll of Staff of the u.,, I fld thata 

(1) ~ W••• If the Ull1W lb.g4aa 11 Tital te the 4of•ll of thl Unite& State•J 

(I) SlotS... ' 1114 7 of the ut If llaHll 11, 
liU haft -- ICIIIIllM w1 th 117 thl UIIII&Pf ICfti­MDt oa the put of Bb Jkjaatf'• Oonraat la the 
ua1 tea IJ.a&'iaJ 

(8) It •1114 'M la the latenab of our natloaal aotaae to tnutor the ufeue ut1el11 
11t forth la the Alllloul W cxlula. 

I theftfon autllorlu J0\1 J..eai&tol7 to 
.Ue the tnufor te Billajut)-'• Oonr.nt la the 
Unitoa I1adla ef the W•H art1el11 11t forth la thl IDUZol aohe4W.a. 

I waltl appr11latl 1t U 7011 •lila U'rUII wUia tM QeJm a of tM Britiab SllfPlr Cllaoll ill 
Jorth Jllldoa fer tM u.-, •tM4, iH otMr iotalll of the Uqelitloa. 

l•PT alaoerol7 JOVI• 

Franklin D. RooseTelt (sgd.) 

Regraded Uclassified



I 
r-

' .... ancus jLl!!llpup r<a .... 
II m SICII!&aJ ar m TO m 

UlltD mGIICII 

···-········ 
asaa a.oa~. s1pa1 PnJ"'-•• 
160 11 1111 - ,._ ~~a, n .,.,a .&Mrleu tn• 
800 lieU lnlben • lJIIa (ut B1 IJeM) 

f.S6 lieU lniUerl, a• (M •-unltion an.Uable ) 

600 CaiiiOJll, ,_ Bowiberl 

200 Lblbtr1, 76.l ln1 Uerl 

11&, 100 Slpal Cartriqe1 

100,000 H. 1. BUlla, 'IS.. Jo,.U Charge, Gun 

60,000 H. I. SUUa, lSIIa Btwitatra 

, 15,000 W.P. Shell1, lifiee Bewitatrl 

60,000 lefttti r.o,.u bg ChaJ'ce• tor ~ Bn1tatra 

15,000 leN&l Pl'Optlllpg Che , .. til'~ Bnitlll'l 

4D butere, IIHl• (trout l.q1Pc) 

160 lent eva, JIUl (lell ... ent) 

200 Sent ••• 014 Mtltll 

IW!Cll U, lH1 

Regraded Uclassified



_ ....... .... ..,. 
ClanlMUa a'rlac liMa W wi\k U. Chief ef 

Jaftl OJeftU... et tile kfJ, I tid \kata 
-

(1) 'IIIII w ... ..•• 11a1W. ~ 1a rlUl w • w ... •t u. 11a1w •• , .. , 

(I) IMUaa • eat 7 et tile .let It llueh U, 1M1 
han Mia ... l.W wlt:k ., U.. ..... ..., ecremnt m tile 
part et l1a lfl.l••'T'• Owwa t Ia tM UalW lla&iaJ 

(I) n •1111" Ia. lahnata If .. uU••' w ... • trnafer tile .., ... eruel .... , fvth la tile 
IJIUQ{ .... w •• 

tnnJ.:U~~=-~~~J:-~::.!::~t!'~ ~~ ~ 
of tile w .... arUolea "' terih 1A tu ~~meze4 aehHiila. 

I wnll appndate 1t 1t J" wnl4 arnace with tile 
Cbal e ef • lrlUU ~ Cnull la lertla JMrlea fw 
tu U., .... , eat ltMi' .. Mlla If tile 41apHltla. 

,..., aiuerelT ,....., 

(Signed) Franklin D. Roosevelt 

Regraded Uclassified



911"''91 

...... 
an to !II 

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

110 ,./flj 1.!. ltd..-'- u. .. !JJe 

100 a•110 I.'- ltd..-'- u. s. tne 
8000 ,./14 1.!. PNJeeUlee 

8000 ,./10 C.,llle ..._.. - u. a. tne 
18000 a•/IIJ ca1. •' -u.' u. - u. a. !Jte, L.A. 

1100 a• /D cal. , I U. • U. lo file 
1000 PN,.us., Ch' as• ter .,. a.. - u. a. f1fl 

l!arM !J a 1H1 

Regraded Uclassified



11( ...... .... ...,. 

OA ral.taU. M:tiM ._ W 111.• tM Cldd et 
Staff of the .U.,, I t1JI4 &ta 

(1) !beW....ettM~fii'MII:~ 
1a Tital. fit Ill Weue et tile 1Wti4 StateaJ 

(I) letU. .. ' ul Y nt tba .Ut et J11rD U: 
l!Nl haw~ .. z~witk • • .. , ... .., .,.. t 
011 the ran- .,.. .,.., at1 

(I) It ...U lie h tJir htenrta et ov atl-.1 
4.1!1l1M te baafer u.. a..r ... ertlwa aet t•th h tJir 
llllltxl4 lfh h]e• 

I tlauefvt aU. 1M 7ft ' U ·~ to .U. the 
tranaftl' to tM ~ OnU anu-at ot the WUlM 
U'tloltr 11t terth b. the UM:ul ..,..,., •• 

I •.U ani'Mlate lt lt pa•1114 II'I'IDP with tba 
111nlat.r ot Gne•-fer the U., Mtlial, 1M other 4otalla 
ot •• u.,..tu.-. 

(Sirned) Fr anklin D. Roosuelt 

!he In II -'1t 

!be .... .,et ..... 

Regraded Uclassified



------ ... ·--- -----
50 ]( ltla • 7r- IJim, B1 aped. AMrieu. tn• 
150,000 LJ.Shelli, 7r- Reclucecl Chal'ge, Gan 

80,000 LI.SMU., l.5Sa BnitMra 

ao,ooo .nal l'l'opel.l..lDg Cllal'g•• tor lsr- l1011itsera 

Jllroh u. l!U 

Regraded Uclassified
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Regraded Uclassified



Regraded Uclassified



-·~---=·c!! .... ~:O.!'!-~----.. --·== -- -.-. ... -a.-. -· ..... -
• M llliiM- r...,.. 

~~~~re~au , lMI.. 

I\ ..... ., 7ft .. wri\41 .... 7ft 
ua • t.1ae .unr...,. of., wn7 ,..,.. 1-.l•­
laUn .-toe. Ou of tko tla .. , Wap aM\ 
ate ,.,. •• t.~ae llplllll& u-uu ... 1 ~~a .. a­
,.,.., IIIII I aa _.. I uK ao\ \Ill 7ft llow 
_. I trppreoia\a J'DV trlllllllll.JI u& uoootaUaa. 

fttk 1111\ ...... al.,. , 1 .. 

._roan. IIIU'7 •rcau. . 
._retaq et \1M IIMR!7, 
~ ••• o. 

480 
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J 

)IM>R•'"tll TO• "fPT6!X W!R!'"'" 

WMHINOTON,I). c. 
llarab u, 1941 

a~. s-tor Ben ....... ,. bill )lrOpo .. ., 

1. J. ~ of ~ ~Ut)" loea at 100 per cat ot paritJ tor oottcm 
'llbeat, tobecoo ud r1oe OODditiaa.d aD Mrketinc quotaa beinc ill .Uect • to 
control wpplaa. AD BS per cet. ~ rato GD oona 11 prortded beoe,... 
the repre•ntati'roa ot the OCII'II )lr'Oducera do DOt want a 10&11 bi&Jier thaD as per cant ot JIU'it)". 

Til& "-rio&ll rana B1D'M11 FaderatiCID 1a reo "'""'a~ rato ot 
as per cet. WtMd ot 100 per cant tor aU tiw ~ odlU••• ~-~ 
attaobed eta~ )ln.m..d b7 Preal.dlllt O•lleal to the s...&to tt.. 
011 4riwlt- tor ~ ot rana Bureau pla). 

the ~ '1\7 ~ plaD baa thU gnat ..mu.top,-that it. pwa 
the t-• parit7 or 'ftllr7 oloee to pertt:r 1a the Mriat-p'-· It a 
1.00 per oct loa b ..sa ...-nebJe, DO Iii +iatiCID& are M&dad tor 
pari\7 ~. 1t- 8S per oet. ,._ 1a ... -"ebJ•, ·~iCID& 
tor parit7 P'IJ h WGIIlcl be ....s.d to .at; ilia lS per cant datici&M7. 
But. cueM ••~• 1DdiData tlaat ...,.r th18 pla tuMra ooald re.ift 
1.00 per oet. ot pa'1\71l1tla Uoat tba- appopJ..aU- u are­
beinc .... 

tblar ilia Be!rb_, ~ ot 100 per cant ~. aa ~ 
poiatocl out, thel'll WGIIlcl be DO pari\7 ~· to t&N&ra, aa ilia t-. 
would aet pari\7 pri.oea 1a tba ~ tor illair u\11'11 orop. the 
bu1era ot oot\oll, tor _pl.e, w uld aitbar baft to pq tba t-• 
llU'it7 prioa or tile tu.ra ooalcl pet tba oottcl'l __. 1M laD. na 
order toP-' oottaD rr- Jd.l1al up ill tba loa, tbia p1a 1*4 •• 
tir_., to M1ato1a oar fair llbal'll ot tba wrld -.na.t tor oottca b7 
•llinc oott .. tor aport at tba world pr1oa ud ...s.bvailll ilia C U:~:r 
Crec!it Corporatia tor e:r loaaaa iMwxed b:r r&UGD ot nob aal ... boo 
port ....,_ta to al!pOl'tai'a ooald be_. it -aaar:r to JUtauL oAtoa 
tna coiJic 1ato t~aa '--• na additiCID, t11a Be'±a .. bill F ;n•• to 
brillc aboai u adjuatllllut ot pl'OIIIIGt1.., ot oottca doe to .,. cae.tol:r 

Regraded Uclassified



10,000,000 bel.ea 1A 1941, '1111Gb h tbe •Riated ~ ....s.s tor ~Rio ~1011Uide~. 

<182 

2. A ~ioD tor ;q La to aot.toD t-f'tl t.o rwcs,_ t.bair ~ 
bel.Dw tbelr ow ••t. al.lotl.nt.a tor t.ba JIU'POae ot ~U. the •IIP11' e4 
eatt.... t.o Ollri'ltat ~. tor -Rio .,.,....1011 ac1 uport.e. 

In hia ~ Senator BanJcMad eucrated t"" Mt.hoda ot aeouriJIC 1 Yol~mtary reduation in producti011 ot 2 to 2 111l.l1011 balaa bel.Dw tbe 
allotMnta tor 194lt which hlft &lreadJ been &nnounoed and which t.ot.a1 about. 
12 lllil.J.ion balee. IAoe ot thaee •tbodto eona1Ra ot a ~nt 1n kind at tbe 
rate ot ~ bale tor each ball taken out ot Jll'OduotionJ tbe other 
•tbod propoeea a ~t in caab at the rate ot eo III1Cb per pcrcmd to tab 
catt<m out ot prodnotioD, utilis1Dg tbe tas,ooo,ooo appropriated tor pu'i.t7 
~nte tor tbe purpoa ot Mlc1ng tbea ~te tor atra reductioe 1n 
produotioo. 

'!be F ... Bureau hla re.._d.d a ~ 1n kind at the rat.o ot 
OIIMlalt t..+e tor Mch bale taken out ot l"l''<<w>tion bel.Dw the pre­
all~t. 

Regraded Uclassified



8."' 
For tbll p&rpOee ot indicatinc tbe objeotiYOO ot th1.a bill 

and ito probable •!teet, 1 beg to Pl'••eDt tbe tollowinc ae u 

appliea to cottoDa 

Ueinc roiiDd tiguree, tl!e gonrnriDt ...,.. 6,200,000 blllea , 

U bolda w.4er l08D 4,900, 000 belee. there ...,. two fll'1.az7 

objectina imol.....SJ tint 11 better iDeo.. to tanera aDd aecond 

1a better Jll'Otectioa to t.be UDited Stat .. 1'nalliJ7. 

Diltril!!lt1CII· Do..atic coaii1Dqlt1oa DUt 7ear -:r a-.mt. 

to 9, 000,000 belea , tt. export u.rbt 11 Jll'OCticall7 el.1al.Dated. 

Froa A~~&~Yt 1 laet IIDtil llarcb 1 leet, on:Q- 504,000 bal .. wore 

exported 1D t.t. obumele ot tnd.a . tt.re were total exports of 

•PPl'adJoatal7 700,000 balea but t.t. balaDoa of t.ba cottoc wae 

exported Willer t.be I'Dl>ber exci>IIDp witb Great. lritaiD. Ae~ 

tt. - export.a D8rl 7Mr 8Dd a allcbt. iD- 1D do..at.ic 

co~oa, t.Mre wUl be a diet:ri!>uUOD ot aJ>Pl'O'daatal7 9,500,000 

bal.••· 
tt. oGt.toc ..u.c.t-at., u-ac D~ -t.t.r, will pradllc• 

12,000, 000 be.laa. to t.ba oottoD Door llll4ar t.t. aorw t. 10811 

t.bare will be ..tded troa oext 7eu1 e crop about 2,500,000 balaa, 

t.bua 1Doreaaill& tbe ..,1.,.,,,.. .. ~1-IDt. CIIIDOd aDd 101.11 oot.t011 w 13,500,000 

balaa , It. 11 ft'1dat. tba.t. ~bill& -t be dODe abOilt. t.be -­

t1au.a4 wrplua prGCU:UOIIo ft. bill, wloila ~ t.be ----

Regraded Uclassified



l. To pq 1D t1D4 n t.11 u.c -ocii111Q' Cn41t cottaa -a.u 
bole !OJ' eacll bale taka out ot proclw:tJ.ca up to a ca-t&iD lill1 t. 

2o u .. tile par11;r ,.,_t &PI>I'OI&'iatJ.OD of obc1at 

t86,ooo,ooo allotted to cottOD r.._. to po;r ao -~~ • _,. 

to tab cottoo cut ot pradlactJ.ca. 

U tile par11;r ~.,. lau plaD 1a polt 1Dto operatJ.oa, tile 

appropriatJ.OIUI fer par11;r ,.,_ta riJl not lMo Nqu1recl fOJ' tllat 

p.u-poee ud cu 'be ued to protect tile price ct cottaa and tile 

'l'HU\117 b;y ..t.Juatial tile INJIPlT to a qlWIUV tllat ... t 'be 'bousbt 

bJ dOMIUC 0-1 plu a a..ual -t to 'be expcrtecl. 

Tile cottoo UDder lau OCiftN laue tOJ' tile crop Je&ra 

138-139 u4 '40-' 41• Tile bill prcllriMe tilet tiU'Mrl wbo d.UJ-e 

ot t.llei.J' eqll11;r 1D oottOD laue attar tile dq tlla bill .. iatro­

cluoed ~ perUcipat& 1D tile por11;r Jrlce loU. Tbat ia illtaaded 

to ,.able tile '"'"~ to retJ.re tllat cottaa hoa tile ...t:et 

ucl tab it 011t of oc.peUUOII ntll ~ Jar' I crop. Tile bill 

t\artllar proridM t11a t tile t-• aball lMo pd.d tile ftlDt ot t.lle1l' 

.. 
) 

/;~ 
.. 

Regraded Uclassified



_,_ 

or b-oa w o to t acr dol.lan a ~~&a ,.. t.M '40 crop. 'l'llo equtv 
tor ttat catt oa - be paid with tl'<a fiYe to • ..,.,. or •l.cbt 

Dillion dollaro . lith the lou cotton tabn .,.,., by the go-, 

aa it ... t lllt.aate~ be doae, and with the crop reduced to 

9,500,000 to 10,000, 000 balea, there rlll be practi~ no cotton 

coin& l.Ato t.M lou. Such -t •• coea l.A lllat be toten out 

b)' the cCll-ra before a ,.. crop c ... a to MJ'Icet. Tld.a plan 

will l.Acreaee the pre-t total.l7 inadequate l.Ac ... ot cotton 

producera &lid rlll atop l.AcnuJ.nc the ,.,.,.,..,t atocka and ~ 

later be adjuted 10 u to ~ el.1al.Aate the g~t 

otoolta. 

Regraded Uclassified
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I 

I L1e l"nniiQ.Ja D. Jloc •• 
1'Wd I ' ~ -. QraSWol at;t,;" 
blld.te._ 
~D. c. 

II)' .......... Jllw1 I ,, 

'II '! 

llarah u, 1941 

.. - llll ~ 418tft...S ~ Cba.ter n.na 
ill ~ * P.-...1 IIIli IM BOU'Cio He bu aena~ ~ _. 
..,. ti'S..s v.n. 

llllir I ~ p.sellftt ! err yr:Nr -~ 
.. t1ll bill pl.- .. 1'Gll.<llrill81 

,._,,._,.w wiii&\~\G9 
.. .,. be •• I,. - wu. ___.. ~ 

JiiiUI t.bNe .....-u- will baw .,wr --' 
I d' u • .-1 with - ,.-1 .,.....S., I • 

Sill 83¥~. 
~ ~ ~ 

I ~ 

"' _, 
"' ....... O'IIMl - " 

1 2 rt 

"' ·-
• 

~ 
~ ., 
"' .. Ql ~ 

(\) :>' 

ii? "' • ::; ,._ ..., .... 
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TREAsURY DEPARTMENT 

DAft liar* U , 19111 
.. ore\UTII.r .. .._ 

llr. Ooollru 

ST RI CTLY CONF ID ENTIAL 
Offloial eal•• of lll'lU.._t 4o1lar o1ov1u .. ....Ur \M Teou-c o.rUr 

offtcU.,.. hli.,...J 19, 1~1 

••· of lbareo $ ProCMU of loalul Tel• $ Pr....U of 
loU lllooreo loU ot llollta loU llollta loU 

19,010 1,1142,11711 11,000 . 6o,= 
211,~ u ,llol,lllll 16o,ooo 125. 211, 793,163 }1,000 31.950 
126,017 3.~,120 Z,1,000 z,6,101 

36.912 1, 33.313 111,000 120,123 
, ,016 255.fl5 159.11oo 1711.71111 

1121,116 11,9111,569 1}9, lloo IOC,715 
3 

to fr•U111'1 " 1121,120 11,9111,576 

:!.~ ,01S-1l2 172,222,599 19.1113.700 11,6611.111 

~.~~jllo 6,023,20C-1/2 191,1}1,175 20,}23,100 19,1173.593 

•lt• haw reper-Wt .alee ot -"' '" .. .,..lUeo for \M welt eatet 
lozQ 1 toWet .)00,000, 
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[ TREASURY DEPARTMENT 

~~\ INTP oma C0MMUNICAT10N 

CONFIDENTIAL 

a.ct•i•re4 owrl1ac v ....... uou ot t.u reporilac 'baata were •• tou...,.1 

Soll \o oo-oi&l ooaoeru £!16,000 
hrcll&oe4 hoa oo•oro1&l OOIIOOno Laa,OOO 

!llo h4oral laoorft Juk ot • .., York ooU .r:15,000 1a rect etere4 emll.&c to 
1bo »orloaa li!P:pHoo 0.., u4 :pvollaoeol U,OOO tna !!loa. Ooek A loa. 

Op.,. _..ll:oi o\or11q r-hel &i 11. 0)-1/2, M4 illere were ao reporW ....... 
tcUo•• · 

1a • .., York, ._. oloolq ra\oo tor - torolp ovrODOloo lioW Mlow wore 
foUowol 

Oau41aa 4o11ar 
Mu truo (oo-oi&l) 
lw41ob 11:1'011& 
lalob...-k 
Lira 
Arpau ... peoo (tree) 
.lraoUtaa llilreb (tree) 
llni- peoo 
o.bu ,. .. 

1a ,.,..,...,, Ut.o 7UA 1a \ora& ot ov OU'I'OD07 ........ •• ':1-1/al. M4 
t\orll.&c "' ...... 21 \o 3·91· 

!lloro wre .. pl4 v.auouoae ·--w )7 u Wq. 

!llo Je4oral laoorft Juk ot • .., York rep~rW -• Ut.e Oeairol 1oa1< ot Ut.o 
Coloolllu lapD)llo &1ppe4 $2,931,000 1a colA tro• Oo1oall1& \o t.U leleral tor 1\o 
- OCCODili, Uopooltl .. ~. 

!llo prlou tu.& la J.oa4oa tor opoi _. t o...,. ollnr wore ,..,lloallpt &i 
iJ.-J/84 M4 2}-5/161, roopeoilnl7· !he '0.1. •('Q1•al•t• wore lla.IJIII -' lia.}JI• 

laa4T tiDil ...._, 0 eeiU-ai prloo tor torolp ollnr wa~ "·'!:::;: &i ,,. 
"14-3/~. !he troa8QI')''• :pvob&OO prloo t or to:relp ollnr wao 00 
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-·-
V. ..... obi P'""'"l If lil'IV to'-llal ,ao,ooo -· ...._ ... IU'OW 

.... obal ...... .u ., .... -lltol ot - ,.._,.,. ,_ tweip ---
for fo~ bll9VJ'o ' 

!II• NJOrl of llanll 'II'MelN troa .,. I.Ural leo"'" Juk ot .. York 
p~llll tordp ,_.,., .. JOel Uou of 'llake tiP4 llubro ll 1\o 41elr1ot, l'lftalel 
~~~at \Ill t otal JOilUoa of all -\rloo wu lhor\ 'lw •~-..lea\ of t7,116,ooo, a 
&tor .. •• of .}33.000 la 'lw lhorl poo1Uoe. let obaape wre 11 follow& 

~·· Joropl 
CUI4a 
Ja\liAaerioa 
Japroa 
0\lllr J.lie 
.t.llo\llero 

!o\al 

lbort Jlool Uoe 
hllnaq a6 

• a6J,OOO 
3.393,000 
~. 000 (t.o.c) 
111,000 

··"'·000 
1,3~,000 

,000 

tf,601,ooo 

lbort l'ollUoe OliMp ll 
llarQ 5 lborl Jtollliea1 

• 515.000 + $15J,OOO 
,,107,000 t.ooo ~·000 ( I.oac) ,000 

,000 - ,,,000 
a,316,ooo ... ,,000 
1,~,000 

,000 ( I.oac) ;l::: 
tf,ll6,ooo - $}11,000 

Plu llp ( +) t.ol.loatoe lureaao ll lhorl poll U oe, or 4ooroall ll loac pooUloa. 
11111u olp(• ) 1a41oatol 4eoraaeo le lhorl poeUloa, or laoroa11 ll loac pooUlea. 

" Ooebllel pooUloe la roc11torl4 aa4 opoe a.rlcel ellrlle&-

CONFIDENTIAL 
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'TREASURY DEPARTMENT 

~COMMUNICATION 

Mr. • 

491 

SubJeotl 

leon~a1:bala DAn llanla 11, 1~1 

~~~t! Dnelop .. nte 1a the 81gb-grade Beour11;J' 

(1) 

(2) 

( 3) 

(~) 

(5) 

8TJMMARY 

~aeur,r eeour1t1ee haTe regained e1aoe rebruarr 15 
about one-third of the pr1oo deol1nee euffered be­
tweea Deoellber 30, 1940 a11d hbrwu-J 15 (Charta I 
aad II ) . 

!he 1noreued 1eeue of !reaeurr billa on Karoh 5 wae 
abeorbed onUrelJ bJ weokl.J reporting banke 111 tbe 
Chioago a11d St. Louie Pec!eral. Jlnene d1etl'1ote. 
Bille oro now 111 deaa.nd 1n theeo d1etr1ote for the 
purpoeo of aTo1diag looal proportJ taxae. 

B1gb-grac!e corporate and 111Wl1o1pal bond• hove gained 
in pr1oe onlJ aodoratolJ a• oo~red with !reaaurJ 
bonde during the past two .. elte (Charta II and III). 

Eet1aatoe of tho J1old differential between fullJ 
taxable &Jid part1allJ tax-exoapt !reaaurJ bonde varJ 
froa •• low •• 17 to u high u 57 bae1e pointe, de­
pending upoD tho ueupt1onl udo w1 th rupeot to 
tho oornot pr1o1ag of the aow 2 poroent 'freaaurJ 
bolld (Chart I'f). 

!hoi prioo of Ulo aew 2 poroent bond ofterod on 
hl11'11ar;1 25 deol1aod fro• an opoD1Dg bid arouad 
101-20132 to a low of loo-21/32 at the olooo that 
daJ but nooTerod -what, on baluOI, before the 
booke oloeod tho following daJ• .h the reault of 
the otfor1Dg ot a aow aoto with the bond, Ulo rotund­
tag wae DOTer 1D dallgOr• !he DOW note wae worth at 
l oaet loo-16/32 aad if the pr1oe of the bond had 
fallon below th~t of tho aote, nghte wou~ ~· dbeon 
conTorted 1ato tho oow nota• l'~! :!'boo;_ o~oeed, 
DOTer fell below tho aoto • an ( __ t V) 
it wae eubltalltiallJ aboTe it .....,.r • 

---~---.--------------------~~------------,. 
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I. 

Prion or 1o~tera !l'eaAI'J bo114e ban onJored a ut 
1norouo ot nor 2 pointe e11l0o robru&rr 15, Vbea U~or 
reaohe4 a low tor tho rear, Interao41ato 'b0114e baYe gained 
about 1 poiat 4\lriq thie Uao, Vbllo 'lreaAI'J not .. ban 
ga1ne4, oa tho anrago, 'Dowoen 1/~ an4 1/2 ot a point 
(Chart I). !hi a riea ropr01onte an anroce rooo.,err ot 
abOut on ... th1r4 ot tho not 4ool1ne troa Deo•bor 30, 191!o 
U~rough rolmaarT 15. Loq bo114e ban ehow1l Ule sreat .. t 
etrength, roonoriq about ~ peroont ot Ule1r 101111 b ... 
tween Poooabor 30 aa4 robru&rr 15. !he aarket tor GonrDo­
aent UOill'i t1oe oont11111oe to be 1'&1'7 thin, aa4 henoe nb­
Jeot to rather ooaai4or&ble prl.oe nuotu&Uoq, Prioe 
ohlngu e1aoo lloooabor 30, 19110 aro ehow1l in Ule to11cnr1JI& 
table: 

~ 

1 to 3 :rear• 
3 to 5 :rear• 

!!!!!!!. 
5 to 15 :roar• to oall 

15 r•ar• u4 nor to oall 

A1'eroce price ohango 
: "Di""o"'.-..JO...-, ~1"940=.,.......,.: •re:;:,b~,--....1'!'5-, ~~l"l'~lln':'l.­
!rob. 15. 1941 :Mar. 10. 19~1 

(Deo1a&le are th1rty-eeoo114e) 

- .25 
-1.00 

-3.11 
--·09 

+ -09 
+ .11 

+1.02 
+2.10 

t !ro&ftl'T bollde, aortnc 'l'ho &YoNCe pel4 ot 1oq- ora b 29 b&e1e pointe troa 
1nnru1;r to pr1ooa, ~.!hrS.::;•~5 7

h&1 4ooroaeed, on 
Deooaber }0, 1,-o thro~i • 0 illOI rebfuarr 15 (~ II), . b&laaoo, b;r 15 bade po a.e • 
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Seoreta!'J' Worganthau - 3 

II. Alleorpuon ot »ev 'l'reaaurz Bille 

The 11aua of 'l'reaW!'J' billa 011 Maroh 
5 about t200 a1lliona -- &ll increase ot tloo ~~llllted to 

preYioua weeka. Th1e entire inoreaee and $~o .i~~~o:Yer 
more wae ab.orbed by weekly reporting auber banke in 1 the 
Obloago and St. Louie Federal Reeerye 41etr1ot T 
ury billa are i n demand in theee 41e tricta at :he p~:!!~t 
time for the purpoae of ayoiding looal property ta i 
Illinoia and X1aeour1. xae n 

The Maroh 5 1uue of b1lle wae aleo the tirat 1eeue 
of taxable billa. The 1ncrea aed alee ot the 1eeue and the 
epeo1al deaand aent1one4 aboYe, hoveYer , tend to obacura 
the efteot of the tax feature upon the ratea ot 41aooUDt 
at wh1oh they ware awarded. The aYerage rate on the laet 
1eeue of taxo-exiiiiPt billa -- dated Februa ry 26 - wee 
0.043 percent, ae ooap&red with a rate of o.ol!6 p ercent 
on the f1ret iaeua of taxable blll e. 

III. H1!dl-fll'!de Corporate and Munio1pal Bonde 

Unlike prioee of long-term Treaaury bonda wh1oh have 
rieen markedly einoe February 15 , prioea of high-grade 
corporate bonde have fluctuated wi t hin a fairly narrow 
r&llge and ban 1aprcnd nry el1ghtly (Chart II) . High­
grade aunioipal bonda ban gained aoderately 1D the last 
two wealta (Chart III). 

•ew bond otteringe to the publ1o in the llew York aar­
ket were t22.~ a1111ou laet weak ae ooapared with $9 . ~ 
1111lli ona tU weak before. The largeat of laet weak '• of ­
fering a -- $16.0 ailliona et Public Sanloa Corlpany of 
Oklahoaa 3()-year, 3-1/4 percent bonde (priced t o yield 
3.07 percent ) - ia reported to b e aOYing alowly. The 
principal d•aD4 ia 1&14 to eoae fro• aadiua- and uall­
ei~e ineuranoe ooapaniee. 

'l'ha RJ'C took the entire $136 ailliona State of Arltaneee 
retund1ng bond• on February 27 at a price to yield about 
3. 2 percent. A nat1oD-w1de banking group wh1oh bad been 
prepared to b1d tor about two-th1rde ot the 1eeue on about 
a 3-1/2 percent coupon bae1a withdrew at the laat aoaent. 

Regraded Uclassified



·l 'J 1 

Secretary Worgenthau - 4 

IV. Pricin' and the Value or 
ax EXearptlon 

Secondary distribution or t he new 2 percent bonds or 
1943-50 is still tar from complete, and the marke t tor 
Government securities as a whole remains thin as 1t has been 
s ince the first or the year. It 1s thus d1tticult to draw 
any valid conclusions as to the yield dltterentlal being 
established in the market between fully taxable and partially 
ta~oxempt Treasury bonds. Chart IV compares the yield of 
the new bonds with the yields or outetand1ng Treasury bonds. 
Two curves are ebown for the outstanding i aauea: an opti­
ciatio one based on low coupon bonds with 2- year call periods, 
such as was used by Yr. Piser or t he Board ot Governors in 
prio1ng the new issue, and a very conservative one baaed on 
t he bonds in th1e area with the h1gbeat yields, irrespective 
of coupon or call period, such aa was used by t he DiVision or 
Research and Statistics in pricing the issue. Inasmuch as 
the opinion is widely expressed i n the market that the new 
bond should be regarded as a 1950 maturity (on the ground 
that partially tax-exempt bonds will be called before matu­
rity, but that taxable bonds will be allowed to run their 
full term) yields both to earliest call date and to final 
ma turity are shown for the new 2 ' s . 

On the basis of yields to earliest call date the spread 
between the new bonds and partially t&JO-exempt bonds ot com­
parable term is about 57 baala pointe when the optimistic 
curve 1e used, and about )a baa1a pointe measured from the 
conservative curve. On the assumption that the new bond 
should be figured to maturity (other 1aaues continuing to 
be computed to call) the correepond1ng spreads are 35 and 
17 basis points, respectively. 

The e ead which may be attributed to the taxability 
of the newprbond thus varies !rota as low as 17 to as ~ch ae 
57 basis pointe, depending upon various aeaumptions t to 

b d all with some author! ty - with respec 
may e ma e - tiall.J' t&JO-exempt the proper pricing of the new bond as a par 
aeour1 ty. • 

that the supposed necessity * It should be noted, howeve~, maturity rather than to call 
tor pricing the new issue 0 tor and thus creates 
ia itself attributed to the t~ai!000n~ieting or pricing 
a sort of tqua81-tar-d1tterenth than ae 8 7- year aecuri t7 • 
t he new 1eaue •• a 9-year ra er 
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8eoretarJ llorpntba _ 5 

CUrTe uaed in pricing Probable rede~tlon date 
a .. WIIed tor new bonda 

0pt1ll1et1o , Oon8erTat1Te 

(Peroent' ot ooupon) 

194a (Call) 

1950 (JfatUI'itJ) 

28 

17 
19 

'l'he truth 4Dubt1eaa Uee eomewbere within theee extremes 
but the w14a range IIIAkee 1t •er7 41ftioult to ·~ exaotl7 how' 
auoh allowance the market 1e now 11181t1ng tor the taxabil1t7 of 
the new bon4o 

V. Retun41ng of the Karch Kat~ritlee 

file pr1o1DC of the new .. ourit1 .. to be offered in e­
ohanp tor the -~ 1- l/2 percent note of Karch 1941, an4 
the rJ/f pa'oeat bond oalled for rede11pt10n at the eaM tlae, 
pr .. llllted a .,eolal. prob1n beoaue of the 41ff1ouUJ 1n 
eeU•t1na the all.o'ADoe to be aade tor \be taxabilltJ of th.l 
new i .. ••• file )li'Ob1ea wae .. t bJ Jour offering an 1Dter­
ae41de-tera boa4, an4 - aa a 1 baokatop• to lnaure the auooeaa 
of the retun41na - a 2-Jear note. 

Opealng b14a on hee4a1, rebl'ual'J 25, were about 101- 20/32 
tor the new 2 coent, 1-9 7ear 'l'reUID"J bond, and abod 
100.11/32 tor new 3~ percent 2 7eer note. rroa the open-
ing the prioe ot the bond deoUned etea4117, 'llh11e the prioe 
of the note roee. At the oloee on 'J!Je•4a1 tbe prloe• of the 
new bond an4 the new DOh were the .... (~tV). On 
'f•4n .. 4a1 tbe new eeourl U•• pined, on baoe, tbe bolld 
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leG'otiii7R I ..... , 

...... ·-- ... ., al.Qo ... , ·- pelat 41IP1IIa 
~be cJaJ na 11'1• feU 'Mik apta te .that of Ute DOte. 

Aa a ro•lt ot Ute oftmq of a note toco1:her 1111:h tile 
bond tho I'Oha41J11 -. at 110 tiM 111 4ancv. After t1w 
t1r•' ho hour• of tl'adiq, •• Ute Obart IUIP•t•, the ao~o 
wa• al~• worth a llllllaua prioo of about! 1~16/32. u 
the pr1oo of tho bonA had falloa below th11 pr1oe, r1pb 
would haTe 'booa OODToried late 1:bl DOte ra1:bv thaa b 
bond. Aa 1 t happou4 the prioo of the bond tw1oe 1'1-
ohetod upwuocl fl'oa tho Jll'loo of tlw aote, but nnv fell 
below U (ObarU). 

• Regraded Uclassified



- -
•• 

. , 
•I 

./ :w.. 
~ ~ f;: 

\\ I ~-v:.. 
• 
•I 

\ I\ ~ .. 
1\ .. .... .., 

... ~";1-y .. ~ .. ..... 
.. 

.. 

.. 
•10 

-I I - -

--
•••- n na •••- • •·•· Nenr•••• -- .... ----.-----·-It 4 I ... , 't. t --· -- --. ~ ... ~ .;:. ... ~ .~:"" "":' .. , ..... . • .. 

. ' 
• . 

t\ _.6!\'V:.. 
.. 

r\.... ~J.,t: y 
!::_ ···:; .: ... 

0 .. 
•I ·I 

-It ... 
-I • .. 

Lk;:;-· ........ c.u. .. n fl 
\. / ' ~ 

' 11 lJ 
•• .I 1\ ~' 

I" 

' " J 

' J--.... ,~ .,....,.c..... 

.. ... 
~ 

v 
•10 

~ 

- -· 1 t 4 I -· -· -. I 
It 4 J 

I> .. I • • --

r- ~ 

u • • II " -

,.. ... 
• 
• 
• 

• .. 
.. 
.. 

•I 

.. 

.. 
•I 

•I 

• 
• 
• .. 

... 

... 
• 

.. 

.. 

Regraded Uclassified



-...u 
~ '*UII 01 ~·Gl OF Au LONG TDM US TII!AIUIW 

ANO .IWUH)I OF HIGH GMoi Ocar llitA:rl lloNOI 

J ~~~M.¥ .. ~~~~Y . . -~~~~~-~ 
·-- ~ PIJ"-~~"'" .!....~. ~..1., ~ .. l..J :--

• 
•• • • ! ll"' I~ ~ " • u 

:r rv 
u • v "' • ~ ._,_,__,. '"" [J_ I 1- l'•,.... .. -._... ...... .. .. 

' fl 
"""' .. .. v I'-J..._ II"' 1- .. ~ ~ .. 

\ 
,.. v \c.,_.,..,. .. •• 

u u 

•• ... 
.. .. 

, .. 
... 
... 
.. 
... 
• -

· ~· - ..... • 

~ LY .. ,. 
I' . ' 
~ ....... "'"...,. l.r~ 

.. 
u 

.. 

.. 
~~ .. 1'- r-

u 

u 

u 

.. 

.. 
... 
M 

.. 

... 
• • 
• . • . . ,., . · ..:. 

,,~, . ... ... , 
··-

Regraded Uclassified



... 
1 -0 

II 

·-· 
·-· 
••• 
• 0 

••• ... 
ClNT 

••• 

• 10 

0 

COMPARATIVE YIELDS O F AVERAGE O F A LL LONG TERM U S TREASURY 

AND DOW- J ONES AVERA GE OF MUN ICIPAL BONOS 

.-::-, h 'l ·r r11"r ,.,.,,,l,·;r o1'('i' 1o'lr ; , •,• h ~-. n-o-'l o 'o '1-. h-7 .. ... .. .. . ..... ... . ,., .. , 

""'9- • <-,_ • .,_ .. _.__........, 

' ~ ~ "" _,. !V 
II 

_,. ll":' v r-.,. 

h V" "" l\ 1- r"J' L " \.. I " 
r., " 11 1--v 

h / 

1\ K I 

I ' J'NMty lO-Y..-~kJ,oi • .,.d• 

i IL I 
I 

I 
1 f'\ I'IOtffer.nfiol· 

,... ..... r-. / f\ / "' .......... -~ ~' 

• - MM - oa - .... - ... • • --. ...,. :.;- - - - .... -.... 
...... ...., ... ,_, _ ., ....... ...... 

-""-

-

......, ... 

-

... 
1 .0 

••• 

••• 

••• 

... 
GUIT 

.. 
• •• 
• 

·~ 
Regraded Uclassified



500 

COMP&IIIOI OP 

UILM Or 
tna.o or 

P&I7ULLY 
Ill •• 711&1UIY 1011 1171 

7&Z•IZIMP7 tii&IUIY lOIII 

-.-.c._ ...... ...._.-..... 

''"" 

'·' --r Vocu "' C.U. 
_j_ ••• 

1.7 

1.6 

L 

/ 
f.$ 

1.4 

./ 

~ 
l ool 

f ..Z 

f. f 

1.0 -
_ , .. _,., .. _ .._.,.._. ___ 

, ... ... 
n .., ... 

.... _ 
YICLD '0 MAtUaltV 

\ I •• 
• 

I .. 
0ooooaowATift - ... ~ I 
~ ~ 

v' ~-

.7 

1,6 

/ 
V' 

A a.. ....... -

.... 

lool 

1..2 

'·' 

1.0 .... ·-
, .. 

Regraded Uclassified



IOi t 

IOit 

IOit 

101 

I oat 

loot 

ICIO 

1\. 
~ 

__....... 

BID PIIICBB OF NBW TIIB48UIIY 88CUIIITIB8 
llourl71 ......,. a- •. INI 

~a-·- 1s, •-·so 

'\ 
............ 

......... 

~ V' ~ ...... v / ....,--
'I ~ ~ 

~ \.... lllno, lk- IS, I MJ 

,...---

10 II 12 I 2 ) • 10 II 12 2 ,_25 
T I lit r-M 

.... 
IOit 

.... 

.. 
- ... 

... 
roat 

J • 
,. 
, __ 

Regraded Uclassified



- -
Traa.ury Dopart.ent 

Divieion ot Monetary Roaoarch 

De to ...... __ . ___ 11&r!!!l_.!!_. ____ l9~ 1 

To: Secretary llorgenthau 

From: llr. White 

Subject: Financing ot Argentine !ood 
lhipmanta to Spain 

J 

Cable adrtca fro• Buenoe Aires i ndi catea 
that the Spanish interest in the Argentine 
Electricity Company will be ueed as t he 
eecuri ty tor the Argentine credit to Spain 
to finance 'immediate ebipmenta• ot •eat 
and wheat to a value ot 35 to 40 million 
peeoa (about $10 million) . 

This is the first oaae wh1oh he.a come 
t o our attention ot Argentine acqu1a1t1on 
(probably only ae collateral) ot foreign­
owned enterprises. Possibly t hese eeouritiee 
can be reeold in the Argentine capi t al 
aarket to acquire peace to pay Argentine 
grain and ~eat producer•. But apparently 
they are to be ueed only ae collateral • 

• 

IIR.IIIUE.. 
Branch 2058 - Roo. 208 

502 
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11neatllo 

l'lo&D 

w.... .. 
lla\el .......,. U, 19111 
.... , ,.u , ... 

...,.~, .. unoau• llaroll , .. ,Ia r.qail'M :trUlala -~-· 

boWaa ,_,,..,_ .W.rl- .-!\loa euu""'r ,_ wltlalll-

-\la a\ tlD4 prloea. Pretar..t a\oan .a..n .. power ltpt n .... 
ol.M'rk -..,. alaue tl ... - a\oaka telu4hl ••·r«e Je\lalo­

Cid'plor aleo\rlo bollll ala&ft Clneral Motor• la\loul. CU:r Jak bpa)Uo 

loooq •\lolllll P-r Llcll\ Ual\o4 S\aha 1\ool Oow..-a\ bate aloft& 

la_ .. 

:.. . 
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leon\aq of 1\a\o, 

•.ut.actoa. 
10, ...,.... u, a ..... 

~.S. •• L 

JlaW .... U,lft& 

.... & 1101 .. .. 

&a ot ...,.... 1 tile h4enol ... rn hK h report.& 
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RISTRICTID 

G-2/26S?-220 
No. 3)6 

II. I.D. , W. D. 
llarch 11, 1941 
12:00 • • 

SITUATION REPORT 

I. Western n.eater ot 1Tar. 

Air: Ger~~~&n. Daflight activity on the lOth was 11mited 
to attacks'Oii ahipp1il/i. Last night a heavy attack was made on 
Portsmouth. 

Bri tisb. On the night of the lOth-11th Cologne was 
heavi:Qt attacked. InVasion ports, including Breat, Cherbourg and 
Boulogne, were also raided, 

ll. Ballran n.eater of War. 

Ground: Bulgaria. No change. 

llbania. Tho Italiano report patrol action by 
the ninth ancy- and artillery am local infantry action by the eleventh 
ar~ in the Tepelini sector. The Greeks report they have repulsed 
strong Italian attacks along a widened trent in the central sector 
(Tepeleni-Klisura) . It 110uld appear that the Italians are preparing 
for a general offensive. 

Air: Normal close support operations in Albania. 

III. llediterranean and African Thsnters of War. 

Ground: Abyssinia &;Ethi1!;). British forces have captured 
Da.mbaeha ana are threateiillili lira cos 32 miles to the southeast 
on the road to Addis Ababa. 

ot Giarabub. 
Libza. llinor operations incident to tbe siege 

Sea: '!be British report an Italian cruiser has been tor­
pedoed and&I..ost certainly sunk. 

Air: German. Harraasing attacks in the Bengazi area. 

British. A rather strong attack was ll&de on Harrar, 
Ethiopia. 

Note• n.is .tlltary situation report is isaued by the 111Utary In­
tiiiigence Division, General Start. In view of the occasional in­
clusion of political intorma.t.ion and ot opinion it 1a claaaitied as 
Restricted. RESTRICTED 
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