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sa-u u. Un1t.ed Stat.ee at. art¥ t.aa be taced catn !Oitb tbe -·u~ 

or eontrolllns an:l adnlniaterins aneot;J-alien propart)' in tllh COIDit.rJ', t.be 

experience ot this Government durinG the !iret •• orld 1\'ar would be a helptul 

guide to policy. Vli t.h this in !'lind, the followinf report on the Office or 

the Alien r roperty Custodian baa been prepared hy l!r. Lawrence Hebbard, 

At the peal< of hie activity in 1919 the Alien Property Custodian was 

adl:dnietering over 32,000 t rusts vnlued et nora than ~.soo !Jillion. SUcceaahe 

post-11&%' lr.wa (notably the I'J.n.s1011 J.ct of 192) and the Set.UeMnt ot 'liar 

Clains Act o: 1928) reduced the value of t he trust& to S2?S r:d.llion in 1?2S 

and to ~ m1lion in 19)1. In 19)4 the adr.d.niatration or ""'"'~)'-allen 

property was transferred to the Department or Justice, which in 1941 still 

has cuotoc\y of property - almost entit'01y in OIUih -- valued at : ?3 l'lillion. 

The net cos t to the Governoent of the udminiotration of alien property 

!'rom 191? to 19)) waa leas than $150,000. !Juring earlier yeare Congreaaional 

appropriations supported the Office but the proceeds of a smell administrative 

fee le'ried against the trusts yielded an i .ncome au.t!icient to cover &bloat 

all the total adlliniatrati ve cost or s01l18'11hat more than &a 1111111on. 

2 

1he CUstodian 'rigorou.s).y located. an:l took contro>. or Gel"JD&n and other 

en~ property in the United States. <here the enem;y-allen interest exceeded 

SO percent, he aanaged the coq>anieo (except insurance co.,.,aniea, 'IIIIich were 

regulated by the Secretary or the Treasury) . other property was administered 

by the Division of Corporntion l.lam.g81!10nt or euporvised in the rom of truata, 

uauall.y through aeency banks. The ori(;inal J.ct had intended tholt the Custodian 

be a conservator of enem;y property, but during the tenure of office or the 

first Custodian the Act was L'38nded to perlllit bia to sell patents and other 

property to Aaerican cit.bena without reprd to the wishee of e~ OWiere. 
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~ ......... ~-\Ill.._,.. of,, ...... M tM 7 '..a 
rouncla\iaa for 12'10,000. Slaoh 1oat\end ftldlnae u 11 nathhle, putl­

l&rly in tM Cllelll.cal Found.a\1011 CUlt indlNWI t.hat. ~t.l to t.bl 11111111'­

allon ownera in general did not repreaent tho! full •alue of their propert.J. 

There aeeN to huve been much loae irresul&rit.;y in the aeilure of 

ena~ property ttuon in its edr:linistration and dispoaal . The c.,..,troller 

General, who invoaticatod the a<!clniotretion of the Office in 192S b;y order 

of the rreaidant, reported that accountinor procedure Md been lax, tanda 

lw:l a0110t1aes been htJ!dled illep.l.ly or ._. tetull;y, "'!'Orting to the Preaident. 

had not been accurate, and there had been 1n.autt1cient awreciation of the 

t.ruateeahip character or the Office. 'nte ilepartllant of Justice is still 

engaged in atter.~Ptinl! to recover funds paid out. unde1· allecedly irresular 

olaiu . 

H. D. fohita 
D1 rector of llonttlrJ Rltaearch. 

3 
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Proviaion tor an allen propert!• cu.todian ,.. !Jide in tlw 'hwl1nc U tb 

the Enemy Act, "hich "as drafted by tho Oopartmont or Juatice and signed 

October 6, 1917. The Act provided for the delegation by the President or 

po>Mrs to take cuatody of and to 11dm1niater enetQf-cnmed cuh and otber usete 

1n the Unit.od States and its territories. .• detailed account of this enablinc 

legislation 11111 be found 1n the next section or this Enorandua. 

'Ibo tuk of discoverinc; eneqy :>ro:-ert)' .. ., pursued fl1 th great "fi(or . /.11 

intensi "' c~q~aign or nenpaper advert1a1nr was cunduct.od to explain tlw local 

necessit)' or reportins enem;y property, £nd this waa tollOTled b)' d:1 rect corne­

pon:lenoe 111th a.bout 2001000 lall)'era, postNatare, Gnd other persona Ukely to 

be .informed conoem1nl! enemy propertr. The C81llpail!l" "na continued after the 

aml.stice, and over 35,000 reports ware recei-ted b)' Februnr;y 1919. The 

Cllatodian consequently held more than 32,000 tn&ate 1n Febrwuy 1919, haTiftl! 

a ..Uue exceediftl! ';502 ailllon. De estiJIIi<ted the value or aoee unappreiaed 

it- at an additional $200 cilllon. 

The original act intended the CUstodian to be prinarUy a conservator ot 

•n«Q' property. lte r.lS not pemitted to dispose or P:I'O!'Ort)' except to prennt 

deterioration or ita vcl.ue. lio'llever, tloo tiret Cuatodian, lir. ;,.. U!.tchell Palaer, 

held the Tiew th4t the larger Oerman-o•m6d in<lustriee - particoW:rl)' the 

Chemical interests - •tere "bostile induatrial armies" in ~rica, to which 

•no obligation vu 01Md" . This attitude was influential in -at')'in& the 

spirit or the law. An ..-dant or llarch 28, 1918 ...... the Clutodian tlw powr 

ot e-Mral sale ot properties, aDd on No....,.r 4, 1918 be .,.. giftll tlw ~ 

to MiM patente, tra.--nca, Uld CGPJrirhtlo 
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Ill~ ot l' .. , ......... 
Und8r tM new .,_ ... t.be OutocliaD proooeded to 0 Mp\ul'l ...S dnt.rv, U.. 

Oei'MII induatrlal IU'IIf an loMrlNil aoU• b.F cliopoe111J or larp bloolro or 

1~ property to Allerlcane . fy October 1921 ower 6,000 patente and 1,000 

trado.-rlca bad be<on sold, or wtd.ch 4, 'JOO and 87), roapective)J-, bad t.e.n aold 

to The Checie4l ?~tion, (Inc.), wtd.eh had benn tonood apecitieally to 

5 

biiY and hold theo. The Chelllieal Fbundation (In-..) paid abcut (.2'10,000 tor theae 

acquisitions. 

President Hardinr, on July 1 , 19:!2, asknd thn third Custodian (Thomaa 

lt". Uiller) to order the Choaioal :'ounc!c.tion to return ite pctents to the 

oaw..-nt. ut>on the roundation•s retus4l, suit 'llllll institut.<!d in tba Delaware 

u. s. lllatrlet Court, and later ecrrled to the SU;lreoe Court. The Cheaieal 

Foundation was sustained in its refusal . 

The Justice De;"rt.cent contended in its end&.wu: t."lat the orders or 

Frank L. Polk, to llhom the !'resident bad delerat.ed his pouer to pemit the 

CUstodian to make non-public ealea , were prepared by the Chelll1eal Foundation, 

lbich 1118led Polk; that the aoen<icent ot Hovec.ber 4, 1918 wu rushed tbroueh 

atter the anlistice with /,uetria-llungary on November ), 1918, &nd resulted 

hoo a rear o! the JU:terican cheaieal industry that post-.r <Ieman coapet1 tion 

would kill their liOnopolyon the Marlcet; that E. I. du Pont de llemoure Co. and 

National J.niline end Chemical Corporation each supplied a patent attorney; that 

thesa attomeya "ere placed in the Patent OC1'1ce Ill() obtt.ined special pel"'ll1aaian 

to rorlc nirhte :md Sundaya, eoq>illnf: a list o! patents deeired by the ..,.rlean 

elllllieal induatry; that thie list >.u hcnded to Ute Alien Property Custodian, 

who used it as the buia or aale to u,., Ct.tmieal Foundation; that the ),880 

patents sold in .t.prU 1919 had an aVal'alJ& lifo or 6 yoare 1 that by 1925 tho 

patents , etc. !or which cbout ~:nl,OOO had been paid wore yielclinc on annual 

incOM or over ~)00,000, 
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D1 vision or l.onet.aJ'7 
Resean:h 

The eo-called Winslow Act 11as passed on !larch 4, 192), provi<tinc for the 

retum ot all unsold and unlicensed patents , trade-aarks , etc ., and for the 

retum of all property to the extent or $10,000 out of each trust , ancl for 

tho peymont , fron1 •.arch 4, 192) , of t he i ncome from t he trusts ( 'lri.th some 

deductions) to an extent not exceedint~ l,lO, OOO o.nnuelly per trust. 

On April 10, 1925, two days t fter tho resigootion or Thooos w. l'iller 

as Custoclian, Prosidont Coolidge requostacl an invontirotion of the Alien 

Property Custo<!ian ' s office . 'i'he re:10rt of U>e investiration, t.ltich wns under­

taken by tho Cor11trolle r General 's office, WM sul:Gitte<! to the Senate on 

Decet.:ber 2:!, 1926. (Sen . :;oc . llo . 1C2 , (l:;th Coftl:re~~ . 2n<l session. ) The 

reoort <11Gclosod that: there Tlas no t.ccountant in an t.cllo1nistrative position; 

cash nccounts C:erived fron tt;o sets of bool-s disn~.<rood "by several millions 

of dollal's"; 1'\ln<!s Hero h&nC:lod illo:;ully nnd l'IOOte'.'ul!y; t he annual reports 

overstated tho docreo to >~hich the trusts ~>ere beinll uound up; in P,eneral 

tho office ~1111 not m&nagecl tdth sufficient efficiency. This r eport is dis­

cussed more fully in section IV . 

The Settlecent of l.ar Claias /.ct, signed on dan:h 10, . 1928, provided for 

a general repayment of the funcls still held by the Custodian (and not under 

litigation), except that 20 pen:ent of every au"' otdnr, to fomer enemies was 

to bo paid into the special deposit accounts set up for the payment of war 

claims allot~ed by the Mixed Clair.IS Conrdssion . The value or the t rus t s hel d 

by the Custodian n&s consec;uently roduced from S26J million in Deceober 1927 

to (,82 nillion in OJeceol-er 19Jl. 

The dut ies or the ill en ~ roperty CU3~an liOre transferred to the 

Attorney Goneral on Juno JO, 1<;.34, pursU411t to Ll{ecutive Order llo . 6f:/?4, 

clatec: ~· 1, 19)4. The personnel ancl functions of the abolished office 

'<eN> transferred to an ..lien f ro:>erty 1:\1 reau o~ the :Jepartoent of Justice, 

6 
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~~-• bJ Cll'der ot u. Atto~ a.nenl, ~a, 19)4. !lib ~ u ..... 
tM c11not.1on or the .. siet.ant 'ttoi"'IIJ O...ral, Cl.C• 1Ji'w1e1on. 

8)' Ji:Xecutive Order 110 . 8lJ6 of lily 15, 19)9, all pcmera vested in tt. 

Preeiclont by the Tredinr. Iii th the ~oey Act were clolosatecl to the Attorney 

~nerel or to the Aeoistant Jittomey Oenorol in cher&e of the ClaiM 

Di'fidon. 

The 19LO re~·ort ot the •. ttom~ Oenerol ohowed that 16 cases Yere pending, 

invol:rinr "quootions of cituenst.i;>, or jur1adict1on, or reo juclicata, and of 

l'rallcl. In e&:~e. Udo nation sboulcl ever ar.D.in ho .. oecaaion to sebe ""<110' 

property, the decisions 1n these ceseo will constitute i..,ortant. precedentl. 

n aa:r be r.nrl<ed Umt these cases are even now a revealing CO!WIIItlry on 

the adminiatrotion or the Traclinr •tith the ~my J.ct over the years; they 

show that there wore far fewer irregulari tiea in t'lu oeizure of property than 

in connection \'lith it:s return otter tho war." In one ot the cases, (Societe 

S\due pour Velours de l!etaux .! Clllllllince) the Oovem.nt waa auing tor 

t6,967,ooo, acquired by the c~ un<ier cla1ma which ure allagedl.y •tala• 

and that their allowance had been secured by the bribery or to~r Attorney 

General Har17 11. lleullherty, and fon:oer Alien Property Custod15D, ~ r. lo:lllerl 

n. Author! ty tor and Powere of the ottice 

1. .AMriotn Polley Prior to 1917 

Before 1?17, the United States blld taken the t.ttitude th&t en"ey propert)' 

ahoul4 be protected. ln .30 troatiea with toreirn pcmere, entered into bet-n 

1778 and 1087, the Unitecl States had a&reecl to tho principle that eneey 

nondente t. allowed to pursue their busineaa and be protected, or ri.,... aq>1e 

One aucb treaty t.1.tJl Pruss a -.a in effect 
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..._ ... ent.ered tile -.r • ., ... , ,at tllet U.. aU tile...,... .. ~ 11114 

tekan cutociJ ot eniiiiF proport)'. (liM- 1 to \lila I'OpOI"\ tor tul'tllor dl.l­

cuaaion ot pro-1917 poliq.) 

2. 4\ltb9ritx Vpitr the Qriginal tm4iy lith tht liMy M;\ 

.u was pointed out abo'fll, the original act intended tho Cl&atoclian to bo 

a conaenator ot 8ftiiii\Y property. Tho salient pointe ot sec tiona 6, 7, 9, 10 

and l2 or the orif'inallct were u ton- a 

Section 6a "Tbe Preaiclont 1a aut.borised to appoint, prescribe tho 

duties ot, and t1Jt the •alarr (not to axcood '-S,OOO par -•> ot u ott1c1al 

to be lmcnm u the alien property cuatodian, who alwJ.l bo ....-reel to recai'fa 

all (eft""'l') 111011017 and property in tho Unite<! Otatee • • • and to bold, ad-

minister, and ancount for the •- under the caneral direction of the Praaident.• 

A atatt wae prc'Wided tor and an annual report required. 

Section 7a •Eftry corporation • • • wncorporatecl aeaociation or 

co..,~, or trustee •• iemnc aharae or cart1t1catae npre-tiJII benet1c1a~ 

interaete lhall • • • '111 thin 6o dQa • • , tnnel!l. t to tile alien pro part)' 

custodian a tull list ••• ot anry otticar, director, or atodcholdal'! !<..-

••• (or t.hou«bt) to he an enea;r or ~ ot enea;r •• • together '111 tb the 

lliiOUnt ot atcck or abarea -.ad by each aucb oft1car, direc~r, or a atoclc­

holder, or in 11111ch he baa ~ interest.• S1ailar reporte were required of 

all persona bol.41nc any property tor •nero' aliene. 

Section 9• llon-eneaiea "ho b&.d claiN againat cuatoclian-held 

property would be peiWi tted to tile tb .. e claim, and the Preaiclont, "'111 th the 

a11ent ot tba owner of said property and ot all pareone cla1111ng any rirbt, 

title, or 1.nteraat therwin• could eatiaty the clai.D out of the property held, 

' 
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teru or ue. n" percent ot tbe proceeda were to lie peld 1Jito a t.zut 

1\md. At the end ot the •r the owner ot the pat«<t cou14 w e tor NOOftJ'1 

ot royalties and theee could be paid out ot and to the atent ot tbe trut 

1\md established. 

Section 12• ·~ _,. •• • paid to • • • tbe allen property 

CIIStodJ.an • • • shall be derosi tod in the Treuur.Y or the Ua1 ted States, and 

9 

may be invested o.nd reinvested b:f the Secretary ot the Tro&SUJ7 in Uaitod States 

1x>nds • • • • lll other property ahal.l be sate~ beld and ede!n1atarecl 

by ( tbe allen property c"QIItodian) and the Proaident 1a authoriaed to 

desirnato as • • • depoei tariee • • &117 banks or tNst cCIIP&Diee • • • ( 'llbich) 

shall be eq>owred (to hold securities and propertiee and) to collect &117 • • 

inccoe that~ coae due . '!'be alien property custodian ahall be Teetod With 

aU ot the propertioa of a c.,..,n-law truteo • • • (axcept u nprda ~) 

• • • and 1l&:f aanap aucb property, ••• and .Ue any diepoaition theroor, 

by sale or otherWise, • • • it and when neceesar,y to pre..nt wuta end protect 

such property to the ond that the interests or the Uni tod States • • • or ot 811Cb 

peraon aa nay ultil:lata~ bec0110 entitled thereto, 11&7 be proeenod and .. re-

1\lUded. • 

•It shall be the duty ot ner,y corporation, unincorporated u.ooiation, 

or co..,any or trustee • • • 1aau1~ shares representinf! beneficial interoate 

• • • to transfer such shares • • • v:>en ita books to the nane ot tbe alien 

property custodian ~ d-...1, acocmpan1ed by the presentation ot tbe ce~ 

Uti cates .:bich represent such shares . • 
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3· zr·!rntf and Onltn IIJl.trcip 1jM Apt.bgrltv 

a . The President. billed an Executtw Order (Jio, 2813) 011 MNaJT 26, 

1918, deolarin& t.hat. any d.and iaeued bJ t.be Cunodlan tor ......,.11.7, wbatber 

dallftred in person or b7 u1l, abould "fort.bwltb net. in the Allen Prapert.:y 

cu1t.oc11an such right, t.it.la, and int.are1t, and utet.a u 11&7 be included 

within the demand". Thie aade poeeible the leisure of PI'OP'Irt.7 which wu 

thought t.o be enea~Y-otmed, but which had not been delivered up t.o the 

Cue t.odian . 

b. On t'arch 28, 1918, the Act \'IIlli &Mnded t.o ellow 1ele1 of P'l'QPertiee 

tor reuona ot.her t.han conaemng their va1ue. This wu done b7 st.r1T.in{! Oat. 

the claun ot Section 12 11hl.ch pro'f'ided Uw:.t sales could be nade only 

•. • • it and tmen necessary to prevent 'II!Uit.a and prot.act such propert:y, and 

to the end that. the interests of the United Stat.as in such property and rights 

or of such pereons as aa:y ultiutel:y beeoce enti Ued thereto, or to the pro­

ceed.a thereof, a:y be preaened and safeguarded•. 

The eenct.ent. placed lim tat.ions on the aale, bownrt •. • • an:y 

property sold UDder this Act • • • shell be sold onl:y to Alleriean ci t.isene, 

at public s&le to the hiShest bl.dder, •• • unlea• the President stet.ins the 

reasons therefor, in the public interest shall otherwise det.anoine•. 

c. Pin da.Ja later Preeident llilson issued an Execut.in Order (No. 28)2, 

April 2, 1918) pen:d.tt.ing the Cuatoclt.n to make non-public ules of seised 

Mrehand.iae and personal propert7 to the extent of $10,000 per s&le. On 

Jllq lS, 1918 this power was extended to include securities, re&l prcpert:y, 

option•, etc., by Executive Order lfo, 2914. 

d. J.ra 111:181\dlllent to section ?(c) or the ict, approved November 4, 1918, 

added to the •aoney or other property" 11hl.ch could be sehed, the followin&t 
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~t.nt., cQP11'1cllt.a, eppUcat.t.- t.bllntor, and rictlt.a to~ tor t.bll -· 

tred-*•• ~·• in act.1on, ancl rirbt.a ancl cla1• ot .... 1'7 olaNot.ar ..S 

cleecript.ion. • It. turther proviclad that •, • • t.he eole reUet • • ot e117 

person havint! any claim to any • • • _,. or other propar\y • • de1hered 

11 

to the Wen Property Cuatodian • • • in t.he event of eale or other d.iepoa1-

t1on • • • a hall be 111111 tac1 to • • • the not procHC!.e reco1 nd tboret.- • • • • . 

1beto pro'rlalona opened the path tor a concertacl effort to eliAlDat.a all 0.~ 

influence t.- the ct-ical induatl")'. 

•· By Eocecut.1ft Ord.er llo. )016, datacl Decenbar ), 1918, tbo Preaiclant 

aaeicnod to l:r. Prank L. Polk ('lObo waa CoWIIIellor tor the State Dep&rtaent. at 

that tica) hie power to pemit saloo without !'Ubllc not.1ce or public auct.1on. 

Th1a ia i~ortent in th4t it l1U J:r. folk 11ho authorized the salea ot patente, 

etc. to The Chellical Foundation (Inc.), by an ord.er or l"ebl'UQry 26, 1919. 

4. AQtndm'nta and Orden Reducing the pqunt ot Propert.x Held by the euaw' m 

Tbaae _..w.ente have been tumtionod in the d.iacuaalon of the b1ato1'7 or 

the ottlce. They were, in re'rlewt 

(1) Tbe f.ina1011 Act of ilarch 4, 192), llbloh provided tor. the retum to 

fozwr .nealea of property to the extent ot t-10,000 per trut account. 

(2) the Sett~t of !iar Claltw ACt of !!arch 10, 1928, which provided 

tor the return or ~percent of all tzute not in'fol'reclin l1t1pt.1on. 

()) 1be Executive Order (No. 6694) ot Uay 1, 19)4, aboliahint! the ottlce 

ancl tranaterriftt! i t.a duties to the DepartDent or Jllatice . 
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Yariows Goftn.ent apneiee .Unci with tbe Wen Pn!pert7 CU.todian tM 

tusk or acquiring, eupemainc n dlepoeinc or 8118110' propert7. Thie 1l'lwol'fld 

discovering the onllllf property ~d establishing cleim to it, M!Jitlininc e~~.~­

tod7 over and uneging the various parcels or propert7, hearin« cleiae aca1net 

the property, ..,d selling or retuminc the proport7. 

A Bureau o! Inveetiration or the Cuatod1an1e office, cooparetinc with 

the Secret Semco, postmll&ton, intemal revenue agents, etc. •• chllrged 

w1 til obte1ninc intomation releti vo to one~V-elien property. Ita acti vi tiee 

are described aore freol7 11'1 tbe next section. ~ wu stated above, the 

Trad111f '.!1. th tho Eneeo' Act provided the p01ter to cl.ain the property, and an 

Executive order ot l'ebruaey 26, 1918 established that ~ demand delivered 

in rarson or by mo.il "shall rortlnlith vest in the J<lion Property Cuatodl.., 

euch right, title and 1l'ltorest, and estate as eay be included withil'l tlw 

denanct•. 

The property wu managed b:r any or several agencies, depandinc on 1 te 

nature. Cash ,.s delivered to the Treasury where it was invested in 0ofti'IIM!It 

bor¥11. Sbipa were delinred to the Shippinf foard and to the Ha"7 and AI'III)'J 

tbiJ uno carried on tlw Custodian's books, but were not under bia control. 

Insurance cocope.n.ies ure regulated by the Secretary o! the Treuur:r !roa tlw 

outbreak or war. Corpora tiona, real estate, securities and miacellaneOWJ 

properties were under the control o! the Custodian and were .-naged as ·~ 

in section If. 

ClaiDI against propel't!' were rewiewed by the Custodian's office; ~wr, 

in letor years all suito b:r or q;ainet the Oowm.nt !or U~DW~ta exceedin« 

'.lo,ooo '""' trcnatorrod to tho Dr,lortoent or Juatice. 
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~ ot p1 ap11 to - ..s.nak• 1rT U. o.nodl.eta aft'1oe. .... M" '1-

:saUon ot SactiCIII l2 ot the .&ct U daeoriW aboft. !lie ~ aoW C111 

the advice ot a Salling 114Y1eory C.-lttee ot n.w - · All aalea 11M to be 

public and coq:>eU Uft , except that tbe Preaident ooulcl, w1 th atatecl reuona , 

per,.H privata ulea. An ExecuUve Order of April 2 , 1918 pel'llittecl privata 

sales of tnatl valued at less than $10,000. In l92J, when the 'llinalow Act 

wu pusecl, this waa incrauecl to t>so,ooo. Durin, 1918 and 1919, tbe 

Preaiclant' a powers of pel'll1alion were delacatecl to Kr. Franc t . Polk, wbo 

wtllorised the aale ot patents to the Chnical l'ounci&Uon (Inc.). 

Return of property 'I'IU undertaken by order of the Preeident t.hrourh the 

ottice ot the Custodian. 

IV. OrganizaUon and Aclr.d.niatmUon 

AlthouGh Ot'{laniZ&tion could have been il!'q)rovecl, irregul.aritiea in pel'­

!oraance of clutiea ""'" probably clue t10re to lax aciMiniatraUon than faulty 

organitat.ion. 

The Cuatodian vaa roaponaible direct-11 to the Fredclent ancl reported 

~ to hil:l. He coulcl delepte powers. In 192S he Mel a atatf ot about 

200 nplo;reaaJ this m.bar dacreued aa the burclM'I bec .. e lightar 1n latar 

:rears. 

,. t'1ret Custodian div1ded hia atatt into the following buruut 

In.,..Ugation, TNata, Salea, Law, Aucll.ta , J.dminiatration. In th1a ea r lier 

orcaniaati on tbe Dureau of InveaUration ancl the .t.dv1aory Salas coam. ttae 

are of epactal intareat. 

The 8laeau ot Inwauration, dropped troa later organl.aation, was ...tantly 

v1eoroualy r.dtdn1atancl. It vaa haadecl 'II!' P'rancia r . oanan, anc1 bed t.be taalt 

ot ciiacoftrin; &MIIQ' :>ropert;- which could be talcen o.er. llel!spaper Pllblici t7 
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- IIMd \o eJIP'eSn U. An, llld \o .... U. 1.-..1 ••••1'F et I 111rt'• ..... 

propert7 w taw eu~. !hi• - atteottft 111 u. ... p~ - · 

Howner, abolat t.wo-th1rd8 of the eneny ;>roperty diacOftNCl wu found t.laweb 

wrl.Unt lot.tere to ,enona who \;ould aoat. likely haft infort:~at1oo. I. ftro,_. 

letter-contact c~gn 1IU und.ert.al:en, und.er .:hich a letter \J&8 ao::dntaaecl to 

every lenyer in the country (100,000), selected patent. at.t.omeye, awry probate 

judge, every banking 1nst.1tut1on, eYery building mid loan aeaociation (8,000), 

aYery real estete title can (2,000) , and every postueter (56,000). P1nall,:r, 

special inveetigaUona took place, most17 under IJr. Oanan in Hew Yorl< and 

uaing the Secret Service. These were directed at discovering e~ propert.7 

wbich bacl been concealecl bJ apecial sales or Njorit:y boldine• 1n corpor.tiona, 

etc. Joseph R. Choete, Jr., spent 16 100nthe •uneart.h11\i and AMricanhinc the 

Genoan.-ownec! cheN.cal incluatry•. 

Aa pointed out aboYe, the acquisition or property which heel been cliecoYerecl 

.... &CCOIIPli&hecl by a c!eeand tor the CUat.oclian to c!eli ver the propertJ to Ilia. 

An ExecutJ.n Onler or February 26, 1918, eatabllebecl that the r.ceipt or tile 

c!emanc! wee sutt1cient to vest the U Ue in the Cuetoclian. 

The t1ret CUst.oclian caintained an /.dYI.sory Sales Cocnittee, conaistint 

or the roU<minr fin oent Geort;e L. Ingralw:l (mo had torwr~ been a tllllber 

ot the appellate d1Y1s1cn or the !19\7 Yorl< Suprene Court)! Otto T. Bannan! · 

(preeic!ent or l'ew YoW. Trust Co. ); Clevelanc! H. llcdftel Denjudn II. Oriawol4 

(eenior partner or Drom !Jzothere, bar*ere, Ph1:u.de1ph1a); and Ralph St.o. 

(presic!ent, Det.roi t Trust C~). Their duty wae to ac!YiH t1:e CU.tocl1an M 

to the propriety .,c! prot1 tebili t7 or conteaplated aalea , and to inaure f e1r-­

neaa 1n sal•· !be t1Ye .a nued aboYe beceM the YotJ.nc t.ruataea ot the 

C'-ical FOIInc!ation ......, it •• ro....t in 1919. 
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BJ 1925 tile OJ'IIIIl•U• 11M M8lcJIIII iat.o - -w.u, tale foU,., .. 

eli rlaiona or bla,....,., 
(1) Oiviaion of Adrdniatration (hl'llonnel, purobaainr, diabunllnt, etc.) 

(2) General Counsel 

15 

(3) t'o.na{;1nf! Director (Supvervised troata, and ;>aaaed on cl.sial for ret.um 

or lltlllll parcels or Pror>erty.) 

(4) Dureau of Law (General litigation, property titlea, etc. ) 

(S) il1Yia1on of TN&ts (!dtlinia tared real estate, sec:uri ties, etc. held 

in trust.) 

(6) Diviaion of Claics (Passed on claiM for the return of property; 

cl.aiM onr 1,10,000 were delaeated to Justice Depart.nt.) 

(7) D1 vision of Corporation Managea~ent ( Nepresented the Custodian on the 

boarda of about 100 corporations. See bvlow.) 

Particular interest attaches to tho lil.vision of Corporation lianag-nt 

and the Diviaion of Truata. These hand.le<l, reapectl.Yely, the corpo,..tiona 

and the aeeurlt1ea (and other property) held by the Cuatoclian. 

The D1 vision of Corporation llanagenent adlnniaterod eMIIO'-alien inveat.­

•nts whore the et\81:1)' interest el':'Ceeded lS percent. This CIOWited to about 

SOO cccpanies. J.ra additional 100 c~os, in •lhich en81:1)' interest 'I1U lees 

thsn lS percent, •Jere turne<! over to tho trust ~clt11n1atrator. 

Tlhere the enea;y-alien cmner had a mt~jorlty interoat the Division assumed 

control or the corporation. The CUstodian 11ppci nted directors or canagel'll 

llho uere reapcnaible tor the teneral conduct of the enterrrlse and who •I'll 

under thA auperrleion of the chief or Corporation i.anagel:lent in T'.uhington • 

1'his chief reviewed recorda of directol'll 1 -tinea and financial sta~nta • 

The ~~&~~a&el'll .,d directors ... ,.. paid 011t of the profit& of tbe corpo,..tione. 
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llhere ta. n1111r int.ereat lq bwt •• 15 pera•t llld 50 peromt., ta. W• 

property Cuatoclie wu not nrpre_,ted 011 ta. baud ot direoton, except by 

courtesy or the 11111jority interest. frold.ea were 1.eaued tor the vot1Jif ot 

the Custodian' a shares. 

Fy 1926, or the SOO co~rurl.es adr.liniatered by the Division or Cotporation 

~o1:10nt, I.SG had been dioposed or as ro1101:s• 

Sold • • • lSI. 

Liquidated 110 

Retumed to Oflnen 112 

Still •acti ve• • • 82 

Total • • • • • • • . • • 458 

The Div1o1on or Truste supervised securities which did not represent an 

interest or lS percent or more in one cotporation. This division eloo •naged 

some real estate, and r.dacellaneoua properties . The so securities and other 

properties were paced with depoei taries - banks, ususlly - 'lddch ... re in-­

structed to act as collectilli' agente tor the Alien Property Custodian. '!bey 

also psid expenses pertinent to the properties held and deducted their or.n 

tees !roe the money they collected. The oonoy dell vsred to the t.l1en Property 

Custodian >as deposited 1d.t.b the Treasurer or tho 11n1ted St:l.tes, and sll but a 

worl<inl; hsl4nca r<a.s invested and reinveeted in 11n1ted :ltlltes Oovenment obli­

gations by tho Secretary of the Treasury. 

No definite rule for the sale of securities \'IllS worl<ed out. .1<8 shonn 

above, the oripinal het t:1ade tile Custod111n a trustee , >:1 th pcmer to sell only 

to protect the ~rinci;>U of a trust, end requiring penaisaion of the _...., 

owner before sale could be made. Later the ))O"r to Mite general sales wu 

trantect, end sales wre Dade witbout the OIIIISr's psl'll1saion. Sales were -.de, 
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c-rall)', 1.! till-- Ill ..... ._ :1-. ... 4 ...... 111&- a.. 

1'\lla _. aatebU ' •. W.. - ol tiiNe 'Jpela 

(a) Private Hl•, direotl;r to 1JIIl'ftdula, ,_... - to baft been 

much i'""£11lar1 ty ill the -r ill 'IIIIich theea aalell ""' carried on. 

(b) Saleo at public auction. These 010re aalea to liquidate the 

Ou:atodiAn•s holdinea in certain cor:>al't:tiona . 

(e) Sales on the stock exch::nco. Stocke end bonds 'n8re tr&DSterred 

!roc the varloue depositaries throughout the United States to 

llarrluon and Coapaey, or to Laird, Bissell and llead., ill lin Yol1c. 

Tbese ccqwlies effected aalea, and daposited tho receipts in 

sr>ecial !'uncia in tho NIIDe of the .\lien Prcpert7 Cuatod1an. 

In 19~5 the COII?troller Oeneral drew up 11 ne~· plgn or organhation. Tbia 

plan is not nailable i .n the published reporto , wt should be obtainable froa 

the COIIIPtroller General. Its salient pointe were as follows• 

(l) All legal wort: was coordinated in one division. 

(2) All aanas-nt of propert7 waa centralised in another d1Yiaion. 

()) All filing, stenograph,-, etc., was placed in the adlliniatrat1Ye 

d1Yiaion . 

(4) Tlta d1sbun1ne ollicer 1111a separated !rca all other d1Yiaiona. 

Tltis plan ~ out of tile inveot1cat1on of the adninistr&tion ot the 

Cllatodian•a office ordered by tho President in J.pril 1~25. The 1n..-t1ga-

t1on disclosed that thoro \:ere raulta both in the organisation and tho adll1nia­

trat1on ot the 6!t1ce. 

As tar ae Ol'ftan1&at1on was concerned• (l) There waa far too little iJI>ol'­

tence attached to (lccountin,:: procedure . For exarapla, there was no accountant in 

., adainietretift poet. CoaaeqQntl;r, the accountinc Mthoda -..re llxJ errore 

r.t •anerel llllllona of dollan• occurred. (2) 'ftlere was r-rall7 a lack ot 
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coordinat.1oo. Tbera - not autt1cient -t.nl1aat.1oo tor etticd.en adldnU­

tration. The dhiaiona in l"<&ehineton did not COQIIerate , .nd Minten&nca ot 

control OYer the tnustee odl:linistration ecatterecl onr the country waa dittioult 

and expenai ve. 

Other faults l'fere seemingly edm1n1strative, rather than organizational. 

1'1utre .:ll8 t;oneral laxity in requirlnc accounts to 1M' kopt, in de:><>aiting tllndll 

with the Treasurer or the llnited States, in liqu1dat1~~~: businesses and Windinc 

up their accounts , and in re;>ort1ng cccurately to the President. Scae of theee 

practices "are Nde easier by the lack ot autt1e1ent organizat.1on. 

As in<.ll.cated above, the duties or the Allen Property Custodian were 

transferred to the Attorney General on June )0, 19'34, Mild the peraoMel and 

functions or the abolished office 11ere tranerArreG. •.o an Alien Property 

Bureau or the Department of Justice, created by ordor or the Attomey Oetleral, 

JUly 2, 1934, Thia Bureau 1a under the direction of the Aasiatant .t.ttome:r 

Oenoral, Cl.aiaa Dhhion. 

By Executin Order No. 8]J6 of 1:ay lS, 19)9, all powers vested in the 

President by tho Tredill(l Tll.th the ~ /.ct •re delegated to the Attorney 

Oeneral or to the Aasietant Attorney General in char&• ot the Cla11118 01via1m. 

V. Tho Record of Cuetodianahip 

l. •rtF ntatrat1on to 1914 

Between 1919 and the abolition or the ottice in 1934, the truote ad.adnia­

tered deolin-.1 froro )2,000, valued at ~SOO td.111on (20 percent in caah) , to 

4, '100, val.u-.1 at about t;66 td.llion (a bloat ontirel:r in cub), 

In 1919 o otatf· of 500 waa utilised, at a cost or $900,000 per year. 

~rlnc the aucceedinc years the incc.e fros the t.ruata incnuod the total 1t1111 

Regraded Uclassified



-16-
II .tete Ill D ' U 

I • 

tor *lob the Cutacliu o.W Ill M1cl _-'lble, lid INFQF 'llllll1flll!*'l• 

or IOU or u. properti .. redaotd both till .-ba' IDil •lH or u. truw •l.cl 

bJ tn. cuat.odien. At t.be •- tiM the sWt ot ...,107"1 'IIU dacNUiftl ...t 

an 1n0raaa1ns fraction ot the ap-N ot the office ... nat traa e~~ar~M 011 

the tN.St.e, instead of rroa Con,resaional appropriations. lhen tba office 1ras 

abolished in 1934, the start nuobered 70, a.nd 'I!U pai<l entirely out of receipt& 

rrora tho trust-administration tees. No Conveuionel appi'QPrietion wu ~>&<Ia 

att.er Hovember 1, 192?. 

The tollowine table ehowa the 1oportant ch&nsee Wld.ch took place betWMn 

the oriain a.nd abolition of tho ott1ce. Preparation of a satisfactory atate­

Mnt of the coq>lete financial history of the office ie coq>llca\e<l bJ tbe 

<11fterant reporting forma uae<l by various CUat.odians. 

1918-1919 

not 
)2,296 "28,400 21,0'74 reporte<l 6,S93 S,S91 4,731 

Total ftlue 
(lll.lllone) G/.74 8310 $275 &263 (>150 ~ WI 

or which caah 
(llll.ll1one) ~ 87 $179 8184 $184 1)109 874 $64 

!fwnber of not 
eq>1oyeel S49 J./ reporte<l 222 201 186 12? 73 

.l,ppZ'QPria tion 
( Olouean<la) U, )66 y 8370 (,280 J/ f.! nil nil nil 

jJ or which 95 were in tba Bllreau or Innet1rat1on; 52 ot these were in 11aah1neton· 

Y or 111\ich onl,y t 915 thousand ns Dctually used <luring calendar 1918. 

J/ 1924 appropriation. 

f.! Arter February 1, 1928, all expenses were pai<l froa teea oollecte<l tor 

e<llll.nieterins tbe truata . 
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It 1d.1l be noted Ulet the m.ber ot tnan. edpl m •tei'Oid1 Ull U.il' qlae1 

dropped ll\lbetentiall,y etter tM \.t.lolr Act (1923) Ull eepee1•117 after tM 

Settl._.t ot liar CW. Act (1928) . 

The tabla on tbe tol.lolo1q pep •'- tbe reletift u.>ort.ence ot tile 

nrioua typee ot property aaaisnecl to the o!tice, "' to 19)). 

AJt the trusts 'lllllre graduall)' liquidated, cuh bee.- the prepondei'Mitq 

1q>ortant itsm. It was pointed ou.t in Section III above that tbe cuh wu 

doli vared to the secretary ot the Treuury, 'While 1110st other ro.- o! prcpert)' 

remained Wider the manag-nt or the Custodian. '!'he coqx>s1 tion ot the •cub• 
rw'ld di!>Oaited with the T~VUu~ renects the aannor in 'Which the alien 

propert)' aettleaent had been ael'lled into tbe cenerol t111r cW. aetu-t b)' 

the ACt or 1928. Aa ot Decellber, 19)), the !'lind conaisted ot the tol1011inc 

parts• 

1. Cash in truats requiring active 
administration 

2. T'lllllnty percent w1 thheld Wider the Settl-nt 
ot War Clai• Act ot 1928, troaa allowcl 
cl.a11m• 
(a) Cub held subject to call by the 

Secretary or the Treuury tor depoait 
into the Oenu.n special deposit account 

(b) I.nterest-bearlng Treaaury certiticatae 
evidancina depoei ts into the German 
epecial depoei t account 

), lion-interest-bearing Treasury certilicates 
representing the depoai t into the Oel"'XX\ 
epecial depoeit account ot the eatiaated 
Oeman portion ot an unallocated interest 
tund 

Total 

(l!illions) 

$ 8.7 

17.6 

22.S 

~6).2 

The German epecial dOP,)oait 1'Und referred to above wu created by section 4 

or the Settl-..t o! \1ar cw. t.ct ot 192&. nw. tunc! wu set up to p1"091de a 
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Trust Property on Hanel lind Clai.= Paid on Various Da~eo 
(In million dollars) 

:liar. 4 :l:ar. 16:Dec. )l:Dec. ~ )l:Dec. )1:llec. ) 1:Dec. )1:Dec. )l 
1121<; 1L:1221 2L: 122l l 122~ I 122? I 1'1~ I 1211 I l2ll 

Cash depooi ted with the Secretary 
ot the Treasury: 

Invested 71 160 172 184 18) 109 7) 68 !.1 
tlninves ted 10 10 ? 0.4 0 .5 0.4 0 .6 

Cash w1 th depositaries 1 1 ) 0.) 

Stocks 16? 88 66 48 42 28 6 2 

Bonds, other than investments 
made by the Secretary of tho 
Treas ur:r 61 55 46 )2 )0 10 0,8 0 , ) 

llortpeea 13 8 5 3 2 0 ,5 0 ,1 
Iii: 

Notes Recei'rable 6 2 0 , ) 0.4 0 . 2 

Rea1 Eetate lO 8 6 4 3 1 0 .9 0 .6 

Accounts Receinb1e 41 16 2 0 .6 1 0~3 0 .1 

111scellaneous incorporated busi-
neaoes and estates in Ucp.~ida-
tion and remainden.n accounts ~ 56 4 3 0 . 5 0.4 0 .1 0 .1 lil -- -- - -- -- - ----

TOTAL 4?4 404 )10 2?5 26) 150 82 ?l AI t 
Accounts paid to date 1 129 235 304 352 505 5?8 not ri'NII 

~~ Total property accounted !or l/ 4?5 534 545 5?9 616 655 659 not ci'NII 

rlhen ltr. A. l!itchell Palmer reaisned. Y ~ihen :.:r. Francis P. Oartan resigned. j Jj 'ftle reports !or 1919 and 1921 alao carry on i ten of : 34 aillion, represonUng eni!I:IJ vessel& 
•carried on the books ot the Allen ~roperty Custodian (but) not subject to his control•. 

J./Ineluding ~ mllion in the adm1niatraUve expense fund - not a trust. 
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aouree ot ~w under tbe deeieiona ot the 1!1XIId Claiaa eo.tae1011 wbicb 11M 

been creaWd in 1922. lolany p~te were due both to and trom the go.,.,_,w 

and national& ot Oenoany and the On1 ted Swwe. It ,., •• planned to meke a 

partial settlement or all these types of claitlll out of the fund . 

Tho i'llnd •·na to receive paycenta .!'ra:t: 

(1) 20 percent of each parcel or property returned by the /.lien 

Property cuatoci1an to Oenaan nationals. It. was eatillated U!at this would 

uount to about $1.0 l!li.ll1on. 

(2) The "unallocated interest i'llnd" ot about ~ 20 l:lillion. Under the 

111nslow Act ot 192), tbe CUstodian had been directed to pay out tbe intereat 

accruing attar l'arch 4 1 192) on Cuatoci1111'>-he1d property. llowe...,r, except in 

certain special eases, the interest which had ao.,rued before tbat date was 

not subject to e1a1JII by the former enfllllies, 

(3) Congreasional appropriations tor the payaent of ela1Jos for 

seized ships. 

(4) JJ.l United States Covem.nt reeeipte tree tbe awards of the 

111xed ClaiM Coadssion. 

These tunda wre to be paid out aeeordinc to an elaborate system ot 

priorities. This eystea provided, in short, that all /Z~Sriean death and db­

ability claima1 and then 80 percent ot 9ther !.coriean claims against OemeliY 

were to be paid first, followed by the payment to Oennany of 50 percent ot 

the ship Clail:lll J atter this the othor 20 !)ercent Of American Claii'IS were to 

be paid, and then the Oeraans '010\lld receiYe the reaaining a&runts cla1118<1 

against the W'IAlloc.ted interest fund and the 20 percent of alien property 

witbheld. 
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DlftalaD of •x -., ...... 

To Sept..ber )0, l9io0, the Deman "J)ecial doopoeit. aocoant 11M recel'Nd 

over $1.84 .Ulion .nd Md prld out $1'19 llillion, l•¥1111! $4,67), 855 in the 

account, or 'llhich 1-4·5 lllillion was inveat.d in 2-l/4 percent Treuur,y bonde. 

2. cost or acl!!!1n1atratJ.on 

It is i .ntereotJ.ng to note that the of!ice involved almost no net coat to 

the Oovel'IU:lent during the 27 years of ita existence. The tot.al expenditures 

o! the o!!ice tron October 1917 to Deceaber 193) &:IOWited to ~,085,585.41. 

Durin& thie •- period deductions f'l'CC> truate to cover 8<lain1atrati.-e r­

bad cau.sed ~, 9)7 ,26) .)) to be paid into the a.dainietra t1 ve e:cpense tund -

a sua 'llhich was lll:l8ller than tbe expenses by less than '-lSO,OOO. Conaequent:Qo, 

when the o!!ice waa abolished on June JO , 19)4, the Custodian turned over to 

the Attorney General a fund of $410)7,278.77 wh\ch us only aligbtly amaUer 

than the $4,18),9)5.8) appropriated for the of!ice fr.:>~~~ .ita origin in 

October 1917. 

) . Administration since 1934 

Attar 19)4, when the !'Unctions of the office were transferred to the 

Depart.nt of Justice , the Treasury continued to recei're the caab , wbicb it 

inTested tor the llien Propert:< a.reau, and the Bureau Q8ll.lg8d the securitiee, 

real estate, aortcages, accounts receivable, etc. 

The tunda hold b7 the Treasury in its ill en l'rcperty Tnl.at Pl1od were 

as roU011111 
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lll9Ul ... or~ 

JIIMuocb 

(Sepu.ber or ...,h ,..... lli.W.., dollan, l'aUIIdad) 

!2.lft 1m 12.22 m7 WI ml -Treasury Bonda :n 28 )0 )l )l 21 lll1 

Participatilll! oer-
titicatea !/ ~ ~ ~ )9 ~ ~ )7 

Cash y y y y y l4 J6 

Total 68 (fi (fi 70 70 74 7) 

ot '<hicb 

TN8to )7 )7 )7 )7 )7 )8 )7 

E:aminga on 
inveataento )1 )1 )2 )2 )) J6 3S 

}] IIOpre:.enting paynents into the Oeman special depoai t f'unci described a bo-te . 

Y Le:.a than ono million dollars. 

It will be noted that the accounts were ~-elatiwl:y stable until 19~-1,0, 

'llhen the Tre..,ur:y boncla mre turned into cash. 

The nor>-eaah i teas have praeticall:y all been liquidated b)" the ill en 

Propert:y &rqu, ao that the only i tea or u.>ortanca is l•a than $50,000 in 

real eatato. aarillll 1939-40, the Bureau liquidated. the tollowin& 1~ (in 

thousands): Stocke ~; bonda '1;'7; real estate &146; 110rtpaea, ~; 

proa1uor:y notes, ,)0. 
A cO<IPlete account or the record or cuatodianship should include m 

naluation ot the treatment accorded to the enetll)"-&lien propert:y ownere. 

l'iithout an appraisal or the individual trusts and their aettlet~~~nt, it would 

be u.>oesible to state de!ini tel¥ the degree to 11bich the enB<\)' investors 

receiYed leas than a "fair" w.lue for the pro;)Ort:Y seized. by the CUstodian. 
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HoweYer, theN is eCM eYidallce (quite epart t~ the tact that 20 percent or 

each t ru.at ..u w1 thheld tor the setu-t ot •r claiJ:Ia) thet tbe7 receiftd 

considerably leas than the •ta1r" Yalue . Thh opinion ie supported by the 

contention of the Department ot Justice in the C~cal Foundation suit that 

patente sold Cor 62?0,000 had 111 annual incOM-Yalue or liON than SJOO,ooo. 

Regraded Uclassified



- 2) -
D1 'Old• of " '-» .......... 

• 
AMrican Polley' Detore the Trading With the En.,. Act ot 1917 

A surrey of Al:lerican treaty polley relathe to allen property* ,.. c.,... 

piled tor Senator Knox of !'enna:y1van1& and printed as Senate llocuMnt llo. l8l 

or the b<)th Congress, Secoocl Session (De<:EIC!ber 22, 1926). It was presented 

u an &J'CUDI!nt tor returning property to the GemanD, on the cround. that we 

abrogated a hundred years ot poUcy in sehi"« it. 

Some thirty treaties of the Un1 ted States w1 th other countries are cited, 

each cont&1n1"« s"""' provision :or the 11a~t.Ule protection of foreign ...,reb&nte 

or alien property. 'D>ese treaties nre entered into owr the period 1'77~1.887, 

In add1t1on, when the United States abrogated ita treaty with l"ranee in 

1 ?98 due to a!dp9ing disputes arlsi"« out or the lf~.poleon1c war, the Co"ireU 

legialated that the provisions ot the treaty provillinS protection tor the 

foreigner should remain in force even though the treaty iteelt waa considered 

non-operative. In part, the Act eaidz 

•. • • aliena resident within the Un1 ted States • • • shall 
be allowed, Cor the recovery, disposal, an:! reaoftl or their goods 
and ertocts, and Cor their departure, the full tilDe which 1• • • • 
stipulated by any treaty ..•• • 

Ot special interest is a treaty \d. th P:ruseia (1?99) \'lhich stated in part 

that: 

"If war should arlae ••• J:~Brehants .•• shall be al.loued to 
'-in nine 110tttha to collect their debte and eettle their a.Ua1ra, 
and ~ de!>art freely, carrying off all thai r ertoc te . • • ; an:l 
all _, and children, scholars of every ~culty, cultivators of 
the earth, art1eana, r:anutaeturers, and tishenlllll'l, •• • shall be 

* 'Dle survey .a entitled American Polley Holathe to Alien Ene!!y PropertY, 

and waa written by r.arren f', llartin, torMr Special /.aaistant to the AttorM1 

General end J. Reuben Clark , fol"Mr Sollc1 tor ot the State Departaent.. 
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lll't'Ula of ......,. .... Ill. 

aJl ld to oCIIIu- u.ir .....,.0\iW .... ~, o , o- Wll 
t~~Gr • • • aooda 11e • •• ~ • • • "' u. UMd r- ot 
the IMIIFI but it ~ 18 ua•aar)' to 'be t.M• r.- tMrl for 
the uae of euch an.d Coree, the - ahall be paid tor at a 
reasonable price. 

"And it 1a declared, t.hat neither the pretenee that war dis­
solves all treaties, nor any other 'ldlatever, aholl be considered 
aa annulling or eusp81'1ding thia and the next preceding article; 
but, on t he contrary, thot the a tate of irar 1a preciae4' that tor 
wtdch Uley are provided •••• • 

'l'his treaty wa.a in ertect 'Oiben the United States entered the -.r againet 

Germany i n 1917. 

,. au....,. continues : 

•In the race or these provisions 811d in direct oppoe1 t1oo 
thereto - unexcused, as it seems, by any preYioua legialat1an 
on the part of Genuny against JuDerican ci tisane reaiclent in 
Gel"'U..lY that ad.ght juatify our own action aa a matter or re­
taliation - Congress paaaed • • • the trad1n8 w1 th the &1181111)' 
act, llldch proYided Cor the tald.ng over ot aH German-owned 
property in the United States. • 

Tbe auney concludes that the Act .a a v1olaUon ot our tradition and 

our treaty with PNSSia, and that the o~ reparation could be tbe 1 iiate 

return or the property. 
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The Trading ,J.th the &ler.zy Act was approved October 6, 1917. The 

following pereons held the office of Alien Property Custoclian during the 

incUcated periods: 

.1.. Ul.tchell Palmer 

Francia P. O..rvan 

1b<aaa W. W.ller 

Frederick C. Hick a 

llo.,..rd Sutherland 

Urey r:oolison 

October 22, 1917 to llarch ), 1919 

llarch 4, 1919 to !.larch 12, 1921 

!.larch 16, 1921 to J,pril 8, 1925 

April 10, 1925 to Dee•ber 14, 1925 

December 24, 1925 to - - - 19))* 

April 24, 19)J to Juno )0, 1934 

On Juno )0, 19)4, the duties of the Alien i'rOI)orty Custoclian r.ere trans­

ferred to the Attomoy Oeno!'al, pureuant to Executive Order No . W)4, dated 

llq 1, 19J4. The penonnel and functions of the ebeliabed office ""'" trans­

ferred to an Alien Pro;>ert;r Bureau of tho ~t or Justice, created by 

order of tJM Attorney General, July 2, 19)4. This Iklreau is under the direc­

tion of the .l.aaistant attomey General, Claics lll.dsion. In January, 1941, 

llc:llamera 'aS in cha.rge ot tho .l.lien Property llureeu. 

• Last report conred celend&r 1UJ' .l&t'uary to Dec.-ber )1, 19)2. 
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Abetnct ot the Tr.ding .lith the Enemy Act or October 6 , 1917 

Soot.!. on 1 naNa the Act. 

Section 2 detines the terms "en~" and "ally ot eneay" , including 

co,orations i n the tletini tion , end detinea •t~ng" to cover many ton~S 

ot buainess intercourse. 

Soct.icn ) akes it. unlellf'ul to: 

(a) Trade with the ene<V, or tor the •MOO', without 

Presidential license. 

(b) Transport enemies to or !rom the United Stetes. 

(c) Send or receive letters, except thronnh the a>ails, to 

or !or or from enemies . 

Censorship power is 1:1 ven to the P reaic1ent, and punishment is proVided tor 

evasions, codes, etc. 

Section 4 penlite en"")' insurance cll<lP&nies to apply for licenses to 

cont.inue business. Coap&nies penli tted to continue lU'e not pen:d. tted to 

export tunds or to establish credits here tor the en"")'. It a license once 

given is to be revoked , the President a:uat ir.tol'!ll /U:Ierican coq>an:ies 'llhich 

are doing busineas w1 th the eneJ!IY ccm;uuv; l.rlerican c~anies need not 1'11ltill 

contracts entered into l'd.th enemy Ca::IP"J\ies before the outbreak ot war. 

Enemy coq>eniea are forl>idden to change their names. The President may 

Prohibit all en811)' inallranee-coq>any act.ivityit he thinks it necessary. 

Soct.ion S 81 vee the President power to revoke or sllepend provisi.ons ot 

the Act; he may cl4legate power, and MY order postpon-nt ot tllture act.icna 

lilte:IJ' to violate t.he .l.ct. '!be President .. y reculate foreign exchange 
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dMlinP· (Oil Sep~r 24, 1918 tile rz-t.hnt- abo~~-.,_,- to~ 

late tranaacUona in u. s. bonds and cert1t1oatM, bat not to pl'llb1blt tllel.r 

ple.) 

Section 6 auUtorl.zM the Preoident to appoint an Allen Property Custodian 

'11th a salary not over t'5,000, to receive, hold, administer and account tor 

el1«1)' property. Sube1d1ary eq>loyees are authorized under the Civil Service. 

'!be f resident 1a to cause a detailed report to be cede to Congress each 

Jenuary, ahowiJl& the personal appoinU.nta, with aalariM, and giving an 

account or the lcinda or property taken into cua~, and t!le dhposition of 

this p~rty. 

Section ? requires eoq:>anies in the United States to sub:tit lists sho'lling 

the seeurt ties probably held by or for enemies, and 3uch a list may alao be 

required showing such ownership as of February .3, ~.917 . Persons holding the 

property of enemies or o'fdng money to eneml.es ar e also required to register 

this teet, and a silnilar accounting as or February .3, 191? lOllY be required . 

Payments to eneal.es are unlawful.. D\eMies aay not brin!> suit during 

the war, exce;>t tor actions involved in tradl.n!' entirely T!ithin the United 

States and under license; bat they l:lll,V defend t'*>eelYea in court. The tact 

that a person baa been declared an enea,y i s to be adm ttad as evidence in 

suits cherr,ing non-tultillment of controcts. 

The President may require aey "'oney or property held by or roz: an enOIIQ' 

30 

to be tumed over to the .t,llen Property Custodian. (An amendment or Noventber 4, 

1918 pro<ridea further that the Custodian can seize eneao' property, and that 

property 1'9preaented by securities IIUSt be cancelled on the books ot the 

c...,.,. and replaced -.ith certL!'ieatsa 1seued to the Custodian. In ad<11t1on, 

the e""'-1 can ha.,. no cW. agaJ.nat the CUstodian for .,re then the proceeds 

Regraded Uclassified



-·- II...US..ot~ ......... 
to the CU.todian. Tile CU.todbn .,d hie eccNCI1t4d ue1.tute ~ act for tbe 

e,...y who .. propertJ il bell:l, u ~ appoint4d by tiM ~· 

Section 8 provides that mortgqes bell:l apinat enetlliee or contracte with 

enellliea cay be foreclosed or completed through the Custodian, but 1U17 aurplua 

remaining atter the i'ultillment of such cla.i.ma shall be held subject to the 

!\lrther order of the President. 

A contract aade with an en~ and due to be coq>leted during or atter 

the -..r ray be abrogated by an Acerican. The stetute of lirdtations 1a sua­

pended to protect n<m-<meciea "hose oblication to non-enemes is secured by 

property in an onoey countcy. 

Section 9 provides that the I' resident r.oay, ''with the assent or the owner", 

order the Custodian to pay a non-enell\f cla1Qant fr .xn ene~ property. If such 

p~nt ia not made, tl'•e non-eneii\Y may sue for payr..ent •t1th1n siX oonths 

following the end or war, and the property shall not be released by the 

Custodian until a deciaion is banded down. Otherwise, Cuatodian-beld propertr 

shall not be subject to liens or court orders . 

' 

A aeries ot -nclllente provide that• 

(a) Tl>e President II8Y order p&;rDent to a no,.....ni!IIO' or a claia 

qainat Cuatodian4\eld propert;YJ the words "w1 th the assent or 

the owner " a.re stricl<en out . 

(b) The President may order ropa)'IIIOnt to the fomer enel!ll.ee ot 

all !)ropertiee up to ';lo,ooo per individual and to all persona 

not oricinall;y in 8011<1)' terri tory, or not in former eneay 

territor.• alter the treaties or paace in ~rope. (1~2)) 
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(o) Properti•• not llllder l1UcaUon aN to be NWmed to a 

...:h lonpr aJ10 111011'41 l.ncluahe llat of clue• of l.ndhidualJI . 

~t 20 percent of the pa;JMnt ia to be postponed. (1928) 

(d) No such tund4 c.n be p&l.d out to subject ot tol"Mr ally 

countries unless thoee countries grant similar beneti ts to 

United States subjects. 

(e) Patents, copyrights, etc., an.ll be returned, tiXCOY,>t as 

solei, licensed, etc . (1923) 

Section 10 makes legal the follo•1Ung: 

(a) An enea;:; N.Y apply for pctents, etc. I! ap,Ucation or 

f~""""t is i~oasible iLl:!od.iatall' follcmin~ cosaati:m ot 

hostilities, nine oonths grace mo.y be allnuecl, il the fomer 

ene~ country makes the sn.-.e concession to Americans. 

(b) !J>ericans N.Y. with !'residential license, ap;>l.V tor 

pa.tente, etc. , in ene<JY countries, Cllld pay tees on the·-· 

(c) The President may license Americans to uae ene~ pro-

cessea, patents, trade-oarka, etc., at a fee not exceeding 

JlOO, and such license shall be tull defense apinat 

property infringement suits by the eneQY. 

(d) Up to 5 percent of ~ value of or proceed& from such 

patents, etc., sn.ll be p&l.d to the hlien rroporty CUstodian, 

to be held. 1n trust tor the licensee. 

(e) Such licenses are to run the tull tero stated 1n tho 

license, or 1t thoro is no such tem, the full length of 

tho patent (or copyright, etc.) tara. 
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(t) O>men or patente acy, a!'ter the war, aue the Treuurer 

ot tho llnited States and the licensee in the district cotlrt.s, 

and damages may be paid out of tho tunda depoai ted by the 

licensee w1 th tho Treasurer. I! the licensee has invested 

cap1 tal on the basis of the license, auoh license ll'4Y be 

continued under a royalt y, at the court's discretion. 

(~;) 1>11 eneiiiY can sue a non-licensee u it no war were in 

prosress . 

(h) Powers of attorney granted by eneoiea reNin valid. 

(1) The President may 111ithhold patente y;hich he deems clangorous 

to successful prosecution or the war. 

Section 11 g1 vee the P resident polJer to prohi !:d. t imports of .. hatever 

goods !rom whatever count ries he deem necess ary, it no preference is pven 

to certain i..,orting ports or the United St.atea. 

Section 12 provides that money de;>aai ted "<11th tho /.lien Property 

Custodian shall be deposited Tti.th the Treasury or the llnited States, to be 

invested in GoYo~t borx!s or certiticatas. 

Securities aay be deporlted with dos1f118ted depoeitary banks, etc., which 

shall colloct d! vidends, etc., and deposit t.hel'l in the Treasury. The ilion 

Property CUstodian shall have c""""'n-.law tn~stee power to lll&llage such 

property, and to sell 1t 1t necessary to prevent depreciation of 1te value . 

Arter the end or the war the Congress shell detenoino the disoosi tion of the 

property except as otherwise provided in this Act . 

(An •oncllllent of l:arch 28, 1918 permits sales for reuons other than to 

ll&intain the value or property; however, it prov1doa that no property 1a to 

be sold except to /....,ric an ci thens , .. t public aal.e, arter advertis""""t by 

33 
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!.be euat.adl.a, aoept .., "P"'al pemladon ot the PI'Mi-.rt. , ftolaU­

ue aubject to n- ot •,10,000 or ten 7M" il'1)r1a-t..) 

Section lJ requires that cargo ships carry papers showtnr they are 

not violat111$ this ,,ct. 

Section l4 allo\1s the President to refuse clearance for vessels thought 

to be viol.iltir~& tho Act . T!-.e Collector of Custoco shall rerort all coin and 

currency export sltl.;x.enta, and t heir conaignees. 

Section lS appropriaws -:.450,000 to carry out the l.c t to 'June )0, 1918. 

Section 16 provides personal punishment not exceeding 10,000 or tan 

years iq>risoncent for violations of the ACt, and forfet ture to the 1Jnited 

States or an:y property concerned. 

Section 1? designates the United States distr1et courts as having 

jurisdiction. 

Section 18 allom the district courts of tile Cfnal Zone and Pltl.lippi.ne 

Islands to hDve jllrisdiction in cases originating in these areas. 

Section 19 prohibits foreign-language printing 'llltl.ch refers to the war, 

unless registered with the postmaster, and approved, before maill.ng. Trans­

port of unapproved literature is !>rohibited, as is false translation, etc. 

(Sections added by al:lendment. ) 

Section 20 !'rohibits lawyer's tees oxceedins J re rcent or the suo in­

volved in a case. 

Section :u provides that a naturalized citizen ?lho has been abroad 

shall not be deniod nayrl8nts if his continued patriotism is established. 

Section :.!2 prohibits returns of coney and proport:y to persons who are 

tugiti•es troa jll8t1co of t!te United States. (1928) 

Section 2) directa the Custodian to pa:y out the inc011e !TOIIl properties 

to the penon ent1Ued thereto . (1928) 
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Section 24 directs the Custodian to pay taxes 111d expenses aut of the 

11111 held by him and taxed on incurring special wo;>ense 1 and designates the 

manner of detel'lllin1ng taxes. 

Sections 25, 26 and 28 provide !or the invost11101nt of tunds, not paid 

out under section 9 , in certificates issued by the Secretary or the Treasury, 

Section 27 Uirects tho Custodian to return to the United States any 

money puid him by it in purchaainr patents , etc . 

Section 29 allo1'1S the Custodian, t~th the a pproval or the Attorney 

General, to accept partial p~nt uhere sei~ure o r propertr is still 

under litiration . 

Section JO declares that property held by the Custodian can be subject 

to attnchoent under suits or law. 

Section )1 defines what 15 ceant by "oember or the romer ruling family" 

of ene"'Y countries . 
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TREASURY !>EP AR TY.ENT 
Washington 

tlEW:OP APERS, Press Service 
No . 24-34 

The Soorctnry of the T~caeury announced last evening that tho 

enders for $1,J, CJ0, 0001 or thereabouts, of 91-day Treaeury cllle , 

Apri l 2 and to mature July 2, 1941, which were offer ed 

March 2S, were opened at the Federal Reserve l:!anks on March 31. 

The details of this issce are as follows : 

Total applied for - ~290,755,CO~ 
Total accepted 1CC,57l , C~O 

Range or accepted bids: 

Eip-h - 99 . 998 
Low - 99 ,986 

A'J('rAge -
Price- 99 . 9S6 

Eauivalent ' 
II 

II 

" approxi:nR tcly 
II 

tl u 

C" . cc-g 
O. C'55 

0. 055 

]::ercent 
" 
II 

36 

(96 percen t of the amount bid ror nt tho low price was accepted) 

- CoO-
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CIIIEITIAL 
... .., rr 

G+wa ,. ,.. •••s•wiiS' •-n,,.lllf'l_ 
---~~··-....... 

Tho Soout&z7 ~ the TroUW7 

"' 

. .... , 
Dear llro Seoret<U'ya ~ ~ 

I:a OODt~ ..!.th the 111ottnaot1- ~ the PI'M1cla1:, 
cl&tecl llaroh ~ li•l, to 1Diti&to proOIU'-t ooatrute ...,... 
the .Aot ot llarab 11, lMl (l,ouo-~ .Aot) , the War Depart­
.... t lou rooeiYK tr .. llro IIUr)' BoplliJie IOYiral lute ot 
ouppl1M urc.,tl)' ... ecled 'bJ the Brltlob Goft.--..t • 

.ltt&obed hereto 1a a oobecllllo oxtro.ote4 tr,. thno 
Uote OOilto.i!Wic it- 1ih1oh th1a Depo.n.ent bellOYH 01.11 
bo boot handled 'bJ the Pro.,..,.--nt Db1o1on, TUUW7 Depart­
..,.t, u the o.s-t ot the War Depo.n..Dt. It 1o, therotoro, 
requooted that the pro~t ot theoo 1~ be W1clert&lt.,. 
'bJ the 'friUIII')' Dep&rt.Dto 

.lrri.DS ..... te will be •de to 111ppl)' tiiDdo, 1t I.Dd whOD 
Convou prorldoo I.D o.pproprlo.tlon, to t.plo•Dt the r-..­
Lel>d .Aot. 

Tho Brltiob Pw-ohuiJis C-'Adon hu oo.rriod Oil MCo­
tio.tiODa ill OODDIOtiOD with the .. 1- bllt hu DOt plo.OK 
orclero beoo.aaoo ot laolt ot tluldo. Jlr, J . 11. J1ooq, Dirootor 
ot Sllppl)', Br1t1ah Pw-ohuille C~oo10D, WuhiJICtol>, D. C,, 
to propo.rod to tllrDioh to tho ProOW" ..... t D1Yio10D cletoila 
ot the proont oto.toaa ot the aocotio.\1- . 

' 
IDolooUHo 
Pr-.--t Prova Jo. 2 

(Brltlah GoY~) 

llilloorel)' JOIU'I , 

CONADEITIAL • 
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I'RO<DRDIIIIl' PllOGIWI 110, 2 (BRITISH GO\'IlUOII!Br) 

(a ) 

(b) 

(c ) 

(d) 

(e) 

(f) 

(&) 

(h) 

(1) 

Urgent Br1 tiah Needa for c-roial It­

( As ot llarch 18, 1941) 

AJ?FOxi•te lalue 

Road &!1ld1ng Eql i PNnt $702, 494.00 

A4rteu.ltural lllpl-t· 117,)02,00 

fll ,871 Bal.l lleariQge )6, 798.97 

9001000 tt. - 2i- Single Jacket 3ls,ooo.oo 
Cct.ton, rubber lined, !ire ho .. 
(3 1t.t!lll8) 

Changes in qwmti ties and llodela 46,46), 70 
of Tract.ors 

SO Spring-toot.h herrowll 650, 00 

Spere perta for .lirleu.ltural 
llachinea (7 it .. ) 

8),9fl/. 8) 

llt.rreet.ers and at.tact=ont. 74,716, 12 

.lnil.ine au, 300, 000 lb. 40, 125,00 
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!01 Seoret&rr Korgenth&u 
F!Uii1 Jlr, Guton 

• 

Aplll, 110.. 

Bob Jackson called me up at 2140 P.M. today to aak 
our opinion aa to starting action immediatel7 for forfeit­
ure of the Italian ships on which aabot&ge waa collllllitted. 
SectionS of the Espionage 1ot proYidea for forfeiture of 
tJI1 •hip on which a conapino7 hae been entered into to 
Ylolate the lawa of the Unlted State~ and the aeme act 
aakea it a crillinal offense to coJ:IIIi t sabotage on tJI1 
Yeaael, domestic or foreign, in 1merican waters. Bob 
aaid he recognized the question was ultt.&te~ one for 
the President to decide and he wu going to consult the 
Departaent of State. I aaid that 7ou would be back to­
aorrow and that I would put the question up to 1ou, but I 
thought forfeiture action ought to be instituted and that 
in Yfew of what has appeared in the newapapera on the sub­
ject I thought there would be aerioua critlciam if we 
aidn't teat the law, aince it ia on the statute books. The 
question is, of course, primari~ a diplomatic one. 

I haYe, incidental~, furnished to Justice, State 
and KaT,r photostatic copies of a letter from the 1aaiatant 
Collector of Customs at lforfolk and copies of telegraaa 
obtained from Postal Telegraph indicating that the sabotage 
waa ordered bf the Italian NaY&l 1ttache in Washington. 
The Captain of one of the Italian ahipa told 1aailtant Col­
lector Vipond that thia was the meaning of the telegriiiU, 
in which a code phrase waa uaed. Three of the ships were 
under libel and 1 called thia to the attention of the 1ttor­
ne7 General since it will undoubted~ add a contempt of 
court caae to the string of proaeoutiona. 
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lpl'll 1, lMl.. 

KEilORANOOll FCii '!'BE FILES: 

l(r. Iatorik c&lll8 in to see me at his own request. 

He suggested that the proposal that he wae making 
was sui generia since it involved the removal of refugees 
to Palestine and therefore could not be used by the British 
as a precedent for their asking us for loane in other 
ai tustiona. He also suggested that the arrangement could 
be worked out so that the dollars loaned by the Export­
Import Bank would be used to pay for merchandise which would 
be bought in this country and exported to Palestine, and 
which merchandise Palestine does not now bUT here for lack 
of dollars. The Palestine importer -.>uld then turn over to 
the Anglo-Palestine Bank and the Palestine Foundation Fund 
t he sterling equivalent. I pointed out to him that thia 
might be considered a mere device in order to comply with 
requirements of the Export-Import Bank statute and that the 
real substance of the transaction would remain the same, 
namely a loan to the Anglo-Palestine Bank and the Palestine 
Fund. 

Iatorik aeem.ed to feel that it was somewhat hopeleas to 
expect :printe interests, to make the loan and again repeated 
hie un.111ingness to attempt to just go from door to door to 
raise the 1110ney. 

In the event that this Government oonoludea that it is 
unable to make the loan which he auggeata, Istorik hoped 
that the Secretary would write a letter to l(ontague Norman 
telling Mr. Norman that the Secretary had gone over this 
matter and that he appreciated nry much the interest which 
lContague Norman has taken in the Palestine problem. Ietorik 
felt that such a letter would help hila Tel"/ .uoh in being 
able to convince llontague No1"1118D. that the llauidi ty of tlie 
Anglo-Palestine Bank was a domestic problem for the British 
&!Pire and should be dealt with by the British Government 
aM not by the Gonrnment of the United States. I did not 
give Istorik IIJI1 encouragtllll8nt along thia line. 
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Ofl"t"fCC OP' TM& OUAIIIT&ft .. ..,._. S I I tt 

WA8HINGTOH 

,,. . .,... . ...... TO---- AprU 1 , 1941 

S"'B~Ta 

• 
-'~ ' ..._, GeMral R. C. lloore 
Deputy C!liet ot Ste!t 

Procurezont o! ~~ent British Needs tor Supplies 
and F.quiptMnt (Lea~e-Lend Act ) 

1. By ~recti on or the Under Secretary or War dated llarch 25 , 1941 
Su':>!eet: Procurement ot Ur&ent British Heeds for S~;lplie~ end S\uipment 
(Lease-',end Act), t!lia office i: issulnt: eondit!.onnl letters or intent 
·ove~l n& a 'lll!"lber cot 1 toi'IS or oquipment tor which the Br1 tish i'".>rchasine 
Ccmission had pr<~viously b:>on nc:;otiat1ng. A:long these itet:l$ are the 

follcndn&: 

1, 200 Truck chnosis 
800 Chass i s 
soo Dur.r,> bodies 
200 Semi-trail ers 
JCO Trailers 

Approx. Velue 

,;2, 009, 6oo 
1, 548,480 

2o6,4SO 
16?,900 
2S2, 0CO 

2. In the ;u-ocess or t.he negot iations w1 th t.hc contractors, it !Vls 
~en in<!tcate<! t hAt these iteos are probably intended for sale to munici­
palities a.nd also to civ1l1ans 1n !lrit&in by the International Harvester 
Cocpany of Creat Britain. Apparently at one U,.,., tho !ntorno.tional Harvester 
Coopany made its purchases in this country direct !roc its parent cOM!'I'.ny 
&nd procured exchs'lee 1n the normal rr~~cr. At oooo later dato the Inter­
nnUonnl Harvester Co:npnny of Croat Uritain was tole! to cl ear its purchases 
Lhroutt. the ~nistry of A(lr1culture i.n Great Uritain and t hese were then 
placed in this country by the British Purehaslnt: Cocwnisaion. Upon receipt 
or tho eoods i.n Croat Britain, International Harvostor Company paid British 
poun~s sterline to tho British ~stry of Agriculture nnd took possession 
or the oaterial. In other words, the Br1 Ush :~nistry of A<;riculturo 11nd 
t~o !!rithh Purchasin& Coad.ssion 1n the United Sto.tea were aet.inl; as a 
pa.rt. of t.he exehan{;e control 108Cha.n1sm. !!ow, duo to the urzency in tald.nlt 
ovur t he3e contract s , either b7 intent or ~~vcrtently, these 1t803 have 
~ccn included a.oong t hose to 1>c tinanced by t "o J.et of l!arch ll, l 9U, 
.~uc-Lend t.et} . 

J. It is the u.ndoratandine of t hi s office thnt eerto.in other :!.tom.:~ 
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1, 117 ~Uon ot the tbler Seoret&r7 ot 1IU' d&teclllarch 2S, 1941 
SU'bjecta Proc-at. ot ~t Britiah ~ tar S\t;~pU.a and !lqui~t 
(La&M-tend Act), t.h18 ott1ce 1:l iall\diiC conditional. lett.er. ot intent 
rOftJ'ial& a l'l\lllber ot it.. of eq~zrt tor '111\lch t.be Britiah P.~ 
c~ .. ion had prniou.al;r boaa MCOtiatinl• .boon& U.ae i~ are U. 
!ollowin&a 

1,200 Truck ohllllaia 
800 Chuah 
SOO lllq> bodiea 
200 Sead.-treilere 
.300 TNil.ers 

Moroz· Btw 

$2,009,600 
l,S48,480 

206,4SO 
167,900 
2s2,ooo 

.... 

2. In tbe proceaa ot the Decotiationa with the com.ract.ors, it 1-&a 
been i.nc!icatecl thAt U.ae it.. are probabl;r intendAicl for a.le t.o .unioi­
palitiaa aDd alao t.o oh1" na iJI llriUin b7 the Int.arDation&l. llanut.a1' 
Coq,aa;, of Oreat Britain. Apparentq at ona tiM the Int.ornational. Hamster 
C0111p&117 mde i t.a pW"Ch&Ma in thia oountr)- direet from ita parent. coq>eJ17 

&lid procii.Nd ucllan£e in the norwal ll'&nllor • J. t ao.e later date the In~ 
national llarYeater C~:r ot Oreat Britain waa tol4 t.o clear ita purchaaaa 
throll(lh the lt1n1atry of Acriclllture in Great Britain and theae ftre U.. 
placed in t.h18 country b;r the British Purchaa.l.n& c-laaion. Upon receipt 
ot the &ooda in areat Britain, International. llarYaatar CCJIIII>M:r paid Britilb 
pounda atarlina t.o the Britiah lliniat.r;r ot J.Criclllture and took poaaeaaion 
ot the •tar1al, In othar wvrc~a, the Britiah 1.!1niatey of J.aricultare and 
tho Brit1ah Purchlla1na C.-laaion iJI the ..Utad Stataa WJ""e actini u a 
part of the nrh-n4;9 control~ Noor, d• t.o the uapo..-;rin taldnc 
OYer t.heae contr-cte, either b;r int.ezrt or 1.r.adftrt.en~, tbeaa i~ haft 
baora inclldecl -a t.boaa to be t1nllncad b7 tl>o Act of llarch 11, 1941, 
(tease-Land Act). 

J , It ia the unc1eNtan41.nc ot t hia ott1oa that certain other it-

' 
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.. 
1ll!1 CbaUDAS!l 

C'r. Kubn aqa thh waa an idea "'t Mr. Sulllnn'• after a talk 
with the Seoret&rr• The Seore­
tarJ l&1f this, and o0111118nte4 
fa'Yol'&bb to llr. Sulllnn on it. 
S~ of lt waa subsequent~ uaed 
1n the Seoretarr' a state11111nt on 
't'Utl• The reai.nder il be !Jig 
held for uae when the right time 
OOIIIill• 

.. -
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ll - 1 - 'f-1 . 56 

f!!cs!•W stat• •at 1!r t111 s.o"tuz·• ~~~ 
When I appeand 'before the C-s.ttee Oil 'fq1 Ul4 llaaD.I OD 

J'IU1U&l'1 29, I 1ald thet 0111' whole eOOIIGIIIIJ' Ul4 ettort 1hould 'be 

concentrated on national dlfeD.H. )(q I 'begin todq 'bJ HpeatiDc 

two untencea troa 1IfT teatt.m;r on that oocaa1on? •0ne 1tep which 

the Gon1'111118nt aho'llld take 11 econ0111 1n Federal npend1tmou. I 

bel1eTe, theretore, that all Federal non-defense expenditures 

should be reexamined with a magn1fring glaaa to JUke certain that 

no more tlmda are granted than are abaoluhl7 euential in the 

existing circumstances.• 

Thcae woria were uud adTiledlJ, with all the aerionaneu at 

rq oom•nd . I hope JOU will not thi.nlc 111 laoldng in aer1ouaneu 

todq it I auggeat that we now take out our magnifTing glue and 

look, for a few 1110111enh, at the non-defense spending ot the GoTern­

ment. The President aaid reoentl7 that ••peed IUld apeed now" 

ahould be the kefii.Ote of our national detenae effort. I aa glad 

that JOU haTe inTited JU to cou here todq becauae I teal that 

apeed and apeed now needa to be our watchword alae in grappling 

with thie Taat problem ot the GoTeruaent•a tinanoea. 

There ia DO need to eaphaabe to a Congreaaional Comittee 

the abe of the tinano1al etfort which the countrr 1a now ••klng 

and will continue to make it our object1Tea are to be attained. 
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i'ht capoe11 hu .._ appavprlat!Jrl IIIMtle t.b f• w_.. ftq 

art tbe •• t eiiOIWU ~ppi'Olll'latt.a la tbe ,....ts. U.teJ7 et wa 
Republio, u4 DO eD4 to thall la •lcht. I woaJ.a ut tab but oa. 

pellll1 o! the billiou that han ben appl'opriatea for defeue. '1'M 

oount17 oiJl bear thele npeuditure• Ulll a~t bear tbea beoaue of the 

onnidlng neoeuitiu of thia how. If &JIT oa.plaiDt about these 

expenditur>ee il juaU!ied, it 1e that n are not apeD41Dg fut eno\1Ch, 

that we are not tranalating appl'opr1at1oua into aotual pl'odnotion 

and outl~ u qulelclJ" u we should. There OIJI. be no atiDtiDg of OlD' 

expenditUI'e upon production ana the uau o! production, upon napona 

e.nd the plUlta that •lee thea, upon aJ'IIi1 oupa u.d uniforu, upon 

n&val baaea and ahiPJ'U'Cla, upon air baau u.d all the thouau.d aD4 

one elements o! OUl' national aeowilf. lfoboq ou. argue !or a IIIIIUJlt 

that these expenditUI'ea are ·UDDeceaaarr. Tht countey aupporte thea 

and the countl'1 1DteD4a to eee that the;r produce reaulta. 

There 1e mother objeotin whloh guidee, and rightl;r guidea, the 

Gonl'DIIIInt•e finanolal polio;r. Tht Pr .. laant expreaaed it iD hia 

meuap of .Tanuar;r 6th on the State o! the Union, iD which he eaid, 

•certaiDl;r thh ie no tble for &JV' of ua to 1top t hlnklng about the 

social u.d econoalo problema which are the root cause of the aooial 

revolution whioh ie t~ a 1upre.e faotor in the world.• The 

President went on to ·~ that the baalo thing• expeoted b;r the .barican 

people are theae: 

!qualit;r of opportaDit;r for ;routh ID4 for othera; joba for thoae 

who oan worlq aeourit;r for thoae who naed itJ the eDillDc of apeoial 
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n1'11•Ue1P foP tJae f-. tJae JNienatl• Of elril 1111el't10I fOP allJ 

aDd t he enjOJ .. t of U.. fl"'llta ot nl8atltlo propeu 1a a .U. a1 

conatantl7 rlelac atead•-1 of 11~. 

lloat .berloane ue whole·uutodlT 1n ape .. nt with tMu obJoo­

t ivee aet for them by tu Pre114ent. Tbq would ut u4 ehcnal4 ut ao 

without them. They are the il'l'oduoible •tn•-. of uq aaool'&tio 

effort, aDd they are jult aa neOUI&l'J' toaq, when we ue 1n the aldet 

of a. huge clefenae progrm, aa thq .. 1'1 1n the dqa of peaoe. 

But there 1a another aet of expeDiliturea 1lpOJ1 whloh I ahoula lib, 

with your peraluiou, to put the -.gnlfJillg glau of oamon aenae. 

These are the expeDdlturea whloh are neither for purposes of clefenae 

or for purpoaee of relief aDd eeourltr froa want. We han been epeDd­

ing freel7, laTlehly, &Dd to fill aJ.Dd, extrangant:cy-, 1n recent 110nthe 

in theae fie lela, u if there were no defen11 progna, aDd ae if .. 

coulcl auper1Jipo11 our huge re...-.nt effort upon buaineaa as ueual. 

There oan be no bueineaa u ueual at auoh a tt. ae thll. 'l'bere oan 

be no epelldlng u unal either. 

Let • tt.lce a fn nu:plea to ·ahe~~r rou what I •an. The SeDate 

i pproprlatione Co.alttte baa juet adTooatecl a fara bill that will 

coat 446 llllliou clollal'a 110re than the Pruident reo_..Dilod 1n hie 

buclget laet Janua1'7. It 1a a bill whioh, 1n 1pite of all our aetenee 

epenclillg, oalla for 304 aJ.lliOD dollaPI IIOI'e J.n &ppPopriatiODI than 

the a1111laP bill lad reu. 
low if thh were a period of .at &Dd clbtrou UOJII our f&rMra, 

there lllght be •- reaeon for Wa llbel'&lltr 1n apelllllDg. U W1 

i 
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a 7fA' of1Ka11 

,.,..v - - 1111 &N. or -. 

7"1'1 a&O• I ...U ... - ,.tUlla1~~-~ 

powF 1n the .,.... 1-..lNO aa u hlP u la ~ •• e•llol plla .,. 

or 1929, - 78 per ... t up.r tMa l t .. at tile \ott. of till ae­

pnu101l la 1882. Y• .W ut lllDI, I llopo, lt I apeak toa., otralcht 

tl'a. the eb01114or. I ouaot Wp t .. U.C tJat tJlle reo "ol tam 

bill 11 an dtraft&UIO ul a folq, ua a a.t.J..ant to the otfloloat 

ti1Wl01Jic of 0V lefODM prop 

'!'he hapt whloh •- WON tbl Caacn•• la l-.rt wu tbl 

pl'Oduot of -.mil oute la 'balpt ne 'dlOIII. ftat lt to .., , tbl 

coloanl flcaro ot $17,8,000,000 la ~ .... t WOII14 Jlan Noa na 

bigtr 111 at lout a lllllloa 4ollan ..a pro11alllT _.., 1t the hMil 

ot all a.~to W 1loea U1e to lll011111e •- ot theu uat 

cbarilhlcl proJottl ua plau. le'futhelo11, lt .W pq u, I thbt, 

it • pat .... -calf71Jic pau for Jut a _..t ato the utul. 

l'tcptltl ... la tbl z.....,. 'balpt. 

I utloo, tor o-.11, a lt• ot • 111111• &ollan tor the 

C11'111an Couol'fttlOD c..,.. !ldl .....,, u all of u .W ul~rlo41p, 

ha• 40111 a ..a.rN Jell ot alal'1ltc ftl.we. I baw ot u 11ott. proof 

that ~t oaa 1lo pat to olYlo ue t1la tbl •1Pt-7Mr noorl 

ot the c.c.c., whloh bu tabla - ail~ 'bGp ..a pat t111a to ...n .. 

for tM o 'V• 
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But 1J 1 t DOt tiM for U to tab ltoU Ull HI WMtlle'J' U..M 

oontlnuiJig ezpell41turll t.l't jut1flt4'l l.tttr all, the nata; I.e 
burating, at the _.nt, with o'pportua.1t1ta tor •npl ;el JAM 1o 

Ind111t1'7 11 clulorlng tor skillecl aDd uuklllecl ••· ftle A111J u1 

the lla'f1 ue 1n neecl of 70ung •n enn it thq al'l btl• tU lft.ft 

age of twentf-one. It uema to 1111 h1gh tiM t or the CODg'J'III to 

examine this particular case o! the C.C.C. in the light o! the tl'&DI­

formation o! our countrr b7 the cle!enae effort and in the light also 

o! the burclena which the cle!enae effort 11 iJipoaing. 

The budget eatiate !or Work Relief, to take another e:caple, 

UIO\Ulh to 110re than a billion clollars, although 1Dduatrial aotiTi tf 

1n the co~mtey is tu abon the 1929 leTela ancl emplo;yment 1a growing 

leaps and bounds. lfuch of this, undoubtecll7, b intendecl for direct 

relief, in line with the Preaiclent•s statement that I quotecl to 7ou. 

But lllUoh of it, I feel sure, ooulcl be pruned clrastioall7, without real 

detriaent to ID1 eeotion o! our people, it the !ppropria~iona Comaltteea 

1n the two Bou.aea will uae the little Mgnit)'ing glan which I haTe 

of!erecl thea. 

It h uaelen for the Gonr~nt to call upon the .berloan people 

for aacri!icea for de!enae it the appropriatlnc agencies of the GoY­
tl'lllllent han not ltarnecl the •n!ng o! the worcl. It ia futile for 

the Gon~nt to call upon the !Mrioan people to put their aa1'inga 

to work in the inter11h of de!enae, it tbe GoTel'JIIIent ahon no 

o! what HYing llll&neo I aa cODTinced that the .blerioan 
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11 befon U.. I 1lel1nl tJat .., w111 N.,..a to ocu ... na 

lea.derehlp 'llban'er tbat lealenllp appeara. !o If' 111Di, lt ou lie 

shown juat u effeotlnlT 1Jl the field ot flDuolal pollq u 1Jl uq 

other actiTitr of the Congreee and the GoTera.ent. 

On aenral occaeione 1Jl the p&et I han auggeeted that a 

beginning lli.ght be ..a. b7 Jclnt ••tiDp of the tu:!Jlg ccadtteu 

and the appropriat!Jlg coaaitteee of the two Bouaea. Thie alght 1D 

other tiMe han ..... a lib an ldlo dna. In dqe lf.b theae, it 

•••~ to .. a aore practicable beginning than UIJ other. In other 

words, I auggeet 1101t e&l'lllat!T that thoae coaaitteu charged with 

appropriat!Jlg public tunde should do eo in the light of the burdene 
P~ · already aaeumed and the llaltatlone of the public 1 • Thia ie a 

rloh count17, the richest 1D the world. It b better able than U1J 

other to bear the coloual ooat of the ar •nt effort. It 1e not 

gol.llg to bankrupt ltaelf 1D thle taak of defeat!Jlg the threat to ita 

fl'ee 1Detitut1ono. But no c01111t17, not nen our oa, le rich •IJDUih 
Ol' strong enough to reara on a net acale aDd at the , ... tiM 

continue ita for-.r apelllllng hablta. That ie the purpoee, gentltMn, I 

ot 1111 ccalng before rou todq. The f&l'detlck ie olear enough for all 

to underatallll. We 11111t opond tor cletenoe &1111 we 11111t 1pelld to keep 

the apecter ot want ~ trca &D1 aeotion of our people. For other 

purpoaea ana in all other tlel4e, .... t aan, &1111 .. ,.. Jaalro 
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TO ICr. !11~. 
Kr. llaaYU" 
In turtber roopouo w :rov roequod of Deo•boP 26, 19,9, 

there 1e nblli Uo4 horowl th toP tlw D1nl1oa ot ... oaroh _. 
8tat1at1oa a ... oraad- Uat1ac, W11b br1ot 4oeor1pUoDI, t~ 
atu41el or proJootl oo.pl.oto4 or llll4or "~~~"; 8114 tho -• of 
peraona vorltlac on oaoh, toP tho Math of Olii'IIU'7 1~1. 
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ror oonTenienoe ot reterenoe, the 1tud1e1 lilted are 
grouped under general eubJeot head•. 

fhe name• ahown for pereon• working on eaoh project 
include onl7 those who part1o1pahd ta1rl7 d1reot17, •• 
explained 1n the 1ntroduotor,. note to the oorre1pond1ng 
report euba.1tted on Deoeaber 28, 1939. No atte8pt hal been 
ude to ooTer &leo pereon1 whole re•ponlib1li t,. 1n eaoh 
part1oular oaae wae 111a1nl7 1n planning, l~q~arrte1ng, or oon­
aulung. 

1. 

P1nano1al Anall•1• 

I. ProJeots or 1tud1ea ooapleted 

Mr. rumar, Mr. Purrt1 
Haal, 

fhe•• reTiewa oonta1ne4, 1n addition to anal7eia ot the 
ourr1nt 11tuat1on, the tollow1ng epeoial atudies: 

(a) Perapeot1Te ot the GoTernaent 1eourit7 u.rket 
(R.niew of rebru&l'J' 11, page 3) . - Mr. 'l'umer 

(b) Br1t1eh GoTernaent eeour1t,. prioBI baTe r1aen 
during the Var (RaT1BW ot Pebru&l'J' 11, page 4l -
Mr. 'l'urner 

(o) Changee 1D lBTele of Jj.eld1 ot Gonrnaent ee­
ouritial e1noe April 1, 1937 (ReT1ew ot 
rebruar,. 21, page 3). - Mr. 'l'urner 

(d) Mutual eaTing• bank d1T1den41 (ReT1ew ot 
rebru&l'J' 21, page~ 4 an4 5). -Mr. 'l'umer 

2. In oonneot1on With the rebruarz retun41ns, a aaaoran4UII 
wat prepared on two iiiernaUTe propolii1, an4 wae tranl­
a1Ue4 to the leoretarj on te6ruarr 24. - Xr. Haa1, 
Xr. MurpbT, Mr. Conrad, Xr. Uoltton, Xr. L1n4ow 
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part1.:Ll1 .. t1aab4 71el4 on a 
parU.:Ll7 tax-ex.-pt N8ie plu llll ue•~ eu rate 
ot 16 peroent on tbe ooupon, bae~ on oloe1ag bide on 
J'ebr'll&ry 21. - Mr. Conrad 

A teble vae prepared, and vae OOIIJ)leh4 on J'ebl'll&lT 23, 
ot eetiaated 7ield baeee and probable pr .. iuae on a 
euggeeted 2-3/4 percent freaeur{ bon4 vlth tour 41tterent 
aa t uritlee, aeeualng Yarloue ra ee or tax ln oonneotion 
vlth each aatur1t,'. - Mr. Conrad 

A teble vae prepared, and vae coaplet~ on J'ebruar:r 23, 
ot "tlaated ;rleld N8ee and probable prealuae on a 
euggeeted 2 percent Treaeurz bOG4 V1 th tlYe 41tterent 
maturl till, au\lililg Y&rloue rate• ot tax ln connection 
vlth eaoh aaturl t:r. - Mr. Lindow 

A table vae prepared, and va1 coapleted on J'ebruar:r 23, 
ot eltiaated ;rield baeel and probable prea1ual on a 
eugguted ?j percent Treaeurz bond v1th eix 41tterent 
maturi tlee, anUilng Yarlou• ratee ot tax 1n connection 
v1th eaoh maturit;r. - Mr. T1c~ton 

A table vae prepared, and wu ooapleted on J'ebruar:r 23, 
ehcv1ng tor tourteenrfo'!h-sme oorporate bond iuuu 
ae ot l'ebruarr 21, p cee, z eldl, and rat1116e. -
Mr. ll\U'Ph7 

A table vae prepared, and vae ooapleted on J'ebruarr 24, 
ot 11t1aated ;r1eld bau1 md probable praluae on a 
~geeted ~ percent, 2-Sear !reaeurz note, aeeualng 
Y&rioue ra ea o t tax on t e coupon. - 11'. Brown 

a lhOWiag tor eaoh 111ue the oloe1ng 
Price and ;r1eld that u_r, the ohange ln pr1oe md y1el4 
troa the precedlng da;r, and the prioe range eince date on 
vh1oh tiret traded and allo tor the :rears 194<> and 1941 
to date. A chart tor eaob iuue wae opt up to date 
•how1ag recent da117 price and yield ttcur11, toseUler 
v1 th oa.paratl "' aonthl:r data elnoe 1934, e1nce date ot 
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iaaua, or aiaoe 4ate tlrat tr.t.a, 11•1'•• 081~ 
t1ona are uda 4al17 oa tbe bula ot lev Y~ l l • 
boballga oloaiq quot aUoaa on cU.raot u4 ~UU"&Dteo4 
bonda ot ~· Ualted ltatee, tor .. , in preparation ot 
the publioatloa ~et Prloea aa4 Ylel4a of Outatan41DK 
Bonde, llotea, aa4 IUla ar the Ulllted ltatee•, deaorlbo4 
under Publ1oat1-1a th.U report. - llr. Kooq, Klee KoCo7, 
)(r. ~11 

.lt the requeat of the leoreiarJ, arrang•eata haYe been 
made to aaoure per1o41oall7 from the Br1t1ah Elapire pur­
ohaa1ng mieaione oerta1n intoraation refar4in~urohaeee 
in the United 8tatea bz the Br£\iab !mp re. - • Haae, 
Mr. Lindow, Mr. Wagner, Mr. Karch 

(a) Weekl7 etat .. enta are reoeiYed ooYering the itea­
ized purch&aee b7 Britiah Eaplre GoYernaenta 
through the Y&rioue aiaeione, the iteaized pur­
ch&eea made b7 these GoYernaente w1 tb the knowledge 
ot the ainiona but not through their taoil1t1ee, 
and inqu1r1ee ll&de through the m1ee1one tor future 
purchaeee. 8181lar etateaenta are reoe1Yed ehow-
1ng, bz itemized oontraote, del1Yer1ea made with 
respect to ordere placed b7 the United K1ngdoa 
through the m1aa1one. The detaila with respect to 
order• and deliYeriea are olaaaitied bz some twentJ­
t1Ye oommocU.t7 groupe designed eepeoiallz tor the 
purpose. 

T.beae data are rerteved and ecU.ted in the D1Y111on 
each week and a report ie then prepared au.aaris-
1ng in dollar Yoluae the 1ntonu.t1on on order• and 
dal1Yer1ee, b7 oo-od1 tz groupe. This report oon­
e1ata ot eight atat .. enta: the tiret three auaaartse 
order• placed b7 the 1nd1ndual goYernaenh ot the 
Bri tiah Empire tor the current week and the total a 
to date; the next three atateaenta euamarize total 
orders ot the British Empire on a h1ator1aal baaia; 
the last two atateaenta present data on del1Yer1ea 
w1th reepeot to order• placed b7 the United nngdoa 
through the Bri tiah m1ee1ona. Then weeltlr ooa­
ao41ty etat•enta ware prepared, and vere trana­
ait1;ed on rebrii&J'1 7, 14, 21 and 28, aooord1ng to 1D­
atruot1one b7 the 8eoretary. 

(b) The D1Y1a1on &leo reoe1Yea each week the data r e­
quired to prepare etat .. ente g1Y1DC the detail• ooa­
oemlng the pbJa1o&l Yoluae ot airplane and alrplane 
eng1ne ordera in the United 8tat .. b7 the Brl t Uh 
Eraplre. The aeteri&l tor theae atateaenta is con­
tained in a group of work aheeta prepared b7 the 
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(e) 
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B1'1Uih P1al'obu111C c-1 .. 1oa, bat; U le aeo .. •U'f tor ~ DlYleloa ~ oon10lldate an4 ooordlaate 
the lato~Uoa oontalne4 ln tbe O~edon'• 
etat•enh. !he f1Dlehe4 tablee ehow, b:r oapan:r 
and b;r t :rpe of plane or englne, the following 1n­
to~t1on : (1) •uaaar:r of ordere, del1Yer1ee, an4 exporte; (2) h1etor:r of ordere; ()) h1etor:r 
ot del1ver1ee; (4) exporte, olaae1t1e4 b:r deetln~ 
t1on; (5) eobeduled dellver111 of untilled ordere; 
(6) opt1one: eoheduled dellveriee; (7) epare parte: 
ordere1 deliveries, unfilled ordera, and opt1one; 
and (gJ seoondband unite: orders, deliveries, and 
scheduled dellver1es of unflllad orders. Theae 
&1roratt reports were prepared, and were trane­
a1tted on Februar:r 7, 14, 21 and 2g, aooordlng to 
1netruet1one b7 the Beoretar;r. 

A aeries of a1x tables baa been developed at the 
request of the Beoretaeyto show each week the die­
position of alrframea and engines inspected in the 
tlnited States b;r the Br1t1eb Empire, and the etatua 
ot alrfraaee and eng1nee on band in the United States. 
One table develope b:r OOJ:IJ)&n7 and b7 aodel the nuaber 
ot un1 ta on band. A aeoond table analyzee the 
statue of these unite, and a third table presents 
the physical location of the unite awaiting export. 
Separate tables are required for airframes and for 
engines . The group of tablee on engine• wae pre­
parad, and wae transmUted on i'ebruar:r 17, 24, and 
27, aooordlng to inetruotione b7 the Beoretar;r. 
The group of table• on airtraaee was prepared, IIDd 
vaa tran8Jil1 tted on Februar:r 27, aooordi.ng to ina true­
tiona by t he Secretary. 

Reports are prepared each week shoWing ooaaitmenta 
b7 the Bri t1ab Empire Governaente tor capital ex­
penditure• in the United Statee and f or extra­
ordinar:r obargea designed to expedite deliveriee. 
!he data tor 1heee etateaente are provi ded b7 the 
Br1tieh Purobaeing Coamiaaion but the tables aotuall:r 
are pr epared in the Div11ion. 'fables shoving capital 
oolllllli tmente were prepared, and were tranalll1 tted on 
Februar;r 7, 14, 21, and 2g, aooor41AS ~ instruction• 
b7 the Beoretar:r. 

A new eel'lee of anal:rtioal tables baa been prepared 
on British lllpire order. of ii"On and eteel. 'fbe 
new atatemente, vh1ob are prepared monthl:r, ooneiat 
ot nine tables. Six ot t beee coYer iron and eteel, 

Regraded Uclassified



(t) 

(g ) 

(h) 

it-
.... , feuiF. r: a& e.., ,..._., a& an 
eJ.uelfteAibt. Olle tMle '"•" torN­.u.,. .., • .. .. Ul .......... elua1t1 ... 
)7 ,.....ot. tllo ..zt '- tald.oa _.. .. e.., toJ'8-
1DP a& AH oluolt1e& 117 -11taotianr. !ho 
r.,1r1: tor J•'UIT 31 1o aow 1a p•••e. 
Arrus••'- haYO bo ...... to rooa..-o 111tonaUon 
on a pta;ro1oal Yo1_. baolo tor ~o ol'4oro, dol1Yor101,and 
4ahe ot oobeduled dol1Yor1oo on anftllod or4on, 
an4 propoeed dol1YH7 oohotllloe oa opUone, W1 ~ ro-
epeot to ener&l o~r 1llportoa1: oo-.41Uoo. At 
preeent work ie progreeo1ng oa the preparation ot a 
eerie• ot tabloo on oaob ot ~ following oommo41t1ell 
(1) ezploe1Yeo and propollanto; (2) obeaioalei ()) 
lhello aa4 boabo; (4) eaall arao •spnaltion; \5) 
or4nanoo; (6) eaell arae (tull7 autoaatio); (7) oub­
aaob1no gano, roYolYoro and ritloe; (4) tanka and 
tank equ1paont; (9 ) non-terrouo aot&le; (10) aotor 
Yobideo; (11 ) IIIUl.l boate and 11b1p1; and (12) aar1D1 
eng1nee. ror eaoh or tboeo oo.ao41t101 the tollowiag 
tobloe are being pr~arod: (a) ourront doliYerT 
etatuo ot ordoro; (b) b1etor'7 or or4ore; (o) b1etorT 
ot deliYerioe; (d) eobeduled del1Yeriee on untilled 
order•; (e) del1YerT eobeduloe or opt1one (1t an7). 
!be data 1n tlloeo tablet are broken down b7 part1oular 
produote, part1oular ao4ole 1n oaob oaee, and parUoular 
aanutaoturere. 

Corta.1n t1nano1&1 1ntoraat1on 11 prepared troa t1ao 
to t1ao oonoern1ng ~ order• placed 1n the UD1to4 
8tateo b7 tho Br1Uab Dlp1ro. A aonth17 report abowe 
'llo- Y&luo or or4ore placed, Ule Y&luo or pqaante 
aade, 11114 ~. Yaluo or unpa1d ooaal.taonto, together 
With the torooaet ot futuro P&TDOilh on Uleoo ooaal.t­
aonto. !hie table wao prepared ae ot rebl'U&r)' 1, 
oa4 wao tranla1 tto4 to Mr. Young on robruarT 20. 

All proepeot1Yo or4ore in the United State• b7 the 
Br:l. U ab Oonrnaont are required at proeont to be 
oloaro4 b7 tho 8ooret&rT or tbo !rea•UrT botoro 
thq 8&7 be place&. In tbio oouneot1on, ~ D1Y111oa 
~ oorta.1n reopone1bil1t1oo. &aob oppl1oat1on tor 
'froanr7 oloaranoo 11 au41ted b7 tbo D1Y111on 1•od1ato17 
upon rooo1pt b7 ~ !ro&OUrT Dopartaont. A table 11 
prepare& da117 &bowing ~ dollar Y&lue or oloarenooe 
tor ~. ourrent wook. F1nall7 a wookl7 table 1o 
prepare& ebowtng ~ dollar Y~uo ot oloaranooe b7 
wooke, olaeo1t1od b7 o ... o41t7 groupe. !heoe wookl7 
table• wore prepared, and were trane11i tted on 
robruar7 10, 20, and 25 to Kr. Young tor the 8oorot&rT• 
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Veekl7 etat .. ente are reoe1ve4 oover1ng tbe u .. hed puroh& ... b7 the letherlallde Purohu1ng 
Co.-1 .. 1on 1n the tJa1 ted Btatee, &114 the YOluae 
or del1ver1ee aade thereon. 81a1lar etat ... nte 
are reoo1ve4 oonoem1ng the aot1rtu .. or 
L1ndetevee, Iao., a large private oouero1·al or­
gaahat1on operating 1D the Datoh ket IDd1... • 
!he deta1ll with reepeot to ordere and deliver!" 
tor these purohu1ng ageao1u are ola .. 1t1e4 b7 
the eaae t.Nnt7·f1ve oo .. o41 t7 groupa ueed tor re­
porUng order• plaoed 1n the United Btatea b7 the 
Br1 t11h bp1re. 

68 

!'.beee data are rn1ewed and edited 1n the D1Y111on 
eaoh week. Reports are t.ben prepared tor each at 
tbeee ageno1ee euaaar1z1ng the 1Dtoraat1on on order• 
&114 del1ver1u, olue1t1ed b7 oo .. o41 v groupe. 
!'heee ' reporte oone1et ot three etat .. ente: the 
t1ret ehowe the h11tor7 or orders plaoed; the .. oond 
l.bov• the h1eto~ ot del1'f0r1ee made on the .. order•; 
&114 the t.b1rd ebowe the ourrent del1ver:r etatue of 
order•. !'he" weeltl7 oo-o41 t7 etateaente oover1DC order• of the Betherlaade Purohu1ng Co.aiee1on were 
prepared, IDd were tra11aa1 Ued on J'ebl'Q&l'7 14 and 18, 
1n aooordaaoe with 1netruoUone b7 t.be 8eoret&r7. 
81a1lar etateaente tor L1n4etevee1 Iao., were pre­
pared, and were tranaa1 tted on J'eDl'Q&l'7 6, 10, and 
21, aleo aooor41ng to 1netruoUone 'b7 the 8eoret&r7. 

(b) Btateaenh •~1&1Dg future requ1re•nte 1n the 
Ull1te4 Statu b7 the Betberlanda Oovemaent were 
prepared b7 the Betherlande Purohu1ng Comaiee1on 
with the a .. ietanoe ot the D1rteion, and were eub­
aUted during February, !'beee etateaenh lhowed 1n 
dollar valuee e•U-ted future requ1r .. ente V1 th 
reepeot to all oo .. od1Uu, and utlaated 4el1ve~ 
requ1r-nte in tei'IH ot p!Q'e1oal quanti t1u t or a1l 
1~ortant 1D41v1dual prod110t1. Upon requut ot 
Ill'. YoungL a table 'liiU prepared • "r1&1Dg tile dollar 
valu of llll" requ1r .. ent • b7 o od1 t7 groupe, 
OlullfJl&R 1941 and 1942 eeparatel:r. !'hie vae 
tranea1 he4 on rebru.r:r 24, 1941. 8ubeequntl7 1 a 
alaUar table vae prepared oonoerD1ng the urgea'l 
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.... !~:-· ~- ....... ,.. ........ .... 
olluJ r.. a 11•• et eta•• •••• J1 I ... _. tobe ...... w. ..,.... .. , .. 0 , ....... n111id.Ma4 
te till Pl'e .. eat 11 Lt.llMI o-i~. fld.l '-112.1 
wu tru..,Ue4 on rebi'IIU')' 16. 

12, At the reqaeet of the 8eore\arf oa Kar 23, ~eaeate 
were 111&4e tor nouripg weeltl.7 uUl 8epteaber 11, aa4 
atter that tortn1S'lt17, troa aore tbaa toJ~ 

iatoraaUoa 
ot plue or eng1De aa4 111 a&aaa of piU'Obaeer, 

R.e1ooJ~t• tor the tortnigbte ell4e4 reb1"1111'1 1 u4 15, 
were tranea1tte4 on rebraar7 10 an4 19, reepeot1Yel.7, 
aooordillg to 1aetraot1oae b7 the Seore~. - Kr. Raae, 
Mr. 'fioltton, Kr. D. J. Leah7 

13. At the requeet ot UDder 8eoret&ZT Bell, Yarioue aeao­
ren4e aa4 oherte were preparecl tor an 1a the rridy 

oone14er1ng aattere of geaerii IDler­
- Xr. Raae, 

'fhe material preaented during the aonth 1nolu4e4 the 
folloWing I 

(a) An anal781e wu u.de of reoeat prioe aw•ente 
1lluetrate4 b7 two wall oherle. 'fhe t1ret ehowe4 
the weeltl7 aYer-.. IIOYeaeate of tba index of 16 
1n4uetr1al nw aateriale an4 ot tbe 1114ex of 12 
too4etutte eiaoe Deoeaber 1939 ; and the 4&117 aOYe­
aente of the 1114ex of the 16 1n4uetr1al raw aater1ale 
and of the 1114ex of 12 foo4etutte e1aoe •oYeaber 19110, 
both the weeltl7 an4 4all7 1114ex .. on the bu1e that 
Allguet 193~00. On tbe - ~ were ehowa aleo 
the pero•tage _pr1oe obaaaee tor 28 1D41'1'1dllal 
ooaaoditlea: 16 1114aetr1al raw aatel'iale aa4 12 foo4-
etutte troa the Aapet 191'0 low to JUU&ZT 22 an4 to 
rebraar7 5, 1~1. 
'fhe noon4 oherl ehowe4 the aontbl7 IIOY ... ate of tbe 
IIIOB ooet-ot-llYing index ooapare4 With the BL8 1D-
4ex ot 863 ·-o41t1ee troll 1935 through 19110. ca 
the e... ob&rt were ehoYII the weeltl7 aOYaeate of the 
BL8 1114ex of 863 o-o41 tl" u4 the BL8 1114ex of 28 
buio ooaao41t1 .. hGe Allguet 1939 to rebi'IIU')' 19, 
1~1. Both of tllln oa.pariaoae were oa the buU 
that 1926-l.oo. (OIIarta preeeate4 at the aeetU, oa 
reb1"1111'1 7.) - Kr. Dlla1 t, lire. .., 
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(a) 

(4) 

-·~ . ., ......... "' ..... ...... .... .~ .• 
W•tate& 'tlir a. tw ..U • .. laul'lW 
......... 1 ... (&) -. ........... i ... 
lllnl• tv a 1111UftQal ~ a•••• 6 
~trial raw .... rJalo 12 tooctabNa, 
~ po:roiDtaga pl'1oa eph!:J•• troa the A11gv.at 
1~ low to lobJ'UU7 II: lobi'IIU'f 11, 1!)11.1. 
(Charta prao1Dta4 at tbo 11aaUac on rabl'UUT 111:.) -
XI'. Daal 11, Xl'a. X., 

In OOIIJloOtiOD with a 4110UI10D ot the oqu1t­
&blo a.pooto ot the 1oauanoe ot taz-exeapt 
oeolll'i tlea, two ohal'to were" preoanta4. !he 
t11'ot oMJ)&l'OCl tbo cUtterenUal 1D ;r1el4 bo­
twooD h1Ch-gra4o oorporato an4 awa1o1pal boada, 
an4 tho IIU1- rata of tho le4•ral 1D41 Y14ual. 
1nooaa tax Mllualq, troa 1900 to 1~. ~be 
oeooDd ohal't lholra4 1n sreator 4eta11 the aora 
reoent -•••' ot the 41tterent1al, b7 aonthl, 
tor the oal.e114ar rear 1~, an4 tor .Tanu&J7 
1!)11.1. ( allal'ta prooente4 at the aeeUng of 
ro~ 111:.) - Ill'. Murphy 

AD anal7ah waa aa4a of raoent IIOYoMnto ot 
baa1o oo-o41 tr pr1o ••, 4oaeaUo an4 11Rporte4, 
1lluatl'ate4 b7 a wall ohart. !hla ohal't ahcnre4 
the woekl7 an4 4&117 aOYoaento of an 1D4ex of 
ll 1aporte4 o ... o41 tin an4 of 17 4oaeet1o ooa­
ao41t1aa ti'OII JanUU7 19110 to •14-lobl'UUT 1941, 
on ~ bal1a tbot Ausuot 1939•100. the wall 
ohal't aloo lholre4 the pero•tage ohaace• tor 
24 1D41Y14ual ooaao41t1ool 17 4oaeat1o ooaao41111eo 
aDd 11 1aporte4 u•od1Uu, troa tbo .&aguat 19110 
lw to rabi'IIU'f 13, en& to reb1'11&1'7 20, 1911:1. 

A oeooD4 wall ohal't lholre4 ~ .,..1_ It 1'1'-11 
t1'14e on 1218 bal1a that 1929•100, tor 4epal'tllent 
aton aalao, Yar1etr otoro oalea, aD4 I'IU'al 
oha1a aton aDd aa11 er4er aalea, tor aaoh 110nth 
at 10M oal.an4ar rean 193Si 1939, 191'(), ID4 tor 
tho t1nt balt ot .ruuarr !)11.1. 

A 11h1r4 ohal't ahowe4 the oa1'1l1J1Co ot taoto1'7 
1110rkaro aD4 tho 00111 ot UY1,, OD the baoU that 
1935-39-100, quartorlr, troa 936 to 1911:1. 
(Ciharb proaente4 at tho ••Ung oa rebruarr 24.) -
XI'. Dag1 11. JII'O. lla7 
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(o) A 4uel'lpU• ,.. 11•• et t11ae WAits 

••'1M'-- a4 MIIIIDlqaea ot ••~ 
111&1oll ban 111• uo4 1D tllo put,.... Ia till 
4ohl'aiUUoa ot Ull ••• ...., ... llffMt u 
tho ro4oroJ. hYII'aaiDt (a)lf Ull 1Dt1Nd 
troa tho tutlare 1 .. MI ot ro4oral IMarlUol 
11 aa4o taz&blo, aD4 (b) 1t tho 1atoreat troa 
futuro 1oaueo ot all fOYoraaoatal oeourlt111 
11 aa4o taz&blo. (Preoeato4 at the aeet1Ag oa 
rebruar1 28.) - Kr. O'Doaaell 

In r oopoDie to a reqa11t b:r tho horetarr oa Jaaaarr 2l 
that etepo be taken to obtain 1DfoJ'IIIUOD tbat ¥111 uo11t 
1n oarr;r1q tbrouSil tho defeaoe f1nanC~Uc ,Pl'OfPWI, a 
aeaorandua wao prepare4, .. 4 wao tranoal tte4 to h1.a oa 
rebruarr 17, euba1tt1ng a ro oal for the obt of 
neOIII&rf 4eta1lo4 1tat11 0 
'IiliiiiOf \IIAI Ubllo 4 bt 

I Tar OUI 0 IIIII I Dlobaii10el 
proo uro • • t preparation ot tho 
punoh oardo and tabvl.atloa of t he otat1ot1o1 vtlen re­
oe1Ted. - Kr. Haae, Kr. T1oltton, Kr. Reach, Kr. Brown 

A propooal of the RrO that the looretarr of the !'rea8111'1 
requeat tbit oorporat1oD to puroheoe ~1tal debenture• 
ot a banlt vaa eltlll1ned. - Hr. Kurpb7, Kr. PurT11, 
Mr. Bamett 

At the requett of UDder 8eoro\al7 Bell oa rebruarr 14, 
lD oonneot1oa v1th an 1nqu1rr froa loMtor Taft, a 
••orandua wao preparo4, an4 wao tran•1 Ue4 to the 
Uader Boorotarr oa tho •- v1 th to the 

ob.ars• atter tbl eatlre oball haYe beooae 
taxable, ohow1q at •'•'- aad at au1- d1tferenualo, 
the ooaponent UOUDtl d'QI to tho 1DOI'IUI 1D debt 1D tho 
f11oal 11ar 19~. to the Doten•• not .. outotandlng, to 
the refund1J11 of outetandlq 41reot 11ouu, aad to 
guaranteed obl1gat1ono. !hi Mooll4 table ooa'-1De4 an 
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-------~la~~ ...... ::-:t = ,...a~r...'l:,r. ~~ :::: .. 
.. ae J)flt .. e ..... -~. .. s.. .... e la 
4ebt la 1,..2, u4 te tbe nf'WIIIDI ot '-ea.ap' 1 .. ue1. -
Ill". 1'1lnler1 Xr. Ooar~, llr. Planle, llr • ._" 

A' the requn' ot Xr. 
WUF 

1). -

A' 'be requ11' ot UDder horot~ll'Y oa rebrurr 271 there 1f&l 'r&JIQ1t'e4 rebl"II&II"J 271 the Ol'ie1D&l 
ot ~ aaaoraad• on 

At tbe requed ot UDder leore~ Bell, 1here wu pz-epare4 
&D4 tr&~~u1Ue4 to hla tar att&obaeat to hie leUere to 
the Preel4e1Re ot 1he lwel.Ye re4eral. a. .. r ... B&DU ot 
rebl"'I&&I"J 28, a ••ora.."""a, wlUl talllee, on 
UDl te4 Statu I&Yl!!p boad pi'OSJ'!II• - Xr. ar. Riiii 

e, 71114 rabe 41ll'lng the pel'l . :,:;:;{ 
rabe 4urlng the reaa1Dlng pel'lo4 u a 
talllee were llle4 1D OODDIOUOD wlUl Ule _....... MD• 
t1oae4 1D thle .. ouon ln u ... 19, 20, &Ill 211 a4 tor 
other purpoeu per'-llllJIS 'o ~ thl1te4 ltatel eaftDII boD4 progr-. - Xr. INWD1 Xr. lroU 

llt tbe reqaut ot tile leoretarJ on re'braaiT 11, a -o­
ru4• wu prepare4 ea4 wu 'ruaa1 "e4 to h1.ll oa 

19, wltb o' to tile e41tor1al ot 
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M. 

25· 

26. 

27. 

2S. 

29. 

)0. 

-u-
Aa•oradllawePIPI.,.. 
horeh~T Bell 
J)I'OpMe4 b1 ... 

,U 1;be NqUUt Of Ule horekl7 OD rebi"U&J'1 14, a aoao­
raa4all wu preparecl &114 wao 'I'ILDa1tte4 to b.la oa that 
date ooU1q forth Ule 4ota1lo of the..J!rouooa4 retllll411!1 
of tho highnz boll4o of Ule ltate ot Xi'iiftau. fa ro­
aponoo tOthi 8ooretarr 1o inqUiry on tibi"U&Z'1 19, a ••o­
raadua wao proparecl aa4 na truaa1tta4 to b.la 011 that 
date with roapoot to 1ntoraaUon reoo1Ya4 fi'Oa Ill'. Xull1gaa, 
!roaaurer Of tho BrC, OOD001"1l1Dg Ule progrooo of Ule ro­
fuadillg plan. A oooon4 •-raa4• na traaal Ua4 to 
the Soorata%7 aa aooollllt of a 
oonYereat1on 1n 
further 

.lt tho roauoat of AaaUtant 8ooro1;arJ 8\llli'f'aa oa 
rebruarr 20, a aeaoraa4• wao DreDit.rll4 

.lt tho roqueot of tho 8ooretarz on Deo .. bor l, four charta 
and two -po were propara4 of ii'OI!D baDU aa4 their 
branobu, aa4 wore tranoa1tto4 to tho firot Doput1 Ooltp­
troller of the Currono1 on robruarz ), 9, an4 2S. -
111'. T1okton, Xro. Volk1Jl4 

At tho roquoot of Ill'. Delano on JU11&J'1 )Oi a ••oraa4• 
no ara4 all4 wu trual Ua4 to hill, o uo1f11Dc -. 

At tho roquut of Ule Seoretarz on robi"U&Z'1 24, a aoao­
raa4• waa pr opara4 llll4 waa traaaal t tad to hill on 
that date, witb roapaot to a telopboaa oall frote 
111'. Puroel.l of tile SEC, repr41ac now oaov1tr offartnga. -
Ill'. Haaa 
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Jl. 

J4. 

81DOO at prOIODt 
atudt of U1o 

Xr. Ooora4 · 

A o.-pariiOD &D4 oootraot of .ar aa4 4epre1110D daf1o1t-
7.ifi9~th&To 'beeD IU])IJ'Iodd D)' niJdii or llp&J'&\o 
Ill U1o11 111bj ooto • - Jlr. lllll'phr 

AD aoal;r111 of faown .rtooUq 1alA1 aDd rod.-pUolll 
of ITD1tod Stahl lla"111SI bolld1. u a gu14o w tll~ro 
oxper!oaoo wa1 u1il iD par\ 1a ~ looro'-r11 1 .&aoual 
Report for 19110, 11111 1D part hal booa aboorbod b)' ~ 
projoot 4 .. or1bod 1D ~~ .. ouoo ao 110• 1~. - Jlr. Ooora4 

fbi r.-r1ow of tu 'Buo Boo.lt of F1omo1al 8'-U1Uoo1 

roqu81tod b)' tho D1iiiloa or 1\itutiod itaodii'd1, 
Bureau of the BuAaet, hal booa toft1oatod, 11aoe at a 
ooofereooo on Fobruarr 28, of reprouotaUYol of tbe 
'freuul")' Dopar1aoat, the 80&1'4 of OoYeraora of the 
Federal 1\e .. ne Brat•, ao4 the Poderal Depol1 t Ioauraooa 
CorporaUoa, Ulo projeot waa ab&D4ono4. - llr. IIIU'Ph1 

Aaa10tmoo waa g1YOil tllo 
of fax Ro1oaroh 111 aa. PI"'IPtL1'11.t1,~o 
Oouoae1 of ~ ~~~~~~~~~ 

w 1a-
to prort4o 

tar tho Podoral tuaUoa of futuro U••• of obllgaUou 
of tho UD1to4 8tatoa • .a4 ita 1Detraaoatal1Uea, and for 
other purpoo ... - llr. llau, llr. llurph)' 
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l. 

2. 

4. 

5. 

• 

-1' -
II. ProJeota Dl' ata41ea IID4er wq 

Rntev of var-f~oi!!fraeuv.a 1a ~e1llfeJWtt oou,l'1ea 
in the pre .. n'li 'lr&l'. - • i~bi, llr. Kat ook 

At the requ .. t of UDder Seoretar:r Bell on October 1~, a 
IDelll<ralldua 1a being prepared on a auorandua aubm1thd 
b~ Mr. John EYans, Pl'eaident of the tlrat latlonai sank 
0 DenYer, coiorido, in reference to United States GoYern­
ment bonds nov owned b;r the J'ederal Re .. rn S;ratea and ita 
member banks, and auggeatione concerning a refunding and 
change in fora vb1oh 110uld IIJ)pear to be in interest ot 
the ~reasur:r Depart.ent, the J'ederal ReeerYe S:retea, ~e 
aember banke, ~e J'ederal Depoait Insurance Corporation, 
and the publ1o generall;r whoa e aone:r 1a depoe! ted in 
member banlte. - Hr. Murph;r 

In responae to a request b;r Under Seoretar,r Bell on 
Januar:r 27, oo .. ente are being prepared on a memorandwa 
~ Hr. Geo~e E¥1· to Mr. Vbite, i .n regard to a plan or • I . I . ~tereon entitled, "A Means ot financing the 
Defense Prograa1 • - Mr. 'l'umer 

At the requeat of Under Seoretar:r Bell repliel are being 
prepared to oert&1n questions asked by the Wa~r Committee 
pr eparator:r to its inYeetlgat!on ot banking an monetar;r 
conditione pursuant to Senate Resolution 125. -Mr. Haas, 
Mr. Hurph;r, Mr. Turner 

A aesorandua 11 being prepared on the relationship be­
tieefuFnb11o debt operations and bani reeerYeB. -xr. er 

6. A study ia being 11ade of the probable exoe .. reaerYea 
in 1941-42. - Mr. Turner 

1. A aemorandum is being prepared on a negotiable •tap• 
seourity, - Mr. !ickton, Mrs. Wolk!Dd 

S. At the request of 

9· 

an analyaia ie <>e>wg 

the request of 
being pr epared 
Coueroe dated 

on J'ebl'U&1"7 5, 
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10. 

11. 

12. 

1). 

14. 

15. 

- 14 -

"' tollt nq••' ot Dl4tr ..... ...,. Jell .. , • ....,. 11., 
• ••oru411a 1e be1q pr_,ue4 1111 tilt lnNtarr rep!'d­
ins a 1tner tr011 KN. 171Y1a r. Poner, lew lork Pott, 
dah4 J'ulltl'1 21, •ucs••Uns a plu tor 'Ill 41ttl'lbuUoa 
ot t1llih4 Stat .. GoYemaut uoanuet. ::U. Lie, 
Rr. liiii87, ir. fWiier 

A etu~ 

At the requ .. t ot Mr. Hettelt1nger on rebruar)' 3, there 

78 

it being rerteve4 a propo .. 4 replJ, prepared b7 the Bureau 
ot Aooounte, to a letter troa Senator Pat Harl'ieon dated 
JanUArT 9, requ .. t111g the Departaent 1 t rtewe on s. 56. a 
bill to aaend the looial Seouri t7 .t.ot v1 tb reepeortO 
grant• to Stat .. tor old-age aedetanoe. - llr. Murpt17, 
Mr. Reagb 

At the requeet ot Mr. Hettelt1nger on rebruar7 3. there 
11 being reYiewe4 a propoeed reply, prepared b7 the Buzoeau 
ot Aooounte, to a letter troa Senator Pat Harr1eon dated 
Januar,r 9, requeeti, tbe Departaent•e Yiewe on s. 147, 
a bill to aaend the oo1al seour1t7 Aot to etandirdlse 
the amount to be oontr1buted b7 tbe United State• tor old­
age aeeietanoe. - Mr. Murpb.T, Kr. Beagb 

At the requ .. t ot lllr. Hetteltinger on rebruar)' 3, there 
11 being reY1ewed a propoeed r epl7, prepared b7 tbe 
Bureau ot Aooounte, to a letter troa Senator Pat Harrison 
dated J111uar,r 9, requeeUng the Departaent 1 e rtewe on 
s. 161, a bill to aaend the Sooial Seourit7 Aot to praride 
tor a larger Federal paraent to the State• tor old-age 
au1etanoe. - Xr. Kllrpb.T, Mr. Reagb 

RtYenue Eetiaatee 

I. ProJeoh or etu41ee ooapleted 

1. 1'he reSUlar aontbl7 etat•ent wae prepared tor tbt Bureau 
ot Aooounte, 
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5· 

6. 

-·-

~~'"iriliJf1t9i~~~,n;;;, were 
prepared, and were tranam1ttad on ebruarr l to Mr. Weber, 
and on rebruar7 5 to M1 .. Barr. - Mr. Brontenbr~BJ~er 

.lt the requeet ot Mr. Maxwell, Bureau ot Aooollllta, on 
rebruarr 24, Ulere wa1 reY1ned lind retUl'lled to hla oil 
Februar7 26, a aeaor&ll4wa tor Onder 8eoret&r7 Bell 
raY1ert!!B; ~ pro~ui 61 the c~ .. 1our ot Intemal 
Jliiiiu~or dl•ooDtilliily \hi .. menoll or 4elell .. tax 
oolleotiou 67 tlii Bureau or Iiitii'iil Lnnue. - ltr. Lie, 
ltr. b'bonneU, Mr. Murph;r 

l!. .lt the requ .. t of uautut 8eoret&J7 8ull.1Yu Oil rebl'll&l')' 13, 
tor u .. 1n the !lllar1qa 'before the ~ttee Oil Yqe IID4 
Meu1 ot the Bouae ot RapreautaUna, on the 1l'ubllo Debt 
4ot of 1~11 , reYellae eaU-tea were prepared, m4 were 
'tNAiih .a to m Oil iiiit We. ot the enntual 1norea ... 
to be expeoted Ybea thll 1nhreat oil all 111debtedne .. 
autbor1.ucl b7 tale bill aball be aubJeot to Fe4eral 1nooae 
taxea, on the ua1111pt1on 1ibat thll 1nter .. t troa State and 
local SOYel'IUieetal aeo111'1t1aa would reeain tax-ex.-pt. -
Mr. Brolltenbrenner, llr. Lealle7 
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11. 

12. 
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In OODMOUOD With ~ bearlqa on the 11xoaaa Protlh 
!u Aaendaaata ot 19!11 , d the requaat of liautant 
8eoratar.r IUiii..a on fabru&J'7 12, revenue aatimataa 
were proparo4 in tabular tol'll, and were trana111ttid to 
h111 on rebl"UAJ'7 24, ot the net deoreaee in oorporaUon 
exoeae-protlte tuee ~oh would reeult trom (1) a pro­
vleion to allow taxpayer• to oarry forward tor two 7eare 
the unuud exoe .. -proti te oredl t ot an7 exoeee-protj. te 
taxable year; and (2) a proviaion to permit oorporationa 
whloh were so-oalled •growth oorporationa• to utilize 
an alternative method ot computing their exoeas-protits 
tax oredit tor exoesa-protita tax purposee. - Mr. Leahe7 

At the request ot A&sUtant Seoretar.r Sullivan on 
Februar7 20, tor use in an addreee, an eatiaate wae 
prepared, and waa transmitted on Febru&r)' 21 or the 
eventual net increase in rederal revenuee it the inter­
eat rroa fUture ieauea or State ilil iooil gonrnaent81 
eeourltiea 81eo 1e aide taxable. It ~he aaae Uie, 
there wae given bli an eetl .. te ot the total net inoreaee 
ln revenue ot the Federal Government troll the provieiona 
ot t he Publlo Debt Act ot 19~1, plue the increase troa 
future Ueuee ot State and local governaental eeouritlee 
it made taxable also. - Mr. O'Donnell 

In connection with t he propoeed revision ot the revenue 
laws in 19~1 , at the requeet ot the Division ot Tax Re­
eearoh on Januaey 27, an eatlute was made ot the 
~~~~~~~-o~t the idoptlon ot three propoeid changes 
1 income tax aurtax rate aohedulea, 
ehowing separatel7 ~e aaounte attributable without and 
with the Detenee tax. !he eetiute wae tranamitted to 
Mr. Blough on Febru&r7 11. - Hr . Brontenbrenuer 

II. ProJects or etudlee under ~ 

1 , J.t the request ot the Divieion ot Tax Reeearoh on Jul7 12, 
an uu .. te 1e baing aada ot the additional revenue whioh 
woUld be derlvid it autu&l lneuranoe ooapanlea o\lier th&a 
lite ineuranoe ooapaniae taxable under Seotion 207 ot the 
Internal Revenue Code vera ude taxable in the aaae llMner 
ae atoolt inauranoe ooapaniee other than lite lnauranoe 
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(a) felepbone aJI4 telegraph, N41o &114 oallle fao1l1 t1ee, 
leaaed V1rea, eto. 

(b) Autoaob1le truoka. 

(o) T1rea &114 1nner tubea. 

(d) B1tua1noue ooal. 

(e) D1at1lle4 ep1r1te, 4oaeat1o. 

loonoa1o Con41t1one Rel,ted to F1eoal 
iii4 kriuue aatere 

I. Projeotl or etwUee oaplete4 

l. Xftoranda on the bua1neu &114 pr1oe a1 tuaUon were pr .. 
pared, M4 were traaiilhi4 tO thi hore\&1'7 on 
rebru&r7 10, 18, &114 211-. - Kr. Haae, Kr. Dag1t, 
Xr• . lla7. Xr. eun-aux, Xr. 1m tb 

Tb"e ••ormad& oonta1ne4 1n 11441Uon to ADA171U at 
the ourreat 11 tuat1oa tbe follov1J11 epeo1al etu41": 

(a) A •tud:r of the current pvobUliiC pwer of national 
1nooae ooapared v1 tb the 1919 leYel, aontbl7, tr011 
JmaU&JT 1937 to date. (Chart 1n aeaoranda of 
Pebruar7 lO. Aleo 4eeor1bed below UA4er loonoalo 
Con41 Uone, I, ae u .. 9.) - Xr. Daggi t, Xr•. lla7 
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('b) 

(o) 

(d) 

(e) 

80 

-~-
.&a ~1110 fill.. Ill ....... Ue11111 .. 
tiM •.an fill tJ tllit •ittlo, tM Mt openU., 
111 ... , ... ~ ....... ' .......... -~. 
fi'Oa ~ • ...., ' llati. (abart 1A - .. ..a. 
of ro'bNU'f • Aloo 4eMI'lbecl bel• wa4111' 
Koo11oa10 ao.At.Uno, 1, &I U• 12.) - tlr. Ohft'r&lllt 

A ooapariiOII of earD1ace of 1D4uotr1al oorporat1ono 
with tile now J'RB 1D4u of 1D4uUr1al produoUon, 
1935-39-lOO, froa 1933 to date. {Chart 1n auo­
randua of re'bl'll&l")' 18. Allo deoor1bo4 below UDder 
Koonoa1o Oo..U.Uone, I, ao U• 11.) - llr. llagg1 t 

A oo.parioon of 1;be aonaoat of pr1oeo of t.portld 
aD4 4oaoot1o o-o41Ueo, wealtlJ', troa JlllluaJ:T 19llo, 
aD4 4a1lr, fi'Oa Jaa11U'7 1~1 to date; 1111d Ule per­
oedage o!l&Dge tor tile 11141w14ual oo-o41t1u froa 
J.ucu.•t 1940 low 1;o 2 oelootod olll"J"Int datu. 
(Ohart 1n a-.rall4a of re'llrua.rJ 18 and 2~. Allo 
delor1'be4 'below UDder Eooaoalo Oo..U.Uou, I, ao 
1tea 8, ) - tlr. DqgU, lira. Ka7 

A ow4J of tile re1d1oll 'be1;wen naUoaal 1nooae pq­
aenta, 1929•100, &114 the J'RB 1adez of dep~t 
otore ealee, 1923-25-100, aanuallr, troa 1932, &114 
aonthlr , troa Januarr 1937 to date. (Ohart 111 aeao­
randua of re'bru&rT 24. Aleo deoor1be4 'below uD4er 
Eoonoalo CoDl1t1one, I, •• ltea 10. ' - kr. Dqgit 

2. lleaor&Dda on 
Uon were nr11D1.r 

}. 

w,-1.7, 

Gnat lr1klll, .. 111-
41oato4 'b7 4eparWre. pera1 reported 4&117 'b7 'he 
Ott1oe of Xerohallt 8b1p Control. !he ta'blee were pre­
parecl tor the weelta en41q re'bru&rT 1, a, 15, and 22. 
OD h'bruaJ:T 3, 10, 17, 11114 M the or1glaal aD4 13 photo­
a tat• were tr&Dialtted to A8etet1Dt 8eoreta17 Galton. 
In a441t1on, eaoh week two pbotootato were tralloa1tte4 
to Mr. YoUDg, o11e of 11b1oh wu for kr. PurY1o. -
Mr. !1ok1;oll, llr, D. J, LeohJ' 

• 
• 
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6. 

-11· 

o-eah were p~ 
tebruarr 5, 11, 19, 
w1 th the Pr:l.dq •eUnge 
Kr. Dasg1t, Xr1. ~ 

7. At the reque1t ot the leoret&r)' on P1b1'1UZ'Y 
wa• u.de ot ~~~~~~ ~ ~~!M~~~~~~ and ne 1nooi ii 
a1tte4 to the leoret&l'J' on tbe •- date. - Xr. Dasg1t, 
Krl. ~ 

J &nl&&l'T • &114 • 
Januarr to date; ud tbe peroetaae obaage tor 

the 1111l11'1dual. oo.aodl.Ute troa the Auauet 191&o low· to 
2 eeleoted ourreat date•, wu uee4 1n ooaaeouea with the 
bue1neee aeaoranda ot rebraarr 1~ and rebraar.r 24, !hie 
ohart wae 11eted UDder Eoonoa1o Ooad1t1one, I, ae ltea 1(d). -
Kr. Dasglt, Kr•. J1q 

1929-100, 
baele) 

to date, wre relate4 to the 1108 ooet-ot'-UY1ag 
.1.:11~~.1.oo. A abart •hGwlaC 11011tbl7 ftprel tl'Oil 

JUUIT to date wu uee4 1a oeaaeeUoa w1 th the llue1De1e 
-ol'Uid• ot Peb.._..,. 10, u4 wu 1Ute4 11114er Eooaolllo 
Coadltloae, I, ae U• l.(a). - Xr. Deglt, lire. 11&7 

10. ... u4e at 
~!¥-lt (the Dell-' 1Y upreaH4 l 

1D4n: ot 
te4). A obart troa 

2, &114 aoa1all7f tJ'Oil Jan'U17 1937 to date, wu ueed 1a 
ooaneotloa w11al the bu1ae" -oraa4• ot Pebruar:r 24, u4 
... l1ete4 under Eooaoalo Ooad1Uone, I, u 1t• l(e). -xr. »aau. 
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u. 

12. 

1}. 

1~. 

1,. 

An anal111a of 1ihe ral~ e11aaaUon .U aa4e llhov1ilg 
the YOllllll of tre!jiji\ ~!o, the net operaUng 1nooq 
of the ra1lroa4e, &114 railwq equ1}lllent purotu.au, 
aonthl7, froa JanU&rJ 1939 to date. A ohart preeent1ng 
thl rtlultl Of thil 1ta4T WU 'DIM 1D OOIUIIOtiOD W11h the 
bua1nell aeaorandwl of rebr'll&l'7 14, and wu l1atecl 11D4er 
J:oonoa1o Coii41Uou, I, a1 u .. 1 ('b). - llr. Ci»Yrawt 

llr. llaal, ICr, Daggi t 

At the requut of llr. Buokle7 on Febl'U&1'7 10, a a .. orandua, 
w1 th tab1u, wu prtpare4, an4 wu tran1&1 Ue4 to hi a on 
rebru&r7 1~, w1 t;h rupeot to oerta1n ooaparat1Ye ezport 
an4 pr1oe 4ata on leather, all4 llhoeyr!ou. aa a bali• tor 
oonll4eraUon ot ezpor\ oon\roi. - xr. Daggit, xra. X.,. 

At 1he requut of Ule lleoret&r7 on Febi'V.&1'7 12, ti»re , 
were tranaa1UI4 to h1a on re'bru&r7 17L a ••orall4- pre-
.,...,_ 'b7 JCr. of tiM JaUonal ueten .. c-unon 

tor trana1 ttal to 
an4 llr, ReD4ereon, -

16. At 1ihe requut of the leeret&r7 on Februar7 27, a aeao­
randua froa Kr. s- ot the Detenee Ooa1 .. 1on on ooean · 
fr•11!bt rah• wu 1ora.n•1 tte4 to t!» 8eoret&rJ on '•'l'U&rl 28. - llr. Rau 
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1. 

2. 

83 

-·-n. rroJ!!!! • n 'u WE .., 
AD aUeept u 'MlDC .... te ~· ev lllto .... uoa oa 
tho YOluo of atlll.M ..aero .. n"'- .. , a oa.poOlto 
1a4ox o: Wlt1llod Ol'Clore b&H4 oa data froa la4l't1dllal 
ln4uoti'!... - Ill'. biriii · 
A proJ eot 1o under •AT oo110nlllnc toro1• dotol'llilllag 
trtndl Of ba010 o-urlidr1o .. , ili10 iiiYOi'l'ol a n~ 
ot (1) \he torool lito 118 guoral oo11110d1 t7 pr1ou 
.nd (2) tho toroeo detel'll1n11\8 tho pr1o .. of 1Ad1'1'1aaal 
oouo41Ueo. 

Vltb r .. peot to (1), ge111ral oomod1t)' pr1o .. , 1111 
llllal711• 1a 1n prooe .. of dUparlUoo botwooa 4-4 
and prod110Uon ao a baa1o pr1oo taotor whloh, aa4or OJt­

oou1Yo war d-4, a1-t lead to 1DtlaUon. r or uoo 
1n t hU aaa1rl1o two 1.Jidoxoo or d-4 are bolag oon­
otruotod: AD 1a4ox of ozport 4oau4 wh1ob •ZJII'••••• 1ho 
exporto ot aaautaoarod goode 1a phfoloal Yolaao, and 
tho index of oono-r ba71ng 1A tonao ot phfo1oal YOlWII, 
which 11 part of the proJoot on aoaoureo or oon-r buJ­
i ng l1oted ao Uaa 3 below. 

With rnpoot to (2), pr1oeo ot 1nd1Yidual o.-od1t1u, 
eh1paento of a g1Yen OOIIII041t7, or 4el1nr1eo to oon­
IWioro, are talr.en ae a meuure of doaud, to be ooa­
parod v1th production. !on bal1o ooaaotlt1eo h&Ye betn 
•elected tctat1Yol7 tor studJ, and tbio work U 1n 
prooou. - Kr. llagg1t, llro. XaJ, Kr. !aith, 111 .. Hagedorn 

A proJoot on 11 under ¥aT 
With tho obJ eo: (a) and {b) 
two 11141oeo to aouure tho bu;r1ng power ot oono1aero 1A 
tozwo ot pbJI1oal Yolaae of purotlaa .. ; ao4 (o) an 1Adex 
to aoaouN ohaogeo 111 total oonouaor oxpond1 turoo, 1a 
dollar Yoluao. !heoe 1Ad1ou Will luppl•ont our pruent 
"1ndox ot 1aloo •, whloh 11 4eoignod to aoaouro. tho •ott­
takl0 or aautao~ good1 into Yar1ou• oon•~Uoa 
obannllo. 

(a) 8tud1 .. on a 110nthl.7 baa1• haYI boen OOIIJiletod 
on 1Dd1Y14ual ooaponentl ot tbl pbJ11oal Yoluao 
index or oon•-r bu;r1ng power, 1nUtled "Index 
ot oon1uaor deaand tor a 11lootod group ot oon•-r 
good•"· 'fhlo 1nde:x 11 oorr1otod tor tho etteot ot 
pr1oe ohEgu troa 1935 to date. ••1ghtl ha'l'e boon 
Ulaabl.o& and tho 1a4ox 11 roa4T tor t1nal OOIIJiut&o­
Uon aa4 t1nal 11aool1al a4Jutaont. 
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(11) 

(o) 

• 

-·-............................... it•••lll 
~Ml ftJ.-. illlelf fll I I • ~ ,..... 
oaUUIA •lllla fll ....... ... 1r c '"'• 
pMrer•. 1111• lela t.a u :MtiA 11etll taw 
ottoot of pl'loo ..._. .. _. tor • ottoot ot 
Dlwlc•• la ao uUoul 1a-.. 
Vlt:h roapeot '- ~ 'IDiex or ooa1aaor oxpon41-
tlli'OI 1a 4ollu •alae•, flll't:her progroa1 baa booa 
aad1 1a deYelop1ns 1n41Y1dual 1er1o1, 1n dotorato-
1DC their la1tab111tr tor 1nolua1on aa4 the noooal&rJ 
a4Jul'-loah. !heao 10r101 baYI bean ol&a11t1•d 1n 
tvo broad CJ'OIIP•: dlll'ablo fSOOd• aa4 non-dal'll!llo 
goodo, ~be p~OIO of tho 1n4U 11 to OOYOI' &I 
luge u poeelblo a PI'OJIOI"tloa of ~ parohaaoa of 
ultlaato ooa1•oro. - Ill'. Desg1t, lll'o. Kq, 
Kr. Cololougll, lllr. llaUh 

~. A bener 11 needed 
&I an a brellk-
4ovn &I betnoa 1nYoato1'111 or hold 'b7 
aanutaotlll'lrl oad t:hoae hold 'b7 ot:hero. AD attoapt '­
denlop euoh oa 11141x 1o ua4er wq. - lllr. ~t 

5. A etu~ of tho Yollllle of 1n1tallaent 'ba7111C aad oon1w.r 
oredl t hae nearl7 been ooapletod. ~· •tudr 11 d11lgnod 
e•entuallf to prar14e a aonthlr index of tho Yoluae of 
b&lng on deterred re-'·· '11111oh at tiMe h &D lij)ort&nt 
buelneu taotor. I~ in abqaaoe at proeaat, pen41ng 
publication of a new etud7 b7 the Departaent of Ooaaeroe. -
Xre. Kq 

6. A proJeot in Jll"'OIIs 11 dll1ped to dnelop an index ot 
1n4uet~z:oduot1on that Will 1n41oah wellk }{ weii 
£lie app ii ieYd ot ibi ID 1D4ex. IE i1 iiliita4e 
a larger nUiber Ot woiUr urlie \hill are 1aoluded 111 aJl1 
ourroat buo1neee 1n41oee, with we1gbt1nge an4 a ... onal 
114Juetaento approxiaatlac t:hou 1D tbe f'RB 1Ddex. -
Xr. Daggi t, lilr. 8a1 t:h 
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1. 

-.. " 
~.:~ .!:!«.cr:;:;;;t!:il~l::;::· 
tor teMMI', a hi'MMt .t • ... :r"4.- eue 
Chat _, M Nqwt 1l, ld -:t'• ._,. tMeh ft111A 
allft'l&'O or PHY•i ... & n.p.-~~jo. Dtlgit,llr.Cibft'NIIZ 

Aot lt1 InN=• 

I. Pro,Jooto or n....u.u onplob4 

An aotuar1al roi)Ort ot tAo Bo~t f1lUJ'1u ot tAo 
01nl Serrtoe inir•nt iii ouli 1T hill on tAo 
ooet ot tho prorto1oao ot li 7, a blll to uiiill 
the Cli11 hrdoe L1iir•u lit to pi'Ort4e tor oertalD 
a44e4 bODet1h, ... IIJIPI'"'I4 IID4 tnaa.1Uo4 to tile 01Y1l 8oi"Y-
1oo ~111•on Pellrul7 3. - Ill'. Reqb, Ill'. Brown 

2. In oooperatlon wUh 1;1» Maboro ot tllo otatt ot tAo 
8oo1al 8eour1 117 Board, tllore wu o011plet14 tile tlnal 
clratt ot tAo f1rot annul ot tho 

• tbe Seoretarr ot tbe !reUUl'J and the Clba1raan ot the 
Soo1al 8eour1t7 Board, ... eent to tho loorot&l'J ot Labor 
tor her e1gnature on J'ebru&r7 21. - Kr. Roagb, Hr. HurphJ, 
Mr. Brown 

aeabor ot tile etatt. - Ill'. RHcb 

5. A letter a4clroue4 to the Honorable Robert ~ook, 
0b.a1.1'11&11, Coaa1 ttee on 01rtl lol"Y1oo, Roue ot -
Reprellntat1Yee, ... lli'IP&rl4 tor o1gnataro of tllo 
A4a1n1otrat1Ye Ale1otant to tho Soorotarr, and wao aailod 
on rebJ'!1&1'7 ll, otatlng that 1naauoh ao 1:ho onaota011t ot 
R. R. lii4J. 1n 1 to prooont tol'lll, would attoot tbe tunotlono 
or tho 'freuul'J Departaont, the Departaont would approo1ato 
an opportun1t;r to oxpreoo 1to Y10WI U tile O~Uu oon­
teaplateo aot1Yo oono14erat1on at tho bill. - Kr. Reagb 
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l . 

2. 

4. 

-·-
pt::~;:::;~, foP 11.. 111 PN-t YaluUon of 1;t• C1Y11 

Serrtoe ReUr•en~ hll4 ~ purpo .. of 4e~ers1.Al.as 
the 11ab1UUe8 of the GoYe:nuaea~ 11114er ~ 01'1'11 
8erY1oe Re~1r•111t l.aw. UDder the l.ewt _nob a Yalll&­
t1oa au.t be pzof»e.red u of Jul;r l, l 9't0. - XI'. Reagh, 
Mr. Brown, X.. J:roll. 

At tbe reque8t oa Deo .. ber 19 of Kr. John P. J:ile;r of 
t he Ch1oago D1ne1on 'hohaloal S~atf of "• Bureau of 
I nternal ~•a•, fvtber a .. 18~aaoe 18 betas g!Yea ia 
pr eparation or aater1al for Ul 1i &a 1000111 tax ClUe 
1nY01Yiag ~he pqMat of \be prooeiu or Ute luuraaoe 
pol1o1 .. 1a 1anal.l.aen~8. - Kr. Reagll, Kr. Brown 

The rore1ga 8erY1oe ReUrea eat l aw, a8 epproYC4 
Aprll 24, 19)9, 8eot1on 26(a), pron4e8 tllat the 
•rreaeu17 Departaent ehall prepare 1:111 eaUaa~e8 of 
t he eanual appropr1ai1ou req111re4 to lie .a4e to 111:w 
rore1gn 8erY1oe Re~1reaent aa4 Dl8ab111Sr riiD4 and 
ehil! mite ao\lliHa YUuatlon8 at inierYU8 of tln 
;reare, or ot~ener 1t 4e811e4 ne0 .. 8&1'7 b7 the leore~&l'7 
ot tbe ~eaeul')'1 • An outl1u ot ~~ data NCfllb'e4 for 
aak1118 1111 ao~uar1al Yal.uUon baa been ~he4 te 
~he Sta~e Departiliiit. 1 pPeUatner;r 18tt.&h ot ~ 
appropr1at1on requ11'14 tor the t1eoal ;rear 1~ baa 
been pPepa1'84, &D4 haa been IJ1lt.ltte4 to ~ Sta~e 
Departa111~. - XI'. Reaab, XI'. Brown 

At Ule reque.t of 

pa:rc
1

tptao,tu•lcle~; a1 ~· D;;~:: t~~~~~~::;;~~~~~ 
Mr. Reap 
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1. Publ1oat1on• 

(a) ror til8 robl'll&1'7' 18oae of tlw !r-17 BlllloUa &at& 
wore prepared on aYor&eo T1ol.4o of loaa-t- !roulll')' 
boD4o aa4 .b.1gb-gN4o oorporato 'boD4o. - JU.•• srre 

(b) 

(o) 

.Ul Glo •'-rial oW.Uh4 for tile Jo'bl'UI'7 1 .. ao 
wu renowo4 u4 o4Uo4. - Xr. L1D4ow, liU. .. Err• 

ao•• th. of J u U&l'7. 
publ1oaUon llhowo bf .. our1u .. the rabo of 

1ntereot, aa~Uoo, 1atoroot paraent 4atoo, and 
uouah ouUtaD41ng; aDd for oaoh 4&1 of \lw aontb, 
tosethar w1th a aonthlr aYeraso, oloo1DC aarkot 
qaotauou (aocnod 1nbroU to bo a44o4), aDd 
71ol4o. QlwtaUoao of ol.oo1ac prtooo for !rouUI'J 
boada aro f- tbo Bow York 8took bohallgo and are 
fUI'IIiahed 'bJ tliO Federal. ao .. r,.. Blllllt of Bow York. 
114 &1111 aakod pr1o .. tor !rouUI'J ootoo &1111 bid and 
aako4 dUOOUDt for !roUUI'J bUla aro reoa1n4 fi'OII 
doal.ore 1a !lew York C1 tr. .Ul 71olda are oal.o11lato4 
to tho oal.l. •4 aaturl tiJ dat... - Xr. Xoo47, X1 .. KoC07 
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(4) 

(e) 

(f) 

(g) 

-·-
'be -hental7 

WollWI4 

.lt the requ .. t ot the M••at.traun .l .. utut to 
the S.oretar:y on Januar:r 2), a renew waa IUI4e of 
tile aatel'ial 1n the UnUe4 8tat11 GoYenaaent ll&llual 
relating to national 4erenee aott ... ttiee ln thi 
'lrea•lll'J' Departaent. .l eaggeete4 eubetl tute wae 
prepare4, and wu tran•1Uecl under OOYer of a 
aeaorand1111 to Jlr. C. II. Bell on Febru&1"7 ) . -
lllee Ziegler 

wae retunaed to Ilia on that date. - Jlr. 

Cop)' tor tile extre.ot on the 'lreaeur)' Departaent 
troa the Oopsreeeional D1reotor!lot Januarr 1941, 
u bel11g prepare4 tor traniilh to tile Gonrlllllent 
Printing Ott1oe. - X1ee Weeterman 

2. Correepondenoe 

Repl1ee were prepared to letter• reoe1Te4 on eubJeote re­
lating to the work of the D1T1e1on, and letter• drattecl 
eleewhere and euba1tted to the D1T111on tor tllet purpoee 
were r enewed. - Ill•• X1ohener, X1ee Ziegler, and other 
••bere of the atatt 1n eppropl'iate t1el4e ot work. 

During febru..,., 49) letter• were reoe1Te4 1ft the D1Y1e1on 
and 435 were handle4 ae requ1re4. 

). Charta 

Charta are prepare4 and eonUnuall7 bzoouebt up to date 
tor uee 1n aeaorand.a and 111 ollart book• on epeo1al eub­
Jeotei and oorreepoll41ng pllotograph1o, pho1:oetat1o, and 
aul U 1 th work 1e oarrt.ed on. 'fhle 1e done 111 the Grapb1o 
Seot1on ander tile euperY1e1on of Mr. B&n)'ae. .l etat1at1oal 
report on the work of the Gr~o 8eoUon tor the aonth ot 
r ebru&l')' 1a a ttaob e4. 
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to8 _, .... ta - Is u •• .............. til _..... .............. , ...... ·-
~ofwoft 

• 

3 'boa4 curt 'Moko 'bi'OIII!II' ,.. \0 U\0 
~1 otbtr charlo 'broqllt ,.. \0 u\0 

Vtteelly!OJ.II 
total Jo'oo 

Photocraphe 1 

total Jo'bo 
llllll'otr o t -

Jopt~'OII 
Coatact prlato 
.. lar..-ato 

PboSOttt\ t l 

~otal Jo'bo 
llllll'otr or -

wttorollo coplwo 
~1 otbn coploo 

M9ltl11QI 
total,. ... 
llo.aber or-

liDO pl .... 

Mltctllp!DI• 
~otal Jo'bo 

I 

-IIJ 
., ll 

" 5) 

171 6o 
117 6o 
llt7 )61 

1111 , 
1,2)'} 

10,711 "' 120 

13 I 

I) • 
11 10 

121 

2; 
6ol 

1~ 

1,511 
10,,.. 

15 

91 
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pi!ASURY O.ARTMDn' 

~ ~~
0 

INftll ~ CC AMICA'I'IOII 
fOf 

9t 

- &lftl 1, liU 

IIJ', OGOUIIII CONFIDENTIAL 

So14 to eo ... r c1al cODoerao ••...••••. , .• &eJ,OOO 
Pllrehuecl trOD •-re1al ooao•rao ••..• ..£111,000 

Opea .arat etu11J1c rna1Ae4 at •.oa-1/a. fn.aa&o~Uou of the reporliJoc 
~~Uta nre u tollolre1 

Sol4 to co ... re1al coDC•ne •••••••••••• ..£ 1,000 
Pllrehue4 trOD c-rc1al OODUIMOII .. , .. , - 0 -

'l'bio 110ni.Ac'• ....,.papon oan1•4 repone Ula\ th• (!e••tu 4o1lar woaU 
plaet4 at par wlth \he 11a1\o4 Stat .. 4o1lar throqb a toretp ~ ...,.._ 

botwon \hh co1Ul\'7 aa4 Cau.d&. 0.. th• etreacth of \hooe nporb, the C•••d!u 
!Jopron4 to a 4hcOUDt of 12,-3/l&f, liT \hh athnooa. J1Ult lleton \he ol01•, 
, the Proo14oat e\ahcl Ulat h• ha4 ae.,.r heart th• ncceoUoa \bet the 11att•4 
an4 O&Ddtaa ..,...... .. 1 .. 111 pogecl 4ollar to" 4ollar 'tv otftetal aoUoa. lb .. 

nachecl tbe ....at, \he rat• darl•4 to ou•. the ftaal ~uotaUoa wu 
ao coepare4 with 1~3/tf. lut ntpt. 

In lin Torlt, th• oloelDc rat•• for the toroica O'CII'HII01eo l1ot•4 lle1oe "" 
tolloeo: 

htoo true <-rcial) 
hl411h ll:roaa 
letch.nart: 
Lira 
.lrpaUa• pooo ( trM) 
:lraoutaa atlreio ( treo) 
Jlu1- polO 
Cv.hu pooo 

.:aaaa 

.~1/a 
,40()& 

.011011 

.:aao 
• OCIOC5 

·*' ~1/ef. 41••-• 

!hen won ao col4 traaauUoaa oo-\14 lv ,... with foretcD ooaa\r t11 to4q. 

llo ...,. col4 • ....,.... • ._ "" nporte4. 
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h .... .-JUII - et dl- •Willi 161,,.- .._ tM IUWif 
Pvoll& .. .ut. 01 _.,, _ .. ,35.000 - -iltl& II - Jl' httfw ,_ 
torei• -vlel, '- t.....t Wl9WF• .. I lel:'1 ):J,:. - 111111Wte& 
..-. pro4wttea au- ,_ 1-. *1181. - 11111 • u .. .,., ..u~. 

CONFIDENTIAL 

/ 
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Jlr, !leu lhuiD h lll 1k!" Ion OUJ 11114 I 'iWrefore, 
have not been able to 4hn.. ehel repon wtShlll, u :rn 
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Steel Capacity 

The industry and the President protest with a single voice: "There is plenty, 

plenty." The grim account books of war record: "There is never enough." 

I~ THE destiny of a nation, what is the 
m~aning of steel capacit)'? It is the prime 

index of a nation's abilit-y to provide for 
it(rlr indusuially in peace and in war. 
1 here are other vital indexes, but none 
n('arl)' so vit:ll as ned. The metal-product 
ol the m>rriage in high heat ol iron ore 
and coke and l hn~stonc-is the uni\'ersa1 
stiffener of war and peace economie:s, the 
da(~ic fotnor in the calculations of econo­
mi~u. \fithout st<.'el c:lp.1Cily no nation can 
:t(pirt to flnt rank, and the concentration 
of producti\'e facilities among the t«h· 
nirally •nperior powers can be judged !rom 
the !art that approsimately go per C<nt of 
tht 19!\9 production wa5 confined to half 
admen n::uions. The U.S. a lone producrd 
murt than 35 pt"r cent. Grrmany. mcluding 
1hc conqueorcclu.•t•ritories of the Saar, Aus­
tri>. C:tc.·hosiOI'Jkia. and PoiJnd, produced 
20 pn cent. the U.S.S.R. 14 per cent, the 
l 1mtrd Kingdom 10 per cent. France 6 
pt"r rc.·nr. and Japan 5 pn cent. Leaving 
onl~· to per cent- a matter o£ roughly 15 
million tons om or :m annual output of 
•r.n million ton\- for a he rcu of the world. 

S1~11i11~ with a prch·ar capacity of 8t 
million 1um. \\'h~c ha~ the U.S. to fear 
frmu \\':\f-c."~)C('i~Jl)' this O('W kind Of \\'ar, 
(uu~hl II!U Sf) 11111C:h wilh ('(UlKript masstS 
:t\ with ,··orHnipt inthul rirs. conscript a1· 

Joys, conscript technical skills and imagina· 
tion? Nothinf at all. "Y the men who man· 
ag< th< stee mills. Thi$ has l)c,en their 
sttady answer since the on.set o{ the crisi&­
since the firSt heavy British and French buy· 
in~ in th< spring ol tg.Jo. The ruperimJ» 
siuon ol the U.S. delense load bas not 
nuscd them to ahtr their position. Titey 
compJre Januory production ol6.9 million 
tons- the highest in the nation's hjstory­
with a World War I peak monthly produc· 
tion ol 4·' million tons and the 1929 high 
nf ,.., million tons. 

Even lor a nation numbed by industrial 
statinic.,. the figures for steel roll with the 
S<>und olthunder. According to the Ameri· 
can Iron and Stetl Institute, some eight· 
S('()rt companies reprtStnting 95 per cent 
ol U.S. steelmoking capacity art thiJ year 
spendinll S•8• million on new plont. The 
biggeSL smgle program is Bethlehem Steel's, 
"' nottd in the preceding article. Altogether 
an eStimated H million tons wiJII)c, added 
to existing U.S. capacity. 

15 this enough {or the task that is un· 
rleniably ahead olus? Despite the calm sta· 
tistic toting ol the experu, the impregnable 
rnnfidence ol the steel industry itself, there 
haJ hrcn a definite tightening in the situa· 
tion. British buying has gone up and up­
from 11 0.000 cons of ingots and semifin-

ishtd steel in 1959 to H million in 19ofO. 
and this ynr it was expected to approach 
six to eight million tons. The newspapers 
and the conlertnce rooms of industry have 
l)c,cn lull of talk about thorugts, at hand 
or impending. Figures ol carcity are one 
thing: atructural shapes an ban, billets 
and wire rod.. on the unloading platlorrns 
l)c,hind the factory ore something eJse. And 
within the New Deal a group of angry and 
pertine-nt economists, nckoning on a maxi­
mum ingot production of 8~.t million tons 
lor 1941, and a demand far in excess of that, 
hne l)c,en storming the OPM and the White 
Home for at least a 10 per cent increase in 
ca~city. 

The strain bttween the rt:alitia of deliv­
erit$ and statistical reas.surances became so 
intense that finally Mr. Stettinius. the pri· 
orities htad in OPM, and the President 
himsell had to take cognizance of it. A 
thoroughgoing survty of steel capacity w:u 
ordend, and the outcome l\'as the so-called 
Dunn report, released February 18. It was 
the work of Cano Dunn, ~tnior consul tant 
ol OPM's production division, head ol J. 
C. White Engineering Corp., a conscien· 
tious, abJe engineer. The circumstances 
surrounding the release of the report were 
ironical enough, as the anecdote in "The 
State ol Defense" on page 40 illustratts. 

TO EXPAND STEEL CAPACITY 10 PER CENT !COST: $1 - $1.5 BILLION! YOU NEED: 
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Steel Capacity 

The industry and the President protest with a single voice: "There IS plenty, 
plenty." T he grim account books of war record: "There is never enough." 

I~ THE dtstiny of a nation. what is the 
mt:.ning of stttl capacit)? It is the prime 

lncirx or a nation's ability to pro\idt for 
n~H indu.nri31ly in ~ct and in \\'ar. 
I hc•e Art ochrr vital indexes. but none 
nr:~r l )' so •·i tal autcel. The mttal- product 
uf rhr m:.rriagr in high heat o( iron ore 
:.ud rokc ami lirncstone- is the univers.1l 
\tdTrnrr or war and r>taC't' economie-1. the 
fl ;t(\k fanor in ahr calculalions of econo­
mi,u. \\'irhout steel c:lp:tcity no nation ran 
~'pirr 10 fint rank.~ and ahe conetnaralion 
of productil·• lacilitits •mong the tech· 
ninlh 'Upt"rior powrrs can~ judgftl from 
the fut 1hac appro:s:imatrly go per cent of 
rhr ttl~9 produnion was confined to half 
• dmrn notions. The l' .S. •lont produeecl 
tnHft th:m ~5 prr Cf'nt. Cennany. anduding 
ahr conqutrcd ltrritorirs of the Saar. AuJ· 
tu•. C:m hoslo•·okio. and Pol•nd. producecl 
20 pcr cent. the t.:.S.S.R. 14 ptr cent, the 
l 1tuaf'd ~ingdom ao ptr cenl, France 6 
JW"l u-m . and J;~pan 3 JX'f ctnl. Le~wing 
nnlr 10 per rent- a maur r of roughly ·~ 
million ton\ om of an annual output of 
l .!';n ruillhm rnm-for thr rt'l of the world. 

S1:t11in.~ ,,·ith :'1 prrwar ~p.1rity of 8t 
milliun rwu. what h;u the U.S. to frar 
rmm \\' ;tT-{'1J'K'ciaiJ)' this nt\\' kind of \\' 3T, 

ruu~.thl '"'' Y) murh wich cnnxript nmm-s 
:1' tdth ,-onw-ripl indmtrits. ('Onscript :.1· 

lo)s. conscript technical skill• and itnagina· 
lion? Nothing :11 all, say Lht mt":n who man~ 
age the mel mills. This ha< b<tn thtir 
~ttf11d)' ans,,•er sin« the on~t of the crisi.­
•ince the first hti''Y British and Fr<nch buy· 
in~ in the spring of 1940. Tht suptrimpo­
siuon or tht' u.s. dtfen.st load h:u not 
r;~ usrrl them ro ahrr rhrir po5ition. They 
comport January production of 6.9 mill ion 
tont- thc hightst in the nation's history­
•<ith a World War I pt•k monthly produc· 
tion of~·' million tons and the 1919 high 
nl ,o;.~ m11lion tons. 

[,·rn for a nation numb«~ by indUJtrial 
\lf111iJtia~ tht figurts for st~l roll wiah lht 
sound of thundtr. According to tht Amm· 
can Iron and Sttel Institute, some eight· 
score eompanies reproscnting 95 ptr cent 
of U.S. st«lmaking capacity art this year 
sptndin$ $181 million on new plant. The 
bi~~c!l s•ngle program is Bethlehtm Sttel's, 
»noted in the prececling article. Altogtther 
on ellimated H mill ion tons will be addecl 
to tsi11ing U.S. cap.1city. 

Is this t nough lor tht task that is un· 
rleniohly ohead of us? DC5pite the calm sta· 
ti!lk tOting of the txptru, the imprtgn>ble 
rnnfidenct of the sttel indumy itstll. thtrt 
h:t~ hren a dtfinirr tighttning in the situ3· 
d on. British hu)'ing fias gone up and up­
from 1 10.000 toru of ingots and srmifin· 

iahtd 11ed in '959 to H miUion in 1940. 
and this )tar it was txpcctecl to approach 
six tO tight million tonl. Tht ntwspaptrs 
and tht conference rooms of industry havt 
~n full of talk about shortagts. a t hand 
or imptnding. Figurts of capacity ar< one 
thing: structural sha~ and bars. billets 
and wire rods. on the unloading platfoun< 
behind tht factory art somttbing the. And 
within tht r-:ew Deal a group of angry and 
Pfrtbttnt rconomi.sts, r«:koning on a maxi· 
mum ingot production of 84.1 million com 
lor t94t, and a demand far in acts~ of that, 
ha<r b«n storming tht OP:\f and the Whitt 
Houst for at leut a 10 per ttnt incrcast in 
capacity. 

The strain ~twttn the rnlitia of deJi\•· 
trirs and statistical reassun.nctS btame to 
inrrme ahat 6n311y Mr. Sttuinius, thr pri· 
oritirs head in OP~I. and tht Pmident 
himstll had to ta.ke cognizance of it. A 
thoroughgoing survty of Slttl capacity was 
orderecl. and iht outcomt was tht so-callecl 
Dunn report. released Ftb ruary 18. It waJ 

che work. of Cano Dunn, .stnior consuhanc 
of OPM's production d ivision, head of J . 
G. Whitt Enginttring Corp .• a conscien· 
ciom. :'lblt engineer. Thr circumstancts 
surrounding thr rt1tue: of thr n~rt were 
ironical tnough . ., the anteclotc in "Tht 
State of Deltnst" on page 40 illustntts. 

TO EXPAND STEEL CAPACITY 10 PER CENT ICOST: $1- $1.5 BILLION> YOU NEED: 
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lhrir ----~· Aad wh<n Mr. a-1~ ...... .., Cftft dw 
wrisluy ~lcula11ofto. JI'OC< 10 bonith 
lht If>«'« rla attl thor"'!!< "hh a blilht­
~ that 1M moM oplnklnatfd Mttlman 
•·outd nC'Jl h.a'-e dartd 10 indul~ in public. 
t~ irony was complne:. For t.M fint time 
in 1ht .,.,.,.., of lht "'"' O.al lht Ad­
minis;&n.tion and tht MC't'l induttry foand 
ahc:rmchn ~lk.iftl the lli'M ~~~ 

Th~ ca~ forth~ slaiUJ quo 

THE D\1nn npon runt to e ighty ~)'ptd 
pages plus ~bla and chans. but It a n 

fairly be iummcd up in a wnttncc: the U.S. 
luu no ftttd l o 111orry 11b01't Jtttl-it can 
td t "'t oJ itJ rt ft4 i t'tmtniJ cwd Brit11in'J. 
This rnuuring and Jtanling toncluJ.ion 
"·u KXI"I«i "·h hout apparen t ux of mir­
rors. ).b. Dunn ntinutC'd 1 maximum de-
1m.nd o( 71·S million tont for 1941. H c­
arri,·ed at thi' total by .cklint the nr ati· 
nu.trs of the- anny. N\f, ).fl.rid~ Com­
m4Non. and c.hc Bt-itith Purth.uing Conl­
misYon to a chilian nc'fd n1nrtutd on 
the' ~Ut of cht ri\l" in ttf'Cl dnn:lncl with 
the- riw in n)eionat inctM"M. 

~ 1otal ntimattct n«<b for ddcmc 

95 

r.: ~.eo.. .... -s 
n .. • ..., .am.. incot 

- -.., ._. d.: '-' ai11M>n 1""' 
lor dw U.S. Anay. Nby. lnd· Marilimt 
C ' hn: .. 11611ion 10n1 for Brit .. ln: 
1.8 million Wit for Cal\lda: and t million 
tom ftw ochtr f~ bu)·~n. Thi• nehn:ut 
for Brhaln, lnddtntally, i• contidtut..l) 
h i.teh"' than • at p«dintd by tht t-~«1 itt~ 
dn.Ary. On 1M tiltit of an ncimMtd ~"n 
billion nAtional ii'KOn'W', Mr. Dunn ~mn 
d~ ·~ 1 chllbn ckmancl at 61 million tom. 
X'r'OI"du•~ to a complk.atf'CI fomtub ""'f"tcd 
OUI by lhf · ·C'JI•kno--n Afd «<nnG''iJt. )ltl· 
\i n C. & Chunu. This $8o billion intOmt 
k\·C'l U tht hi&h•nttr mark anticip;attd M 
AdminiJtn:tion c<onomisu. If it shno!•kt 
MIILlllf ht only sn billioo. lht OPll , .. 
port anumts 1 chahan <knund of onh ~.1 
million ton" 

This it thr plcturt at Mr. Dunn .K't' it 
for 1!)11 · In '!'4'· with the ~;urrt"nt pt"OQI .llll 

"·hirlillJC to a C'lima:c and the 1\llit)tt.al in 
rome IPI)I'Ciafhing a maximum o( St10 
hillion. he: forn«• :a t~l l 1.S. dtftn\C .i<"­
m~od of 4;.5 million 1oru.an upon ckm:lnd 
of '4·S mallion torn., and a toul ri'ili~n dr­
ound ol 70 million. Ot- a toul of Sg milliun 
tont for t9-f t . 

\\'hn-e dra Mr. Dunn cxp«t to find 
apo<ily """'3h 10 mttt lht r>«d> .,t lir• 
and \\""Jr? AC'COfding to him. xtw.l rd1.blt 
ap;~dt). u of the be-ginning of •9t' · ~:t\ 

87.1 nuUton toN-Or ,._, •11.-.. toN 1n 

'"""' .-4 1ht .....,....t """"'" lo,curn. I ht 
hlliWt" hl•etf' •a rr.whcd in J»tl b, ttiluc 
hte b'l •·5,..,. tthttht indu.an't w.u .. l.ud 
10 pn crnt allmuntc for prt-.htftl6o1• I~' 
drN" '" lhtthla*n fnr I"C'pplin. SJIC"C'flin-: u1• 
tlte> mnhltll prriod ("ftft«tJJ i1 nrKt uf If'' 
w•wq~). Mr. Dillin II}'S. •·ould add 1. 1 

mllhu11 It !Itt In annilll l'aJDI il \. \n1l .111 
.ldtlttk"'.al •·1 millitwt lnnt nf npvm c m 
hr faJ'IJt'd in N<lfleft'd lk'C'I f~tftdrin ttul 
.ut hi Ill lntludcd in the- •corl i.,...,n ·, ,. ....... 

If thnt C'tlinutn ol total tn)"mu•n tt"­

•rnirnMtm '" '"•' an'"""'"· llw l ' ' 
~m uwh .. n . on thO b:tJK.. tht-t•ltl h.a'" .. 
rtt,U(Ut til tO. I m1lli.ftn tOfU in t;tiU. II\ \~ 
, .. '"I'· the- pinch ol}\iou~h· 111.i1l Ill.• •l~~"~r 
Rut l1;.:,ut1"- HC1 ttw- <Mklition n( 1 •1 1111lhou 
lUll\ .:t\ 3 f"('~llh i.r tht 11\"W r1:UH 11• 1,\ f•lllltl 
lnj(. ~ft. Uunn l)mj('('U:. toc.•l ' ·'tYdt' "' 
~U. I 1nillin11 I011J ror that )C':tt- :t m;ul.(llll•( 

t . t rullliun. In ~dtl iticm, he J.N)illh t•• t lw 
' '"' l'uh\ tt•l~t•luul in tilt vlrl lko, .... ·u~t·• ' "" 
't' ll('l'- \\ hid1 h)\(' l:ain Ullll~"l hot \1.11 .. 
I hr l\f\'(111t"t"1 t.~ill i ll C'Xi~tnl't" h 1\\' .1 

1 .1(U4 H' c•r ; .r. million tonJ. of ~hith l.;.ul\ 
h:alf '-:I' in u~ l..t!ot \('U. ll:ud JJrt'"'<o('CI. th' 
\1\'C'Inu\lcu ,;,uld tum to thtm (M, anW.IIC 

uthC"' """'- rnu(uuin~ but.. honl'tllt ""'"· 
ll,uh • .an .. ll•"'""llot.~k- •"~· h·n'1tt<~ tilt ·~-·n 
hroUih\ IH tfLII "'ICUI (or nlUIC' I \.W till.;, 

I'''"IIMIHU. I hC' thi·r-f r;~uh of the' '""'"' 
m<"n ,,;~• mK"nt~in tcmper.uurr ro.uu•l 

IT WOULD T AU A LOT OF MONEY. MATERIALS. Mf.S- ASD TI~IE 

Ter1 pn unt rwpan,lon of \lttl t"ap,uhy may noc 
tOUnd ~"itubtlv impn•"ht: l('h tatlv h h oo \'J'\1 
an ~ndnu\ir11 lhll nnbody tu' bt-rn abtt to calt.., 
Late iu tl«t upon 1he CWnlfY, h midlt m.t • 
billw-ot I blltfon 1fMI I h1lf. h mi:tf\1 (tUtt I 
ntrt~ wr~ 411 bol•ic'I'N"lb th,oucl't di,ndfiJ mtft 
•nd m11tnbh ,,.., ochn ...,..,..., t"o;tru of tbc 
dtktit ,.,...,.... to wt up dw a.ldrt.iiOIUI 1.-rillbn. 
h C'f'ftlah co.W Mt br-~ qllicU•·· lln-r 1ft Jl 

f1:W n--...... too"itf: 

Mnu (~ Gft mintt ;n Mil'll'l~l olwl ~IK-hi~l\ 
'11,"(141 )d hl\t 10 bt opt"nrd; ~ nilrNd nu 1"1;11tr 
avall<lble 10 n rty the Oft to U\.t Supnic11 dr• l.• ' 
rn«t 'hiP' built to tr-a"'IJ0'1 tlw (Itt ctfJlf"" ~ull 
monre niln»d n.n would be nttd.-d u. haul c·~ l 
a I'd liMC'Wonc bom 'br ~!linn to tht pbtm .. 

Cole O'fM "'"Wid ban to be built I\ WMo .... 
hn«. 1 •• 'fl~Wih"d: U•O ,un or IIICift" •• \ho bbot; 
f..-uc" ... opt11 lwntM aad ~ T_. 
two to lotn' "un. AM lllortt 0"~ and lw111»<.C" 

} sso.uo .. u1-. 

}~-

"-••uld t« pthr 1. 1 tn l..f mnlilw\ ,,.., ttl •trrl tu 
C IIII~IIUlli•l'll )11'111' itiii" 'UiiiU in l hf• l '"') 'nl, ,11111 

l,tr nl+•lf' ''I~~''"''"· lht·u· "'"'nlol hllll' ' " lw '"'' 
•••Ulna. l'lni•hil\l, ll tld \II IM1Uial r~ulh, , ... a ''''"'" 
our'"''" 11-tr """"' oll\;rou• t"''C"'IIbh I hh l"''ltl"'" 
il~ ~ul!ll)ll!t(altv Jlit"'UIHI .... .,,.,,, j, tlil .. 11 "*' .oil 

N l!lllolttd HM c.- $1 !IJ<'"""u ..... l , 

1 hi' tt4wtanct' af ,..,. ~"""' and •hi' '" ro­
\t~l't' tG ~~.,. Oft '"""' 1w u..lrro4A.od t\ttt 
11W ,.IIIU, lruu "'br w\kd al thor~--

BUT at lent lwr·fifth of floe eM! ....W lie ioo ........ liooio~ioot. Ollll(lo,.l 01ills, ooakiog pitt, llo•tiog loroKn , tic. 
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Utethc-M'W eethall 

1l ,fL DUNN, althaap -,. _.. 
.1V.l u... baa tu<tdoocl b1o - ol 
''rt'li.able'' QPKiry. Since &he new ~ant 
<XpamiOft It ii....Sy ill lullowina and tinc~t 
II takn ••~•~•~ \0 ttahtttn months to buUd 
an hf>t"•htuth fuma«. h is dear that tht 
qucscion of how wrll we lhall fare in the 
CTitical rnr t9fl dtpmcb upon whtthtr 
tM dcm.Jnd f« S(fff pualkb dw Dunn 
N:timat"" This ~)' -~u be' tht C'»t: dw 
Brhi\h ~n•l be able to my abt trith the 
htlp.of tt\t· ton.nasc. tefl'tltinly onNirbd 
frw t~ U.S. Army aDd Nan m•J bc 
.atimtd with their pnxnt quou: tht )bri· 
••tnt Commi»ion ,..1 not drmand mou 
pl.1te for ship&: &ad lht cirilb.n drm&nd ,..., no-· and ebb submiahc.ly to the 
rh)thm olth< na.tional income.. 

The- Dunn rtport a.uu-ma Wt aU will bt 
•ni.JWd. juw as n ~urnt:l that tM poccntial 
boulrntd.s lh.at ttand in the "'~)' of athit\• 
in.g "rtlilble .. c:ap:.cit) "'ill be 0\·cr~. 
Suc;h boultn«h. for tlQmplc. u tht mot-1· 
ag« ot pig iron and coke. (BtthltMm. a.t 
dtteribtd on ~gc: ~~.t . iJ in fact importing 
coke from Grc:at Brttain.) And it tWKb to 
lC'.1 ~.1n that if tht pin(h fOT war ••eel• a.hould 
btcomt intolrntM. imn\Hiiatt roulu 
rtmld be- obuintd b) a Jt\ffC and intelli· 
li(C'nt rationin,JC o f tht 79 per u·m of produt• 
tiou :.llt)(';ltC'd to ch·ihan we~ 

S1ucr tht' ; tttl indlmt)' thinkJ in tht 
~n~<" ttl nu, ont C".an undtnund "''h)' it 
hn'td a \a~h of rtlitf w~n tht Dunn tC'­
poct wa.s bnalh di1tiOK'd. Tht induttt) 
h;u ron~mrrnlr ,;oft't'd .at tht tear-y run.nou 
ol \horu~n. arguin~ that the apprint'nl 
' tu:.htnn,6, .. "''liJ ccmponr) and br~h at· 
cubutabl~t c.o panic:kf if DOt do!a"f'lrit;ht ttlf· 
tV. 111\tniOf' l:Kning. And dw b.r mmdnt 
Wtrm "'til "mp:uhin with iu niUCUtlC'C' 
to nnharL upon a tmibl} COMJ) a.nd ptob 
ahf) un«(llne)mic o..panJton. io wprnnl~ 
p£M upoo P'""'' capa...rit)· the' mintmum 
tO JX'f CC'RI incrt:.tW' UfJC'd b)' thC :'\C''-' 
Dtaltn "ould ~t from a billion 10 a btl· 
hon •nd a h~U dollar~: and in o-caling h 
01 ''hole nth' w-rirs of bottlt'ncda. arising 
h tltn tht dhrnion of mtn and mater ill h. 
might be' inuodu«'d into tht C'COOomy-a 
tt'Hing •rsumtnL St«lmrn ha.,·e tenac'IOUJ 
memoritt.. In '93'· ahC'l' one tplurxe ol ex· 
pa11~ion, 1M induttr)' "'aJ llble to KTIJIC up 
hutinns ror onl) •9-~ prr cent of upathy. 
lktM'tn '9'3 lind •938. produe1ion \UJ at 
lht r~tt' of lt"Q rhln 30 ptT crn.t. 

If t.hit .-en all the-re ..-at to tM JWObkm 
n4 te«l- if "t could in jUMS« 10 our ro&e 
a' a arn• .-oriel po-·u count apon the 
prov-nt of a.hr war and thr rc01 g • it qdt 
k<u '"- ~n that •'Un·thin ma~n ctwud 
on tht OP;\1 rqoon. thm thtn could bo 
no ~round for qu;arrtl wnh Mr. Dun.n or 
"tlh t.hr .. tth:am. But is this the propn 
auttudt for 1 natic:.w tunift8 10 rann 
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The altemat ive 

T il E fatal weaknat of the Dunn rcppn 
lt not in what h aaya. It ia in whit b 

l<lt unttld. In ht <Orf _.me<Jont it Ia· 
norts wha.t b actu.a.llf ha~"l in 1tttl 
"o"''• and what will annatably llapptn if 
tilt nation enr son full out on a war 
prt~gnm. In contrut with lht npon l&Jtlf, 
thrn ne acaual or impmdinc: Jbortacn 
in 'ariout l)ptt of tt«l-notably ttructural. 
pbtC'. and dKtric s.trdt., The: atC't':l f':ll lC' IC 
tM twainnin1 of Maf(h wu runninc ac 
?1 .,., cone, itidi<:atina how dotdJ dmilnd 
u ptNint, capacity. TM automobile l• 
duMry "ill almoA ttrUJnl:y bnt iu .uppll 
nu Wrply b) wmmu. And it it a vc:l ~ 
LtlO"'n (aa dut nuny hi& aeel produan. 
h;u .uwod b) the pratnt I)'RnD o( ,-ofuntary 
prioridet.. • ·ou\d ''relc:or::a.t rationinJ. 

Thne are hardly the tfmptOml of an in· 
du.tlr) whh a comrorub1t margin. Saraf 
111\fiHOf') bu)ing may account for totnt 
nf them. but tht: fact m::o.airu that back· 
~~~J , hutud of diminithing. continue tO 

!>ilt up. and the tirMtablt: £or dtlh·eritt 
• hting pushed wttkt aht:ad-6ft«n to thl· 

ettu '''teU on the :avera,ge. The shonaget 
are n~t ominous in the clmric-furnitce 
Jttcl,, key ddcru.t" metab aincc they iodude 
cool, ttainlcu, and rolltr·bt:aring .Kt't:l.t, and 
\lct'h for dit:s and ccnain t)-pa of :trmor 
pl.att and 1un forsi"S'- And complttion 
nf rhe n,QoOCC';an na\1' d.C'pmcb upon the 
unuuc:rruptrd ttcpping up ol ht:.t\') arrntliJ> 

l.t .. er npxit). But there it no rm:rpn ldt 
"' a UrntQblt not ol our c:hooling. 

I hh h the ttory running th.roua,h tt«l. 
and ~tult tOmt of the "'ligln:ncu" m.ay ~ 
d~ co immtory uoding. it m;ay artu.Liy 
tC'fHnc1H the emc'lma of the fint iJ"tCto 
Qp;iblt: cluractaitua of 1 •w tconOft'l')'• 
;\o nun or Jroup of ll'lleR cou.ld ~ to ~ttl 
"ulutl tnelhonJ Of eont how much tc«l fht 
C · S. rn.t)' n«d U it goa to "'at~ t1t" 
to Ltcp Britain in action. Wilh iu Cfn· 
'\uc•ftl tcrritorit"t Cc:muny now luJ, fon 
I iC b.uit o( 19,9 figures. a productionlof 

j .f million toru aga.inn. t&.s million •' 
ldtaln and Canada. To give Britain an,. 
chin~ aper01chin~ puity in mml it a 
n-.uHrttc 1mpouibtlity-t\~ if the or ~c 
had the bouomt to carT}' h. Cn1ainly, l\C' 
tO;j million corunrmuktdforbn'in 19ft 
arc not apt to bt a d«iiiw factor, and lk 
fact th>ttht tmtd ol 8ricith onkn _ , .. 
to•'>td labriotod K«i. whidl would rdcn 
th< bombinc out o1 tlwir owrt labriotl'l 
npttit), ftlftftl an addtd buldcn upoa Off 
alrtady f>'t<wt<d lal>ri<Minc laolida. 

llurn military nmlt lor 11ft! lor thipt. 
aum. r..nb . plana. eK.. caa. bt ati-.a1td 
fJirl) af(llrAtd). TJw qUifM.ion iJ 1lD( 

•htcht< Mr. Ouna't lipT< ol H milliGII 
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b) tht fact tllac lndina mitiwy ..,.a~ 
rnm11 arc a.npffdkub&C' lftd IIYIJ' run twia 
at hlah at tht dir«t. llliliwy roodt. bar­
rad.J. bfid«n, S..npn. howinc. new and 
C'XfNnckd ptanu 10 manufaaurc: war goocb 
ur ~oodJ 1 o m.1 kc war aoodt-all that nt:td 
Jt«l and a.re pan cl the war program, 
IIKHI,Mh not l•btl«< as mlllta'l tonn.age. U 
they wert, the mitita..,.a.ecl hJura could 
rud at ltJtt 8 milliOC' tona. 

T il£ fAILURE ol tht Dunn rtpon wu 
tht failurt to allow few tht unfathom­

•bk n«Cb of war or lO a.NwtT the argu· 
nwnts of chc inttnte NC"W Dnlnt, who 
rNinta.in that no wa.r it worth !iJhtint if it 
mnnJckM..-oyi"'•t home the thinp_Wc u< 
tnohcd lO prtttnt in prindpk._ Thq re­
(WC' to tcparatc the war procram rrom chtir 
C'COOOn\k plannina fof tht fuuu"t:; they100e 
C'~pamion to like up the .a in uncmpao,. 
rntnt. rathu than cut down civilian con· 
•umpdon, "·hich at worM •'OUld mean mort: 
uncmplo)mcnc and at bnt a thifdn& of 
"orl.cn fnto "·a.r indwc:ria. In Wmtr~ to 
;\lr. Dunn. Itt h be said thll it W&J not hit 
aniMnmtntto rnoh't that pe:rlupt inccon· 
cibblc forett; and 10 far u the NC'W Dn1aa 
lire con«rncd, h it Klf-c,,idt:nt th~t from 
tht"' hat come no tangible plan for pTC\'tnt· 
ln~e the conClth·ably more dii&ICTOU$ postwar 
lllltmplorment thlt would follow a huge 
t'xp;uuion in opacity now. 

Thb tide til a hust and ca.tly cx:paruion 
l)f nth' plane, a numbu of fta~iblt sups an 
tnuinll bC' takc:n co rcUe"\·e the prae;urc:. 
The dnlian tontumocr can do with Ia. tt«l 
a.nd more tt~bMhucn. at hC' U a1rady l"t'CCOGo 
ciltcl to do with Ln. aluminum. and whik 
tht ll~ or the- 19-fl Dctroic modc:b 
W<M.tklltJ\C' a pp in the adttmt'ftt o( thr 
bll. ~t could tnulniJ ~ it &o sunin 
at fr« mtn.. Alto. the nuonaliution of 
production-the tprc:adina of orden more 
t-ftiriC'ntlr th,oush w indUMI')'--·ould in· 
di.tpuub) ..-ai~e ou1put. But bt:bt ntion· 
aliution tJ pouiblc, tOme aort of coru:rolling 
board for the tt«l indutcty, cndo"·C'd with 
pltnJI') power by gncc: of tht Dt:putmt:nt 
ol Jmti«" Jnd •.Kt«Jblt to Philip ).furray 
of the c.r.o .. mull be IC'I up. But hoWC'\'C'f' 
che admlni.ttrllhe and radoninc probJtnu 
att ~ppr4»ched, one faa lt ~1: a nation 
:u ptact ttnd.t co unckrnumau itt nttteb 
fot lt&r. \\'hen "' t tntrm:l dw lul war, our 
milh.tr) .stttl rtquirC'IDC'nU wen atimattd 
II 16 tO 18 ptr CC'flt of apKity. But befort 
the War "'ih 0\tf 6o ptr ant of Clpltcitr 
_.., d<\oud 10 ............... parpooa and 
pncti<:ally tht ........... .,... - alio<atod 
to "'(Mntbl war uea.. .. Tht prac:nt wu. 
"'"h mon mteh.anu~doo • ._.. 80ft 
ttct:l. Tht« It 1a.mi. .. lor • in lricWI 
up<rim«. E•m afccyliboraJ-Ior 
m«h>nlml,..r,th<- inti thtml­
,._,;"1 IW'O and I hiJf U.S II •UICh llftl11 

oh<J had <011nc<d ""· And ic it- .......... 
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Inab1 'I ot L1D48teYel, Ino. , to p1aoe 1Wel ozo41zo• 
1D the UD1te4 Stat ... 

A few c!a'll &8Q, WMD IIJ', Lindow Wal 1D ... York, 
the 1teel bll7er tor L1D48ten•, Ino., (a large Dutoh 
oo-1"01&1 t11'11 upozotlJIS to the Jethezo1an4• k•t 
In41 .. ) told h1a that 1t •a• beooa1J18 alao1t 1apo111ble 
to plaoe ozo41r• tor 1teel, Be laid that he wu tl"J-
1ng to plaoe aD ol"4er tor tl"'a 5,000 to 7, 000 tODI 
ot o-zo01al 1teel 1te•• aDd •a• UD&ble to t1D4 &D'I 
talttl"l, enn thougb he wa• w1ll1ng to aooept del1n17 
u late u the 8pr1118 of 1942 aDd was w1ll1118 to Pa7 
pl"1oee preYaU1118 at the t1• of 4el1Tel"J. Ill". L1n4ow 
allted whether there wu &D'I quut1on ot the requ1zoe­
•nte being tor UDUIUal lhapee aDd 81zee, but the 
buJer eaphal1aed that the 1teu were or regul.azo 
00-1"01&1 tJPe8, !'h1e 111 Of OOUJ"Ie , a Yel"J IIMJ.l 
ozoder bat that -.ke• 1 t all the aore •1gD1t1o&Dt. 
!be eteel 1e required tor 41teDie aot1Y1t1ee 1n the 
Jletherl&D4e East In41 ... 
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DO~tteAI .J.W. 

AprU 1, lMl 

a.ar !dalral IM17 S, Land 
United Statea M&rlt~ Co..iaaiou 
Jaahington, D. c. 

Dear .t.aalral Lana: 

Becauae of ita direct illpact llpOil price atabllila­
tloa, I raised the queetion of the ehlppinc problca Llet 
•-r iD one of the tlret Dtfeue C~ul011 Metlltp. 
It I r-llber correctq, it .. u a NI'Dlt of the euu­
ing 4iacueeion thet JOU were iD•ited to attend our uzt 
Metiq, and it .. thea that I outll.ned the dlftloult 
probleu n aaw ahead. !hie _, late iD June 1~. 
TodaJ price riaee 1D t.ported oa.aoditiee threaten our 
d0111tlc price structure with oa.plete diaruptlou. Froa 
Janue17 2 1_ l&U, to M&rch 2'1, l9U{ a pariod of le11 thaD 
three .ODtbl the baaic oa..oditJ Ddex of the Bureau of 
Labor Statiatica ~ riaeu l2.T,r, 1D eubatantial part due 
to the •harp rhe ot 19 •• 1a the iDdez nb-voa.p ot la­
ported cQIIOdltlea. !beae prloe rlaee ... not OalJ iD­
dh'iduall.J llal'ahl to the defaue effort, bat, throap 
their o..W..tln ohal'aoter ... iDtectiDc the entire price 
tti'UctUN, !be Seoret&I'J of the 'fi'IU111"J h 10 CODOerDH 
about thla atter thet he .... tb llrovallt it to the at­
teatiou of the Prelidat ill a letbr llhloh I DOll han be­
fwe •· 

Ov reoOI'U abw thet a llt.dillc factor ill the rile 
of l.porta 1a tile laoreaae ill forel&l! ahlpplJII ratea, llotll 
oarco ud ohal'ter. A ·letter to ue fl'oa a illporter tia­
ololla that a ablp ollarterel dvlac the 19M-1935 por1o4 
at 85 oater ,.. a..a..ip.t ton par aCIIlth brought n • 
J~ 2f lMO, ua ill to:!{'• arket would be worth at leaet 
$8. eatilloDJ u to a 1ar charter prioea iD forelp 

• 
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co-ree waa introc!uced at tbe hearing Juet concluded 
before the Interatate C-ree C-hlion in llll' .. ti­
gation & Suspension Docket lo. •a96, in which we ap­
peared as protestant . 1hile it is true that the costa 
ot operating Teaaela in foreign co..erce haTe been ria­
log, rate increaa .. han far outstripped any rise needed 
either to coYer ooete or to bring into service marginal 
shipping. From the public interest standpoint, tliere­
torei present foreign cargo and charter rates aeea en­
tire y too high. 

On February 25 we wrote to request that rou ex­
amine the rate question, an.d 4dThe ua aa to your p011era . 
Your letter of March 11, and ita accompaQTing ..aoraoda, 
di sclose that power to control foreign cargo and cnarter 
rates is almost non-existent . ipparentl: there exiata 

only the aoat indirect contr ol OYer maximua cargo rates 
ot foreign carriers, and this only b7 reason of the .Maritiae 
Commission's power to cancel ita approTal of conferences 
guilty of charging unreasonable rates . No control whateTer 
exists for non-conference cargo rates, or tor charter rates, 
which the conference• do not fix . !a I not correct in this? 

It appears to ma that the GoTernaent's hands cannot 
be tied and that legialation should be recommended which 
would emp011er the GOni'DMnt to fix c011p1naatory -.,;iaua 
cargo and charter rates tor all co.meroe to our porta, of 
whateTer regiater. Difficulties to be encountered in 
connection with treatrproTiaiona for tree access to our 
porta are surely not:Lnsuperable. KoreoTer, the danger 
ot driTing foreign flag Teasels to other trades b7 pre­
scribing maxt.u. rates could be largely averted by enlisting 
the cooperation of the British Empire in a maxiaua rate 
prograa. 

RoweTer Tital ther .ay be, rates are only part of 
the problea. The auccessful stabilisation of do.eatic 
prices depends in lerge Maaure upon the .axia\a tl011 ot 
foreign commerce . i ccordingly, thia DiTiaion is concerned 
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not onl7 with ooeu trelpt ratee but with the whole 
prOgt'la Of lns'Ul'ing ehippiJII a4equate in Y011W &!Ill 
efficient in echedule. In Yiew of increae~l7 se'rere 
shipping lossee &!Ill the .axt.u. rate of replac ... nt 
within those natione to whoa we are co..ltted to giYe 
uterial aid, ow shipbuilding prograa auet elll at an 
annual production ot tow to the aillion tone of shlpp~, 
to be reached ae $1d7 11 h h1Wnl7 ud technologicallJ 
pouible. Accor to 111 intor.atlon the preeent plana 
ot the Marltt. C uion cont.-plate the production of 
onl.J 890,000 tone in 1941, and 2,200,000 1D 1942. I 
reallee that 70u .uat...work within the liaih of {:r legh-
letioa and appropriatione, but if 7ou are prees tor 
upaneioa, ana 7011 think I can help, just let • knDif. 

It seeu to ae that the shipbuilding prograa ehould 
be acoOIIq)&nled bJ the aost wiee and econcaical uu of all 
ayailable shipping. Under Section 902 ot the Merchant 
Marine Act of 1936 pDirer to requisition ehipping ie &Tillable 
wheneyer the Preeident proclaim• a national emergencl or 
that the eecurlt7 of national defen1e makes requlsit oning 
ad•leable. In Ill coneidered juds-ent both conditione are 
fulfilled and I will be glad to Join 70U 1n recommending 
that the ~reeident take 1uch action as will make such 
requisitioning legall7 p011ible nDif. 

I ehould Yer7 auch appreciate an opportunity to 
dieouee theee uttera further with 70u at 70Ul' earlieet 
connnhnoe, because fruklJ, I aa deeplJ cancerned. 

YOUl'e lincerel7, 

Leon l:lendereon 
C-tuioner 

cc Secret&rJ Morgentheu, 'frt&llll'f Departaent 
Chaii'II&D lut.an, Interetate c-rce 

c-t .. l• 
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BelcJ'I4e "~ a.aw"'·-· treep .mac ~ 
!POll France tonrd tucoalarl& lnat 1Dtonatloa JIOt anJl•!tle U 

to strength of OeNUL troop• concentrated on tngoalaT frontier atop 

Italr ia reported to hold ten diTialona of troop• on tugoal&T 

frontier atop tucosl&Te are reported to haTe threatened Italr 

with lnndon of llbani.a tCIIIU'd Talon& 1t GeNU~ ah01114 oooupJ 

Salonlla atop Belgrade cone14era Y11COila't'1a ltq to Belhu 

therefore Yugoala't'l expect &Df Ge...n attack now to be directed 

against theuelna rather thin aplnat Greece etop Belgrade hal 

aeme report that eMD&ted fr011 .&.thena Juhrdq IWI81J that 

Germans anticipated attacking Greece th11 paat weekend atop 

Bow Yugoal&rla belleTn Gei'III&DI haTe been caught unprepared for 

~dlate 110n aplnst their count17 but atill are aerloualJ 

conoe~d leat Gen&l!l' conaider auoh a IIO't'e lnarltable atop 

lfo deflnlte olarlticatlon of attitude of Croatian :alnorltJ 

atop Waahlngton hu sent atlff MilAge through Viol!T aa ruult 

petroleua and Pllbber ahl~ta po11lblJ ha't'ing reached .&.xi• 

powers throup French territoPJ Bell 
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It h teaNf. b7 tbe Banll: of Brar.1J that \he 

tlnUM lta\ea IIAf at •o• UM fran• \be fWida of tbe JlaAoo 

l'ranoaaa Ua11.ano IID4 U 11 bope4 tl:la\ 1n nob an 

aunt tile UIIUM ltaha vlU plaoa no oba\aolel 1n \he W7 

to the tall:1q o'llr of \he axo~w~Sa bua1nlll of tbe lllo 

branoh of tile Banoo l'ranoaaa Italiano b7 \ha Banll: of 

Bra&ll. Aa Willer thl ax1at1nc axohanae oontrol replat1ona 

1n Bra&1l the nat exobange poa1t1on of pr1Yate banll:a 

operaunc 1n Brull h raplarl)' a11uaM lll.UaatllJ b7 tbe 

Banll: of Braa11 aD7 exol:l•n1• loaa eutfare4 b7 a pr1Yata 

banll: oparat1nc 1n BruU volll4 alao be an exohanCe loll 

to tl:ll eoonoa)' of BruU. 

Ullllar exiaUnc axotwaa• oontrol rapl&Uone 1n 

Braa1l t1:11 R1o bNDOI:I of tl:la Banoo J'rano11e Ual1ano au" 

report all tranaaoUona an4 aaU aD7 axaaae fora1p exotwaa• 

to \be Bank of Braall. the aM branol:l of tl:la Banoo rrano11e 

~'fl~ -.. 'at praaent a al11btlJ o•araol4 nat poa1t1on 
I 

1n foralp axob•nca~ 
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ecorctoxy of Stntc, 

11c.sh ington. 

1263, First . 

FOR TRE.lStlRY. 

I'L&D 

LOIIIIm 

111\,d. April 1, 1941 

Rco'4 1:35 p , m, 

108 ..... 

Br1tcdn's so:oond full f1no.no1cl yco.r of the war 

ended yesterday with n groea deficit of •3,458 ID1111on, 

expenditure hnving reached b3,867 ID1111on nnd rtvenue 

hnving provided hl,409 million or 38 perotnt of expendi­

ture , Net receipts from loan o.nd snvings subscriptions 

provided bl,l34 million or 38 percent of expenditure 

while the r cmnining gap of bl,334 million or 34 pEr­

cent of total expenditure wna fillrd by an 1ncrenac in 

the floating debt. 

Rrvenuc exo~:cdcd the July eatimntra by nEarly • 49 

million but this is c. small ewa in ool:tp{U'ison w1 th 

the excess of b400 mi llion in expenditure over the 

July estimates. The rtvcnue items which brought in 

morr th~~ catimr~cd were income t~~ nt b533.9 million 

(bl3,4 million more than estimated), excess profits 

duty and the oomplrmcnto.ry nntionol dcfrnse contribu­

tion together at . 96.3 million c.as million more tbnn 

estimated), 

' 
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eatianted), e~iar nt .a34 aillion (toll million 

more thnn catigntrd) nnd mieoellnneouo redeipta 

to3l million (fo8 million gore thnn ratimntrd) , 

In th~: lnat aonth of the fiaooJ. ye•U' cxp~:nditurr I 
rose to nn nnrog~: of 1114.8 million per ~ or 11103,6 

per week, 8nvinga returna showed nn o.verog~: of olxlut 

to38 Billion per week 1n tbc anmc period, RcvetnK fro~ 

the present ro.tre of toxntion would nvcrcgc nbout fo30 

million n WeEk ovrr the ycnr. 

It 1a agninat this ba.okground tho.t the budget 

ia ~repnrcd to b£ prcsent~d to thE House of 

Oo~ona on tbc first dny it meets after !pril 6. 
' 

Will ANT 
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!buka tor .,_ •• _. at IIIIHil 29. ~· 1 _, 7"" 'aT ..u. ot 

~b 1 .. opec\o4 -tblac aiitlt bDppq bolt 1 414 DOt ar- u Oll\­

rt~C• ....U4 oocar \bat .,...., af\enooa. !w \11M 'boalle uploclitf. at 

llo\b our ottlcu ldlUec allt u4 wuA!ec ~· 1 •• oal7 ,_,7 

;rar4e DW7 ....... 'bollll uplo4a4 aa4 •• 111011:7 \o be 'llllhv\. llllll4l!IC 

1la417 claaap4 hence t.-porar7 .,.penaloa ottloe. ..., .. e&r7 repalra 

now OOIIP1e\e4 aa4 wlll re- llula••• to~. ~r7CM taolec 

tUuUoa wltb OO'IIr'IIP• 'flll •U• 7"" .. \alle. A\ o• \11M 

feare4 \be\ tov 11ea1<a lllcb\ wUbdraw 1IU IIDOb acUoa DO\ olllT 

-.14 - oolU-piO ot Uoi• arlott liD atteo\ 'Ohole ov......,7 
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H.M.Jr: 

•Pe' Wateont 

H.M.Jrt 

W: 

H.M.Jr: 

W: 

B.M.Jr : 

W: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

B.M.Jr: 

W· 

B.M.Jr: 

W: 

H.M.Jr: 

W· 

R.M.Jr: 

Bello. 

Bello. 

April 2. 1,.1 
ll t25 •••• 

B.M., Jr. report1nc baCk tor dutr. 

I . M.W. reoe1v1ns. Bar, rou'r• ooalns 
over th1e afternoon at ) :00 o'clock, 
&.ren I t rout 

tr7 to keep •• &W&J . 

And then toaorrow we'll etlok rou down 
tor lunch. 

Wonderful. 
epure? 

Ill it all rlsht it I wea.r ar 

wny, I'd put thea on. Oertalnlr. 

It'• all risht, ie itt 

I think you ousht to wear thea. 

Beoauae I'<l feel naked without thM. 

Well, I'd oertalnlr put thea on. 

0.1[. 

All. risht. Glad to Ml rou baCk. 

Rilht. Will r ou tell the Preeident I'• 
baokt 

I haven't ret but I &hall the next tiae 
I go ln there. 

Plean dO. 

All risht. 

'l'hank rou. 

U6 
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GROUP IIEETIJG 

Present : 

H.)I.Jr: 

notat 

B.X.Jr: 

Gaston: 

B.X.Jrt 

Foley: 

B.M.Jrt 

Gutons 

Mr. Yo~ 
lfl', Bell 
Ill'. Coohran 
)lr. lileJ 
lfl', blm 
Jlr, White 
1lr. Sulllnn 
Jlr, Grana 
Jlr, Bau 
lfl', O.aton 
Kr. Sohwarr. 
Jlr, Folt{ 
lfl'a, no I 

April 2, 1941 
12t00 lfoon 

I hope you didn't work too hard while I 
waa gone. (Laughter) 

Tht7 .... re here dq and night. 

Jloatly night. 

The laat tiM I aaw Ed he waa thro111ng 
handhla of rica aroUDd. 

.lt hiaatlf? 

lfo, Herbert'• daughter. 

Well, thanka. eYei'JbOd7• for leaYiD« .. 
alone. Yon aeea to han done a ~Well Job, 
Herbert, of taltbg the ahipa. 

I think the Coaat Guard fallowa a1a a good 
Job when we once got onto it • 

• 

11'7 
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JO,oh: 

H.l<.Jr: 

JO.oh: 

H.V.Jr: 

Bell: 

H.ll.Jr: 

n ctz: 

Gutont 

IO.ots: 

H.ll.Jr: 

Fole7: 

• I • 

Toa JOt a Dice letter tra. the Preel4ent. 

Dla .. , 

Yee. 

Good. 

boz waa golng to aend one, too. 

Wonderful. It loon allloat 11 though the7 
.. re fetting reaq tor ., ruignation when 
I beg n to get theae lettere. You ought to 
be gl.a rou hann't got one, Dan. (Laughter) 

Here ia another letter. 

That ia on Fort Lauderdale, Kiaml, on their 
help to the President there. 

Oh, I 1111 aor-q. 

iell, I would like to atart - we are haTing 
a meeting at three o'clock. The Preeident 
haa called one. For a better 11 ... I call it 
the "War Board. • I Jutt wanted to aee what 
I o~t to know before the three o'clock 
.. et • I eent tor Philip Young. Baa 1111-
tb.ing happened with the English, the Greekl, 
the ehlneae, anJthilli cOM up"r I euppoee 
thie will be a dietrlbution .eeting. 

Ther are going to take up Cout Goard boat. 
at that three o'clock .. eting apparentl7, 
beoauae Bar-q Bopkina called Oacar and aaked 
hia to get up ,_. infol'lllt1011 tor hia in 
connection with it. 

(Jil', Y~ung entered the ccnhrenoe. ) 
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U.)I.Jr: 

Foler: 

Gaston: 

Foley: 

B.ll.Jr: 

Foley: 

H.ld.Jr: 

Gaston: 

B.II.Jr: 

Gaston: 

B.ll. J'l': 

Gaston: 

U9 

-a-

Bello, Phlllp. 

Barrr oalled Oaoar IDd a1ked for &aditional 
information in oonneotion with the --

Three hundred twentr-••••n tooters. 

What they ba•e in mind now ie some faster 
onea . They want ten. That ie one of the 
things that ia going to be put up to the 
Boara at three o'olook. 

Could JOU tell • what the conditione of thue 
boats are, aa to their ar.aaent, whether the7 
ha•e been fixed up? 

That ie what they want to know, ia their 
location and general plan. 

Can I han a 11111110randwa on tba t before three? 

Yu. 

Where the)' are, the ae••n and the --

The anen and the - ahall we take 1 t on a 
fi~e and fi•e baaia or aball we take the 
ae•en and the ten, the S27 footers and the 
250 footers? 

Put the 250 footers on one and 1 t will take 
ao long to o~~~~plete tbn md where they are, 
juet a little line for eaoh one, and the 
S27 footers the .... thing on a page, where 
thq are and how far along the7 are and what -
be will ask what the7 ha•e in the way of 
a1'11181Unt • 

Yea. There waa a note that waa fiven to 
Phil Young fr011 Hopkin., two let era b7 Punh 
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H.li. Jr: 

Gaston: 

H.K.Jr: 

Gaston: 

H.ll.Jr: 

Young: 

H.ll.Jr: 

foley: 

H.K.Jr: 

Yole)': 

H.K.Jr: 

Foler: 

H.K.Jr: 

-·· 
la wdlloh tllq aata tllat the7 wo-'.4 llb to 
heYe thea u epee411J u poulble refarn.ea 
of the 0011altloa thaJ IU'e la. 'l'hat It theJ 
could tl:l thea up I(Ulclrer tha " oould. 

Could that be brought together tor .. in a 
package, Herbert' 

tu. 

ADd be here, .. 7, at a quuttr of three. 

t11. 

Phlllp, will JOU be hera at a quarter of 
three, too? 

tea, air. 

I haTe asked Pui'Tla to come oTer to see me 
at two fifteen to find out whet, it anything, 
hat happened since I waa gone. 

Should 01car tell Harl')' that we will han 
the uterlal for the three o'clock Meting? 

tea. Did Hal'l')' nat it? 

tea, he called 01car. 

I will bring it onr. 

Be will tell hla that you will bring all the 
atuff OTero 

tea. But I would like it, JOU aee, that 
the Capbell 1a in U1bon. She haa such 
ana auoh araaent. The nest one h in auch 
ad such a place. JD4 thn, Herbert, al1o 
put ln a aeao that lt ~· are golng to ao 

Regraded Uclassified



Gaston: 

H.li.Jr: 

Gaston: 

H.li.Jr: 

Gaston : 

H.li. Jr: 

Gaaton: 

H.l!.Jr: 

H.li.Jr: 

- 6-

thtle thlDga •-'boc1J ahoula tab onr that 
jo'b 'between the uoru ud Uabon ud how lt 
ou be done. 

Te•• 

ADd how it can be done. 

Tea. it preaent we don't !mow of ID1 W&J lt 
could be dona except bJ •rohant ahlpa. 

Well, rec-.nd that Chll bronautlca should 
taka that onr. 

CiTil iaronautioa'i' Tea. 

Sure. 

Or the W.ather Bureau. 

Well, who does that - bow waa that fight 
between Civil iaronautlca and Agriculture 
deoidad'i' 

I think CiTil ieronautioa got it. 

I thought the7 did. Do JOU re•aber the 
tight'? 

Fole7 : Tea. 

H.li.Jr: 

Gaston: 

Fola7: 

H.li.Jr1 

I would aa7 CiTil ieronautloa. 1 aewo on 
that, Harbert, JOU see. 

Tea. 

I think that was aettled ln the Executive 
Order that put Civil iaronautloa in Coamerce. 

•n, JOU people han got froa now until a quarter 
of three, I think thla would be a tiM to get 
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Gaston: 

H.li.Jr: 

Gaston: 

H.li.Jr: 

Gaston: 

Bell: 

Gaston: 

Fole;y: 

• 

-·-
ov.t r.. aae• that Job. 

tu. 'fell, U n lou ten cuthl'l, ·n juat 
are out frca under it. We won • t han an;y 
outtera for it. 

And bring out that thing again of - bring 
out the thing again where we were asking 
for IIOntJ to build 110M 1101'8. 

Oh 1••· That will go in. 

What elee would co .. up at three o'clock? 

Bob Jackeon will raise the gueation - he 
talked to ae ;yeaterd17 on the phone - as t o 
whether he should proceed with an action for 
forfeit of the Italian Teasels under tbe 
Espionage lot. 

Is Bob Jackson on this committee? 

Oh, he is not on that oo.adttee, is he? 
Well then that would be a separate matter. 

One of the thinfs that aight coae up, 
)(r, Secretar;y, s the onr-all agrenent 
under llhich the stuff h being •d• anilable 
to England. Before he left, JOU r..-.r, 
the President aaid that when the app::Iriation 
bill paned that we should go ahead tab 
it up with State and Justice and the Budget 
and then he went on to a&J that eubjeot b 
Rarr;y clearing with the State D~art-nt ae 
to Whether or not it ahould be ~reaaur;y or 
State Depertment that would do it, we oU2ht 
to begin our dhouuiona with the Brithli. 

I called Dean .lohuon after the bill paned 
laat fridaJ, and I aaked hla --
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H.li.Jr: 

Foler: 

Bell: 

Fole;r: 

Bell: 

H.M.Jr: 

Foler: 

H. li.Jr: 

Fole;r: 

H.K.Jr: 

Fole;r: 

R.K.Jr: 

Foler: 

H,)(,Jr: 

Fole;r: 

_,_ 
!hh 11 Clll. tlll --

That 11 011. the qreant thet we went onr 
to the Pree14eDt w1 th. I ea14 that we ha4 
IDotMI' a.Joaft lnOOPpONtlq the OhiDCII 
the Preeident eucceetea, ID4 I would like 
to cet tocether ilth hla, IDd I .. ked h1a 
to oall • not later thaD JloDdq, aa I 
nner htar4 froa hla 1111D. 

I thought WI weN COiDC to IID4 thea oopi11. 
D14D't .. , 

Jo. 

I thlDk we ought to ana th• oopiee, lncludlnc 
the Budcet, ID4 let tba work OD lt a11hlle. 

Slrppoalng he brine• that up. That ia tbe 
qula pro quo. 

That ia the quid pro quo, ID4 we are read7 
with tha new aratt. We hne't been able-

Giw ae aoaethlng OD that, will JOU! 

!11, ail'. I will ghe JOU a oopJ of the 
draft. 

Well, a little ...o. 

Yea. 

!II. 

Will JOU! 

Sure. 
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H.II.Jr: 

Bell: 

H.II.Jr: 

Fole7: 

Bell: 

Young: 

B.'II .Jr: 

Bell: 

H.'II.Jr: 

Bell: 

B.'ll. Jr: 

•t•ltef 
'!'be ~t, I tblalt, w 'beea wol'k1111 an 
•a.. kina of an Of11Dlaatlon for Hopkins. 

Baa anJthing happened on anJthlng since I 
ban gone, wl th the Englhh? 

Jo. 
ProcureMnt baa been worklnf wl th tbe Brl thh. 
We thought there wa1 going o be a three 
hundred leYentJ·fiYe iillion allocation ana 
that waa propoaea. 

Jow, what ia in thla laat allocation I don't 
know, do ru, Phil? The Pr11ident changed 
that fire allocation and out it down b7 two 
tbirda. 

There ia a couple of billion dollars - a 
couple of llllllon of l_.diate requlreaenta 
that the7 ha•e been talking with ClilJ'IIack 
about, ana alao tbe7 han ginn hill a further 
acbedule of tbe tJPU of atuff ana the 
approsiutea .alue of purcbaae• which will 
b&Ye to be .. a, in the c~rcial f i eld before 
JulJl. 

But I aean la there a definite allocation? 

Well, we don't know, JOU aee. That just 
c- out in the paper Jeahrd&J· 

Could JOU call up Harold Sal. th? 

lee I can call hia up. Be just announced 
that Jllttrd•7· Be turned down the first 
Jllhrd&Jo 

Call up Harold S!fth. 11 a quarter of three 
tiae enough? 
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Bell: 

H.M.Jr: 

Bell: 

H.ll.Jr: 

Foley: 

Young: 

H.l.!.Jr: 

Young: 

H.M. Jr: 

Young : 

White: 

- 9 -

Quite . 

It gives ae ten alnutes to have rou tell ae 
everything. 

125 

Thle won't take very long, but we did have 
that meeting, you remember, thet we talked about 
over the telephone with Purvis and one of hie 
assistants and that assistant and llack went 
right to work on the problea. 

I gather nothing hea heppened, has it? 

No. 

There haan' t anything great happened. The 
irmy and Navy have been doing a little spot 
purchasing on immediate requirements . It 
doesn't amount to a great deal . It has been 
done on conditional letters of intent which 
don't mean anything either, but look nice . 
Treasury has not reaohed the point yet of 
actually placing any orders, even on a 
conditional letter of intent, on the 
coamercial end of i t. 

We haven't any authorit7 to place anr orders, 
Philip. 

An7 authoritr? No, there ia no direction. 

Not until we get an allocation. 

Exoept we ha.d a letter fr011 Bob Patterson 
asking Procurement to aot a a agent for the 
War Deparbaent in placing letters of intent 
on certain items on behalf of the War Depart­
ment. 

The Chinese are supposed to present their 
program for aaterial by today at three. 

• 
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H.M.Jr: 

Thompson: 

H.V.Jr: 

Bell: 

H.M.Jr: 

-10-

I doB't kDow Whether that ia old or .... 

Kol'lllll, just eo w get thh thiq atraight, 
I want JOU to get out a letter whloh I h&Ye 
written to Hopkins and the Pr11ident ti'Jlng 
to wind up •• ot the 16th ot llaroh this llahon 
com ttee which I han nner heard troa the 
Preeident on and ot course whlch 011 paper 
clears through MoReJDOlda to tbl Pr11idant. 
I would llll:e JOU to pick up all tbe11 things, 
JOU eee, and it we don't bear troa the Preeident, 
let'a get hold ot MoReJnolda and aak hia it 
he will draft a letter tor the Preaident to 
sign closing it, and anfbodJ that doee anJ­
thing DOW troa the 15th ot lUrch on in 
connection with an7 foreign oount1'7, I want 
to be aure that the red tape 1a there to 
protect ae, JOU see? 

There is a letter trom the State Depart~nt -­

Philip, JOU be particularlJ careful now ot 
aDJthlng new that JOU take on, JOU see. Be 
sure the adainiatratiYI procedure is correct , 
bee~•• I clos&d it ott as ot the 15th, and 
I want to be sure it ia cloaed ott, and ao 
to gnide JOU1 IDJ\hlng that I do froa DOW 
on, it ia as a aeaber ot tbl co.aittee ot 
tour, or it the Bureau ot tbl Budget allocatee 
aoae~e7 to the Procureaent DiYlaiou, but 
oul7 in thoee two capacitieeL ao please, 
eYel'JbodJ, talk with Konaan TAoapson eo we 
keep this thing straight. Do 1011 agree on 
tbat, Dan? 

It is all right. 

Ian't it in those two capacities~ Either 
aa a ••bar ot the coalttee ot tour or 
throuch the Procureaent Di rlaion? 
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Bell: 

Young: 

H.II.Jr: 

Young: 

H.II.Jr: 

Young: 

Bell: 

Young: 

H.li.Jr: 

Young: 

H.M .Jr: 

- 11-

That ia right . The State Depart.eat, I 
understand, baa taken o,_r that outaide 
purchasing. 

Yes. We had a letter troa SwiDer Welles on 
Konda7 lD answer to the letter rou wrote the 
Seoretaey ot State the da7 rou lett, aeldng 
hla to take oYer the countries outside ot the 
lend-leaee area. 

ihat happened on that? 

Be asked ue to turn oyer the tiles and so CD 
on those countries . 

Be did? 

Yes. 

And we have done that. 

And we sent those over yesterday afternoon. 

Sar that again eo I can auiallate it. 

Before rou lett 70U wrote the Secretaey ot 
State listing what countries you thought 
were in the leaae-lend area, and asking 
that he take oYer the reaponaibilit7 for pur­
chasing operations tor all countriea outside 
of that area. Sumner Welle• replied, and 
we receiYed it CD Konda7, a letter aa7lng that 
t hey would take that reaponaibility and asking 
that we turn onr to thea the files, docuaenta , 
papers, and recorda with reapect to those 
countries . 

You had better - I had better take that oYer 
with me, because Kr. Hull wi ll u7 that he 
neYer heard ot it. 
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young: 

Bell: 

H.II.Jr: 

Young: 

H.II.Jr: 

Young: 

H.II.Jr: 

Younc: 

H.II.Jr: 

Young: 

- 12-

le oat the otutt owr Juterdq attenooa 
ua theJ are all Itt up ad equipped. We 
h&Ye glYen a oa.plete oouroe of lnatruotlODI 
ad theJ are rea~ to operate. 

fhe{ were considering something tor Russia 
7u erd•J• 

Well, let .. take ~ letter to State and 
State's letter to • and then attach up in 
the corner juat a little •eao aiJing this 
na carried out ao it aoMthing coMa up about 
that, ao just list - .ate it Yei'J brief, a 
little ... o. These countriea go to State, 
and the7 accepted it. Under~ other letter, 
England and her allies, we aay, "Go to Hopkins . " 
He haa neYer accepted it. Ia that right? 

There nenr has been, ao tar aa I know, an7 
o!ficiall7 approYed list of what is included 
in the lease-lend area, and we are neYer 
going to get the thing atraightened out 
until that ia done. 

But State did take the other thing? 

Tea. We kept the f i les on those letters which 
JOU included in 70ur letter to the Secretarr 
of State aa being lease-lend countries. That 
was as deter.ined at the ti.e JOU had a con­
Yeraation with the President whi ch he had 
recorded in a note 

But the other atuff haa gone to State? .&nd 
who rune that show oYer there? 

It h under Dean .loheaon. 

Then we are out froa that? 

Yea, air. 
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Well tbla, lf we get tbe other thing, I thlak 
with tbl help of llobJDOlb, btloau .. I think 
when llao aeea that he 11 in on that thing 
unaer the lseouti•e oraer, he will help us 
to get out troa unaer i t, ana aak• it otfioially 
over to Hopldne. 

That 1e the onl7 thing lett now to olear. 

1Jllder the beouthe Orcler he .. , euppoeea to 
ha•e report.a to the Preeiaent through lloReynolae. 
I thlllk with hia help we oan olean that up. 

Now, are these countri es going - l ike Buaeia, 
going o•er to State. 

Yu, they are working on thea now. 'l'he7 
han the tiles. The onl7 thing that we are 
aoing with them 1a following up on our un­
finiahea bueinees that ie outstanding ti'Jlng 
to get that oleanea up, get ' that back to the 
State Department, penaing caeee . 

DU tbe7 take anr people awar troa rou, 
Philip? 

Jlo, the7 aldn't. We hen loanea thea one 
ot our girls for a week or ten aare to aupe r­
•iee the procedure, beoauee the7 will be 
ueing the •- rigaarol e that we will unaer 
the Lend-Leaae to keep it on a atanaaralzea 
baeia, ana whether or not the7 will want to 
keep her at the end of that t iae I aon't 
know. 

(The Secretary on the White House phone) 

Hell o ••• • • 

Yea, I will. Hello ..... 

How are rout • • • • • 
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You did? How blg waa that? • ••• • 

That is what ther aaid in the paper, but 
I tho~ht it was a flah atorr•• • •• 

It was? •...• 

I see • • • • • 

How was the weather and how was your atoaach? •• • • • 

You don't like that •••• • 

Well, the Juy, you know, rebuilt it. That 
ia the trouble ••• • • 

When she left the Coast Guard she was 
all right ..... 

How would I know? We wanted to gin him a 
big one, originally, but he wouldn't take 
it ... . . 

What? • ...• 

Reall~ ..... 

Dangerous? ••• • • 

Anything particular that affects the Treasury 
that comes on at three this afternoon? ••••• 

l'hat? ... .. 

Wonderful ••••• 

Anything on the agenda that I can get ready 
for? •• ••• 

Yea ••••• 
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H. ll • .Jr: 

Gaaton: 

·II· 

, ••..... 
T••••••• 

I •••····· 

Good ••••• 

Goocl ••••• 

Ob, the whole thlq,.,,, 

wonaertul ••••• 

Well, I Juat wanted to aa7 hello an4 I wanted 
to lmow If there na anJthlng that I coula -----

We were in Jriaona ••••• 

Oh 78•····· 
Oh wondertul ••••• 

'l'hla •oi'Ding. o o •• 

Tea ••••• 

Well, gin • a riJICo I aa here. Good-bra. 

I 4011' t bow whether rou could hear or 
not. Oil getti.Dg the ahlpa into the a14dle 
Ea.t. ..t about tboae Daiah ahipa, 
BerberU lhat h the beat wq to l'llll thea! 
!hq are in good ahape o 

What l'OUte' 
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No1 supposing the President eaid, •r want to 
t&Ke those De.niah ships and loan them and 
send them somewhere in there . " (Indicating 
on map) 

The beat way to run them is with their own 
crews and put them under the American flag. 

They have got diesel engines, Yr. Secretary, 
and we haven't any one experienced to run 
them. 

That is what they say. 

Of course we have got plenty of men in Coast 
Guard that could run them, but it is hard to 
get engineers for that style of power plant, 
but nearly all those Danes are dead anxious 
to go into any kind of service on those ships. 

Well now, what kind of procedure would rou 
have to go through to put them under the 
American flag? 

A requisition. Bob Jackson thinks we haven't 
present legal authoritr; but our people, I 
think, believe we have, but at any rate I 
think we could get legislation very quickly 
under which they could be requisitioned. That 
would save the Danes from repercussions and 
dangers of a voluntary sale. There are ques­
tions of title that would be very involved in 
case of a voluntary sale and a requisition 
would be the answer to it . 

Philip, you might call up Purvis and tell him 
that I am going to ask him, if we were going 
to run any ships, where would they want their 
cargos, you see. I am going to ask him the 
question, i f we ran ships in the Kiddle East, 
where would they want them landed, what port, 
if he knows. He should know when he comes over 
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I mean, where would they want them landed. 
I have heard so much discussion about it. 

What was the name of that little .Urican port 
that he talked about? 

Takoradi. 

But that is just good for airplanes, Herbert. 

Yes, I suppose so. 

That is just good for airplanes because ther 
unload them and then they fly them through. 
There is no rail here. 

I see. They are making pretty good progress 
in getting the Red Sea ooast cleaned up. 

But it is a long haul around there. 

I s.hould think from the West Coast of the 
United States it would be the most ef ficient 
route for the Red Sea. 

133 

Stuff goi ng to Greece is going, moat of it, 
from the East Coast via Suez, via the Red Sea. 
The British have sent about seven ship loads 
of stuff into Greece, rou see, from here. 

Have they? Bow did t he1 send them? 

They went on British ships. 

But I mean, how did the1 route them? 
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Around the Cape and through the Red Sea. 

I see. You might tell hla that I am going to 
ask him th& t question and to be reaclf. You 
can see from the way Harry talks, nothing has 
happened since I was gone. 

What else? 

Would you want to take up the allocation of 
administrative money in the Treasury under 
the Lend-Lease Bill? 

Well, we don't know how much we have got . 

You mean today? 

Yes. 

I shouldn 1 t think so. 

You mean the administrative end of it. We 
are sending over today a memo for about 44 
thousand dollars for personnel and adminis­
trative expenses . 

And after the first of July, how much? 

Well, on that same baaia. 

That would go to the Bureau of the Budget, 
wouldn 1 t it? 

Yes. It would be about 200 thousand dollars 
a year. 

I wouldn't take that up today. 

From a practical point of view, I think one 
of the most important questionais to settle 
on the countries. There are three immediate 
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uad vgent probl .. l cuaaa, the Datoh, uaa 
llor.J, enn thoa.gh thq oontlae to p&J in 
oaah and reimburae the U. S. TraaiUl'J. 

Can JOU give me a little aomething on that? 

I Wl'Ote up a memo which I was going to tl'J to 
aend to Hopkins, and I will try to give it 
to you before this meeting. 

Bow about giving it to me. 

I will give it to JOU instead. 

Sand it to me, too. 

I will give you a cop7 of my memo to him. 

But see that I get it. Put it actuallJ in 
llrs. D.otr.' hand. 

We discovered tbrou.Rh Anslinger something that 
the State Departmen{ didn't know that is 
rather interesting, that the Norwegians are 
sending a force of patrol boats !ran Canada 
to Iceland and also an air force. The Nor­
wegians . 

How did Analinger get that? 

Well, the7 came to Analinger !or a special 
export permit for some morphine to go along, 
and he talked to State Departmant and that 
was State Department's first info~tion. 
About 18 trawlers that they are sending and 
some airplanea. 

They I&J they have got 250 merchant ships 
operating in the intereeta of the British in 
the war zone without a gun on them today. 
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I will tell Jflll what we ban got to do. We 
bad bett er shift this so I don't get rushed 
too much. I can see JOU people all, Bell 
and Young and Foley and Gaeton at 2:30, and 
I will have Purvla at 2:00. You (Thanpaon) 
had better listen eo you get on to thie thing. 
Harold, are you following this or are you 
too busJ on Frocurcnent? 

Well, I was at the conference that !.lr. Bell 
spoke about. I have talked a few times with 
ur. Uack, but I am not doing very much about 
it. I don't think there ia any need for me 
to. 

How does it flow fran t.hia desk to l.!aclc? How 
will I handle this? 

I suppose-­

Through Philip? 

I suppose so. 

Is that agreeable to you, Harold? 

Yea, quite . 

Well, I would like it that war. 

I would like it that way, too. 

You would? Then I think rou needn' t be here 
at 2:30. Is that all right with rou? 

It is all I'ight with me . 

With the bond thing, you have got enough, 
haven' t you? 

Yea . 
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0D Wa 11Uea plll'O'baliq, then, I will work 
w1 th llaok thl'oagh Philip. 

That 1a fine. 

Ie that all right? 

That is fine. 

Do fOU think that ia all right, Nol'IIWl? 

I do, 1es. 

What else? 

The onlT other thing, we are working with the 
Budget on the--

Did fOU notice, gentlemen, I said 2:30 instead 
of a quarter of three? 

•• •• on the fiscal prooedure, I don't think 
the1 have gotten into &n1 ot her organization. 
~ has been working around with acme plans, 
but he had no authori t;v to set up an,thing. 

On fiscal? 

The accounti.ng and the handling of the docu­
aenta and eo forth. 

Well, I don't have to get in on that, do I? 

No . 

I set up a requisitioning procedure, too, to 
handle the aotual apeoiflo British requests 
cc:ming through on a formal basis, officiallf 
signed eo there ia an adequate record for 
information. 
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Well, the ~ I feel, I • Jut - becaUie I 
hann't had a chance to taU to &lll'boclf, I 
don't know how &lll'bocQ' elle t .. la. ~t i t 
Hopkins takes arer the Lend-Leaae illiea 
and the St ate Department has taken over the 
other, I sar I will take m, 25 percent plus 
reaponeibll t7 llllongat the tour of th• plus 
whatever the Procur&ent has to do, which 
would leave Philip back where he was before 
helpw 111e on thou two fronta, if that is 
agreeaole to ;you, you see. Do you see what 
I aean? Becauae Jou han no indication 
frCJ;J. Hopldne that he ie going to take ;you 
over as part of hie organization, have 1ou? 

No. He merel1 said while he was awa;y to look 
after the camaercial purchasing end of this 
thing. 

Well , that !ita into what I see now. 

Aa part of the Treaeur;y business, 1es. 

Did &lll'bo~ heal! frCD Donaran? 

Ifo. 

138 

I have had three hysterical phone conversationa 
with h.iJR during the last 10 da;ya. 

Phi~f' m, ears are stofped !rCJII !l;ying. 
a c r up here. I can t hear fOU and I 
see ;you. 

You are in bad ahape . 

Kafbe I am getting weak too. (Laughter ) 

Go ahead. 

Pull 
can't 

I han had three phone converaa tiona with Donovan. 
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The laet one •• J .. terc1u. Pllnh thought 
he •s worldng on the 111c1Ue Eastel'll r•~f~:­
menta and Donovan thought Pui'Tia was wor 
on the l!iddle E&ahl'll requirements, end I 
didn't know what either one of them was 
doing and couldn't find out. I got hold of 
the British yesterday and this fellow DaTidaon 
who handles the ],(!delle East for the Bri tiah, 
and we went over all o! the various lists 
and whet Donovan hea evidently done. He hes 
talked with Jlari time about getting lS 1Rer­
chant ships, of which there aeema to be same 
indication he can fet around four and thet 
1a all I know abou that. I don't know what 
ships or where. 

To do whet? 

To carry stuff in the W.ddle East. He baa 
been down to the !~, to the Quartermaster 
Corps and the Signal Officer and so on, and 
got a list of odds and ends, CCC uniforms, 
old Army uniforms they are evidently going 
to put on the Greeks, all aorta of hand tools, 
shop tools. carpenters' tools. 

Donovan has done this? 

Yea . .Ul aorta of discarded junk which is 
junk from the Army point of view but which 
evidently has considerable value in Greece or 
in the Balkan area . Those lists he turned 
over to Purvis. The British have gone over 
thet list of which could be made available 
with the Greeks here and the Greeks would like 
about 90 percent of it. The actual requisi­
tions for the specific items thet the British 
and the Gr eeks want will be starting to come 
in today or tomorrow. Now, there is also a 
much larger Greek list which looks into the 
future and calla for bombers, submarines, 

) 
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H.ll.Jr: 

Young: 

B.ll.Jr: 

Young: 

H.ll. Jr: 

4tetrore••r oruhere ua eo 011, 'llhloh 11 
falrb futa1t1o at the ••ent with r espect 
to making &DTthlng anllable and 1 t ie more 
of a feeler on the part o! the Greeks to see 
how much the7 can get than it represents 
actual needs. I think it is becomi.ng in­
creasinglf important that the IIIIAll British 
.Ulies like the Norwe~ans, the Belgians, and 
the Greeks and poaaib the Turks should, 
when the7 want to get efenee articles under 
the Lend- Lease, haTe their requests or requi­
sitions countersigned and approTed b.f the 
British before the;r cc:a.e throup. There 
ouldlt to be that much coordina£ion in there. 
I Clon' t think ;you can do that with the Dutch, 
but fOU can with the others. 

Well , of course under this formula I han 
laid do'Ml for J111eelt, other than making the 
suggestion in front of the President, I wouldn ' t 
hen an;ything to do with that . 

I made that to Hopkins in this memo that I 
wrote this morning. Another probl11111. is coming 
up and that is, in the question of NoJ"Wa7, 
-.hether the;y want these guns for the 250 mer­
chant ships, and the;r nldentl;r still han sCIII.e 
cash1 as to whether the;r caae under the credit 
proneions -Dr the cash. proTisiona of this act. 

The7 come under the Lend-Lease. 

Yea, but ;you han two t;ypes of bUTing under 
the Lend-Lease , where we bUf for the foreign 
countey and paf !or it with American tax 
pafer s' mone7 and where we place the orders 
but the7 reimburse the 0. S. Treasuey in cash 
and we act as buJing agent. 

Well, the7 will get it on a no cash basis, I 
aa sure . 
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!bat will , .. up! poaalblf lA couectlon 
with other OCIIIIDtl' ••· The Dutch are extr•el.J 
anxloua to ocae in on thil caah reilllwra~~~UDt 
prograa under the Lend-Lease, and I think theJ 
shoUld. 

Well, what elae ia there now other than this 
particular subject. 

There are saae questions to be decided in 
connection with suings bonds . I would lllce 
to haYe a conference with JOU. 

TCliiiOrrow morning at 10:15. 

I would like to han llr. Baas, Kr. Grana, 
and l{r. Edwards present. 

Ten fifteen. 

{Telephone conYersation with Kr. Purvis 
follows:) 
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B.H.Jrl 

Artbllr 
Purv11: 

!!.M.Jr: 

P: 

B.M.Jr: 

P: 

B.M.Jr: 

P: 

B.M.Jr: 

P: 

.. u •• .Aaotbuo. 

-.u. t, 1~1 
lla)5 p.a. 

S.llo. Good 1101'111nf. I 414n1 t know 
JOU ware ooalni bao 10 aoon. 

Wall, I caaa back baoauaa I felt 1n ., 
bon.. aoaath1ns waa ao1nc to happen and 
1t 11 at ):00 o'olook thia afternoon. 

Ob, raallJ. 

!be Pr .. 1dant baa oalla4 a aaet1ng of the 
f our of ua, 10 I tboucbt - I 'n been u.llt1ng 
o'fer w1th ., people vbat hal happened 11noe 
I 'n cone and I can 1 t f 1nd that web baa 
happened. 

Jo, there'• not a areat dial. !here hal 
bean a aort of qu1etua. I'a et111 trJ1ng to 
clear the Coa1t Guard outtere and ba'fe 
got a w1111ngnee1, I think. lnox 11 
w1111na and Stark 11 aoderatllJ willing 
pro'fided be doeen 1 t ba'fa to go 1nto 
writing, and it 11 before the Pree1dent 
1n a fora&l W1J for fi'fe of tbe faet onee 
and fi'fe of the alow. Olaton aald that 
vbatner I oould get tbrouch on the fait 
on11 ba would aupport, eo I'• rather 
bopina that dao1e1on w1ll ooae todaJ, but 
there haan' t bean a lot . 

Well, I thouabt 1f JOU could be here at 
aharp 2 :00, I'n got a half an hour and 
JOU can pu.p 1nto •• vbat JOu1d like. 

All rlaht. I'll be there at 2:00 o'clock. 

And be read.J to tall ae vbat JOu think 
co••• fir1t. Mow, one thine I know tha7 
are foinc to br1na up ia the quaat1on of 
aatt ~ aatar1el into the Middle la1t, 
and I'd like to know froa JOu aa I've 
board 41aouaaad 10 often, wbat port JOu 
think il the beat. 

loa. !lao pon - (Laqha) - well, of courae 
probablJ fikoN41. 
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K.M.J r: 
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K.M.Jr : 
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rwt~wotbu'ZWUtlleuiWrh 
Jm-!\7 eoM~'h',C"d'.;:• - "oauoo *OJ 
Well, JOil toll •• Vbat 70u think h tho 
boot and then lat thea doolde wbotbor 
tb17 want to uee tbat or not. 

Yea, u:aot17. 

You 111. But I waD\04 to J)llt JOU OD 
notloe tbat lf froa 2 :00 to 21 )0 JOu 14 
juot puap lnto •• wblt 70u want - 7ou'•• 
10t balf an hour before I 10 t o tb11 
a11t1ng. 

Yea, I get 7ou. 

You 111t 

All rlght. Fino. 

And then at 2130 111 own people are ooaing 
1n to g1YI ae tbl Y&r10UI ltuff that 1111 
blppene4 e1noo I left. 

Ill. 

R1ghtt 

All right, f1nl. !bank JOU YII'J auob 
1DI.eod. 
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I th1Dk that la about all. You I&J aarlnp 
bond•' Bell' 

Ten fifteen. 

I think we got a swell press on that. 

Very good. 

The onl¥ thing that I would like - I like 
the tax letter, I like Barth's letter. Now, 
I want a third 111&11, Ferdie. I w.nt a 111&11 
to do the same kind of work on Federel 
securities, which would include eaTings bonds. 

You notice the tax man included savings bonds 
in his last letter. 

But he will have all he can do on taxes. You 
oan ~uthim on the payroll of defense bonds. 
He Wlll ao the same kind of thing only just 
keep us posted on public reaction. The only 
criticism I had of Barthi I thought he got a 
little bit too poetical aat time. He has 
got to boil it down . I don 't meiDin teras 
of words, but I think the7 should liait th• 
to a thousand words, don 't you think? 

ill rigbt . 

I think he must hue run onr that. 

It looked a little long because of big tTpe. 

Well, he got a little poetic. 

Did the other one seem all right to 7ou? 

The other one was fine. I liked particularl7 
that he diTided the thing in to two groups . 
John and I han got to get bus7 and sit down. 
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'l'!lllradq. 

1lhT don't JOU aalt the old bo7 to drop down, 
eq at three o'clock t•orrow. 

I will, 111' . 

Will JOU'l 

He had an idea which I think 1111 ncy good 
that in all oonterenceaon tax billa this rear, 
we han in the ranking Republican members 
as w6ll as the DaDocratio once . 

Will rou aalt h1.a if he can CCIIII down at three 
tCIIIorrow? 

I will. You might want to do acae thinking 
on that becauae he ia going to pat it up to 
JOU. I think it 1e a sound idea. 

I think three, 1! he 1e going a1117 Fridq. 

What elee beaidee? 

Jla.7 I ask JOU one question? I Dhonecl Pineant 
awhile ago to aek whether Sir ta.ard Peaooak 
coulcl report 1111 nn denlo~ente. Thq 
haTen't eold anything more e1noe fOU lett. 
The{ said he haa been aotiTe . Sir ~a ie 
in OIID todq and Pinaant eaid we could get 
hill to atia:r onr 1! JOU would want to aee him 
todq or \e~Urrcnr . I thought JOU would be 
YI'I'J buq. 
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I 1llllllll.c1 fttlltl' let 1 t co cmr aatll Dut •••• 
.All right, the. 

Thll'e •• one uaa&ll I plated up oYer at the 
Stet. Depu1Junt whloh ••• alow lD gettilll 
here 'llhel'e Ben Coha had reoehed a letter 
trca Wal.q of the Britieh Tl'e&aui'J' al011g the 
lillea of Jbillipe' protest to ua that •• 
were a 11 ttle aiYere in wuting thaa to 
llquia&te their aecurit1ea and sell gold and 
ao on. I don't thiDlc that will ccae up. I 
thiDlc it h clo11d with the Prelident. 

I th1Dlc it is cloaed. 

But I will gin fCN a copf of the wire if fOU 
WIDt. 

No. But I think it fOU hann't done it, be­
tween Bell and fOU •• ought to fix up a docu­
ment letting the State Departaent know juat 
where •• atand rlaarla England and canaa. on 
their flllancial a1 tuat1on. I thiDlc llr. Bull 
ought to han that, Dan. It h prett)' ia­
portant. I think what •• could dol if •• 
could fix up a letter for the Prea dant gh1ng 
h1a the Engllah and Canadian position, AT 
whet it •• the laat •• lmew lt, aauthilll: 
about the oriera, JCN 111. We stopped the 
15th of lfaroh, and that whole picture. I 
think WI ought t 0 put it iD Wl'l ting in IOU 
aort of a report to the Preaidant. 

A l'lpol't frca fOU to the Prealdent? 

And a cap7 to the Secreta17 of State. It h 
prett7 ii,pol'tant. I think •• ought to -.lte 
that Peport. I ann, the one that •• - the 
ealh - ilia we stopped obJing the ealh oriel'l, 
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tile l!itll., hair ~ uUre tiaePI azoe oa the 
boob •• of the lllthr llow .. ezpeot the 
~hh to Pl7 tor h, 1011 ... , ana look'. 
a• tazo tol'tlira •• we oaa oa tall' ao1 hr 
position aa the7 1&4 taf-..J u. 

Bell: We will have IICIII of tho11 nn fo.l'll atate­
aenta, I think, U7be 1caet11le toclq, won't 
we, Kerle'l 

Cochran: 

H.ll.Jr: 

Bell: 

H.X.Jr: 

Bell: 

H.ll.Jr: 

Young: 

H.Al. Jr: 

Pole7: 

Tea. 

W!J.I! I think {ou could prepal'e one for the 
PJiea dent and hen Kl'. HUll. I think we ought 
to do that. 

lll l'ight. 

The ethel' thing, Dan1 70U talked to me acae­
thing about a comaittee which will paaa on 
all future financing it and whan neceaaarr. 

That was the lettll' that c111e fl'CD JerQIU 
Pl'ank and we have had one conteranoe and we 
intended to haYe another one this afternoon 
Ol' tcaol'l'ow before 7aa got back. You hiked 
it up a c1q on us so we hann't had that 
1econd confel'ance. We will be prepared befol'e 
the and of the week, thaagh. · 

Was that the conterance while I waa gone? 

!o, there wel't two conferences. 

lll l'ight. 

Charlie Spanoer called thia morning. He haa 
got a fellow in London that he wanta to get 
out. The bank 1a closing up his office and 
he •11• ha can • t get hill out of th&l'e. h 
there 1117thing JOU can do about it? 
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U.li.Jr: 

Pole;r: 

B.K.Jr: 

Pole;r: 

B.ll, Jr: 

Pole;r: 

B.ll.Jr: 

Cochr&n: 

H.ll. Jr: 

Cochr&n: 

H.ll.Jr: 

Cochr&n: 

Cbai'U, Spao..t 

ruet ot Boeton. ftq ••• ololliq up the 
ottlce OYer th~re 1.114 thq ou•t get h1ll oat. 
He would haYe to get prioritJ eo lie oould flJ 
OYer to Lisbon. 

Frca London to Lhbon'l 

Yee. 

Oh, I would u.ke a routine request, eure. 
Sp111cer ie a Te1'7 helpful fellow. 

Yee, that ie what I thought. 

Yea, ask Pineent. 

Through the British. 

Yea . 

ill right, eir. 

Sp111cer hae done a lot tor ae. 

ill right. 
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RE AID TO BRIT.liN 

Present: 

ll.J.I.Jr: 

Purvis: 

H.J.I.Jr: 

Purvis : 

H.W.Jr: 

Purvis: 

Jll' , Young 
Ill' • Purrl. a 
Kl'a. notz 

Well, what I wanted !rom 7ou waa --

Just an ide& of wbt.t might be going on? 

Yes, because I talked to Hopkins this morn­
ing, and I gathered very little had ha~pened 
in the two weeks that I waa gone; and Just to 
clear up in fOUl' mind what is in rq mind, I aq 
we han no• got the State Department to agree 
to take OYer enl'fthing we are doing that isn't 
.lllled busineaa, o!!iclall:r, I uan. I han 
been unt.ble 7et to ·get Hopldna to acknowledge 
rq correaponaence to the President about hie 
ta~~..fit onr. This is rq 11ental state. .la 
a er o! the committee o! !our, I want to 
oal'l'7 25 per cent plus. 

Yea, exactl¥. 

.lnd in rq capacity ae Seoretaey o! the Trea8U1'7, 
I 1111 head of the l'roourcent Dhiaion. .lnd then 
on the aide, last but not least, aa a fr;ena. 

Tea, quite. I think that puts it olearlJ-. 
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H.I.!. Jr : 

Pur'ria: 

H.ll.Jr: 

Purda: 

H. J.I. Jr : 

-2-

Because I han been gol~~g onr thlt with • 
but I mean that h the 1n.1 out. I feel that 
I want to go to the uetlng knowing where 
your needs are, and rou leaTe it to me to 
put it over at the rlght time. 

Yea. ot course I &Ill nry anxious not to cut 
acroaa his --

I understand. But I 111an --

Yes, that ia the ploture . Well, the main -­

You needn't worry about the other thing. 

Purrta: No. The uin itea that h up !irat !rom. the 
Release ict is the Coast Ouard outtera, and so 

L 
1 

d) that you will be amp}T posted on that, here ia 
r '• ..,. 1 -!.Af!AOrtndnm that went onr to "the l'l'esident 

·l.o r ·r· r. ~ last nildlt at llr. Hopldns ' suggestion askinf 
oJ frr~- ;.~ 1.__ for a mixed batch of Coast Gu.ii'd cutter a, f ve 
_.,-...,.-'~ ""'" of the twenty knotter a, which we think is in 

f• VU·,_j..::- - I the wood, ana tin of the sixteen knotters, the 
((I-f~ .... ~ idea being that there are onl,y tin aeyny ot 
_ ~) the taat onu which are nearbr, and it ia the 

I' ·110at rltal indirldual release that there 1a 
on the place. Secretary ltnox has promised 
stro~~gly to support, with the l'l'esident, the 
granting of just u lll&lV' twenty knotter s aa can 
lie done without undue delq, which 1a what the 
British Gonr.ant ia 110st concerned with. Thq 
are prepared to t ake thea aa ther are. I 111en, 
at the moment, the great and Tital thing it 
lllllrchant shipping, ana this 1a the but thing at 
the 110111ent that Ia up. 

I think rou know, on the other hand, that there 
has been a request tor thirtr deatr o,rera, ten 
a month. I han no knowledge, reall,r, of the 
atatua of that. I am hoping, I will put it thia 
n:r, that aJ1f work that la going on on those 
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B.li. Jr: 

PurTie: 

B. I.L. Jr: 

PUrrte: 

B.l.!.Jr: 

PurTia: 

-·-
uatrcl7va 11 &Ollie Oil 1a aaob a WT that 1t, 
&I, ul when tlie Ua1 teet stateli 4to14u 1t oa 
do IJIITWDC• ts- 11 not 'be1nc loat beoaue 

r rhapa thq are 'be1JI.f repaired &JI.d refitted. 
mq be wrong in tha , bUt I hope that h 

right. 

Do you nnt 111 to read this? 

Iu, it you wouldn't 1111111. It wouldn't tab 
you a ainute, ad that would g1n you·the 
Coast Ouard outter one. 

Do you want thh beck? 

lot realJT. I will lean it w1 th you. But the 
•1JI. point 1a that the - at night the aul.ar1JI.e 
o&D go a'ftT on the IUI'face. On the aurtace, her 
speed is approxiaatelJ sixteen knots. To OYer­
haul htl', we need a null that will go a tow 
knoh aore. Othel'w111, abe gets aRf. There­
tore, those five might do the work of more, you 
let. 

low what el11? 

low, the next thing in rele&IIS which perhaps 
you ahould know of, but 1t h a group, &lid it 
1a no good h&Dding it to you, becauae 1t 1a 
Mde up of hudreds of differant 1t.... 'ftlere 
are r,uuh now, s1JI.oe you left, not onlJ tor 
atutf or Greeca, but alao for Jugoslarta, for 
Tluokq, natural ruult of this atfillaUon. lhc 
Colonel DonOftJl oae back, I aaw hill ilaldiatelJ, 
and he felt that cona1derable progrees a1ght be 
•de it n oould tell hill prCJaPtl:r what we had 
oa the griddle and he could add hh lcnolrledge 
of what Ollght to be on the griddle. !he reault 
ns that a oa.prehenein lht ns JUde out !rca 
ov aide ahowing ner.rthinf that •• on order 
for the Eddle kat, for Br tieh aocoant, for 
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B.Jl. .lr: 

Purrla: 

H.ll • .lr: 

PurTle: 

H. ll • .lr: 

Purrla : 

B. ll • .lr: 

PurTia: 

tu Greet oap&J.P.r 1114 alDoe tho there baa 
been a nn ()peek uat in the laat tliNe c1qa 
ot ool'aOila .U..nliona, and there h 'l'urkq 
and Jugoalarla waitlng IDX1ouaq in the baok­
ground. 

In that list - ot oouree tu aln question 11 
whether ;rou can fet ahlpa. We realq need 
about fi!teen ah pa ln the nut two -th• or 
two -tha and a halt to 011'1'7 the goods. 

How do rou describe thla llat that 10u talk 
about'l 

It 1a the llat I r.ve to Colonel DoDOn.ll. I 
have ahCJW'Jl that 1 at to )(r. Hopklu, and I 
understand Colollll Dononn has been working on 
that thrcnagh the Department. In other worda 
~. Bopkilla, when he lett! authorised Colollli 
Dononn to receive thla 1 at from u and en­
couraged hla, aa I understand it, to do 1111 
work he could. 

'l'ha t list 11 tu - would rou call 1t the Greek? 

Well, it 1a the lll.ddle Ea1t llat, TOU alght aq, 
ill that 1t oovera not onl.7 what 11 required for 
the British ~lgn in the lfiddle Eaat, but alao 
tor the Grew aa Green. 

lfiddle Eaat needs? 

ll1ddle Eaat needa. 

Now under that, 1ou aq, co•• the ahlpa. 

Well, the problem there ia to get the ahlpa to 
011'1'7 it. That 11 real!T the •ln probl•. 
We haTe a lot ot atutf on order. lhat the great 
contribution that Dononn waa able to uke to ua 
waa t o ahow ua what u had lell'lled when he waa 
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H.W.Jr: 

Punh: 

H.ll.Jr: 

Purrie : 

B.lt.Jrt 

PurTia: 

H.M.Jrt 

Purriat 

··-
oat tuN u tq tlaeho .... t ...a. W. baa olll.T 
lllll 1 t in thi'1 fora of oa'ble abloe• trca Louoa. 
lhc n eaw hil do-t•, wb1oh he 1lulnd M 
oontid1nUallY just to peftle while I •• there, 
one oould 11Dk lt up with the atntegr ot the 
ar then and one real1ud that JOU eaw an 
aotual letter, tor inetanoe, trca Haghea, the 
~teraater Generel in oharge ot aupp11ea 1n 
•Tell 1 1 ::t'iign, ubd 'bT DoDOT&D. to tell h1a 
What he r wanted thlre, he enoloaed a liat 
ot what ha albd tor, pr1DoipallT tor roa4-
lllk1ng •ohin•PJ• atutt tor airplanes to be 
JUde qulckJT, and then goea on to 11:f untor­
bmateg LoDdon had t o out thil do. Tel'J •­
teriallt beoau11 ot the laolc ot dollars. Be 
gan an enlightening pioture ot the lgrpt1an 
oupaign. 

Juat to d1greea one 11oond, raember JOU aalcad 
for IITenty tanka. 

We are now asking tor 400. 

Did JOU eYer get aD1 of th011 IIYIDt,r? 

T11. We got two laat weelc, I thilllc. It t inal.IT 
wat throUgh. More are ocaing. 

You d1cln't get aD1 prior t o thb oampeign'l 
lo .&Urioan tanka took part in that oapa1gn'l 

ell no. 'l'he t1Pat ot th• arrind last ftek. '!'he 
trouble •• gun•, 'bT the wq. 'l'he tank bodi11 
WIPI om~fng out. 

B.lt the probl111 of tran~port to the Kl.ddle laat -
JOU eaid 101118thing about titteen ahipa'l 

'11 han oargo on order eutt1o1ent to till approxi­
•teq t1ttea lh1p1 in the next two 1101lthl. 
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BJI.Jr: 

Pui'Till 

H.II.Jr: 

PurTia: 

H.II.Jr: 

PurTia: 

B.ll.Jr: 

B.II.Jr: 

Puma: 

H.ll.Jr: 

Purriu 

TOll u.a flftea lblpa. 

ID tu JUxt two ~~At~aa. 'fta• ~·· •• tc.a• hal ftl"'led u, 11 thll. Shlppllli U. 1U111r be-
COM ao lhort that lt 11 ratlouil wlth thl 
gJ'IILtelt CILJ'I • 

lhat 11 the utter wlth the•• Daniah lhipl? 

That b 11hat Dcnum.a thoaght he ooul.cl get tr. 
tU llal'itlM ec-luion. 

It it •• left to ue here in the fi'M11D7, 
WI oould get tho .. Duiah lhip1 --

I aa not SUI' I 11hather Dono't'ILD. h block eel or not, 
bat u haa aoft-peclalecl tor thl'tt or tour claf• 
with •• and I han a fttllng 11 1t he •1 be 
atalllcl. 

It the P1'11icliD.t woul.cl leave 1t to ua, we ooulcl 
turn the 11hole bulnue oYer. 

tou aee, Loudon 11 fl'ighhucl that we are going 
to take lhipl ~ troa u.~: •• which would be 
1eriou1. 

!hla would be ec.eihlllg U.l. woulcln't get uq­

~· 
That 11 it. m OUJ' ougo tor the lllclclll laat, 
tU B.P.C. tellwa tell .. , hal ao tu gou 11'0111111 
tU Cape and hal oou up 11111 been cllatl'ibatecl. 
I .... , the laat Britilh port, etriotlr Britilh, 
11 !Au, bat lt haa been alatributecl al Cali'O ILilcl 
at llazaaaria tor wherenr 1t hacl to go. 

For .,. purpo11, through thl RH Seat 

!taat h 1t thi'Ough tU RH S.a1 10 11hat w WU&t 
&1'1 boat• io tate 1t up ILI'OIIDd 1111'1, 1Dileaa, ot 

• 
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H.li.Jr: 

Punh: 

H.li.Jr: 

Purria: 

H.li.Jr: 

Punia: 

H.li.Jr: 

Punia: 

H.li..Jr: 

Young: 

_,_ 

oOIU'ee, tht ltrate11 ot the unl Olllp&lp 
his bttn altered bf the aanl notorf. 

I hlven' t ~t a good •P troa here to here 
(1Dd1oat~). I don't know - rou see, thlt 11 
a tree pc»rl, eo to apeak (referrlu to port 1n 
Gulf of Perala). That 11 not in tie war zone. 
The ra11~ co•• up here 0 

But I aa a 11 ttle afraid then we a trike the 
strlan situation. 

I aa just ra111Dg thlt. 

.lt pre11nt it 11 all coaing through there. 

That h the-

That 11 ouhide of tht combat zone. .Urplanes 
to Takorad1, as I gather 1t, neJ"7thlng else 
coming around the Cape. The last strictq 
British port is iden, but of courae, there is 
the port of Sudan further up here, and the 
actual place of distribution his reoentq been 
.Uexandrla. ihether thlt would change as 
atrategr becauae of the unl Y1cto17, I can't 
tell. -It hlm't changed 71t. We are still 
recehlng instructions to route &l'OUDd the Cape. 

We are read;r for the Pruident to aak us to take 
these Danish lhips and put thea to work. 

I didn't ·,,, DoDO'ftD before ooaing here. 

I wanted to get tht feel direotq trom you. 
You (You.ng) got the feeling, didn't you, thl t 
Dononn aDd Hopkins weren't eli oldng'l 

Yu. Hopkins am't here. DoDOYan seeu to be 
dolng a lerritic aount of rulh1Dg &J'CIWld, and 
I can't see What effect it i1 haTing. is far aa 
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PurTill 

H.ll.Jr: 

l'urTia: 

H.ll.Jr: 

H.ll.Jr: 

Purvis: 

H.ll. Jr: 

PurTie: 

H.ll.Jr: 

PurTle: 

B.ll.Jr: 

-·-
pttlu aotual Nlllltl, lae pta t1a1ap atuohl, 
lllat I lcm 't th1Dk Ja. follah tua ap. 

I tell JOU wta t I th1Dk. 121at _, be, ;roa ate. 
I th1Dk he haa been able to do thll. 'Ire han 
been asltlng whether it wwld be pouible for us 
to aee --

Do TOU llind? I wut to get it 1traight. Let's 
just lean that for the aoaet. I aa fighting 
tiM. Are TOU by IJIT chmoe free tonight? 

!ea. 

J.re 7ou? 

Yea. 

Well, I aa too, eo we could get together at the 
house. 

I wiah I oould aalt TOU to come to mine, but we 
han got domeetio troublu. 

Well, will 7ou ooae to rq house at 7:30? 

Fine. 

!ben w would be just alone. 

That wwld be fine. 

then n will han- let'• juat - gin • the 
OTer all. 

Well IUIIJ, the OTer all e1tuat1on, aa I aq, 11 
there 1a a big Uat of requiri!IAinh put 1n with 
DollOT8Il with Hopldu' knowledge prior to hie 
learlng, he leaTing DollOTIIl to do a little job 
on th11. DonOTIIl,_ I th111k, haa bee tJ'11ng to 
cet the thiDgl 10.14 to the Jluoi tiM c-iuion 
trca a ahlp Ti• 10 11 DOt to interfere w1 th 
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H.W.Jr: 

PUn la: 

H.ll.Jr: 

PurTle: 

H.W.Jr: 

PurTia: 

H.ll. Jr: 

PurTis: 

H.ll.Jr: 

-·-
tJae u..U V.L lhlpplq altutloa. beeaue u 
baa "• ~ to 1iieUtJa a ct ~ .... 
atCIII'IIo X., Jai:ri..q Hill OUt ere, JaUin that 
enll plolta &ad ehonb aad llllltol'U &114 what 
biTe you ue turlbq lapol'taat. 

Bu.t the thine thlt I gather troa what you tell 
• - let • Just get thll thlag. '!'he Cout 
Ouard cutter• - rrq Mil are oollillg ill at 2:30, 
fOU aee. 

The7 ue all blportaat troa rq Tin a. a single 
thing. 

'I• kllow where en17 ahlp 11. 

And Iaox ia ill faTor ot it. stark, I thlllk, ia 
moderate~ ill tavor, too, but not wanting to put 
hlaaelt ill writing. 

How, you haTe got eaough •terial tor the shlpe, 
10 the question 1a to get these Danish ahlpa 
illto the thing. 

'fe could Tll"T uaetullT empl07 fifteen ahlpa ill 
the lliXt two 110nth1 o 

'fe can gin you 110re than that. Bu.t the idea 
that our people reo-lid h thlt WI keep the 
orne who waat to etq oa. .Tuat put .bericaa 
captaina on. 

That la I' igh t • 

And !17 the .lmlrlcan tl.q and let the r· Thq 
can etut 1ae4iatel.7. It the 1'1-eliden would 
let 111 do it, I woulil etut 1t tomorrow. We 
hln been readr for two month• now. 

It would be too bad it there Wire aa incident. 

Regraded Uclassified



Purrlll 

H.IL.J'r: 

Purrla: 

Young a 

Puniu 

r .. a..•t ..u .. '""•'· r.c. ~WV nua­~J.Jat, 1t ...U be W 'llllllMII. I n'l]T th1U: 
fHa f01II' etuapobt lt wula be ba4. 

It hat belll golDg on publioq. 

l01r that 11 the lflc14l.e Ba1t. 

'!'bat 11 the 111.4cll.e Batt. .lD4 thiN I thillk 70U 
lhoula lma. that the NaiOII l>ollcrlu, I thlDk, 
hat hill loa'H~~g tor lh1p1 h prl•riq 'bec&uM 
he hal hill able to get the A.J0i1r i)epaJ't~Mnt 
to let hia loot at the QDarter.aater GeDeral 
u4 Sipl. Dlpart.nt 1114 Jlt41oal ato.,.. •hletl. 
We 4o DDt ha•• aftilable to use •hl•h ot what 
are 1a •took. Both thl .Ur c-J.uion• han a 
lot of 4efioiello111 ill propellor1 1114 ordn•poe 
'llhioh, it thq ooula onoe fit ill, woul4 relea11 
ooapletea plall11. Thq h&.,. a aetioiiJUIT lilt 
Of bi h &lid pie Olio lqualJ.T 1 we han a de• 
fioienq lilt ill ordnaDoe, bUt that i• pria'JOiq 
lhtlb W guDI &lid thingl of that kJ.D.d, &M 
prial'iq a llic14l.e laltern affair, 'll'htreaa the 
&J.r ii prial'iq a U.I. affair. lt w could 
t"fer 111 tha 1htet1 UDder lllitable IUplrTi1io11, 
it would 11Pdpuhtedq be &II eaonoua help. I 
bellne that, after all, .- ot our fell01r1 
han -eM to 111 .- of tha, but it h not 
a n17 good~. beoaue rou oan•t use it it 
rou 111 it. Doao"J&D ha1 bee11 able to 111 thl 
QD&rte.,..ater General, the Sigual. DepartMD.t, 
&lid the Jlldioal Corp• lheetl, ua thlt b •t 
he baa piobcl thh lht out of tbat I Mnt to 
TOU (Y01111g). 

Be 1111t • a OOPT, too. 

Be ha4 llx o~• .ae {: '"• t.Dd I thought 
~.,.:.,t ob'!:.b. ~t ~;·::~=i:;;~ .. !~.,._ 
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H.IU r: 

Purvis : 

H.LI.Jr: 

Purvis: 

H.U. Jr: 

Purvis : 

159 

- u -

able itema, there 11 that !or the lO.ddle East 
and then there ia this de!iciencr list, as I 
say, o! items, particular~ o! airpl ane stu!!, 
which if ther could be obtained for the Air 
Commission would put whole units into force 
in En£land quite quiok~. I take it you are 
thinking in term.s o! something to be done 
quick~, because that ssema to be the essence 
of the thing. 

The thing - what I am thinking o! until I hear 
what the President hasi it seeJDB to l!lll that these 
Coast Guat-d cutters w1 1 assure a sate vorage for 
rour convcra out of Halifax, and we were reaq 
to turn them oTer the dar the Bill was signed, 
and I don't know how maey, but I take it that 
five o! these cutters to a convor should be 
plenty. 

Wonderful. We are going on leas protection than 
that . 

And they are in such shape that the1 could go 
on up. 

That twenty-knot point ill terrib~ important, 
because rou will add enormous~ to the effecti Te 
use o! them. Admiral stark has said to Sect-etarr 
lnox in rq presence, "Well, I agree with rou 
that what we want to do ia to dellnr s0111ething 
which ia as effective as possible to the British.• 

The President first asked for those twenty­
knotters. 

Did he? I believe I have worked a little on 
that and have a more favorable evidence~. 

(Discussion off the record. ) 

But after all, that only went to the President 
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H.J.!. Jr: 

Pu.rTia: 

B.Y.Jr: 

Purvle: 

H.ll.Jr: 

Purvis: 

B. K.Jr: 

PurTia: 

B. K.Jr: 

Punia: 

B. li.Jr: 

Purria: 

It Jd&ht h thb foPL It h the fifth 
requ .. t in one fol'll or another. FiD&lq, 
lflt. Hopldns eaid, "Wl'ite tot he President. • 

ODe little thing, Just to digress a minute. 
I h&TIID 't had in two 110ntha now that lht of 
the airplane produotlon, 7ou lmow, that fOU 
utu•llT gin •· Don't tell • 70u han got 
it. 

I ha'f'l therefore .ade 1 t over a whole period. 

DoD't tellae 7ou han it? It is too 1111ch. 

(Laughter. ) 

!here 1a the kq. I not onq put this last 
1110nth, but I put all the prnious milntha iD 
there. 

This is !, and there are !, B, C. Here it 
is 1, 2, 3. Is that the same? 

I am SOJ'17. Yea, that 1a the ..... 

!lilt I •an ! would be --

Yea, ! 11 1. 

That juat akea the code a little 110re iDtel'­
uting. 

! little 110re etteot1n. It 1a probabq 'IIIII 
it •1 done. 

(Laughter. ) 

llho elH ha1 got thh buidu •? 

loboq, a1 tar a1 I lmolr. 
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Dots: 

Purvis: 

H.ll. Jr: 

Purvis: 

Iloh: 

Purvis: 

Xloh: 

Purvis: 

H. ll.Jr: 

Pluovh: 

ll.ll.Jrt 

lut ftl'1 t •• 

I &a 110t going to bother the S.oret&J'7 with 

!~:!. P(;;!!!f!g ~ ::~ ~:;.~)111' boob out-

Outa1de? 

!11, I lett ., ohauttev aDd I'U, u.d in the 
pi'Ooeu, the boob hed to be lett out there, 
Ud I told hia to 11Dd th• in, but he h 
probablJ hlooked outside. 

lho h Braoken? 

1'bat 11 the red-haired !eaillar ot the PriM 
JllJllater•a. Hh - is Bnoken. He is a 
JOUilg Mil ot great puab. He 1a right inside 
the - a Tei7 able fellow. Right inside the 
Priae Klniater'a ot!ioe. 

Ve17 nice. 

I think there ia a letter !or 7ou there, too. 

ADd on PJ'OWI'-nt, han we tiae just to touch 
on it? 

Yea. 

C. the pZ'OOUNMnt qu11t1on, do I underatalld 
lt h definite that the 'l'reallll')' 1a going to 
aot-

lo, we don't know. 'l'hat 1a wbat I a ueting 
at 2zSO with '1111 people tor. I will know that 
liT tonight. 

- I pat a aeoolld thought on that'l In acW.· 
tlon to theae raw •terlala, there 1a &DOthw 
fwmotloa whioh I don't bellen belcmp .., · are 
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H.II.Jr: 

PllrTill 

H.ll.J'r: 

Young: 

H.ll.Jr: 

Well, we now know thle .uoh. I will !mow 1111oh 
110re tonight. But rou (Younf) told me that Bob 
Patterson has asked us ottic al]T to b111 all 
the things that thq cu' t buT. 

Splelldld. I hope that will include 10. 
&rrange.ente on these aieoelllneoue thing• 
apart troa the big raw •terlal thing• each u 
eteel. 

W. will lmow 110re tonight. <m the other hand, 
Bell tells • that the lla~ doem •t -.nt ue to 
do that baTing. 

·~ cu't do it. ~'7 hann't got the people 
or the ezperienoe. 

Up until noon our people clldn't lmolr what the 
allotunt ••, but th17 &re all ouhide and I 
aa to eee them 1101r. So n will go onr there, 
and we will eee what h what, and I will lmolr 
a lot .ore tonight. 
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PurTh: 

H.U:.Jr: 

l'urTh: 

H.li.Jr: 

H.li..Jr: 

l'urTia: 

Tel. W.U, tMt 11 • ..., -

au _, •• 11111'111'1•• • 11, _,.. ... 110t 
•tt!u ~ 1lb ao-m oa "' alrplaM jioo4ulloa of 11111' ooat17. 

lot at the -t. llow, I han u Uea, haw­
..,.,., that liaoe JOU aft there hal 'been a 
n17 ~t &1111 appapnt 4rre:Lo.-Jit · tr. 
our new 1a repri to the u.. !fa., lheeh 
&I t!Y7 haTe Uoa thea to Ul a1 to waat 
thq are wll.liu to cllnrt 1ll ol'daaaoe &1111 
I had ~r1tooa: it abo to appq to dr, INJ'e 
10 •oh •re eiiOOUI'&fUc tlwl u,thiDg that n 
han baa 'before, tha iherea• 7ou alght tiJII1 
that up to a oerialll aate it lwlll' t happnea, 
I wwl.dJl't 'be a bit lllJ'PI'ilea it 7ou tiDd that 
it h happaillg t... now on. 

It cllb't happen up until the 29th of llaroh. 

lo. 

loth!ng lib it. I aa ~ing to lhow thi• to 
the Pl'iliaent. lothillg llke it. 

w.u, ~g that 7ou oan ao. 
I M&D nothillg lib it. 

tea. 

hat IIOthiag llb it • 

•· •n tu•e are thine• that 0&11 11e aoae '••fl•te~, &1111 I bellen the Pr11iant'• 
.ala iatenat 11 I pthlr fl'ca Jfr. Bopk1u 11 
ut ao .aa1a the proGIU'Gint progna a• what 
- w u Jut ' dlatlq lil the fllt'ID'I 1114 
tllat, J1llll &., 11 not hliblT orpnla.a tor the 

rmt. 
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H.K.Jrs 

Pur d u 

I 'lll11 1M ""- at f.-o, a1 ._ u ,_ .. , 
be .... • 1d.U be aloM • 

.lllriJdat. !lwlk rou ., • ., •oJa. I will loot 
tol'ftJ'a to 1t. 
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Mr. Folq 
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1pr11 2, 1941 

Attached i1 a redraft ot the oYer-all lgreement to 
cover defense article• made aY&ilable to the United !l~oa 
which inoorporatu the nggutlona made b7 the Preaiden! at 
our aeeting w1 th hill and Bl.r17 Hopkiu on llt.roh 14, 1941. 

1t that tiM the l'Jouident laid he wae ill no hurJ7 to 
sign the !grellllent and 1uggnhd, atter the appropriation 
measure wae paned b7 Coagren, that we take up the redraft, 
firat, with the State Depart.nt, 11oond, rith the 1ttornq 
General, and third, rith the Director ot the !bdget, and, 
subject to B&M7 Hop]dn•' tir•t clearing with Dean 1cheeon u 
to the attitude ot the State Department, begin diacuaeiona in 
a prelillll.na171J&:f 1fi th the Bri thh, 

I called Dean !ohuon lut Fridq and told him that wa 
were reaa, to lit down rith h1a and go OYer the redraft, but 
I hann't heard IJITthlng trOJJ. h1a although he prOIIieed to gin 
me a oall not later than laet Koudq. 

I 111gge1t that 7ou a1oertain at the .. etlng thle alter­
noon whether or not Tl'e&1111'7 or state ie to take the J.greeaent 
up with the Brithh. 

(Initialed) B.H.F., Jr • 

.Utaohaent 
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Stat .. et ... u, ... u;, ,. 01 ...... 

ua h.rtill&fttl' oen.a .. .lot) te •• u, tnuftl' tlU. 

to, exoh&llge, l•n, 111111 01' .. niH 41apon 11, u4 

to take oeri&ln fluotll.tp aot1n w1 th. napeot to, defeue 

&rtioltt to the goYe~t of &D7 OOUAtrJ whott dtfenae 

the huidmt de .. rltal to the clefeue of the Unltecl 

statu, on noh ttru &Del coll41t1ou u the heaidlllt 

a .... llt1efaot01'J, &Dd 

maus, the I'Peaident hu cletel'llilltd that the deteue 

ot the tmitecl Ilngdoa 11 Yital to the deten11 of the 

United state•, · 

ICJI, TBIREFORI, it b agPttd b7 the United stetu mel 

tilt United Ilngd- u follona 

1. d-. tiM to tiM &Del ill noh uouah &I the 

Pruldent KT detel'llille, the u.J.ted statu will, plll'lll&llt 

to the .lot, 

(a) tanilh to th.a Ullitli Ullgdoa oePtaill 

clefeue aPtioltiJ 

(b) teat, illlplct, pron, pepail', outfit, 

reoolldi Uon op othenhe place ia good 110PkiDg ol'dtl' 

lllf dtflut &l'tiole, 01' pl'OOlll't &Dr 01' all llloh 

111'Y1oea b7 prlnte oODtl'&OtJ aDd 

(o) oa-lll'detoate clefeue intonation peri•'»lnc 

t. .... I ' aatitJ• fluid~ .........,, . 

u Y&luc1 aDd Uat.a 01' othai'Wiae cleaol'ibed ia 1ohilcbalel, 
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approprlah)T la.atlt1e4, .. • M...n.. te .. att&CiMI 

to thb !crt-at. 

2. Wlthla noh perl.a or perl.aa aa detll'lllua liT 

the Prt~ident, aotloe ot whloh dehralJiatloa aball 'bt 

ginn to the United Iingda, 

(a) The United Iingd011 agreee to redeliver 

t o the trn1ted statae suoh detenee artiolee fUrnished 

to the United Iingdoa hereunder which, in the op1Dion 

of the P1'11ident, are not uaed up, worn out, deetro.red, 

or othel'Will rendered incapable of e!!ectin uae. 

(b) The Un1 tad Iingd011 agree a, in the oaae of 

defen" articles, other than agricultural comoditiea, 

which in the opinion of the President are used up, 

worn out, deatro,red, or othel'Wise rendered incapable 

of e!feotiTe uae, to turniah to the United States an 

equiT&lent amount of similar defense articles, which, 

in the op1n1on of the President, are of a qualit,, 

efficiena,r and relatiTe T&lue aubstantiallr equal to 

the defenae articles turnished hereunder to the Uni ted 

!iD&doa. 

(c) The United !ingdom agrees, in retUl"D !or 

(i) agricultural c01111110dities, and 

(ii) other defense articles, sel"Ticea and 

defenae information, 

turniahtd to it heriUJlder and !or which the United 

Statea has not othel'Wiso receiTed !ull reimbul's.-ent, 

to turniah to the United States an eqniT&lent in tin, 

rubber, jute, and other pl"'duots and commodities Regraded Uclassified



168 
·-I-

p1"0ddlot4 1Jl U.. II'Ul•lltlr• or abc' "a1 ,., ... 

ill the opWoa of the PnaU.at, API ••W 117 U.. 

Unitt4 Stat11. Sl&ah pro4uota u4 ICI ,4ltlaa allall 

be tvnilhed ill aaoh quutl t111 ml at aaoh U. 

or tia11 a• •hall be dettl'lliud 'b7 the Pre1idet. 

(d) In lieu of r•turning or tunhhillg the 

defense article• or 1iailar defen11 article• a1 

provided in paragraphl (a) and (b) above, the United 

Kingdom maf• at it• option, tunlah or transfer to 

the United Statea &DJ raw materials or other propert,r, 

services, information, facilities, or other conal-· 

deration or benetita acceptable to the Presidant. 

To the extent that, during IUch period or perioda 

determined b7 the Preaident, the United States ahall not 

have received pvauant to paragraph• (a), (b), (c) and (d) 

full reimburaement tor the defense articles, servioea, and 

defense information turniahed to the United Iingdoa here­

under, the United statu ahall be entitled to receive or 

otherwise acquire, and the United Ilngdca agree• to tunlah 

or otherwiae tranafer propert7, aervicea, lntor.ation, 

facilitiea and other oonaideration and banefits acceptable 

to the President. 

s. B7 tuture agreement, the partln a'f substitute, 

in lieu of Section 2, &DJ other p~nt or re~t in 

kind or propert,r, or &DJ other dlreot or indirect banefit 

to the United states, which the President deems eatiafactor,r. 
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4. ~· Pruident ahall detel'lline the fair Tal.ue of 

anT propert,r, serYices, intor.ation, faciliti•• or other 

consideration or benefit received by the United states 

!rom the United Kingdom; and the United IU.ngdom shall 

be credited therefor on account of the defense articles, 

services and defense information furnished to the United 

States hereunder. For &n1 defense article returned to 

the United States pursuant to paragraph (a) of Section 2 

above, the United Kingdom shall receive a credit equal 

169 

to the value given to such defense article in the schedulu 

now or hereafter to be attached to this Agreement. The 

parties to this Agreement shall periodically review the 

status of the accounts arising under this Agreement , and 

the President may from time to time determine any credits 

to be given to the United Ki.ngdom by reason of any consi­

deration or benefit which the President determines shall 

have been received by the United States from the United 

Kingdom. 

5. The United Kingdom agrees that it will not , 

without the consent of the President, transfer title to 

or possession of any defense artiole or defense information 

furnished to the United Kingdom hereunder or permit its 

use by anyone not an officer, employee, or agent of the 

Uni ted Kingdom. 

G. It, as a result of furnishing to the United 

Kingdom &n1 defense articles or defense information, it 
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il uo .. I&J'7 tor the Uaited nngdoa to tab &Ill aotioa 

or m&ke aiJ1 ~nt in order fullT to pl'Oteot, piU'want 

to the J.ot, urr of the rlghta of U1 olthen of the 

United States who has patent rigbta in and to &liT euch 

defense article or information, the United Kingdom will 

do so, when so requested b7 the President. 

1.70 

7. Any defense articles, materials, or other personal 

property to be returned, furnished, or paid to the United 

States hereunder, shall be deliTered or paid b7 the United 

Kingdom at euch place or places in the United states, or 

1n1 place subject to the jurisdiction thereof, as from 

time to time shall be determined b7 the President. Any de­

fense article or other propertr, service, information, facil­

i ty, or other consideration or benefit to which the United 

States shall become entitled hereunder shall insofar aa 

the rights, powers and priTileges of the United States 

1111¥ thsreb7 be affected, be exempt and immune from anr 
taxes, chargee, restrictions, regulations and controls of 

&ll1 nature under the laws of the United Kingdom or urr 
political aubdiTiaion thereof. 

8. The United States mAT at anr time cease furnishing 

the defense articles, services and defense information 

referred to in Section 1 aboTe. Such cessation ahall 

not affect &n1 of the righta, powers, or priTileges of 

the United States or of the President hereunder or of anr 

of the duties, liabilities, or obligations of the United 

Kingdom, all of which shall continue in effect until the 

) 
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tJaihd I1Jl&l)aa lllalllla'ft t.l.q pedo..a 1te a.u.e 

ua obllptiou u4 as......,.. 1\1 U+'JIU.e ••• 'v. 

J.Jtt default b7 the Ualt.a IS.a&ta 1a tu pvtoa PM .t 

arif of ita dutlee or obllptlou or in the cUaoharge ot 

ita liabilities her.under shall entitle the United Statea, 

u,r appropriate action to~e determined b7 the President, 

to en!orce ita ri~ta. powers, olailaa and pri'rileges 

hereunder. 

9. The Preaident .., exercise &aT power or authorit,r 

conferred on him hereunder through tuch officer or agena,r 

u he shall cUrect !or that purpoae. The tel'IILI "defense 

article" and "defenae information• as used in thia 

Agreement shall have the sa:me meaning aa defined in the 

Act. 

10. J.:q notice under the hand of the Pruident or 

&Df officer deaignated bf hia ah&ll be de ... d and taken &I 

the notice o! th.e United Statu and the Pruident end 

shall be autfioient it dellTered at the Britiah llbaaw,r 

at Waehington, D. C., or at the office of the Peraanent 

Secretaey of the British 1'reaiU1'1 in Lolldon; end 1n1 

notice b7 the United ltingdo• ahall be INftloient if 

dellnred to the American •besq in Lolldon, or to the 

Secret1J7 of the 'fre&IIUl"T of the United States at the 

!reuul"f of the United Statu in Waahington, D.C. J.rri 

waiTer of &aT notice required hereunder ehall DOt exteDd 

to or affect &aT aabaequent notice or wain &aT ri~t of 

the partiea to require notice hereunder. 
Regraded Uclassified



172 

.,. 
e. • JUtiu te st ••n rl, 1111 a. lftftl'dt 

eiplllc tide '&'"• "• ~ 'ds'f• ... a..tt, 
laia .. u, • tit 11-.. ••11•• ' ... ..,.. tllat till 

exeout101l ad a nl7 at thia ..... t han 1a all 

reapeota been 4ulf authorised, ID4 that all aota, oon­

d1t1ona &D4 legal for.&litiel wbioh 1h0ula haTe been 

perto~d and oo.platea prior to the .. k1ng o! th11 

! greement han been per!ol"Ud and o011pleted &a required 

bJ', and 1D oon!ol"'litT with, reepeotlnq, the laws o! 

the Un1ted statee and the United I1ngd011. 

IN 'IIrNBSS liHRRilOF, the partiee hereto han executed 

thil !gre ... nt 1D duplloate at the CitT ot 1J&ah1Dgton, 

Dhtriot ot Collllllbia, th11 dq ot , 1941. 

'fBB UNITED STiTES OF !lmRIC.t. 

(t.J.tle) 

HIS JllJESfi' S GOVERBI(I!H Ill TRB 
URITED IIJGDOK 

(ntle) 
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-·---.1!'!!! .. ~~?.:.~~!!!:¥. __ ,,,,,,_, ____ , •.•... 

I~ C$n-ect1on with ~l ' a requaot 
todar for t~e withdrawal ot the 
Ital12n ~val attache &I ~reo•a ~o~ 
&rat& I thi..,;c I 11$;f haYe ~•·lec ted 
to 1~form you that I f•rn1~.e4 State , 
as well aa Juetlve and »ayY, eopiea 
ot teleuamo lil!"e4 •.l4cleto "ante• 
eontaintn~ a eode p~ee •hich, accor­
di~g to o~e of the I talian Captai"' • 
wao the prear~anged order tor aabotage . 
The i~fonoatio~ ca~e from V1n~nd , 
Aaaista~t Collector of Cuetome a t 
:"orfolk, I phonel :Sreokenri~e Long 
about 1 t llontla¥ and f'1J.VO hl.Jn the 
Photoetato Tueadoy, h 19 
The tele~ama wcrb dated V.nrc 
and March 28 , the tint covering two 
ships and the second three . We learned 
that the delay u to tl>e throe ehipo 
.. a. due to the roc t;;;thet t~ y •e 
under libet, re 

lroa: Ill. 0 
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1.74 ... ty 
-~~.:~---·------
Re: Degaussing ealibration. 

The depuaoing beU 11 a cable arOW'I4 
a ohip inside or • uu1do \be bulwar'i<a 
which cnri .. a hea'f7 low-•oHq e 
current to nou\ralioe the thip'• 
~~e\1~ so that it won't set off 
nacnetic o1net over which 1t pa••••· 

Calibration cona~ta merely of test1~~ 
to oee that the ship'• mArUot1sm it 
properly neut ralized. Thit 11 done 
over the Navy'• prepared ccurae at 
~orfolk, where there are underwater 
cabllll con~octed to i nttl'\lll\enh a whore 
t o measure ~etic eff eoto from ahipa 
paasin« over the eableo. 

rro-1 111 . ~ 
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2:30 p.a . 

I 

176 

RB AID TO BRITAIN 

Present: 

Bell: 

H.J,! . Jr: 

Bell: 

H.ll.Jr: 

Bell: 

H.IE.J r: 

l!aclc: 

llr. Bell 
J.!r . Thompson 
Kra . Klotz 
J.!r . Young 
llr. Foler 
Jlr, Kack 
llr . Gaston 

These are the allocations that are to be 
recCIIIIDiended to the Preaidan t thi a afternoon. 

Procureent and the Treasury, eight and a 
half billion dollars worth. . 

That ia a reduction from 375 million. (Laughter) 
I understand t hat that represents about the 
order s that Kack has been talking to the British 
about. 
I see. 

That is wnat all of that sheet is. It is more 
in accord with what ie before each Department 
at this time . In the other sheet ther esti­
mated - or ther tried to allocate about half 
of the appropriations, three billion four. 

We~lz _nowi let' s just stick to the eight and 
a .ll&.U mi. lion. that ie that) !lack? 

That ia their estimate of the immediate pur­
chases for the next 10 dare . That would be 
steel, three million; braes rods and wire, 750 
thousand· fi re hose, 700 thousand; horn and 
hoof meai - ther uae that for putting out fires, 
seven thousand; agricultural implements, one 
milli on; road building equipnent, one million 
500 thousand; nitrates, 500 thousand; phoa-
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H.Jl.Jr: 

!Jack: 

H.ll.Jr: 

Jlack: 

Young: 

H.Y.Jr: 

!Jack: 

Young: 

H.!.!.Jr: 

Young: 

H.I.!.Jr: 

Gaston: 

H.U.Jr: 

Gaston: 

1?? 

- 2 -

'Phate rook, 250 thouaud; pboepbatee, 500 
lboueiJld. It tlguree actuall)- eight alllion 
270 thousand • 

. How does that came to 7ou? 

We had a request f rom the Budget for an esti­
mate of the iMmediate needs, that is, the 
orders to be placed within the next week or 
ten da7s, and I got that fr om the British 
Purchasing COIIIIIiuion . 

You mean it came ~o JOU direct from the British 
Purchasing? 

Well, I guess--

It came as a result of conferences which Cliff 
Mack and I had with the British. 

Did JOU get rq message about tcying to get the 
steel from some of the smaller companies? 

No, I didn't . 

I got that message . 

Didn't JOU pass it on? 

I got it from Danny Bell. The steel situation 
on the Britiah at the mommt 1a tba t they han 
got ao much piled up on the docks !~;{ have 
given orders to the mills to stop ng anJ 
deliveries. 
I wish 7ou woul~ have given him that order. 
Who did I tell that to? 
You told that to me. 

I wuted that order transmitted. When I give 
an order, I want it to go down the line. 

Phil happened to be in Dan Bell' a office at 
the moment, and I gave it to Dan and he got 
it fr<11 him. 
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Toangs 

H.ll.lrs 

llack: 

H.li.Jr: 

llack: 

H.ll.Jr: 

llaclc: 

H.li.Jr: 

llack: 

1?8 

- 8 -

I aa IOPPJ, I 4Ua•t wu!erataac1 it that ftf• 

Jell, I gaYe it Yll'f plaialr. I wanted to 
find out froa CIO who were the oo~anies 
in that bulletin that thay untloned who had 
leas than fifty per oent production. That 
na what I aald. I ude lt 'fll7 clear and 
mentioned the bulletin IDd where the inforaation 
waa and IYII'fthlng elae. 

Well, I will repeat it. I don't lilce to 
repeat ordera 110re than once . I don • t ulce 
a ouatoa ot it. If 70u get hold of the CIO 
bulletin1 ther han apecitioally in the leat 
aon!.h!fJDulletin aaid that there are a lot 
ot coapanies with capacity up to 6,000 
tons that haYe fot leas than fifty per cent 
ot their oapaci y booked. 

I aee. 

And the suggestion I made was that you aak 
CIO who are theae companies . 

I will do that. 

Let •a find out who they are. 

I will do that • 

.ltter all, we ought to place thla whether the 
atuff is on the aoclce or not, Phil. 

There hu b11n thh ohange Iince that information 
us giYen to ae. Elliott, who is the head ot 
tha Iron and Steel Corporation, told ae that 
there were oanoelationa to be ude within the 
next few days, llld I gueu ther han been JUde 
br thla tlae, that would gin thea enough tree 
lUnda to take care ot their iron and ateel 
requiriiMilh for the 110nth ot April so that 
we wouldn't be oallec1 on to aab 101 actual 
purohaaea until lay tirat. 
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B.I.Jrt 

Bell: 

Th011p a on : 

H.lf.Jr: 

Bell: 

H.M. Jr: 

Gaston: 

H.ll.Jr: 

Gaston: 

tl41;. 'l*t • -~~ u ' to - ~ , .. Ollleit. I hawa • t .. ., .. Ja ts.... r ... t 
to A.a.- 'lllat la IOlg Oil. I d01l 1 t 
ua4tPtt..a *•• till 11'1_1Clllh uea atuff wbJ 
thiJ dOll' t puroha.. lt tea a.,. ill adnace. 

What elae, Daa! 

That 1a all I had. 

I ha•• a letter to the S.cret&rJ of State 
relatln to tlll'lllllg OYer fi111 ad nel'J1;h111g 
11l COillleOtiOD wJ.th the Lad•l.eUI, • tul'lled 
th• onr 711tera.,. I got hold of llr. llc­
Repolda juat a few aoaeata ago ad told hla 
we wanted to get a foraal clearaace oa the 
other letter, the thlllge that Har1'7 Hopkins 
baa taken onr. 

He talked to Hopltlne ad called u back, aad 
aa1d lf •• would aend OYer a draft of a letter 
for the Prealdeat to algn, addreeaed to JOU, 
aad tlll'll that onr to Har1'7 Hopkins, Har1'7 
w111 get 1t signed. So I will get that ill thia 
atternooa. 

Good. !hat ia the wa7 to cleaa 1t up. Doee 
that oleaa rou (Bell) up! 

Tea. 

low, Herbert, before I go onr! 

Tea. 

lhat about the Cout Ouard cuttera'f 

Here are the a .. oraada right here. 

!hat 1a the 327 footera. Tbe location 11 ill 
the f1rat oolu.D. 
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a.v.Jr: 

Gaston: 

!Uoh: 

H.M.Jr: 

Gaston: 

H.II.Jr: 

Gaston: 

H.M.Jr: 

Gas ton: 

H.li.Jr: 

Gaston: 

H.V.Jr: 

Gaston: 

B.V.Jr: 

Gaston: 

H.ll. Jr: 

- 5 -
II thh the orlglulf 

It 1e what the;r 11nt ae. Walt a alnute, 
ther sent the wrong one on that. Here h 
the original on the 260 tooters. The;r 
Just stuck the wrong one in on me . 

Shall I get it tor ;rou? 

This ia the 827. It ia Just a copJ. That 
looks all right . 

That isn't the original, :rea . But this ia 
the 250 tooters , isn't it? Yes, and this 
is the 327. The7 aent the oop7 instead ot 
the original, that ia all. 

Who would have it in your office? 

They wouldn' t have it in my office. They 
banded it to me Juat aa it came over from 
Coast Guard. 

What does thia mean, "Teaporary D. G."? 

That is "degauaaed," not installed, not 
calibrated. 

What does that mean, "calibration"? 

Oh, I auppoae it baa t o do with -­

I would like to explain it. 

111 right, I will find out Just exactly. 

Well, I haven't got ti•e unless rou want 
to step out and phone. 

Yea. 

I don't 

180 
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Gaston: 

H.II.Jr: 

Gaston: 

H.li.Jr: 

Gaston: 

H.'II .Jr: 

Gaston: 

H.U.Jr: 

H.II.Jr: 

Foley: 

Here are the other two uaounaa. I will go 
out and call on that • 

.Juat let • aee 1t there h an,thi11g else. 
Thle 1e tbe repl&oeaent. 111 right. Weather 
CODtrol. 0.(. Thia doesn't 111a up how -.117 
are read7 and how a&nf are not, does it'l 

The{ ahow the state of the armaaent prograa 
on he ships . 

You couldn' t get - would lfauche !mow if 
I called h1a up, do JOU think~ 

You had better get Chalker, I guess, if he 
1a still there. 

Let's juat let that go a adnute, and we will 
co• to 70J1 (Fole7). 

(Kr. Fole7 banda aeaorandua to the Secretary) 

If ow while we are ni tlDg, after talki:!iwith 
PlaM'ie, the thing that aeeu the 1101t ortant 
are these Cout Gurd ahlpa. Could r.u ake 
two alnutea to tell u - I uan, Dan ah ahlpa. 
Tell ae how 70JI would go about turning thea 
O'Yer. 

lell --

(Telephone connraatlon w1 th Captain Chalker 
tollowa:) 

Regraded Uclassified



R.M.Jr: 

Capt. L.f. 
Ohalkert 

H.H.Jr: 

Ct 

H.M.Jr: 

0: 

H.M.Jrt 

C: 

B.M. Jr: 

C: 

B.M.Jr: 

0: 

• 
-.u a, 1"1 ··- •.•. 

ftal.o 1• ~ leoraur,. 

Y11, air. 

You have c1ven ae thla thine throuch 
Kr. O.aton tor ~ 250 ft. and \he ~7, 
and 1 t 1 

• eo dam~ ad ooapl1 oa ted I oan' t 
.aka head or aua out ot u. In tha 
t1rat plaoe, wbat 4oea 1t aaan •not 
oal1 bra tecl. • 

The oal1braUon baa to 4o w1 tb the depu .. 1ftl 
\hat tha7 put on aa proteot1on asa1nat 
eleotr1o alnea. 

Cal1braUon ot wbatt 

fbe oal1brat1on ot the dacauaa1ng •7•t .. 
Whioh 1a a a7atea that 1a uaad to proteot 
the veaael aca1nat aleotr1o a1nea 1t the 
ahip pa•••• over thea. 

Well, now, let ae au 70u. 'l'he 2~ tt •. 
outtera, bow .. n7 ot thea - I oan t tell 
troa thia - ot the ten, how -.n7 ot thea 
are rea47' 

fhe7'r• 1n 41tterent •tee•• ot preparat1on 
at the preaant tua, air, and the oD17 one 
ot the 250 that 1a tull7 equ1pped 1n all 
reapaota 1a the Ca7up. 

Wall, bow lone would 1t take to an the 
ot thea :raa47t 

We ooa14 ban t1n ot \hea r•a47 I would 
•&7, a1r, wS.tb1n a ... k or ten 4&7• at 
the aoat. 

Who 4oll 1t 4apan4 upon ouU14a ot the 
Coan QQar4t 

It 4apan4a pr1no1pa117 upon 4el1VAJ'7 ot 
eqa1s-ent. We ban tour ot thea at the 
preaant U.. 111 the law tork 7ard. Dal1YeJ'7 
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K.J(,JJ'I 

0: 

H.M.Jr: 

C: 

H.M.Jr: 

0: 

B.M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

-·-
.... - ... le .-u .... .... .. . • ,.,. et taet, aa& a., wUl. \e IHp].ete 
ae tar ae w eaa OCIIIplew '"- W1 tb =:r.•• tlblOia h anllable to tile Ooan 

That 1 1 tour. 

tea, air, and the OaJU&a ia raa41. 

Well, than tiYt ought to ~~ rea41 ae ot 
tocSq. 

t11, 111', IZOapt 8YID that 1'1141 dOIID 1 t 
aean, untortunattlJ, ent1rtl7 rea41 in 
thil J'ei~Ot. fha • 50 oali~IJ' M0h1DI 
pna - theJ are pne that we hau to set 
thl'oueh the laYJ. It th17 oan aake thea 
aYaila~le th17 oan inetall thea Within, 
oh, wUh1n ODI WOJ'Itiq 417 111117. 

Well, let'a put it th1e war then. It the 
WaYJ gaYI ue 100~ cooperation when could 
tllell eh1pe put to an and ~~ 1'1141' 

The tour eh1pa could put 
1'1141 I would 117 W1 thin 
cSqa. 

And the OaJqa ia rea4J. 

to ua and~. 
thrll to tour 

!he OaJqa it rea4J •• tar 11 we oan s•t 
hal' 1'11411 Jll 1 Iii'. 

All ri&bt. Wow, the t 1 1 that. l ow, on tile "7 tooter•, bow near ,. .. 41 ara thiJ' 

!he OnlJ Onl wbJ.Oh il 100~ rta41 at thl 
preaent uaa 11 th4! Inpaa in lew tol'k. 

lhe 11 I'N41. 

tea, air. 

Al\d hoW about the Othal'l' 

!he otllera are in YU'Jilll •h~A•• aoae 
reqllirinc dlpullilll and oUter alDOl' 
eqllipaut. 
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B.II.Jr: 

0: 

B.M.Jr: 

0: 

R.li.Jr: 

C: 

R.M.Jr: 

0: 

B.li.Jr: 

0: 

H.JC.Jr: 

C: 

R. II.Jr: 

C: 

B.M.Jr: 

O: 

B.M.Jr: 

C: 

R.II. Jr: 

• 

_,_ 
'feU, .... ~ -..1.4 u '*• ,..., .... 
•• ...,......la tlpna oa Ule otbn flu. 

I tblak, alr, PJ'OY14e4 \!\• eqll1JIIIan' 1a 
aYallabla an4 •• 1•t 100' oooperatlon, 
I woul4 U7 that we ooul4 ban thoee readJ 
I thlak W1 thln ten woriUna 4a:re. 

On bow un:rt 

Well, I thlak tba t woul4 take oare of all 
whlob are on thla oout. !bat woul4 be 
eight. 

ElgbU 

I beg :ro= parclon - I vae talr.lng two troa 
ten. !'wo froa ""en woul4 be the. 

Of the }27'e, bow aan:r out of the ee•en? 
Onl:r got ee•en ablpe. 

Ot the }27 I woul4 U7 t1Ye. 

F1Ya ablpa l a ten 4aJe. Ia that r1gbt7 

Yea, alr. 

All rlpt. 

I 'a a llttle out of 8J f1el 4 eatlaat1ng 
tor tba eDClD .. l'e, but tl'oa eYeJ')'thlq I 'n 
aeen, that 1a 8J oplnlon. 

Aa4 that'• With 100. oooperaUoa froe the 
laq. 

Yea, alr. 

0.1. I'll a44 a Cia)' or two eo that - to 
lt"p :rou out of trouble. 

All r1pt, alr. 

o.Jt. 'ftlanlt :rou. Your Cleaton 11 auuac 
bare. 

Yaa, alr. 
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Gaston: 

H.M.Jr: 

Foley: 

H.li.Jr: 

Foley: 

H.V.Jr: 

Foley: 

H.V.Jr: 

Foley: 

Gaston: 

H.M.Jr: 

Fole:r: 

H.M.Jr: 

Foley: 

- 7-

ODe 11 lD UaboD ad tlw other h lD the 
aouth PaoU'lo. 

Let .. uae the reat ot the ti.. to get thla 
Danlah ship thing. 

In ao tar as the ships are concerned in our 
protective custody, upon which a conspiracy 
to violate our laws waa oa.altted, that ia, 
where there waa sabotage --

llq I lllterrupt ;rou'> None of the Danish 
ahlpa was sabotaged. 

0.!., none ot thea. 

Would you keep on the 

On the Danish ships, which haven't been 
damaged, I think ln order tor ua to take 
them over and operate them, we probably 
will need legislation. 

How aany are there~ 

Twent7 --

Thlrt:y-aix. 

Well, there wouldn't be an)' trouble getting 
a bill through, would there? 

I doubt nr:r moh whether there would be any 
trouble getting a bill through. 

But on those 36 J'OU feel that a bill would 
be the beat thing? 

That would be the neateat war to do it, because 
there are all kinds of queationa of ownership 
and pa:JIIIIllt of tunda and that aort ot thing 
that we can tie up into a bundle and drop lt 
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B.II.Jr: 

Gaston : 

H.M.Jr: 

Bel l: 

H.M.Jr: 

Young : 

l!aolc: 

-·-
1D Coagreaa' lap 1D4 aet lt aoae qaiotlJ 
ID4 aeat17. !hire h aa ·~at that 
oould be .. a,, that the P?ea14eat beo.aae 
ot the exigenor ot the aituation would ha•e 
execut1Te power under the Con•tituticn to 
do it, but it wouldn't be •• neat a wa1 . 

Do you agree' 

Yea. I think it 1a better to do it b7 legia­
lation. The sale thing is at.ost out ot the 
question, becauae lt in•olTea atatu1 ot owner­
ahip and representation. 

BaTe you got anr opinion? 

I don't lr:now. 

Iebrandtsen and Koller are lighting among 
thems el vea, 

Let ae go back to this thing with Yo~ and 
Kaok. What I CIJI' t underetllld h, den t the 
British at thie tiae, tor instance, lr:now how 
.uch steel ther want and all the rest ot that 
atutt? 

Well, I think they han a pretty good idea 
ot their requireaenta. Tbe7 change troa 
da7 to dar. Ther put out a blanket contract 
arrangeaent, u I underatllld it, tor a 
certain category ot ateel or 1orap iron or 
what not, and the7 change ths apecifioationa 
ot that atutt day in IJld da7 out, depending 
on what the7 actuall7 need at the ao.ent in 
a hurry. Ie that the aort ot pioture you 
got? 

Yea, air. Tbe7 ha•e a t1ntati•e eetl.ate 
tor the next 90 da71 ot ninetr-eight a1111ona. 
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H.ll.Jr: 

llaclc: 

H.M.Jr: 

llack: 

R.».Jr: 

llack: 

R.II.Jr: 

Young: 

• I • 

Do I 1Dlderatuc1 fi'OII rou, for inahnoe, 
that thla .an llllott la going to uae 
ao-oalled free .oner and doesn't want it 
under the Lend-Leaae? 

For the current needa, that is, tor the 
month of April. Be explained that ther 
are going to cancel certainJending steel 
ordere because it doesn't c 1 tor the 
requireunta that theJ now need, and he 
ia going to use that free balance to take 
care of this aonth's needs. I belie•e he 
estiaated this •onth' a needa to be onlr 
about three million dollars, because ther 
han a large a.ccUIIUlation on the docks t hat 
hasn't ret moTed. Those two factors together. 

Well, I aa .ery much interested to find out 
whether this statement by the CIO that there 
are 6,000 tons unused produoti•e capacit7 
that exists amongst the small companies, 
which are the small companies. 

I can do that. 

Because I think it is terribly important, 
particularlr in connection with this Gano 
Dunn report which I want to get on as soon 
aa I get a chance. 

All r ight. 

But - well, I neTer could understand the 
Endiah and I don't understand them now. 
I t hought ther would be asking tor all 
kinde of atuft. It geta down to eight 
mil lion dollars . 

Well, ther are asking tor all aorta of 
thing a. The7 han got a hundred and aixtJ­
two iillion dollars worth of atutt fo r Cliff 
lined up between now and the firat of Jul7, 
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H.M.Jr: 

Young : 

B.ll.Jr: 

Young: 

\lack: 

B.II.Jr: 

Bell: 

B.».Jr: 

Young : 

H.li. Jr: 

Young: 

188 
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but lt la la general oategorlea and not 
broken do.R ln detail 71t. 

We will go onr, and here ia a chance - and 
all they are going to get , evidently, if 
the President approves it, is eight and a 
half million. If they don ' t get aore, it 
la their own fault, is that right? 

The Bri tiah? 

Yes, aa far as Procureaent is concerned. 

Well, the British haven't substantiated 
a detailed breakd01m of any aore, itea by 
item. 

I asked for the beat informat ion they bad 
as to their requirements for ninety days 
and they gave me a listing that calls for 
a hundred and sixty-two million nine hundred 
thousand, but the eight million three is for 
the immediate needs. 

I see . Well, when I coae back I will let 
you all know what happened. Have you got 
anything, Bell? 

llo, air . 

O.IC. 

Here is a copy o! this ~ I sent Ha.rry 
thh aornlng. 

Oh, good. Thank you. 

That photostat in there is that copy of a 
atataent froa the Norwegian ll1nlater on 
the 250 merchant ships . llow, r.u probably 
don' t want the copies of your etters to 
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Thompson: 

H,Jl,Jrl 

YOUDg l 

H.II.Jr: 

Young: 

H. 'J. Jr I 

Young: 

H.li.Jr: 

YoUDg: 

H.V.Jr: 

Young: 

R.V.Jr: 

tM baJiu la 
...tt4 oat, Ie 

Wo. Shoula I reaa thia before I go oTer? 

I aoa' t thllllt ;rou neec1 to. The thirc1 sheet 
there h aae Oil which I would lUte to ahow 
1011 IOM pointe. 

lhlch 11 that, Phil? 

Here it ie on the back. I ehould haTe written 
another aeao • 

.Ul right. 

It ia the question ot definition, principally. 

Thia ie the important thing. 

It ie laportant becauae •• can't split thia 
thing up with the State Dtpartaent until •• 
know what •• are eplitting. 

!hie ie what 1011 would like to haTe lend-leaee, 
what 11 up here' 

Thoee are prlncipallJ the .... countries 
that nre unt1011ec1 before wl th the addition 
of S.lgiua and 'rurbJ. 

O.Jt. .Ul right, nel')'bod)'. Thank you. 

• 
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... llr. ~ .. 

,_, ... . y, .... 

lei De1'1aU1oa of O.W.\r1 .. Vl\llla 
,-. tv• T.Nte ArM . 

Oallt.rell :111\11, 1 11114J'aan4 11 ~ \ o Oueral Jtuou 
OOIIOVa1QI \lie 4at1111Uoa of OOW0\1'111 wl\hlD \bll 11'84-11 ... 

...... eop7 ot .eta 1 -1oM. fhh •Uer h \a-bc ..... , 
la OIIIIIMUoa wl\11 ... llllou ot \Ill 11'1\lllb -.,sre. 1111011 .. 
Oo.M4a .......... 1111, ... 1a __ .... wl\11 ,.,. lle\llert.l.a 
lila\ JM1e1, 

hr \lie.,..._, u 11 ........ \1111\ ..- pv\1 er \bll lrlUIII 
.. 11'• 111 ~ _. .&ubell11 ..U1 .... u- '' p~~p cula tor 
\loell' ,... I .... , .... , 11, ~-· - \1 ......... Ual\14 
t\1\11 0..-\ lllloUr \M x.M-Lealll Ao\ wltk II 411'10\ .U 
rel.Mv-' .. \blll7111\14 ""''" 71'_,. or 'T a....,..,,­
UaUaa ....... lli'MU7 '-'- U. pw e,.- ... U. .,..uor. 
la U.. laU• - U. -\loa ..U 110\ '- porfii'II04 ...._ 
tM 1...._,._ prnhleu. 

0 ..... b .,.., IIUiou .. haft \bll 17111\14 1\1- .... I \ 
•'- •1'4w• m u ...._ • x.MooWM~ ... , ... ,._ ... t.av .. 
tba fl'__,., 1 ............. \Ill l'lf.aWr-11\ \O \bll "'-7 
••• lato 11 nnlTsac ,_. 111 ""'* 11 ,... \1111\ ....,... te • 41'11111 
• • \1111 lea4~ iiPPi.,d11Uoa. 

la u.. - 1 r ""' ~luAe .._, ••• til per -• er U. 
PIIJ'WaLaa P"PM b 4ee\lae4 tor \1111 11\11111'1.,.• ... , 1 ... 111, 
1\ - •• " \1111\ .u , .... er \1111 le\MI'laa4• .,. .... .....,, " 
laa1W.e4 wl\11111 \1111 1 ..... ~- al\ .... , ., - ... , .. Dol\all 
wtU .... .._ -. p~~p .,..... et\bllr •• •~ ..,......_ ,,..._uou 
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or n l ..,.,..lMM \J'MNG\lOilo whll rallma-o-t to tile tra1\d 
Ua\oo 'h' ... W7. 1 'MU..,. \hat \lie Dlltu oballlt 1>e 111o1- la 
\bh ...... All4 aJ.lO~ \e pvollaea UJI48r l ea4-hAOI J>POYlolOill 

0 

tlrot, l>eoaUM ot \llelr olD• rala\lollllllp vl\h tile JrlU& IUI6 
tbo aae4 tar 1DOr .. H4 ooorUaaUoa bat- \ba lo\ll.,.laa4o ,.,_ 
ohoOlGC 0o .. 111l01l kD4 \bo Jr1\loll ~11GC 0oaal0010ill O.OOa4lf, 
booauoo O! \llo Tl\al t.por\aaa. o t \lie r&r KAo\ora ol\aat1on \0 
t)\o UnUo4 Sh\ .. 1 ftad, \lllr4l7, llo_.a IIOU AOUTO MaU..l u4 
llll>t"lolOil OTW thh 1...-p p ...... ol lll preen-, ........ 1o baT1GC a 
41root ottM\ ••.,... p.....a-Uoa ...a ow OOO"""''J', oaa 'M --
lo tho 1..,.,..1_ ..,.. \bM lt \be Dll\Gil ,.... lot\ t o lllllt\ tor 
tll•ool no. 

l'v\llor, tile tiOCt -.t M t U:oa l ate _, Uoat tile Ualt" 
Staloo h •-•~ Tl\al otra\eclo All4 or1Uoal •tw1alo troa 
t )lo laot 1D41oo All4 \bat \lila tl., oballl.4 M p,.._.o4 at l ou\ 
t or t.lao u- llotec. 

,. ... 11 a \hlrt ....UloaUoa ot \bh oU'UUoa , ~. 
t horo ... , 1>e -rUMUoa M4 ooaperaUoa 'Mt- 1M 111'1\llh 
Parahao1ac aa..loaloa ft84 \lie lrl\loh allloo aU:1ac tor roloaoo 
of po4o Wl4ar \be X..lll.~ Ao\. J'or lao\-, .. ..,., ll ..,_ 
r oa\17 r"'aoo\1111 -\ala pao - -'Uoa, •• n\llad oa Ut.e 
oUaoho4 111\, \o ara :aiiO lorwctaa - , .. _, lll!Jio ..,loh ero oper­
a \lac la tile ""' ooM All4 111 \lie lat-•t• ot \l>e lrUhb. 

1 oa aov \.,-lJII t o tla4 ftt lt U.. • ....,. oaa - anilalllo 
lll7 ot \be O<('dJ*III\ ,......td; ea4 U h -r t"lllll \bet all na 
r•httlaaa ,_ JrlUII> allloa, vl\ll \be puo1blo ....,uoa at 
U.o Dllt ... , ....U4 oal7 'M .U it ..,,.....d 117 tile lrlU& IIIPP17 
ao-11. 1a •-Uoa vlU. U.h ..,altlo .._.,, 1\ walt -

to - - -·- , • ...x- ...... t ... \lie ........... ~· .... , ..... 
l>el~~;~ •- to tselp \lie JrUloll \boa to \a114 - lhlpa to replaoo 

'*· 
1 o\\aob a lh\ ot ,....... "'ooUou ....,..., 1t \M7 oo..U bo 

oaovord WG14 U..Ua\817 -.alp o1erU')' U.. ol\llOUoa ... ~ q> 

l oa4-l oaao op ... tlo ... 

fia1Ualod ) P , f , 

PTibJ 
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(1) Ara U.a t ollOVliiOK GO• trl .. oo"o14... o • wUb.la 
llao 1_.-1 .... ..... al\llollp Jl'll'cha•ht -s>araUoaa -
~>• OOIFI'l ... •• tor- .,...,. el\UJ' b)' a Ureo\ ,_.., ; "" 
,......,..u .. or b)' ""lillrot.bv- to tu !ho1te4 

' '"·'•• ~· 
Po laM 
loela114 
o .... alaaA 
t) ..... . 

Chlaa 

.. 1tlala -lr· 
l?o~ ....... 
lele1• (1ac1lulllf hJ.cl .. Ooap) 
lle\la ... l.oll4a ( t.elii41Joc hth ... lu4a 

llaet b4lae) 

( 3) lf thh llat ot -trlee _, be .,...._.., oaa \lie 

Y&rlou parh of \lie :IP1Ueh _,lre, tU •art"' 'P"J't• 
ot U.. hU..lMAe ..,lre, .a4 J1or.r 'M ,,. .. , .. ae 
vltbia U.. lto4-lMM- "• lllft,tllo plll'o!laeliiC W7 
'M ecrh4 ea tor ,...l 

(3) ......,_4 \lie OMller ll'ltlala A.lllae o .. liiC vltllla tlae l all4-
baee - . tlltdt. ae a..-, .. ._., &114 hlcl,.. (uolUliiC 
.. tlael'laMe .. in) laan all roqulelUou t or 4et••• 
artlc11ee _,..,,,.._... '117 \lao ..,1\leb 'Mtore ftbeitUIIC 

\Ilea to tlae 17alt ... "''" Oo••-·" 

!!Sa• 111 -u .. wl\11 w -•••I.JIC .,....uau of ...­
-trlM u ......, ... Jelcl• tllen ll a preU• leoaliiC ,. ae 
ta .._ u.... -•rt•• .....u " an8114e4 ...... u - ....._ u.., 
-. ban a -wa -' et _... ••• oea let\ . 

J9r lu'-, wl\11 .,,.,.., to tile s-tleta • ....,. .. at llo._-
far ar t tor --"aat tllllpe, \lie l'nNarJ Dhllloa of Moutiii'J' 
~.-... ..,.._ • tW _,.. 111a.e ..,..a.telJ' II& aUlloa 4oUare 

la pl&, 10 .ulloa 4olW. u otttolal \al-•· _. • llillloa 
clollora prln\o \al-"· T .. \M ,..u .. u .. tit- tM •t• tltoa 
U.. lllaht81' at .. ,..... 1e u.t tide • t llllnU 'M -• oa 
l --1- .... , . 

Aa a •tt• at p .... tt.l opawatU., I ollnlcl Wa u.. .. 
J>roU- 001114 'M .,...,... o•d 1a lati'I'Uaal laat-" tlleT •­
"-4 la -J-uoa vtU. \M ll'ltla !na 01 Wl>lo?l 1aae w-uoa 
aa to tile ts-lal elAte Of lte alllae. 
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StoNbrT lifelo&•tJia 

Xr. rolq 

lprll •• lM1 

.Lttt.ohtd. 1a a rMJoatt Of \he Oft....U .Lcnmt t. 
ooYIP 4oftii.IO art1olu ..U aftlla\h h tho tN. IJ.a&Ua 
11hloh 1uorporat01 tho eupoatlou .U b7 tho ,.,...li at at 
our N et ing with h1a u4 llal'l7 Bopkiu Cllll Marek U, lNl • 

.Lt that t t.e tho PHd U!It oa14 lie .. 1a no n.r,- t. 
tip the ~qo-t u4 nggeat.a, after tho approprlatlaa 
•uur• .. puH4 b7 coagre .. , tllat w tab vp tho PMratt, 
tlret, wlth the State O.pvt.Mt, oMOII41 with U. Utoi'UJ 
General, ud t ll11'4, with tM D1HOtor of tho BUpt, .a, 
111'D Jeot to Har17 Bopldu' flnt eleaPlq with Doall !oho- &I 
to the att1tW of tlle State O.par'-t• \lepa 41eouoe1CIIIll ill 
' prtl1alll&l7 nr with no. Brltlu. 

1 oall.a Dean .Lobeeoa laot Fr14al Ul4 tol4 h1a that w 
wl'e reaa, to lit ao. With h1a ad co Oftl' t ht ro4n.tt, 'but 
I hnen' t hl&l'Cl ~ t .,_ h1a althougb he proab.a lo gbo 
• ' oall not l ater thall lut J'r'&T• 

I nageet tu.t rou a101rtah at the ... t ina t hU aft u­
DOOII 11botl!U OP 110t !1'1&11117 OP State 11 t o tab the 111'"-t 
up with the Brl uu. 

(lnltlolot.) 1.. K. F •• Jr. 

AttuhMDt 
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Herbert 
on ton: 

B.K. Jr: 

0: 

B.II.Jr: 

0: 

R.K.Jr: 

0: 

H.M.Jr: 

O: 

B.K.Jr: 

O: 

R. I! .Jr : 

0: 

B.II.Jr: 

r ... 
Herbert. 

r ... 

The Prea1dent deo1ded tbat be wanta to let 
the lnfl1eb baTt the ten 250 ft . outtara, 
eo Wil J OU ~~ the neoeeaaJ'7 atepa. 

Yu. I pr .. uae I'll talk t o Onal' Coz and 
won out the deU.U.a of tran a fer but we're 
t o dtl1Ttr thea ae l'ap1dl7 aa poaa1blt 
w1thout further tuea and featbera. 

PArdon' 

I auppoae we're to dtl1Ttr thea ae rap1dl7 
aa poaa1blt and we'll aake the arrangeaenta 
w1tb the Br 1t1ah aa to bow tht7' l l ~. thea 
over. 

Tbat'a what I underatand. And on tbt other 
th1ng, take 1 t up w1 tb the Xal'1 t1ae Cou1u1on. 
I'u got a lot aore atutf. I 'll g1Tt 1t to 
70u 1n the .orn1nc but take 1t up With t he 
Mar1t1ae Coaaiaa1on. !bt7 1 re to turn1ab ua 
w1th the ah1pa; we're t o aan tb .. and 
aa1nta1n weatbar patrol. 

Wall, that'• aena1ble. !bt7 are to get 
1natruot1ona t o that effect , are tbe7t 

Well , we're to t1z 1t up and fi nd out wbat 
ah1pa tbt7 baTt and f1z up a l etter and the 
Prea1dent w111 a1gn 1t. 

Yu. 

But be wanta aoae of tbtat old ooaet-w1ee 
eh1pa. 

'!'be old ooaat-Wiu ah1pa. 

loaeth1ng that tan' c 1111ob good tor aDJth1ng 
alae. 

Regraded Uclassified



(1: 

B.M.Jr: 

a: 
H.M.Jr: 

Cl: 

H.K.Jr: 

Cl: 

H. K.Jr: 

Cl: 

H.K.Jr: 

a: 

- 2-

tee. 

8oae of the older onee like - be aentione4 
tbe War4line, or eoaetb1n& like that. 

Yu. 

Boae of tbe older ebipe, and tbe;y're to 
turn thea o•er to ue and we' re to man thea 
u4 uintain thea. 

Yeah. Theil ltaliane would be YlrJ aui table 
it we bad thea now. 

Well, I'•• got a lot or atutr but I Juat 
wanted to get that on the record tonight. 

0.1. I'•• got it. 

I'•• been o•er t here tor alaoet two boure 
and a half now and I'll do the reat in the 
aorning but I wanted to get tb11 etarted. 
Will ;you pleaee etart it atill tonight? 

You bet I will. 

Thank :you. 

Right. 

Regraded Uclassified



1prH 2, 194.1 

Arthur Purvis had dinner with me tonight. It aeema 
that yesterday he had a two and a half hour luncheon engage­
Jtcnt with Barry Hopkins. He has great difficulty in working 
'!lith Hopkins, and be aaya he does not always know what he 
rully wants. He said that what Hopkins wants now, and what 
he claims the President wants, ia that they send GeneralWavell 
onr here from the llid.dle East. Purvis said that Hopkins 
said that if he comes here, they can have the moon. Bopkina 
not only told Purvis this on Tuesday, but he ~lao told the 
same story later in the day to the new military attache at 
the British· Embaesy. 

I told Purvis that I doubted very much that this is 
what the President wanted, and I waa with him yesterday at 
this meeting of the War Cabinet for two and a half hours, 
and he never even hinted that he wanted this man or that he 
wae interested particularly in the strategy of the lliddle East 
cupaign. I told Purvis what the President mostly was interested 
in was how he could get American flag ships to various European 
por ta without breaking the neutrality laws. 

liT suggestion to Purvis was that he do what we used to 
do with the children when they got tantrUIU; namely, throw a 
lot of pieces of paper in front of them and by the time they 
picked the paper up, they had forgotten the tantrum. I told 
him be should prepare statistics showing bow much tonnage 
ia waiting on the docks at New York and Halifax for shipment. 
I said he should give it in terms of ' so many carloads of ten 
thousand tons shipped, and that this is composed of ao maD1 
airplanes, etc., and that they wanted these cargoes aoved to 
the Kiddle Rut, England, or Singapore . I told him to get these 
figures into the hands of Hopkins aa aeon as possible, and put 
it up to hba strongly aa to how they could move this oar~o ott 
the docks and to the appropriate destination. Purvis aa~d he 
thought this was an awfully good suggestion and he would get on 
i t at once. I told him that after he had given the figures to 
Hopkins, he should give them to me. 

/ 
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205 
The Secretar1 ---· ____ . ....;.. __ _ 

) Coast Guard is getting up 
a aemorandum on the 35 Danish 
shipe girlng further information 
as to power plants and general 
characteristics than is contained 
in this schedule, which I have 
taken from the files . It was 
submitted in connection with 
i~ral Waesche ' s report of 
April 2 on the aeizu.re of the 
ships. I will furnish copies 
of the new tabulation to Cox 
and Young. 

J'roa: 111. IJAI'Zal 
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1'111 Oll ?"MilANI' OF 1'111 U1FT1D STATES COAST GUARD 

~ ef X..MlfMOI a.-a uct l\allaa IIIII' he\ f-ell 1a 

hrte ef til• Uld.ted stet.. 

1. OD re~ ef iat-U. at. c-t Ooard BMdqul'\en late Sat.'llr'dq 

atterDMD1 ~ 29t..la, tNa a ftl1•N• __..., Uld t.M 1\allaa _I.,,. ftaMl 

fiLLtiii'I8CIA at..,, ......... ...ua eu.u.., .. llollac MlletecM ..... -- -.c~-

tl t.b1 It&l1eD MrOilaa .,....a :milO uct PDriD CoUIPiiiiiU, at. ~au.•--., _.. 1a 

a .U.oi'CWm COII41t.1• ~'rl.q riM te tile .-plot. tllat. Mlletoce _. ~ -
llltW, Di.ttrict. C m Men o•:ai'Md _.. d1reotecl te iafteUpte u4 l'llpOl'\ 

~~ ., tile o...U.U. ~ 1\elUa neeell 1a Ule1r .....,_u,.. ....... 'ftd.e 

ooUoa _. t ell ed 10- ft'Okn tllet ...... be plaM4 ., tlleM .,..eela uct \W ftU7 

.non be ...so te Pri'*" ... ~~et.,. 'lll.tMB eat...U, ~ tua ... .......U.. tM 

orew. Tho arden tvt.laar cl1reoted \laat. Dletriet C .....,.. ..... to be prepare4 te 

tab ooet.oq ef ltella .... ..a p~ at. 9100 a.a., 1ft, a.dq, ...... 30'1l, u 
- ....... , &1111 te .a ~ to ret&l.a tile -- 1a -~ fit -- e-n 
01ar<1 atU ~- ..U..riti• o...U NMiw ~ 

2, lJl tile _..a., Aee1etut SeoMtaz7 out .. , Ooaenl. -.reb&U .... 

lodlllnl.o stark &1111 ........ .,.....,.. nlatiw to tlw eit...U. uolit .. ""1,.. 

1a '11• et -.rq ~ reMiftll fit tile clielhW) fit e:d lw N'ftece- .-1 

'I'N8el.l 1a t iM Ph" MelP"''• area &1111 ell n!llen \!lat. t.lot Preeid~M eMIIld be 41 i.M01 

aM Ide appi'OTil. •bt-alned fer tile 1 iliat• Hill1!l"' ef all It.ellaa w lwM -ell 

1a u.itt4 stet. parte, '-'" ll:l.oe &1111 tile eu.l z- - 28 1a all. .lt tile -

tw, tllolftT ~ 1ened ..._.to C ='••• et ~Pal Dletriote to be 

Jll'tPU'ed te lift ••i.etuoe to tile CMet Ooard U M reca-te4• .l\ UaOO p ... , 

llucll 29tb, a 4ebo"t-n\ et ~ _r,_ the .. ..,. Iud, .. York, let\ • • e-n 
OoaN CStv to ....at 1a ~ tvt.Mr 4amcO to tlw tift Ital1eD -w 1a 

t.bl Ptrt ot llw IOI'Ir. 

) , .l'*lleri.• lla'rl.q ~ reMiM _r,_ tile W, A.M1.etee\ Seo:oh" 

Gut.oa ~:tell tile C ""aM to order tile eeill1!l"' ~ all It.eliu .,...w, u4 

~. Wet c ' r• _.. 1.mtfteW at. 9•)S a.-., ......,, *"* 30'11, 

to eDCII\e ol'l1en ~ 11.,. tua to tll1e ettMt. a 1 1r".e noeiM w­
aicllli~~at at tile - .., iiiiJ...W \laat. Misve flf rt lt.eliu ...... le 1a ..u.­
oatol Ual.tt4 Stat. u4 '-'te liN U4 ~ -.tlall.T .. n'!i!:'lle4., It ie 

IDIIIoretooc~ that tiM ~ teek ean et tile 231000 •• pu...,.r r COIIB 

m•w:•••ao, 'm b'''eed ia t.M a..l'-• Ba"fiwc' reoelftld ~ .....,., 
tba C1 r'en ot -- Ble\ea _. ~ 111.eV1ote _.. 4ireete4 to ~ 
tbe o.r.. "NIIel.e PlULIII ft1HIE&I(8 ... AJAICA, at a..to8 aDCl PW' liW. • I 

-~u~, t11e Pl1ILIII "' Ull lwrillc alreeltir ~ reportec~ .. ...,.,,.., 
'rbue - tiM ..q tw a.-a 1e 'lll.tlda tile jwriedietia flf tile 11!d.t..S Stake. 

4. Oil a...q, ..,.. )OUI, ............ - ..... wi\a lMel. ~ 
urt.beriu .. to ta~oe enr .. - .. ~illle tile .,.... et tile a.-a .- It.eliu 
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THE COMMANDANT OF THE UNITID STATES COAST GUAIID 

WARINTOIC 

2 AprU 1941. 

1. bpo~ ot the Mis'IU'O aD4 tz'Mbellt ot D&llbh ...-olwa\ 

.,..,.a ~bi111MCI 1D perta et the Ullit.M stat.ao, aiiCI their crew, 
1o .U oapant.a),r bee&IIIOo the Ou-c-t.u- 8LIO H111 tbocUo ..S...... 

are clittorellt hea t~ rel.atU, to Oel'Mil aiiCI It.albll weMlo, there 

-.. no rtide~~oo ot tile o..S. .. ioll ot oabotap 011 Danioh wooolo prilll' 

t.o, ol' attv, teldA& tiMa izlt.o outod7, Soio\11'0 OA aut.borltT ot the 

Pl'eaidellt .. Ol'dorocl aa a prot.oot.iw ........... 

2, Tho lll'dol' to u•-c~ ot tho 35 Dallieb waoolo-

blued "' the c nhll\ at 6sl0 p .... S'Lidq, llal'ch )Ot.b, attv 0~ 

totioa with .UoJ...tallt 5ocl'wtaJT a..t.D, aD4 toll liiCl bJ a t- IMvo 

illstl'Uot.iOIII t.a all Diotrlot. C I ........ W bo propared t.a Mioo Dud.eb 

wuw 011 oho~ ...Uoo, Tile ooep-tiOG ot the l.zwT aiiCI la'f7 _. t.a 

bo NqUiatW, it zooqvirM, IINaapo reooiftd at Coaat Ooaard Roodq~ 

vp to llidai.lbt., Smdq, dioolaoocl that oo1.Aro ot tho 35 Dud.eb weoolo 

ill coot.iDontal Ullitod St.at.aa ba4 belli--·~ -•••hod. ..,_. 
tol' tbl tov Dallioh ...... 11 1D tile Ph!l•ppt_, 'llliab, it 1o ...,..1'8t.Mcl, 
tile l&'f7 took oare ot 1 t.h- wvo "" Duioh w .. .a out.a14o oollt1aalrt.al 

UnUod statu. Tho Dudah T'l'a1.ll:lJIII ~ JlVII*RI, reprdocl u a poahUA 

ftllol, &1111 ~h111ood at Jaob...ulo, llori4&, _. DOt. ord8rocl oeiood. 

3, Ora AprU lat., Diot.rlot. C ....,... wvo iooQIICl ,..,.1'&1 

illotl'Uot.iollo t.a t .... t the ... ot the Dul1oll -11 .s.~ owrr -
oidontioc aD4 ._.t.oq o-ut.OGt. .S.t.h tiM oatwt7 &Dd aooar'it7 ot the 

wooola a,a1z1wt aahot.a,o. 1 OIPJ ot the" izlatr.ot.iOGa ia -loaodJ a 

•illilal' CIPJ ha'l'izll belli turDiahod tho Dud.eb lliDiwtv 1:11 ... hizllt.aa, 
about. 6aoo p.a., .1prU lat., ~ haw &lao bolll 1aRod that 

the Dallioh _,.. 11111 bo t~ • Dudah ftaaela ha1'iDI Dud.eb ottioera 

&1111 01'111 Ill board, aD4 that -.11811 ... woh .-bora &l'l .. board ... .n.,. 
wUl bot~. 

4. ~md..t h..to 1o a 11wt ot the D.llieh -olo Miood, 

toaet~~u with pmiDODt w-u-. 

~~~ 
a. a. 'I1!SCIII, 

Jtaar 1cllld.ral, u. s. Cout. Ool&r<l, 

/itf' 
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llltD ~ OQ&ft aa.tD 

•·h• ..... 
1 .tJrU. 19'11 

Mtloa '' )t "tn 1a "PW'ie• YlQ SEll! at 
Ptetp ela1pe glaM )7 Mw Qpe•S ...,., 

1. fte Doalelo lliaioMI' rill tutnoot Doalu OoMIIlo 1a -

port, &114 U.roacll \11.- U.o .. -.u ot all Du1elo .... oole, \e eJtHa4 

tall oooperaUoa to looAl Ooeet Chan 0..\alu at \M ...,rt aa4 w Mb 

a Uooro'IICh oiiHk oa \loe n11UU1\7 aa4 ,.,.. .... rWMeo ot- -.Mr 

ot the orw. fte llao\er ot tiM ...... 1 wU1 o10loa1\ 1a wrl\1&1 to 

tu looal Coaot ~ 0.,\ela at \1M Port, u.ro..p \1M Doalu OoMIIl, 

lM -· ot tiM hro ot lido ..,_ .... M oer\1t1M to loe 

tboro"CIIlJ ro11U1o aa4 trutwor\q, 1t \he Jlaal.u OoMIIl 1o 1a 

ocr-••· lt.o rill appron \hloo l1oh aa4 a101oal\ t- \o \he 1.-1 

Coat\ OaaJ'Il Oop\aia ot tlt.a Port. Attor ...., oer\1t1M aa4 .,. .. ot 

llah lt.on 'booa HOohM, tlt.e 1.-1 Ooeet '-1'4 Oopta1a of tlt.a ...,r\ 

vlll llluolt - nalt. 1wooUcaUoa ao 1M ooao14oro aoo••IUJ' aa4 

v1ll oaUafJ lt.laoolt \Mt tloe - oa tlt.e 11ot aro aooopta'blo. 

2. lu...ola •• t1t.e nopoao1'b1l1\r tor tlt.o aatotr ot Duloll 

••nolo b Tootot 1a 0...\ Chan Oaptalao ot t.lt.o Port, \boir llaTo 

n\loorltr to 4oo14o 1t.ow -., -'-" at \1M orw ot - TOOoel w11l 

h pora1Ue4 to ,._1a oa 'loerd. fbe7 lt.aTo •tlt.orltr to HBOTI tro. 

\ho llnbh .,. .. ela at aar \lao aa4 4ol1YOr \e U.o lat.craUoa aathori­

Un a., -'Mr ot \IM - ..., 1a tlt.alr _,...,._, 1o tou4 \e 'M ..t.. 

llraUo. 

}. It 1o \1M pol1o7 at t1t.a 0 w1aat \o ut.U ..,.., ooao14o ... 

Uoa t o tho or ... of Du1alt. Toooalo ...a \o peml\ ao..., -"" ot 

tbo orov to r-1a oa 'toar4 a1 rill DOt Joopari.loo \lt.o aatotr ot t1t.e 

.... et • • 

'PProTott 

/1/ I . I. ••~ 
1 .AprU, 19'11 

0 
0 , 
r 
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OFFICE OF THE ATTORNEY GENEIW. 
Washington, D. c. 

April 2, 1941 

Tho Honorable, 
The Seeretarr of the Treaeury. 

J.!y dear )lr. Secretary: 

This ackn011'ledgea the letter dated JU.rch 31, 
1941, received by me frCIII Assistant Secretary of th.o 
Treasury, Honorable Herbert E. Gaston, stating that 
on Sunday, Jlarch ro, officers and men of the United 
States Coast Guard took possession of all Italian and 
GerQan merchant vessels in American harbors and rmnoved 
the crews therefrom, and that in t he process many acts 
o! obvious wilful destruction of machinery and equip­
ment were diaeovered aboard Italian vessels and aboard 
one of the Gennan vessels. 

The Federal Bureau of Investigation has already 
been directed to make appropriate investigation of t he 
acts of destruction, and such investigation is in progress . 

Sincerelf yours, 

(Sgd) Robert B. Jackson 

Attorney General 

Regraded Uclassified
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lfaroh 31, 1941. 

'ftle Honorable 

The ittornef General. 

Attention: l!r. J.lcGuire 

Dear ltr. ittorney General: 

On Saturday, lfarch 29, a report was received by the 
Trearury Department that sabotage, consisting of the wiltul 
destruction of machinery, had occurred on merchant vessels 
of Italian flag immobilized in imarican ports . The Coast 
Guard was immediately directed to make an investigation and 
reported specific instances of apparentlY wilful damage and 
destruction of machinery on Italian merchant vessels in the 
harbors of Philadelphia and Norfolk. Thereupon orders were 
issued to the Coast Guard to place ai'IJI8d guards upon all 
veaaela of Italian and German reghtry in imerican porta 
under the authority conferred by the iot of June 15, 191~ . 
(50 u.s.c. Sec. 191) and the President's Proclamation 
No. 2412, dated June '.rl , 1940. Subsequently, on Sunday, 
J.:Arch 30, by direction of the Secretary of the Treasury and 
with the consent of the President, officers and men of the 
United States Coast Guard took possessi on of all Italian and 
German merchant vessels in imerican harbors and removed the 
crews therefrom. 

In the process of taking possession of these vessels 
many acts of obvious wilful destruction of machinery and 
equipment were discovered aboard Italian vessels and aboard 
one of the two German vessels taken under Coast Guard control. 

In the belief that you may wish to institute prosecu­
t ions I am having prepared and will submit to you a memoran-

Regraded Uclassified



- 2-

dum exhibiting the names and location of the ahipa on which 
damage n.a dhoonred and a IUIIIII&l7 of the duage done. The 
Commandant of the Coast CNard will be glad to eubmit to the 
appropriate officer of rour Department ! i lea and facta in 
hi e poaaeaai on on thia matter. 

HEG,tmah 

Ve17 tru!T roura, 

(Signed) Ilerbert E. Gaston 

Herbert B. Gaston 
.laaiatant Seoret&ey of the Trea1U17 

Regraded Uclassified



...... -
.,._.,.s s sa 

~: s : ............... ... 
........ 1 ~ a ape -··;: .r a MS' E .. ..... 
... as .:. .. us ;.., en=• 
.. '~ a ... 8 I ar itll .. a ' ' -..... : ;:; ........... ~ .... ~.--

... wl&l .............. .. 
..... u Q's .... .. 5 .,... a "?'W. 

a 's,.... 

(SI&n&d) H. Morrentbau, .lr. 

c srr., .. • a 

... , .. , .. .. ... 
CO to 11r, !hoapoOil 

I 

~PT:bJ~ 

Regraded Uclassified



DEPARTMENT Of' STATE 

WASHINGTOH 

reter to 
March 29, 1941 

Ky dear Mr. Secretary: 

I have reoeived your letter or March 20, 1941, 

r ef erring to your letter to the Preeident dated March 12, 

1941, i n wnioh you recoMmended t hat all foreign countries 

outside the leod-leaee area desiring to purchase military 

suppl i es in this country submit their needs to the 

Secretary or State. 

In this connection, and in accordance wi th your 

understanding that Mr. Philip Young, the Treasury member 

ot t he President's Li aison Commi ttee, bas discussed this 

pr obl em with Mr. Acheson, Assistant Secretary or State, 

i n order that t he transition with respect to both new 
• 

and pending purchases by the forei gn oountries concerned 

may be coneummated with as littl e difficulty as possible, 

you s tat e t hat you have instructed Mr. Young to accept 

no new business rrom such countries beginning March 20. 

The Honorable 

Henry Morgenthau, Jr., 

Secretary or the Treaeury. 

The 
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The Departaent ot 8tate ie prepared to aeeuae 

reaponeibility tor dealing with th11 probl... May I 

request, therefore, that all tiles, reoords, papers, and 

other materials now in the poeeeasion ot your Department 

and concerning the purchase of military supplies by 

foreign countries outside the lend-lease area be trans­

ferred to this Department on or before March 31, 19•1T 

It il my understanding that the countries outside the 

lend-leaae area include all those except Poland, Iceland, 

Greenland, the Netherlands, Greece, China, the Brit1ah 

Empire, and Norway which, according to your information, 

are interpreted as bei ng within the lend-leaee area and 

under the euperviaion o! Mr. Harry Hopkins. 

Your kind otter ot assistance by the members or 

your otrice experienced in foreign purchasing operations 

11 greatly appreciated. 

Sincerely 

0 v 

Regraded Uclassified



COP! 

BPi t hh li'llb&tiT 
• lhlngton1_ D. c. 
2D4 April .l.ll41. 

Dear Secretary Korgenthau, 

I had t o ca.. t o Waahlngton !or a 
dAJ or ao, but under stood that ;you would be 
Ter;y .ach occupied 1n the !lrat da7s after 
;your return ao I retrained !rom asking !or an 
lnterrlew. I should like to han the oppor­
tunl tr o! talldng onr some things with rou, 
at rour convenience, however, and shall be 
glad to come to Washington !or that purpose 
Whenever rou wish. 

I hope that 10u had a real r est 
during 10ur shor t holida;y. 

Yours ainoerel;y, 

(Signed) E. R. Peacock 

The Honourable, 
H81117 llorgenthau, Jr., 

United States Treaaur;y, 
Waahlngton, D. C. 
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OOUtDII!UL 
C!J •m xu ""•> 

llprU a, lMl 

To t !be ....... ,&1'7 

Jl'o8t llr • T 01D1C 

lei llr1Uoh Alrcrat\ lhi-Dh 

.lttaahe4 herevi th h \he latee\ etat-D\ of air­

craft oh1ppe4 to the 'lhl1te4 n-..o• 11114 other po1Dh. 

1'1111 o\ah•Dt gi.Yeo fi.&W•• ohow1ac \he -ber of plDDeo 

wh ich haYe been rece1Ye4 at the a oo.ablt polato 4ur1ac the 

paot weelc. 

Regraded Uclassified



UAN''U 10. a 
AI'RCBA" §Ri pPip %0 p. I . • ODRSM' GOD''P' 

Far Bast 

loliddle Bast 

1Udd1e But 

u. lt. 

u. lt. 

u. lt. 

u. Jt. 

ASSBIOILY 

Sin&apore 
(Yia Panama) 

Alexandria 

Alexandria 

u. Jt. 

u. Jt. 

u. Jt. 

u. JC. 

8 

10 

10 

8 

~ 

2 

., 

3 

3 

Regraded Uclassified



TO 

Subjeotz 

INTD ~ CCNU'.JI II CATION 

Saoret~~ntbau 
Mr. Haa 

The Bus neee Situation. 

8--.rr 

(1) Prel1.m.1nar;r Reeer-re Board eet1matee or induetrial 
production in February proved to be too low,and the FRB 
seasonally-adjusted i ndex ot industrial production rose to 
a new record high at 1~1, aa compared With 1)9 in January. 
Factory employment and payrolls reached record high levela 
in February and ahoved gains ot 12 per oent and 27 per cent, 
r espectively, over rebruar;r 1940. 

(2) Further expansion or consumer buying ia evidenced 
by inoreaaad retail aalaa in rebruar;r. Seaaonally-adJuated 
sales or department atorea, variety etoree and rural trade 
outlets all rose above the previous month. Retail aales ot 
new and uead oars b;r O.naral Hotora dealeJ:ta both roee no 
l ese than 51 per cent above t he oorraaponding aonth ot 1940. 

(3) Oommodit;r prioea have continued to move higher. 
The BLS index of 28 baaio oomaoditiea baa riaen l~ per cant 
sinoe the current rise began in early ra)lruary. Although 
i mport commodities aade t he wideat gains, numerous domestic 
commodit1ea have ehovn notable atr ength recently, particu­
larly in the tate and oil• group. 

(~) Our i ndex ot naw orders in the week ended )(arch 22 
rose to a nev record high. Steel orders r eached a naw high 
tor the year , and new t extile buaineea spurted sharply aa a 
result or large orders t or voolene. 

(5) Steel operati on• last veak vere scheduled at only a 
traction under 100 par oent ot oapaoit;r -- a new reoord high 
on a tonnage baaia. However , the atrikes at the Bethlehea 
Steel Corporation'• plant• probabl;r reduosd aotual output 
Slightly. 

- - - - -
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Illl!aaVial J!l'!hoUaa at ... ~ la h'!!rnaa7 

ID4nb'ial uun ln rallftu>J rea.W Mill•• lnel.8 
tbU of Ule r..t .. al lleaaon BoaN U4 
1n41oata4, aD4 lDdez tor Sha aoaSh re..W 1~1 u 
ooll))f.ftd WiSh (I Ia upper IIOUOII) • 
Although iron She r1.. lD She 
index wa• larpl)' due to tllrSher gaiaa in dul'&bla goode 1n­
duatrie• oloaelJ identified with the detenae progr .. , auoh 
aa uohinel'J' and tranaportation equipaent. 

file extent to whloh tM he&YJ induatr1aa han doalnat..t 
the riae in the ooabined FBB index troa the 1935-39 baaa 
period 11 ehown in the l.ower aeot1on ot Chart l. It w1U be 
noted that the pl'Odllotion ot tranaportatlon aquipaent baa 
ahown the great .. t r1ee, followed b7 non-tarroua aetala, 
uoh1Del'J', and iron an4 ateel. !'he booa i .n a1lit&r7 alroratt 
production and lh1pbuU41ng, topther w1 th 1noreuad 1'&11.1'0&4 
equipaent aotiYity, contributed illportantl)' to the atrong 
showing aade b7 production of tranaportat1on equipaent. Auto­
mobile production, honYer, 1e included 1n thla gl'Oup, and 
oontinu .. ae the doii1Dallt factor. 

The unuauallJ high rate of induatr1al aotiYit)' 1n 
Februar)' 18 aleo eYidenoed b)' the faot that factor)' eaploJ­
ment and pa)'rol.lB during the 11ontb reaohed the hlgheat lenla 
on record. Factory eaplo)'Jient wae 12 per cent higher than 
in Fehruar7 1911<>, while payroll• gained 27 per cent. 

Rlae in ooneuaer buJing 

'!'be heaYJ deii&Dda on 1nduatl'J' arlaing froa She detenae 
prograa haYe been oone1derabl7 augaented in recent aontha b7 
a riling tide of oonauaer b\lJlng. Retail trade, after aUowanoe 
for aeaaonal faotore , aoYed lnto new high gl'Ound in Febl'Ual')'. 
Reference to Chart 2 wll.l ehow that 1n that aonSh eeuonallJ­
adJuated aalea of departaent etorea, Y&r18tJ ltorea and :rural 
trade ouneta all roae aboYe the preYioua aonth, and ezoeeded 
rear-earlier l.e•ele eubetant1allr. 

Further eYidenoe of expanded oonaumer buJ1Dg haa ooae 
to light 1n t1gure 1 of autoaoh1le aal81. Cont1dent1al 
data on retail aalae of General. Motoro new oara in rebl'Ual')', 
tor exampl.e4oahow a r1•• of no l.aea than 51. per oent aboYe 
Febru&rJ 1.9 , to the hlghaet aonthl)' total a1noe April 
1937. '!'be 81gnH1oanoe of thla ahow1n& ie enhanced when 
oonaiderat1on 1a g1Yen to the faot that aalea of 1.9~1. 
model oar• got off to a ••1'1 aood atar1i l.ut fall aD4 
haYe been ftl.l aa1nta1Ded 111101 thea. (Bee Chart-'.) 
BiaUar data ehow that aaed oar a&l81 b7 Geul'iltora 
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4ea.l•r• 1JI rea .., ~ JIIIM Wltla - .., Mleo, llloW1q 
an aaoat 14UUM1 .,._ .... pta ...,. :r- III'U• lrnla. 

AltiiDugh a_.ar atoebl ot Oea-.1 .. , ... , blrfe t.e811 
INJ.l t up atea4117 fro- the low pol.Jit at the ell4 ot laat 
Auguet, atoolta roll&ln rolaUYal:r low 1D Como ot tile Yoluu 
of retail aalea. !hue the ratio ot atooka to ealoe at the 
end of Februar:r wae noUoeabl:r below that prna1ling at the 
end of Februar:r 194o, and Y81'7 oona1derabl:r below the oo._ 
parable f1guree t or Februar;r 1939 and 1934. (Boo Chart 4, 
upper section.) LUtevlee, duo to unueuall:r heaYJ iilee of 
unA care 1n Pobruar:r, the ratlo of uaed oar atoolr.e to aalea 
at the end of the aonth vae the loweet 11nce the end of laet 
Auguet. (8ee Chart 4, lover aeotion.) 

Despite the short month and adYerae eeaaonal conditione, 
u.oed car sale• b:r General Kotora dealera in Febl'U817 ran 
ahead of t he b .. t aonthe ot 194o and the 19)6-)7 upev1ng. 
'1'h11 strong ehov1ng lende a44e4 IUpport to t he Y1ev that the 
real at1aulue to the upsurge in auto110bile eal01 hee coae 
troa 1noreaae4 conauaer 1ncoaee, alti!Dugh teare of price in­
ore•••• and production curta1laent probabl7 haYe had aoae 
oont r ibutor:r effect. 

llubatant1al r1ee in oo..od1t:r priou 

The renewed riee in coaaod1t7 price• whloh sot under 
va:r during the earl.7 part of Pebruar:r hae attained "'betan-
tia.l proport1one. 8inoe that t1ae the BUI index of 2S baa1o 
co• od1t1ee hae r1een 14 per oent. Duo largol:r to 1Doreaeee 
i n ocean freight ratea and the tight ocean ah1pp1ng eituation, 
!aport ooaaod1t1u during the period aentloned roee 19 per ceot, 
vblle doaeetic ooaaod1tiee gained 10 per oent. (See Chart 5.) 
Although in the initial atagu of the rue, gain• vera 1arge1:r 
confined to aport o()llla()d1t1ee, the upward aoY .. ant aubeequantl:r 
broadened to include doaeetic co .. od1tiea, aoaa of vh1oh haYa 
reoentl:r &hown notable strength. (Refer to Chart 5.) 

!he BLII all-o-41 t:r ill4ex, ae unal, hae lqsed beh1114 
the prioe 1Ddex of baaio -od1t1u, but reoentl:r it hea 
begun to rile aore noUoeablJ' . In the vuk ended X&roh 22 1\ 
advanced 0.7 to 81.6, the h1ghut point 1D aore than 3 :reara. 

The riee in ooaaod1t:r priooa baa been aoooapanied b:r 
a gain in the yoluaa of trading, ngeating the poaaib111t:r 
of 1noraaaed public .peoulation tor tbe r1ae. !hue, the 
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4&117 anNP n=ber et htvel ......... u ,., 
11a1 r1 .. • to tile Ill .... , lenl I1MI JMt 1fU, 11M 
b.lanl ia till fiiWI'H ...ate te11nSu tM hnaa 1a'lru:a.a 
of * Low Ooavl .. , puU~ 1ll ilu pala ..Ute, 
lr!'CNPt a lleaYJ' YllaM If Vrf'al IIUYU;r. 

Pate u4 pa1u ••e !Up!r 

.U~Ih aport oo..UUel aa a ll'O'RP llllo .. d Ute 
grea~ut rile la tile paet t.v .. eu, ooaetderable etreastll 
••• abown b7 a a .. ber of d-euo •-41u .. , inolu4111g oot­
~onued o11, lard and other fate, a• Will a• wlleat and ool'll. 
Aaong other faotore ten41al to etrengthen prloee tor th••• 
and oertain other 4olllet1o f&l'll produote are: (1) eDhanoe4 
export proepeote srowlDC out of till paaeaae of 1.he lend-laue 
bill, and ( 2) pen41111 lel11lat1on in tile Ieneta and HCRlee 
wh1ob would eubetaDUell7 ~·• tile OoYII'IWent loan lnel.e oa 
1uob tara product• aa wheat, ootton, tobaooo and corn. 

llu:l~m~~ pr1oee &114 pz=tori Uee eltabl11h14 for oerta1n Mtall 

!be t11ht euppl 7 11tuat1on for -ro•• etrahpo •tal• 
••• again brought to public attention at the bel1nn.1ng of laat 
week, when the ~rlea Stah~l&atlon DiT1e1on of tile lat1onel 
Dttenlt Oommiaalon t1:nd • .., •• pr1oee for 10rap elu.tn .. 
and aeoondarr e1WI1nua 1nsote. 'l'hl• net IPiFFUa prloaa han 
been eet on dno eorap &114 eeoondar7 elab &lno. It bae been 
1nd1oahd that Biallar •aev•• wUl be taken ehortl7 ln oon­
neot1on w1th eteel eorep. 

At the end of laat nak, tile OPII put lato efflot a pll­
eral pr1or1t1ee 171tea tor ferro-tuageten , tuageten 11ta1 pow­
der, and tungeten ooapoude. 

lew or4ere at reoord hlp 
Due to a eharp r111 111 new order• for ttlrt1le• aa4 a 

further gain 1n eteel boolt1Aa• to a new hlp tor tile 7ear, 
our index of new or4ere tor be nell: ended llaroll 22 reaolled a 
nn reoord high. (See ~ z.) ne ga11l 1a tezUle or4ere 
n• due larpl7 to a JUiPlil order~ for .volen te:r:tu... How­
eTer, asgresata new order• tor prodacte otller lban eteel aD1 
textuu decluld, attar illlowllll a po4 p.1a 111 tile preT.10111 
net. 
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ProdlloUon ftbl_. ooatroat HHl 1a4Ut!7 

No abateaent baa oocnarrecl 1D ttl& hea'17 flow ot nav orct.ra 
to ateel 111111•. In faot, latut reportecl vaat11 booking• of 
the u. e. Steel Corporation roee to a new hlgb for the 7ear 
at 182 per oent of oapao1t7. !he Inland Steel Ooapaa7 of 
Oh1oago has reoeiYed euoh a hea'17 Yolume of order• for die-
tant del1veries that it has eent out a letter to ite oustoaere 
at at1ng that no ordere for 1942 deliYI~ ¥111 be aooepted un-
t11 l)ooke are opened for ttl& firet quarter ot that 7ear. Ex­
ceptions vill be aade onl7 tor def1D1te detenae prograa oontr aote. 

A further inoreaee in the ehlpbu1ld1ng progr .. 1a expeotecl, 
and in thle connection the Iron Age pointe out that eoae ot 
the oont inuoue sheet-etri p a i lla Da7 be uaed for roll1ng 
larger tonnagee ot platea tor aerohant ah1pbu1ld1ng. Thle 
would neoesa1tate further dela71 in sheet and etrip 111111 sched­
ules, which are alread7 greatl7 extended. 

Evidence of actual or threatenecl lack of adequate auppl1ee 
ot Yarious aater1ale required b7 the steel 1nduetr7 cont1nuee 
to ooae to llgbt. 'fhe eoaroi t7 ot Yarioua non-ferrous aetale 
11 giving trouble 1n oonneot1on vith the production of allo7 
steels and et eel ooat1ng. Salee of galyan1zed lheeta , tor 
example , are reported to be reatr1oted due to the ehortage of 
tine. A tight aituat1on in the aupplJ of merchant pig iron 
ia reported to be deYelop1ng in the P1ttsburgh and adjoining 
areas. At t he eame tiae , ooaplainte continue to be heard that 
steel scr ap auppliee are not coDing out aa taat aa dee1rad. 

Although ateel tonnage originall7 eoheduled tor produc­
tion during the paet week reaohecl a new record hlgb aD4 caae 
lnthin a traot1on ot 100 per oent ot oapaoitJ, etrikea at the 
Bethlehem Steel Corporation' s Bethlehem and Johnstown plante 
probablr caused the week'e output tor the i ndustry ae a whole 
to decline sligbtl7. Hovaver , the etri kea at both plants were 
settled br t he end ot the vaek, and steel operations duri ng 
the current week are achedulecl at 99.2 par cent ot capaoit7. 
llegot1ationa are etill goi ng on between the Oarneg1e-Illlno1a 
Steel CompanJ and the Steel Yorkere Organizing Co.-lttee 
ralatiYe to a new wage agreeaent. Inaaauch ae etael pricee 
have not ret been announced tor the second quarter, aoae 
trade commentator• attr1bute t he dela7 in t he price announce­
ment to uncerta1nt1ee oYer wage negotiatione. 
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Oeiae and lo•••• 1a ~ Yarlo•• eo.poaaata of ~ ... 
York u•• 1adez of bll81aen a oU Y11:J 4111'1DC ~ week ell4 .. 
llaroh 22 nn ennlJ 41Y1do4, an4 u a reault 1ol\e ooablaed 
index -• UDobaDged fro• tho pl'OY1oue nelt at 122.1. 

!he pr1no1pal gaiu oo01ll'2'04 in tile a4Jueto4 1D4e:na of 
•all o1ober• freight ouloadiqe and ootton ll1ll aot1rtt7, 4ae 
to aontn-aeaaonu ga1Da in freight tratt1o an4 ootton teztile 
produation. !he oh1et ott .. tt1Dg faotora were a oontra­
eeaeonal decline in aieoellaneoua freight ouloadinge and a 
eharp drop in the adJuated i ndex of autoaobile production due 
to a oantra- aeuon!U deol1De in output . 

Barron'• 1Ddex of bua1neas aotiYitJ tor the week ended 
llaroh 22 aade a alightlJ better ahowln& thea the 1'11lee index 
and rose to 1}1. 5 troa 1}1. 1 in the pl'OY1oue week. 

Preliainarr data tor tile week endo4 Karoh 29 1ndioato4 a 
alight oontra-•eaeonal aa1n 1n eobeduled eteel operation•, 
but labor troublee probabl7 oaueed eoM deoline in aotual 
lteel output. .&ntoaobile production dur1ng tile , ... pe1'1od 
gained a trifle to 124, 000 unite , but tile gain wa• l eae than 
aoasonal, oaueing tile adJueted 1ndex to drop 4 pointe . 

• 
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' 
Vor,lt ProJeota Ada11l1eti'&UOD MPlo,...Dt 4HUU4 28 000 

pereone to 1 , 7)6,000 4V1J18 the "" ell4e4 llal'oh 19, 19'1. 

At taolllenU 
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-·· I ....... , •• et ~ 

Veelt onu .. 
1~-1 
Auplt I 
Aup.C -AupiC 21 
•usu•t 28 

September 4 
September 11 
September lS 
September 25 

October 2 
October 9 
Ootober 16 
October 23 
October 30 

Nonaber 6 
Nonmber 13 
NoYember 20 
NoYimber 27 

Deoember 4 
December 11 
December 18 
December 25 

Januar7 1 
Januar)' 8 
J &nUAr)' 15 
Januar7 22 
Januart 29 

Februar7 5 
Februar7 12 
Februart 1~ 
Februar7 26 

llaroh ~ 
llarch 2 
March 19 

- •• t'r 

.......t ....... 
(ID Ulouaalo) 

1,709 
1,~ 1, 
1,691 

1,690 
1,687 
1,6SJ 
1,7 

1,747 
1,762 
1,768 
1,776 
1,779 

1,783 
1,7~ 
1,80 
1,820 

1,832 
1,855 
1,872 
1,878 

1,880 
1,887 
1,89) 
1,896 
1,895 

1,892 
1,893 
1,885 
1,867 

1,806 
1,7~ 
1,736 

Source: Vorlt ProJects Adain1etrat1on 

I 
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19)8 
JulJ 
.t.ugult 
8epteaber 
ootober 
November 
Deoember 

1939 
Januar7 
Februar7 
Karoh 
April 
~ 
June 
JulJ 
.t.uguet 
eepteaber 
October 
November 
Deoember 

1940 
January 
Februnrr 
Maroh 
April 
Ka7 
June 
Jul)' 
August 
eepteaber 
Ootober 
Noveaber 
Deoeaber 

1941 
Januar7 
FebruarJ 

245 

Jlllll'ber of Vorur• 
(ID \llouu41) 

3,053 
~,171 

3:m 
3,287 
3,0911-

2,9g6 
3,043 
2,980 
2,751 
2,60o 
2,551 
2, 200 
1,1142 
1,790 
1,902 
2,024 
2,152 

2,266 
2,3~ 
2,2gg 
2,092 
1,926 
1,665 
1,701 
1,691 
1,704 
1,779 
1 ,g20 
1,g7! 

1,S95 
1,!67 

8ouroe: Work ProJeota Adm1n1etrat1on 

Konthl1 figures are week17 f1gurea for the 1ateet week of 

the month. 
t he7 1nolude oert1f1ed and nonoert1f1ed workere. 

I 

I 
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' . 
TWEAIIURY DIEPAR I M&NT 

INTD OI'PIC:. ==•••• ••an 

CONFIDENTIAL 

llocloteH4 otorlillc t~ra~~...,uoao ot Uao roporU• 1lulta ..... ao tollona 

lol4 \o oo..erctal ooaoeraa ••••••• •••• •• -£71,000 
hNII&oot troa o aoial oo-raa ... . .. .Ll},OOO 

fila~ ll.ooono llaU ot • .., York oolt a5,000 !.a roc:lot .. t otorl1Jic ta 
ll>o .1.81riCU llp'ooo Ooolpoq, 

O}M11 arloot otorU• aa apia -tot at 11.0}-l/2. 'lraaoaotloao ot \lao 
rqorU111 .U. ..... •• tollont 

lo14 •o ~rclal ......... .. , ,, •..•• .L 6.000 
r.roba .. 4 fYae a o1al ooMerae, • •• , • ..L 1,000 

!he N&Otloa la tiM Oe•41•a dollar ftto tllat "-" lato ;rooter- otto1'1100ll 
l·"''~~~o4 thlo IIOralJic, hoa aa laltial ~taUoa ot 121-1/2'(. tlooout, U _, t o 

'by aooatl..ao, It •hooquaUJ r-ont, llo ...... r, u4 \lao oloot..ac -taUoa 
•• ocalllot 1~3/~ ;rootortaJ, 

!bo Ov.haa pooo, ohlab IIlio IIO't'l4 ott darillc the }lao\ toe ~· trca the ovr­
blclt ot 3-5/lfl/o tlooout tDIIOhe4 oa Marab 21, 4eollao4 obuplJ to~. !be olooillc 
41ocout •• ':1-1/tsf., ao •-•4 with :rootortaJ'• tbal ftto ot '1+-1/Sf., 

ID ._ York, Ull oloaiac fttoo tor \lao torolca owa-loo Uoto4 'Nloe •n 
&o toU.•oa 

lhd.oo traao <-rolal) 
lwti. UoM 
ll.olu..-rk 
Lin 
41-paUae pooo (tno) 
..._lllaa ailrole (tno) 
lle:d_,. .. 

!boro OIPO 110 colt ~Uoaa --tot 11)' 'U eUh forolca OCIIUltrloo 

Jo Me colt "PC I h ..... nportot. 
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-2-

...... bt--' \loa& \bit ~ pl4 ,.. ... ,_ ...... 29 .. -.alftled .. 
IJ5 }1 ...,..-u .. a pia fd 1" - \bit ...,-.uoa ot *r* 22. 111.,. aa .i..i. .. t to 1111,8)1 oa llloroll 29, wp 1/~. 

1a toll4oa, U.. .,., U14 , __ .. eilYIOI' prlooo ,.._..... a\ ZJ-l/24 u4 ~J/lill. 
, .,.;ocun1J. !I'M 11. 1. of111Y&loah weN ~.671 u4 112.56;. 

l!AIId¥ u4 ~~u-"' 1 11hlllll10t pJ'loo tor tore ten olblll' •1 "Mh""P4 at 
}ll,.}(lll. \'Ill !l'r..,IQrJ, 1 pwoball pJ'lco tor toro1c10 1llYIOI' •1 aloo 'c1.110baacl4 at 

}5f· 
We ~ oDe pvoba11 ot 1llnr &&OIUitlDC to :i!OO, OOO OIIDCII IUilllr U.. tiber 

l'atclla" ~t. 1'1111 oo1011ote4 ot MW pro<luotlo" troa tor•lciO OOIUitl'loo, tor tor.r4 
ullftrJ. 

fbi repor t of llaroh 26 r ecoln4 troa the J'e41ra1 llo .. n . llaalt of Wow Tori< 
c!•llc torelp •liiCbalcl po1ltlo101 ot 'blab aa4 'bulrltro lo He 4htrlct, NY.U4 t bat 
u.o total pooUloa ot all o""""trll1 •1 ohort the equlftl ... t of $7, 119,000, aa 
1ocr11ee ot $41,000 lo t he ohort po1iUo"' .. , ob&DCII wor e &I follow11 

Short Poeltloa lbort Poo1U o10 Cb&DCI 110 
MaNit 12 llaroll26 Short PoolU oa• 

• 4611,000 • ~1,600 + 1107,000 
) , )I!J, OOO ,, 5.000 + 82.000 

2113,000 (Loac) 311,000 (LoDC) - 35.000 
.borloa 26o,ooo 319,000 + ~·000 

lop&• l,SI!J,OOO 1, 819,000 6 ,000 
Other Aolo 1,)39,000 1, Jlto,ooo + 1,000 
All othoro 32.000 u,ooo (Loac) - !221000 

Total .7.078,000 .7. 119,000 + $ 111, 000 

' Ploo lip (+) la4loatll loore&ll lo oh<lrt pooiUoD, or 4eore&ll 110 IoDC poo1Uoa, 
lllznl.o oleo ( - ) l...Uoate1 6tor•11 h abort poalttoa, or loor••• lo 1oDC pooltloa, 

" Ccab1ao4 potltloa 1a recht oro4 aa4 opiD _.kit 1terl1DC. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

1~.01'1'1CE COMMU N ICATION 

DATlt .&.pi'U 2, 1941 

TO 

,oo .. Mr. Cocbr&ll 

STn i:~ L Y CONF IDE NTIAL 
Oftlcla1 t al .. ot Bl'l\hb.-owne4 4o11er aeciiJ'lU .. 1111411' t he TaoU JI& order 

etttcH .. hbru&J'7 19, 19llo1 

llo. ot Shere• $ Proceeb ot lloa laal Talu $ Proceeb of 
Sold &b&H o lold ot BoD4o Sol4 Bonb SoU 

ll&reh 24 9,867 299,184 8},000 47,907 
25 73,165 1,~,4o1 513,000 530.517 
26 47,679 1, ,826 JS,OOO 2l,}lla 
27 277.~ 6,507,6611 5 ,000 5.500 
2S 24, 1,205,120 77,000 68,117 
29 1,Z6o 11,011 16,000 1]1IIS] 

4}4, 3}1 11,411,216 732,000 686,1!72 
Girt to 'l'reaour7 !1 ao 

434.368 11,411,296 
Saln fro• 
2/22/110 t o 
J/22 /1!1 6 ,6u,s4o-l£2 211,]11,6~4 2~ ,212,6~ 2~, 216,lioo 
row. 2/22/4o 
1'0 J/29{41 7,046,208-1/2 222,728,950 26, 7o4,650 25.963,272 

Mloo Poate l'tpor\e4 oaleo of noD-TOote4 eecur1t1eo tor the week en41mc 
ll&rch 22 tota1e4 n,ooo,ooo. 

/~ 
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TREASURY DEPARTMENT 

INT'Elt O I"P''CC COMMUNICATION 

DATK Ap!"ll 2 , 1911-1 

TO 

SubJect: 

Beoret~ry or genthau 

Mr. Ha 

United tee Government Securities; Harket 
AdJustments to tho Issuance of Taxable ~rea8ury 
Beouri t ies. 

Stoo!ARY 

(1 ) Priou ot long- tera Treasury bonde roee almost tvo 
pointe during the first hr~t ot March, but a 
eubeequent decline reduced the ne t gain t or the 
month to about one point. Net changes in the prices 
ot intermediate Treasury bonds were considerably 
8lll8ller than those of long bonde, and the prices 
ot Treasury notes shoved almost no net change 
!rom February 2S (Chart I), The aver age yield of 
long-term Treasury bonds, moving inversely to 
prices, has decreased by seven basis pointe on 
balance since the end of February (Chart II) . 

(2) The m~rket has not yet settled upon the proper tax 
allowance to be applied to the new taxable Treasury 
aecuri ties. Although one would expect the tax 
allowance to decrease with lengthening maturities, 
actual observati ons of the yields of the five out­
standing taxable iseuee show no ayatematic variation 
ot t he ~lowance i n relation to maturity. The 
spreads between the yields of the two outetand1r~ 
taxable bonde and of comparable partially tax-­
exempt bonds have undergone considerable variation 
since the first trading in t he taxnble securities 
(Charta III and IV), · 

(3) Hi gh-grade corporate bonds advanced in price during 
the firot half ot March, but have lost aorue of 
those gai ns since March 15 (Oharj II), ~unicipala 
gained tor the month as a whole iOnart V) . The 
weaker tendency in oorporates, particularly tor 
maturities i n the fifties , may reflect in part the 
competiti ve et!eot of the issuance ot taxable 
Governments and i n part an adJustment of the market 
to the yields of the new 2-1/2 percent taxable bond, 
and of the new aeries F and aeries G savings bonds , 
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Ani'ili• prioe Obi!!l! 

(lleo1.aall are th1rt7-leGOnde) 

1to3run 
3to5r-n 

!9!1. 

' - 15 ,.u'l to .u 15 ,.... u4 ...... to oa1l. 

.00 

.oo 

+ .1~ 
+1.1!8 

.00 
-.~ 

-.QII. 
-.26 

!M .,._.... p.U of lolll'"tel'll 'tl'eaiUJT boll4a, MYilll 
lDni'MlJ '- piolee.:A bal a.oreaae4 on baluoe bJ ....... baell 
polata lliiH \be of re'bl'ual'7· !bla oball&•, allo, 
oo.pr1111 wo _. ..... - a aet 71•14 4eoreaae of al.,.n 
balle JIOlDU te Jluoela._!L;'"' aa s.nu.a10 of fODP boala polllta 
f'- ...... J.5 tit ,.. ta olOII (!lh.r'1 ll)o 

II. 'rf!:lf!!1!!1og 

1M _.., llu aot :rat aaUle4 upoa tba propu tax 
allow PM te ._ IIPU.e4 to the .., taxable hiiiiOI of 'tl'eaiiUT 
--.1" .. • IIIla 11..,. ert4ant ll:r the toUowllll table, '11111ala 
a INNI * rtll.Aa of outet&D41DI taxable DOt .. aa4 boiiAa with 
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Stcretal')' Morsentbau - 3 

Y1el4 ot 1 Tax .Ulowance 
Yhld Corrupond1ng ; (Aa Pncent ot 

. ot Tax.-ExnJ)t ·Coupon) Compared 
: Taxable ; Securt tJ ; With Tu..Exaapt 
· Seour1 ty • · Beour1 ty 
t :Wholly: Pnrtiall7: Wholl7: Partially 
: :1xgp1;: '*t•'IQt :r.xnpt; Et•ept 

IAaue 

(Percent) 

!!ill.! 
3~ percent 3/15/~ ·30 . 06 . 111 it~~ 16~ 
3/~ percent 9/15/ . Ill . 4a . 61 27 
3~ percent 12/15/45 .119 . 6 . 112 33 9 
Bonde 

2 per cent j/15/411-50 1. 111 1.41 20 
2+ percent /15/52-54 2.25 l . 77 19 

I t w1ll be obeerred that the impl1ed tax allowanoee nry 
irregularly trom one iesu e to another. Thoee ot the notee are 
particularly d1ttioult to interpret aa the price ot practioally 
everr aeourit7 involved 1n the ooarpar1aona ia heavilJ attected 
b7 some apeoial taotor other than ~exeaption . The rielda 
ot the tc:ubla notu ot Septeaber 15, 1944 and December 15, 1945, 
tor example, - particularly t he latter - are kept down beoauea 
the7 are eelli ng at a discount; while the ;rialda ot the oorr .. 
IPOnd1ng part1al17 ~exempt eeouri tie a are iept up by their 

• •'hen there 11 no wholly or partially tax.-axaapt aecurit7 ot 
exaot17 corrupond1ng date with the ta:uble ieeue, an 
eetimate baa been obtained b7 interpolating between the 
Yielda ot the adJacent iaeuee. There are, ot course , no 
wholly tax- exemp t securities ot over 5 years aaturitJ. 
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large preaiuae. 'l'he oa.p&t.cl tas all-noee, \beretore, 
11 compared w1 th pan1all7 t~u.-pt ••o'llr1 Uee, are 
probablJ lower tban thaee aotua117 beins aeeua.a 'b7 tba 
aarket. 'l'bt allowano .. ae OOIIJ)Ared Y1 th the wboll;r ttz.. 
811apt etouritiee, on the other band, are probabl:r ooneidt~ 
ablY at'teoted b;r the high ra tee ot tht ind1Ti4ual eurta% and 
10 are o:t relatively little u .. u oluea to the appropriate 
rates on the longer bonds where the ooaparisone auat be aadt 
wi th pnrtiall;r t ax.-ex011pt .. ouritin. 

The situation with re~eot t o the taxable bonda ie a 
little ltll oontuei ng but eoaroely more encouraging, Here 
the outetll.nd1ng point h t hat the ntw iuue (the 2.-1/2 '• 
of 1952.-54) hu eo tar d1aappointed the hope t hat the tax 
allowance would be eharpl7 lower on longer iuuee. Tb1e bope 
- baaed on t he auch larger proportion ot bolder• ot tba 
l onger bonda who are not eubject to t he corporation tax --
£&1 yet be realized, but, i n the meantiae, the pricing ot a 
taxable 2- 3/4 percent bond etill preeenta ujor d1tt'1cult1ee, 

The varioue iapl1ed tax allowanoea are atill in a 
highlJ eynaa1c etate. The spread between the taxable 2 1 e of 
March 19~50 and the part1all:r tgx,..ex•pt 2.-3/4 ' • ot March 
19~g_51 inoreased trom 32 baeie pointt at the beginning of 
March to 48 baeia points at the time o:t the ot'ter1ng ot tht 
second taxable bond on March 19, Since then 1t baa decreaaed 
to 4o bade pointe (Chart I II) . The max.imWD ~read-- 59 
baeie pointe -- betvtan the yield of the nov taxable 2.-l/21e 
ot Maroh 1952.-54 and t hat o:t the nearest partially tax-axeapt 
maturity, the 2-l/4 1 a ot Deoeaber 1951- 53, ooourred on the 
dar when the new iesue waa tirat quoted on a 1 vhan-iel'lle41 

baah , Tb1e epr.ad has e1noe dtoreaeed to 47 bash po1ntl 
at the oloae :reaterda;r (Chart IV) . 

III, 81gb-Grade Corporate and 
RWiioi@ Bonde 

Hig~grade corporate bonde roll in price d\lring the 
tir at halt ot Karch, but declined during tht eecond half of 
the month. At the end ot the month the:r atood about half 
war between their low at the beginning and their b1gb 1n 
the middle of March (Chart II) . )(U.n1o1pal bonds ro88 abarplJ 
duri ng the t 1rat two weike ot Maroh and made a alight 
&dd1tion~l net gain during t he eecond halt ot the month 
(Chart V), 
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Staretal')' Korgentbau - 5 

The weaker tendency of oorporatea, p&rtioulnrly tor 
aaturitiea in the t1tt1ee, during the latter portion ot 
)(arCh probably reneote i n part the growing oompeti tion 
ot tt.Xllble Treasury bonda 1n the aarltet tor h1gb..-grede 
18ourities among thoee 1nYeetore to vboa the ~ex.-pt1on 
J)ridlege is of no eepeo1al value, and in p:trt an adJuat.ent 
at interest ratee to oonton11 to the )"ielde on the nev 2- 1/2 
percent bond and on the new eeriee F and ~tries G eaY1nge 
bOnds. The extent ot th1e adjustment is 1nd1oated by the 
table below wh1ob above the prioea and yielde on March 15, 
before the announcement ot the terms of t he laet oasb 
attor1ng, or of the new aeries ot 9av1nge bonde, and on 
April 1, of t1Ye* ee1eotad high.-grade corporate bonda 
maturing between 19~9 and 195}· It will be eeen that the 
yhlda or all five bond• have inoreaaed, the average 
1ncreaee tor the group being about 20 baeia points. 

Pr1oea Yield a 
Ieaue . . . . 

: J!u'oh 15: Apr1ll :Change:Maroh 15: April 1 :Change 

(Percent) 
ted Statee Steel 
2. 10 1 ~ ~l-~9 102 10Q-1/~ - 1-3/~ 1.85 2. 07 + , 22 

Staton Steel 
1.86 + · 3~ I 11- 1-50 103 100 - 3 2, 20 

101- 1/2 1oo-1/2 - 1 2, 08 2.19 + . 11 

and llyera 
8-1- 51 126-5/8 12~1/2 - 2- 1/t! 2.13 2,32 + .19 

011 of N. J . 10~7/8 104 
' a 7-1-53 

7/t! 2. 29 2.37 + .pe 

• Tbue are t1Ye of tba a1x bonda cited 1n our aeaorandum of 
:~arch 17, 19~1, .. -rltten 1n connection with the 1ut t1nanoing 
opere. t1o::t. Tba reaa1n1ng bond there cited hal not traded on 
the l!oard elnoe that tlae. 
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TRIIASUIIIY ~AIIITMI:NT 

INI~ CCli.IUNICATION 

DAft Lf-- 2.- 'f I 

Seoretarr'I!Tnthau 

Mr. Baa ,. 
~ 

fO 

SubJect: working Capital an4 Buaineee Volu.e. 

In aooordanoe with JOUI' requoet tor a 1tu4J ot the 
relation1blp bet .. en working capital and bueinee1 volume 
the tollowing hae been prepared! • 

I. Annua1 rlguree troa Btatietice ot Incoae 

The attached ohal't comparee the working capital 
and grcee receipt• ot all corporation• eubmlttlng 
balance lheete to the Bureau ot Internal Revenue tor 
the yeare 1928-19)9 inoluaive. Qroea reoeiptl tor 
eaoh year han been ooapared with working o•pital at 
the belt1nnlng ot the yee,r (i.e., the oloee ot the 
preoedl.ng yee,r). Qrou reoeipte tor 19)9 have been 
eatimated upon the baeie ot the move~nt ot national 
income between 19)8 and 19)9· 

It will be eeen that t here il very little to 
lndloate that .c)'t'eaenta in the a.mount ot working 
capital precede ohangee in grou receipts. .t.a a 
utter ot taot the ohal't would 1eea to eugg .. t the 
oppoei te, tor the turning pointe in t he ourn ot 
groee reoeipte during the period under ooneideration 
generall7 ooour one or two 7ee,re betore t he oorre­
apondlng turning pointe in working capital. It will 
alec be eeen that the buaine1e reoeeaion ot 1937- 33 
wae retleoted in a lhe,rp daoreaee ot gro1e reoe1pta, 
but that world.ng oap1tal onl7 1laokened 1t1 rate ot 
lnorea••· 

It 11 &lao interesting that the pr1noipal 
taotor a.tfeot1ns the ratio ot working oapi tal to 
grou reoe1ptl (ehown at the bottom ot the ohal't) 
11 groae reoeipte rather than working capital. 
llonaente ot grou reoelptl han oo't'll'ed a range 
twice a1 great ae that ot working capital. In oonle­
quenoe , working oap1 tal hal ranged troa about ~ per­
cent ot groea reoeipte to about 70 percent ot groe1 

reoe1pte. 

v 
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SecNitarY llorgenthau - 2 

II . 

In an article published in the Annalist in January 193~ 
wr. Alexander Sacha maintained the thesis that the business 
recession or 1937 was due primarily to impairment ot working 
capi tal brought about by the undistributed profita tax. He 
cited figures to show that the ourrent liabilities or 16 
corporations in the durable goode field increased by about 
60 percent trom June 30, 1936 t o June 30 1937 while their 
current assets increased by only about }0 percent, With the 
resul t that their combined r a tio ot current assets to 
current l iabilities tell rroo about 4-1/2 to l to about }-1/2 
to 1. 

It should be no t ed, in analyzing Wr. Sacha' study, 
!hat it pertains to only 16 corporations. These corpora­
ti ona actual l y enjoyed a substantial increase ln net work­
i ng capital during the peri od covered, on the beals or Wr. 
Sacha ' own figures. It was only thei r ratio or current 
assets to cur r ant liabilities which tel~ such a tall 
'l:oul d be expected during a period ot rising business 
act ivity suoh a e that trom June 1936 to June 1937• It ap­
peare 1 therefore , that there ie very little basis tor wr. 
Sacha allegation that the 1937 recession was caused by a 
shor tage ot working capital brought about by the undistrib­
ut ed profits tax, or otherwise . 

III . Time's Index of Business Conditions Baaed in Part 
unon a Derived Series Assumed to 

Reoresent *forking CapitOl* 

One ot the principal elements in the Tioe Waga~ine 
Index ot Business Conditions ia the ' aggregate 110rk1ng 
capital position• ot industry -- supposedly m~aeured by the 
ratio ot bank depos1 te minus bank loans to bank investments. 
Another i mportant element in the index ia the ratio ot bank 
debita to bank loans. Thla ratio ia supposed to represent 
the rate or turnover ot inventoriee. A comparison ot these 
two measures -- supooaed to represent •working capital' 
and "sales turnover) respectively -- shows a general 
tendency tor them to ' agree in their long-time movements, 
and an ooonsional but none too clear tendencJ tor changes 
in •working capital ' to be tollowed by corresponding 
changes in • sales turnover• attar a lapse ot about six 
months. 
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secret&r1 llorganthau - 3 

The !1 .. 1ndax, t1rat praaanted earl1 1n 1939 ••• 
notably l iOifng 1n toreoaet1ng value during tbe entire period 
ot 1ts publ1oat1on. Ita abandonment ••• announced 1n !1•e 
tor llarch }l, 1941. --

Attachment 
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ITRICRY CONRDOOW. 
TKA8URY DKPARTMIINT 264 

TO 

INNII OI'PIC& CCI6:JCJI I CATION 

Secretar~thau 

Mr. H7~. 

Mft AprU 2 , 19.1 . 

Fo~internai_u.e in connection with t he Defense Financing 
Proa-rlllll , we hnve r evised tbe=mJii~U.matea tor t he t1scal 
years 19~1 and 19~2 . These rev1eione have been made in light 
ot the llarch income tax returna. An upward revision baa also 
been made i n the business base assumption uaed i n eat1mat1ng 
t1acal yea r 19~2 returns in order to take account or enlarged 
detenae expend1turea. A table giving t he r evised estiaates 1n 
detail 1a attached. 

Briefly, the revised estimates compare with the estimates 
1n the January 19~1 Budget, as follows: 

Revi sed 
Estimates 

e,o6o,150 . 

Deduct: Net appro­
priation tor Federal 
old-age and s urv1 von 
Insurance truet tund • 61lo,880 

7 . ~19 , 270 

9.935. 530 
!>educt: Net appro­
prla t1on tor Federal 
old-age and aurvi vors 
Insurance trust tund* 712,000 

Receipts 9. 223. ]30 

Budget 
Estimates 

7,653, 210 

61lo.280 

7,012,930 

11,971,735 

696 .100 

11.27J . ~35 

Increase 
Amount Percent 

6oo 

963, 795 

15 .700 

9~ .095 

t1guree in thoueands ot dollar•) 
P.epreeenting an amount equal to taxes collected and depoai ted under 
Federal Insurance Contributions Aot, leal reimbursement to general tund 
tor adlli nhtrau Te expeneea . 
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Aoo.,t, Ill', the ~ ••-• of ., lll&lle•' ooaoll.oraU.O.. 
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EH 

Secretary of StatE , 

'dngton , 

; .. :35 , April 2 , 5 p , m, 

y 869, March 7 , 3 p. m • 

• OH •rREASURY FROM HEATH. 

GRAY 

BErlin 

Dattd April 2, 1941 

Rtc 1 d 12 :40 a , m. , 3rd. 

269 

,.c;oord1ng to the statEmEnt of thE Reich's short 

.lrt• ucbt; at the end of January just rEltaotd by the 

.'~.,·onc E Ministry thE REich ' s short ttrm borrowi ngs 

~Mrcas cd by 1905 million marks during January t o a 

total of 38
1
357 million marks , Sinot salEs or GovErn-

ment long term paper werE probably large during Janua r y 

it is likely that thE total increase in indcbttdntss during 

that month was at least Equal to thE avcragt monthly 

borrowings of ovtr 3 billion marks since the spring 

of 1940 and thus wtll above DEcEmbEr ' s total of 2 , 53 

billion marks , 
During January Treasury bills and ccrtificatts 

outstanding incrcastd by 2 1 294 million marks to 32, 996 

million marl<s and other short tErm Oloans by 121 million 
marks 
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EH -2- 2235 1 April 2 1 5 p . m. rrom Berlin. 

to 1634 m$.llion marks whErEas tht REich ' e utilizati on 

of it • :~•rating crEdit at tht Rtiohabank dtcrtaeEd 

by 50) J·•.111on marks to thE vtry low figurt of 71 

mUl'. ..arks . 

MORRIS 
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Beoret&rT ot State, 

Waeh.ington. 

1226, April 2, 1 pJa, 

IDILIJ 

Dated Apr11 2, 19.U 

Reo 1d ;, p .a. 

B1 order ot the Reich Jl1111ater ot J:oonoa1oe reatr1o­

tiona on exohange traneaotiona and p&Jaente between the 

Reich and t he letherlande were oanoeled on April 1, 19.U, 

Henceforth payaente between the two territories regard-

len ot t he purpose tor whloh the7 are aade and 

the aaount involTed a&7 be etteoted without apeoial permits. 

One ot the ooneequenoee ot this aeaaure Whioh aooord­

ing to ot tioial oomaent aeana a turthar atep towards the 

adJuataent ot eoonoaio and tinanoial oon41t1ona ot the 

Netherlands to thoae ot the Reich 11 that holden ot Dutoh 

ourrano7 in t he Reioh are no longer required to eurrender 

1 t t o the Reiohball);. a, an 881'"•ent between the two 

banka ot heue the ex1at1ng clearing axohange rate ot 

1.,2, ?0 aarka tor 100 Dutch gu1ldara ¥111 be aainta1ned 

•• the baaio rate tor all p&JaiDta between the two. 

Intora Oomaeroa and freaaurr. 

MORRIS. 

Regraded Uclassified



"''"' trw ••• ,., 0 .rU .. lHJ.. 

011 11J HMft \o ~al I f-d 4aa14a417 DugM t~Udl \1._1 
o• tr no•• prnllllla& at \laa \1m• or ~ d~ar\lare lan ;rear. !ba a•ber 
ot t ore1SD r .. uaata hu baaa raduoM, parUwlarlJ ia \he Aall'lou u4 
Brltilh ooCIIDUDi U••· lion all or \ha OonUuntala oon\lnue to r e;u,in 
lD 8btn8ha1 { prlmal'11J, I ball••• baaauae aon or th• h••• no plaoa \o 
10 to, ln v ew of tha wart.lllla oon41t1on• pren1llna i n Turope, One or 
ue aoat notioeabla fM\tarea 1n 8bOJICIUI1 \bat 1reett t b.e new orr! val. 11 
t bt wtdeaprucl a11aiT ud ponrt)' or the Chin••• people. Aocor41na t o 
the tndtx aai.Atlline4 b)' the lluD1o1pal Couno1l ' 1 Iocluatr1al. Seo\ion, the 
00, , ot 11 Till& tor Cll.lna .. workar1 11 aow about !I Umu what 1t .... to 
1934, The pr1 e• ot J'lH haa J'iaen to ullheaJ'cl o r laval. a, Before \he 
stno-lepanue hoaUUtial, the prioa of rio• ftACecl erow1d at$16 or 
l tlt per plolll.. 'foc!Q' the priaa ia IJ'OI.Uid attuo, and aa you lmo-., 
nt• 11 a tr•n4CNI he J'clab.lp on the Cll.ln•"· 

!bh J'lla in Unlll ooa\1 h dcaa not only to une-r.»14able n.r 
1DtleUon e.nd the clapreotation o~ t .be Chin .. • ourrencJ but aleo \o bMT)' 
uxa\lon 11b1ob baa been 1apoae4 bJ the 1D:ra4er on the Aov•ent ot eaJ'IO 
1n t bt Int erior. AI you lalow, 8hanch&1 h .. to 1 .port obout 90~ ot 
1U t oodatutta, ancl hMT)' t ax11 are pald on tbe11 f ood arrhala trom t he 
Iottrlor, The io't'eder h~tca 4i•arted lllOit of t he Chlneee riofl orop t o 
t heir O"''l country ancl t here il only e 11er• \rioltl-• that arri 't'll 1A 
Sbenshal , w1 t h the HIJ\11 t that wa ar e clapendlnt tor our rhe w ppl1ea 
lar gely troll Saigon, BanaJI:oll: end Renaoon. Tho ooat. ot trei f!ht troll! 
Satson 11 elllloat 1t1 muob 11 the Trenapaoitio trelsht rate, 

• 
With \be oontinuoua rile in the pr1oe or riot t here baa been 

• aarled t endnoy to boar4 \hla o..aodl\7 ao tbnt actually t bea\oell:a 
or rloe in Shanpll a re today abo't'o nor:ad. Bo• s't'er, ther e 1a the tear 
t hat ahlpcaonh tros abroad .., be 1otartare4 wnb in t he nent ot e 
fUrther abort-so ot ab1pp1Ja&, and then , t oo , t here U aJ.waya t ba srl:l 
apeo\re or poaalble boatllitiea braaldn& out in tha Weat em Paoi tio. 
To coaplloate tbe J'ioe 11 tuetlOD t h o I apan••• ere a ow 41 't'ertift& • lal'!e 
~rtlon or the Praaoh Indo-China wrpllla r i oo tor ahlpa~t t o l apu. 

Sinoe the 8ino-lapaneae boltllitlel the 8banaha1 Power Co. , 
.-bleb noraa1ly oOD-•• llcJ'OWl4 60,000 ton a or ooal. aonthlJ , .. bleb waa 
auppUecl largely t~ •onh Cll.lno., nov tinda tbay ou only obtaln • 
portion or their raqulr-aanto rroa • ortll Oblna, Wll•r• the coal. aupply 
la oou roll ecl b)' tba Jap111 .. ,. !'bill to4aJ 0 the tauan 111n1D& Acl:llnia­
trauon h praoUoally 011r lOla ~. or ooel lllPP17 and t he 11 epaao•• 
4olt it ocat ea tba)' pleue 11 ao1t of \ba lailiD produot1on 1 

dta\lnecl tor the 111J111\1cm J.nc~111tJ'1aa of l apin, tor l apaaeae raQuire-
lltll\1 are uuaual.lJ heaT)' 1n \bat \hera baa been a allort"l!• o r ,~:1!~:~1 
in llpu, rewltla& in 1lll ll)'droll•otJ'ia powr, and uue ~ 
JU!lption or ooal tor the 111ppl)' or ~r. 

Co \ ia • ery a nte. Sino• 
Bbonqa or 111.lp1 • tb• Cbina .. aoat or ita 

\ha ou\ braa.ll: or boiUU\lel &m&hal hu balD obta1D1~ ..,. bu• aoae 
~ ~ Bllciphoac end tho reqlli~~· ~'.!:; :~·:~. s r ftiab abipplna 
t \loutt.a.l lN\ with \ be rl tbcl~-.A ~~ allabla tor t he Sbancll&-i ­ro. t b Jar :&al\ there are a o aore louJI •• 
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0&1•""• ooal \H4o. It laao aft M- ... ....., tor _.0 ao•••l 
power eo. to re41100 l'o ,0 .. 1' "'JG' "' ...... u ,_ ......... ot t il• eill• ud r .. wl'l~ ot 'lt•pol an ._ ... , .. • )10-. ,...._ ... 
111 , 11, SllaD&IIai Powr Co. fth H«woU• ta . ..,._ _. • eunau-
... , lD t ho .. un'J ot \bo aUla, • 1\b •oa1u.c •-l.oJMR• or aur ClllDu• lotlo:ren. It 'll1• -..o ot \lle a-.u .. woneao l\ 
11 aot t~robnblo "MJ hYo oorio~ao too4 no•• •4 olnl ~tlOG 
1D f hughaio 'l'bo OOOCloall pi'IOOIU'O OD 'lao lower olO .. OO lJI YOI')' 
bta1'Y• 

Pol1t1oal \orrorl .. 1D tbo Iatonatlonal 8ottleaen\ ao4 
rrnoh Coooeulon heo boon on 'II• 1Derouo. 'l'be 0\lrrenoy otl'\IC810 ill 
\bt 8tttle:aent hu brouaht to a dna.tto hoed tho pollUoal t oud 
betuen 1111111tln8 e.nd Chllll&klac. 'rho •aoklna reailll• 1t dotna i ta ut.aon to puah t he u .. ot their not .. 1D tho 8ettlaaent IUid thua tar t hey 
but eet with 11''1• euooooe, In \hh etrualo 11any Chine .. banker• u4 their uployoeo haTe boon intiaida tod, e.nd l n taot , e nubor or 
tba llan l ol\ their 11•••· Ka.oo nNoro and lddnoppi nsa han 
oo~ed. Rooontly Cbinooo ~en 1nTodo4 t ho dor.ai\oriea ot tho 
lhnfiU ramon Bank on4 allot an4 killed onoral •ployeea while they altpt ln their bode, 128 -.ployeea or t ho 8hWl&ba1 br anch or t ho 
BIIDk ot Chi.na were ••=••toe!• ~aidni8ht in their domi t ori eo and art beins detained by the lfoo.ld 8 autboritho, 'ho bre.ncb .. ot t ho 
Ce11trel ~llk or Obina 1n 8haneh wero d•oll ehod by bony Uao bo:abo 
rtotlltly, wbioh wor e dol1Terod b Chin••• dill&llieed 11e pol\aon, 
Rtontly ou ot the oooretarioo or t he Cent ral Reaene Banlt, Ybioh 11 
rpoblorod by t he •&llkinc roctao, -• aho t down wUbin a tft teet ot ae at t he noon h.our at one or Shaqhli '• buahot down t om oomer1 - ­
llulri n& and Sr.oob.uen Roado, 

There baTo boon ODJ nwaber or oa••• or pol1ti~ kidnapp1nc. lluy ot the ou .. do no' sa\ into \ be ho... V.V ot t hea aro not or 
• poUtical natlll"o but are 4uo t o tha inoroallnc lawlolllnooa 1D and ou\a14e t he 8ett1•nt. !'bore are a nllaber o( croup• who are now 
ao\ln in t hil bue1Doooi • llloh bu baooae quih w!.doopread , A\ tlrl\ 
tbt aain 81'0\IJ wao ooat nod to pollUeal k14napi1.naa and 1t wu known 
•• 0 76 ltutUld Rood• , wbioh wao • lli'OUP eloeo '/ 11'1'iliated wltb t ho 
ltptllue racilllo and enJoyed lopanoee proteoU on1 111intai~ \hair 
bttdq11arteu outoUe tho lo,tl_.ll,. •o• a aw.Der or ot ber sroapo 
are aotln 1n t bo 'bllllnooo. It ie a ot an --011 preot1oo t or tho 
a&Uer croup• to roaoll tholr notla to aore po...ort'lll croupe •bo, 
1n t~~m , bope to oolloot a lalpor raneca than whit t ho)' han pald t o 
\ be a•n~ aro~ap 8oao\1e .. \lao ...wa\1 ukod are oollaiderablo. Reouui, 0: e ot .Q. Chlnooo tl'lnde,wao ll:idnapp od. !'bo k14napp1DC 1n 
t bl t ouo n• h)' a perilla croup who uintaln hofldquartere at IUDChOII&o 11111ob 11 about 1 11 ailoo •"7 1'1'oa llbenpol. !'bey needed oaoh and t bil 
"' their eo\ hod ot rololnc u. ftOJ ukod t'or 10 a1111cm Cbin••• DoUara but I beline tho •l'loo 1o aow d- w o11o a1111on Ch.l n .. o Dollan. You _, reoall ~. u .. lla4 dillllor 1.D hie serion •&DT yo&rO 
a,o, AI I rooal.l 1 t wao a "~ l&rso Up.~~or pu\J u d t he too4 ... ud oot Ytry 8004, 1 ••bor ot '87 Qhinooo trien do lane boen lddnepi:' 
•tter proloq ed n .. oUaUono lauo bOOn reloaoed, upon por:en•. line ry 
t n ot the kUnappero bon booa ooqllt. Ia Tiew ot t ho or:• r\&D' PDll\loal. terrirt. .. u• wlc!oop:red lrUaepp1Jia, HJ11 ot t ho po 
1114 "llthy Cklnoeo hTo 1on lbnpol. 

Olla or two ot Dill' -hal Chiao•• t'l'l ende will probabl7 bo 
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1,,, 106 soon ro r t he United Ste tee , •here t hey e xpect t o sta1 ee ~uch 
•• ~oalible 1n eeclueton, a 'f'oiding inter•te~ a •·1 ~h nyonc of pro:AinGnce 
10 Mew York or \\eahlngton. Such ln t er'f'i l'wa are reported bno" t o tne 
pro-Jopaoeae element l n Shenghel .,.,i th unple11eant r epercussions on t ht• 
~·~1lY !04 th~ bus1nesa or t he P"rson i D'f'Ol ved . 

I '!light men t l on t o you t h@t an 1nt~:ore stinp dev~lopmero t i n 
S'leneh&i M s beBn t he i ncreased nUillbur or ne'' • amnll i ndustrleo t ntlt 
hao• apruns up . '4uch !DiiOhlner y 1s no• bulns -:u1d11 i n Shengha 1 and 
actuallY exported abroad • Lo cally t hey ere now a.bl t> t o canufl} cture 
textile , printing end pepermak1ng ma.ch1nea , el ec t rical s·pe retus , 
pour preesea 1 e t c . So·~e or t his :!lucb1nery t a bll1nt. ex;>orted to 
!deyo end Ind ia . The i nflux or r e fugees rrom Aust ric: end Gt>rmblly 
hll brJu~ht much S'<illed lcno,.ledg e 'llhi ch 1s no.,. be1n(; u~ec:i ln ~uny 
u sll1 net 1ndustr1ee locally. Aa o r r i t'nd or 'lllnt =e 1<! t o ~e e 
rt• days ago , a greet mlete.ke whioh t he Br1 t 1ah Gover n:nt:n t made H l a 
not ~o allo" t he l e...-lah r efugees f roc Austr1t r,nd Germany r.o pro cf'ec! 
t > Aus~rdie. I n coain{t t o Slleny)lai t hey "111 be able t o cln.-l o;> 
lod•n~rl~a >hich O'f'entuelly, Yi t h th~ lo• C06t Of lnbor , 'O"ill Und'r&6ll 
BrH1e't ~•nurecturnra . Had t hey been able to go t o ;..u~tr< lie -..:>er e 
lebor o'BU are h1r h , fut ure Chlneae co>p~t l tlon >oul ( not h• ve teen 
eec•ltr• t ed salt Ilea t olie:f . These r erugeea hov;> brcu;ht nev. -.. tt.. U t y 
~o t ht 1nd.!atr1el s ection of Sbe..aghP1. 

Tn~ t'ellr t hut Chungking tJ>(IY not bu able to .,,iot in th~ 
value or 1 t & ourr t>ncy hns ceu~ed o g r out deal of trPcullit 1on e.r.d 
b~D r~ln~ 1n coon.mod i ties 1 a nd ol eo i n l oo·1l eeourl tt <:e . It is cht l 11· tcct 
th• ~ t >tore -.r~ over 300 , 000 bel es of cot t on y&rn i n Sh>mgbei , 1·111 ch 
rP>ree•nta o 'f'e l u t- close on t o 4 !10 cill1on Chl neso 0.:.11• rs . Th!G ut .. cre 
1e constdarnbly tn excess or l ocol neede nnd U ttlt or i t cnn '10'. be 
•~,~rted t o So<~ th Chin n , o><1ng t o t he tight~ninl! u p or t he J t.plinese 
• tookade 1~ t V. t r egion . Until r ecent l :l t here W'-8 " grea t f l o• ot 
rr• lfbt •lll ch W88 8!llUgKle~ onto t he K•engtUUII £D0 inl .. nd r.n~ t h•'"l trcns ­
p~rt•d ov•rlnnd t o mot or r .leds l eading t o t he en t " rinr •.nd Chuni!King . 
1"1• JeoM u e no• have l ".nded troops i n <1:1· nngt un1; on~ s , r 1 lual.r i nt •· r ­
f• re •l t 'l t hle trade. Money i & e xtre."lely £.aay Ln Shcnghei end t :tt rP 
aro heuy ban!( depoal t a . Ye t, !llflDY Chlne ae r e" r t o keep t r,d r ... ont'y 
h cesb end heve bou~;ht gold hers and oo'll!toclltl"&, '1'12' . , cotton pi•Jce 
S>0de1 e>tton yarn pnper rice tuetola , lunb•r , e t c . Y.etel prlcea 
1n S~<nghei haTe r isen r..;t.:sti~olly recent.t:1 , oving t:.> t o• ht>Hef 
t ht t It 1"111 be l mpoeaibl e t.o obtain rurth~r mctlll r ro a tilt U. ~ · , 
B1d local pr1oee t or m.etel e r e f>~r i n 8J<086 8 of t hose l)l'~VE. lllnG 
l u th e St<,t u , 

Out s ide t he Settlement l ocrted ch1~fl y on th~ extr~-
• I 1 •e t tl e~~nt rou~ s in J apane s e pr o t ected t rrri t or iea , t r~ uree 
8•~bl 1ng ~AtBbl1allm6nta which are t hronged •i t h mony Chinese g&~bliog 
turhual y. Th"' J tl p!Uieae e r e nl ao :Uhi nt r• .lnlnt; n rcotlc eat ehl1shlllenta ; 
!n rec t i any activit y which " ill bring in r evenue and undemint> t 'le 
:aorn tlbre or t he Chinese. Chinese night clubs e ~ry er. r t o be do i ng 
a S '~d bue1ncse a s t hey e r e eti l l cro.,.ded I s e tlr e t he c1nenc. a . Aa 
Ol e Cblneae erpleln~d it t o a e , t he bo:ue or t he cvertge Chlncec i s ao 
pac'ed Wit · r el e ti•ee 118 l l'f'!ng quarter• are ditficult t o obt uln , 
t hat ~any ;>eopl e prer~r t o stay ou t ot t he ho~e aa lor.g a s poss~bl~ , ·~d 
t hua , t!loea who be 't'e money go t o t he cin t'!lle , night clube , et c . 
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Jll ot ua .... \o baTe \ akeo a tatel1at 1c wier ot \ be a1tuat1oa. al l • • oon do 1• meet our probl .. • • • tba7 arlee da7 b7 dby, It •-ro: ho•t1llt111• abould br eak out in t be Weatern Paoitio , 1t 1o likely ealiJ\ Shlafbai will be blooltocled • • tar ae eooaeaib1lit7 to non- l uponeaa ' 1111 1 oonoerne4. 'rbere ere aoae 'llbo boUne t hat t he Bri t.iah -~~Iaerloan r .. ldente in oooupiad China will be interned. It ia ay ~ ... t 1at we would not be interned b7 t he l apone .. but t hat Ta \"'uld be ra(dn4 to report \ o t he l a pana .. sandar:urla at frequen t 1nterToll u4 han \o bu)' our own t ood. 'fl'h.7 aboulll t ho lo;~Maae went t o e atabl1ab ltrc• lottmaea\ oupa wbere t hey would hewe t o tae4 the tor eignera "heo thtJ eta :sue the t or eigncre bu7 t hl' lr Ol\o t oodt Thua the l ' ponaee could con tinue to lny t ribute on all t oode brou(lht lnto Sbnnghc.i t :rom tht Iottrlor. 

Aa t o tho probs billt)' ot boetllitlea i n t he r eetern ?aol t l c brtaklaa out, it 1t r eallr anrbodr ' a sue••· 7ro::t e los1ca1 ;~oint or •It• oat would t h lnlt t hat l 6pan, •.no ia 1\lreedy on 1\.ar r eUooa, ~ould not e~bark on anothe r ctnJor conflict, but t he leedera a r e no t r a r.i onal. ; t b t )' art oonaunad w1 t h a oolonal &~abl t 1on t o eetobllah u empire on tbt .aotnle.nd or Ada end t h.ay are determined to hove a clnh, i t neoea­urr, to push aaide anyone wbo i nter terea .. ith t he ir phna. :.tuoll •lll t t ' tnd l)On .. bot her or not thay are able t o obt ain o.n undarat~onc1 1n(1 wl t tl Ruula . On t bia one point we all agr ee , and t beli ~ve ewen the l • pnne•e 1o tbt:ut lvoa, end t hc t ia t tlat l opan aade a coloae&l :Uate.ka •h•~> t hey .sbarked upon •hat they t el'CI " 'rba Cbina Incident• 0 ~here t hey bcYe been H trlllll them ad vee out in s atruggle -..blob baa now l oe t ed nefl J'ly r.,ur y11n. l!.ed t hey not been i nvolwed 1n t.bla s truggle t hey "M>uld br:.v• hod thei r Amy tnUIIt :lnd would be we be en i n a ae rvaloua poai tion ror tradlns . l'b~ 1r !llcr otlont merin• , a i e rge portion ot • hlch 1• now nbaorbad in t he China n11ture 1 ''Oul.d ha we bean able t o benef i t t ro:ot tb., prn6lling high ~rou•n rates , aa would their tnotor iea and e:a.port m,. rY.o ta. Thuo rro., ooo10o:uo point ot view t bay bawe not bene tl tted rro~ t~e preaant In ~Y oeuur" ocnpr red "i t h t he beneti ta t h"Y obt d n ed ln t be r!rnt orld r er. 

In 11117 oaae it bootilltiea ahould break ou t , 1t 1a a y oplnlo•• It •.ould ba a long-drowu out nrtai r nnd t ho at.atua of t hCI ka,.rlcll.lla tlAb i n Sbanahe1 would be unpr idiot eble but I tb!~k our buai r.saa brou,..ht to a atondat ill. The foreign exchnnge 01a rlust ,.ould ~dc>ubte<llY aloeo und i n t hat e•ent bow Y'Oul~ Sbangllai ba ebla t o buy food , ooel , cott on , eto, troc:a abroad7 Curtainly t~e aftlle r """ l d be lot r r eated 1n acoopting lUll t ary Ten i n payment • 
Tbe financial al t uation ia Tery contuaed. A~en t.bo~ t he opane1•e beve p~rmittod the lang ChinS Wei r~gimo t o set up s oentrel. t uey howe not g1Ten much aa1iatanc~ t -> th• not e oircuie tlon lnati tution, The l epanaae e re pr1:sar11)' conoeroPd ~lth t urth• r-o1rcu1at1on ot tbe i r ~1litary Ten, which I ml~ht men t ion sre ~~•oe:red and unaigned and have no purobaaing welua 1n ltp~n i t aelt . rail~ taraa, traight, pa aoeng er r oree on inl and utility billa , et o. oro a ll poyablo in Ylll t ar y Yen . Tb& ot t hle ourren o7 in· tbe lo•er Yangtaz•. con t inues ~o lnorea ae &~unt or t he circulation 1• pure guaaa•or~ . 

Aa t o the Cnineae Do ' lar, peopl o do not hold t he t our t ha t 
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... 
811 ,., rorurlJI lll tM\, ua ... an a - ... ot ••OJ!• -. an ...,._ 111, • \lla torolcJl Alb• .. ll8ftn • \lao 'booi'J' \lad s111 * u ... "' , .. I a pall ud tho V .a. h lllnlta'lllo1 ~- U tool ootiiU' no ~ ... llOU&r will app:roollto, u ~ MJ.bre ot v .. -.14 _, to ..U \ bllo Loa-all U .flao:r1aa will M lll'ftll..C 1a a lOIIC ud 101U7 ., 'fllall will aoo11 • a:ra1ll OD v.a. n~a, ... 10 Uao vat w1U llo att .. ,.a, 111 t.holr op1111oa. 

~ JCN mow, Uao Tuc,•aa llnr 11 onl7 ope~~ to lapan .. o uedt u4 lt ... ore. A Oal'llllll tr10114 ot a1uo wbo bl lho.t tor __, ,.ut 111 BankoWl Cb.lao, Wll alllo to cot to llwlchat onlJ rooont17, altb011&11 he app 114 tor a p ora!\ traa t he l ftplll .. a ill llaU:ow -• touz -tbl acol Jle no oul7 ulo to ollt.a111 a para1t wtl• he pro4uood 1 to1tor'• oert tloato that ho had to co t o I apan tor b1a he.t.ltll . !bile, u •• oa.pella4 to co \ o lapon1 ll\holiCll lao 414 110\ ftll\ to do ao 1D oritr that he a18)lt. sat to 8bucha1, and 1n obt.a1D1D6 a paxai t in HIIU:W be had t o algn a cloouaODt \ltd be '0001ll4 not r e t urn to Henkow. It w aot bee a 'olo to 'orillc 1D 1117 laporte into Henkow aa no apaoa u nailablt to 11011-lapanoea ellJ.ppeJ'I. Ill Hanltow \hero roa14aa a kuuv.l. or toJ'O\SIIIrl - repr .. ataUno ot larsu ti r.aa wbo bna 1n­nt\lleote in Banll:ow - -1 t.lllc t oJ' a J'e\urn of no:raal oon41 tiona. 
'l'b1e 11 a J'Othar ollaarlooo r aoi tal or ooll41 t.lono 1n ShNICilal. 11 aulll& t he aanner 1D wbiab tha Cb.luaae oon4uot what little 'olll1-rae1ne 111 8biDCIIa1. 'I'll ere 11 a oe:rtein MOIIII t ot 'ouaineaa wblab ooau1111n i .n aplt.e or wtlat. appear to be illlllmolllltable obeteoea, 1.e. W' the Weot aona14er lDIIlmoUAtablo. How•ar , aoJou mow! ~~~~~~~:'::re:4• tor 4ooa4oo hao b- ooa41loto4 under abaona oon41 t one. !l al.W171 apJ>O&:r to t1114 •"7• ot sot.t.1n« 111110 tlu'ollall, ol t iler of brlbii'J' or otbor aot.ho4o. lapaaoao a111tei'J' oomnnndere ill porte 11114 t he lAtorior ban boon ~111& tet 111<1 t h1e b .. lllturbiOd !ok:ro • • 
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lllLifiiT IIIBLLI- lll'fUIOII 
IIAIJIIP#it&Wf 

V•oblllltoa, &prU 2,-1941 

mlt&fttl Z A I"IIIIOml!l*• .. .., ....,_, __ 

The 111fo~tioa coat•1ned in thie eerieo of bulletin• 
vi ll be reetricted to i teao trot offioiel oouroeo vhioh ere 
rotecnebl.T oonf1rtod. !be 1 .. 10111 ~~~•11•r1lr ere tenwu ... 
oDd in I>O 111111 uture atwliea. 

!hie doollaent h beiq ch'ea 111 epproYe4 d1atri'bv.t1oJ:, 
end no e441t1e~>~l copiee •re ..,,1l,ble 1a the KiUt•rr IDtel­
Ucenoe Dirleion. l'or proYiaiona CO'flrDlJIC ito repro4Dct1o~>, 
ue ~tter tAO 360.06 (~19-40) M-8-lt. 

Tb.lo 'bv.lletin 1s booed lQIOII r~ont r eport& froa Allorioc 
officill oboenore in Gerunr end in rucooll'ril. 

l. IIICift Oli.&IQIS Ilf IQIJIACIIA' OJ' l'.Anlll DIT18IOIS 

a. oaantUtiOJ OJ' P.&IUII Q1KlUPS 

3. IDIIft'lJicatlOI OJ' GII!XIo» llll!8 II IDWIU 
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1. PQP'1 OWOIS lJ JQ!!ll'!CII'f QJ PWip DinllOII 

O.raPn Penser d1T1tlono oro nov bel111 r ... ectuipped, vith 
aedlwo t•ok• repl•c1ng •oet of the llcht t•oko. tho letter ore 
belnc rot•l ned for roconno1oo•nce •nd llrloon tunotlono on11• 

The oonotruct1on of IIPrk I t•nlto - llcht tPnkt vlth two­
man orowo - hPt been d1acontlnued, but few Kork II t•nk• - ll&ht 
t•ok• with throo-meA creve - rro ot1ll bolnc built. a ... oqulpped 
Ponaor dlv1olono wlll be compoood lPrgoly of 18-ton Kerk III end 
22-ton Korll: IV t•nka. 

It 11 pooo1ble ti>Pt ot1ll hi•Tior tPoko •r• nov bolng 
built. Tho ehlrrctorhtloa of thooo now aodolt oro unlcnown, but 
tbero sro nu:ooro to the effect ti>Pt tbo7 vel&!> 36 tono or more. 

2. OROAIIIZA1'10ll OJ Pmmt GI!O\lPS 

! foreign oboerver in Oeras~ rooontlJ otPted to en 
ot!lclPl !morlcPn obaerver thot he hod roco1vod 1nforutlon froa 
• uouoll7 rell•blo oource to the eff ect tbrt tho Oermono ln the 
Znclloh OI>Pnnol coPatPl rrora were orgPnlllOC omell, mobile, rolo­
Hvol7 h.rd.-hl ttlng t•.ok groupo to be uoed ln o l•nd rtbcll: ogrlnat 
Engl•nd. 'l'hle 1nform•tlon 1a unconfirmed. 

Tho goner•l orgrnizet1on of e~h of thooo Penser groupo 
h,. followo: 

1 ccmpo~ of hetv7 t•nlto - probPbl7 t ho M-IV , or 
e hoPYier tPnk heretofore un41eoloee4: 

1 or 2 compen1eo of medium or light tonll:e; 
1 compe~ of aotoricod lnfPntrJ in •·•rrlero; 
1 brttery of •rtillerJ; 
1 plotoon of ploneoro; 
1 co~cptlon• pl~toon; 
!ppropri•te ouppl)' •nd a•lnten•noo el .. ento. 

In oplte of the f pct thrt t he r ellrbUlt7 of tbh in­
fcrmet1on i o ctueot1onoble , the formrtlon of ouch groupo , ... , to 
be loglool for •rmored olomento of e Oerm•n force lrndlng •s•lnot 
J!ngbnd. Theoo em•ll groupo offer tewor loghtlc•l Pnd control 
difflcult1oo ln w•tor trrnoport• tion pftd aovomont on l•nd ln 
Engl•nd ti>Pn oomporotivel7 lergo unwleld)' Prnaer diYlo1ono. It 
epporro oleo tbrt emoll groupo o•n be employed to bettor od~enteco 
toot1oPllJ ln Xnglond, where torrein oultoblo for l•rso •rmored 
forcot lo rolPtlvol)' reatrlctod. Tho formPtlon of ouoh croupo, 
•oro.,.or, would. 'bo in .occord wl tb tho ll:noWI1 Oe,..,n prlnelple of 

COJ!liPJII'l'ta 
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orpai•lJIC U.. foroe \o n l\ \M '-*- !Mae po~~pe Oft14 k 
4h•brra4 qui~ •114 'IIM4 \o ..u ... keA ....., , \o -u.u .. 
lootl couteretwoa, PD4 --1~ \o fOftl ~al\1 for • lerp 
1reore4 force lf tbe 111ed for ....,b • force ebolll4 OOO'QI'. 

3, IIJI!TtiiQ.l'liOJ Ol P!"' l UIJD II IOOIJA. 

The teak of obtolninc pooltl•o 14entlflootlono of Oeraon 
41•lolono ln Ruo#nir bro been pr~ctlc•ll7 lmpooolblo beo.uae tho 
OeriPDI h••• 4hcPr4e4 numbera •n4 r4opte4 cberrotoro end. bron4a 
for unit •n4 orcPnilotion 4eoiCD"tlon. In •Wtlon, unH 4eotcn-­
t1ona ore ablftod vitb e•ch arJor ao•eaont, ao thet knovle4co of 
oucl> 4eol1J1rt1one •• tbe;y uht in one thootor vlll be of no uao 
when tho unite boTe been ahiftod to rnothor, 

Ot tho olx aotor1se4 Oerarn 4i•laiono i n Ruarnir in al~ 
Jobru#rr, fl•e were 14ontifie4 •• follove• 

Two hortsontrl blrok linea 

1 blrck! with 1 line eorooo it 

1 block X 

1 circle vi th three eroa 

The Oeruna uae the follovtnc bralo color och ... o for 
••rioua tree• lnfentr;r, vblto: rrtillorr, rod; onctnoora, bleck; 
oreoro4 uni ta rn4 t•nl<o , ptnl<: oiiJ'el o-lcrtlona, rollov. 

Oompenr deolgnrtion• vi thin r brttrlion rro •• follovo• 
lot Ooaponr, aolld red circle; 3d Oompenr, eol14 blue clrolo; 3d 
Ooaprey. 10114 ere en circle. 

lofrntrr b•ttrlion 4oaiCD'tlona vitbln • roc1atnt ere 
•• tellovol let llottellon, red airel• vttb white border: 3d llottellon, 

nnprpmUlt 
-3-
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• 
'tl• •tun wUil *lM .._, a lett.U.. . .- ... ._ .. , wa 
.&11.. kr4u'. 

Ar\lU.J7 II'OIIP clooe~u- - .. , tou-a la\ ~ 
rollow clroll wl\h re4 'llor4arl M -..,., 111M ....,. .. wUII re4 ,..._, 
34 l)rw:p, II'''" 41...,11.4 wl \ll rM. krcloor 1 t\h flroap, noll\ \rl•ecl• 
vi\h rod 'borcloor, 

81all•r 41fferentl~>tlclle ore .. e. fer re~ntrl C,P, '• 
•nd lrrp Ull1 te, 

InteUlpnce crpnhrtlono IIPYe 1lee11. 11efne4 11r \llle 
'h1erccl.7Phlc1 •ret... It 1o enn reporte4 thrt • o. ....... eol41er 
wr refer to h1alelf n 8 -b•r cf \he Y..Jer Dl nil on w1 \llo1tt 
•c twllr 1a1ow1J>c lta maber, J. fw dqe lltor, wbell tbll QD.lt bee 
been eh1fte4., he a.r refer tc hbeelf u • -ber cf tbll X Dlnalo11c 
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IPJIICIIQ 

~/2657-22/J 
Mo. )55 

Ll.D. , W.O. 
April 2 , l'lU 
1210011. 

SITIIA'nON REPORT 

I. Ito stem Theater of lfar. 

Air 1 German. Sllall acatterizll attacks by c1q and night 
on Great S..itUil. Continued attacks on ahippl.Jl&. 

Briti.sh. No illportant operations. 

n. 8allcAn Theater ot War. 

Bulgaria, No chanp. 

Yugoslavia. No chanp. 

Albania. Local ground and air action. 

III. llediterrane"an and African Theaters or War. 

~~ Eritrea. Aamara, tho capital ot Eritrea, capit u­

lated to the British April l. 

Libya. German and Italian ..,chaniced unite have 
occupied l!arsa Bl S..ega, -.bich 1.s about ~ ...Uea northe&at o! !1. A#> 
hell& (occupied llareh 24), on the Libyan coaatal road l.1nk1n& Benc­
haci and Tripoli. 

Abzasinia (Et.hio~). The British report their 
advance troa Direci&Jra astride the r •83 and road to Addie Ab&bt. 
is aakinc r&pld progress. 

Air: Italian. Bengh&ai, Libya, waa raided. 

British. CloSe support ot operations in EaBt. Africa 

is aaewoed to have continued. 

Note1 Th1.s llliitarT situation report 11 issued by the 111llt.arJ In­
t.!ll..,.ce Division, General starr. In Yin ot the occasional in­
cluaion of political wo.-tion and ot opinion it ia claaaiti.ld • 

Raetrict.ed. !!£S1!ICTI! 
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J.pl'il 3' 1941 
9:30 a.m. 

RE DXFEIISE SJ.VllfGS 00100 

Present: 

H.ll. Jr: 

Kuhn: 

noh: 

H.ll. Jr: 

Ecbrard: 

H.ll. Jr: 

Edward: 

Jlr.Bell 
}lr, GraTel 

Kr. Baaa 
Kr. Iulm 
Kr.Ecblara.. 
Kra. notz 

Ia Kuhn here to sof ten ua up? Ia that hie 
job? 

I don't think he waa even invited. (Laughter) 

You a.nd I both. 

~efore you people get down to buaineaa, how 
waa the banlcera' convention at Loui arllle? 
Bow did it go? 

We thought it went over very well. Ther 
were Tery nice to ua . J.ll of th• were very 
eager to han ua tell th• to go. 

llo lOW' note? 

llot the alighted indication. J.a a utter 
ot taot, KJ-, Johnson and I practically took 
onr the oonnntion. 

' 
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B.V:.Jr : 

Bell: 

H.J.!.Jr: 

Bell: 

H.ll. Jr: 

Edward: 

BJ!.Jr: 

Edward: 

Bell: 

H.Ll.Jr: 

Bell: 

Edward: 

H.J.I.Jr: 

Edward: 

• 

-a-

•" u lolmaon'l I thought hi na hare. 

lo, he aan't iuitedin. 

You said Johnson? 

I clicln't intend to. 

You took over the convention? 

Yea. 

!he7 stopped talking about all the mone7 
the7 were lending for national defense and 
tried to explain that and want on to this, 
clld thetl 

Didn't say much about that. Yr. Secretary, 
I think moat neryboey now 1a in favor of 
this program. 

They got pretty good publicity down there 
at Louisville . 

The banks? 

Well, our end of it. The president's state­
ment got pretty good publicity, cooperating 
with the 'l'reaaury. It mentions Yr. Edward 
and !lr. Johnaon being there, and Burgeaa' 
statement got scae publicity along with it. 

Theylllimeographed and clletributed yq little 
speech and Johnecn'a and the American Banker 
abo carried the full text of what I had 
said and it was in a good many papers--

Did you enjoy going down there? 

I had a real good time • 
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Bell : 

Kuhn: 

H.L! . Jr: 

Bell: 

Haas: 

Edward: 

H.I.I.Jr: 

Gravea: 

II.L! .Jr: 

288 

- 8 -

I think the president used almost word for 
word what Ferdie Kuhn wrote in his suggestion. 

Did he? I didn't see it. 

Which president? 

President of ~erioan Bankers' Association. 
He made a speech and-- (Laughter) 

You are in a new capacity, Ferd. 

I think he did. Here ia what he said. I 
think lOr. Kuhn wrote this one. 

Incidentally, c~!f up on the plane yester-
day was our Inter Revenue agent from 
Austin, Texas, and he says there is a man 
in Austin who is president of the American 
something or other bank in Austin, a~e 68 
or 78, and he says he is a rip-snort1ng 
Roosevelt Democrat and the whole board of 
directors is . It is American Security or 
American Trust. The man is 78 years old, 
and he said in fact he is about the only 
bank president in the whole of Texas who is. 
But Harold had this fellow come up yester­
day. He is coming up to aee us. 

Yes , I was with him moat of yesterday. 

He says, "Come on down with me, you know I 
am past yresident of the Shorthorn Cattle 
Associat1on, and you and I will kind of go 
around and wherever you go they will ask you 
to stay a day or a month. I want to take 
you through the best oattle country in Texas. 
Any time you have got a month or so t~at you 
want to come down - " he wu a very mce 
fellow. 
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Graves: 

H.Jl. Jr: 

Edward: 

H.L!.Jr: 

Edward: 

H.Ll .Jr: 

-. -
Yee, he ie. A ver,r able fell ow. 

What was hie name? 

289 

This is Houston. I think this is - they had 
7q speech in there. They had it all. They 
gave us everything in the world that we 
asked for and more. As a matter of fact--

It is good to get this publicity. 

As a matter of fact, Mr. Secretary, we told 
the bankers over there that we were leaving 
a little bit afraid of the situation because 
they wanted to do too much. 

Well, I think it is all very nice because 
in about a week or 10 days we start on our 
tax program, and it is very nice for once to 
have good publicity because just as soon as 
we start on our tax program we will see how 
they change . 

Well, Bell, I am at your disposal. Let's 
have the works. 

Bell: Well, there are a number of questions we 
would like to ask concerning most of the 
banks and the part they will play in the 
distribution and sale of these bonds. One 
is the issuing agent for the Series E bonds, 
which is the small bond, five thousand dol­
lar limit. We think that any bank, if it 
so wishes, should be designated an agent to 
sell Series E savings bonds. That is the 
five thousand dollar limit. And thef should 
keep a stock in their bank to sell r1ght 
across t he counter just the same as the post 
offices do . It would be probably unfortunate 
if we designated the banks to take applica­
tions and a person could walk right across 
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Graves: 

Bell : 

H.li. Jr: 

Bell: 

H.lo!.Jr: 

Bell: 

H.ll. Jr: 

Bell: 

H.J.! .Jr: 

Bell: 

H.l.! .Jr: 

- & -

tht atreet and blq the ... e band OYer the 
poet office counter. We thiDic the;r both 
ought to be put on a par with respect to 
the small bond and also the postal savings 
stamps, if the Post Office Department approves. 

The;r will approve. 

The;r will approve . 

Well, now, does that work both wa;re? ire 
;rou going to let the poet office sell the 
others too? 

No, we are going to let the post offices sell 
the sull be.b;r OOild and the u.Tings stamps. 

How about it ;rou go to the post office and 
;rou can't get that and ;rou go serosa the 
street? You can get it at the bank. 

Well, we don't contsmplate allowing an;rbod;r 
to go across the straet and get the larger 
bonds. Thef can go to tha b6nk and put in 
an applicat1cn for the larger bonds. 

Well, the idea is that ;rou would let the 
baDlcs sell enr;rthing if the;r want to? 

No, let the banks sell - be the issuing agent 
tor onl;r the small bond. It we let th~D be 
a sales agent or take applications, in other 
words tor the 50 thousand dollar bond--, . 
What is the difference? 

The difference - what do you mean? 

Between being issuing agent and taking appli­
cations . 
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Bell : 

HJ I.Jr: 

Bell: 

H.J.! . Jr: 

Bell: 

H.l!. Jr: 

Bell: 

H.ll . Jr: 

Grana: 

H.ll . Jr: 

Bell : 

H.J.! . Jr: 

Bell: 

- a -

An hsulng agent 110ula han a atock of bonda 
in their bui: or 1n the poet office and the 
periOD CCIIII in to ~ a bond and it h 
lmlllealatelf ginn to bla1 bat if the7 CCIII 
in to bur a 50 thousand dollar bond, ther 
merelf take the application and the remit­
tance and forn.rd it to the nearut Federal 
Reael'Te Bank, which fills the order, returns 
the bond through either - through the bank 
to the inalrtdual. 

Let me see it I han got this straight. The 
post office ia going to do what? 

Going to sell the five thousand dollar bonda-­

And the atupa . 

• • • • and the a tampa . 

And are th17 going to stock tham. and issue 
them? 

Yea, just like they are doing now. 

That is first class poat offices? 

Firat, second, and third, and a few fourth . 
Sixteen thousand .in all. 

Well, that takes care of the post offices. 

Yea, air. 

Than on the banks, what are you going to let 
them do? 

Let the banks do the ame thing w1 th respect 
to those. 
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H.M.Jr: 

Bell: 

HJ!.Jr: 

Bell: 

Edward: 

Bell: 

H.!.!. Jr: 

Bell : 

H.!.!.Jr : 

Edward: 

Bell: 

-'-
But in the oaae of the F and--

.lnd G1 we thought we would allow, at leaet 
for the time being, the banks to take appli­
oationa o~ and the r aalttances and aubnlt 
t hose applications and the raalttances to 
the nearest Federal Reserve Bank, which 
would fill the order. 

Bow much dela;y would there be on thatY 

There hadn 1 t ought to be much delai' because 
t~~~ send it to their on Federal ReeerTe 
B , I wouldn 1 t aa;y - a week would be the 
11101t. 

The;y ought to be ab~e to getit in 48 hours . 

And sometimes you would get it in much leas 
than a week. 

And the onlf question before the house is, 
shall we let the banks take the five dollar 
stamps? 

Bonds and stamps . That is the onl;y one. 

Ie en17bol31 in favor of that? 

I would lllce to aelc this, Ilann¥· When ;you 
said •a11 banks,• now ;you are speaking of 
principally the commerolal and eaTings banks? 
You don •t mean these home loan banks? 

Well, there is that question. I said here 
at least commercial and savings. Now, I 
t hink there is same feeling among the group 
that we should eliminate federal savings and 
loan asaociatlons and the hame loan baDJcs . 
I han same--
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Can JOU hold eYer,thlng7 

Yes. 

Let's just for the moment say insured banks. 
Would that cover the field? And then we • 
will came to the others. 

No, I would put all commercial and savings 
banks. 

Even though they are not insured? 

Yea, air . 

Koat of the mutual saYings banks are not in­
sured. They do not belong to the FDIC. There 
are only four in the United States that be­
long to t he FDIC. I think I eee, Mr. Secre­
tary, what you have in mind about protect­
ing the Treasury. That comes a lit tle later. 
VIe are going to get collateral. . 

You are? 

Yes, sir. 

There is some question about including the 
federal savings and loan and home loan banks. 

filly not ? 

Some of the f ederal saYings and loans are 
really not equipped t o do t his, and they have 
got only

1
say,one or two clerks in the organi­

zation, but I don't see how the Federal 
Goverbment can sponsor a home loan bank system 
and craate members and put capital in them 
and then deny tham the prhilege of - at 
least to iaaue these e&Yings bonds. 
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You can' t . That goes with Fal'll Credit . 

I have got in federal land banks . 

I want t o be sure of Farm Credit. 

I would like to eliminate them, but I don't 
see how they can. 

Youcan•t . They have asked for it too haven't 
thetl ' ' 

Yea. They have alreadJ inveetigated it. 

You can' t eliminate it . 

I don't think rou can either. 

I think it would be a mistake. 

Mr. Secretary, the only reason that I see 
WAf you shouldn' t, those institutions in 
reality do not accept deposita. They sell 
stocks . They advertise deposits; bu~aa 
a matter of fact, it 1a reallT stock. Ther 
also advertise it is insured up to five 
thouaand dollars. That inaurance, of course, 
1a aa - not as to llquiditr but as to liqui­
dation. Then these other banks, the caaler­
cial and savings banks, aren' t going to be 
a very definite competitor to this program 
because of the prevailing rate of interest 
that is now belilg paid bT the banks, which 
1a l'WUling around one to har dlf - in very 
few instances above two percent. These 
particular institutions pay interest '· 
&nT where frCJI1 three - some of th1111 four 
per cent, so just frCJI1 a hardboil ed buaineaa 
propoai tion, rou ar e JIDl'8 cr JAas sending rour 
cust1111er into a competitive shop who 1a going 
to offer him - .no ls going to have a sign 
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on the window adTertieing a higher rate 
tlwl we are going to be able to pay. I 11111 

not particularly arguing against it, I 11111 
Just stating facta. 

Well, I think yourfacta are correct but I 
don't see how the Seoretar,y of the Treasury 
can say that an organization like the Heme 
Olmers Loan Bank, who are alread[ our fiscal 
agent, can't handle this. 

That ia what I think. I think you just 
couldn't live down the preuure that will 
C(llle from that group. 

Well, personally, it ie going to make it a 
great deal easier for Harold GraTes and 
myself if you leave them in there. It is 
going to be easier on us if we can do it. 

We can do it, and the other thing is we 
say, ''Well, now, we want all the outieta," 
but here is a group whaD we won't even let 
sell it . Personally, it isn't terribly 
important, is it? 

I doubt if you will sell a lot of bonds 
through th81i1. 

Because if they pay a higher rate, t hq are 
not going to be the beat outlet. 

That ie right. Kr . Edward h right about 
that. You are going to walk into the bank 
for the purpose of buying a two and a halt 
percent bond and ue on the wall, "We will 
pay you three percent. • They will change 
their mind in m&nf caaea. 

How do you feel about it, Harold? 
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Ia.•t w.t U woald do 11111aua 'liP"~ 
I a.•t Wllk it woald do JOil ni'J'aoll gooa. • 

Well, it ie a nuieanoe Talue to do it i•w•t 
it? ' ~ 

lee, I think that ie oorreot. 

All ri~t, let• a do it. 

All ri~t, what 1e the next thiJlg? 
' 

TJa. nut one 1a the ealea agents, which we 
talked about ecae. l.n:f bank, it it wishes, 
.. , be deeigpated ae an agent to take appli­
oatiane tor Seriee F and G boncla. That ia 
the 60 thou.eand llait. Which applications 
with rsittanoee will be forwarded to a 
Federal ReaerTe Bank and the Federal ReserTe 
&nit will inue the bonda and aend the to 
the applioant through the forwarding bank. 

How, we did discun the queetion of allowing 
the post o.t.tioea to also take applications 
tor those bonds. I think the men who han 
disouned it han cOM to the conclusion the7 
would like at leaet .tor the present to leaTe 
out poet offices on the larger boncla. 

!hat 1a all right with me until we get started. 
!hat ia all right. 

The next one 1a one that u.:t be eontronraial 
and that !:a pel'lli t banks to bul F and G liSTings 
boncla • .l nuilber of us t eel that the{ should 
be pel'lli tted to bUT those bonds. I h1Dk Kr. 
Baa11 probablJ thinks it shouldn't be pel'llli tted 
beoause it is oontrarJ to what we - or at least 
our oridnal thoughts in thia progr111. I 
han ha! Schwarz look up rour etat•enh to 
th.a public and--
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Do 7ft take tboee 111'10111]tl (Faoetlou}T) 

Tea, I do. (Laughter) 

I .. glad of that. It helps -r aide. 

1nd rour statement before the committees of 
Congress and he gina •• thia aeoranmm. 

•1 perusal of the Seoret&rf'• public utter­
ance• 1f1 th reapeot to the nn Defense SaYings 
boDda fails to produce a eingle instance in 
which a definite c~taeot •• ude regard­
ing whether banb would or would not, be 
per..i tted to purchase iteee securities. The 
iaaue was lett cleulf wide open. • 

(See lttacbment) 

That 1a whet I told you this morning. 

Yea, that ia right. And there 1a nothing 
etated before the committee• other than you 
hoped that you would tap the real aarlnga of 
the people through thie uans . Now, the 
banD ban :1f"'ated. '!'hey han CCIU in 
entbueiasti 1 and tha7 are go~ to do an 
awful lot of work without &DJ reialiwoa~~~tent . 
And I think it we don't perai t th• to buT 
these bonds, the7 are golng to feel rather 
badl7, and I feel to the extent that we do 
perait the banks to biiJ theee bonds that •• 
are just cutting dOWD on OW' other financing, 
whicfl will han to be done through the bank a. 
Kow George can apeak for hilllaelf. I don ' t 
want to argue thie out . 

Go ahead, George. 

Kr. Secretarr, I think this 1e one of the -
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I think there will be a good maey decillions 
that you will have to maie which are not 
the easiest, or not along the linea of least 
resistance . As I see this, there are at 
least three reasons why I am inclined to 
recommend that the banks - the commercial 
banks be not allowed to buy these bonds. 

The first one is that the bonds were not 
designed for that purpose . They were de­
signed to tap real savings and in designing 
the bond, there was s<De cost to the Treasury. 
You made them demand obligations . You have 
indicated publicly that you are &oing to 
make an effort and the public has taken it 
very seriously, going to make an effort 
to tap real savings, and I think that is 
very important . As you start appraising 
the whole situation you become more con­
vinced of the importance of doing that. In 
the memorandum that you sent out to the 
Federal Reserve Banks, t here was only one 
bank that raised a question, and that was 
out in the Pacific Coast. It said in the 
memorandum the banks would not be allcmed 
to buy. Pacific Coast raised the question 
as to how to define a commercial bank. So 
the instrument i s not designed for that . You 
wouldn' t have to put out tllat tJ}le of an 
instrument to sell it to camnerc~al banks, 
and I don't think you are gaining anything 
by caning out with a - if the program shows 
a large volume of sales and quite a pro­
portion of them are sold to commercial banks, 
it just means you have increased bank de­
posits, which in essence is the same thing 
as issuing money because bank deposit s are 
money. 

The second reason is the psychological one. 
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There are a good 11&111 people who are nr;y 
much concerned about intlation now and 
the;y don't know Juat what the pcli~;y is 
going to be in tlie Treasur;y. The last 10 
;years we had around a good deal of infla-
tion material in terms of excess reserves 
high deposita and eo on, but the .A.dminis- ' 
tration each time has taken moves when the 
thin~~; got dangerous. You have got s<De 
people now, largel;y because of your efforts , 
working strenuouel;y on the price eituation, 
and I think the;y will look - even - this 
is not important in terms of maltnitude -
the;y will look at this as a feather in the 
wind to indicate which direction - whether 
;you are ~oing to go riRht down the straight 
line on 1t, and the;y wfll begin to - the 
pe;ychological effect is ver;y tmvortant 
because the public becomes oonv1nced - I don't 
think the;y are ;yet - but if they do that, a 
large proportion of this is going to be 
financed b;y bank deposi ts, it is a very 
important lnflationar;y factor. 

The third t hing is that - aay ;you do it and 
;you are asked to explain why up on the Bill 
or publlcl;y. It is ver;y difficult - ;you can 
expl&in it eeai~wh;y ;you didn't allow them, 
but to explain w ;you did the reasons a.re, 
one, that the b a are heiping us to coop­
erate in the program. I think the;y will 
cooperate in an;y case. I think what is in­
volved here is more important than s~e of 
tho questions that the banks feel it 1s 
inequitable that they shouldn' t be allowed 
in, that the whole problem facing this 
countr;y is more important than that ?ne. I 
think it would be difficult to expla1n up 
on the Hill or publiclY - at l east I haven't 
heard an explanation which I think would 
aouhd well in the press. That is about all 
I han. 
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I ehoald t hlllk that tho11 U'giiMnh would 
be all r ight it we thought we were goiag to 
raiee all this .one7 troa real eaTings. we 
know that we can't poeeibl7 get thie nine 
billion dollars that we haTe got to raise 
next 7ear from the eavinga ot the people, and 
we have got to go to the banks tor a large 
part ot it, and it we han to go to the b.mka 
we might as well go through this method as ' 
to go through our major financing issues. 

Ot course, 7ou are building up a demand obli­
gation. On the other ban.d, the be.nb certainl7 
are not going to turn them in tor redemption 
unless 70u baTe some turbulent tiaes. It 70u 
baTe some turbulent times, wb7 wouldn't it be 
a good thing for the Treaeur7 to etep in. It 
ie refunding obligations held in this tTPe ot 
institution rather than going through RFC for 
a stock purchase or something like that. 

I think it is just 11 broad ae it is long. 
We ban to furnish the money one way or the 
other. 

Tb.at gi us me another argument for not doing 
it . Once the banks get this they will say, 
~ not issue this kind to us all the time, 
this demand obligation?" . 

Do you want to get in on this? 

Yea . I want the banks to baTe this priTilege. 
There baa been a wonderful reeponse on the 
part of the banks to this program. They 
baTe men that the7 want to send here and wanted 
to eend here toda7. We told them not to send 
them until Tuesda7, because we would probably 
know by then how we could proceed. They want 
to get out a pamphlet something like this 
asking and answering all the guestions to 
the banks and to the public about these bonds. 
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is to the type of inYeat .. nt , as a banker, 
I think I could go out and pereuade banks 
that this was not the best inYestment for 
them to buy, that. we h&Ye something better· 
but you know it you want a person to really 
want something, the thing to do is tell them 
they can' t have it . That is the reason we 
can • t have prohibit ion. In prohibition :you 
haYe the same thing. 

I think that the smaller bank and the medium 
sized bank really want to invest in this bond. 
They think it is the type of inYestment that 
would be good for them. I don't think the 
larger banks would go into it extensiYely. 

My estimate is that out of the 16,000 banks 
in the United Stat es that you would probabl:y 
sell five hundred million of t hese bonds a 
year. I think that is about the maximum. I 
do not regard it as any ser ious - that it 
would have any serious effect on the financial 
program of the Government or the fiscal prog~am 
ot the Treasury Department. 

You know we started out , Kr. Secretar:y, here -
wr. Graves was to put on a real campaign to 
cover the entire countr :y about the sale of 
these bonds . It is a Yery big program, and 
Yery far reaching in its scope and it is a 
tremendous task. It is going to take some 
time to get it underwa:y. We would be foolish 
it we didn • t take time because anything that 
is as big as this or inYolYes as many things -
if you put it into effect hurrieal{' you will 
probably have to back up. You wi 1 make some 
mistakes. I don't think Ur. Graves intends 
to try t o put it into effect except in a few 
states on Yay firs t . 

In the meantime, all of us want to try to 
do a real job for you. We have 16, 000 banks 
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la tlle ualt.a stat .. wltk Hftnl' 'MI 
thouiDII. lll(llOJH•• ottloen .a aplo;pt•• 
'rheJ ... Ol'pal~. TbeJ are .. ~to tate 
Oftl' ~ fi'Oilt ll111 btllOUI m1 CO. ad 
the7 will clo 1 t; ana I thllllt that we ought 
to CiTe thea eYer, encourag .. ent ln the world -
thll 1a entirel7 too long for JOU to read but 
hel'l la practicall7 a whole page editori;i ln 
the Derloa Banker 711hrclaJ. "Reuona 1h7 
The Tl'taiUJ'7 h GolDe To Allow Bmks To Bu7 
Seri11 F lnd G Detenae Bond• - Wa Rope . • 
(Laupter) 

That 1a woadertul. 

It la a good editorial. 

Derlcan Bankert? It la a loua7 uguiJl.e. 

I u not talking to JOU, )(r. SecretarJ, about 
the ugar.lne, because I u eouwhat again' 1 t. 

Thla le written b7 the fellow that repreaenta 
thea here . (Referring to book entitled "Bankers 
Be D-ed.") 

Yea, air. Well, I do not aubscribe to that 
book. lD7 balllter 1n thla countr7 tod17 that 
baa 1n7 troubl11, it ia hh own fault. If he 
had r.ne to work and run hia buelneu right 
the ast aix or aeTen reare, he wouldn't haTe 
1n7 troubles. Who aa7s that a banker can't 
eoaetlae get religion? 

low listen, can 70u hold JOur religion for 
a alnute? (Laugbter) 

tea, air. 

And let • juet - han JOU got IDJ feelinge 
on thla, luhn? 

1 would like to aak George whether he thinka 
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Haas: 

Z:uhn: 

R.K.Jr: 

Grana! 

H.K.Jr: 

Jo, I think we are going to cet a great de&l 
of 10r«De11 openl7 expreeaea or otberwiee 
beoauae the b&nka would feel that oorporf.t10DI • 
other groupe were being allowed to 'bu7 tbeee 
Seri11 f ana G ua thq were bei.Jig dhorildnatea 
qalnat. 

fOP a TePJ COOd purpoee, 

Tea. 
• 

1re 70u through? Rarola• 

I think Dill has atatea the cue u t bellen 
it to be. I aa not oo.petent to pan on 
Mr. Baas' pointe. 

Well, I leu nPJ etrongl7 w1 th George Hue, 
aJid I will tell 70U 11h1· 
l'e are goi11g I.Jito thh thine with our er.• 
open to get the people of thh countPf at1onal 
Detellle llinaea ua ll.'flng• alnaea. Thh thing 
is eapeolall7 aeeignea t o reach the ..all paraon. 
It wa111't d11lgnea tor the banlca. I can't gin 
JOU u uaple ot in~uranoe, but - Jolmaon 
not belng here, it ia like the aitterenoe 
~en lhi• industrial ineuranoe plan where 
70U dellr. a plu tor the worker to gln ·twent7-
1'1 T8 OlD I a aq Or where fOU iniUPI I IUD' I 
life at two ail lion dollar a • The e:lr.DII of 
the twentJ·flTe oent1 1 week induetr a1 .a~t 
be TIPJ •oh aore, part1oularl7 if lt is worth-
while. 

Bat thi1 lnfiatlon thing oertalnl7 ranltl up 
UDIIIIt the two 01' three thing• lD ., ma 
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11111 I ban n.a all of tlleae Waa• TePJ 
oanfllll;r, th011 14ltorlale, 1114 'l • n 
.. h l•e•••4 that the:r cot tbo point :foh 
n put ln the atatl•nt. Thh h to tap the 
•a•lnc• - to put lt ln tba at-pleat language, 
aa I unaeratana it, inateaa ot people t&klng 
their e:ICeU eii'DiDgl u4 apenaiDC the -e;r 
ana creating this e1tra ae .. na, thia e1tra 
.olUM for gooaa, the;r ue going to put it 1n 
eartnga ana that wa;r there won't be thla eltra­
ol'41naey increaae 1n pl'Oauoticn at thla tl.u, 
ana weJet their aninga ana apena it en 
nation aefenae. 

low, if we tab thh fltt;r thouaana aollu 
bona ana let the banta bu;rlt, it ian't 
aealgDe4 for the banta. I couldn't e1plain 
the thing. It juat goea against the whole 
un4erl;rinf phlloaoph;r of thla thing. We 
aon•t wan c~rcial banks' aone;r thla w111 . 

But ;rou are going to haTe to take the commercial 
banka' aone;r. 

Grantea, ana I will ann ea;r to ;rcu, Dan, that 
with a, e:r-a open I am preparea to pa;r a higher 
interest rate to get tbe b&nka' aone;r later 
on. I mow that aouna. inconahtent u fu 
aa the banka ue conoei'De4, but I think right 
now the public reactiOD h ao wonaertul that 
I woula hate to haTe a whole flock of ed1toriala, 
.. ell, Korgenthau ia ineinoere, he ia back r ight 
wbe re he waa, the bulk of thla etuff ia golng 
to COM fl'Oa the banta, ana he l.a cuouflaging 
l.t with a lot of little ten cent ataapa.• 

Let ae - woula ;rcu feel nr;r 11110h haaatrung, 
Eawara, if I aeoiaea at thla tl.ae not to let 
tho banta lnnat in thle? 

Do ;rcu want .. to gin ;rcu - tell ;rcu what I 
think? 
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•• J01l oa•t, I woald -.oh rather hen :ruu co home. 

The banks will not understand it. Ther are 
worked up onr thie thing, and think ther 
ought to haTe it. One argument is, ther will 
aar, "Well, a custoaer cous in to bur one 
of these bonds and we tell th1111 the bank can • t 
own it, • and what h the anner'1 I• it too 
good tor the bank to haTe or is it the tact 
that it ian' t good enough tor the bank to 
han? 

In other words, Mr. Secretarr, it ia our 
intention to we saleaaen out of the banks. 
It is a rather hard job to aell a fellow sou­
thing that rou can't sell to rouraelf. 

I recognise all rou sar, though, I know that 
there are argumente on both aidea of it; but 
it banka are permitted to bur the bond, I think 
it will not only get some money from the banlca 
which rou say rou would rather baTe in a different 
war and so would the rest of ua - but I think 
it will encourage thea to get out and push the 
program. I certainl7 feel that war. 

Of course i t will, but now I will tell fOU what 
I aa willing to do. Just so that fOU get this 
thing . I ban alwar taken the position that 
we can - we can cal a apailt a spade in this 
rooa - in orier to do •Y financing, I han 
nner had to bribe the bmks. Let's call a •Fade 
a spade. ADd I don't feel that I han to bribe 
tb.. and enn it I thought that I hail to bribe 
thea: rou see, to do thia thing, I don't think 
I would sit bare, etq at m¥ ileak, fOU see • 
Let 's be terriblr frank. 

low when the ti• coaea that I han got to 
bribe the banks in order to do this kind of 
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thing, well, I aa not tbe fellow for thia job 
JOU aee. I don't think - after al l this ' 
tastes aweet, and it ia designed anA faabloned 
for an entirely different purpose. 

Right now this whole question of how we are 
going to go on prices and inflat ion is ao 
important that I don't want to nan add a 
little straw which might uke the people think 
~ell, the lid ia ott,• and let this thing go' 
through the roof. 

Jll you have got to do la pick up this aornlng'a 
papers. There are two thlnga in it. One is 
on freer.ing soft coal prices. The.n there ia 
this dlacuasion by Kiss Elliott on the price 
of coffee. All theae thinga are relatively 
unimportant, but they all fit into inflation. 

To show rou two and two don't uke four , but 
to be fa1r to the banka and where I think we 
haven't been fair to them, you aee, I am willing 
at thia time to give them a two per cent bond 
againal these deposita, against these payrolls, 
Dan, you see. 

Of course that affects relatively few. 

True, but now in order to be fair. 'Where we 
are uldng the banks to handle these YIP.f. payrolls 
and they have got to put up Gove~nt bonds 
against it - I mean, in order - I just feel 
this way. So that Edward can say, "Well, 
Korgenthau la fair, this thing haa been brought 
t o his attention, a lot of tmall banks have to 
handle WP.f. payrolla and they have got to put 
up Government aecuri tie s, they are losing 
aoney on it. He doesn't want them to do that, 
lose money. Therefore, he ia willing to create 
a two per cent bond and let them have that , any 
bank that wants t o buy it.• 
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'lllat ... pt aoWu to ao with tbl t1a1u 
Rt I tldit lt woall ft&ble 7'0il to ahow 1'-11 
that I • ti'J'lac to be fair. 

'!'hat 11 tne1 Jlr, Sool'ltii'J, and I '" ._17 4eflnltelJ that JOU have been thinking about 
thla matter and it reall7 ia ao .. thing that 
JOU are ney 1111ch concerned about. I agree 
with rou, JOU certainl7 don't want to briba 
the banks and wouldn't want to do it but I 
think I llight take iuue that this .ight not 
be exactl7 a bribe, it aight be a slap on the 
back and ••7• •co.. along fellow, and let'• 
go.• 

Yea, and now again let' a be a 11 ttle hard­
boiled. I .ean, I 111 looking at this thing. 
I can do thh thing without the banks. 

That I.e true. 

You aee' But agtin, I have never taken 
adnntage, I don t want to take advantage 
of a bank or anybod7 to do the Government 
buaineaa. I want to be fair with th~. I 
think it ia good business for t he banks that 
theJ eell these things, but we could get along 
without thea; but I aa not -I don't went to 
take advantage of thea, and we have been, I 
think, taking advantage of thea on this thing 
of caahing thell Govei'D!IInt 1PA papolla tor 
ua. 

It baa ooat thea a lot of aon17, and I think 
this would be an excellent tiM to get out 
thh two per ctDt b011d, and Bell baa been 
wmting ae to do it tor a l011g u .. u a 
1eature of good will toward the banks, and 
almplJ •11 that we have considered the aatter. 

Lean it thia way. Let'a decide at thia tiae 
not to let thea have the tift{ thousand dollar 
bond to invest, and let's aor of ait back and 
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pt tide tJWtc 'r the tlret ot ~ .a 
••• 111aat uppeu; ID4 wt OlD 11..,: do it 
bat 1t woala-be n17 hara to take th• a~1 ti'CIIl th•, woalclD' t it? 

It would. It would create quite a bit of 
talk when 70U to ole 1 t awa7 froa thea. It 
did on this last aaall ten thousand dollar 
hsue . 

308 

Well, Kr. Secret11"7, whate•er JOU1" deciaion 
11 1n the aatter, 10U u7 rel7 on ae, rege.rd­
leu of what I would like to do or an7 argu· 
•nt that I put up, that wbatner 10U say, 
that is what ie going to be done. 

1811, the WIJ I feel --

£Del ao tar ae you sa7, that 70u could do this 
w1 thout the banlcs, I think 70U are absolutel7 
right. I will sa:r this, howner, that the 
banka are not going to allow 70u to do it 
without them, because the7 are coaing in and 
help do it. 

I 'Hilt tha, but I don't want to han to pa7 
a prioe, 70u see. Loolcing at thh thing all 
arcnmd, this wbole quution of inflation, 
now just as Haas s11s, if an7t od7 aakl ae, 
~ do 10U create a bond like this and let 
the banks increase their deposita and there­
fore there is anot.her tendenc7 toward inflation 
when 70u aa7 this whole thing h to draw these 
deposita down and put thea to work?• It juat 
ouh thea right aorou the thing. .And I hne 
got to taoe lhe newspapen or 6ongreaaional 
o~tteea, and I ha•en •t got a good answer. 

I han got a Yel'f good anawer on ghing them 
thll two per cent bond, and I can explain that 
to &JI7bod7, Dan. You see'1 
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308 .... 
lbat' .b4 I Wllk we han ben llll!alr in 
UtlJII the bub to ao that 10 lOIIg ad I 
thlllk tha quicker wi correct that, the 
better. BUt thie other thing, I would like 
to Juat ait tight on it. 

Are JOU talilng about coaerchl bake? You 
are not talking about aaYinge banta? 

lo, tha phllosoph7 of this plu goea to 
snlnge banke. We are tappin.g the eanngs &Dd 
we are tapping their depoaita. We are not 
creating a additional depoeit when we take 
it froa ••Ylnge bake. I• that r i ght? 

It JOU Uai t 1t to enings banks, that don't 
accept depoeite, where the7 deposit their oaeh 
in another cc.uroial bank. But it JOU hue 
a oa.urolal bank - say JOU had a National 
Sannge Bank ad Truet C011p:!{ acrou oyer 
here. '1'he7 are a 1 ni.nge b • They are a 
t ruet bank, and the7 ere a oo.meroial bank. 

1Jould it aake JOU IDf happier to eay We will 
eliainate all banke? 

K7 dlffioult7 la to define --

I think Rouae's definition seeu O.I. 

I don't mow what Rouee ' a detini.tion is . 

He eaid anr oo ... rcial bank ~ be defined ae 
1n7 bank 'llhich aooeph dellllld deposita. You 
r .... ber the other day 'llhn he waa d01111 here · 

Tel. 
Bow, there i1 1o.e inequity in that. !a the 
Sacretll'T pointed out, though, the problea 
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lllftlncl 1a 10 ••h blger that l t onrllw!ow • 
there aPt COliiC to ba a good 11a117 lnaqui tles 
ln 10111 of tha prooedurea the Gonruent ,nu 
hne to oarr, on to keep tbla whole situation 
in control. 

We haTe got an inTast•ent in this editorial 
reaction which I wouldn't taka a aillion 
dollars for. It ia a aarYalous editorial 
reaction, and 70u can just '" that thing 
just fade aw'7 when they begin to see that 
we perai t the banks to do tbis thing, and the 
nrr fact that the banlta squawk - it the7 
squawk publicl7, it just backs up the Treasur,'a 
position that we are going to do anr,tblng that 
we can - as I said, I would ehout it fro• the 
housetops - to keep ue froa haYing inflation 
in this countrf. I intend to do it. If the 
banks squawk, t will just be helpful, that is 
all. It will belp'(I'OYe that I am sincere. I 
I want 70u to get m:t point on this, Ferdie. 
I 1&7 great stress on it. Does i t make sense? 

Yes. 

I aean, how could you explain to an editorial 
writer, on the one band we want to reduce ra­
serTes and reduce the amount of deaand deposita, 
and on the next hand we create thea through this 
special issue? How are 70u going to explain that? 

You couldn' t, except that the aaount that the 
banks are taking under this would be relat inl7 
.. all and is limited b7 the teras of the offer­
ing. 

All true, and it ie all true that the next 
aonth I may coma out with a two and three­
quarters per cant bond, and ninaty-fiTe par 
oent of thea will be banks, but the fact re­
aalns that hera le a specially daelgned obli­
gation which rou can oub at any time, and it 
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11 ..a. to. tU Uttle tell• for 11.11 M'!iqt 
..a 1t 11 aot dtt1&U4 tor t11.t bake. It b ' 
ru:,:Uot':: :~-~--.,.. abttt h tht 
to plq oa, ..a the ftll:.~~llfi f:.~!dra 
4P1n 'Ill aat.,b1lt don tll.tn. 1 Well thll 
Wq 11 dta1pwcl for ohlldl'tn. It liD 't dt­
a1saed for a llxt,r-.llt-aD-II.our auto~bllt. 

Or ti'Ut tuaa or -

!Put tuaa an all rlght1 ~t thla thiDg that 
Oeorp aa14, • bank that llal - what, d..-1 
dtpoa1ta'l It would bt lhdted. Ia that 11bat 
70V. aaldt 

'l'llat 1a what Boaat ~aid, and I th1l1lc that 1a 
0.1. . 

., c1o 70U thiDII: Oil that, Edward? 

I tUiik that 1a a ..,,~ ROod lint of d..roa­
t1oa po11lbq. I don t ""how whether .... Baaa 
laaa ~d lllto it or not, but the atatiatioa 
that I laa"fe bten able to gather illdloate that 
the •tu.l nrlllga bub ill thia countrr han 
bad prut1callT lUI illorMit ill their deposita 
1a toar or fl'Yt JMI'•• whim• the ~a"fi.Dca 
depoa1ta 1a the ~rcial benlta who operate 
MTlJap 4ttlariMah ha"ft illCI'taatd 1- fin 
or a1z bUlloa dollars ill q~ih of the tact 
that htanat ratta haTe bttD rw c1on. all 
tht t1•. I _.., tht illhrea paid. 

Bow would that appq to what •• art talkiD.g 
abov.tt 

I •a to aq, that 11, that I thiDk 1t JOU 
allGif tuat •tual M"flJIII but• to bu;r thtH 
boiMla tbat JOII1dll not bt iD'ftatillg theat 

• 
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tab lato iepotltl tlaat .,.. ....... , lllto 
tu llata, HOUIM theb 4epoa1h &1'1 1111t h-
o ... •'"'• 
Well, I 1a not go!Dg to hold u.r --
I th1Dk 70U ve el1a1natill.l u ·awflll lot of 
I&Yhp that VI oebg llllo tha oo-rolal 
bub 11ho han but 4•PVtM!lt• ud aa1'1111• 
de'DQ'tuata bf aq1q tJaat 70U will DOt &ooept 
a -- that baa a~ 4epolih. 

I aq, lift.. Seoret&r7, •· Eavd poillh -

Ba.t I aa DOt going to hold u.J brief for the 
Etual ~arl.zl.gl ~.. It these gutl-11 
waat to el.1.afD&h thea, I 1a 110t argoillg for 
th•• I aa just arguing for the phllo.Opbf 
that I han got to aillbill before the OOUiltl'T. 
'1'he •tu&l aarlnge 'bullr:a don't aeu & daaD to ... 
I thllllc •• will han a better arguaeDt with the 
o-rolal 'be.Dker 1t 70U llla1D&te thea. 

It 11 all right with •· 

nwute the lll1tuall? 

Tea. 

Well, I d011't thlllk - there i111't a whole lot 
of .01117 - . deposi h h&Yu 1 t illoreaaed --

then 11 juat that trouble 111 vi tllle the rega­
lat1ona. 

That deoialon doem't bother •· .b,loDg u I 
ba1'1 OI'OIIK t ha tirat bridge, I don t 0&1'1 
aboat the next 011e. 'l'hat 4011111 t bother • a 
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blt. 

Tn •"•bate a lot of aGUJ'. 

'l'he tPOubll. 111 about the aa'ri.nge, 7ou teb 
o~ro1al D&nlts in certain 11o£iou ot the 
oo'lllltl'T, like out Wut. There h a tendlllOT 
.ore out there than in the Eut, for IDIIple, 
to oombinl all the .tlmotions, ea'ringe IDil 
eTef'7thing in 011e illlti tutl.on, wber•• in the 
last, fOU han got aore theH atub aDd eo 
on, But 1t rou lean out the •tual •rlDg• 
1nlt1tut10111 aDd put in illlvlllce collp&lliu, 
rou work up another arguMilt. I1 70u 1top 
at the oa..ercial bank• on that det1n1tion, 
there 11 IOIU lnlquitr, but it 1111111 to 111 
that 1e the b11t clean.p line 7ou oould ate. 
It rou start going OYer &Df turther, it D&ltea 
it a little bit - the question is alked ~ 
the insurance oo!llpaniee it the Dll.ltual eaTing• 
banks are out in hl'IU of real savings. I 
would atop at the definition of commercial 
bank•. It is the easiest •topping place. It 
11 not ideal, but that h the n:t it looks to ... 
'lhlll do fOU ban to lake up rour lllind? I ude 
up ., ai.DI1 as tar as c~rc al banka or ban1ta 
that tate deposits are concerned. For the tm 
being, I would ee;r the7 are out. Bow, mtual 
•Tings banks --

Well, it takes aaae tlllle to draft regulatiou 
ad get thea printed and into the band• of 110M 
SOrooo institution•, eo w reaU,. ought to pt 
C01DI• 'l'hat ill the reason I asked tor this 
ocmterenoe. 

Well, if it was lett to ••• I would go on 
Roue' 1 detinl tion. It I had to D&lte up Ill 
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mind1 I_ would do it on Rouse ' s definition. 
Anr bank that &ccepte deposita is out , Is 
th&t right? 

Demand deposita, 

Demand deposita. But I don' t feel strongly on 
it . I db feel very strong~ on the other thing, 
you see. I don't feel strong~ on th&t, Think 
it over, &nd you can coma back thia afternoon 
if you want to on that, D&n. I me&n, if it waa 
left to me, if I had to decide it, I would s~ 
I take Rouse's definition. 

Well, if you give us the decision on the policy 
question that banks generallf c&nnot - will not 
oe permitted to bU1 Series F and G Savi.nga Bonds 
&n.d then we will have to work out some defini­
tion that will tit the case. 

I will leave it to you, I don' t want to -­

And get as many of the aavinga in as we can. 

I don't want to write the definition. Is th&t 
&11 right? 

Yea, 

Yea. 

Yea. 
I will leave the rest to you. 

Now, the question of collateral. We feel that 
the Treasury will have to be protected by some 
kind of coll&teral against lose ot &ny stocks 
and bonds that will be held by the b&nka and 
oaah remitt&nces that they might get in in 
accepting &pplicationa . We thought that we might 
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u..t a fln thousand dollar FDIC l.uuraDoe 
1t 11 ou legalq be done and that ~ United 
fta\ea Sa!bga Bonde mq be accepted ae 
oollatel'&l. 

Sq that OTer again, will 1ou, Dan? 

We want collateral to protect ue against lose 
in thue blllke holding atoolce or bonds or 111 
getting in cuh rlllittancu. It is a little 
dlfficnilt to aalc the blllke to do a lot of work 
tor rou tor nothing and then -aak them to put 
up oollatel'&l to secure fOU against losa. 

'l'h.at il right. 

But we feel there is no w_, out of i t. We are 
t1'11ng to make it ae eaq as we can tor thea. 
First we will see Whether or not we can accept 
five thousand dollar• FDIC insurance, it it can 
be done legal:Q', and we can call the placing 
of the stocks or bonds there the deposit . It 
leut, when ther sell them it gou through a 
depoait procedure, and we may be protected under 
that insurance and Mr. Edward thinks that that 
tin thousand dollar limit probab:Q' would cOTer 
alllost halt the bankl. 

.lbout halt the blllke. 

Well, again, I will lean this to fOU gentle111n. 
Whatever fOU decide on that, I will accept it, 
Dan. Whatenr rou men decide, I will accept. 

Heretofore we have never permitted the pledging 
of ·Unlted Statu Savings Bonds as collateral 
except in a few oases where the Secretary of 
the 'l'rea11Ul'1 is the bond-approving officer, but 
we feel here that we ought to go further and 
allow arq United Statu Saving• Bonda, DeW or 
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ol4 aer1ea, to be pledged aa oollateral, aa4 
110t oal.T thue atooka or bollda that thq h.ola, 
but abo tha depod h in cue they should lib 
to. 

You fellow• decide that. 

And the other eec:ul'itlea that we llight accept 
ue a:q of thoee l'ecelnd in Cil'cuhl' 92 that 
could be put up on the W&l' loan aooount. 

I .. not lntel'eeted. 

We thought we llight pel"'llit the banlta to pay fOl' 
thue arlngs bol!,da fol' account of theil' cua­
to.el'a. ot OOUl'll, it would be for t heir own 
aooount, too, it we allowed thSR - but you say 
that comes out . But fol' account of their cue­
to .. l'l by ol'edltlng the GoTeru.ent'e war loan 
aooount on the boob. Thel'l are acme twenty­
two hundl'ed designated depoeitol'iee and tha~ 
inol'e&aee tr011 ti.u to tlJU. 

Do you reo~nd it? 

Yea. It faoilltatea the p&7m~nt, and we get the 
l'eoord, and we can oall it down whenner we want 
to. 

It h all right with •· 

!be othel' one is a l'edemption of Sel'iee G, 
tho inCOIII bond, at par upon death of an ownel' 
or oo-owner 01' tho death of a:q peraon which 
rooul.h in the toralnatlon of the truat. We 
aald llllOO there was a ellldlt iniUl'&llce ooet in 
1t, and we would proTide that that redeaptloa 
would baTe to be a&ao, or at least the re~e1t 
for rod•ptlllll, would ban to be ade witllln 
four Bllltha after the date of death. 1fe had a 
1111111Mr of people down troa lfew York, Federal 
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Reaern, Ouannt)', In York 'l'l"'lat, IDCl a maher 
ot othera. We wet into the thizut nther thor­
ou.dll:r, aJid the tJpe ot tl'Ua t tha l would be 
atfeoted. The New Yo~ banks figured that the 
maximua coat would be !ive-hundredtha. 

Where ia the deoimal point? 

Fin-hUDd.redth• ot one per cent. Your bond 
7ielda two and a halt per cent, and thia would 
JUte it probabq aaanhere in the neighborhood 
o! .255. 

You ~~~tan it 1e deci.al. 05 or deoiul. 005? 

Decimal 05. Jlr. Rugh haa gone iato it. He 
ia in Jlr. Baas' o!!ioe. He gets a range o! 
ooata, and he 181S that the maxiam woUld be 
. 07 or seven-hundredth• and the llinimm would 
be two, so the ligures are pretty close to the 
New York computations. 

How do 70u !eel about it? 

We think that the coat 1e so 111&11 that it 1a a 
nice provision and will sell a lot o! bonds. 

That is the one the Pr11ident •• intereated in. 
He thought thet ... very n1!t7o 

Dld he? 

<ll, 7ee; he liked that. He aakecl. • a lot o! 
questions on tl'Uata which I couldn't anawer. 
Ra was ney much 1nter11ted in that one. 

Well --

He thought enry tl'Uet 1n the country that had 
the 110ne7 would bUT thea• • 
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Well, •• talked to a IWIIber of butere, at least 
I have, and they are all ney aoh interuted 
in thil. 

But he liked this on eveey trust tund in the 
oountey. 

The people that were down from New York aar 
that thel.P general oounael hea adThed thea 
that thq could not legalq put their aonq 
1n a aeourit1 that the7 mew that before 
uturit, Right be redeemed at something leaa 
than par. 

But thil -

But this proTision proteota them. 

Wondertul, 

And they aar that a ~ot ot money will go into 
it. We are 1n favor of it • 

.lll r ight, I will take it . Whet e.lee? 

That is all I haTe. 

How aD1 queetione did you hen there? 

Fin. 

No, you have got more than tin 70U put up to 
Ill. 

Ho, I bad six general questions. 

Well, you got your way five-sixth• of the way. 

I think the other one will oome along, too, 
later. (Laughter.) 
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U. 1e one ot these tellowa that burrows troa 
within. 

No, I think it is too wide spread. 

I saw it. How did they make up that general 
etat1111ent? · 

319 

Warren gave it up. That ie a regula.r picture 
ot Warren. 

I hope 70u notice I was sailing. 

Yu, that as a good picture . 

the other aatter I wanted to talk about a ainute, 
I haven't been able to find a savings bank man. 
I have had two ot the top people that were 
reo<~mMnded b7 the savings institutions, the 
National Savings iaaooiation, and they are both, 
while the7 are good men, they are kind of rabid 
Republicans, and I have had two more that have 
come in this morning investigated, but I had 
had turther lettera !rom Sandatedt on Smith. Be 
ie tr011 !Nrllngton, Vel'll!ont. There are a number 
ot ottioiala in Washington who aar he ia a t irat­
claaa man, and 70u ouglit to forget the politics 
at this time, that he ie perteotl,r willing to 
cooperate and do eveeythlng he can in the progra. 
'l'hq all reCOIIIIIIInd him Vll7 highl,r • 

Jlao. Bell, I know Mr. Sllith, and he 11 a Vll7 
tine an. 

u. 11? 

Tee. 

Eneybod¥ aqa he 11. There is one paragraph 
that 1&7e the subject ot this investigation 11 

/ 
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IIOt oouli...a .... ot tle ,... ... latu­n...a .... ~ • aba~~~, toroetul peraoallt, 
S. la aald to bi IOIWwbat laottq 1a qlf- • 
ooatlcleoe aDcl to me DO laportint cleolaiou 
or take ~ aotioa without oonaulting the 
attonqa tor the banks. He h aald to ba a 
oaut1oua 1Dd1T1dual who will DOt take an 
oppoalng poaitioa op~ on &liT queetion. Be 
ie regarded aa a harcl-worklng, coneerratiYe, 
t,pioal of hia Venoat baokgrolllld. All the 
reet of the report pnlaee lila to the l1q. 

~· 11'8 need IJI1boq? lbT can't we just ue 
thelr•iaeoo1at1on? 

I thiJik StJllbteclt would probab~ prefer 7ou to 
do that. So would Olinr. Olinr waa one of 
the •n 1n the group. 

I doa •t lmow who the7 are. 

Sandatedt ia the IXIOUtiYI IIOretar;y of the 
.laaoo1at1on, and 011Yer1 I don't know what he 
ia in the 1saooiat1on, DUt he waa da-n here 
with Brure, and thq 1&7 thet the 1111tual an­
lug• banks are probab~ aore oloae~ lmit 
together than ~ other organilation 1n the 
ooantrr, and that the banks will follow on 
1101t &Jqthiug thq get troa headquarters. 1here 
ue a m.ber of banking groupa, but this pretq 
well OOYePI -

JbT DOt ue Suulateclt? 

Well, I like h1a Yl'l'f 1111oh. He loolca like aa 
up and ovmlng rouugater, aDcl he lmowa - Ollnr 
aqa he mow• enrrbod7 in the oountq 111 tha 
earlnga bank field b7 their first IWII, and th17 
all lmow h1a well. 

Well, he 1a tba exeout1Ye aeoretar;y. 
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Belli 

H.li.Jr I 

Bellt 

H.li.Jr: 

Belh 

H.lf. Jr: 

Bell: 

H.II,Jr: 

Bella 

B.K.Jr: 

Bell: 

B.lC • .Tra 

Bell: 

H.K.Jr: 

., ... Ida, 

'!'he ~tf1CIIll.t7 with 'U~ h1a h tllat ~ 
11 pret well t1N. wp oa tu u.tloul h1001&-
tloa •• ll11oh h lll Pldlaclelplda oa the 
7th, 8th, aM ~. 

OtMt? , 
lq • • probabq oould 4o a 11 ttle, but be 
ooial.tla't ao aa •oh &I he could alter. 

Wall{ who oould ao it fra u. UJitil tha? 
1llo I Oll~er? 

OUn!'r I 4on • t baaw 11ho he h, but he b 
a .. th1Dg lll the 1uooiatioa. U. ia heaa of 
one ot the banb. lie ftl aown here with Brllere 
on that oo..tttee. 

WOula the 1aeoolatioa like to take SIDaat.at? 

I ac•t kn•• I alh't alaouu lt. I th1.Dk 
probabq ilrllere would. Bnere hlpq reo sllila 
Wtla, 1114 he abo hlchlT no ada Butbp. 

I ac•t -.at h1a. It JOU ou•t cet a D orat, 
I wala rather take u oftloial oa tile l.aa-leue 
bub aa just b&n hia - clon here to ulp 
u oat &1111 let h1a atq oa their pq roll. 

Sla4ate4t 1• a n..oorat. 

II Jae a n..orat? 

S. &114 Ol.lnr both are Deaoorata. 

Dl4 he wte tor Rooanelt? 
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Bell: 

H.li.Jr : 

Bell: 

F.dnrd: 

Bell:­

Bdnrd: 

Bell: 

H.li.Jr: 

Bell: 

H.U.Jr : 

_,_ 

I a•- 10. Ollnr •14 .. 4o au. that 
two of ua are O.OoNh, iudate4t ana IIIJ'Mlt. • 

What ia Oli~er ' a poa1t1on? 

I dan't know. I oan get it. He ns in that 
llat of people who oae down to see 7ou, and I 
can find out. 

Do 70u know about Ill'. Sal. tb poll tlcal}T? 

Publlo}T. 

I han kn01111 Iii'. 9111th tor tour or fin 7eara. 
Ria bank was one ot the first banks in the 
count1'7 that went out to lno' FHA inaured mort­
gages, and I han ade tor hia bank and hil 
insurance comp&mf in the neighborhood of a 
million dollars of FHA loana, made thtm tor hila 
and aold them to him. He atarted it. He brought 
the other insurance people into the field. I 
have alwars thought he was rather praising the 
Administration. I have never heard him S&f 
&DTthing against it. 

Well, Sandstedt did mention that, that he waa 
certainlf tor the Adm!niatration on the FBl 
pror•• even thougll he was a Republican. He 
wen down the line on that progra. 

Well, 11111 not find out . You like Sandstedt, 
don ' t 7011? 

In, I do. 

I han got to atop now. Wb1 not find out ab.lut 
Sandatedt and see if he can help us along, fOU 
see. I think if fOU can get a Democrat to con­
tact these fellows, I would much rather have one . 
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Belli 

u r.Jrl 

Bell: 

H.li.Jr: 

Bell: 

H.ll.Jr: 

Bell: 

H.K.Jr: 

Bell: 

H.!.I.Jr: 

Bell: 

Edward: . 

Bell: 

Edward: 

H.M.Jr: 

Bell: 

-38-

Sandatedt, of courae, ia inN .. York Cit,r. 

That is all right. 

That 1a one thing against hlm. 

Well, I know, hilt he 1111st know all these people. 

He knows thea all, Ollnr aqa, knows tha all 
by their first IWIII, and the1 all know him. He 
ia well ''quainted throughout the countr,r. 

Would fOU explore Sandstedt? 

Do ;rou want an investigation on hill? 

I think so. .lnd Oliver, too. Who is Olinr? 

Well, I don ' t know Oliver's position. 

I kind of like Sandatedt. He is there and is 
the secretary and must know all these fellows 
by naae, and I should think he could carr, the 
whole Association along, couldn't he? 

I think he could. 

The New York State Association and the Massachu­
aetts State Association practically dominate the 
national. 

Do thef? 

Yea. It is a small outfit, fOU see, and the 
meberahip is largely in New York State and 
JAt.aaachusetta. 

Well, isn' t Sandstedt for the national Associa­
tion? 

Tee, he is an officer of the national Association, 

Regraded Uclassified



-·-
bat ... lclwvd t. polllt h that 10111' •tual 
aa'fiDga banka &1'1 •·tl~ 111 that &l'l&o 
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so• ,.._. 1u1•tur •u 
IPI• Ill'. W •• ,., •· .,.•tter) 
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!!.M.Jr: 

Operator: 

H.M.Jr: 

Senator 
Auet1n: 

!!.l!.Jr: 

A: 

!!.li.Jr: 

A: 

H.M.Jr: 

AI 

B.li.Jr : 

A: 

H.M.Jr: 

A: 

H.M .Jr: 

Bello. 

Senator Auatin. 

Rallo. 

Saoretar7 Morgentbaut 

TaU1na. 

Tbla 1e Warren Auet1n. 

Row-do-Jou-do. 

Allrll '· 1~1 10:51 a.a. 

I'a concerned about the oargoee on thoee 
ah1pa JOU ee1&ed. I want to tell JOU the 
ltOJ:'1. 

Pleaae do. 

I bad a telephone call th1a aorn1ng troa 
Burlington, Vermont, •1 hoae town. We've 
get a taotoJ:'1 there t hat laporte tiber troa 
Mexico. The Arauoa, whloh 11 down at Port 
lvargladea, baa a oarao ot tiber troa Mexico 
de a tined tor Oeraan7 , I th1nlt. In tn1 e'fent 
tholl Burlington people tbh aorn1ng waked 
up with a headache tearing that thla tiber 
would be d-ped on the urltet bel'e and break 
their neclta. 

Well , I'll look into it and l et JOU know. 

Will JOUt 

I' l l do that. I' ll get right attel' it. 

Well, that 1 a bullJ. ISa7 1 thel'a 1 1 ot COUl'll 
a queat1on ot pol10J involved in the whole 
aet-up ot oargoea throughout. I don't ltnow 
whether aft1bod7 baa reall7 deteralned on 
that poliOJ or not . 

It the7 bave I baveu't beard it. 
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A: 

R.M.Jr: 

A: 

H.M.Jr: 

A: 

- I -

Yeah. Well, 1 Wilt to know Wbat 1 aa 
propel'l)' enUtle4 to lmow ana no 110re but 
••••• 

I'll let you know •••rythlng that •• get on 
it. 

Tb&nk 'you eYer ao muoh. 

We'll 4o it proaptly. 

Thank you. 
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B.M.Jr: 

Jet•• 
Jonu: 

H.M.Jr: 

J: 

B.M.Jr: 

J: 

B.M.Jr: 

J! 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

B.li.Jr: 

J: 

R.M.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

Bello. 

Bello. 

Apr11 :J, 19'1 
11:00 a ••• 

Row are you, Je&ee? 

PrettJ good. Row art 70ut 

I'• tint. 

Rave a niot vaoationt 

'fer, good. 

r1ne. Vtll, I ran 1nto - I d1dn 1 t bavt qu1tt 
aa good a one aa JOU but I'm better tor 1t 
neverthtltae. 

Bad weather? 

A llttla bad weather, Jtah. 

Ob.. 

Vbat'e tb.e neva w1tb you? 

Vtll, I waa talking w1tb. Dan th1a aorn1ng 
and we'd klnd ot like to borrow aoae aontJ 
tor JOU next week. 

All rlght. I'd llke to ••• JOU eoon. 

All right. Vb.tn do JOU want to do 1tf 

Vtll, I'd lUt to tte JOU at aoon aa I 

Vtll, 4o JOU want to do 1t toaorrow 
aorn1ng? 

Tbat would eult •• t1nt. 

What'• a good t1at tor yout 

lul7 t1ae that you aay after 10:00. 

oan. 
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11.11.Jr: 

J: 

H.M.Jr: 

J: 

II . M.Jr: 

J: 

- 2-

Well, 11''' ta7 10:15. 

10:15 ln ~ •orlnc. 

To•ol'l'ow .ornlng. 

0.1. 

Tbank JOU. 

Good-b;re. 

Regraded Uclassified



H.M.Jr: 

Operator: 

Leon 
Hendereon: 

H.M.JJ"I 

B: 

B.II.Jr: 

B: 

H.K.Jr: 

B: 

B.M.Jr: 

R: 

R.II .Jr: 

R: 

H.M.Jr: 

H: 

H.M.Jr: 

R: 

Bello. 

A-.1.1 ,, 1,_1 
UaiO a.a. 

111' . Leon Bell4eraon oalllns. 

Ballo, BeDl'J. Thie ie Leon. 

Bow are 70ut 

I '• in Ye1'7, "'1'7 sood abape. 

I vae aeUng about J OU th11 aoming. 

Well, I'•• been prett7 aot1Ye. I oalled 
)'OU late One niSht JUit ae )'OU were about 
re&47 to l .. Ye and t tound 7ou were eo 
treaendoUal7 bUIJ I tboucht I'd let JOU set 
ae auoh tun ae 70u oould. 

Good. When U I C01ng to Ill 7out 

Well, I oan drop in t~l afternoon. There 
. are a oouple ot thins• I want to tell 7ou 
about, or aake it at JOur oonYtn1ence. 

Well, I oould do it a little bit better 
t01101'1'0W aol'D1ng. llev an 70u tixed 1n the 
aol'D1nct 

Wall, I'a so1nc to ba bu17 until about 
noon. 

Wall, let ae juet - will JOU hold the wire 
one IIOOndt (Pau .. ) Bello. 

Iou cet up 1&1'17. don It JOU, 1n the aom1q. 

lura, I gat up aarl)'. 

Well , I aaan, wouldn't 70u want to coae here 
earl7 toaol'l'Owt Are J OU boolr.ed aarl7 toaol'l'Owt 

••• Yl1'7 earl7. I' a bOOir.ed aroull4 9: oo 
o'olook. 
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H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

!!: 

!I.)( .Jr: 

H: 

R.M.Jr: 

H: 

H. I!.Jr: 

H: 

- 2 -

Ob. Well , that'a t oo earl7. What are 70u 
doing at 2:J()t 

Todar? 

Yeab. 

I've got an appointment I oan ohange. I'll 
come in there at 2:30. 

Suppoeing )'Ou do that, Leon. 

All right. 

2: JO. 

And ia Stephana on the phonet I want to 
give rou mr priYate numbera. 

No, nobody ia on t he phone. 

Well, x'1ll give them t o )'OU thia afternoon 
t hen. 

All right. 

All right. 

331 
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TO• Seoret&rJ llorsenthau 

FIQII llr. SUJ.linn 

!'"!"' 
.lpril 3. 1941. 

SUBJECT• Conterence with Congressman Doughton at )•00 p.a. 
~aent• Secretary llorcentbau 

Congrea- Douaht<lll 
llr. S"OllinD 

It waa agreed that a -till& abOQld be held Tlleadq 
April l~th, at 10100 a.a. Ill'. IloQcbtcm 1e to b~ ane ar -
nmocratic Mllben at Ida ~ttee with bl.a. There 1a to be 
no publicil;;r aboQ~ tlda -tins· Ill'. Douaht<lll aa1d be thoaglrt 
Setl&tor Oeorp waa la&'ling in a dq or wo aDII be had -
doubt u to 1lbell he would return. ,.,. Secroetar:T unci .. to 
get in toudl with the Senator. .,.. I oalled b1a ofa.oo, I 
le&n*l that he waa on the Floor and I thoucbt be lli&bt be 
lenin& tcmigbt eo I 1l'8llt ewer to talk with hia. He 1a 1~ 
AprU lOth and will be gone untU tiM 24th. lie eaid it -.J.d 
bo possible for hill to ca. bad< oo the 15th, but it would be 
very inoomenimt. Be &leo said he had hoped that not~ 
would be done untU near the end of the month, beoauee when 
Setl&tor llarriaon read about it in the papere, be would llloely 
get reeUeas and - back eooner then be should. It w are 
obliged to hrfe a ~~eet.inc before senator Harrieon retunw, 
Senator oaorp aqa bo t.hiDkB be ebould telephone tbo Senator 
aDII reuwre h1a at the 'CIIWq)ortan08 at the -tine. I q:reed 
to oal1 Senator oeorp t<:aatOII attar telkinc with the Seeretarl'· 

Senator Gecrce mt.JJuiaatieal17 apptond 11r. Dlu&)rt.oo '• 
augceaUoo that ranJdnc Alpubli-' .-~>ere aboW.d be inVited to 
eubeequent DQ~~!erenoos, but tMt they should not attend the a.ret 
•eUftc. 

Seftral I>8'WIIpep8 ........... teJk1n& aDII Senator George 
end I •creed to tell t- -r oall was 01> • purely pereOD&l Mtter 
and thet there was no dieC'CI8aicn of taxee. 'l'be1 tried to cet • 
to - the elate on which I tboucht tha oonterenooe ~ etart 
and I told U.• 1 was unable to )lelp t-· u I latt, ll1lcll n;,m, 
newspaper _, walked to the door with M and 1 explained that 1 
.... merely rePortinc to s.netor oaorc• Cln • pareonal •tter be had 
aeked me to look into for bl.ao 
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111as Chauno.,. 
4-1-~ 

) 

Photostat o1' incoming lot tor and 
carbon or repl.7 sent to .ACloiral l'aesche. 
Original o1' 1ncoa1ne kept in SooreU>.ry ' s 
ort1oe • 

.n 
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&plll, 1Ml • 

., ........... u.t. 

J .. .,....u, tl•••l te r~t~lft ,._ 
htw •I .... 10, cap ual'll 1 r':tl• at 
tM ...n .. II ..... -- ...... lltiUal .. -... 
_, -- tM .... , ttl ..,. ·- 1a n.lla at.. 'r tM eftl ... .a Jl" 1 nl at _.. C.Ut 
e..tetau .. at Jan 'n'u' '• u1 Ill&. 

t .. ~"- wlU, u rn llrMh \a ... a ,.., et tiM eftl.W rnrla If _.. anlt~n 
iltrl - l.lt1'-l ..., L. ltl•n•• 1 "•I 
u.. Jan Letllltl'lall ""• _. 1.1•'-' L •· 1111.,, la a ad ef _.. lllJEl ill' ltatlaa. 

~~. 

IMHtarr at •• .,..._,. 

Copy to Mr. Tbompaoo 
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.................. 
I ;r ,t•tl¥ J'nul M r...S.w ,... 

~..:f .. , .~J:!'I~.~ 
-' ........... , ......... la nrr'h 
..... - .. tift ...... ~ IMl ., ....... 
...... ttiaU.. at '"" I Filii !e ... .-, 

t .. letw wlll, • ~ llrnk._ ... a 
J8l" t1 tM eftlelal rauult fl tile em .... 
ir111141 - U•'-' ,_, I. fttsen, r ~'111 u.. '"" 1 ' ?de w., _. Llszt -t L P. 
lllleT1 Ia a 'ef U.. ._ ilr Mattea. 

1M Jlullrt, 

a.auelsns. 

lal~. 

(J1cut) ••• ,_...._ h, 

la••tm7 ef .. fl I Ujo 

IIJM I 
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Photostat to Kr. Gaston 4/1/41 
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1111f ..... ........,. 

llutlll • tea - ~ lD Pl01'14a .. ten Jaet 
OOIIIIllted, tile OMit Claal'll ltltloaa at pt. Lauderdale 

111111 Ill.& I , .. e lllllllt aDil oahtlllldlng eei'Y101 

to tbl '"...._Ual Dlkot:not, -ehtlftll ot the 

u.s.a. IO!C*&O aDil v.a.s.IIIIOI. I •ake parttoular 

reteNDII to~.....,,, IOOafttl aD4 tnquent 

natbll' tos"nutl tai'D1111e4 bJ the lllat etatlon, 

the ·~elllU- bllldlllll! ot lhlp-llbore c_,lca­

tlona Nli!JIIl I:M a • tble atatloa, aD4 to the 

exo•""'"-'{ etfteleat bartlo:r HI'Yloe ren4e1'14 bJ 

the .... "· ~ •• 

I bill.,• the pe:rtor.ance 4eecrlbe4 ln the 

tOJ'IIOllla .......- l'ltleote g:reat cre4lt on 

Llea'-t-hrir L. ltln-, u.s.c.o., c0111nlln41~ 
the rt. Lawllrdele baH, OD Lieutenant Jt. P. llal1J, 

1n obaJ"88 ot taM lll.-1 atatloa, aD4 the pereoMel 

ot. thlll' ~apiOtl•e 0 ndlo 

It ll ....-eted tblt a 110p7 ot thle letter be 

ude a DU"t ot tale otnolal I"'IO:rda ot the &bo'll 

~~..c~ otn ...... 

• tile I IF !Qe, 

.. .......... ot - '"UUJ• 
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_.a ..... 

., ..... ~. 
I AJJ4III.tk tM tlllspu-1-

UII ef •• .. .ul, b ......U.. 
to - - ••::tt! IH il tile -
~~r#~111,_w~!!rd!.~ 

n- .... ., w ...... 
llld•• 111r ttsz>r Ul a ~ala 
ef 111r IfF ulaU. et tile .,.n • ..... ~. 

(8fi!De4) 11 . ........... .. . 
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ApU •• 1161 • 

., ....... !Wdal 

I l.ii1111''- tM tM>rpu.l· 
uaa ef ... GIIIIPe!dll 1s ~ttatla& 
to • u •w~ aet If tu 

1t!l~.r =~~-uf.-~,~!~' 
P1eut I • .., W tM hiM 

~·- .., tltnh Dl • u;r••d• 
of _, anreeiaUe of tM pft. 

Sluuoe]T, 

(lfpil&) .. ..... • ... 

., . ...,.... •· ...na, ldu.k ... , •• , c ... 1 ... 
•••~~t•• •. c.. • 
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., ...... ...u. 
1 &JJ!! •• ,.-. .. ~·u.l­

.... et .... Cllllr.ul la P-•--u.a 
to • • atopbd 11t Of tlat 
UalW punta\laa elltl• of ~ 
.... lMrftP - u. w ..... "-· 

n ... wu•4 to tM !P!M 
Jl1aUW., •wh illl u ~l• 
of ., 411 ••latiaa of tu &U'\• 

a1Merel7. 

I~) L ••cwtll • Ito 

.......... ...u. 
Jrltl* .. r'u ... c •••••• 

. ......... c • . 
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lith the Prime Minister 's compliments. 

•• 

• 

Regraded Uclassified



• 

IO,I Io ......... 

..... H . 344 

11th March, 1941. 

~aear9~ 
The Prime Minister says 

that Mr. Secretary Morganthau 
is a bOOk collector . 

He has also heard a great 
deal abOut Mr. Morganthau, who 
is looked upon here as one or 
En&land ' s most tai thtul friends. 

He! therefore, hopes that 
you will nduce Mr . Morganthau w accept these volumes. 

;;~ J'.;_~ 
~~~ 

The Right Hon. A. B. Purvis, 
British Purchasing comanssion, 
Washington . 

• 

I 
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Deer Henry: 

EMIWISY 01" THE 

UNITED STATU 01" AMERICA 

London, England, April 3, 1941 • 

345 v 

It was thoughtful of you to cable me et Lisbon{) -1 o) 
and I appreciate very much your good wishes. 

$inca I arrived in London a couple of weeks ago 

life has been rather hectic . I now have a member or 

my staff covering each sub ject end I f i nd it more 

possible to think again. The work here is useful end 

of course intensely interesting . If there is any 

infor mation that I can give you, or interpretation of 

the s ituation here, please do not hesitate to call on 

me. I am 1n touch with everyone, from the Prime 

Llinieter down . 

With my regards, 

Sincerely, 

,.. v. 

The Honorable 
Henry Morgenthau , Jr., 

Secretary of the Treasury, 
Washington, D. C. 
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THIE -1ft H OUac 

Steel ••• o • o • 

Iran rob .,., vir • 
rtre boH ••••. 
Boot .,., hom fteel 
Acrlc:ult ural UJ>1-u 
lloa4-lr~1141ac equJ.pa•t 
lltrateo 
PhoopbAte rock • o • o 
Phoopbateo 
Mi oc e11aoeouo equ1paeat 

W ... HINOTON 

$3,000,000 
750,000 
100,000 

70,000 
1,000,000 
1,5()0,000 

500 ,000 
25(),000 
50(),000 
2JO.QQO 

Jt}n l)v. 
346 

Vlth1a t he total Alllount ot coa::ltcento el>oTo aut~oor1<14, necoo0ftl7 
o!aor ad.JuotaiDtl Mf bo .ado botwoon t ho 11:10u:>to ~pocl!hd for t ho 
Tartouo art1c1oo. 

l o t actorl11 , quartero or ot hor bullclill(;o, no h1&bfaT• or other 
1aprOYt:lnte t o r.al eeta t e , and uo "OW"~haee ot real eet;lte or la:td 
t ball 'be •l• out or t h••• allotoH£te or an:~ future allotomte f'roa 
tho appropr1atlou proYldod 'bT t!oe "Dotoaoe Ai el 5u;>o•1o:mtal ~ro:;or1-
M l on Act , 1941,1 without wec1!1c avcrOT01 b)' : o ln eoch !r.d!Ylc!wt.l 
C&tl. 

7ho Bonora"blo, 

Tbo loe rotazy ot t ho ! reo..r,r. 
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ll!lif All d!uma .: • --

~d- ........... ..,.. 

.......... 
7FIII I IW 

AP11 3 .. , 

UDder tile pnfta- ~ • .t.ot eUU.S "AD .tot too rr-te U. 
l)o!an .. ot • UlliW "-'-"• 'W coed lltrob U, 1941, I ~ ...,. 
u. tollowq aUot..a\8 ot flata to tM a-.1 Mplr'-te ...,. .,.._ 
e1 .. Uot.d belGir fli'Oa U. .,._..Jr!At.iana JII'CI9WIId 111r U. -Dar- .Ud 
Sllppl•-\81 1\j;toprla\iaa .t.o\, 1941•, ..,., eNd lllrob :n, 1941, •• 
toll,.., 

WI IR411111f 

01 
2 

- aDd w 
2 

1 atorea, -.pplloa, 
8Pift plll'to, aDd •torialo, t.J.•UIII _, 
1114 • I Uoo ud "1-\8 U..~ • , ••• t 1S),4?0,GOO 

.uronn Uld aoranaut.ie&l •tol'lal, 
ineludilll ~-·• lj)U'I parte, IIIII 
aeoeaeori.ea • • • • • • • • • • • • • • • • • • 

hila, -l'lld can, aut.-.biloo, trwlkl, 
and otbor aut.-.u.,. ftldcloo, IPU'I plll'\80 

and aeceeeon.. • . • . . . . • • • • • • • • • 

KlanllN 1w 11111Wr7 ~t, auppll.oa, 
Ind. - t.erSala • • • • • • • • • • • • • • • • • 

hoU1U11 ed ~t, tor • -
t&et.uro or prodaaeUon or <lat.,..• arUolla, llir 
eonatnet.ion or aeqoaiat. tion, 1Dcludilll U. 
&CC1uii1UOD or land, ...S U. ain~ ...S 
operation ot .acb tae111U.a IIIII -.1~n\ • • 

1119, S8S ,GOO 

90, 7fn ,OtYJ 

l? ,OtYJ,GOO 

8,0t1J . Ot1J 

row, 11ar ~ ••• • • • 2 • • • • 948,822,0t1J 

Ol'dllanft ...S 01 0'1- atoroa, npplioo, 
&pore plll'\80 IIIII •torlalo, 1Doludi.JW _, 
and .....Utlon and ec~ ~DIDW Ut•reof • • • • • 

.uronn and -Uoal •torialo 
1ncl1M11aw .,..sn.o, ..,.... parte, ...s 
aec•aeoriea • • • • • • • • • • • • • • • • • • 

• 

?3,56),0t1J 
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Total, .... Dlplr~ ••• • • • • • • 

D''"'! WM1!PT 

qriOIIl wnl, iDIIIIIItrlal, and otiMr 
c~ tt.•• ADd artt.ole• • • • • • • • • • 

qriOIIlwnl, 1DIIIIIItrlal, ...& otll• 
eo- d. \lee and wtt.o~• •••..•• 

Ckend 'lbUl • • • • • 

• • 

• • • 

• • 

u,OOQ.OOD 

• 12),54),000 

11 t ]0() eOOO 

Pl- &JTtiiiP tw U. •n••'7 treaer.r. ot tlulda and edrlM tJie 
dopar-IA ...& e..,o1ee oo•.-t~PC~ ....., Ude 11M """ ..,., 

The Honorable, 
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DAft April 3, 1941 
Secret ary MOrgenthau 

,..,w o. S. Cox 

Subject: Coast Guar d Cutters. 

}Jr . Hopkins asked me to get up e. letter of 

authorization from t he President to you on the Coast 

Guard cutters. 

Annexed is a copy of this letter of author-

ize.tion, 

Regraded Uclassified



»r clear J&r. S.oretu1 1 

Connltation having b .. n bad with the Chief 
oi l anl Operations of the I!&YJ ana with the Co::u.nclant 
ot the Coaat Guarcl, I tlnd tbat t 

( l ) The cleien .. of the United Xingdoa i a 
vital to the cle!enae of the United St&tea; 

(2) Sections ( and 7 of the !ot of Karch 11, 
19(1 hAl't baa oo.plled wi th b7 t he DI CUS&'7 &! t"eelUnt 
on the ~t ot Ria !t&JntT' I OonM!IIInt in the United r.tneao.; 

(3) It oro:Ua be in the intere:sta o! our 
national da!ena• to trana! er the datenae artielea aet 
rorth i n tho annoxed eoh.dule. 

351 

I therG!Ore authorlne rou ~d1atel1 to make 
the t r anafer to Hia i ajeat1'• OoYern..nt in the United 
i..intdolll of the de! ana a artioln u t forth i n the ann n ed aohedule. 

I '!Culd appreob.te it it 7011 would arranr;e with 
the Chal.JoMD of t ha Brltlah Suppl7 Co1.111ell in Harth 
.Aaor loa tor ~ tilu, l:lottW, and other detaila ot tha 
dlapoal tloa. 

Ttr7 einoertl7 ,ourt, 

'l'ht HoDOrable 

?he Seoret&r7 of the !Joe&IW"1· 

Regraded Uclassified
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April 3, 1941 

To : Seoretarr lbrgentbau 

From: 0. S. Cox 

Subject : Shipments to the Yiddle East 

For your information: 

llr. Hopkins asked me for some ideas about 

the shipment of lend- lease articles to the lliddle 

East. I pointed out to him the possibility that un­

documented Arm:[ and Navy vessels might be used. My 

tentative opinion was that this could be done without 

violating the Neutrality Act. 

Mr. Hopkins mentioned this possibility to 

the President, who is interested in it and wants it 

explored some more. I am doing so now. 
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'l'o: 

:rrom: 

The Secretary 

L!r. Young 

.a;pru a, l9U. 

Ther e are being forwarded to you today the first 
British requests tor material pr epar ed on the new tora 
WRequiai t i on f or Def ense Jrtioles (UDder t he ~ct ot 
CArob 11, 1941)• . 

Henceforth tlben material oollling within the purvi ew 
ot tbe Treaaury Department ia inTolTed, these requisitions 
will be sent to you or to your appointee w1 tbout s 
covering letter . In all instances a copy will be routed 
to Kr. ~illiam s. Knudsen, Di rector General ot the ortice 
ot Production Management, tor bis general information. 

Ther e is also attached a copy or a letter trom 
htr . Arthur B. Purvis, Chairmen ot t he British Supply 
council in North America, to Yr. Barry Hopkins, in whi ch 
ar e contnined t be names or t hose officers ot the var ious 
Brit i sh wtaa1ona tlbo have been ortioi slly nominated as 
signing otficera w1 th r espect to tbese requ1a1 tions . 

At tachment.. 

Notes On April 8r4 the Secretar7 eaid that 1n the future 
lllr. louq 11&1 route tbeee requ1Ht1one to Kr. Mack, 
Procur•ent DiYbicn. 

• 
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CONFIDElftllL (To Keep You Poeted) 

April S, 1941 

To: The Secretary 

From: Vr. Young 

Re: Activities of Colonel Donovan 

Colonel Donovan called me yesterday afternoon 
to find out what was going on. I advised him that 
the British and Greek representatives had gone over 
the list of available goods Which Donovan had given 
to Purvis and that requisitions for particular items 
would be forthcoming within a day or two. Also that 
a very large proportion of the list would be re­
quested by the British for the Greeks. 

Colonel Donovan asked me to advise you that he 
was still working with the lo!Aritime Comiuion, and 
that he considered he was making progress. 
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.................... 
tll11 ..., • ac :rou a111P14 \be tell.ov111c wn: "' 

Mr. hlll't'U &114 .. , 111>4 &lkl4 \o ban &I IIIICh u po1olllle 

oo~tpleh4 111 UM for a ooafel'eiiOe a\ 10115 llo1141r,T, AprU 71 

l. Dlt....U. for 4et ..... ooDti'&Oh al4e alDol J~ 1, 

191!0, \be .n ... t \o .tdch nob ooati'&Oh ...,. OODCatrah4 

1D a fw cGIIp&lliea, 

2. h~1 a tabl>latloa ehovillc tor U.. 7eara 1939 aD4 

l')llo \Ill followtnc 1Dforqtlon for u IIAil7 co!lpelllea u 

po11lllle, CJ'O'IIPI4 illto OOIIP&Diea aalc1JIC IRIIlitlona &D4 \boll 

not ae!dDC -1\lona .,.4 &lao ll'O'OiPM b7 1D4utrieaa 

a.-o .. reoelph 
a.-o .. opar&tllll profl h 
!otal l xpelllll .._ 
hllaral taua 
Ot!wr tau• 
••t prof i t to oo.eon 1toctbo1dara 

J , lh47 \be etfeot \be UOIII proflh tax vUl. haft 

oa 00.._...1 Mld.llc -u1Du. 

II. Dr.n a leUar 11111 iallle to lie ''"' t o the OoftrllOn 

of \be IUJ liaha, ohallacilll th• io follow \he 1114 of \be 

leor1t&r7 of the !N&IIU'T 117 1e11111ac eeCIVol'1 UH that are 

t'oll7 \tillable. 

!be &11oft 1a nM1Ue4, u r~te4, tor 70VZ l~o..-

ilea &114 for oorreeUoa lf •-•a&rT• 
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Treasury Department 
Division ot Monotary Research 

363 ./ 

Da te ...... - .• Anr.1l ..• 3 ... -·----······l ~ 1 
o: Secretary Korgenthau 

rom: Kr. White 

British renort on Oersan AYiation gasoline 

1. 

2. 

3· 

4. 

0 

\ 

Oeraan ruele are or good quality 
ranging rrom 87 to 94 ootane. 
Teohnical characterietica de not suggest 
a shortage or ruel. 
Tetraethyl lead content is high - - but 
ie not a s high as the maximum allowable 
under u. s. military specirioationa. 
Weaaeraohmidt samplea have a high pro­
portion (4o% by weight) or aromatics. 
Composition baeed on natural and synthe­
tic gaeolinee or mixed octanes. The high 
proportion or arosatica ie probably to 
1m9ro•e perroraanoe, rather tban to oon­
eer•e stooke. 

IIR • 11111 TE 
Branch 2058 - Room 208 
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BIU T I Sll lllli.I.SS I , 

USiUJoTal, D. C. 

l&rcb )l.et, 1941 

•1tb raferenea ·t o ~ l atter of 
Deeaaber )I'd, 1 eel- 1\lrtlllr Woratioo eon­
t&lnlcl 1D • tlll&ra.a f1'0II Sa AD<traw .ltp>ew 1D 
r.prd to tha qll&l.it7 ot Caran a .. 1et1on caaoane. 
•• ba .. a44ec1 to the ••aac• troa London eert&iD 
oot.e (the a tt.ehed MIIOnndWl) wbieb M¥ bal p to 
brillc wt the aitp>it1CIIlee of t.ba t.le&raa. 

• 1tb kind reprde, 

Ioura a1Deerel 7, 

(.l. D. ll&rris) 

Dr. llarr7 11dt., 
Uoitlcl States TNIS\11")' Daput..ot , 
hebiJI&toa, D.C. 
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'hat Ill', J, :1. Oo,.. has 'Mea IIPP01&te4 1'1-c lal 

Attaobe to the C.....U.aa Lepttoa. 
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COIIFIDE!Il'IAL 

lllLl'l'ARI Dn'ELUOENCE DIVISION 
WAR DEI'ARl'IIEIIT 

Washington, Apl'il 31 1941. 

SUPPLDIEIIT TO 
AiR BULLETIN 

No. 17 
0-2/lSJ-314 

The information contained 1n this aeries of bulle­
tins will be restricted to i tfllils fr0111 official sources 
which are reasonably confirmed. 

This doc\llll<lnt is being civen an approved distri­
bution and no additional copies are available in the 
~Utary Intelligence Divisi on. For provisions govern­
inc its reproduction see Letter TAO )50.05 (9-19-.40) 
11-B-U. 

TACTICAL AND Trei!IIICAL TROIDS 
Novamm 1, 1940 - JAtiUI\ilY is , 1941 

INCLUSIVE 

CONTENTS 
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De- icing Installat ions 
Time Bombs 
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Dive Bocbing 
Situation o! Bombardment Fields 
Bomber Tactics 
Fighter Tactics 
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a. 
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c , 
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Bomb Carrier !or the We-109 
Bomb Fuzing and Release Gear on Ju-SSA-1 
Anti-Personnel Bomb 
Landing Characteristics of the Ju-88 
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Artificial Scoke Banks 
Rumanian Gasoline 
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CON'l'EN'I'S 
(conclUded) 
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2 . GERIWlY (continued) 

h . llica Used in Spa.rk Pluco and Condensers 
1 . Armament on the l!e-llS , llo-1101 He-lll, Do-l?, 

and Ju-88 
j . Bomber and Fighter Escort Tactics 
k . Low-Flying Attacks on Airdromes 
l. German ViOIT of Phases or Attacks on Great Britain 
m. Dive Bombing Tactics 
n . Dayll.ght Bombing Effort 
o . Geman lloDbing Equipment 

) , ~ 

a . Types or lloDbs 
b. Tra1n1ns of Filets 
c , Pilot Strength 
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l . GREAT BRITAIN 

range . 

a . Wellington B 1/J 5 Bomber 

This is a red.esign of the \iellington IV, nth increased 
Its characteristics are as follows: 

(l) General 

Gross weight: 45, 000 pounds. 
Crew: 6 men !or ~· operat.iona; 5 for night. 
Design altitude: 15, 000 !eot. 
High speed: 27.) llliles per hour at 15, 000 feet . 
Rorsepowe.r: 2 x 1.300 !or the take-orr. 
Tal<e-of! distance: 13?0 yards over 50-!oot obstacle. 
Propellers: Hamllton ~omatic full feathering, 

(2) Armament 

Twin . 303 guns in ~he nose turret in front of the 
bombardier; 

Four . 303 guns in the tail turret aft of the stern 
post of the vertical !in; 

Twin ,303 guns in the turret in the upper center 
fuselage; 

Twin . 303 guns in the "gymbol" mount in the bottom 
of the center fUselage. 

(:3) A=un1 tion 

Front turret: 
Upper turret: 
Lower turret: 
Rear turret: 

(4) Banbs 

1, 000 rounds per gun. 
600 rounds per gun. 
500 rounds pe.r gun . 

2 ,000 rounds per gun. 

Designed !or a weight o! 7,500 pounds. 

b. De- icing Installations 

The Air l.linistry has decided to utilize full de-icing 
installations for aircraft, leaving o!! all cable-cutting devices . 

CONFIDENTIAL 
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The Br:i tish did not hold secret the technique used by die­
posal equads in tak:ing the sting out of tiM bombs , with the result that 
tha Oennlltls are changing meehanims and code colore . Today • s method of 
disposing of a bomb may tomorrow detonate a boob that appears to be 
similnr . 

d . 

is concerned. 
insignia. 

Air Force Officer Personnel 

The Royal Air Force is self-contained insofar as personnel 
Even medical orticers wear R.A.•"· uniforms, with special 

The Air Force has t.wo 1'llnd&l:lental policies in choosing 
ccxmanclers of combat units . It places in cOII:Iand men yoWlg enough to 
lead their units in action and stand the pllysical strain of continuous 
air operations, an<! it gives cOI:li>Uodera ra.nl<a cOIZiiOensurate with their 
dutiee and responsibilities. 

The R.A.P. takes into its regular establishment only 
enough cfficera to cover the attrition rate and to provide hope to the 
many temporary officers who rtant pennlltlent caonissions . 

Before the war, policy dictated that all officers be 
pilots except officers assigned to the equipment branch, medical officers , 
and chapl ains . Since the nar begsn, an administrative ard special duty 
service has been created. 1"he officers in this service are temporary, 
and they are not pilots . 

Combat units have first choice of officers. The regular 
officer corps is about 1,500 strong, as it was before the war . 

e . Attitude of .trsr and llavy Tomrds the R.A .Y. 

The British do not believe in s1.rict unity of coc:aand 
except in unusua1 cireunstances. High orticials of the Arr:r¥ and Navy 
realize that aircraft oust be under one ccxmand for the purpose of 
asnurine maximum effect upon those Objectives whose destruction will 
have the ueatest effect on the outcome of the war. Air Force officials 
realice that there is a definite requirement by the ~ and Navy for 
a f orce of suitable aircraft to be assigned to each of· them, both during 
peace and during war. The Chiefs of Start of the~. llavy, and Air 
Force agree that the creation of a separate Air Force in Great Britain 
allowed proper organization or the country ' s air effort to suit conditions . 

f. Dive Bombing 

mule dive bombing has not revolutionized tactics, it 

COliFID!llrfiAL 
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hu had the following effects , eccordi.nj; to the British: 

(1) It has enabled mechani&ed torcations which have 
broken thro1J8h to progress in spite ot improvised opposition thus 
providing a spoedior substitute for artillery. ' 

(2) It has demonskated its nbility to destroy pin..point 
targets such as bridges, r ail""¥ embankments, and the like. Disregarding 
accuracy, however, its destructive power is the some, weight for weight, 
as that of other bombers . 

(3) It has not demonstrated ability to clear the way 
erteetively for rapid advance of ground unih unless combined with artil­
lery, except in cases of exploiting a break- through or acting against 
troops of low t10rale . 

(4) It· is not overwhelmingly successful against cood 
troops well entrenched, but it can decrease aaterielly the cobility of 
good troops in the open. 

(5) The effect or dive bor.lbinc on oorale wears off after 
a tice - thnt is, \Vhen troops become accustor.ted to it. 

(6) Success for the attncker is in inverse proportion to 
the training and morale of the enemy aaninst v:hich dive bombing is 
employed. 

(7) Dive bombers are vulnerable to attack by fighters 
and to light antiaircraft fire from tho gx-ound when such fire is well 
directed and sufficientlY great in volume. 

(8) Dive bor.lbing cannot be e:nployed in first-class war­
fare without attainment of at least local air superiority. 

&• Situation of Boobardment Fields 

Boabnrdoent fields aust be situated in areas protected 
by fighters, regardless of ~ defense . 

h . Bomber Tactics 

In a ttacks on two air fields in Occupied France, the 
following tactics were employed: 

About 50 planes made tho attacks . In each case the first 
wave of about 25 pl anes Ilevr over the firs t field at an altitude of about 
13 000 feet attractine searchli&ht• end antiaircraft fire . About five 
mi.~utes lat~r the act~ attack took place 1 and the other. 25 planes 
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dropped bombs frcoa an altitude of about 1, 200 feet, On the second field 
the sa::te tactics were used ttith the waves reversed - that 1s those 
which originally dropped bombs took the high altitude approa~h and the 
other wave dropped bombs at the lower altitude. 

1 . Fighter Tactics 

The Br itish fishters fly at a hoicht of about 4:l ,000 
feet . The leading section of each sq<tadron usee the Vic .fomation in 
echelon and stepped up; the sections which follow are also stepped up . 
The last section, considered the rear guard, flies an S-shaped course 
at richt anGles to the general richter course . 

This upper rear guard , whose purpose is to protect the 
other fi&}lters while they attack Gercan bombers , infoms the fighters 
if tho Gerc3n escort f18hters are attacking t~; it also attacks 
Gercan escort. If British fighters are weak in nuobcrs, the rear guard 
can only try to intercept and divert the Geman fi&hters . Generally 
when the rear guard attacks the German fi&hters, the latter bre~k up 
their fomations . 

The other British fi~htcrn, which h3ve Geman bocbers 
as their objectives, must not become diverted or mixed up in dog fight§ 
with the German fiehter escort, 

If there are sufficient Eritish fighters , the' attack \he 
German bombers one f or one, observing the followin& rules : 

(1) Fly on the saoe level . 

(2) Avoid gettin& inside the Vic formation to prevent 
cross fire . 

(J) Head directlY !or the boaber froct the rear or on 
one quarter . 

(4) Fire in short burste of about tlfO seconds tc 
conserve ~unition . 

(5) \Then the attack is cocpleted, avoid turning up and 
awey, as the bearing chanees little and the Oeman bomber is given an 
easier firing problem; turn down and gradually a""Y • 

(6) If attacl:ed by Oei'II\SI\ fiC)lters , turn away sharply 
nnd let the fighters go by since the Gonnnn fighter is not able to 
turn as sharply to the rieht or loft as the Dritish Spitfire; after 
turning away, turn again and attack the bomber . 
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(7) lD the ear~ atagea or attock , neftr steer a ot.ead7 
courH or keep at sue levelJ 1t ant.1aireratt burots c~ near turn 
oharp:cy at once, but do not clive, ' 

!lMics. 
(8) U Britieh tiahtero aro interior, nibble rrca t.he 

2. OEIWANY 

•. Bomb Carrier for the l.!e-l()C) 

Four 50- kilogram horizontal bomb carriers are mounted 
on a cantilever t ubular strut which can be quick:cy attached to tmo pairs 
of luss under the center of the l.!e-109 . The four carriers are covered 
'by a fo.iring which is attached to the IIIUn strut and not to the air­
plane. 

The forward bo!>bs DUSt be releaaed first when dive bolobin& 
beGins . No provision is made to keep the boolbs clear of t.l'.e airplane 
after release. The releasing and !Uzin& are et!ected electricel:cy, but 
the contents of all the carriers IIIlo/ be jettisoned mech.anicel:cy. 

b , Bomb Fuzing and Release Oear on Ju-BSA- l 

The bomb release >rorks by means of a 24- rray automatic 
distributor . The machine can be used for level or dive bombing, and 
for the latter it is equipped with automatic pull-out gear. 

Two bomb compartments arc provided in the body of the 
machine - the ai'ter compartment fitted w1 th boab racks and the forward 
compartment with a petrol tank , Bomb racks are fitted on the Ttings and 
release circuits for these are energized tram the distributor alter­
native:cy to a mmber of release circuits in the ai't.er cC~r~partment , A 
remotely controlled selector S\rl.tch !or effecting this cbaJ1Ge-over is 
provided . 

Fuzing is of the Rheirl:letell-Borsing type, and either 
"with delay" or "without delay" !\>.zi nc can be used . A higher voltage 
is used for clive bombing than for level bornbi nc. 

c , Anti- Personnel !lomb 

The anti-~rsonnel beeb is housed in an outer cylindrical 
case 3t i nches long and J! inches in diameter . This outer casing is 
ribbed and is colored a dark gray-groen, the usual Oerman field service 
color. The bomb itself is of a blackish gray lead color. 

loben dropped, the case opens into halves under the action 
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ot ~M ~·· Tile cue 1r ••• at.t.Mbld to tM bCIIb bJ a lq\11 
of wire apprcn.a t.el,y fi.,. 1Dcllea 1q. oa- ta111nc 1A this J)Olli 1.1011, 
the open oaee 1a pirelllall~ ill.._.. to ......,. tM fall ot tbe ~. 

Sc:ooe of tbe" bCIIIbe apl ... 011 .w1k1llc tbe groundJ otbera 
Hmain unexploded but are ~ to z'odl ..._ lludled , The chief 
clanser of theM bombs arises traa tlleSJo poedble aploeion while beina 
lwlcllecl . 

cl , Landing CharP.cteristice of the Ju-88 

Consiclerable clifficulty ie beillfl encountered. with the Jll-88 
in landina. It appears that the nose or the w1na clrops suddenly anc1 haa 
caused WillY acciclents to COQpara tively inexperienced pilots, It is 
unclerstood that the manufacture of the Ju-88 will be cliscontinuecl ancl 
only those already llllllu!actured will be used. 

e , Antiaircraft Materiel 

The 110et c-.plete ancl Hll&ble information available an 
hea"l' caliber antiaircraft armament soeme to (11 ve theee 1ncl1eations: 

(1) 75....,. Oun 

The SIIUillest heavy cali ber gun is a 75-mm. Skoda 
weapon which has been usee! to reinforce the fire of the other weapons. 
One battery of these, mounted. on railwlll{ care , was located until recently 
at the \lest-Kreutz rail'~ station in Berlin. 

(2) IJS-<nm. llulti-purpose Gun 

The next :oize is the stanclarcl as--. multi-purpose 
gun . Its basic al.ssion is antiaircraft action, but it has been used 
againet tanks, fortifications, ancl ships as well . The trerd. of the 
Oeru.n Artillery is towarcl wl.ti-purpose artillery • 

(J) 102-. Gun 

The new 102....,.. . antiaircraft gun appears to have the 
all-purpose characteristics of the etard.arcl 88-mm. ""apon. It has a 
mechanical loading device and is mobile. 

(4) 1.50-m:n. Oun 

The l.argoat gun boi ns used for antiaircraft defense 
is according to frequent but unconfimed reports, a 150-cu:l. piece . It 
is' aaid to be an immobile naval sun modified for antiaircraft use but 
manned by naval personnel . 
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etatwDtw. 

In add.ition, s._ .,.tsr1el teken trca llollom 
Belgi~a, France, and ~and is report41d in use in the l'eat., 1 

to Artificial Stooke Banke 

lihen planes first appeared !or an earl7 eorning attack on 
airplane factories at Oranienburg, north o! Derlin , a light, thin cloud 
1Q¥er wna seen at an altitude o! about SOO teet , Ao time passed, the 
cloud '1Q¥er grew denser, and after hal£ an hour tho cloud· bonk quits 
thick, extended from the ground to an altitude or about 1,000 f eet . 
Except over Ore.nienburg, the sky waa quite clear, 

other in!oma.tion available on this subject is tho 
assertion that the artificial acoka ia quits expensive . 

a 0 Rumanian Gasoline 

Accord1n!; to a nena report, the Gercans have been tek1na 
very little gasoline out of Rumania in recent weeks, and re!iceries are 
havina storage difficulties, Tho GeMWia are using most transportation 
fAcilities !or oU for Diesel motors , It 1tOUld sa.., that the reserve 
atorase tanks 1c Gennany are full, and that enolljlh synthetic gasoline 
ia being made for current consumption , The Oorman Air Attache in 
Rumania has stated that Garman pilots prefer synthetic gasoline, 

h , llica Used in Spark Pluqs and Condensers 

Samples of mice from a apnrk plug and electrical con­
denser used in German aircraft were found to be or high grade and not 
interior to the material no~· employed for this purpose , A few 
small cracks were observed around the central hole 1c the condenser plates 
and in the bent sheets from the spark plug , Viewed under the microscope, 
the 1:18 terial was free !roo stains and air bubbles , It appeared to be 
wh1 ts mica of a high grade • 

1 . Arca:Dent on the Re-115 , lle-110, He-lll, Do-17, ard Ju-88 

The armament of bombers has been illcreased by the add1 tion 
or guns 111ounted in lateral posit ions , Soce aircraft carry suppleaentary 
machine suns loose in the plane , The He-llS seaplane has been equipped 
w1 th cannon , ard in some cases the 20-0UD, cannon in the L!e-110 has been 
replaced by 30....., , cannon , 

The He-111, Do-l? nnd Ju-88 - long-range bomber aircr aft -
have in general incraa•ed their armament !rom three to five or six 
machine guns , Increase consists of two guns in lateral positions. 

l:ost German aircraft have been fitted 11'1th armor in the 
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1- ot a "",,...... beh1JIIl U. pUot•a -'-· hn 11 ot u. fliiClWI 
of hNd wounds, Ndio - ud e--re - at.eel MlMnW, 

j . s...ber ud Pight.er Z.Con Tact.loa 

G<moan bombers COIIMI over in staggered and stepped-up 
columna, Tha Vic fonoation is used, and the whole bomber foJ'IIIlt1on is 
a compact un1 t . 

The fighter escort is in rear of the bombers and trao 
2,000 to 4, 000 feBt higher , The ficht.ere >tait until British fighters 
attack, then single planee dive st.rlll.ght. for th.,. , German flgbtara otten 
corae in aepD.rate:cy and ahead of t ha bcabere in order to obt.ain e1r 
1\lj)erlority over Dritish fighters, to attack airdraDes , and to act as 
a decoy for bocnbers in the rear , Thus Dritlah fighters use up their 
-umtion and fuel and beccme diaperaed, and the German bombers can 
Mka an ur.ooleated attack, 

k . Low-tl,yi.ne Attacka on ldrclroces 

Low attacks >13de by the Gemane have been on:cy flll.r:cy 
successful , Fro!• the British point of view the Germans have made the 
following mistakes in such attacl:st 

(1) They have returned to aachine-gun fields after bcnaba 
have been released . 

(2) Formations hove broken up when attacked by fighters. 

(J) /.ttacka have been made during the late hours ot 
daylight , One raid was made at high nO)()n , 

1, German View of Phl\eea of Attacks on Great Drit.ain 

(1) Firat Phase - AI!I!Ust 8 to September 6 

'l'bis phase 
1 

marked pri.ttw1J.y by a tight tor 
superiority in the e1r over England, comprised chiefl7 attacks against 
En&lleh pursuit bases around London . £nsl1sb pursuit planes were engaged 
and induced ·to tight in the air , 

(2) Second Phase - Sept811be.r ? to Novectber 14 

The tactics in this phase involved combined attacke 
ot pursuit and bombardment concentrated on Lot"don . During d~light it 
was N81nly a q•testion of sing.l.e plane attacks acainst 111r fields, IDII­

ni tion· indUlltries 
1 

and shipping. Pilots wore also given permission to 
attack at will wb4never they desired. 
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Ilur1Dc the ftlPt, """" att.acka were deUrered agaiMt 
the harbor &lid ci\7 ol Lcadon. !'be 811Cce .... att.ained durins the cnat 
purauU '-Ule• which occurred up to the bectmins ot Rovenber were 
eutticient to perait the 0811118118 to continll8 the air war 41:ainst England 
unhallpered, and the Germans claim that their operations both d81f and 
night , confirm this . The Critish pursuit is not able t~ ace~ and pro. 
t eet its boobera even for a short flieht aoroos tlw Channel , 

(3) Third Phaso - Beginning November lS 

The Germans expanded their concantrated attacks, 
especiall7 on munitions industries in the South of England and in the 
llidlands, Coventcy, Liverpool, and BirmingMa, These concentrated 
surprise attacks have had great effect , At the saao tima, Lorden has 
baton kept urder pressure with the object of paralTzing British 1Dduatr1al 
life. Since the beginning or this phase, the power of attac.k has been 
increa&ed b)' the introduction of the so-called light bocober and by 
inprovec~ent in tho means ol navigation , Oerun loaaes have been brought 
down to a level that even in peacetime would be conaic!ered low, 

m, Dive Bomber Tactics 

Three Ju-8? dive bombers, OI\Ch with a 11000-kiloeram 
del117ed action bol.1b1 frequently dive toeether , Th"'J keep Vee fonnation 
throughout and release their bombs simultaneously , These tactics were 
vocy er..t'ecti ve in the French canpaign. 

n , Daylight Bombing Effort 

D1171ight offensive activit7 has been continued on a 
moderate scala. Onl)r two large fonntltions made nttocks in the month of 
HoveAber. Other raids were made b)' small !onnat.ions or single aircraft, 

Offensive fighter petrels have been increased in an 
endeavor to maintain tactical and n,_rical superiority by using increase< 
heil!llt.a and fairl7 large !i&hter !onnations frequently covered b)' other 
tight-era at tha same or in higher levels, To insure that. the British 
attempt interception, soae ot tile tit;hters - IJe-llO's and loe-109'a -
carey bcolbs , These are jet.t.isonocl at once when the fighters are attacked. 

o . German Bombing Equipment 

A captured booklet reveals certain tables and graphs used 
b)' tile bombardiers . Tables are stondord 1 showing time of fall , angle 
o! release trail data _ degraee and percent of height - range distance , 
and grourd

1 
opeed tables , It ia notAl\lortey that no German bomb sight 

thue far examined has a provision !or setting trail angle in degrees . 
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• · Tne• or B<aba 

(1) bba for uae against aMpo , concrete, or amor 
are all dela:red aetian armor piercing b<lmbe. The none is pc1Jd.ed and 
hardened with a wall tMclcneao or S/8 inch, which 18 reduced 1!11/2 
inch for the bomb body. The 1/10-aecond de~ was ext,remely effective 
aaainat moored aMpo, whore the exploaion, without exception, took place 
underneath the ohip and rented up throll8h tho parte l!Oakened by the 
paeaage or the bocb. 

(2) Bombs up to and including SO kilograms - llO pcunda -
hAVe tail tuzes only. Larger sizes heve both nose and taU tuzea of 
conventionnl type . 

(3) Nose suepenaion 11 uaed for area bombing, but 
horbontsl suspension ia essential tor accuracy against ....U or definite 
tarseta. 

(4) Tho accuracy of the ItaliM bomb sight is ad.equate 
only for laying bomb barrages or for use asainat targets or the aize 
of docko, warehouses, and the like. The bor.!b sight is fair in defiection, 
but so pcor in range thAt bombs are dropped in series about 1/2 second 
apart !or effect against aMps or other erMll tarsets . Only dive 
bombers - really glide bombers 11ith an c.ng1e or dive or about SO degrees -
use salvos. Oreat faith has been expressed in the torpedo effect or a 
bomb striking as far as five meters !rom tho aide or a ship . 

b . Training or Pilot• 

The t.rain1.ng program calla for releasing 100 trained 
pilots per·month. In addition, refresher t r ainina is probably beinS 
given to 6, 100 reservists whose initial trainin& has been described u 
aecl1oere. 

c . Pilot Strength 

Italian strength ie considered to be 7,800 fairly well 
trained first line pilots. There are 6, 100 reserve pilots who have had 
mediocre training. 
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N/l6rr-I20 •. "' LLD.0 W, D, 

.lpr1l ' · 19U 12s00 L 

Sm!ATIOII l!liF9RT 

I. \'lee tern Theater or !rar. 

A!£• llo i.llp>rtant acti vit7. 

u. Belkan '!beater or liar. 

Bulpda ard Tll&oalavia. 11o chance. 

Albania. Artilleey ard patrol activity, 

III. lfediterranean ard African Theatere or !far. 

Oround: Eritr ea. Followinl the loee o! umara, Italian 
torcee are Wlthdrariii8' Iii a eouth and eoutheaeterl¥ direction, which 
ehould render the capture ot llueawa more eaey. 

Libl!· German torcee have captured Agedabia, 
about 40 milee northeast or llaraa El Brep, which wa.e occupied 
llarch )l., ard he .... puehed on to E1 ~tina, 100111 20 edles to the 
north. 

Abzaainie~Ethiopie). Soroppa, north or Ievello, 
in eouth central EthiopLI, been captured b7 Britieb !orcee. 0~ 
erationa in all areaa or Btbiopia are reported denloping euecea ... 
tull.)'. 

llote1 Thia edlitaey eituation r eport ie 1eeued b7 the llilltarT In­
iil!ipnce Diviaion, General Statt . In view ot the occuional in­
oluaion ot political intoration and ot opinion it ie cl.aaeitied u 
lt!at.rioted. !IIS1!IIC1'1D 
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7 , ........... ... 
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