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'!RE..JURY DEP AHTI!ENT 
Wast:lngtcn 

FO" F.E!.EASE, ~·ct.. H!iG ll:::'·iSFAPERS, 
~ucad~y , Aprll 6 , 1541 . 
471/111 

Presa Servloll 
No. 24-.44 

1 

!he Sc~rotary cr the Treasury announced last evening that t~e 

t enders for jlJ01 000, ~JO, or thereabouts, or 91-day Treasury b11lo, 

to bP dated Apr1l 9 and tq mature July 9, 19~1, wh1eh were offered 

on April ~ . wore opened at the Federal Reserve B~a on April 7, 

The de t ails or t!lls 16sue arc aa followo: 

Tot al nppllrd for - ~205, 9~1 , 000 
Total aocc;::ted l C:l, 091 1 COO 

Ran~o or accept ed b1da: (exceptlne one tender ot Slo,ooo) 

Hl f{l: - 99 .99'i Equivalent r ate approximately 0, 020 percent 
Lnw - ~9 . 972 • II • 0 .111 percent 

AverP~O 
Price - 99 . 980 • " • 0,079 flercent 

(5 percent or the amount b1d tor '\t the l ew price "a& I!C)Cepted ) 

-oOc-
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.lpril 8, 1941 
10:35 a.m. 

RE TAX PRCGR.All 

Present: 

H.li.Jr: 

Sullinn: 

)(r. SulUvan 
}(r. Tarleau 
)(r. Blough 
Jlr. Haas 

111 right, gents, what have 70u got for me 
this lllOrn1ng. 

Well, I think we had better have some under­
standing as to how much we ought to get 
here. If we are going to follow 7our two 
thirds rule, we need about three billion 
and a half. Dan sa7s the expenditures for 
'42 in his opinion will be about nineteen 
billion, and two thirds of that .is twelve 
and ~ half. 

The esti~~~&te now on the receipts for fiscal 
'42, exclusive of social security taxes, are 
nine billion two, and that leaves us about 
three and a half billion dollars shy of the 
two thirds that you provided for . 

Now, there are any nuaber of different com­
binations we could use in arriving at that. 
We have got eight or ten different schedules . 
Juat as a ju.plng off place, I have one 
schedule here that calla for two billion 
six, exclusive of any corporation tax, and 
rq idea would be that that should be supple­
mented by another billion dollars from 
corporation .taxes . 

2 
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. . 

B.lll. Jr: 

Sulll Yan: 

H.'M.Jr: 

Sullivan: 

H.li. Jr: 

Sulli Yan: 

H.li. Jr: 

Sulli van: 

R.K. Jr: 

Sulli YID: 

R.W.Jr : 

SulliYan : 

H.K.Jr : 

SulliYan: 

H.M.Jr : 

Sulli Yan: 

- 2 -

I ndiYidual income t ax. Increase it b7 a 
billion one . Well now, will fOU explain 
this for m::<> 

These are aupple.entar,r to t hese other 
achedules. 

What do f OU •an, how aN ;rou going to get 
the one billion one? 

I will get that sche&mle for ;rou. 

Don anfbo4 bow it b7 heart? 

(now 1 t b7 heart? 

The one bi llion OM . -, wlthoat the defen" 
agenci es? 

Well, there are dit:rerent RJI of figuring 
it. 

You are not dropplug t~ 

Is thi a the oue'l 

lee. Thi s 11 the o~aOil betwea what 
t he7 now pa7 on thia •• •• • 

Theee two? 

That la right. 

J.nd if JOU do this 1 it lllOHUel it b7 how 
.uoh'l 

1 bi l l ion one hundred fitt7 ldlllon. 

These two pieoea of paper? 

That il right. 

3 
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H.M.Jr: 

Sullivan: 

H.l4. Jr: 

Sullivan: 

H.K.Jr: 

Sulli van: 

H.M.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

Blough: 

R.M.Jr: 

Blough: 

H.\I.Jr : 

Blough: 

H.M.Jr: 

. --

- 3 -

\';here is a good - ten thousand dollars? 

Yes . 

That looks straight, anr-ay. Surtax on 
net inco.e is twelve per cent. You don't 
change that, do you? Bracket rate. Eighteen, 
eighteen- I can r ead it from this , can' t I? 

That is right. The present is ten, and it 
goes up to eighteen. 

I don' t need this sheet . 

No . 

Which is the right one? 

One raises a billion a hundred and fo rty, 
and the other a bi llion a hundred and f ifty. 

Which one do you want me to look at? This 
one? 

Yes. 

I thi nk so . 

What? 

That 1a r ight . 

Then this fits into this . ill r ight. The 
fellow would pay alllost three tiaes as 1111ch 
on the ten thousand incoae, wouldn' t he? 

There is a picture here of the tax thing. 

Boys, get together, get together. 

4 
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Sullivan : This gives t he per centage of increase, over 
he!•e. 

H.M. Jr: This is the same thing? 

Sullivan: That is right, same schedule . 

H.M.Jr: Can't you get this stuff together? 

Sullivan: Certainly, air. We have so many different 
schedules here, that is all; and I don ' t 
think the chart would be as helpful as the 
table. 

H.M. Jr: 

Sullivan: 

H.loi.Jr : 

Haas: 

H.K.Jr: 

Sullivan: 

H.K.Jr: 

Haas: 

H.!J. Jr : 

Sulli van : 

• 
l'bat ulcea you think it would increase the 
fellow in the ten thousand bracket a hundred 
and seventy-five per cent? 

Because those people in that area are not 
paying as large a part of the burden as we 
believe they can pay. 

Have you been over thi s, George? 

No, sir , we made the estimates; but I haven't 
seen it set up . 

Have you seen it set up? Can George get 
a aet of this? 

Yea , air. 

So he can be studying i t . 

The English set up is interesting, t hat 
was announced yesterday. 

Yes . The biggest increase comes on the 
twenty-five hundred fellow, doesn 't i t ? 

That is right. 

5 
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Sullivan: 

H. loi . Jr : 

SUllivan: 

H.l.!. Jr: 

Sullivan : 

R.Y. Jr : 

Sulli van: 

H.loi . Jr: 

Haas: 

H. loi . Jr : 

Sullivan: 

H.lr!. Jr : 

Haas : 

H.t!.Jr: 

Sullivan: 

- 4 -

This gives the percentage of increase , over 
here. 

Thia is the same thing? 

That ia right, saae schedule . 

Can ' t you get this stuff together? 

Certainly, sir. We have so many dif ferent 
schedules here , that is all; and I don't 
think the chart would be as helpful as the 
table . 

• 
What aakes you think it would increase the 
fellow in the ten thousand bracket a hun.dred 
and seventy-five per cent? 

Because those people in that area are not 
paying as large a part of the burden as we 
believe they can pay. 

Have you been over this , George? 

No, sir , we made the estimates; but I haven't 
seen it set up. 

Rave you seen it set up? Can George get 
a set of this? 

Yea, sir. 

So he can be studying it . 

The English set up ia interesting, that 
was announced yesterday. 

Yea . The biggest increase comes on the 
twenty-five hundred fellow, doesn't it? 

That is right. 

5 
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H.M.Jr: 

Blough: 

H.}J. Jr: 

Blough : 

R.I&.Jr: 

Blough: 

H.M.Jr: 

Blough: 

H.M.Jr: 

Blough: 

H.V.Jr: 

Blough: 

H.M.Jr: 

- 5 -

What is the reason, ~lough, tor SSJing 
with or without the defense tax' 

11th the defense tLX it ie ten per cent 
higher. 

Wba t do 70u mean, w1 thouU 

We find that at Tarlous leTels of reTenue 
there are quite a nUIIber of different ones 
it happened to hit without the ten per oent 
at about the figure we needed. That is the 
significance of sa)'ing it. 

Now let ae ask 70u so. queatione. The 
fellow with a twent7-fiTe hundred inco11e, 
under the present law, how .uoh does he 
paT? 

Under the present law the II&D w1 th the twenty­
liTe hundred inco~~e P&l' eleTen dollars . 
11th this rate schedule, he would pa7 sixt7. 

And the fellow with ten - thle is total tLX9 

I think tor this purpose 7ou can dieregard 
that colu.n and take the one without defense 
tax. 

That is the total? 

That is the total; not the increase , but 
the total. · 

He would pa7 thirteen hundred and twentr 
dollars" 

Insteed of fiTe hundred twenty-eight. 

That will be before be takes an7 deductions. 

6 
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Blough: 

H.II. Jr: 

SUllivan: 

H.II. Jr: 

Haas : 

R.M. Jr: 

Haas: 

H.ll.Jr: 

Blough: 

H.Y. Jr: 

Blough: 

B.K. Jr: 

Blough: 

H.l!.Jr: 

Blough: 

- 6 -

That is his income without deductions. Ten 
thousand dollars is his total inoo ... !hen 
suppoae be is a married pereon wi th no 
dependents, then he pa71 thirteen hundred 
and twent7 dollar• in tu. 

When JOU look at it and leaYe out the per­
centagea, that doesn't look so bad. 

No, I don ' t think it doea, either, sir. 

Do JOU think so, George? 

lfo, I think the tuea are YlrJ low. 
to be in .:t area, but I think people 
class are getting off wa7 t oo light. 

It happena 
i n .:t 

Tbe7 will be paJlng about thirteen per cent, 
or with the defense taz , fourteen 111d a half 
per cent. 

I think that is YerJ reaaonable under these 
oondi tiona. 

Grou. 

Well, that h the total tu. !hat is the 
total tu. '!'hat h the total incc.e. 

Then he gets his deductions? 

No , this takes that all into account. 

You 1111an a aarri ed an• 

1 aarrled man with a ten thousand dollar 
•alar,. 

And how m&n1 dependents? 

No children. He pa7s thirteen hundred and 
t wenty dollars a!ter you make all JOur de­
ductions and everything. 

7 
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. . 

Sullivan: 

f! .)(.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

H.M.Jr: 

Sullivan: 

Blough: 

H.II. Jr: 

Sullivan: 

H.lol.Jr: 

Blough: 

- 7 -

We have got some tough ones i f 1ou want to 
1ee soae tough ones. 

What do ,au .-ean, tough ones? 

Tough schedules, where the1 go up a lot 
faster. You aee, we have different schedules 
going all the wa1 up. 

Well, this one here gives me - it pi'Oduoe1 
thirt1-one hundred and fiftT• ia that rlght? 

That ia right, fi'OII the individud inoo.e 
retui'D. 

Fix .. up afterward a 1et of this. 

Tu, air . 

We have too man1 ot these, that ia our probl ... 

Let's just start with one . This will be 
the one we will show to the President. That 
ia one. 

Now, we will just show hia the possibilitie•· 
latate and gitt taxes, reduce exe-Ptions froa 
fort1 thousand to twent1-five thousand. 
Adopt the state tax rate schedule. Where 
i1 the stuff on this? 

Right h1re , air . 

111 right. 

Blough, ooae over here. 

If 1ou have an estate after 1our exeaption1 
are all taken out, of between twent1 aDd 
thirt1 thousand dollars, let'• •&J• on the 
first five thousand 1our tax will be tour 
per oent. 

8 
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H.'M.Jr: 

SulUnn: 

Blough: 

H.K.Jr: 

Blough: 

Blough: 

R.M.Jr: 

Blough: 

- 8 -

On the next five thousand, eight; on the 
next ten thousand, twelve; and on the 
next ten thousand, aixteen; and the total 
tax on the thirt)' thousand dollar, net 
eatate, would be three thousand, fOUl' hundred. 

What h it n~ Does thh COI!pUe it' 

Yes. 

It lookl funn)', btoauae the rate eohedulee 
art not fixed up. Htl'il 7011 have that three 
thouaana fOIU" hundred, and here ;rou have 
tilt .... fel101r, a thouaand two hundred 
lllldtr tht present law, ao 7011 IIOYe frca the 
tltouand two hun41'td to the thi rt7-four 
hlllldl'tcl at thirtr thouaand clollara. 

I att. 

9 

low, if ;rou want to go up to a hundred thouaand 
dollars net estate, hia preaent tax ia nin:!{­
aix hundred. Ht .aYea to twent7-one thoue 
dollar• under thla propoaal . 

I oan underetand that. Ltt M eee if I 
un4eretand this other thing. You dOD' t paJ 
aDJ tax on the firet fortJ, ls that right' 

lt tht prtatnt tiM 7011 don't. We pro-
poet to lower that to twenty-five thousand. 

Rtduot inauranct inolualon fro. fortr to 
twentJ-fiYe. I understand that. 

And tht gift tax --

Bring it dom in the uae manner. 
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H.III.Jr: 

Blough: 

Sullhan: 

H.K.Jr: 

Blough: 

Sulllnn: 

H.II.Jr: 

SulllTan: 

H.li.Jr: 

Tarle au: 

- 9 -

And all of that will just produce three 
hundred forty-three million~ 

Three hundred twenty-one allllon. 

It takes 70u soae tiae to get that. Usually 
about fifteen to eighteen aontha. 

I understand that. 

low, 41etilled spirits, additional two dollars 
per gallon. That brings it up to how auoh' 

Three at the present ti.e. 

Fin. 

You will haTe bootlegging. 

1.0 

Well, I haTe gone oTer that with Berkahire, 
and he ear• that wheneTer 7ou do put in an 
inoreaae n your liquor tax, :JOU do add to the 
inoantiTe of bootleggers; but it ie up there 
DOll eo that the pr.aiua on tu-tree liquor 
h eut!icienUr high eo that there 11 u aoh -
abloet ae DUch incentln now, anc1 he add 
the probl• will require an lnoreaee in 
personnel, but that the7 oan handle it. 

Well, I aa eorrr, I lind with this stuff 
tor two 7ears. I don't agree with 7ou. I 
han been all through this, ana I don't 
belleTe in what Bertehire le eaJlng. The 
anewer h, he lan't handliDi it 11011. Juat 
•• aoon aa 7011 get - I •• oppoaed to going 
abon two dollars and a halt. Ton •n •re 
with • then, weren't you? 

That 1a right. 
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Well, how much do you want --

' I don t want to do &Jij'thing mor e on that. You 
would·loae it. I mean, you are getti ng now -
how ach are you gettiDg fi'Oil diatllled nod 

Senn lamdHd tltty. 

lear]T anen hmldl'ed tlftr llillion dollara. 

I wouldn't !Jloreaae it at all. 

11. 

!bq upeot it. '!he 1Dduatl'7 dola. .lD4 thq 
han aaked - thq oalled on Berklhln. aDd thq 
told hla that thq lain that aa than •• DIM • 
for .,re taDile thq would be lalber l OJl tha 
lhtJ and thq said, •w ... alk 11 that you 
haTe i ncreased pereoiUlel to protect u. • 

Wall, if you doa't 1111114, thh 11 the tbat OM 
I u going to question. '!hat 11 229, im't it? 

t ... 

1114 11hat 11 that oa thl fe..-tea •ltt 

!hat 11 beer. It 11 Dlllr $5.00 a barrel. 

'l'hq ou•t bootleg that, o&ll t:bqt 

Certalnq. 

The7 don't, do thlyt 

'!hat h where Capone acle hie .,.y. 
lo, he acle it UatribatiDg it. It 11 atlnq 
a different k!Jlcl of .anufaotRrlng. 

Well, 70u han to han big equl~t. You o&ll 't 
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put a little still up. 

You can' t build it in a little place in the 
nllq. 

There the problea ia not bootlegging but 
whether thq will continue to drink i t. 

12 

'l'hat 11 the point. I aa going to queatlon both 
ot tho... 'llnu and liquor• - I dOn't laullr about 
ooriiala. 

I tiWik 700. ought to queatlca all ot thea 1t J01l 
an tu•t10D1Jic &IIJ) lieoaue tllq all co toptlaG'. 

I a. llow, to'baooot I dca't llan ur fMllap 
oa that. Clave, the -· Aat-'lle tuee, 
1nol1141ng peollne. 'l'Mt 11 m.oo ... an 
rena go1q to get that'l 

!bat 11 tU present u.nutaotureil uo1H tu on 
aute.l'bllee. 'l'h11 11 the .uu.taotven uolH 
tu oa autou'b1lea, and that 11 doubled. 

!hat 11 all right. Gaeolht'l 

Iunae.a a balt oent. 

Jut ..U a note. Between n011r uul tu tr. I 
...t wltla J01l again, let'• tbJ.Dk of thlllc• whlob 
are .... u-eaaenUala tor cletenae 11h1oh we oould 
clo ~ with. I IIMJl, the people dcm't haYe to 
bar tu• I ..an 7ft cloa't bin to 'bQ.r a n41o, 
tor lutuoe. tei•e 2ut atop and th1U a .S..te 
and loot uoa4 at the Jdnd ol thlllc• 11h1oh 7011 
dcm1t ...a. 
eo-tloat 

Perteot. 
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We are all for that . We think that the best 
defense against a general sales tax is picking 
out specialized excise taxes. 

But 70u baT a.' t done it . 

Yu, w han. We have a list of thm, 

Will JOU brillg it with you? 

It 11 here. 

Let - get that CMtt, will 70u? Soft drinks, 
that 11 all right. .ldmiaaion tax. You malte it 
lPoa twentr to Dine cents? You reduce i t ? 

!he ue.ption il D.OII' twenty. This simp~ pub 
the ex..ption lOII'er. 

I eee. other exciee. Where do you get the 
hundred and eeventr-•ix f rom? 

Right here. 

WellD.DW, let • Jut think a minute . Let ' s do 
thie a little bit different. Is there a· tax on 
telephon.. nOll'? 

Yu. 

Yu. 

Ie it good or bad t o increase that? 

13 

You aee, the Firat Rnenue .let of 1940, sir, that 
•• the one thing that •• not increased, and the 
reeaon it •s not incr eased n.a because of the pay 
telephone ei tuation. We couldn' t han a ten per 
cent increase because the tax - there is no pro­
vieion in the pay phones for putting in pennies, 
and it was generally underatocd there that we 
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would wait until the tilu we had to increase it 
again, and then we woul d up it an eTen niclcel 
or an eTen diae. 

Paeeenger transportation? 

That 11 right. It n had a tu on all tnne­
portatlon, including !Plight, that would be 
worth about two and a qU&Pter lllillion dollare. 

'l'Wo and a qU&Pter? 

1Wo hUDdHd tnnv-the ailllon, I beg ftiV 
'DU'don. But then it 1110uld go into the coat of 
the goodei and it would be in the fol'll of an 
inllieot •TT on all goode. . 

1fcnr ~ elect?ioal energr? 

Tbat ie not an increase in the rate. it the 
present time the tu applies onl7 to commercial 
lnd da.eetic consumption. It does not :Si~ to 
iDduetrial coniUIIIptlon. There is some 11-
tratiTe probl .. , quite a little bit ln?OlTed, 
in diet1.ilguiahing thea, and thia pl'Opoeal 1a one 
eillpq to exteDd the pruent tu to include all 
electrical pl'Odnction. 

It eeeu a ~ thing t o tu. 

14 

Bont of theee three are what one lllight call ideal 
t,pu of things to put exci11 tun on. 

I wouldn 1 t put a tu on eleotl'ical entrgr. I 
.. an, I quution it. 

It will help to clear up an adainhtratin prob­
la. 

~t that doem •t intereet ae in the II t imu. I 
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aa t17lng to thllllc of aamething 7ou can 

luatlf7. I th1Dk a tax on auta.obilea il 
deal. 'fhe7 will .Ue leu auta.obilea ill 

tMM U.a, ad that 1a foocl• !ben, wha the 
war 11 onr, n han got o increaae procluo­
tloa, ud n oan ~J.l. the tu: on autollobilea. 
I doa't lmGir of UTthllll better. But oertalnq 
eleobloal aer17, I lhould thilllc, would be --

!hh wlll enter into the coat --

Iato tM ooat of clolq buiDeaa. 

15 

Georp, I wiah 7ou would talk up IUid not juat alt 
there. You bann•t had a chanoe? 

•n, I didn't want to talk out of turn. 

Well, oancJT, I would aq "1e 1. 1 Toilet })!"epara­
u .. , 1"• Club duea, double th•, trlpla tU.. 
llatobla'l 

Well, JOU had a tax on utchea before, and that 
tu went ott rather eaeiq. 

Lit • juat drill this into you - I han aid it 
before - tor God's aake, don't make ~ auggea­
tioaa. Juat because ;you han a tax, ;you nnt to 
inoreaae it fifty per cent. That is no reason. 
Lit' a thllllc 1n tel"lls ot theae ldnda ot taxu, 
the thl.nga that 70U want to dhcourage the ez­
pq41ture of IUid those thinfa which you want aore. 
tou want {our electric peop e to erp&nd on t~ 
YCN ant he railroad people to erp&ud, not 
neoewaariq 1D paaaenger sel'Tice, but certainq 
they han got to buT 110re cars, 110re enginea, 
enrything. I don't know about •tchea. Juat 
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bec&Uie We had it before, if TOU don't aind, 
doesn 1 t DUtan a thiDg to ae. I would· call it 
a border-line e&le, wouldn't rout 

Well, that ia a cigarette a.oker'a adjunct . 

Dentifrice, wondertul. SportiDg gooda, 1"• 
Radio, res. Bowling allqa, 1"• What about 
ab.tiDg ririka? 

I thi nk we could throw a number of those in 
with bowling aller • • 

iren' t ther e a lot of other thinga Which are 
lum!'lu which we could tax, thal people could 
do with leu of? 

Fura and jewelrT are &long the llne rou are 
speaking of. 

Yea, tun and jewelry. What ebe? 

16 

If rou want to go into the retail field, in the 
ao- Oal.l ed llllli&Doe taxu which we had during the 
laat W&l', of oourae at that tl.Ju we went into a 
great an;r retail taxu on high- coat artiolu, 
for instance, hlih-prloed ahoea, high-priced 
hata, hlgh-prlcea. clothing. It waa a uulaaace 
and a headache. 

Good. Now rou are talking. 

But we had a l ot of those in the 1918 ict. 

Perfect. Thq ahould go ln. low, what elae? 
Did thtr make IUIT rennue? 

Yea. Th..v will produce same revenue. 

It ia pqchologlcal. Tbt.t 1a good. The Presi­
dent would love that. WhAt ebe? Well, that · 
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kind ot stu!t - rou haven 1 t had time to t h1.nlc 
about it, han rou? 

17 

We han not gone lzlto that tleld ;ret. We thought 
7011 llight ftllt to aan that until the last. 

lo, no; I would put it in t-ediateq fro• the 
1tandpoint ot publio intere1t. 

We had a oouple ot 4osen of that kind during the 
l&lt war. 

Ycma.rtul. I would dig th• all out. See it 
thq oan 1 t bring the aaoaat 7ou ..... go1zlc to 
get troa Uquor. 

I th1lllt the largeat one last tiae •• the tax 
on all tran.,ortation, lzloludlng freight, end 
I aa quite aure rou don't Rnt {hit. 

lo. J.ll right nOll', let me Juat think on thh. 
You haven 1t got IJIIthing in here on oorpon-
tiou? · 

lo, lzltentionalq 10. 

How llllch on oorpontiou? 
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We would like to raise a billion dollars. 
That would give you three billion six . 

How would you do that? 

You can do that by ezceaa profits or fOur 
rate or a caabination of an increase LD the 
nol'll&l taxea and an 1Dcreaee in the nceas 
protlta. 

Have you got anything for ms to look at? 

No . 

You see what you could do, John, for the 
next aeeting 1a dPop liquor out and add 
those thlnga which we have, and then Friday 
at 11 o' clock we can show them to the Presi­
dent and get his reaction . 

That is right . 

I am going along with you on practically 
everything ezcept 11quor1 .but I would like 
the .zeiae tazes on the hlib priced stuff. 
Now, what have you got on Ule corporations? 
How IIIUCh would 1t coat - what is another 
aix percent on your excess? It would go 
fraa 24 to 30 and what would that produce? 

About 450 million. 

Four hundred fifty or five hundred million. 

!hat is a wonderful figure because t~at ie 
the figure I can tell John llcCol'll&ck. Six 
percent on corporation• would just about 
cover the increase in the Senate bill on 
agriculture over the President's budget. 
I have been 111l11tillg aaaething like tliat to 

18 
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use . 

There it ia. 

Now that. How else? 

Then take ;your other half a billion 1A !A­
crease in exceaa profits taxes . 

How would ;you do that? 

B7 reducing the llllOUDt of innated capital 
fraR eight percent to aix percent or fiTe 
and a half percent and reducing the anrage 
earnings credit, which 11 now 95 percent of 
their aTerage earnings for four ;years in the 
baae period down to 70 or 75 percent. 

I don't think I would drop it below aix, but 
I would rather - I don't know - I would rather 
allow a fellow aix percent on his mooe;y, but 
drop the average on hie earnings, the credit . 

Of course that 1a the fildlt we had laat s\IR­
mer 1 end We are going tO UTe a hard time 
reducing anrage earning• to the aaae pro­
portion we haTe reduced inTested capital. 
It would nnn get through the Senate b7 
reducing anrage earnit!fs lower than we han 
reduced inTeated capi • I asked Kr. Haas 
;yeaterda;y - wae it JOU (Baas) I called? 

Yea . 

I guess I called JOU, George, and asked h1a 
for an est!.ate on how much additional revenue 
we would receive if the allowable invested 
capital credit were reduced from eight per­
cent to six and the average earnings credit 
were reduced tram 95 percent to 75 percent. 

' 
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Do you have 1 t? 

lea, he had a tentative figure this morning 
ot 370 million dollars. 

That it would produce? 

!cldi tlonal. 

Row 1111ch? 

!Juoee hunclrecl 1nent7~U1 Jour fin hlmclrecl 
b eight hunclrecl 1nen • You han that 1111ch 
latltucle in thil 1ohl e. 

!aYe I? 

I th1Dk IOo 

Don't rou need 1cme - what about rour nol'll&l. 
tax? 

Six percent 11 'lOW' nol'lllll. Isn't that what 
70U had in llindt 

You 1ee thil 11 two billion 1ix. 

Six fh!cut •• the nol'll&l tax, aa it nott •I t not what 'ft/11 had 1n aind? 

Fl'ca four to lix. 

I 1a 101'1'7. I thoal:llt 1• aeant the tax on 
oorporatlCIIll to be Inor811ecl b7 iix pere•t. 

rna 24 to 30, that 11 right. 

!hat b where the 500 llilllon ccmes from. 

!hat 1a where 1t ccaea !rca? We are tal.JWic 
about the seme thing. 
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llow this schedule is two billion six plus 
t hat . It comes out at about three and a 
half . As a matter of fact , three billion 
four hundred eixty-aix ie the magic figure 
on the two-thirds . 

How much? 

Three billion four hundred aixtr-aix. 

I think if rw. could work on this thiliJt ana 
then, &I I I&{• bring it a r ound and get in 
these lUXIU'f axe1 and especi ally on high­
priced articles. Bring in all the ones the7 
lid during the la1t war. Then this is sCIRe­
thing we can show him; and, after all, thq 
will water it down. 

The7 will water it down, but I think we are 
going to have to discuss liquors a(llle more, 
air, because they are all p~epared to put it 
on. 

That is all right . 

llqbe a dollar. 

Let' a lean it of! for the time being. I 
ney selda:1 aa7 that I know as much about 
that as an,ybod7 else, but I do because I 
spent about two rears on it, and I know what 
happans. I know what we can and oannot do. 

Berkshire ia anxious to have his force in­
creased now and llr. Gaston - this matter 
came up whiie rou wer e away because of the 
number of men - 50 mon were taken over into 
investigative personnel, and Herb told me 
he thouZht ther were very much over-staffed, 
so I haC! Berkshire and Roy Davidson cane over 

21 
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and talk with Herb, and llerb still believes 
they are over- staffed. 

Have too many peofle? 

Yea. 

Who has too many people? 

Berkshire. 

Well, now, he tells me we practicall.T never 
check up on hila, whether the fellow has a 
25 dollar llcanee, 

That is r ifht . We did it under a 11P! project. 
We have tr eel to get it fraa Congrees, ana 
they clidn' t do it , We made money on eveey 
one of those proJects. We made a lot of 
money. No!f1 personally, I don ' t agree with 
Herb. I th1nlt it is penny wise and pound 
foolish . · 

JbT does Herb pass on it? 

Because- it was under this coordination. 

Well--

And then too, Herb has--

Will ;you fix it so he, ;you, and I get toget her. 

Yes, good. V&at I wanted to do, I wanted to 
wait until the CCIIIIIIiuioner had t ime to get 
his desk cleared up and then I thought--

Is he back? 

Yea, air, he called ;yesterday morning, and he 

22 
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s&Js he feels fine . He - I thought that he 
and Berkshire should be in accora on this 
matter before we bothered JOU about it. 

Will JOU puah me when JOU are reacJt1 

I will, air. 

We han made a little progren this morning, 
hann't we'l 

Yea, air. 

Let's keep it fraa n~ on on one sheet and 
then throw the atutt ott. I will put JOU 
d01111 for ll:OO taaorrow, John. 

Right . 

Th11 three and a halt aees about right to 
Jou, does it'l 

I would ahoot for that, and I would rather 
be on the hildl side than drop it . That makes 
it good. ifter all, I have got to aake good 
what I said publiclJ and in writing. 

It is a vei'J important reason, too. 

Once in a while a public official wanta to 
live up to what he ear• · Not too often, but 
on occasions. (Facet ouelJ) 

No, fOU are right, JOU have got to live up 
to what you say, but I think it is vei'J good -
the onlJ thlng that I ban to sq--

Has he (Tarleau) lost his sense of humor? 

No, he bas got something on hi s mind. 

23 
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The only point here ia the aurtex schedule. 
You know what the man at cllfterent lenb haa 
got to pq. I think it 1a import ant. Jolm 
i:nowa how I feel about it. I think it 1a 
important - you ·~~~ they Wl"ite ua also, 
and they •ar, •I uunlt 1t 1e a tine thing, 
and next year lnatead ot paring tiTe dollar• 
aore1 I ought to pe:f ten doJ.laioe more, • but 
JOU Jmow n are not talkiDg t1Ye and ten 
dollar•. We are talking auoh bigger moant1. 
I think it 11 mportut that we ought to get 
lcat idea ot the oOUDtPJ pretty qulcklT be­
tore begJnnlng to realb loU tua. In­
orealing a au at tlae lb thoueand dollar 
lnel a 160 peroct 1Ja hie tax la ac:aething 
tbat he ha1 re~ got to tace and tace 
pretty eerioallf. 

2 4. 

Slllllvan brina:l ae word about a man by the 
D&IH ot Doughlon w1 th tRrl in hie eyes 
beoau11 there 11 1caeth1ng in the paper that 
Tl'e&IU1"7 I&JI 10 and 10 and, atter all, you 
are not Tll'J tar ott. They aeet at the Boase 
on tlae 16th. So I aean1 rou are o:!!:f welt 
ott. But 1 thCR~Pt what JOU were go to 
aq -. thiaa I th1Jik all of thb d taeh 
DOh IReter 1Ja tlae publlc'• aind 1t that 
10 percent waald be ia4e 20 or 25 percent an4 
get it that •7• &I a defenae tu. 

lo, I--

'!bq all Utea that 10 percent. 

lo, I den't think the7 all do, air. 

Ian' t there ICIIIe war ot doing 1 t on that 
baeia? I would much rather go that route. 
Well, what would it tigure out. How auch 
aore could JOU get b7 Inoreaeing that in 
j'IDpe ot one percent'/ Han you done it? 
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That is just one percent of 70ur total col­
lections . 

Oh, the individual income tax? 

It was about three billion five, the two of 
them together . 

You mean next 7ear's estimate . 

!hat ia r iint. Three billion five so 70u 
would get 350 million for the first !ew ad­
ditiouil percent 7ou put on, and then it 
atarts to drop off a little. 

Would be 35 million per percent. 

But I thought 10 percent fts onl.7 on the 
individual. 

It i s on the corporations . 

It is on eveeything. 

4d one percent would do 35 million? 

Sillpl7 .on the indhidual and corporation in­
ccaea . 

Onl:7 35 million? 

Three billion five hundred million. cme per­
cent of that is 35 million. 

Don't you like that tax? 

No. 

Vihl not? 

Ten percent is enough. It loses its progression. 
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All right . You get away from your upward 
awing. 

You see way up on the top, Mr. Secretary, 
we can't take the full 10 percent . 

No, I see. 

We have to start cutting down. In other 
words, the higher you go, the less the fellow 
up on the top has got to pay. 

Well, this -I don't expect to have a tax 
program !or the President Friday or !or these 
people, but I thhl we ought to have a little 
statement showing how we arrived at the three 
and a halt billion, you see. We oughtto han 
a little stat&nent readf to look at tomorrow, 
how we arrived at it, and then we will bring 
thia in and aay, "Now, Mr. Preaident, I made 
thie statement. Thia 1a a way of doing it . 
lhich of these do you like, and which do you 
not like?" We are going to ahoot for three 
and a halt billion. Rather than thinking 
about the fellow at 10 thousand, maybe when 
the7 r ealize that to increase the tax by 
aix percent on corporations only produces 
450 million dollars, and just llke that the 
Senate pauea the thing 61 to 9, and if we 
are going to keep this up and stick to the 
two thiri!a what it means in the wa7 of taxes, 
it u:r han aCDe e!!ect on the Hill. Have 
JOU talked to llcCor.ack at all? Oh, you 
weren't in on that. 

No, I waan•t. 

I will call him. 

ill right, gents, I will see you tomorrow. 

26 
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Har i'J 
Ropklna: 

H.M . .JI'I 

HI 

B.M. Jr : 

8 : 

B.M.J r : 

B: 

B.M • .Jrl 

R: 

B.M • .Jr: 

R: 

B.M • .Jr : 

Bello, Henr7. 

April a, 1941 
11:17 • ••• 

Hello, llari'J . Row are 7out 

r1ne. 

BarrJ, I aet rorreetal l un4aJ n11ht - I 
don't ... n r orreetal - lalter and I'• 
treaendlluelJ 1apreaaed v1th the need Ulat 
we ao•e on theae Dan1ah ah1pa. 

Yeah. 

33 

I aean, I dDD' t know of aDJthliiC - a lo' 
of thlJiaa ara 1aponu' but after all 
IUlUl ~ set the atuff t o IIOYI thea 1n 
n 1111 t aob uae sen1nc a l ot of atut1!' 
tosatbar. I 4on 1 t know Wbe~r theJ'•• 
'o14 7011 that \hare 11 4,0 odd thouaand tone 
of ataal on tha 4ooka here 1n Aller1oa lla!Uq 
ahlpllant. Dl.4 JOU luiOW thatt 

Yea, I knew that. 

And I Juat f11UJ'I 1f t he Prea14en\ woul4 

r.YI \hll Jlanl ah \hlftl one hour , vblall U ••en••• aA4 oa11 tb• t opthar •••••• 

laa 8111J'bo4J M4a a r&-'ndaUOD \0 h1a 

OD l" 
Wall., 7011 know 'llbat bappena4 laat Va4Da~. 
aan .... h1a a a11p of papal' vblab- ot 
ua - aA4 tba Jlraa14an' a1pa4 1 t &D4 aa14 
O.K. Ballot 

YaM. 

Valli I oalla4 up Bull J&aterd&J aorn1na 
an4 aa14, 11fbat haY& 70u dona v1th ut• 
lo f1ra\ he aa14, •Vall, I don't know 
&nJ\blftl about \ be ae1aura of ahlpa,• an4 
I aa14, "I don't aaan that. I aaan Wba\ 
have JOU done about settllll ~ nacet&arJ 
lac1alat1ont• Oh, be aa14, •!bat'• on 
tha Prea1dant'• 4eak. • Be aa14, • t•a 

... 
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R: 

H.li.Jr : 

H: 

R.M.J r: 

H: 

H.M. Jr: 

H: 

H.M.Jr: 

8: 

H.M. Jr: 

8: 

H. a . J r: 

R: 

R.M.Jr: 

- 2 -

wa1t1ng on the Preeident .• Well , I go o•er 
and haYe l unch w1th the Pr ee1dent and t he 
Preeident eaye, •I haven't got anrth1ng troa 
Bull; I don't know wha t he'• tal king about . • 
Well , I come back, I oal l up Hull aga1n and 
Bull 1a71 1t il on the Prelident'• delk with 
a ••••as• to Ooncr•••· 

Huh. 

aow, Vbat ia toda7- fueed&J • ••• • • 

I \bink that'• tbat- it ian't that ADkara 
bllaln .. a. 

Vbat'• that' 

It ian't that tb1nc ther oaU aoae tanor 
naae about ae1 &II!' a wi tbout declaring an 
eaergenor. 

Well, now • • • .• • 

Baa 8ft1bOd7 talked t o Bob Jaokaont 

ro1e7 talked with Jaokaon about taking over 
the Ilanllh ah1pa without lecialat1on an4 
Jaokaon aaid it it waa wbat t he Preaident 
want~ he waa read7 to co along. 

You aean, he' d tind the law. 

Yeah. 

Well , I 'a going t o t rr t o get that thine 
ott ot t ha t duk and up here and take a 
l ook at it in t i Ya a1nut ea. 

Don't rou agree with •• that betore r ou 
oan do aft)'thi ng al ae r ou've got to get 
t he bottoma? 

34 

Oh, abeolutel)' . What wae the ot her thing, Benr,? 

Well, it'e Ju• t t o get thia Dan1ah thine 
tree, and lt it'• right that the Preeident 
oan do it without laciala t1on, well then it 
we oould onl)' get b1a t o move in the neu 
da7 or ao. 
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H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

R.M.Jr: 

H: 

H.M.Jr: 

- J -

Ye&h. 

The tiguree ~hat Sal ter aentloned Sunday 
night were - 1 t taltn 11! 1hip1 a month. 
It takes them tour months to get back, eo 
lt taltea 70 eh1pl to keep the Middle Ea1t 
going. 

Yeah. 

And it we could take care ot that, tbat 
would mean there'd be 70 1hip1 to talte thll 
eteel and tood oYer to lngland, and we Juet 
ei t here all ot ua and no thine bappena. 

Well, there ia a lot happening, Henry, that 
ian' t true. A lot ot thine• are happening. 
Theae damn Danieh ehlpa aren't moY1ng. 

What' 

Theee Danish ah1pl aren't moving. 

That's wbat I mean. Well , I mean happening 
in the eenee ot getting them straightened 
there, Barr:r. 

Well , there's a lot ....... 
What 11 happening' 

Well, we're moY1ng probebl;r 50 ahiploada 
ot atutt to the laatern eeaboard that we're 
getting thoae 25 YugoelaY shipa which ie 
125,000 tone; t he Karit1me Co.ciesion i1 
read;r to bu:r 60 ahipl that are now in 
existence a1 American tlagahipl and lend­
leaae them to thl Brit11h unleae the 
President il w1ll in& to run them under our 
own tlag, a deo1aion which he 1till haan't 
made althOugh he hal talked about 1 t a 
great deal; but about the Danieh ahipa 
nothing baa been aone. 

Well, what I hear about those 60 shipe, 
the Karitiee ea:ra that thef can't do 1t 
that public opinion wouldn t etand tor 1t. 
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H: 

H.M.Jr : 

H: 

H.II.Jr: 

H: 

!I.K. Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

- 4 -

Ob, well that'• ora,J. That eoun4a lU.e 
A4a1ral Land again. 

And ae tar a• the Yugoelav eh1pe are con­
cerned, t he Engl i eh &aJ that il nothing new 
beoauee they've been carrying etutt &nJVaJ. 

Wel-l, I saw the r outee ot all the Yugoalu 
eb1pe. &ome ot them have ~een carrying aome 
terl'ible etutt. 

Well, aDJWaJ ••••• • 

The Danieh ehipe ie What ie important . 
There they are eitting right there and th17 
tell ae the7 can't tind ehipe. 

That ' • vhat I called you up about. 

Yeah. I'll get that - I'll eee that - I 
never beard thil betore about an7tb1ng being 
on t he Preeident'e deek. 

Well , I t hought it I told you what happened 
yeeterdaJ - I oalled up, I wanted to tell 
you yest erday that v1th your help ma7be 
eometblng vould happen. 

Well , let me get right at it. I 1 l l get 
Grace TullJ to get it ott the deak. 

0. 1. 

All. right. 
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GROSS DAD CX mAR 

HO . HAllE UliG'l'H TCIIN&I!!! HCIIE PORT P~I!IIT LOCATIQI ~rl&, BUlL'!' Ill'! !'OllER SPI'lm 

10 LUNDBY 3~7.0 4,150 ltalJAbaTO lin Torlt 4/2l/41J 1926 Freichter Single eo,...., oil 
engine• 

ll lWill $.2 1,l69 ... ,... Jw Iorlr: 6/a/40 1933 Pre1cJlter Sill&l• ecrn, 4 
(leb-1&. C)'llAcler CQIIIWIOIDI 

( b1net7) etAa eq1JM 8Dil 
~rio 4rift n-
~ ~ t.ariliDII 

l2 lWIB 292. 0 1,700 .. ,... .. torlr: 6/D/IIJ 1cn6 rr.icbt.• ~ oorw, 3 l2 
ql 1"dtr ODIIFD 

1 

ot- eq1JM 8Dil 
~ pr •• a • t.art>w 
1d.Ul Z'OCIIrllt.1a .... 
..S obaiA drin 

13 .... 356.4 2,911 .... ,... .. r.n 7/tiJ/IIJ 1-~ fldll -, oU _.,, .. 
l4 OLliiPD 3t4o7 lo,lo88 0 1111 t·.- .. ,_ 6/J/IIJ 1U» l1'eS&IIt.• fldll oorw, oU ....,_ 
15 PAIIU 290.0 1,~ .... ,... .. r.n lo/lo/IIJ 1m ~ a1JIIle -· 4 117u.Mr a a • 1 111 a 

et.ea -.s--
la. pree a • t.rb1M 

16 SISSA 290. 0 1,700 .... ,... .. r.n lo/J/IIJ 19J6 '"1slltlll' ~-.3 
11711Ddu- o~omd 

l2 

et.ea ....,_ 8Dil 
~ pnGOIJft t.ariliDII 
1d.Ul rodoootiGD pu-
8Dil oiMda drift 

17 SJ(:JTJW 271. 7 1,., o a , .... .. ,_ lo/7/IIJ 1,. ~-.•11 l3 ...., .. ..., 
~ 
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CROSS DATI: 01' llWi 

110. IIAIIB LEH!mj 'l'CMIAQ£ H!!!l!i PORT PRES!i!JT !.Q2~TIQ! t.!!filV 6!! BlfiLT tiP£ P\t.~m SP!:l!:O 

18 TNIJA 265.0 1 ,)92 &abJera 11- York 7/3/WJ l.937 l'Miebt-er Sl.ng1e acNW, c-. 
pound 4 cylinder, 
ateam engine 

19 TII1IS 271.7 1, 61,l. Copenbapl 11- York 4/15/WJ 1936 Certified Single ecr.w, oU 13 
tor oan'7- engine a 
1Ac pe.e...-
.... Nb'i&• _biDe.,. 

20 P. B. DAIQ( )26.8 2,1132 cop ..... ,. ptdJ...._lpbJI lt/9/40 1929 ~.r Single ecrww, c-.. 
pOund 4 cylinder, 
at- .ag1ne 

21 ll<ma 1/)1.4 4,'700 CIIJl .... PbJl......_,_.s. lt/8/40 1937 rr.i«bter Twin ecr-, oU 13 
eagiMe 

Z2 9IIOSQII) 3()S.O 2,9)9 ~ Balt111Dra 4/'J/40 1916 '"i«bter Single ecrww, 
triple apenai en 
at- qiliN 

23 ALSSIIID ))2. 1 ),222 l'Mderikeb&Tea Baltiaor. 4/5/40 l.920 rr.~ter Sia&le-
triple apeneicn 
at- eJI&ine• 

21. LIU lWIISl 439.0 5,614 Copeabac .. Baltiaor. 4/6/40 l.9'J9 freilllt.r 011 •ii··~ 15 
eingle-

25 lWIIllli.D )26. 8 2,252 Copeabacea Baltiaor. 4/9/40 1938 ~ 
S1zl&l.e -· 

l.4 
oil. •1:tne1 

26 COJlJIBU )84.7 6,049 ~ Baltiaor. 6/S/40 1928 ..... ~ Twin-, oU 

~-· 

27 AliA v eps w.~o S,'J'J9 ~ Balt111Dra 7/'J/40 19)2 J'reilllt• Single ecr.., oU 15 
eac1M• t... 

' Regraded Uclassified



GROSS .DATE OF YEAR 
1101 !!AilE IJliNa1'H 'l'CiiH&iE HOIIl!: FORT PRESJI!! ~6llS! ABBl!& IS.! ~*I TIPE POIIEI! SPEED 

28 NIEL IWIRSit 41.8.9 .5,066 Snnl>org 8alt111ore 8/l'J/WJ l9)l Preicbter Twill ecrew, oU 1.4 

~· 
29 LAI1R.t IW:RSI 455.9 6,599 Coprhogc Baltillore 7/.5/WJ 19)9 Pre1&bkr !W1A ..,...., oU 

-ct·• 
lsi 

)0 PRODE 289.7 2,UO Co~ llortollt 4/U/40 191.8 Pre1&bkr ~aorw 
triple apiUialoc 
... 1!ftCi··· 

)l B. ll. D.wlAS )26,8 •• 1136 "op=b·s- lortollt 4/ZJ./11) 19ll) ,... .... ~.--. 4 
qU.S.. a a.F aGDd ..._...,... 

32 CAI('fmMt DS 1,56.1 7,691 Precler1o1a J.--ula 4/14111) 1921 , .... !Ida-, oU .... 
)) .......... )110.0 4,/oiO Co~ t, .. Loe AllplM lt/13/11) 19.26 !Ida-, oll 

"'Ii I 

)4 IKIIIII'IAL )80,0 1,,472 "op=base Loa AJiplea 4/20/40 1924 ~ !Ida-, oU ....., •. 
)5 ...,.., 1,01,4 4,702 eop.abagc ora,. Harbor..... 4/UIItJJ 1938 !Ida-· oll 1) 

"'Ii 

)6 WIWIIIADSI* 41.8. 9 5,038 llnDdbors Me1le 6/U/11) 19l0 ~ !W1A -· oll 
1.4 ...,.... 

)7 CIIBD vap•• 4'7lo.9 6,576 Cllfl b•pn l&lll1la 7/20/11) 1917 l6 

38 IIIILDAIIADSI* 4)9.0 s,60l Cllfl ntac- Mantle 7/27/11) 19,. 1.5 

~ 
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39 ...... .. • 471.9 ,,,., CaJ t .. Gilboa, P.I • 
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!laMa 

DID or DU 
=v• PM 
1/UJflj 1m 

ml PO!III ......... 'flda ecr.w, oU 
(Barrie. --'"• 

r¢1 ») 

S1'lll'l! 
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.. 
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llobert 
Pauereon: 

H.II.Jra 

PI 

B. II .Jr: 

P: 

I.II.Jr: 

PI 

B.M.lr: 

PI 

B.lt.h a 

,, 
11 .1.11'1 

,, 
B.l.ba 

PI 

B.lf.Jr: 

P: 

H.JC.Jr: 

P: 

BeiU'1' 

Bow are 1011' 

Bob. 

April 8 , 1941 
11:28 a.m. 

l u•en' t ~ll.a4 to 7011 1n a l one u.ae. 

~- I 111ea 70a. 

laiJ, oo tbla •nar UIU IUaaon broupt 
Ill a ooapla ~ Uaea 1D OODDe OUOD w1 Ul 
lbla 1aZ1al et national 4etenae ooo~ota 
•••••• 
t•t• _. oa peol1u. 'fe"a, I mow ..... ,, .. 
~4 at 'lie ... eeabll 'o JOU t o la' 
........ WDR OD .,, 

t~. 1 14 aak noU!lDI better. 

Well, 001114 JOU pu' blll OD Ulat ao Ula' he 
eaa14 WDft WlUI u aloo. 

~~ 

'I tlllak l\ .-14 be hel¢111. 

~---· 
0.1. 
'lba'enl' he ..,. I'll a b14e b1 U and I 'll 
••• to n Ula leore~l'1 4011. 

Well, 1t he oo'llld be put oa tll&t Ulan he 
oo1114 WOI'k w1 th r ol•J and thaD •• oolll4 
4nll.op 1t tocether. 

'lea. I'U alii. blll to. 

'ftlanlt J011. 

!baDII. JOU, B•fti'J· 

42 
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April 8, 1941 
11:30 a.m. 

RE FINANCING (RFC) 

Present: 

H.ll.Jr: 

Haas: 

H.ll. Jr: 

Hadler: 

R.l!. Jr: 

H.JI. Jr: 

Bell: 

H.li. Jr: 

H11aa : 

H.M. Jr: 

Bell: 

Kr. Haaa 
Kr. Haclle;r 
l!r.llurph;r 
Kr. Bell 

I• this fixed aa of last night? (referring 
to report) 

Yea, air. That baa eaoh da;r. 

I aee the Karch 16, '43, la off a little, 
hn't it? 

The whole market h up thla aorning. 

Ia it? 

(Kr. Bell entered the oouferenoe.) 

Bello, Dan . 

Good a.ornlng. Bow are ;rou feeling? 

.l little better. 

You should get off ;rour feet . It 11 hard 
to fight a oold. 

Well, it ia muoh better toda;r. What la new, 
Dan? 

Nothing new. New York aa;ra there ia no 
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H.I'. Jr: 

Bell: 

Vurphy: 

H.li. Jr: 

Murphy: 

Bell: 

Vurphy: 

Bell: 

1/urphy: 

Bell: 

Haas: 

Wurphy: 

- 2 -

change in the situation froa what they 
reported yeaterday. I talked with Eccles 
last night , and he aaid hia firat choice 
waa alx hundred ailllon dollara, one laaue, 
either in the three year period at one and 
a quarter, or four years at one and a hal!. 

Hi• aecond choice would be a three hundred 
.tlllon dollar, two iaauea, two 7eare at 
ee••n eighthe, and four yeara at one and 
three eightha. Be uid it you adopt what 
he called •zonea' choice, • that ia, the 
lanuaJ7 and the lul7, '<l3, he would put a 
anen elghtha and a one per cent coupon on 
thoae. 

Be would? 

tea. 

Be haa rneraed Pher. 

Bow? 
Plaer fa•ored a one and en eighth. I MaD, 

I call attention to the fact --

OD the three hundred aillion? 

lea. 

Thla 110rning? 

That waa fethrday. 

Thla was late laat night. 

He re•eraed hi• leat tiM. 

Piaer waa aore conaerYatiYe than we were. 

44 

Regraded Uclassified



Bell: 

11urphy: 

Bell: 

llurphy: 

Bell: 

Kurph)': 

Hadley: 

- 3 -

On the one and three quarters , that is, the 
January, 1943, he had an estimated premium 
of par fourteen as against par aeventeen 

45 

which we had, and for a two and a quarter, 
we had an estimated premium of par seventeen 
as against par eighteen. Re wean't so opti­
mistic about it . He had taken six thirt;r­
seconds off his preaiuaa on the theor;y that 
the;y weren't going to sell at •t tha;y oalled 
the computed pr..Iuaa. 

In the caae of thia lut iuua, loclea wea 
110re optilliatic thm Pher, ud reversed hia 
on grounds of polic;y and atapped lD ID4 toot 
111 eighth off the coupon. 

Well, these are 110re lD line with ;your eetl­
aates, are the;y not? 

No, the - we - our eatiaatea were lD line 
wi th the ones that Plaer .. a. except that 
we have a little higher pr«<dua. 

You rec~nd a one ud a one md u elpth" 

Tea. 

Ia that right? 

I think the lower coupona would go, blat tbe;r 
would be lower preailllU thlll .. uve offered 
at an;y ti.llle in the past, md I aoa•t mow 
as this is the tiae to break crouaa oa that. 

There is soae thought in law Tort that the 
premum 1a going to be aeteralned bf the 
qount of sel ling that c0111 out, ma the 
experience of other RFC and gaarutead iasues 
is that after the original eubecriptiCD the;y 
go bact into the blf bante, and theJ expect 
the .... sort of se ling al;ht take place 
this u • . 
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H.V.Jr: 

Hadley: 

H.'II.Jr: 

Badley: 

B.V.Jr: 

Haas: 

H.ll.Jr: 

Bell: 

B.K.Jr: 

Bell: 

B.V.Jr: 

Bell: 

Hadley: 

H.V.Jr: 

- 4 -

tbat effect would that have? 

That would ban a tendency to cut down your 
estimated premluaa duri ng the early period 
of the offerings. 

lbllre c1o JOU atucl tocla~ 

46 

I th1Jik that till IIYID ellbthl OD the aherter 
line Ull1 cae pv eeat Oil the lODger hne 
will p, but I woal4 Ntlllr 1ee the one p .. ••t tha tbl Olle 1114 .. elldlth, beoaUie 
I wu u wn1.a 1h• •• • little mre arciD. 1..., 
.Jut the liM· 

W.U, that loallcll 'fei'J goocl to •· I cloa't 
tlliDk • wouli qu&l'Hl about oae eighth oa 
thll. 

- aoa•t - pt Spi'CIIll - Roue together' 

Sproal ll dot. laue 11 there. 

lbat .U tbl NOeptloa th11 ...-aiDe oa 
filluoiJII ne•f 

'rher oarrlecl tile .to., that JOil wre pine 
to ha'fe two i1.a11 of three bllDclPed allli oa 
eaoh. 

There ... no editorial oa..eat. 

I will tell~~ I feel. · I feel a little 
len coafortable thla 1101'1l1Dg than I c11a 
yesteraa,. 
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Hadley: 

H.)(.Jrt 

Bellt 

JlllrphJt 

Ballt 

Hdle7t 

H.li.Jr: 

Jfau: 

H.K.Jrt 

Hdll71 

- 6 -

••t aoea one ~i&hth 11101111t to on each 
111ue, haa IDJbOd7 flgu"a lt? 

!he a~erage coat oTer two Je&ra woula be 
about a ailllon ana a halt aore on all 
ll1mdrea ailllon. !hat would be the total 
ooat. 

~~~ lt .-. It b a 111U1• ana a 
-.... tM Ute ft till bD 1a ... a. 

til dll1laANI lllUla lolliNf !Jiat 11 
-at.! lit • 

47 

.... l.a • ~t ldat017 of tile ~- • 
pi'Mi(MI ofteij.11p of DC. 

'fola aq tile aarbt 11 llettll' toaqf 

'"• OD tiM r.. .. " iinet lineaL. it b 
1J tbNe ..a t•• Wl'h-91•a.• 1111 
~- il .... ,.. •• ,t ..... llat ., 

........ tlJIIl tea. 

lm~:;· OODirlltiOD wl til Jbo, Boue 
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li .M.Jr: 

operator : 

H.X.JI'I 

H.X.JI' I 

Optra,or: 

Roben 
Rou1e: 

H.X.JI'I 

1\: 

B.X.JI'I 

R: 

H.X.JI' I 

1\: 

B.X.JI'I 

1\: 

H.ll. Jr 1 

R: 

Mr. Rouee? 

April S, 1941 
11:35 ..... 

4.8'-

Mr. Rouee ea1d he'd l1ke to wa1t about 
thl'ee 111nuue. 

'bat'• all r1pt. 

llallo. 

... Reule. 

loo4 aorn1na, 11r. 

loW U'e )'OU' 

ll: )7 •••• 

11a f1ne. I hope JOUI' oold 11 better. 

Well, a little. 

~ou IOUDd a little he&YJ. 

~eah. low did the)' take the prel1alnai'J 
allllOIIDO-Dtf 

Y117 ..U. Vel')' well. !be urket 11 
po4 8114 flra Juet ae 1 t wae )'eeterda1. 
!tle bon41 are a eha4e better, l to )/)2nde 
lleUeP, an4 'he nou 1e unohanled. !he 
..rtet 11 all ready t or the 1e1u1 and 1t'e 
Jaat a oaee or heU'1n& the terae. 

Wba' 1 a 70111' Ju4pent ae to where we ehould 
pftOI 1tf 

~ou ba.,. 111 a1D4 the lanuan an4 Jul7 '4)' 

fba' I I 1"1Pt • 

7/8• aD4 1 .. 
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H.M.Jr : 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

R.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jrl 

R: 

H.M.Jr: 

R: 

H.M. Jr I 

R: 

B.M.Jr: 

R: 

7/8'e &114 l. 

-r ... ell'. 

- 2 -

An :rou ta11'1J oont14ent of tboatt 

lee, I ~- U oou14 'be done at l/4'e 
&114 7/ 81 • 'but I woul4111 t •e-ell4 U. 

low Wbat .... {ou no-en41as to• the 
.J&nUU'J 15, I ,, 

.Jfi'UU'J 15\ll tile 7/81 e ooupon &114 .J~ l5Ul, 
... , a U ooupoa. 

h tllat 1'1P'' 
-r ... 111'. 

'fou elll'pl'1ee ae. 

Wb:r' 
Well, I tho111ht :rou we•• ao1nc to au toP 
l/8th •o•e on Noh. 

Oh, no. I l'eallJ thlnlt that the - JOU 
oou14 llkla U 'bJ wUh a ll~ an4 a 718' •· 
the:r' 4 'be taken 'but :rou wou1411' t ha'le a 
NUataotOI'J e1 tuaUon 1n Wl1 Judpent. 

But Will J OU ha'le • • • • , • 

But tblll at 7/8'• an4 1., l thlnlt ,ou'4 
ha'le a 'III'J l&t1etaotoi'J l'e..,t1on. 

On the 7/8 'e how auoh a&1'&1n clo :rou Wnlt 
thel'e 11. 

Well on the 7/8' 1 1 t we cUP teel1111 the t 
thel lhqul4 be wol'th 1n the ne1&hbol'hoo4 
of ~5-5b vhloh 11 Juet a eha4e oTel' half 
a po1nt. 

I 11e. And on the othert 

An4 on the l• I th1nlt about . 75, vh1oh 11 
l8/.J2n41. low U'• awtullJ 41ft1oult. 
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I ,II,Jlol 

ll: 

l . ll.JI'I 

II: 

B.ll,JI'I 

a: 

B. ll. Jra 

ll: 

B. ll . Jr: 

- ' -

.. , .... 41ttlau1" ...... ,... 
"iaiiiidi:Low ...... lila' ,.. JJf"!r ~ .::: :r::.::m: 

""to .. , 1ete1 ,_".,''to 
ilup1111 .. , .... Ia ,... ...... 

_ _, 1a _...._ -u.oa. I 
-· tlllf JI'Ol~Ul.J woulGD7i:---

V.U1 ba'fe J011 IAlU4 to- We wU1 --­
.. to the 'belike wo'l Ut 

, ... dl'. 

tiP• J011 lalke4 10 aoae ot 1blat 

tfe, I un, u4 ,.ople like tbe ._.,..., = tbe GbaN aD4 1M 01" I tii1U tG1 
M SJ.a4 IO leU WI u& - *! .... 

-. .,1 .. .-, ...., •• llaJ 1a • opea v• 
... l 6oD1 t th1Dk .u:r'& - •• ... . 
.,.... .. lJI41Gale4 ot 1.,,...., l 11\iW_ 
tiJ the Nit ot the .afte,, 1114 -~ d 
IKe peolla"blJ a llUla u.u 10 ._"' 
..teee tbe 0111 ot ton 'beaU kHP UIIL 
lt uq laJ'p nrppl:r -•• la, the 1IUIEa 
... td1l laDCl to 11014 llaok ...... , .... 
oa Ule ~ al .. ot tbe ..,.., ..._._. u ...... 
l ••· Well, :rou'U be ...-& tor Ule un 
15-20 diNt .. , WOII11 fOlio 

Ob, :r••. I 1 U be rlpl beN. 

O.lt. 

50 
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- I -

H.ll.Jr: 

Bell: 

Belli 

B.li.Jrs 

B.li.Jra 

B.li.JI'I 

Hua: 
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H.K.Jr: 

- 7 -

(!he S.oretai'J on tho ~te ..... phoao.) 

Hollo ••••• 

up,f ••••• 

........ 
!lao bOJ -t be a ,...,_.t ... •• 
a, 1011 - aot Cooa Cola, ta. o&;or ...... . 

Pepal Cola. Cll Jeo. Be ll tbo pn~aeat ot 
the I• Ton Bepu'bllOID Cla'b, I wu ..... 
Or tt. latlcaal Ropu'blh111. Be lo tu 
preoldoat of 10.0 s.pa'blloea olu'b ••••• 

I Wllk t. ll preal4•t of tM Jatloul 
lepll'bllom Club or ao.othlq ••• · •• 

• 
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.. 
- 8-

It 11 ~a-o-t, but lt can't be John. I 
doa't U. wbat hh tiret DAM 11, but 
lt l .. 't JohD ••••• 

U. Uf»et, Jr. , but 
fltll~ la ••••• 

It b aot lolla ••••• 

I don't lmow what hh 

Z: 11 lt I bow wbat lt h ..... 

ftlat ll .spt. Dou ht wut tOMthlDc of .... , ..... 
(Ia, • • ••• 

()ll ••••• 

.u - ..... 
Bt h 'ftPJ oleYtl'. Bt bat ude a hell of a 
lot of •••7•• ... 
Bat aa.e of the aore conaerrati 'fe people up 
1a In Tort don't thillk he h 10 hot ••••• 

W.ll, that il ODI of theae inYett.IDt tra1t1. 
It 1a aa lanttMDt truat, but he hu Jut 
been a little bit too ... rt tor 10.. ot thea 
up there ••••• 

I •••···· 

I •••·••• 

Y••·•••• , ••..... 
, ••..... 
!'bat h right. 

Regraded Uclassified



- 9 -

I •••····· 
Well, I wi ll tell JOU two tellowa who could 
giYe JOU a line on i t. One i s Forreatal, ana 
the other ie llob Lont t ••••• 

low, theJ would mow Ida. ,.., l'tallJ mow 
hia. But tboee two ... - ••••• 

Yu. Or Bob Le•e!!J 1llul ll a YII'J able oon-
~trnti'n feU• botk tlloae - would 
mow hla. •••• 

Be haaa' t left pt, ]au lae! ••••• 

Well, Lontt :1 ali Jaaow, I td.ll tell J011 
who elae woali JaaoW Ida. aat ll tlda .. 
o.er at SEC wbo ···•••• 

I wu tblDkliiC of rrut .a Plb. Do JOU mow 
Suliller Plb' If ~ aek l••- lruk to oheot 
throup Ida lew tork oftlee, lt J01l -t to 
ao thit ••••• 

Jo, he la a In tork -.,, I tlalU. lie la a 
IIW Tort bar••••• 

Well, I han aMil Ida. I Wak 0110e onr 
ten para ••••• 

Well, the oulJ WJII tbat JOII alcht ia it • 
put a tu Oil aoft lrlllklo •• •. 

'lell, aoea that halp rn allJ! 

0.1. ••••• 

Well, I will forget lt ••••• 

Good bJe. 
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H.U.Jr: 

Bell: 

H.ld. Jr: 

Bell : 

H.I.!.Jr: 

Bell: 

Badlef: 

H.K.Jr : 

BeJ.l: 

Badlt7: 

Bell: 

- 10 -

I don 't know whether you f ellows could hear 
or not . 

Could hear your end of i t, but not his . 

Bad an o!fer. Where were we? Scme of those 
o~veraatl~a on the lhlte Bouse phone, the7 
Juat upaet JOU. I told h1a not to uae it 
uo~t for the Pl'elidiDt . I·*= I would 
oall up loolea. Will I get frca 
lWtf 

fte .... aa ;roa got lalt night, I think. I 
told his I alght call hia t0d.a7, aDd he 'b}!k 
... 11. Jaa can 1t 700. want to. I don't t 
there wUl be 1J11 ohange in it. • 

SUppoaiJig I oal.l hia. What tlme do we han 
to iake up our lllinda? 

Well, we han got just aa much tl..llle aa we 
had IDI.tll the other. The onl7 thing ia, 
"817 t1Ju we dala7 1 t until the afterno~--

We alght aa well do it now, aightn•t we? 

U 'enCt it out of her e b7 one o' clock, 
the have tlae to get it illto the aaila. 

.l tn how-a -·t aalte &nJ dif ference. 

I aa i.Dollnecl to g1 n th• the extra eighth, 
I near. 

I aa too. 

We can get 1t back ~ the next one. 

55 

Will th11 have IJI1 effect on our three qgarters 
percent note out, putting a coup~ like thla. 
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Hadley: 

Bell: 

- 11 -

Well, ther are alread.T in the dog house . 

Yea, I know, but would it put them back in 
t he corner fur ther? 

I don 't t hink eo. 

The guaranteed and direot markets aeem t o be 
prettr diatiaot. 

(!~ OGSY•atlca td.tlllfl". Eoolt1 
tollGila• 

56 
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H.M. Jr: 

Operator : 

llal'l'1lltJ' 
ltoltll 

l.l.hl 

II 

I. I. hi 

II 

Ll.hl 

II 

LI • .Jrl 

II 

I. I. hi 

E: 

I,I,Jrl ,, 
•••• .r •• 

E: 

B, II , .Jrl 

Bello . 

Oba1naan Eoolea . 

April IS , 1941 
11:50 • •• • 

Good aorn1nc, Belll'J. 

Good .orn1n1 llul'liMJ'. low .,.. rout 

I'• tlDe. I J••' pt ..,.. lua4aJ anor 
'bellll aw,r a lUUt WIUlt . 

Good. 

low &1'1 rou toel1ftl' 

Ob, I 1Yo pt a bead oold. 

Y011 ban. D14n 1 t )'Oil lit a l1ttll l' .. t 
Wbllt JOU Wll'l aW&)'t 

Ob, bad a . .. .. 

Got all over 1t b7 aow, abt 

Wtll, I &Ot 117 bead oold latlll"daJ n1pt 
•' that 4aaD 41nnor. 

weu. I -· IZJ)IO'Cod to ,., 1D bol'e. I 
toOk a plano and aot IJ'Oilll414 our 111 
Jll1no1a ao I a1eao4 it. 

Well, 7ou 414ft' t ala a anrwnc. 
(Lavp•) • 

llal'l'lllel', wo'Ya prett1 well t1SI4 lbl 
~o4 • wnt to boi'J'Oir oa, Janua1'1 15, 
_, &114 h17 15, ._,_ 

Yoab. IJ!lU at 1ato two ot t)OO a1111on 
.. ob. 

57 ... 

Yoab. Wo 001ll4 M 7/ 1 1 I 1D ODI OUI anA 
1" 1D Ule Otba'o '!bat 1 8 wbat Je1l till I M 
11 Ulo ~ ,.. tau. 
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E: 

R.II . J!'I 

t : 

R.M . Jr: 

E: 

B. M.Jr : 

E: 

R.II. Jr: 

1 : 

R.M. Jr: 

E: 

- 2 -

led. 

I woa4er lt rou atlll taal ~' wa,t 

1 ao. 
1 taU ~t; WJ JIUIJ'tlof. I 1YI w..Unecl 
a 1Utle bU. 

lou lblllk U 1 
• too lowt 

lo, ~ lblllk U'll 10 INt 1 lbll!k ta at~ 
UI'Ut ~ DO' M ao po4. l 1a 1Del1De4 
to ~ • l/8tb. 1D Hob. .... Jan •• a 
eol"t of lDPNilOI poll OJ. It '• tM t1ret 
ou aD4 •• • ••• 

58 

Well, I thlDit J Q111rl Juat pYliiC U to thH. 
(Laupa) . 

Well, tbat alpt be tl'lll . 

Ot OOUJ"II, 1t1 1 ob .. , 80DIJ DO .. ttlr 
what JOU 4o. llbat I 8 tb.lDltliiC of OOUJ"II 
11 the etteot U baa 11nereilJ upon the 
!J"IU\IJ7 abort Ulllllo It 10rt Of IIW.b­
lllb.ll - b.llpa to eatablllb. a prloe tor 
rour t1nano1nc be .. ••• there oerta1Dl7 11 
a oloH relatlonlb.lp. 

1Mb.. 

lou otterecl a :Y' note •• u optloa 1D tb.l 
laet tlnaDolnc tor a 2- rear note aDt a 7/ 8'• 
tor a 2-1ear note - 1••• ~ two rear• •• 
a .. t~ ot taot. lere'• ;!!?a·'· It'll 
• p~ aooct ~tl. 'nll 0 olal ,-per -
ot IIJUI'II tb.lt 1 nell abOI'MI' - bat; o.-erolal 
~ u ee111DC at 1/2 or :Y''• ot lJ. 1 
oaa't laai1A• ~t • 7/ 8'• or a 1~ paper 
tllat t;Ure oolllc1 be auob. queat;lon a'bout u . 
It; • • pure17 a ballk tlnanot.nc &114 t;b.IJ are 
1oac114 wUh r11en11. lt; 1 

• CIOIIJIU'&ble wl th, 
Of 00111"11, a YI I"J abort tl .. 80ftl7 UJ'II:.It 
u4 •••n lt a lone bond apt p 4ow , I 
oan't ~1n1 a lhort rate of tb.la aort . 
lt wlll be prettJ lal"'llJ b.llcl b7 t;be 80nl1 
_..ll:et ballka. lt' 1 alaon ent1Nl1 • ••• 
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H.M.Jr: 

E: 

R.M.Jr : 

E: 

H.M. Jr: 

E: 

R.M.Jr: 

E: 

R.M.Jr: 

E: 

- ) -

York and Chicago ie1ue and vbat el1e can 
t he7 take. Where oan t be7 go and get 1' 
t or abort mone7' 

I don' t know. 

59 

There i1 juet no plaoe the¥ oan put lt and 
th17've got t he idle mone7 and it juat l ocke 
t o •• like an7tblng aore thAn 7/8'e or thie -
tb1e ought t o glve t hea a preslu. ot l/2 
&nTW•1· That's the W8J it looke .•. • . 

Well, lt depend• upon whether 7ou tigure 
that corporate tax at 2 .. or )0. 

Well, that'• oorreot. Ot oour1e, that 
appliee on evel'Jtb1ng elee t hoUCb. !bat 
applies on all the private t1nano1ng. 
Ot oourae that darn corporate taz tiling -
it1 1 too bad we can 't tree&e it at 24 eo 
tar ae Government tinanoing ie ooncerne4 
beoauee it doee give theee taz-tree 
ae~uritiee an advantage . 

That'• right. 

I don't know. 
that eo tar •• 
to treue that 

Ien't it poelible to tree&e 
taz pu.rpoeee 11 oonoerne4 
at 2~' 

I don't know. IUght think about 1t. 
An,.thing ie poeei ble theee 4&7•· 

'file .•...• 

Vhare 11 P11er on b11 tiguring to4&7' 
What ooupon doee he put on i tf 

Well, let'a eee. I've got a iJ'&de here. 
7/8 1 • tlguree about a halt pre.tua. 1-, 
that 1 1 Jul7 15, 14) WOuld giVI a- givee 
a taxable 7ield or . 77. The other &i~e• 
a 7leld ot .61. · It 70u go to the 1/8'• 
it givee a 7ield ot .9) and ot oourse a 
little higher preslua, but tb1e would give 
a little better than i/2 t or leee than two 

I .. ra. That '• taklDC into aocount - well , 
et'• eee- that'• aeeuaing 7ou've got a 

prea1ua or about l/2 point. 
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H. M.Jr: 

E: 

H.M.Jr: 

1:: 

B.M.Jr: 

!: 

R.M.Jr: 

E: 

R.M. Jr: 

1:: 

R.M.Jr: 

1: : 

B.M. Jr: 

- 4 -

teah. 

I waa a 11Ula &OI'J'1 that we 41dll 1 t 
po U1'bl7 - oouldll 1 t set J .... t o go f our 
J&ara and put poaelblJ a ll out and set 
U aoanered tbroqhout the oountr, . 

teah. 

fbia atutf s.• ros.nc to be ent1relJ 1n ...... 
In the ballka. 

Vall, U'a 101111 to be eot1rel7 1n lew 
Iork and Cbloqo laJ'I&lJ Wbereaa the ll 
-ul4 lla'fe been pnUJ wall aoauare4 
thl'oup a lot of banta. !hera would lla'fe 
been a national 41atr1but1on of 1t. 

!bat'• r1pt. 

But Dan ea14 that Jane wa pnUJ loath 
to 10 110re than 1 •• 

!hat'• rs.pt. 

}114 110 JOII1'f& SOt' a probl .. here, U ..... 
to •· o6 Jut wbat 1011 want tct ,s..,. the 
lew tol'k 'ballke. tbat'• about all there 1& 
to that, and thaJ'.,. aot .,. blll1on of 
r .. el"fea and oan t aet aDJthlDI on 1t and 
are J~Q1JII l/12th ot 1• rederal Depon t 
nte. low, I thlnk that wbate'fer • •• ••• 

tou aean JOU thlnk theJ'll Jut lla'fe to 
take u. 
Vall, I aean I thlnk theJ -uld take U 
beoanae theJI'fe Juat rot no other pl aoe to 
put Chell' funda and wllatner - 1t JOU gl'fe 
ttl .. the l/8 aore - of oourae, fh•J'r• not 
Ml'll1111 too auob. I'• not - u • oheap 
110De1 at 1- but 1t JOU want to pr1oe U 1n 
the a&ftet U l ook& to •• llke that 7/ 8'• 
and the 1- le •.. • • 

Ia wbat the aarket oalla . • •• •• 
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£: 

R.M.Jrl 

1: 

B.H. Jr: 

- 5-

I ~nit U'e Wbat Che MI'Ut ..Ue tar 
1n l1n of Wbat Che '"-•1117'• na t1MDo1• 
11. low, WI tlpNt a ll- fa. I JIU'I 11 
pnn:r po4 an4 U loaa ~ • ~~ 1t :roa 
t1pH .... tbaD ell :roll N 1oott ~ at 
lowa-t IUUU .... 1\.U &J WOI' ooe-
114ezoaltl:r 1111 tba .U.ee\, -. 1\ ... ,, 
&a1\, la·Ut 

1o. w.u "'••·· •••n ..tr oa '"' .... ........ 6eii 1d.11" 81ft :roa • r1q ....... ................... 
W.U, l 1U obeet a U\UI - O!l U too. 
II'SS11J lldll1 \ 611111.,.., ..... tllll 
8DI'D1JIC. I ~111\ lootet lt ... IIIlA 
.-17&14 u •• au. 1111 -.a: a uwe 
.-.. IDI1 1t 1 -. • .., ._. ,._. 1•u 
oaU :roa baok. 

'1111* JOU• 
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B.ll.Jr: 

IAirpbJ: 

H.Y • .Tr: 

Hadlq: 

H.ll • .Tr: 

J.\lrpq: 

Bell: 

),[urpbJ: 

H.K • .Jr: 

Bell: 

H.ll.Jr: 

!Airplq: 

H.lol. Jr: 

- 12-

lhat c1o 1011 1uppo.11 he •• lac thla 1101'11-

iDc'l 
I c1cm • t mow. 
laat to Mll Wa tbJ.Jtc ao., h• .aDJ 
r·11o.a. lo JOil PJ,.oa OD lama&I'J' 15, 

~ ane-elmtU, I 111U pat a llttle udar 
llalt a clal. OILe a GDI pvoet, I woald go 
111 to a t t1re1:iJ WZ't7-aeo0111la. 

ADd Jod 

fbln OD the 111'11l•llptha Uld 17 Oil Qlle, 

Snetec 11 eapll, llll't it? TOll allll that 
11 011 the laauar,T 

!bat 11 011 the .TuUJ7. 

You put 17 Oil the Jt.IIIW'f'l 

Snuteu Oil a 01111 for a cme. 'flre1Te for a 
111'11l-11 ghtha. 

'!'here 11 fiT1 thlrtJ-IIoODda betweu the N.tl ---
'fha other thr11 thlr'J-IIoODda goea to tha 
tax. 

Let ., a~ ~ thla. Blnr auoh differeaoe 
ao.. Ul •llll~ WI 1D nch 0&11' how aJtf 
WrtJ-aeocmda'l 

Fin l.Jl tU J&D'II&I'J a IUl lis ia the .Jul.¥. 

OIL tloe ana-llpthl, how aoh c1o JOil put? 
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Hadley: 

H.V.Jr: 

~rphy1 

H.J.!.Jr : 

Hadley: 

~by: 

B.lf.Jr: 

Bell: 

H.ll.Jr: 

lllrpbf: 

- 13 -

Par 15. 

And how auoh do 7ou do'l 

For the aeYen-elghta, 12. 

And on the one puooatt 

I will pat 80. 

.. pat 17. 

63 

Well, the~ 6s.l tllat 11 ~atlaaalal.e 1e 
tM ··~~, la•t 1\t tllat a1Pt .t 
dclllll to 11. Ia uat ,_, 1-' 

'lhln 11 au low. • atllu lt la Gal' aoat 
probable. 

I would aq 18 '1'01114 ,_ uple 1a a tw-reu 
obllgatloa 1t tM .. u ... -.t aeUSq tiilll't 
pre•• 1t war a .... 
fble il, u w ~. Oil tile Uae. 
bookl4l otl ~ • Wa 11. 

1lha t do 7CIIl ... , 

l"e Jlan pr1oe4 1t Jut • the 11M u R 
..... taltlll 1t t... ..... 11••· • ba'Hil't 
aaid, •rua will co llettuo laS~~'• ao .. will 
take off lhe =~=~••II• 11th reapeot 
to the tax u•-·-·- Jll'. ~. I WDlt 
1 t 11 1JJ.tll"lltlai to - a-t· tlae HOOJli 
deteue note 'lllalill abcln tU 1114eet tax c!lt· 
fuoetlatlOD eb-.4 Ul ell Cll&VI of 41 rroet ef · 
1 ta OCIIlpOil aa OcaJU14 wltb a tax ez•p1; note 
au. the I&IU date. '1'bq oloa.a 7••terdq. 
It doem•t make aeue to ae, but I cm't 
&r&\11 with 1t. 
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B.Y.Jr: 

J.lurpb1: 

H.lLJr: 

H.li.Jr: 

Hadler: 

BJl.Jr: 

- 14 -

lha t doea that mean? I don' t quite get that. 

Two notes due the aue date, September 15, 
1944. One h tull7 taxable. The difference 
1D their Jield la equ1ftl.ent to 41 percent 

Qd the ocnapOD ot the taxable note. The 
tuable note • 7011 oould pq a tax at (]. 
peroat an4 .till han the ••• IIIOUDt leu. 

So tlae tevble ute h out ot line or the 
otMr .. 11 .t ot line. 

the U pti'D•t ••-- hip to ... 

lilt w ue not telltnc a tuable note. 

JCr ~ 11 w U'l not aelling a taxable 
aou. • PJ'OPOie to •• , 1D OU1' prioin21_.l 
an all.u.oe it ao percent. It aoimdl hip. 
I anoeq oaU JOV attention to the tact 
that aa aotual oatltand1ng baue haa an 
allanaoe ot U. 

!bat 11 a ...alt ot the initial eelllng, 
ana it .. pr101 t!ll• too thin, .. U'l 
liable to han the - Wnc Oil thia. b 
1nit1al aell tnc ca that uooi4 w .... note 
toro.a the pl'ioe a.m. 
·~ll Jauoe 11 the ~1nt. I nner oue 1111&1: 
,. • Wlllt. J• ton ..,. .. ooal4 ao it. 
I · call_, .Jou1 aa4 .TODd an he 1d.U 
ao w~~at ..... I tell Jda to. I aoa1 t ant to 
u~e onr the 'D1Mae. I want 'to IV I w1ll 
or I 1nlll't. I iaa't ~t to ..,, •.r .... , 
toa aake !Ill fOUl' alna. Be 11 look'ng to 
• to tell hla. Sow want to uke up our · 
aid ..a call h1a up aa4 -.:r - n011 In York 
_,, the7 4•' t neei 1 t. 

'!he arpent that Kr. loolee urged and that 

64 
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Hacllq: 

H.li.Jr: 

llurpb,y: 

H.ll • .Tr: 

Haaa: 

- 15 -

I think might han been in Ill' . Rouse • a mi.nd 
also about the ef!eet on the direeta, it 
eeema to me, is exaggerated. The direet and 
the guaranteed marli:eta appear to be quite 
different. For example the guaranteeda 
give a substantial 1leld for the same ma­
turities at whieh the direota are selling 
at 1 considerable premia& above the zero 
Ji.U. '1'lw aa1Ja reu~1 pn~f. !•. that 
• tu abort 411-Hto, u. prl!pla cua the7 
ll&ft pt a olluo1 to 11\ a 1~ 1uu at a 
111M ,.... Oil tile .....-tMaa ., ... 
tbq ~~a ..... •t a4 u.at 11 CJIIite-

65 

.., ia't JU till ... ftl111 OD tJaa ~. 

fllo ftat 1a --~ M aaaltlOD tl the taft 
err "' p·natiel Wac ,....,_ Mt pita 
..- .s,qr 11111. *' -· a 1t1i aut ...... s.a 
tU o.ttt.aJaa laaua. It ilia 111 tJaa aat-
1tn4!n& !IlDia, lt .... w laaTe pt to ..a 
u J.ato the moe• 111. ~~.. cae. Do .. •t 
1t ... tu1: .., to ,.., BlUt 

ftat 11 rlpt. 

Yft 11J JCIII laaTIIl1t boob4 UJtiWac oUt 

lo, we p~~t 1 t rlpt OD till llae. 

well, 11bat ao ,. tblllt, Georpt s- .,. 
I woald aq oaa 1114 Cllle 1114 ua elptla. I 
dOD't WJik thla - I th1llk tllat la tJaa ICID· 
lll"fttlTe tr;:mo do 111.d tlal• 11 p10r flret 
lane ot thb e. You haTe got - till rbk 
la't worth t g. I think lt would F 
over, but I wouldn't take it. Eool11' argu­
u.ut is 1 atook arpat. You caald ue that 
on~g. 
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H.J.!.Jr: 

Murphy: 

H.J.!. Jr: 

B.ll.lr: 

- 16 -

You could sit here and 161, ~ou have got--" 

T'llo ;rears--

66 

So much mone;r i a there, but I mow that ;rou 
could have exceaa reaerv11, and if the fellowa 
don't want to hq it, thq &1'1 not going to 
bu1 it. 

Tiro 7eara il quite a tla•. 

But I aean the point that I aa making ia that 
the;r don't - the faot that the exceaa rea ern a 
are there, ever"Jthinc 11 there, haa not worked 
oat. 
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Badley: 

H.li. Jr: 

Bell: 

B.K.lr: 

Bell: 

B.li.lr: 

Haaa: 

B.ll.lr: 

67 

- 111 -

- ww ~ u tJau th1llk • 11 ... 1a cobc 
.,. It t:llq th1llk n 11 aobc 1 .... , tlwi 
w1n .. u. 
T••• laTe ;rou (Bell) ezpnaa.a JOIIPHlft 

.. U, I apoee wlthtM .. IIIII t'M OM u4 1a 
elf&· 

lit. toe. 

I 1M* A_.. 11 ~ to 111 ._ •n'nc ..., 
- ~ ..tala.. lti:AIJ 11 r.lq to •11-
liiDe Ia .._ to pt tl.11 Utt e ..-,. at 
a ~~ ..a 1 Wik t:llq ue ao1Bi to -. 
.... l'lpt Ia • 8U'bt att....a.a. 
1 lilaft ~ 11tea a Uttle bit oa t'M aauau 
at.a. • ..all aa•t k11Pt • ...,. X thlilt.w 
~ 1t tllat -... laoh tlllil, 117 belq a 
u ,._1'0111, n 11u ulpeJ. 
W JW 11t 70111' ti rlaa41 oa the later .fh­
amc, 

tad 11 ript. 

(feh(IID'll OOilft .. tloa with l11H l01111 
teU...) 
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Operator: 

R.H.Jr: 

Operator : 

B.M.Jr: 

Operator : 

Jeue 
Jonu: 

R.M.Jr: 

J: 

R.M.Jr: 

J: 

B.M. Jr; 

Operator . 

Mr. Je .. e Jonee. 

Right. 

Bello. 

hore~ Jonea. 

April II , 1941 
12:o6 p.a. 

Intel. UlepaU.,. I •• Jun Ulat •arr 
lnatenoe wondtrlnc wen I waa ao1nc to 
ll .. r h'oll 70u. 

Well, I'•• Juat been ta1k1, to Brother 
loolea - or 11aten1J18. It el&Jed •• • 
11ttle blt. 

(Lallgha) . 0.1'. 

J••••• ao that 7ou f•t tha plotare, the 
••• ron red. ..,. can do thle at 7/ 11'• 
ror the JanUJ'7 and the Jll17 at 1•, aD4 
loolea ..,. the - thine. 

Yeah. 

Bat I • ... been thlnkllll ralrlJ har4 on 
U and the polnt Ulat 1 .. York u.kea 1a 
Ulat tbeJ are worried about the after 
aarket and theJ thlnk 1t la queaUonable 
what klnd or a aarlltet J ou ' ll ....... aD4 
JOu'•• cot to ••11 a lot aore or til••• 
and thla la the f1rn one. low, n can 
ae11 lt at 7/8'• and 1., but I don't 
reoo-end 1t . I reoo-end that •• a44 l/8 
to eaoh, 1 ..... a nloe taate ln thelr aouth 
and thea wben •• ooae baok - •• think 1D 
the lone run we'll ••• aonq. We eba•ed 
1 t too olo .. on our own and the thlDC weat 

ss -
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J: 

I!.M. Jr: 

J: 

R.X.Jr: 

J : 

R.M.Jr: 

J: 

R.M.Jr: 

J: 

R. M. Jr: 

J : 

R.M.Jr: 

J: 

B.H. Jr: 

J: 

- 2 -

below par and •• rulned the abor t -ter. 
aarket tor oureel •••· 

Mow, that ' • J anU&rJ ' 43 ••..•• 

JanU&rJ •4J, Yllat I' a reoo•ending 1a 1" 
and Jul7 15, '4J, 1-1/8, and that 1e not 
the a4Y1oe that I'• gettlna troa the 
rederal Reaer.e 8yetea . 

Uh-hllh. Oou14D1 t JOU work U out on an ••.•rae• ot one. 

I don't"' how. I know What 7oa 1 n pt 
1n J OV alnd, J OU' d lUe 1t 

Well, What I thoacbt le tbla: I belle••· 
· BeDJ"J, tbat the 7/8'• and the 1" 1a plentJ 
...... I tblu 1 t w111 10 aDd 10 we11 aD4 
I don't ·tblftk tha tature aartet would 
bother but then I "'' jult Wnklq tbat 
lt a tallow boapt 11,000 W7 t500 ot 1t 
woUld be 1n Janaal'1 and t500 1n Jul7 aD4 
both deaud "'"· 'rha t ' • Jult an 1dea I 11&4. 

Well, I - no. 

I th1Dk the7111 pab ill• all rlpt. 

I thlu .u7 ws.u. ·I th1Dk that th•J ' ll -
I tell J OU What I oould do. It the 
Jana&J'1 15, ' ~3. whloll 1an 1 t qulte .... t 
enoup •.•.. 

!he JanU&rJ. 

I oould ehorten. tbat up three aontha. 

Well, RPPOe1DC JOU did that . 

Ba•• J OU go t • alnutet 

leah, pt all the Uae JOU want . 

8uppol1na we 11&4• that Oot ober, ' 42. 
Juet a .. oond. (Pau .. ). (falk a aa1de ). 
Bello. 

leah. 
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B.M.Jr: 

J: 

II.M.Jr: 

- '-
Le' •• oa11 :rena llaak la tl•e Dla•n•. 

o.r. 
I'll oall JOII ..... 

70 
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H.ll. Jr : 

161rph1: 

H.Jl.Jr: 

!l.ll.Jr: 

H.Y.Jr: 

lfllrph1: 

H.IL.Jr: 

Bell: 

Baas: 

Hadlq: 

H.IL.Jr : 

• 18-

Juat a aeoona. 

Par thll'teen. 

Jut one up, 1a that all? 

71. 

tea. Of o01D'ae, aa rour premlua gete lhoPteP, 
1t 1a barieP to get a pl'lidua, IUid gettiDg a 
pl'G1111lM&ne IIOPI ad 1101'1. FoP e:raple, OJl 

a Tl'f'1 ahol't one, n would be aatbltled wlth 
.. .,.., bat w would o~ get pap thiJ'teen. 

It • ..wm 't help &DJf 

Tea, I t:h1lllt 1t would. It .. 0111lta to Mre thaD 
the one Wl't7-aeoolld appeua, beoauae 1011 are 
working both ~·· You are lhortii11Ag the iuue 
11hioh horeaaea the lipltioanoe ot I!JT preml1111. 

Would 7C1U wor'f'1 about the other cae, 1hortening 
the other onl'l I •m, the Juq. 

It that na the oorreapoDdillili short one, n 
would get par titteen. In o£her words, it each 
ot thaa nre lhol'tened three month• and theil' 
ooupo11.1 clipped, w would get par titteen and 
thirleen. 

Do 7C1U thiDk that would be better? 

You would put out a aeTen•elg:htha and a one. 

hd han the 18M IICIUI'it, &I JOII han JIIIWo 

For an uerap ot OAe percent, rou oould juat 
110n the tirat one baclt threa 11011.th1 md leaTe 
the other: one one aDd an eighth. 

lAne the OAe percent where 1t b. LeaTe it at 
Ju17 15. 
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Hadl ey: 

H.U.Jr: 

Bell: 

l! .J.!.Jr: 

Bell: 

H. L!. Jr: 

Bell: 

H.L!. Jr: 

Hadley: 

H.l!.. Jr: 

lladley : 

H.!.!.Jr: 

H.U.Jr: 

~phy: 

H.JJ , Jr: 

l..'u.rphy: 

H.U.Jr: 

- 19 -

Well, that is one and an eighth. 

No, I think --

It would be a little thin on the one. 

What? 

It would be a little thin on the Ju11. 

One man said it waa twent1 thirty-seconds, and 
the other man said seventeen. 

No, that was the Janu&17 based on the senn­
eicJlths coupon and a one percent coupon. 

?2 

Then I have got it written down wrong. I had 
seven-eighths and one of you said fifteen thirty­
seconds and one said twelve thirty-seconds. 

That is right. And then we said on one percent . 

Oh, I meant at oneJereent to Ju11 15. Let me 
get this thing str ght. J.s of todq' s market, 
t he seven-eighths --

I will say fifteen. 

And what do 7ou sq ? 

That is t he January~ 

Yes . 

We say one . 

Supposing 7ou move that back three month• . 

We say thirteen. 

Well? 
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Bell: 

Hadlq: 

H.Y.Jrr 

Bell: 

Mu"ph11 

Badlq: 

H.II.Jr: 

Badle;r: 

H.II.Jr: 

Badle:r: 

l!&aa: 

H.II.Jr: 

Badlq: 

B.ll.Jr: 

- 20 -

You would .., ab~t elzteen? 

Yea. 

I• that enough dlfferenoe? 

It 1a1t ' 1111oh cl1ffll'IJlOeo 

73 

It 11 a llttle .... t.r thla lt ...... 'bat 1t h 
110t a a awet u tM - rou a.' t ~t aa 1111oh baok 
'117 110YlD2 lt tJaoee Mlltb u JOU lo• 'b7 the 
elpth, &at 7" pt llaek wllilt. 

!hat 1ID1Wl 11.,. 1• a anrqe of ou 1t JU11 
.,.a .,., .~ .. llaot tJaoee IIO!d:Jaa a1 
left 70f1r hq OM at OM ..a aa elpt11. !here 
b IJl aTenp of .. peroat. • wat.a to •t 
aa aTenge it OM pel'oeRt. 

Pat tu one llaot to .. Ta-elptut 

AM _,.,. lt bull: tiiNe MatU. 

'loal4 tJaat CiTe ,.,. tbatt 

Tea. 

Tea, J1l8t• 
hat. Toa 1ICIIIll4 1laft a .. ,. eJ.pt)aa ..a a OM 
..a a elghth. !llqllft14 be II1U -t11• apart. 

•t n an RIPRlJII ll Ooto._ l& -

hrt,-tn. 

l.NB at '•na-el&bthl, ad JOU th1at- at •na­
eJ.ptlal, ad the ~ 1&, lH8 at au U14 • 
11pt11. Blghtt 

!hat 1u1ght. 
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H.JI.Jr: 

Bell: 

l!l.dle;y: 

H.lt.Jr: 

Bell: 

H.lt.Jr: 

lihrpbT: 

H.lt.Jr: 

ll&dler: 

H.II.Jr: 

H.ll.Jr1 

Bell: 

B.ILJr: 

Bell: 

- 21-

1Dd that would gin u &Tenge of -

ce •• 

74 

You han u equal amount of eaoh1• thl'" lwndl'ed 
lliWon in eaclh i11ue, eo it WCIU.I4 aTenge one. 

la't that tlaat u - tut 1IOu14 pn Ida 'llbat Jae 
.ate. 

.. tllat 1i ~..,. ... 1•'t itt 

tu. 
I W11k eo. It ~ Mt pita u ...t u tM 
..... , lat I WU 1t la .to. 

.._, do JlN t:ldlltf 

lot pita u ....t u tM au pooeat Ia Jrmielfi 

•t ao lOll th1Jikt 

liar. 1t wUl &0• It 11 all rtpt. I We :W. 
ull to apUt e1ptha. IU ua-.t tOclq Ia 
aloh ... ill ~·4 •• that • so 14 t17 to 
pt h1a 1D t:Jae lUIIJ&P1 &D4 lull aOh.aule • ..a 
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H.J.!.Jr : 

Bell: 

B.ll. Jr: 

Bell: 

Bell: 

lblrpql 

H.Y.Jrc 

lla.as: 

B. ll.Jr: 

Bell: 

- 22 -

now he breaks it up for t he sake o! ave.raging 
a one percent rate. 

That is all right . He le our customer. We 
han got to try to satiety him. 

We are his supporter. 

Support? Ro1f do fOU lll&n? 

?5 

We 111pport hila in the arket. We stand behind 
hie te~ear loane and flvt·fl&r mone7. 

Fin-Jear .,ne7'1 

TWo-rear aone7 now. 

~· and & half. 

I 'thillk that is all right. That ia what he asked 
for. 

It makes it eas7 to figure his profit, and he hal 
got an even one percent. 

Dotl the President have to pass on this? 

Bo, just fOU• 

(Telephone oonveraation with Jesse Jones 
follCIIII's . ) 
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R.M.Jr: 

Operator: 

H.M.Jrl 

Jtlll 
J ODII I 

B.M.Jr: 

J: 

B.M.Jr: 

J : 

R.M.Jr : 

J: 

B.M.Jr: 

J: 

B.M. Jr: 

J: 

B.M.Jr : 

J : 

B,M.Jr: 

J: 

R.M.J,.: 

lello. 

lo0l'Ota1'7 Jonoa. 

!llaDt JOII. Bello. 

lleUo. 

.lpr1l a, 1941 
12: 15 p.a. 

'~!£: ou n•• ,ou Che u ... ...,. -
Oo 15, ' '2, 7/1'• aD4 .Jllltl5, •• ,, 
1-1/8. 

AU I'IP'· You Wak uaac•a tbe I'1P' ..... 

le tldJtk ao. 

You '*1Dit aot 

'~••· 
leU, 1''a 801'8 hpoi'W.DC ~ JOU ...... 1' 
lo ~ ua 'booauao rou' •• pc ~ ••••• • 

le'•• F' to ••ob Che IIIU'Itot fOI' rou. 

lo' oa1J ua&t- no, not ao •• u.a• 1Mn 
JOII1Yo pc a lo' .ore 80DOJ ~ MI"NNr. 

frlao. lo, I fnl perfootlJ baPIIJ on tld.o. 

ftat'• au npc. 
low, •'ll pt out tbo ol'dara. low, 
~· l'•• - bellot 

~ 

ADJUUac bappn on uaac tobaooo .-pa~Q't 
bow ~ 

Yea. I'•• boon t1pr1n1 bore •• to/ wort 
·u out wltb our lawrar bo7a bore aa4 l 
Cb1ak ~-rro• or a&Jb• !'bura4a7 I •lP' 
be roa4J to taUt t o JOU. 

0 . 1. 
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J: 

11. M. Jr: 

J: 

II.M.Jr: 

J: 

B.M.Jr : 

J: 

R.M.Jr: 

J: 

R.M.Jr: 

R.M.Jr: 

J: 

R.M.Jr: 

J : 

- 2-

About '!huradaJ' 

!bat'• all r1ght . Paaoook Will ba 4oWD 
here co.orrow. 

He'll be 4oWD coaorrow. 

r.u. 
Well, I tolA Cbeae bo71 Chat I Cboqht we 
OCN14 wall U oat all4 I npra• lll111 Clllt 
to rn ''' "'''W a'boac u. 4Dn' c know 
a.ua.r be w1ll or noc. 
WeU, be _, no,, .. .., .,. 
lac I'• ape co bear tro• 7ou !bar~. 
reah. I WDk Chi a, Beftr)'. It Ill WI411'-
1Can4a ella' Chi ~IIIVI 11 ott a l1Ull 
bU q I Ch111lt Chat Cbl)'1ll be able CO 
4D a.c Ch17 wane co 411. 

Well, attar roa late I 11nc wor4 co h1a 
Chat rou'4 aakl4 tor an opponun1C7 co 
tipft w1 Ch Chell people all4 I 1&14 co 
~~ an4 4o u . Be knew u Chi -

0,1, 1 f1J11, 

Be knew u the .... 4&7. 

All 1'1&ht Chen .aJbl we'll gee co u 
!lllaH4aJ. 

0.1. 

fballlt )'OU. 
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B.V.Jr: 

Bell: 

~pq: 

B.V.Jr: 

lladlql 

B.ll.Jrt 

lilrphr: 

U !.Jr: 

Baa a: 

Bell: 

H. ll. Jr: 

Haaa: 

B.l!. Jr: 

lilrpq: 

B.IJ.Jr : 

Bell: 

- 23 -

I think that 11 all r ight. It waa the an en­
eightha, wam't it? 

Yea. 

S.nn-eightha, October. 

78 

1t ltnD-eiP,tha ua au ua Ul •J.Dth. Doea 
tbat look ldDd of fUimTl It 1a halt a peroant 
tor me IIGiltha. 

Jo, lt la Jut a qua.rtar. 

Ia tbat about rllktf 

Yea, alP. 

'ftlat - let'a '"' Ootobar lS la what, tbat la OM 
ana a halt ;reuoa, la't ltt 

Yea. 

.Jut ana aD4 a halt. 

Wall, that la golnc to co at atnD-etptba. 

ell, 110 patlon &beNt lt. 

!hll'tean 1 a a pntt:J coo4 ,.m- tor • ;rear aa 
a halt. 

I t:tWit tllat la a r.•ttJ pocl uoia1• ml g1Yaa 
h1a the OM JIPOC o 

It la O.L wlth •· 

11bat do JOU thlllk? 

It la O.I. 
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H.li.Jr: 

Hadley: 

H.Jl.Jr: 

Bell: 

H.ll. Jr: 

-21-

I llll&llt it doem't look flum;r, the quanv 
peroat on the nine aODtha'l 

I thillk 1t 11 'better to !laYe tho11 two iiiMI 
spread a little farther apart thaa aiz aiOiltha. 

Will 1VIl let lool.a bGirt 

Tea, ul1 I .. t to set llllt' atart.a. 

.w~ 

79 
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H.H.Jr: 

Operator : 

Robert 
Rouee : 

H.N.Jr: 

R: 

R.H.Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr: 

R: 

R.M.Jr: 

R: 

H. M.Jr : 

R: 

R.M.Jr: 

R: 

Bello. 

Mr. Rouee. 

Bello. 

April S, 19~1 
12:20 p ••• 

Rouae 1 Jonea wanted a 1• rate a•erage, 
eo we re going to gi•e thla: Oc~ober 15, 
1 ~2 , 7/ S'a and Jul7 15, '~) . 1-l/8. 

MJ, t hose are generoua. 

lfbat' 

I think thoae are quite generoua. 

Well, I want t o be a l ittle generoua. 

Well, the7 certainl7 are. It eeeaed to 
ae that the one• t hat I mentioned were -
I bad 1n aind that the7 would create, that 
1a, the 7/S'e of Januan and 1• Jul7 would 
•ore than eet ott the t one. Most ot the 
people - a good ~ that we talked to 
could eee eYen 1• up t or 2t 7eara. 

Well, we down here don't teal- 70u see, 
we're no t •• • olaW.e •• 70u fell ova are. 

(Laugha). I don't belle•• 1t. 

l o, I'• aer1oua about that. 

l o, I don't think we' re Yolatile. 

l o, I ea7 we're not. 

Well, we'll argue that eoae other daJ. 

And now 7ou're tee11n1 auch better than 
when I did m1 laat t1nanc1ng I ought to 
kid 70u fellow• 1ntc 1500 a1111on. 

80 ._ 

Well, we tJ')" to renect the .net oond1t1on 
t o J OU• 88 JCU knOW. 
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H.M.Jr: 

R: 

R.M. Jr : 

R: 

B.M.Jr: 

R: 

- 2 -

Well, "'r• not qlll te up With 7011 tb1e 
Uae eo •• ~nit we'll 4o U tb1e -.,. 

Well, I tb1nk Jou'r• Yel'J' liberal, I don't 
tb1nk there 11 an7 qu .. u on •• to ita 
soinc. It'• aore than liberal. 

Vel~, we'll know toaorrow ni~ti bat I 1d 
rettio;r en a 11 ttle bU on tbe ibeftl. 
aide. 

Well, that'• tine. 

0 .1[. 

O. K. 
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Treasury Dop&rUion~ 
Diviaion ot Wone~ary Reeearoh 

Secretary Worgentbau 

llr. lihite 

82 

The op1n1ona of -ben ot the Econo•bte 
National Ca.mittee on Wonetary Policy on the 
rtK:C>a~endnions of the Federal Resene S:ret• 
are of intereat chiefly because of wha t they 
ba•e a pparenUy lett out of their judpen te. 
For U&llple1 

1 . l!owhere 1a there Mntion that in­
crease in reaene requir'""enta would raiae 
intereat rates, and only a fn of tba 24 cooo­
Mntatnra gi•e any indication t hat there uy 
be a011e con!lict betnen an increase in rea­
er..e requirements and the needs of Oovern.ent 
for financing clefenae. 

2 . Only a fn of tb• gin inclieation 
of being aware that the r eca.oenclationa .,.. 
boclied .aY_,t of control away tro. the 
0o'f8rraent and toward the banlca . 

) . Only a fn of tl- indieatad anr 
awareness t hat powers already eldet wbich 
could be uaed tn inc:reaae reeene requir9ente 
if neeeeaary. 

4. )6 -'>era endorsed tba Board's ....:ooo­
MnclatiCG wit.bo01t ~t, and about 20 en­
doraed it with • ...., qualiticat1ona. 

(Inciden~, you will be •uaed by t be 
coeent on tbe top of pege 13. ) 
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Recommendations of the 

Board of Govem ors of 

The Federal Reserve System 

with Respect to 

Reserve Requirements 

of Member .Banks 
{1>-aJ- 31, 1940) 

* 
OpitWnt o/ 60 r)/lfiiiiH o/ 

(Iii ~ill· v¥~1 CllfllmiiiN 

Ill r)/11114llf p~ 
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Recommendations of tbe 

Board of Governors of 

The Federal Reserve System 

with R espect to 

Reserve Requirements 

of Member Ban1s 
(o..-J..r 31, 19'0) 

* 
{}Ji-i-lj 60 ~ 1/ 

~e-.··~-..~~--·~ , tJ~,.-, P,/gy 

.......... ...! Diolribaled ..,. ... 
EcoKOMIITI' N.t.TIORAL Coanunaa 

ON M OJtiTAaT POLICY 

IDUCAnoiW. auc.... 70 nrrB ARJIU&, ldW YOU: 
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ll<n:J. • 1941 

• 
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L 

rr;.. ,...,~ic<u of/M Boorrl of C~num of 1M FeUrel 
R<l<""' Sy.um, wiiA rt~fJ"cl to ru.rrve require-. of ~ 
bonb, ,.,U to Conrre" on December Sl, 1940, were 1ubmilurl 
.., Ft6riJ4rf 1, 1941, to 1M -~• of 1M ECONJmW NotioMI 
eo-.iuee on MortdiJTT Policy in order to ~1M - of 
IMir opprovol or diMJpprot>al, and to obf4in opiniooolfrorn IlioN 
.,;uu., ro - ~~m. 

TAirlr·four memMrl entkr..rJ 1M Boorrl'• recom~ic<u 
oritAout """""""'; ,_,.,r.,_ entkr..rJ and odMJ qu.oli,__..,... 
oiMr "'""""""; tmd four lllll.k co"""""" .W.O., oador•illf· 

The Boord', recom~. w/Ud& 1M member• of 1M 
Co111111iuee t~~ere o.lrd. to endor.e, or on ..Aid& lky t11trt inoil«l 
10 uprw opinioool, foU....: 

"J. CO!ICaBSS SHOULD PlOY IDS means for aboorbin& l larp 
put of ell:iatiD& - _...~~~, which amOUDIIO - billiOD 

5 
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6 

doU.n, u well u such additions to tbeoe ._,.,. .. -.y 
occur. Speei6caUy, it io reoommended that c.....,__ 

"•· tr< CUASE the ataiUiory reaerve requirement~ for 
denand depooi~ in banb in central reaervo chieo 1o 
26%; for demand depoti~ in bub in reaer.e tilioo 
10 20%; lor demand depooi~ in couutry banb to 14~; 
and for time depooi~ in aU bub 10 61o. 

"8. &MPOWER the Federal Open MarltetO.,iu.,.to 
lllllke further increaiCI of reaerve noqui- ..a. 
cieot to obeorb exoeu reaerve., aubjec:l 10 lha lieoila. 
tioo that reoerve requ.iremen~ lholl - be iDcrouool 
10 more than double tho reapective percenlopo opea. 
6ed in paragraph (A). (The power 10 cbonee - , 
requiremenll, now vested in the Board of G.-., 
and the eontrol of open market operotiooo, .J ..-d 
in the Federal Open Market Commiaee, oboald .. 
plooed in tho....,.. body.) 

"c. AUTHORIZE the Federal Open Markel eo....ma.. 
to ebanse reaerve noquirementa for ceutral reaerve city 
bonh, or for reae"" city banb, or for country bub, 
or for 0117 COO>binotion of tbeoe three ~ 

"!>. MAlt& &ESUYB requirementa applicable to aD 
baob .-ivins demand depooita repn~~ ... of whether 
or not they ore membero of the Federal Reoervo s,_. 
"L &X&MPT reserves required under puagropbo ( A), 

(a) and (D) from tho • """ of tho Fodenl i)o. 
pooit I .... ronoe Corporatioo." 
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n. 

7). 34 """ ~Mil 1M 8~1 ~ioN ...w.­
_..., tK quoli~ _,., 

£taol £. A<Qa ._. u .... .,. 
Door~ B.uun 
H-f.,O Collqo 

BmJ.umt I:UCCOTr Baccw•ar 
c.,.6io u.;-,u,. 

IIIUSI. Boc:.,. 
Tu IOIJ!Ml •1 c....,..,... _, 
N .. Y orl V•iHr•ily 

WJWAx AAA111 Bao..,., )L 
Br- Uoiomily 

Nm.Cuoni•DI 
L<!ip u......,. 

IMr&a H. CoWIII 
N,. Yorl B...U Tri6uo 

c ........ v. eo.. 
n. u......,. •1 00..• 

C..W.A. Ora 
n. oASo s- u..-....., 

'WII.l.IAll £. Dulnawr 
T/ooU~o1~ 

Wll.l.IAll D. Elanl 
.SW... lt&lliau oJ T«Auh., 

Cl.DIK OUR Flnua 
r al.r- UroJHnilr 

£.ua. J. H.um.'I'OII 
DrJr. u.-,;,y 

'WII.l.IAll F. a. ...... 
Soool4<no ~~~ u .... .,. 

r.-cx C. IIJCD u......,.,..,, ......... 
JoJUf Tao111 ROLWwca• a 

TAo U......,.,. o/11'-1 

'WILU.UI H. ~-
TAo u.-,;,y oJ "'-"' 

7 
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J, L L&o!IAD 
u•nilr .,~ 
Co/Jfontla 

Almlua w. M.uoc:tt 
u.; .. ,.u,. •I Mw--

MAR C. Mn.u 
lrwlloM Uoioor•ilr 

,.,._.,. C. MTDt 
r-c...,. 

c.. .... w . ........ 
u._.u,. •I CJ • oop 

La..ual liD ._ .. 

u a- s.r..., N• ' "'' c;, 
Owt c ....... s..x. , ... u......, 
J_,..A.Sa'VVNna 
B~U....., 

m 

Wnuuo a.s­
Brooldpo C .... 

llu7uo s. Tuc:ua 
'~N. J. 

LoOII.uD L W•­
U,.._.U,o/M~ 

wnuuoo.w.._ 
TIN lolw B.,., u......, 

N•-R.W-
TIN ,._ e1 C..U. r., 
c;.a-• 

w..xw-
eo&p ol,.. a., of/,,.,. 

h .. ._ ... "".c..,. 
J_.p_y_ 

0 i f 9 , c..,. 

'[;.. 22 w/w Nor...t and II<IUtl ..,..._ or t"'"f d 
Wrt: 

)uta W. AliCa.L 
Collo.bi<o u--.ur 

ca.w.a c. AucrTuor 
r-..Jt-u.u..r.u, 

lutaW- aa... N....__, u..-.m., 
F.uar L Boc.urr 

u.u..r.;, of nu..u 

8 

FuD ... ca A •· roa 
~u~ 

J. lln C..U 
rw;.,...v.-.... 

WILU.UI W. Cu- •• 
UO..._...,,N•f-' 

J. A•a•• ru .. , TIN u......,..,T-
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~,. ....... 
s-n~-«• , ..... 

.. , L c.at 
y.-.,6111 UolHrlilr 

r. c. u.a .. -
A-"""1...-/"' 
~R_.. 

u_..s.u­
Y.M U"'-"'1 

D,..W.IW<MDD ,_u...,., 
~E. La 

U...,..,oflliMII 

J. YIIIID IIIAT 
N,. r..tc;,y 

IV. 

ElloaT Moooa Pnnuo" 
Ulfiwnilr •I P~ 

C>uBua L l'lu.TRD 

s,.r- u.s-.~~r 

HowOD B. Puno" 
u~ o/ r.rAi,_ 

B. G • .RoHn 
U..-.,.;,y of lfi<A(po 

J.una G. S110m1 
,_u~ 

()una II. .... s-cu. 
B--nu.....,. 

11-...'11'-...r 
r-..«-u.....,. 

'[;..,. (4) wlw> mod<!.,.,,_, toithoulfor...Uy md4r~iltft U.. 
&ortl'' .....,mmont~Grio~u _., 

W...,. P. C.U.OVII v .... ,...,.,,~ 
Lnna H. H.um 
N.r..tv,._,., 

n. ...... ICDU.n 
U..._.., of/IIIMU 

... AJ.TIIIl E. SPAD 

N-YoriU ... ., 

9 
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V. 

'[;.. "'"""""' 01Ul q..Ji,_.._ m<Jtk br fMH """ ~ or ~ 
lt<lf tMorH tM /Jotut/'1 T«<~ /olJtn.: 

JAMES W. AKCI!LL 

Prof..,or •I L:o--"", Col.mW. u.;...,;,y 

U tho above i1 a literal transcript of the Board' a propoeola, I 
will endorae it without comment. If not, then I have two .U... 
comment.. On paragnpha (a) and (c): power to tiler....,. 
roqulmnen11 lhould be put in the banda of the Federal Opco 
M.rket Committee, but mbject to a veto lrithin tty ooe '"""hr • 
majority of tho Board of Govemon. On parap11pb (o): 10,... 
ftllt andue duplication and pyramidins of .._... .. by &1111 ia­
member btllb, it lhooJd be required that the required -
of I>OIIIIIftllber btnb be beld either ill CW1'eDC1 or in bt'--wi6 
F edera! R-.ve btllb, and ill no otber form. But tloio aiP 
well be reprded tl a nonconotitutiooai illnaion of Slalel' ,;p.. 
10 
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CBAaLIU C. UaUTBNOT 

~ ~ •I , .... ;.., ,......,. If-.. u......., 
1 oip thit "-UJe it recop'- tho danpr of inftatl011 by 

.-of bank cred.it, hopins that tho qu<~~~~iloti~>e coatrol promitod 

will 1101 clifert auentl011 hom tbo Deed for qUG/iwipt CCJD1r01. 

JAMES W.UBINCTON BELL 

D .... ScA4ol •I c-. NorllwmWJ~ 1/ni,..nll)' 

I apprvwe thit proJ**l -nat reluclaDily beea~~~e I had 

lopd !hat we misJ>l (1) otop burial ailYU &lid Axis sold; (2) 

lltrilile pld aod tilvet for m-ry purpooeo; (3) t11e exiftins 

po~n to chanse ..-rv .. aod leot their efl'ectiveoeu (may 1101.-1 
mud! more power). 

I have aome feu that we aUJbt be overdomg th;. h.w- of 

,....t&tiDc credit by cbonci"S reeene requiremcms. 1'hia -..1 
cloabJin« raiJeo tho muimum to 52 per COlli. To be awe, th;. ia 

1101 u had u 100 per ceot .-rve. 

EaNIUT L. BOCUT 

Prof..- E.wril>u ol ~. 1/.Uwnll)' of l"lliN>U 

Poragaph (1:) ahould be chanpl to read: (1:) uempt addi· 

li011tl reoetves orde.W uoder paragra phe (A) and (a) beyoad 

lhooe now required aod reeervea required under paragraph (o) 

1,.... the......_ of tho Federal Depooit lnaurance CorporatloD. 

UDder paragraph (a), aa it aow otaodt, appareatly all ....,.. 

would be e:tempt mm F. D. I. C. 

11 
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ra&D£RIC Jt A. eaA.DPOU 

l'ro/OMN o/ £eo_,./u, L./Wp V~ 

1 approve of all except (A). An increaae oflllltutory ..U. 
mentt of lho aort recommended, whilo all risJd at ................ 
be too hisb at aome later doto. I should prefer to keep doe aiolios 
requirema>ll and ehonge (a) to si•o tho Boanl d~ 
power to roiao reaeneo to whatever extent il Meded. 

.J. UY CULl 

AJJ«iooo l'roJ- o/ F~ w ~. r L! I'> v-.., 
Witlo n~~poct to poropph (a): It abould be"' ~ 1 .. die 

doe prime -ity Dow il epoed. The Federol )~..,.. s,­
ebould DOl plaoo ibell ;, tho pooition of impedmc doe .._ 
propam iD IDJ' way - if tho altomatiTo it the • ....,.._ t1 
o depeo of ia8otiOD. A large iDcnlue of tho power of die ._. 
of Gotemon - .-.- oboaJcl pro&.bly be plllllld ill _.a 
way u 11o require fall COIIIIIhatioe &Del oo-operatioa willl 1'-, 
authority. It ehoo.ld, howe-tor, be doee iD each 1 way u lo -. 
lull pubUc knowledge of tho poinl of Yiow of the "-'e S,... 

WlLBUI P. C&LaOIJII 

,.,_,_ofF~ Vol.onily of Chd---
I ondoroo thoeo reooDIIDCDdati- u p&rt of the propm .,.. 

milled by doe Board of Co.emora of the Federal a-.. 5,­
to doe Coapeoo. 

I belJe.e that it i1 cleoiroble, 1IDder ..-a cia lor 
tho Board to hue 1DCb powero. n-, I lleoitala ID .... 

12 
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'" .. .,,cn·•.da~ oo cllaDp iD buk raene ~ I 
aloDe il then ;. ciana'U of """' more compldo clomiDalioa of doe 
rodenl R.-.e System by the premmeat, particularly by doe 
5oeJ1W1 of lhe 1'reuurY· 

WILLJ.\11 11' . CUIIBII:KI..U<D 

,_w, r.w.,.o. Mil c_,..,, N• Yori Ci#f 

While lhe propooW of the Board of Go.emon of the Federal 
a-m 511'0"' 10 eoocr- 00 ~ 31, 1940, ..... the 
doleCI)IIIIJ'Ucti•e, they are DOl oullicieal, iD my opiDioG, to ncdfy 
'"~ and benkins dif5coltieo ODd daapn iD dUo -,. 
Far eample, they only ID po..rt way iD elimiulins the lihw 
foal""-; tbey make no ~ for the • c ··b!jM r • of a 
~ aoJd llandard. with adU&1 -- of the puhUc to pld; 
t1oey c1o not ........,_,.j the mac:hinory for lleriliatioo and d. 
...,;fuaticlll of sold importa; ODd they do DOiapproada doe diAooa1t 
~- of finaneins the def- efort while aYOiclins the dio­
odnaup of Wlatioo. 

J, ANDII:UON I'ITZ~II:JU.J.D 

0... Sdooolo/ B..w.- Aa.W.e ,;.,., T .. U.._.., •I r-

lusr p~ for the welfare of tlae natioo wlaiell lou the 
-~ opprooral of the Board of Got61DGl0 of the Fedonl 
s...e s,._ the preoici- of the twe~Ye Foclenl a.... 
Bub, and the _.. of the Focleral Mriaory eo-il of tlae 
s...e bub cleoonei the .....,., of the eoo.p.. """ .. 
l'reoidoma. 

u 
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BERB&RT F. FUUR 

Prol.-r •I ~iu. S~ Co11cp 

1 approve of the above in general, and am, therefore, Pleuoci 
to olgn. However, I ahould like to aee mon~ Roxibility in ._,. 
requirements. We oould retain the 7, 10, and 13 per eeut I'OC[IIh. 
menll &Del give the Opeo Alaritd Cc.mmitteo power to ralao lheot 
to 28, 40, and 52 per oent. Or, I ahould bo pleased to hlfellle 
matter left in tho Committee'• handa with no designated U.U... 
UkewUe. time depoaits oould bo left at 3 per eem aad * c.. 
miuoo bo givCD power of diaeretioo to raiao the 6pre. 

ROY L. CARIS 

Auociou Prolmor •I Eoo.-lu, Jl.,..,.r&ilt u.-.,. 
In (4) aad (a) I approve giving the Boenl the power Ill a 

the raerveo at any percenta.ge deemed -n.L I- DO..,. 
to limit the mwmum raervea. To me the UIO of legal -is 
or can be tho m01t effective and practical method of Cnldit ccatrol 
avail.tble. Renee I abould give the 8oerd the power 1o nl)' tlo 
legal reaerveo from the preaeot minimum 10 100 per ceat. U dit 
cannot be oeeu...d, thoo I approve (A) aod (a). 

Aato paragraph (c), the Boenl now baa the power to recWoilr 
cities; I think it abould uoe thia power. If it doea, theo why (e)! 
Paragraph (c) ia all risbt. but if my augeotioo in tho alooft 
paragraph oould bo adopted, and the Board - ita p.- ,...,. 
ity, it aeems to me that (c) il auperiluoaa. Roc:o~ti ... (•) 
aad (a) are applOTed. 

14 
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L&WII 8 . a.A!f&T 

Prof..- o/ ~. N,.. Y .. 6 V.;..tilr 

1 am opposed ro manipulating lesal reaeno requirementt. I 

110 
inclined 10 favor (c) and (o) only - and thoae only if aooom· 

plialled by rep!Ar democratic [>r< c m •• 

E. C. HARWOOD 

Director. AmerlcM lmtituu /or £coMmie Rueorclt. 

!Ja my opinion, tho pro.Woas of parappb (a) wb.icb a~tthor· 

;. nriable reaene. are m tially Wldoairahle hom a lca&·term 
poicl of riew and ahould ho u.aed only u an expedienl in emer· 

pe;ea, pendins the time when a more ocienti6c mdhod of COD· 

~n~llin& inJiarion may ho applied. Tho propoaed cure certainly 

cloet DOl ooJTOOI tho funda"""'tal diJ!icuhy ealled inllatioo, and il 

io a hlw>t, hea'7 woapoa for UIO whore IOIJielb.ia& analap~~ 10 

doe IWJOO'I'• aealpel ia Deeded. Until - evoh-e the -.-y 

........Uc acalpel, I ouppoee - mllll 1110 the u. 

R UDSOM B. R ASTIMC:I 

Projwor oj/.JfUlrl.l ,UmW.tr.OO... Y.t. V~ 

Uo!eoo (a), (c), and (o) of the above n>ro~tiono are 

eoacred into law, it will ho utterly impoaaible for the Board of 

GoYemoro of the Federal R-ne Syatem, or the Open Market 

Committee, 10 prevent a diaulroua inllation of bank credit, if an 

m&atioaary ezpa~~~ion once sot UDder way. Tho Reoerro author· 

itieo will he even more impolml than they were in dealinc with 

the mdit expanaioa wb.icb 6nancw! the atock marluol boom of 

, 15 
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1927-1929. At thit juncture there io pTe ~r of..,..,._ 
ary boom in the commodity marketa, rather thu in the ........., 
marketo. 

EDWIN W. E.&MMBR.R 

Fo/Ur ProiUJ« ol IIJUnflllio..l Fu..-_ Pn...- u...,., 
I eDdoroe the Board's recommendati0111 u abo.e IC&led, oQ. 

jcct to the qualification that tho limitation impooed in po.roppi, 
(a) be chansed to provide that "reoerve requirement& thaD..,. 
be increaaed by more than 50 per oent of the reapectiye ~ 
tap opecified iD parasrapb (A)-" 

DAVID C:INLZY 

PruUk111 11114 Proltuor ol EcoMmi<• £,..,..,.., UnJ•.,Ilr ol /....., 

I eDdoroe the Board's recommendations with the lollowioc 
exoeptioos: 

Parappb (c) should read : "Authorize the Fedenl Opa 
Market Committee to cbango reoerve requirementt for ..ani 
reserve city banh, or for reserve city banks, or for country bub, 
or for any combination of these three classes, provided aD ate 
treatal alike and there ia no discrimination lor political ........_ • 

I object to IUeb autherity over llate baob u prorided ia 
parappb (D), 

F REDERIC Jl . L&& 

P••l.,., •I £co,...,.;.,, u.; • ..,u,- •I tw...u 
I eDdone the Boanl'a recommendatiom with the follcnriol 

modificati-: 

16 ' 
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1 1 
provo paragraph (c) if thia power Ia uood for bono foU 

credit !:.,trol purpoaoe; no, if it ia to bo uood in oonnoction with 
*lUper economic planning.." 

Parappb ( o) ia all right if tho thine m:ommended can bo 
doD<. but 1 think it doubtfuL 

A.. WlLFUD MAT 

N ... Yor.l Cily 

llturtlly endol'IO the recommendationa made by the Board of 
Cortmon of tho Federal Reaerve Syatem to Congreu Oft Decem· 
b<r 31, 19<10; but these measures by themaelvea are inadequate to 
eliminato exiating and potential monetary inftation. The Board 
.t.ouJcl alto demoostn.te to tbo Coop-eo~ tho ooocomitant P"'"'" 
quiti~ta of roduc"" go-remment upa>dituro, and of wholly re­
Jilictios Treatury bono~ to loog·term paper aold to printe 
illr$on and paid for out of real and cu"""t aavinp. 

t!JtNE:ST MINOR PATTER SON 

Prtifcuor Dj Economic~. Unillt,i.ly o/ P~ntuyltJa..n.Ur. 

The rooommendationa of tho Board of Cove mora of tbo Federal 
Ratne 5)'11em ""' admirable and it ;. to bo hoped that they will 
be earriod out. At tho llJDe time, it abould bo empbasUed that 
tile COW>try oow faces far more imporUnt queationa which are 
pretC~ll~Ably not within tho juriadiction of tho Board of Governors. 
DiJturbanoes in our price stnacturo are more apt to come in the 
near future from unwise methnda of financing national defeme. 
It it to be hoped that through lcgialativo action and adminiatraiivo 

17 
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dociai0111 all pooaible e~~~pbaaia will be plaeed upoo l&xatiaoa 
1 

type that will not tend to raioe prioee, aod that honda will ho ~ 
DOl to our commercial banb, but to other JIW'Chuen .... 
••lntt banb aod priYitC> individuah, who will poy for ...:: 
out of their caneot vollllll&rf u'fiup. 

CBULIU L. PIUTB&a 

CWt-, D<prtne• ofT~ s,.- u.......,. 
The cbaDp recoJJliiiCIIded i.n ( •) iD OOIIIrol-&lllboritr -

.-ne cbaDpa may not bo .,_rr or deeirable. 

BOWARD B. PRIUTON 

o-. Co/lq• •I e...-;., Mil B..,_, u......., of r.-..... 
1 abould penoaally reprd 12, 18, aod 24 per -. will! 6 

per Cllll for time depoaill, u more appropride mini w,.. 
-lip. My ,.....,. are: 

1. Thia it near the p.._.,t lisure aod beaoe imolteo ... • 
the minlmnm about the p.._.,t baee. 

2. It would be a eimpler aet of lisurea. 
a. It would mean that tho Opoo Marltet Commilteo -"1 

IIOCOM&ri!y take aaion at once, wbereaa "" iocreaae to 14, 20, ud 
26 per Olllll miJbt be r:eprded 11 eno..p of"" adYIDce at thlo tia 

4. It D>llf be of no ~ but, u propooed, • ...,. 
of 52 per Cllll is pooaible. It - to me if we so abote SO ,. 
Cllll there ia little reuon for uyatatutorr maximum. A,..... 
of 24 per cent keeps the maximum UDder 50 per coaL 

5. I am inlereoted i.n the methoda by which (o) OlD ba ...... 
e«oct:i ..... 

18 
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a.c;. aODitiiT 

l'r•l"'"' •I BoMU.. w 1•...-""· Uni•milr •I lll~on 

1 eadorte the Board'• reoo0UIIelldati0111, but with rapect to 
pu~Ppb (a) ,...,.,.. that ~d of doubllnc the._....,. 
............ !hey DOC be iDcnued to more thao 1lh timoa the 
...,..0.. .... '!hi" 4 ',;lied in panpph (.o) • 

.1.ul:lll c;. IIUTB 

.......... l'ro/- •I loMo-ioo, ,.,._,. U.s-oily 

1 approYe the Board'• reoommendatl011 provided (a) is made 

10 read 11 loUowa: "Empower the Board of Covemoro to make 
farther~ ol .-ne requ.iremeab aullicieDt to ahaorb­
,_..., oubject to the limitatioa that - requilemeall ahall 
11111 be illaeued to more thao doable the a.....,.Ote """"'"*'" 
apociW ia puapph (A)." 

WALT&& a. IPABa 

l'rol_, of roo..-;.,, Nw Yori u,.;-•ilr 

I favor prina the R-.-ve alllhoriti~ Board of Covemon 
or lbe Federal 0.,... Market Comml11eeo-1>0wer to raise .-rte 

~ lor member baob, but I am op~ to an iDczeue 
by <:aacr- of the ~ minimum r-.-ve requiremt:DII to twico 
dae ~ level u advocated by the RMene autheritieo in ita 
......_,..ations of December 31, 1940, and u provided lor in 
lbe Tall bill, S.952. Similarly,l am op~ to the placins of aoy 
illlulory upper limit 011 the requiremcnll which the Reoerve author· 
itieo illtf deem it wiae to apply. 
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Either III&IUIOI}' limilatioa may ...... ID be..,.--­
period of time, ud I .....,.d tho ltatalory d-mH .. c1 6o..: 
mum roquJ.- u puticalarly lllldeeinhle. U ........ 
authoritieo can be lnllled to &a-~.....,..., 
the Jimila I~ iD thoir ,..,.,n ..... , tbey- .. '-I 
10 &z thaD jllll .. ....,. wltbla wldeor ..... 
F~l 'le•il ....... ahleto-'ot ... ..... 

aalhorilioo, iD &xiac noene reqai.-, ID ... .._ ... tl 
baDb u .... :eel 1'leill d•"'&cw!lcw will lwnd!e.p -..w.a 
.,.. ""-' ·rilr'""" aenrt.Jy. r ,....c • t1eat 111e...,. 
authoritiel be s1- tho powwto W willa a..u.w..J .... -
iD1 MC11 - • ila _... 

a.11aor dou -tone,...,... ' •tim (D),I ... 71o •CA. 
.,- ,_ die ....,W. of die .. ..., 
frully ud proricle by alimple F ·-to ... feoleeaJ ..... 
Ad eluoe afler a epecified elate they obell a!1 be •• ' 1 II '­
Federal ~ 5J*m. 5ach a .., II diOioaply JoF, .. 
Conpeeelboald DOt compromioe ...,. lae,.r willl ... fMI 611 fl o 
~ bukiDc .,_ ia to be .«<ite it - ........ io 
1011pe ud comploee ia ila ---., To ...... at ..,... 
oaola a l)'lllem ud at tho - tiro to proride die-11J wWdo 
ilallftiiS!h can bo impeinld by a boayY percelllap of __ ,. 
ohip io 10 uodo with cae band wbat io attempted wi,. the * 
'Ihio io DOt the way to pro-ride the Uailled Stalel with • elocliw 
~ bukiDc ud c:oauDS'Ci&l benkDc -

I fear deat I do DOt undeiatand either die -"'1 • 6o 
implicatlono of the recommeDdatioa iD parappla (a). 

ouvaa 11. w. tPu.c:ua 
hoia- ,_.. •/ ......... .J T'-o. B.-4 U_., 
While I appnwe the propooalo of tho &.nl of Cos - tl. 

the Federal R.ene s,.-. 1 ltnJIIflly be1iete dial else ....... 
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J ._ pi 1 =" ehooald be .......,puied or, - beaw, .,.... 
..... bf doe bopotirioe of odclilioaal tuatiCIL Sodo 1 pollcy 

..ut bodt Ltcilirate tbe ttaader of labor ud materiola fnlm eirillu 

10 ...,_, 1110 ud olio redace the omount of aovenm..~ bomnr. 

.. uu. -" I pollcy ;. adoplec1. I bo1iewe tbot tbe --·1 --···of tbe ~ will .....- uy - cleo!p I 

.. -- doe clueer ol •• tjceery creolll •• , •• qoaile ... 

~ 

av11aLL 1F&IIII.t.lf 

'-"- ,.,._ o/ 1om ; ... r-...... u......, 
r.....,. s-Jor Tow ' U. ripa. There ;. liale poiol ill 

............. ,_.... by ...... lawflal ~ u 1aac 

.. "''d ud .u- burial proceed If*". SiDoe lo llerilloo auld 

...W ilmllte more Npicl cWJt eq>~•i-, tbot io 0011, wldle 10 

"'- to buy auld il lo willldrow u illlportaal lid 10 Brilaia. 
Acodeicolly we ue riPI ill dais-. baa praclioally 1111t .... 

--oriL 
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AMrtirM N/iu " ,_ ,_JIM-I _, .. 
~ .,_ ,.... •• 11 1s a.~ •I ,,., c-. 
,._ ,. l~ ;., lim-. t- •I ,-,. 
viiiJio 1M u.iu " its ~ ,._..s. 

Swll Jinm- is -. ~ssibl• 67 ,,., , 
•I t..ur~H~on """ """-;, IM111f/•l.,ss "a. 
C-IH. Tlus. fills.,, Mtlflfil •un tOflll. 
,;, sf«iiM •1 ,., 'l!ut•liH c • .,,..;,IH. 

TJ..IIi,.u;..s ...- .u f#IJ-s: "s.Jinilll .. 
1M ,_~.,s •I,.., c--. I..,..,,..,..,.. *-"· ,.,.,,..1,..,_.... c "' .,, ' e __ ,.,..,_. --__,,..l-Ith_,_.­..,I a =•--*.n-u•,,._. 
, • .., I ,.,,..c ' .... 
~~-. .... 1-/J_ ,._...,... ....... ,. . ........... -..... ,_.... 
.._ b •• .,_.-........ i-ll"' 
., ,.,.,. "-... t-Js-.... ,.. .• 
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PU&POSES OP THE 

EcoNOMISTS' NATIONAL CoMMITTee 

ON MONBTAAY POLICY 

1. To enlight<n the public as to the <CO· 
nomics of the monetary issues before 
the country. 

2. To tduate the public as to the desir. 
ability of an early return to a gold 
St>n<lard. 

3. To combat unsound moaetaiy pro­
sruns such as those of the inlLationists, 
d<Yaluationists, >n<l commodity doUar 
advocates. 

~. To issue public statement$ on current 
moneta.ry issues u circumstances seem 
to warrant. 

), To place speakers at the disposal of 
the public. 

6. To distribute its own and other litera. 
ture. 

7. To suuest from among its members 
experl> for those who wisb sucb aid. 

Regraded Uclassified



Regraded Uclassified



83 v 

Aor11 8 , 1941. 

~o: '!'he seore tary 

Fro::t: JIUIIOG L. Houghtaling 

I irtter •:ie,.ed todaY Wlllinm Green, President of the 
Am~r1c~n re~eration of Labor, nnd invited him to come to 
ee~ you et 3:00 p. m. on WednesdAy, April 9th, in connection 
with our progrru:~ of selling Defense 81\vin~e Sonde. 

I t old Ur. Green that we had been apJ)roaohed by Yarioue 
eanloyere or labor who, in a natriotic epirit of belptulneee, 
~-~d eul"•·eaVd that they ..ould undertake a pro..raa of helPilllt 
to eell Defense Savings Sonde to their employees. I stated, 
ho.tver , t~t "hP 7reasury preferre~ to handle this a'tter 
1n cooperation ~ith the labor orr.ani~ticn3 to which ~he 
e~loyeee themselves belonged. 

I pointPd out to Ur. Green that the Treasury was orter-
1nf" to individual citizens a sa vines bond w1 th a somewhat 
hi(:her rate or interest than it was obliged to Pl'-Y for money 
1n thP ordinary •money market•, because we felt that the 
wide distribution of theoe bonde to individual citizens ha~ 
th~ advantage of being: 

1. An insurance of American democracy, by 
~iving more nnd more citi~Pns n flnnnoinl stake 
in their country Pn<l hen()'" 1\ .,~>reonRl sense of 
rPsPOnsibility far tht mnintenance of freedom • 
And r ood ·overn'!lent. 

2. A hedre aratnat 1nflnt1on by attrncting 
:hP increased earn1~s o~ our detenRe o~~J:I into 
t!le 1lurcllo.se of sav1nii'B borl'!a ,..,d out or lllX'.trY­
b'JY1nr , since th" buy ins of unne~>ded "rticll's rhich 
lnetinctively foll~s unncouatoc~'d ~~ve 1nc~nses 
almont Always ends up b7 boosting t he coat or 11v· 
in,;· O'lt .or oroportion. 

3. The est~bl1shoent of savinve rPaerves 1n 
the hnn<la of as many cithl!ntl ne possible ~• P back­
lo~ n&ninst the emPloyment ndjuntrnents which will 
take pl~co ~hen the war ends. 

~:r . Green agreed rr1th me ,..hole-hf!nrtBdlY and said that 
thr A ·eri can Federa tion of Labor would be glAd to endorse 
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thi• procrm to 41.11 of ita member organhat1ona anC:. to 
arrAII<·e tor t h" formation ot eommitteee to put this step 
into orsct101\l effect. 

I asked Hr. Green to bring .,ith him to the 1nterv1e"f 
on~ or r.10re of h 1s aaa1stanta who miv,ht be 1n charge of the 
dets.1la of auch a progr!UJ. 

1\~ia !)rograiD ~ well ooneilt of Cbe f ollowing f actors: 

1. A censral endorse~~ent ~ tbe Detente !I&Ylllge Bond 
pro6J"&• to be .. nt to all aember orpalr.at101111. 

2. '!'be undertaking of plane for Qete•t1o •rtnga, 
eo that cellbere ot the AMriO&D J'ederaUon ot Lallal' O&D 
t&lte ac!vantege of th11 llweetMnt opportwa1t7 onr a per1ocl 
ot time, 111 •- arrange•nt tflllt' Htt11111 aa14e a oonftDient 
1lll.rt of t lwlr paJ for lnetallMDt buJillll ~ aartnp bonds. 
It uy be pointed out that the AIMtr1oan 'relepbone aa4 !ale­
graph Co:zspu11, tbe General Zleotr1o COIIPIDJ .ar- and 
Oocpany, and other larp oorporat10118 are air;~ propoeiiiC 
euoh plana to their elliPlGJees. In 41eouedlll: Chis pbaae of 
the mntter with IncJor .Lubin, A811stant to Slane~ H11l.IWI 
ot the 01'!1oe ot ProduoUon JlanageMnt, Kr. LulWl nggeeted 
th4t one ott1oial ot a ~m1on looal 1n aaob plant 111gbt ~ 
be l\ppo1nte4 to •ue obaz'ge ot tb1e 1Detal1•11t buJ1ng. or 
1t 1111ght be po .. lble tflllt' a labor orpllisatlon b)' ite owa 
tre~ act to GJT&nge w1tb the plant unar,e .. at tor a 
' patrlot1o ol»ak-off1 -.bereb7 part of the ...... lllebt be 
.. 1thhe14 at the eouroe. 

~ . '1'be Htt1ng vp of oo11111tte .. ln state fe4erat1ou 
an~ 1n looal 'IDlone. !be 'l're&elll"1 iteelt le orpDl&lJII 
abte coCIIIIltteee and local oa.8ittHa ot o1Uaene, eaeb 
~.!lv1n~e at leut one la'b<ll' repreHntat1n. Jlr, Gale ~oluletGn, 
1n ohar&e ot tble ~ of tlMI '"•eurJ' e prograa, w1U be 
-.roatly aided bJ OGiltaote wttti Web MerlO&JI J'~UOII Of 
Labor ooiiUil tteee. 

t . Llr . lreen oan helP ue t o II8IW tba neOetleu'J oon­
tscta eo that thle progrftlll 11a7 be eXJI].dnad b7 ~c1a1 
spoaltere a t la'ltor oonventi.one, an4 thlat arUolee 111&7 be 
pr&par"'d tor trade maga&1ne-e of Amerio11n Federation of 
LP.b~r organ1tat1one. 
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s. we ftill have a considerable aaount of publicity 
llternture ln the near future which we oan eupply for 
4utr1but1on in Mhatever way the American Federati on of 
Labor thinks most effecti ve . 
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April •• 11&1. 
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TREASURY DEPARTMENT 

INnlt.OI'PICE COMMUNICATIOH 

,...,.. Jpnl U, 19111 

..,.,_ 11 .... to \1111 leonta17'• __ .. ,.. ..... .,April • la ........ to 
JW. ValMl' .,_., 

a. U1e ....UC Ill .tpi'U 7 llr. 1'-' 11M - to 1111F elfl• .a I 11M u-nal 
d .. kla '-"lol~Ma'• *1. 11M .... ~ •'- Ill• laP "'" to • ~ 
-IT ia ~. .,_ llr. 1'-' - to 1111F 111ft• • tile ....U. Ill .lpi'U I I 
..... Ida \lie 1Mreta17'• ..... a-. to .. - .. ..... 
11c 1!pOI ell l rUhla -' 0 eeftp l!lfaln. I'Wtt wo, U woe 01'1'0 pi fOI' v.&or 
ken'-'7 Jell .......... Ilia, llr. loU, l.a ........... ftlh .... ...u.­
\lo tor,._ lir lit. 1\-' tile u.n &.1 Ue • *1* llr. llalto- wft1ac 
dll> u.. nw \o to 1 ponu .. la o Npon to tile ...... ,_. .. tile :a.cu• .a 
c.wt• t• tal elhott•. I wao pon~J, --'-1 to Ill ... llr. 1'-' aU 
ot U1e iatonoUoa la IV poeoeeeloa wUia ........ to tile U..uattoa Ill lriU* 
l111d iana-h la \Ilia -•17 au.. llr, "-' - to portlotpdo la \laa 
'"""- tt-elOD wtUl tile lrtUola ll'ftiP oa ¥alai .. IQ", .lpl'll I. 
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: .: 'c : t :-1. not& 

.-n1a, 1Ml 

.... .,. 

-.. ...._ e6 ...._lMU J'u • nrt,.. 0 '•I• 

IIlli ltftll .... .-lw& .......................... u ... 
•• ~ ~ ..... "" .. ..._,_,. ............ OUul~ 

d .. lllllllll tiiM ............... fw - •Mrtel -
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Apr1l t , 19~1 

ro: The Secretary 

FR0:4: Hr . Young 

Re: Intervi ew between Mr. Btettiniue and 
Mr. tl1euwenhu1e of Lindetevee, I nc. 

In accordance vi tb the arrangements made in 3'0111' 
ottioe, Mr. N1euwenbu1e aet with Mr. Stett1n1ue at 
~ :00 p. a., on Mond&7 , to 4iecuee hie inability to place 
order• tor co.aeroial iteal or iron and eteel, copper, 
bra II and bronr.e . 

Mr. Stettinlu• reYiewed the 1teu in conai4erable 
detail and eta ted that alaolt vi tbout exception be I&W 
no rea~cn WlJ the order• could not be placed and reaiOn­
able del1ver7 ••cured Without recouree to pr1or1till. 
He felt that it wae pr1maril7 a production problea, and 
agreed with Mr. Nieuwenhuil that undoubtedly a great ll&nJ 
mnnufaoturere were e1aplJ retuaing t o quote on ordere tor 
foreign accounta unleee ad'l'leed informally t o de ao b7 
eomeone in autboritJ. 

Accordingly, Mr. Stettiniue called in Mr. Hauck, 
1n charge or the Iron and Steel Section or the Produc­
tion Di Vi lion ot the Office ot Pro duo t1on Management, 
Who laid that he anticipated no difficulty in aatiefy1ng 
almoet all of H.r. tl1euwenhu1e • requ1 recent a regul&rlJ. 
He ea id thtlt b e would teleobone manufccturera and tell 
thea that every effort ebould be ~ade t o f1ll tbeae 
orders and have them call on Mr. Nieuwenhu1e in Dew York 
Tueaday and We4neaday. Be alec went over the copper, 
brasa and bronr.e llat and agreed t~ have Mr. John Church, 
their copper man, follow the aac~e procedure vi t h the 
copper, braae and bronr.e manufacturers . 

Mr. Nieuvenhu1e left t own at 5 : ~5 p .n ., completelJ 
sat1a1'1ed that hie problems would be solved and very 
aporeo1e.t1 ve of your effort& 1n hie behalf . .fi.t 
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Treasury Dep&rtaent 
Divioion ot llonetary Roaoaroh 

Date ..... JII.r:U 11. _______ ...].941 

To: llr. 11111. te 

Free• M:r . mJeem 

l!lport Control - Sb1en!:! to J11>m 

'leek ead1n& .&prU s, 1941 

1 . GaooliMt 129,000 barrela - 9(t( lGW ootme. 

2 . Crude oUt 299 ,000 barrelo - b&l.t bi&h octane• 

) , Fuel &Dd aao oUt 24G, OOO barrela. 

' · Lul>ricati"'l oilt )l, SOO barrela· 

Theoo ohl.!ikr.to repreMnt a aarkod i.ner• ••• o...r 
recent ..... 

liB. 1111Ift 
Branch 2058 - a- 206 
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Dear Mr. Cox, 

Bri ti ab rabus:r 
'll'aahlngton, D. c. 

April 8th, 1941 

I believe ;rou bad aome conversation 

with Foster the other da;r about the moat con­

venient porta in Africa through which aircraft 

consigned froa thia countr;r to the Bri tlah 

forces in the Near Eaat might be consigned. 

In thia connection you aa:r be interested to 

know that we bad a telegram a few da;rs ago 

from llr. Eden in Cairo dealing with this ver:r 
question. 

This telegram made it clear that 

the Port of Takoradi in West Africa, through 

which most of the aircraft are now landed and 

then flown overland to Eg:rpt, is alreaa,. being 

ocplo;red to capacit.y (we bad incidentall;r 

independent confirmation of this from Sir Aahle;r 

Sparks in New York some da;ra ago) . Mr. Eden' s 

telegram went on to sa:r that in these circumstances 
Oscar Cox 

bsi t t ' thlteand to the General Collll8el, 
., States 'l'reaaur;r 
•tabington, D. c. ' 
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British Eabaaa7 
WaahiDgton, D. c. 

circumstances [sic] it would be of the greatest 

assistance if aircraft from this count~ coulcl 

be shipped direct either to Suez or to Baara. 

ot these two places tM local Brithh 1ir 

experts prefer Basra - aln71 pro'rided that 

the internal lltuatloa 1n Iraq (llhich aa ;rou 

lmow is dhturbed at tM .,_t) dlclnot .U. 

this undesirable. 

Yours eincerel7, 

F. R. Bo;ra-lllller (sgd. ) 
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CoaJ14nUal 

!!!!!!H.!! 

J. tolecr- (ao. 402) of J.prll 8, lHl froe tbo ....... rleaa 

Coaov.l Ooaort.l at Sb•npe! roaola nllo\uUall;, .. foll ... : 

H h tho llol1ot of Chlllooo 'bultero that tho O<lUorlal 

.. atloDd lll tho Ooanl 0.111ral' 1 \llo...- •· 401 ot J.prll 

8 ha4 1\o llloplraUoa lll ottloial 1_...1 u4 - llltu4a4 

to .U:. \ho poabllo- of a )llaM ot \ho oa- of tho Wooc 

Chlac-nl roct- fw \aklac Oftr ••11'1"• ftu.lal. .-... 

OOW'COOo n lo \he oplalOil of \he GILiaaoo 'Nabro \ha\ \he 

rruhal abo ot \ho Wooc ftClM an to forco \he .ru..... 

loU: of <:billa u4 \ho Coa\ral :.Ilk of <:billa .,., ot Sbo•pol, 

h lo1ua 'boDu l n u a\&.p\ to pta flaallllal coe\rol of 

tbo braaoho1 ill »1npo' ot \ho :.Ilk of 0--lcaUolll u4 

'ho Janlc ot <:billa, llll4 to abo orb Dsnpa! '1 prh'ato tl-lal 

I"IICII&rcoo. fh11 latter obJoct 11 \o lie acoo.pllol>o4 'IV 

l"lllolnc tho Central boone Jukf 1 llltoroot ra&ol at a tiM 

rootrl cto4 1copo of o~rtaal\lo1 for eoaat taowo\aoa&o , 

latno•' rateo aro lll ...,.raJ. 1 .. a\ n.·pd. 

nuo rot.lhi.Jic u.a& la4lrl4111lll u4 IMll laDb aro 

l1koq to 7lol4 &o \ho aUI'&IUOil ot \ho hlP ratoo ot 

1Dtoro1t ottorO<l 'IV tho Coatral boone :.Ilk, c:biano ballbro 

aro of tho oplllioa that ta orUr \o o011p1\o wl\b U..eo tacUc1 , 
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uu,.ot ratoo """ 'bo 1Der-o4 aloo 1v tbo llalllt of 

c-lcaUoao u4 \ho llalllt of Cbilla. l\ 1o po1D\a4 oat 

111 tho Cb1nooo 'boAiooro \hat tho creator pan ot tha hol41Dp 

of t ho JoUollal GoftnMat 4o .. auc bow hol4 1v tho llulk 

of CoMWI1IliUODo u4 tha llulk of Chiao ..,.. Ollh14o of 

'h••rhot. f 1\h ropr4 \o \ho portoct1111 of oconoaic co~>­

trol oo tor u to Mica YOlaD\&17 laftoiMato attroct1Yo \o 

1A41rl4Dalo aa4 uall CJW.oo 'boAioo, Ch1aooo 'boAiooro polllt 

oat that \be ao,uau .. of \ho fOliC Chlac-ol roctM oro 

ao4o 41ft1oalt of attalDMa\ OD occOilDt of \ho ellaotlc 

ocoooaic coa41Uou QioUIIC ill eoatrol Chilla u4 \ho 

ocoooalc pol1cloo of tho Japeaooo a1ll\ar, *"\horl11oo 

'lblch oro ooati'NJ to tho a1u of \ho fOliC r•ctM· Chiaooo 

bollbro oro of tho oplllloa aloo thai \horo 1o llttlo lllooll­

boo4 that tho palllic aD4 'boAioo will la tbo aoor tutaro accept 

Yoluatar, 1- loa.,.• ot tbo fOliC rorlM. 
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Dol herod to !'rto.t \IJ'7 b7 llr . l lcboleon 

It 1a oxpec~e4 ~hat k14nappe4 eaplo7eot of lltuil< of Chlu 

M4 BeDI< of OoiiiiiiWI1co.Uono wlll be releo.tod on ball within 

next ~ or eo S~op Yooter4ftT Kinlotr7 of Pollet ot lonkinc 

Rogio.t l ttllod followinc otattMnt YUh reference to tbit 

uUor qllO\t 0111' porpooo 1D placiD« \boot 'b~ tllP].o7HO 

ill autod.T wao to 'brine bo• to pnoral pa'bl1c onr conncUon 

tho~ all 'bolla f14o c1Unno of b.P~~.'blio of Cblu are on UUod 

~ 418&04 t or peroonal &&tt\7 Stop 11\b exception of Central 

llaAk of Cbiu ....S. J'&ntert llallk ot Cblaa all local Cbnn&k\nc 

'bODlct will 'be 4oal t wi \h ltnltntl.¥ aD4 will recti"' all pooai'blt 

aultwoo troa lfo.nklnc bg1ao oboul4 tbt7 exert \belr ottorh to 

pro .. to uUonal 1D~ereot Stop H 11 hoped ~\ tho authcri titt 

of ~he two foreign controllecl aroae will cooperate 1o. ot..-plnc ou~ 

U.t acto ot tho Chuo.ck1nc terrorioto Stop l!ownor 1t tho CbUDcld"l! 

oetnh coo.~lllu to uoo f oroip con~rollod aroao at & 'baoo tor 

\bllr crlalnal o.ct1w1Utt w shall 'be torcecl to talco ottoetift 

aouuru to 11qu14ato ti\'Q&UOD -qw>to 

ob:co117 
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Secretary of State, 

Washington. 

1395, Eighth. 

For Treasury. 

PLAIII 

LONDON 

102 

Dated April 8 , 1941 

Rec ' d 4 :55p.m. 

This morni ng's judgment of tht pr ess on yesterday's 

budget con bt summtd up as " boldtr a t last• though 

degrees of opi nion as to i ts odtquacy r ongt from the 

DAILY TELEGRAPH ' S belief that it placcs financE "on a 

footing which can pr operly bE called oommcnsuratt wlth 

the requirements of total war" to the MANCHESTER GU.\RDIAN'S 

assertion that "the British Govcrnmtnt is sti ll contcnt 

to spend for war supplies substantially ltss than Germany•. 

Tht introduction of post-war crtdlts i n botb the 

lncomt tax and excess profits duty systems is universally 

approved--even by the DAILY HERALD (formerly the bitterest 

and lattcrly practi cally the only opponent of Keynts' 

proposals) raising no objecti on, and pronouncing this fcatu• 

as "paving t he way for the turnover of industry now concEn­

trated on war manufgoturcs to peace activities" . 

Though j udgment on the modifications to remove lnjust~ 

In the effects of the Excess profi ts duty is rtscrvcd un t il 

detal ! s 
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-2- 1:1!!6, April 8 , 1941 from London 

details in tbt finance b i ll become available, t btrt is 

recogni t i on or thE political dirtioultita which a conserva­

t ive Chanocllor or thE Exohtqutr would tncountcr in 

t owering thE ratE, EV cn by thoa t who would wiah to sEE 

it lower ed, whilt all commtnta i ndicate thot thE post-

war crtdita art welcomed. 

General Judgments on tbe budget art as follows : the 

TIWES city editor conaldtra " that tht fourth war budget 

will probably bt rcgardtd aa the nearest approach yet 

to what a war budget ahOJ.ld be" , whlle tht TD!ES leading 

editorial , heodtd "A Stabili~ing Budget" statts thet 

"nothing much mort dr ast ic could bt imaginEd than proposals 

which will add two million to the number of incomE tax 

peycra , will r a ise tht rate of dlr£ct taxati on on the 

h1ghcat incomEs to 198 . 60. l n the pound and will producE 

Ll , 860 million ln a slnglt year. Tht DAILY TELEGRAPH city 

tdl t<r thOJ.gh remarking that Sir ltlngalty may not bt on 

aure grOJ.nd ln his mcasurt of the " potentially dangErous 

inflationary gap" or ln hls btliEr that voluntary savings 

Will not autfEr from highEr taxation consider th~t "ont 

cannot escape thE imprEssion that at last financial mtasur~s 

arc being taken to drain ott aptnd1ng power on an adequate 

aoatr•. The FINANCIAL NEWS dubs it 0 tht K.K. Ir. Budget" 

opened by Sir lrlngslty, inspired by Ktynta whilE Lord 

!UndErslty 
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-~- 1~961 April B, 1941 from London 

J(lndrreltJ wlll do hla but to ukr lt a auooru and atat.1 

that "undoubttdlJ thr TrraaurJ haa raord grim rralltlra 

tn mort rrallatloallJ and boldlJ than cvrr brtort" and 

pointe out that "tht clear rtadcr of Slr KlnsalrJ'• apttoh 

will find in lt many oluu to tht•J thE TrEaaurJ undu lb 

prEunt mmtora ia aaallllllatlna lta polloJ to thr br oad awr . 

ot tbt Govunmmt•a war Effort•, whlll tbt PiliAIICUL 'l'DIES 

rditcrial atatca that "thE budgrt nEOEaaaril J stringEnt 

without prtotdtnt must nevErthElEss bE judgEd in both 

1 ta tlaoal aDd psJchologioal aaprota to havt bun wEll 

taahlontd to mrrt tht ciroumatanoEa of thE ttmr• . ThE 

NEWS CHRCIUCLE whlch htada l ta rdltorid "Good Enough" thoU( 

conaidrrlng thr assumption a blg onr that 1500 mllllon la 

• aEaaurt of tht potrntlal dangtroua gnp btU £V ts that 

tbla gap 1a "tllltd in a worklll8nllkr waJ" . Tht DAILY EXP!IE 

pointe out that "Britain has ftlt from thE outut that to 

brat thr GErllllln national aoniallatln a:ratm aht would havE 

to nolvt aomrthlns a}D)at aa druti c hrrarl!. HErE l t h . 

wlth tnx at 198. 6D. ln tht pound on bl g l ncomra and at 

100, on othrrs with oompulaorJ aavlng and a PE88td coat of 

~vlng, hErt ls an answEr to Dootora ·Sobaoht and Punk wlth 

the aodif l Ed oomplLamts ot ProfEssor KtJDtS", whllt thE 

DULY HERALD'S rdlt• rlal whloh la htadtd •soldtr" btglna 

'not bad, Sl r KlnsalEJ Wood" and statEs that though hawing 

80111£ 
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-4- 13961 AprU 8, 1941 from London 

aoou dtfccte "thls budget grapplu more boldly with the 

1110natroua probl£111a of war finance than did any ot ita 

prtdEousora" . 

Tht TillES , the 14ANOHESTER GUARDIAN and the FINANCIAL 

HE'S particularly Emphaelze the importance of the Chancel­

lor ct the ExchEquer ' s announcemEnt of the Government's 

pcllo:r ct stabUidng thE coat ot Hvlng wlth a vlcw to 

belding t he wage llltwlt len stable. As the FINANCIAL JIEWS 

puts lt "htrt at long last is aaacthing for which we have 

hitherto askEd in vain-evidcnot that the authoritlca have 

a wage policy and a stat£mcnt or what that policy is" whi t 

the TIMES pronounces th1a atatmcnt of Sir Klngslcy as tht 

"moat important slng~e proposal ln the budget speEch", the 

IIAIICHESTER GUARDIAN consldcring it d "almoa t thE moat 

lllpcrtant• . 

Apart trom the gmcral imprcaa1on gained from thla 

aom lng•a press tb.et pcrhapa Sir !U.Q&11lt7 Wood is rather 

opt1m1stlc in placing thE lntlatlonary gap at only 11500 

mllllon and ln EXpEcting voluntary eavlnga, together wlth 

na:w taxation, to be adequate to fill this gap, the on~y 

important critioiams of the budget arE to be round in the 

14ANCHESTER GUARDIAN whcrt points or acme interut arc 

atrcaaed. The financial editor or this newspapEr in a 

aptcl8l ar ticle on thE budget g lvta hla, opinion that one 

or the tlaca l ideas taken over rraa Mr . Ke,.nn, namely, 

thE 
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- 5- 1396, April 8 , 19 41 frnrt London 

the cSLferred pay idea is good but the second, namely, 

that of excluding expenditure abr oad from the estimate 

ot total cxpcndlture 1a bad. "Thla procedurE 111 objeotlr,. 

ablt tor two reasons, one i s thot same expenditure made 

abroad like that paid for exports demon& t1»: USE of 

domtstio resources and some llkt thot pa leS for by tbe 

u l t ot stourl tlu rEquires sterling p&Jllltnts to previous 

boldtra in this country. , Secondly it beoomu almost 

lmpoaalble to form any j~cnt ot the sizE of the Brl t lah 

war effort• . The articlE tbm quotea the Oxford Institute 

ot Statistics as puttlng Gn.,..n war cxpmdlturc bEtwEm 

&4 1800 mllllon ond DS,OOO mill i on plus somE DS00- 11 000 

mllllon of suppliEs from conquered tcrrltoriEs and compares 

thESE utlmatts with thE proposed expenditure at home for 

war purposes which arc estlmattd roughly at ~,000 million 
J 

with a further ~.ooo million to bt spcnt abroad which 

a~~gguta no turtbcr incrcas c i n war expenditurE beyond the 

prcamt ltvel whlcb for the poet month was at th t annuol 

rate of about &4,300 milli on. An td1tor1al in the s~t 

ncwspapcr olso sta tea • tbE compl.:tc exclusion from tbt 

ballncc shttt of purchases ln tbt Unl ttd States ln partloul 

1a h~rd to justify, evEn lf t here were no other n:ason it la 

politically cSts1rable for tht sake of Ameri can opinion to 

takc account or our potential debt" . 

Please supply copy of thla and no•a . 1262 of April 1 

and 1374 or Apri l 7 to COIIIlltroC. 

CSB WillA NT 
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ntaN: Oonalll.aw General, Bei.n,, s..-.­
DJ.ft: AprU 8 , lii.U, II a ... 

110.1 100 

!be tollow1Jii 11 otr1oUJ ooat14oaUal.. 

10? y 

n bao OOM w .., aueauoa *' ~ floftllla 111p 

Oouitdon lzobonp Ott1oe •' Bolft' bu, 1D .. ,01'111 

l.At~o .. , reoonU7 pulW4 &ol.laro fro. 1h rre, ao-h 

1A the Uaue4 lwwa tor ~ pvebaae fro. Clentr&l •a a,a 

or oerw1D sooU. 

Oonftroloa of 4o'Jlara la'o Olllloa tranoa, 'o be 

MgoUat:e4 1D t:ba -VJ of pv ...... , baa MOD udee 

!hit vat 4one oa 1Davuuoaa tJo• u.. lanqu 41 IJrla 

at Be11'11t t.broqb t:ba Clb.au laUonal BaDit at: lew %ark. 

U •• at:awtl bJ ~ J'loftoh »!Motor of t:ba lzMenp 

ott1ot tbat: U.. !reaaai'J hpal' .. n, of U.. hUed lwwo 

ha4, prenalllJ, 'lleea 1Dtone4 f'Rll7 '117 t:ba Obaoe Bank 

or the 4tt:a1lo of t:ba u.naaouoaa. I' 11 .., a4trehn4-

1JI8 that: t:he7 1Dol.aAa tei,OOO tor ol.Ootr1aal ouppUeo u4 

hopt tr011 KIUIPI'J &114 'Iqool&Yla reopooUftlJ u4 teo,ooo 

lltPU 
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TREASURY DEPAin'MIENT 

IINTat OI'PICZ C C I.IUNICA'TIOH 

-
III rwporto: 

April 3. A bill W "- l.abota..e la tU OlaNa Oncr- .nllods11rc 
Ql -tin power w pi'OIUbU or ~'MUlot aportt ot -'tal• ..aw, 
ntt'III<Jo 1tc. 1JI tile - ot ~ ~t'lll-- ..Uta, _. *-. 
pOrtttloa of M!'OIIM41M. _. tM IDle ,_ ........ a-&.U.till& ..-..n 
-· u4 wuwttac • noort ...,._ -..uo.w. to »= •• 1-..lttill& • 
rocoi.UC tonip tu4o. · 
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TREASURY DEPARTMENT 

INTIER OI"F''CIE C0Mio4UNICAT10 N 

DATa J.pril I , 19111 

11r, OoollraA CONFIDENTIAL 

loU. k oo-rolal ooaoorao 
Pvobaoo4 troa ooaoro1al oo-rao 

.£91,000 
£36 ,000 

OpeD .,.loo~ okr1lac wu qiiO~ a\ ~.0}-1/2. !raa-Uoao of ~ rl}lllr\lac 
lab VIJ'I II follOYII 

lol4 k oo-rolal OODOirao ~.ooo 
hrcllaoo4 fro• -olal ooaoorao .£7,000 

Ia 1., York, \U o1oolac rawo t or tho t orolp CV1'111oloo lioW 1111ow w.ro 
U fOllOWII 

Oo.u41aa 4o1lar 
Moo traao (-ro1al) 
lw41oll krou 
Jle1ollaarll: 
L.ira 
.a.r..,.tuo p~oo (t .... ) 
l raoUiaa ailrolo ( fMo) 
lloxi- pliO 

cu ... pliO 

1a "'""'"' • \U ,_ wu apia q110W at 5--11/~. 1\nlliiC _. ...,li&IICo& 
" }.9). 

1• toU. $110,000 1.11 plt w ~ Ca\ral leak of tho~ llepall11o, *-lela 
., 1114t4 to 1h oanarll:o4 aoc-\. 

'' hno4 a u-oo a4or tho Ool4 •-J.o\ p~nUUac tho h4oral :ao .. ne 
Jut o! l ew York to otfoo\ ~ f ollowiiiC uuoter of pl.A 1o l\1 ftal\o kaonowl 

t939,170 fro• ~ ouurll:o4 1100-\ of tho Moo •\loaal 
leak \o 1.1.1. -•• •o• 11 pl4 la \lao 1&\\11' 
ao-• lo \lao proporv of \lao 1.1.1. 

,, '11114t '""' 0>4tr :,.• tho\ \U rorolp J'alo Ooa\rol a\llorloo4 tho rotoral, 1lll4or l:dcnl\1.,. 
• 1349, u ...aot, w roool.,. tho ..,. pl.A t or •-' of tho J.t.l. 

lo - COlA n pp ·a\e wro roporW. 
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Ia r.ooo~o&. a prioo of 1)-1/ X ._. epla fbool for -..~ opot ...a forwrt 
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TREASURY DEPARTMENT 

IHT&Jt Of"P''C& COWMUHtCATION 

.. Secretary loraenthaa 

-llr. Foley 

•• ._ APR 8 11Mf 

In accordance with the requeat contained 1n lr. 

rhoap1on•e aeaorand.1111 of Decaber 26, 1939, there ia 

aUaclted a tUIIaar)' report of atlldiea or proj ecta car­

ried on in the Office of tke 8eneral Oounael for ne 

101~11 of larch, lMl. 
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SUKKARY REPORT 01 STUDIES OR PROJICTS II 
THI OFFICI OF TBI GEHIRJL COUISIL -

KARCH 1941 

tl2 

The following aattere receiYed attention in the 

Offi ce of the Chief Counsel for the Bureau of Internal 

Revenue: 
1. Consolidated r et urns of aff iliated corpora­

t iona. Regulations relating ~o consolidated re­

turns of affiliated corporations prescribed UDder 

11ction 730(b) of the IXCIII Prof i t s Tax Act of 

1940 (Subchapter I of chapter 2 of t he Internal 

RIYinUI Code II added by the Second ReYenue Act 

of 1940) were forwarded f or approYal on Karch 13, 

1941, and approYed by the Acting Secretary on 

Karch 14, 1941. Aaong the aajor probleae coyered 

in thee• regulations are the coaputation of con­

solidated inyeeted capital, coneolidated ayer11• 

baee period net incoae, conaolidated adJuetld 

exceea profita net incoae, and the adJuetaent of 

baeie ot intercoapany etoo~oldinge wi th reepect 

t o loeaee durinl conaolidated return periodl. 

2. lxceae frofite tax regulations. Regulations 

to be ieeued under the •lxceae Profits Tax Aaend­

aente of 1941• are in the couree of preparation. 

The aboYe aattere were handled under the auperYi-

eioa of G, 1. Adaae, Bead, Legislation & Regulation• 
Divieloa. 
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The following aattere received attention 1n the 

o!!iee of !eeietant General Counsel Cairns: 

3. Coast Guard legislation. A bill hae been pre­

pared which aodifiee and repeal• certain lawe of 

the foraer Lighthouee Serrice with a view to per­

fecting ita coneolidation with the Coaet Guard. 

fhie proposed bill also contains changes in exist­

ing Coaet Guard etatutee, deeaed desirable becauee 

of national defense activitiee of the Service. 

The study was aade by Kr. Harrison, Chief Couneel, 

Coast Guard, in cooperation with adainietrative 
officers. 

4. Partial payaente for construction of Ooaet 

Guard Veeeele. Onder the Act of Kay 5, 1894, 

partial payaenta for construction of Coast Guard 

vessels have been aade on the baeia o! 75 per 

eentua of the work coapleted. Other Federal agen­

ciee pay on the baeia of 90 and 100 per centua. 

fbie s ituation placed the Coaet Ouard at a diead­

vantage. aade it difficult t o finance Coaet Guard 

contracta, and tended to diecourage coapetition. 

A recent invitation t o 70 ehip yards reeulted in 

no bid, Thie aituation hal been aaeliorated by 

resort to aection 1 of the ACt of June 28, 1940, 
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which provides for advances to contractors and 

tor partial pa-,.ente OD the balance upon nell 

terae ae the Secretary elaall prescribe. After 

procuring the President'• consent, r.,ulatione 

under the latter act were issued by the Becre-

114 

tary authorising pa-,.ente for Oout Qaard naa•l• 

on the eaae buia u other Federal qenciea. !Ilia 

ttudy wu -.de and the plan for.ulatad by Kr. Rupert 

of the Cout Ouard Legal BecUon. 

5. lxeapUon fr011 Plailippipe emr\ \H Oil alaip­

aente fro• Guaa. In response to &·letter froa 

the Secretary of the I&TJ requeattn, coaaeDta on 

a proposed bill to exeapt Philippine articles 

thipped to OUaa froa the Philippine export tax, 

IYtrttt Saith of the Legal Section, CU.toae, re­

viewed the proposed bill, prepared a letter point­

ing out eenral defecta in the proposed bill and 

euggeeting a eubatitute, a copy of which wu tr&lll­

aitted with the letter. 

6. Cuetoae legielaticn. !he Ooaaiaeioner of Oae­

toae and Chief Oounael Dwan have been cooperating 

with the Office of Production Kanaaeaent, the le­

conttruction Finance Corporation, and the lavy 
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Departaent on the subject of appropriate legis­

lation relating to iaportatione of etrategic aa­

terials free of duty. It hae been aade clear 

that the !reaeury Departaent takee no poeitioa 

•1th regard to the tariff policy but concern• 

iteelf only with adainietratiYe practicability 

and clarity. A redraft of the conteaplated leg­

illation wu prepared by Kr. Dwan and that re­

draft 11 being atudied by the illtereated ag•ciea. 

7. OnrUae coapeuation. !he propoaed bill to 

u111d aecUon 451 of the tariff Act of 1930, ae 

aaended, to authorise the &lli1J18ent of cuetoae 

offi~ere and uployees to regular toura of duty 

at night and on Sundays and holid&ya, aentioned 

in the report of January 31, 1941, hae been re­

drafted by Messrs. Dwan and IYey of the Legal 

Section, Cuetoae, ao ae to reYiee thoroughly the 

exieting etatutes relating to o•ertiae coapenaa­

tion. Aaong other thinge, the bill would clarify 

the queation of the authority of the Secretary 

under eection 5 of the Act of February 13, 1911, 

ae aaended (U.s.a. title 19, sec . 267), to fix a 

daily rate of oTertiae coapeneation other than 
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~he re,ular daily ra~e of pay, which queetion 

11 inYolyed in ~he caeee of !errx A. lrere Y, 

Henry lorsenth!u. Jr •• et al., and Joetph r. 
Callahan Y, Uni~ed Btatee, now pendtag in the 

Court of Appeale for the Dietriot of Ooluabia, 

lr. Joeeph J, 0'0oMell, Special AaeiUaat 

to ~he General Ooanael, report• the followiq etudJ: 

11.6 

8, GoYeruent D!poeUm .tot of lMl. ••ere, 

RIIYII, larty aDd SherboadJ, in OOnJaDCtiOD wit~ 

the intereete4 adainietratiYe offioere, ~e aade 

a ltudy of ~he capoeU u4 proteoUoa of Gonm­

aent funde, preliaia&l')' to the preparaUon of 

general legiela~ion proYidillg for appropriate 

auperYieion by the !reaeurr Departaant ot the 

handliQI of depoaite of federal fundi, tile draft 

ot a bill, ooaplete4 in cooperation with lr. Ber­

nard'• office, ie now being reY1ewe4 with adain­

ietratiYe officere, 
The followillg aattere rece1Ye4 atten~ion in 

the Legiela~iYe Sec~ion under ~he direc~ion of Aeeie­

t&nt General Oouneel Bemard: 

OOI!IIUATIOI Of PROJIOTS 
9, Bill to relieye ~he hoepitale froa double 

taxation under Barrieon larcotic Act (for 
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description eee original report, itea 9). Thie 

bill, prepared by liee loDalf, together with aab-

1equent aaterial eubaitted in eapport of particu­

lar phaeee of the bill, Jaaa been retllrned fr~ 

Budget with epecific recoaaeadatione ae to certain 

eectione. A aeaorand_. for CO..ieeioner ADalinger 

ie bei.Jig preparecl eeUiq oat Jladaet 1 e reooaeeda­

UoDI, and euggeettaa tla&t till bill be c~~u&e4 to 

ooaply with tho•• recoa.eedatioae &ad be eubaitted 

to Congre11. 

10. FidelitY boad bill (foreerly identified ae 

"Bond Surrey•) (!or deecript1on eee original re­

port, itea 10). Due to the 1ntereet of about ten 

other aaenciee in thie bill, which wae prepared by 

llr. Spingarn, the Bureau of the Budget hal not yet 

been able to give it the u.ual clearance. 

11. Acting adainiatratore bill (for deecriptioa 

••• June report, itea 33). liee lcDutf ie contin­

• lng her etudy of the neceeeity and feaeibility of 

general legislation to prOTide for acting bureau or 

dlvlelon chiefe in the absence of a chief. 

12. Law Coaittee of Dehnee Ooauioatlone Boarc1 

(tor deeoripticn aee Joveaber report, itea 23). 

llr • Spiqarn h cent inutaa hi a wort ae the !reaaury 

U7 
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representative on the L .. Ooaaittee o! the De!enee 

~unioatione Board, 

us 

13. Oo41!1oation o! Public Debt La•• (!or descrip­

tion eee Deceaber report, it .. 14). Mr. Koten ie 

continuing hie wort on thie pro~eot. 

14. survey o! tax-ezeapt Federal eecuritiee. other 

than obliaatione. lr. Morton ie continuing hie etudy 

to deteraine what agenciee, oorporationa, aaeocia­

tione, etc., iesue etoct, eTidencea o! indebtedneee, 

and eiailar Federal eecurit1ee, other than obliga­

tions, which are tax-exeapt. 

Ill SfUDII§ 
15. Adainietrative procedure billa. Under Kr. Ber­

nard'• eupervieion, Mr. Koten ie coordinating the 

co11ente o! the varioue eta!! aeabere on the three 

pending adainietrative procedure billa, s. 675, 

which eabodiee the views ot the ~ority aeaberehip 

ot the Attorney General'• Ooaaittee, 8. 674, con­

taining the ainority aeaberehip 1e views, and s. 918, 

the Alerican Bar Aaeociation'e rBTieed falter-Logan 

bill, in order that the Departaent aay be in a po­

eition to eubait ite views on those bills at the 

hearings beginning April 2, 1941, 
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The f ollowing aattere were worked on under 

the direction o! !leietant General Counsel Bern­

etein: 
16. Foreign funds control, rreeaing control 

waa extended eucceesively to Bulgaria, Hungary 

and Yugoslavia, with thie office preparing the 

neceuary docuaenh . In t he cue of Yugoslavia 

it wae neceeeary t o certify a copy of the Order 

for publ ication in the Federal Register before 

receiTing the original fro. the Preeident at 

sea. 
The direct application of freeaing control 

to laporte and exports between the United Statee 

and the invaded countriea wae both atudiad and 

discuaaed, The question wu precipitated by 

certain French cargoee arrivi.ng froa France. 

Pending furt her coneideration we have dealt with 

the iaaediate problea on a provisional baeie. 

Ia are working upon a revision of certain 

of the outatanding general licenaee in order 

to aset a nuaber o! probleas which have developed 

eubeequent to their issuance. In addition, a 

general license wae issued freeing the account• 

of !aerican foreign aervice officere and other 
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goyernaent eaployeee in the inYaded area. lork 

11 als o continuing upon ~rloue phaeee of the 

problea of a general extension of freesing con­

trol. 
! foreign lunda Control inYeatigatiYe unit 

ie being established in lew York under the direc­

tion of Kr. lay of eu.ta.e. le han participated 

111 conference~ on the function• of the Unit a.acl 

He aode of operation. 

120 

Thie office, together with roreigD Fundi Con­

trol and lonetary Research, drafted the epeech de­

liYered by lr. Pehle before the lxport Kanagere 

Olub of lew York on the eubject of freesing con­

trol. Report• indicate that the epeech aet with 

wide appronl. ~e ntire etatf worked on these 

aaUere. 

17. roreim check reaulatione. Thil off ice coop­

erated with the Office of the Ooaaieeioner of Ac­

coante and Kr. O'Connell'• offloe in the prepara­

tion of the regulation• leeued under PUblic lo. 

828 wlth reepect to GoYernant check• dr.-a to per­

eone ln certain foreign countriee, lnoludlng the 

ooantriee ooYered by lxeoutiYe Order lo. 8389, ae 

Regraded Uclassified



- 10 -

aaended. fhe regulation• were aigDed March 19. 

1941. llr. Bernetein. Kr. Luford and Kr. DuBoie 

worked on thie aatter, 

18. YugoelaTian Gold. le haTe participated in 

the diecueeione rela\iag \o \he eale by the Cen­

tral Bank of Yugoal&Yi& of $22.000.000 worth of 

gold to ua and the \ruafer of the procaed8 to the 

Central Banta of Brasil Ul4 Araenuna. 1r. Barn­

ete1n and Kr. Laz!ord worked on \hie ~tar. 

19. Britiah oontract !l!!!!er Lepd-Leue Bill. le 

han worked on Ue draft of a ocntract conriq 

121 

the deliTery to Britain of certain defenee artiolea 

and the quid pro quo to be paid by JDalad. Kr. 

Bernetein worked on t~ia aa\\er. 

20, Liouic1ation of BrUin uaeh. le han par­

ticipated 1n cODferenc .. in the Secretary'• office 

on the probl• of the 111181d&Uon and the u.ae of 

Britieh aeeete for p.,aent of oata\an41Da ooaa1t­

aente in th1e ooatry. 1r. Bernatein worked on 

ihh aatter. 

21 . Wlo-Paleetine Bank ytttr. le han Jaa4 a 

nuaber of conference• with Kr. Iatorik coneiderinl 

the wartoue phaeee of hie propoaal &Dd poeeible 
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ways of dealing with the propoeal. Meaoranda of 

the oon!erenoee have been written for the Secre­

tary'• !ilea. Mr. Bernetein worked on this aatter. 

22. Ohineee agreeaent. le baTe participated in a 

nuaber of conferences with the Ohlaeee 1Dd the 

British, State Dlpartaent aD4 Carrie oa tke eub~ect 

ot the jgreeaent, u4 n.riou prniliou to aeet 

the current viewe on the eettiaa ap of the Stabili­

saUon Fund have been prepuecl, lr. Blrute1n 

handled this aatter. 

23, lxchange olauee 1a Jan ooltract wUh Vennuele.. 

thie office, with the oooperatioa of lbite'e and 

Cochran'• officee, aeeiet8Cl a repreeentative of the 

I&YJ Departaent in drattiDI an ezchaale claaae to 

be 1Deerted in a laYJ contract with Venesuela. 
Briefly, the probl .. waa one of ezpr1111D& a foraula 

to be u.eed in tranelaUq dollar peJMDte lato boli­

nn. Mr. Berne hiD and 1r. Luford worked on thie 
aatter. 

24. Ooloabian diYilOJ!!•t&l wong. At the requeet 

ot Mr. Spaeth, .Uaietant Ooordla&tor of Ooueroial 

and Cultural Relatione between the Aaerican Republica, 

thie office hu been Q9nductiDI a etud.J ae to various 
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raye 1.n which the Inter-.Aaerican Bank aight partici­
pate in the projected denlopaental progru in 

ooloabia. J. aeaorandu.a 11 beiq prepare4 eettiag 
forth in detail the aethoda 1n which the Bank cogld 
be of a11letance, Kr. Bernetein, Kr. rriedaan, and 
Jr. Sutton worked on th1a ll&tter. 

123 

25. Fianiah jgreeaent. !he draft of the propoaecl 
agreuent between Finland ancl the United Btatee poet­
poning $235,398 due froa FialUlcl to the United Statu 

on Decnber 15, :S.O, wu rninecl, r~Yiled 1n certa1n 
reapecte, and aent forward. lr. Bernetein and Kr. 
DuBole worked on thia. 

26, Spanieh ailnr. ! atudJ wu ll&cle in conjunction 
with Kr. Dietrich and the Kiat Bureau ae to the pro­
cedure to be followed in fixillg a charge for aeltiag 
and refining the Spanilh ailnr ehipaenh with a Tin 
to arrhing at a f inal figure for eetUeaent under 

the purchaee contracta. Colleideration wae ginn to 
the applicability of the fable of Chargee for Kinte 
and All~ Oft1cee 1a thia eituation, and a aeaorandua 
u t o euageated procedure wu prepared for t ranaaia­

eion to Mr. Bell. Kr. Bernateln, Kr. Sutton, and 
Kiee Hodel wor~ed on thie ll&tter. 
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21. Secret SerTioe retireaent bi ll. In oonJuno­

~1on lith ~~ L'li•latiwe Beo,lon a letter to the 

Director of the Buqet wu prepared with reepect 

to IUil••ted aaenclaente to the retireaent bill 

atteotiq oertaiJa ••bere of tile Secret hrTioe, 

approYed October 14, 1941, ead 1r1 til reepeot · to a 

IUiilltecl aaencla•t to noll .&ct. lr. Berutela, 

lr. DuBoie aad lr. Bllttoa wortec1 oa tllil II&Uer. 

124 

38. UpUecl Sl&hl Y. Plak. ne peUUoa ~or writ 

ot certiorari 1a thie oue, iaYOlYiq the walidit)' 

ot the Buliaa deoreee, waa rninec1 1a tile lipt 

ot the general probl• coaoemiq the walidit)' of 

foreign decreee. !he ae.arance of Juetice wae ob­

tainecl that in arguiq for the walidit)' of tll.e 

lueeian decreee the)' would not rel)' exclueiwel)' on 

reooplUoa of ~e SoYilt blat &leo on tile LltYiaoff 

Uelpaent; aDd a fn alaor naeeUou 1a tll.e 

petitloa aleaa theee llaee were aade to Juetlce. 

llr. BemeteiJa IDd 1r. Daloia workec1 on tlaie •tt•r. 

29. Bl10k !0! awaru. !11.11 office II&Cle a oaref•l 

etud)' of the Jll'obl•• ra1eec1 b)' the BllperiJatauat 

ot Insurance of the State of Jew York 1a connection 

with hie application for p.,.ent of certain ..ardl 
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aade to aeabera of the Lloyda 1 aaaociate groupa. 

rile recoaaenclaUon of thia of!ioe that pe,raent 

be aade to the indiTidual awardeee waa approyed 

by Mr. Bell and thil office ie now oooperatiDI 

with the Office of the Ooaaie1ioaer of AccoUDte 

in connection wUil tile pa,y~~eat• of tile &warda. 

Mr. Bem1teia aad li11 llodel worked oa tlll1 w-

125 
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PERSONAL AllD 
SECRET 

Doer Mr. Secretary, 

126 

1-ITIIM IMIAAY, 

WAI MIMCTOM, D. C. 

April Bth, 1941 

I encloao heroin tor your 

personal and secret intormation a copy 

ot tho latest report received !rom London 

on tho mil i tary situation. 

Believe me, 

?he Bonou ra hle 

Henry llor gonthau, Jr. , 

United States Treasur7, 

Washington, D. C. 

Doar r.!r . So oro tary, 

Vory e incerely yours, 

Regraded Uclassified
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e. moo-e.eyu AlP owg. 

&11 anlhble e.sdea011 1e that o.._ 

aUeoll • llap-lhYla 1a u.ta e nt, POIIIII.blJ -

b1n1Ds with ,......, .. aplnn ONOOII o 

10. !p'JAL AI!! PO!!CJ. 

11Ft nt\/lltb, '70 otroratt d .. patohMJ 

os alnet BNet w. Colope n ... ,to.._ • 1 Dlmkin 

1. Cillo baaller alaalJic• floolla1ao17 POporta lndl .. to 

I OraiOIIN elOOrlJ MOD 1\ Blon• l 411'00\ lal\ 

elelaod, 1 '1'11'7 neu 111••• 

llo OKIIWI A 1R PORCJs 

ll&bt nt\/lltbe AppNlll-WlJ tiO drONtt 

raided thle ooet17. •JorltJ operettas 1D Brtetol 

aNa. P1rl at Rational IIHitlns Wone. A .. -th, 

Nportod ...S.r ooahel, .. a tho ODlJ 111'1.,... laid.· 

Mat, OO ... ltl .. lpplll' lJ.cbtr !'wo .,..., booobeN 

4aetroro4, aa~har ~ .. 4 b J tlsbt•N• 
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PSRSOHAL AliD 
poru;:or 

DaiTIIMI • .-Y, 

WA8MiaQTINI, D.C. 

April 8th, 1941. 

Deal' lil1'. Secretal'Y, 

I encloae herein tor 7our 

penoaal a.a4 aecret intoNAtion a eop7 

ot the lateat report reoeiYe4 troa 

London on the 111llt&r7 aitutioa. 

Bellne •• 

Deal' lill'. Beereta1'7, 

Ver7 a1aeerel7 youra, 

'l'ht llooourable 

lleocy lloraeathau, Jr. , 

Uai te4 Btetea 1'reu11J'7, 

WuhiqtoD, D.O. 
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RES'ITJC'i'ED 

IIIIJT.IJ!J IIITELLIO:JICfl DIVISIO:I 
1/A!l DEI'AR'l'l:EIIT 

ll•!h!naton, April 8, 1941 

TEirfATIVI! LE$0!;s Blll.L..'"Tlll 
110 . 89 

0-2/2657-2.35 

Tho information contained in this aeries of bulletino 
will be reawicted to items fra:> ot!icial sources whl.ch are 
reaoonably con.firaed. The lessons necessarily are tentative 
#J1d 1n no sense mature stucliea. 

Thio doc1.108nt is being given an approved distribution, 
and no lddi tional copies are available 1n t.he ll1ll tary ln­
talli&ence Division. For proviaio!'UI governing ita repro­
duction, see Letter TAG .350.05 (9-19-40) 11- 811. 

OEilERAL DE GAULLE ON ARIIORED UNITS 

SOURCE 

An American official observer recently had a two-hour 
eonvoraaticn with General De Gaulle 1 eOimll&llder or The Free French 
Forces. This bulletin· presents General De Gnulle 'a views on tbe 
orcanization, trllining, and tactics of amored units . 
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OE!r.liAL DE Gl.ULIB ON AR1.:0R.!D UIIITS 

•In each arcored unit there must be at le~st two - pre­
tcrably three - types Of tanka Which OP<!r&te indopendent.J.y, 

"In the orsanization of the division, there should be: 

133 

"n , A reconnaissance element 0011\prieing motorcycles, armored 
oars, and tanka , This unit should b& OOP<Iblo of sustaining itself at 
,_ distance in· advance of the division, of conducting rcconneissonco 
on a broad front, of driving back small reoonnaiuance elements o! the 
eMOO', and or keepinc 1 tself ready to !i&ht !or information where 
neces841')'. It. ~ be reinforced at tlJ>ea 1d. th infantry and artillery , 

"b, Two regic!ents of tenka !onoed into an t.niOred brigade, 
Each rogiMnt aF.OUid COOIIPrise JO heavy tanka , 40 Mdi.IIZJ tanks, and 1;0 

Ucl>t tanka, organhed in separate battalions and not interaingled by 
typo within a battalion. There should be at least a 20 par cent reserve 
hold in the division park !or prOOIIPt replacaent o! losses . 

•c , An infantry br i &ade of tour infantry battalions, These 
battalion a shoUld be equipped with their own 81113l.l &rillS, two-pounder 
antiaircraft artillery, antitank ritlea , and licht antitank guns , 

11d , A brigade of field artillery comprising two battalions 
ot 105-rnm. hOI'rit zers tor close support of tanka nnd infantry, and' two 
battsllona o! heavy guns or hOI'ri tzero w1 th a l·ance of at least lS ,000 
ynrds !or oounterba ttery purposes . 

•e . An en!lineer battalion with adequate equipnent to cross 
tho aver nee river , repair tiliior breillcs in roads, and aasiat in J..tqing 
mines and clearinj; mine fiel.ds . 

•r , A supplY elecent, which io or aore lJ>portance than Uf/1 
ot the brigllodea , The best ..an in the diwision should ba placed in 
charge of t!~ supply ec!lelon, 

"8··.)~~£t~~~~~~~r,r~~~~~~~~~~~~~~ organically a 
its activities to a front; it must seek inton:.at.ion and cover all sides 
ot the armored unit because of the extreme mobility of hostile oechanized 
!orees, Not Only must it be prepared to reconnoiter, but it must apot 
!or artillery and locate sui table targets for b0111barclment aviation . 

"There should be no separate antiaircraft or anti tank 
defense as such, These eleJnents should be orsanized separately !or 
toebnicaJ. training, ·but for OP<Irations they must ba i ncluded within 
Wan try, artillery, engineer, supply and air c0111ponents • 
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•u t.he technique or each IU'II io tai.ICht 1n 1nd.1vidual 
and c<lllpal'l)' exercises, batt.o11ona ahould be worked t,oecther, It ia a 
wasta or tim to try to put saaller unite 1n the same combat team, It 
t.ha1 can operate as b&ttaliona with proper aupportina units , IIIMller 
el.,..ntl know tlhat is expected of t'-• 

"I cannot ""'Phasir.e too atronsl.y the necessity ror a 
spocial artillery techniqce, The 105 1 a auat al~a be available to 
support tanka or infantry, whichever ia 1n advance, l'or visual ~ 
Yat.ion artillery observers III\ISt be put 1n u..ored vehicles, lien 1n 
tanks will not know their own whereabouts 1 and the artillery III\ISt keep 
t.rcck o! the location of tank el-nta and ita own battery poslt.iona, 

"Aa tanks cross open cround 1n IIO'f1n& to attack a bostile 
po~ition, they will find obstacles 1n the bottoa of Talleya, It ia wbUe 
t.he7 are cross1na eueb obstacles and ednneina up forward slopes that 
they require the II&X1aua support of artillery. Proteet.ift artillery 
tire cust be placed 1n trent o! and on the flanks of adYancin£ tanka, 
Tho best tareeta !or Ule 105 will be hoatile tanka "hulled" d.., on 
r1dpa and antitank tn!apons on forward olope1 , The 155 or equiTalent 
wupon must engage hostile artillery b)' counterbattery fire, for eDIIII!r 
utillery will, 1n all probability, be sited to cOYer the obstacle 1n 
tha valley and to fire on the elope 1n front of advancing tanka or 
anti tank weapons , 

"There should be a separate orsan1~at1on !or technical 
trainina of the antitank battalion, l7hich should be included 1n the 
Wan try brisade , '!'here should be a miniaum or 12 cun• w1 th each 
battalion, 

"There should be no heavy anti&ircra!t artillery with 
the diviaion , It should be with the IU'II1 and manned b)' anv troope , 

•It is feasible and practical to !ire 113Chine eune olll.7 · 
t'Na IIOY1ng tanka , Thenever 1t. beeacea necessary to !ire aajor tn!&pon4 1 

l.lnlc:s auat caoo to a halt, 

"The 1:10st inportant t\lnetion to be per!orMd 1n the 
cUTision 1s that of supplyine gasoline and IJIICIIZ\itioo , Every e!!ort 
IIUSt be made to select the beat caaoandera and men for these tasks . 
Considerable tine and thought auat be devoted to the tra1111ng or 
specialioed and General Stolt officers 1n the supply echelon . 

"Each unit must have ita own supply and maintenance 
el-nta, but thsse should be combined under division control during 
combat , Alternate supply arraneementa auat be made as a hedge against 
loss ot trains due to hostile action, 

_,_ 

Regraded Uclassified



135 

RESTRICTID 

•Since the dirlsion COI:I:I&IIdf'r and his staff cannot 
runctton· ft'OIII & permanent c"""""" post but will be IIOYin& frao place 
to place, training is essentia1 tor dovolo):Dent ot the technique of 
control , There 11111st be nu:nercrus ekeletoni~ed division exarclses with 
c~ post personnel to work out this probleoo , Although JDOst action 
w111 be reinforced bBtto.lion action, tl\ers 11111st be control by the divisior. 
or thoro 1l'ill be no coordinated etfort , 

"Each artillery brieade cOI:ICiancler should hnve two· starts -
one to hnndle direct support with tho 105 1 s when tanks , infantry 1 or 
bOth are in action, and the other to conduct counterbatt.ery fire, 

• It eleaents are proper :Qo trained 1Jl their own technica1 
fields and together by b&ttaliona, the divieion 1l'ill be elestic enoueb 
to cc.prbe an;y type of coabat team essentill for the job at band , 

•Since I bad no anUtank unite with rq dirlsion 1n Prance, 
I ns forced to u.se Q11 tanks to protect the inta.ntry attached to .., , 
the tanke prorlded their """ antitank defense except When in bivouac 
or rctuel.ling. In these cases tho infantry turnished protection, 

"Except for tanka, each unit should have both ~~achine gun 
and two-pounder antiaircraft weapons, 

111/hen the going is tough, heavy tan!ts must be placed in 
front to make a way for lighter elements to follow , 

"All carriers for 1ntru1try and other combat personnel 
should be armored , 

•One of the highly essentia1 eleaants in preparing for 
war is adequate and varied terrain for nechanit.ed exarcioea. Units 11111st· 
be forced ott roads and cade to study cccb&t terrain. Night l:l&i.ntenance, 
oup;>l,y, and IIIOVement under blaci<-out conditions au.st becooe routine 
traWnc, for 1 t 1s not sa"fe to depend upon da7l1cht exercises • 

•erws in tanks wst develop team wrk that vill s3ve 
tille and allow accurate fire, 

"Dive boabing by the Oenu.ns did little d.smage to tanka, 
but it destrO'Jcd trucks and u:na=ored vehicles in supp:Qo and l:l&i.ntenance 
columns, It 1• necessary beyond a doubt to place antiaircraft and 
antitank wonpons ,nth trains . Every unit T.luat be soU-sustaining. 

"I wish to reiterate the nece3oHy tor long range artillery 
to counterbattery hostile !!Wls. In t.hio connection, it mey be necessary 
in eoooe instances to reinf~rce organic artillery and the divisional 
orcant:ation must be able to absorb and handle this incoming artillery, 

' Regraded Uclassified



1.36 

RESt':"..C'ml 

•The division ancl i ts spec1&ll,y constituted e<abat teaas 
au.st train constantl y with air units, both obaer-n.t.ton and b<oobardbent, 

"Engineers liiUSt be highl;r tralned in crossing obs tacles 
a:>d 1q1ng and rcoving JOine fields , In the attack at Amiens the tanka 
ot lf1 d.ivieion were hesitant about entering a Oorll&ll min~ field; when 
wantry was despat.ehecl to r ... ove the mineo, their inexperience caused 
th411 to falter. As a result, min<ls were not proper~ cleared tttl&<f and 
uvea nre loet unneceesar1~ . It cannot be too st.ronslY recOIIIMI>:Ied 
that engtneere be trained to 11Wk with all el-nt.s of the division 
uzvler every conceiYable condition. 

•.ur units IIUSt not onl7 provide all- round reconnaissance, 
INt. thef 1111.1t. be trained to locate hoe tile a1ne tielde and to spot 
art.1llery and anti tank guns , 

•.lien the 0el"UD8 discovered that their antit&nlt wapona 
did not eaail;y atop bea'97 French tanke, the:y loiO'fed to poeitiona under • 
cover and !ired againet our treeka, Having thue 1-ob!l1sed the t.anta, 
they closed in to deetroy t'- rlth botUea of casoltne and other 
eOIIbllatibles. 

"There must be li'Oare tenke and crews within the division 
it an otfensiva is to be maintained , At one time I was reduced to 
20 tanka , A cor:aander oust consider the tank his 110et l.Joport&nt weap<lll 

and ens~ that it ts properly mployed . 

"Troops must be taUV>t to recogni:e their own tanke and 
avoid the lliatckes made in France 1 where ~i~ artillery ehot at 
!Nnch and Dritish t.anke . One French tank unit practi~ destroTed 
another, althouch the 1100 in the second gr<IIIP cllcbed out to -that 
tiler vera henchlen. • 

RESTRIC'ml 
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SI'ruATION REPatT 

I. \/estern Theater o! War. 

1.37 

){.1.0., W.O., 
April 8, 1941 
12:00 11. 

Air: German. Laat night the Luttwa!te att.acked in force 
over D>g1aiid." Attacks were widespreed, with a heaY)' concentr ation 
on Glasgow. 

British. A relath•l1 hea"f)' force operated apinat 
GerMnT lut night, centering on ltiel, Bre...-h&.,.n and limen. Al>­
puentl.7 about 100 bombers were uaed apinat Xiel. 

n. Ballcan Theater o! llar. 

Oroundt I!!f!O!lavia. The Geran -.in eUort a~11 
continues in the Stl"WIIB and Strumitsa Valleys, with definite prol'­
resa being mde to the west. The minor Oerman thrust in eastern 
Greece seeMS to have reached the Aepen Sea. It 1e still uncertain 
that t1shtin8 is in progreea in northern !Uj!Oslavia. 

Albania. A Greek offensive 1a reported. 

Air: Axis. Close support of the BI"Ound operation• p1ut 
stratesic bOmbings or rail eoliiJIIIftications. 

Allied. lll.nor ortens1v• reactions againat troops 

and eocmunications. 

m. llediterranean and Atric.an Theaters of lfar, 

Ground: Libya. The town of Derna, which 1e 164 miles 
northeast of Bengasi, has been taken by Italian and Ge,.,.,. 11111ch&nised 
forces. Oerna is or particular iiiiPOrtanee becau•• of ita excaption­
all1 &<>od and abundant water supply. 

Abyssinia (Ethiopia). Italian forces are beine 

pursued on all fronts . 

Eritrea. The Italians apparently still hold 
ll&aeaua. 

Noli:, This milltary situation report is inued by the llilitarT ID-
enee Division, General sta!f. In new or the occuional iD-

cluaion of political wo.-tion and or opinion it 1e c1aesitied aa 
Reatricted. RIS'J1\ICT!I! 
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TREASUI\Y DENRTIIENT 
Wa3h1ngton 

1'\'f. l\ELSASE, MCRNHlG NEWSPAPERS, 
tednudaJ , April 9, 1941 . 
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The Secretory of the Treasury, on bAhnlf or the Reconstruction 

ptnanee corporation , is today offering tor cash subscription , Qt par 

a.~d accrued inter est, through• the FecierRl Reserve bAnks , two series o! 

!l(ltea of t he Rf'C<>"struction Finane~ Corpor11 tlnn, in the ei!XIunt of 

$~1000 1000, or the r eabouts, of ee~h se ries . The notes of esch 

series wUl be dated April 17-1 1941.; onfl serif's, dulgneted Series U, 

rlll be~r interest at the rl'!te of 7/8 percent per annum, and will 

.. ture on October 15 , l942 J the o ther series , dest~eteod ser ies V, 

.tll be•r interes t at the r ete c:t 1- 1/8 percent p~r annum, and will 

.. ture on July 15, 1943 . The notes wil l not be subject 'to call for 

rdemptlon prior to mat\lrity . They will be 1eaued only in bearer 

ro .... with coupons ettllched, 1n denominAtions of ,1 , 000, ~5,000 , 

uo,ooo and noo,ooo . 
'i'h& notes will be fUlly end uneonditlonslly gueranteeti bo t h a s to 

let•res t and principal by the United Stll tee . Pursuant to the pro­

•uiona of the Public Debt Act ot 1941 , interest upon the notes ::oow 

offered shell not heve eny ex e:npt1on , a~ su~h, U.'\der Peder'll Tax 

Ae~a new or hereafter eneeted. Otherwise the nottoa will be eccordeo! 

t.ht aome exemptions from taxR t l on ea nre lleoordod other 1aaues ot 

Reconatrueuon Finance Corporation notes now outs t anding . These 

PI'OVhlona nre epec1f1c&lly ne t torth 1n the otrtcil\1 circulers 

l'eleued todAJ o 
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subscriptions will be receive!\ at the Pl-dernl Reaer•a banks 

and tr· 1nrMs , ond ot the Treasury Deportm6nt, ~'l11ehington ; tl':ey !!1!. 
!!!!t b~ r,ce1ved 10 t the Reronstructir-n Fi!umre Corporntion. BDnk1ng 

lnatt tutlona generally l!I8Y submit subscriptions for account of 

eusto01era, but only the Federal Reserve bnnka end the Trepsury 

Oep&rtm•nt ar e nuthorized to oct sa official ngenc iea . Subsc riptions 

~~ ~nk3 and trust companies for their own nrcount will be r eceived 

dt.hout deposit but will be restricted in et<ch ease to nn uDOur.t not 

ucee11ng one-hrlf of the comb1ne1 caplt•l p.n:l surplus of thg aub­

~er1b1ng benk or trust comp&ny. Subscriptions !rom ell other• cu~t 

~· ecco"'!lnn ied by payment of 10 percent of the omount or notes 

oppl1ed for , 

The right is raserved t o close the books As to any or ell sub­

acrlptlons or eleasos or subscriptions at my timA without notica. 

~ubJeet to the reservnt1ons s<lt forth in the officiAl circular, ell 

aub•crlptions will be received subject to 1\llot ment . P£.yment for 

•~7 notes sllotted must be I!IIJ.ie or completed on or before April 1'1, 

1941, or on l•ter dlotment , 

The texts of th6 officlel circulars rollowa 
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RECONSTRUCTION F'l.IA?lCE CORPORATION 

7/8 PERCENT NOTES OF' SERIES U, DUE OCTOBER 15, 19~2 

nated and bearing interest froM Aprll 17, 19~1 

152 

"':t!.Y AND UNCO~IDITIONALLY GUARANTEED BOTH AS TO lt:TEREST AND P!IINCIPAL 
'" BY THE UNITED STATES, WHICH GUA!WITY IS EXPRESSED 011 THE 

FACE OF EACH NOTE 

19~1 
Oepartunt Circular No , 65g 

TREASURY DEPARTMENT, 
~trice or the Secretary, 

Vsehlngt on, April 9, 19~1 . 

-necal Serv io e 
B'J.rt&'.l of the Publ1o Debt 

I , OFFERING OF NOTIS 

• • The Secretary or the Treasury, on behalf or the Recons~ruc-

11on Finance Corporation, 1nv1tea aubaoriptiona, at par and accrued 

lr.tereat, from the peoJ>le or the United States tor notes of the 

P.econatruotion Finance Corporat i on, designated 7/g psrcent notes of 

Serlee U, The amount of the offering is ;300, COO, OCO, or thereabouts , 

II , DESCRIPTION OF NOTES 

1, The not es will be dated April 17, 191+1, and v1ll bear in­

terest from that date at the rate or 7/8 percent :rer annWD, payable 

en • ami-annual bas1e on October 15, 191+1, and on April 1~ and 

They will mature October 15, 1942, and will not 

tor redempt i on prior to maturity. 

2. The notes will be issued under authority of an act or Congreu 

lkrulvn aa •Reconstruction Finance Corporation Aot"l approved January 

22• 1932, ae amended and supplemented. The income derived rrom the 

r.ctee shall be subJect to all Federal taxes , now or hereafter 1mpOIIed, 

fte notes shall be subJect to eotate, inheritance, g1ft or other 

llehe taxes, whether Federal or State, but shall be e xempt from all 

tuatlon n• w or hereafter 1mpoaed on the pr1nci:ral or interest tbercor 
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tt•nJ t erritory, dcrendency, or poaaeeelon or the Uni ted States , or 

bT a.-at sute, county, municipality, or lc>cal taxing aut hority, Theall 

r.o;ea ehall be lnwt'ul inveatmen ts , and may be accepted as security, 

ror all fi duciary, trust, and public fundo the investment or depoe1t 

•! vblch ahall be under the authority or control or the United State1 

or ff!lY orf ioor or off icers thereof , 

}. The autllor1:t1ng act provides t hat in the event the Reconstruc. 

tlon Finance Corporat i on shall be unable to pay upon delllar:d, when due, 

t~t principal o: or interest on note a 1Bsued by it, the Secretary or 

tte ':'reaaury shall pay the amount t her eof, which is authorized to be 

a~propriat ed, out of any mooeys ir, the Treasury not otherwise appro­

~rlatcd, 11nd thereupon to the extent or the amounts so paid the 

Secretary or the Treasury shall succeed to all the rights or the 

en of such not cs , 

~. Bearer notes with interest coupons attached will be issued 

In deno:Unationa of $1, 000, $5, 000 1 $10, 000, and olOO, OOO, The notel 

¥111 not be issued ln r egist ered form , 

III . SL1lSCRIPTiot; At;D ALLOTMKlT 

l , Subocriptlono wl ll be received at the Federal Reserve Banks 

and Branchco and a t the Treasury Department, •tashlngton, Subscribers 

I:'.lat agree r.o t to sell or otherwise dispose or their eubserlpt1ons, 

or the aecuritloo wblch may be allotted thereon, prior to the closing 

or the &ubacr1pt1cn books, Banlting 1nsti tut1o ns generaily may submit 

•ubacriptlons tor account of customers, but only the Federal Reserve 

Banke and tho Treasury Department are authorized to set ae official 

lgene1es , Others than banking institutions wil l not be per!llltted to 

en\er •ub scr1pti ons except ror the i r own account , Subecrlptions 
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banll and trust c cmpanies tor their own account will be received 
!'rO~ 

''ilu•w• depce1t but will be restricted ln each case to en amwnt not 

ts:eeiUng one-half or the combined capital end aurplua of the aubecrlb­

tng bank or trust company. Subaorlptlona from all others must be 

accompanied by payment or 10 percent or the amount or notes applied 

2. The Secretary of the Treasury reaervea the right to reJect 

a.
1
y eubeor1ptlon, l n whole or ln part, t" allot leu than the amount 

:r to\ ea applied fl) r, end to close the book a aa to an:v or all aub­

ser1pUone at an:v tlme without notice; and any ac tion he may take ln 

theae reepecta shall be final, Allotment notice a wlll be sent out 

IP'O;II)t;Ly upon allotment, end the baala or the allotment will be put>­

!lcly announced, 

IV. PAYMENT 

1, Payment at par and accrued interest, if an:v, for notes 

!llotted hereunder must be made or completed on or before April 17, 

or on later .allotment, In every case where payment 1B not so 

.-•01>1«ed, the pa;v:~~en t vi th application up to 10 percent of the amount 

to\ea applied ror shall, upon declaration made by the Secretary 

3r the Treaaur:v in his discretion, be rorfelt ed to the Un1 ted States. 

Y. GENERAL PROVISICN8 

l , Aa t iecal agents of t he United States, Federal Reserve Banke 

•~e author ized and requested to recelvo subecript1one, to make allot­

tents en the baolo and up to the amounts lndioated by the Secretary of 

a b i eaaury t o the Federal Reserve Banka of the r espective d1atr eta, 

10 haue a1 all tt d lotment notloes , t o receive payment ror notes o e , 

tG &ate 4eHver:v or ·notes on tull-pald aubacript 1ons allotted, and 

~t.~ heue 1.nterlll receipts pending delivery or the de!1nit1ve 
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• ~he Secretary or the ':'reasury !lillY at any ttme, '!r rroa: ttme 
•• 

PrcR~rlbc ~upclemental nr amendatc-ry rules and regula tlon~ 
~c t~-:e , 

;t•erntnp; the orrerlng, >rh1ch will be ot'mmun1oated prq@Ptly tn the 

Federal Rcnerve B11r.lt~ . 

HENRY MORGEIITHAU, JR , 1 
Secretary or the Treaaury, 
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RECONSTRUCTION FINA!ICE CORPORATION 

1-1/1! Pil\CENT liOTES OF SERIES V, DUE JULY 15, 1943 

Dated and bearing interest from April 17, 1941 

1.56 

!liLLY .IJID UNCO'lDITIOUALLY GUARANTEE.D BOTH AS TO I NTEREST ArD PRINCIPAL 
1 BY tilt: UNITED STATES, 1fl!ICH GUARANTY IS EXPRESSED ON THE FACE or 

EACH NOTE 

19111 
Cipattmon.:_~lroular No • 659 

P1toel Service 
31rtau or the Public Debt 

TREASURY DEPARTMENT 
Ottioe ot the Secretary, 

Washington, April 9, 1941. 

I , OFFERING OF NOTgs 

1, The Secretary ot the Treasury, on beh&lt ot t he Reoonatruo­

llon Finance Corporation, invites subscr1pt1one,at par and accrued 

lntereat , tro1:1 the people ot the United State a t or notes ot the 

Stoonatruction Finance Corporation, designated 1-1/8 percent not .. 

ot Series V. The amount or the offering 18 $JOO,OOO,OOO, or there-

II. DESCRIPTION OF NOTES 

l, The notes will be dated April 17, 1941, an4 ¥111 bear 

Interest troa that date at the rate ot 1-1/8 percent per annum, pay­

able on a aeai-annuPl baals on July 15, 1941, and thereafter on 

l uuary 15 and July 15 1n each year until the principal amount beoom .. 

mature July 15, 194), and will not be subject to 

tall tor redemption prior t o maturity, 

2, The notes will be issued under authority ot an act ot 

Congreae (known as •Reconstruction Finance Corporation Act•) approved 

Juuu, 22, 19)2, as amended and supplemented. The income derived 
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!r:JJ the notes shall be subject to al l Federal taxes, now or here­

liter !Jposed. The notes shal l be oub jeot t o esto. tc , inheritance , 

Ht or other oxolso taxes, whether Federal or State , but shall be 
g 

exc~pt trolll all taxo.tion now or he1•oaftor i mposed on tho pri n.: i psl 

or 1ntor<et thereof by any Terri t ory, dependency, or possession ot 

t he United States , or by any Stat e, county, munloi p:U.ity, or l ooal 

1.nng authority. These notes shall be l awful investm~nts , and 

ur be accepted a& s~ouri ~y. for all fiduc iary, trust, and publ1o 

runda tho lnv<:s t mcnt or deposit ot whloh ahr ll be under the authority 

?r control or the United Btatc. s or Pny otticor or office rs thareor . 

3· The o.uthoriz ill8 act provides that 1n the ovcnt the Recon­

ltruot1on Finance Corporation shall be unrblo to PRY upon demand , 

•hen due , tho pr incipal of or interest on notes i ooued by i t , ths 

Secretary ot the TrePoury shall pay tho amount thereof, which 1e 

author!ted to bu 11ppropria ted, out or any mon.,ys in t!'le Treasury 

: ot othcrvleo appropriat e d, and t h.:r eupon to tho ~xt ent of the 

a:ounta eo paid tho s~orctory or the Tr.~taury shall succeed to all 

the r!ghta or the hol dllrs ot such notes. 

~ . Bearer not~s with inter3st coupons att~chod will be issued 

In denoa!nnt1ona of . 1, 000, $5 ,000, $10 , 000 ond $ 100, 000. The 

notes Vlll not bo issued in regi ster , d f orm. 

III. SUBSCRI PT ION AND ALLOTitENT 

l , Subacrlptl on a will bu r ocei V•l d 11 t tho Fedaral Reserve 

Banke and BrMclwa and a t the Tr easury Dapartcont, Washington. 
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~bs~rlbors I!IUSt esree not to sell or othorwiee dispose of their 

eubserlrtiona, or the aucuritiea which l!l41 be ~llotted thereon, 

prtor to the closing of the subscription book a , Bt-nking insti tutima 

s•nera •ly m~y submit subsc:-1ptions for account of customers, but only 

tho ~4erol Roaervti Bonks and the Tres aurr Deportment nre Author ized 

to not u otflcl~l pgencies . Othere thr.n bnnking 1net1 tutlona will 

not be percltted to enter subscriptions oxcopt for their own 

account . Subscriptions from 'benl:s end trust COIDJ)rniea for their 

own account will be received without de.>oait but will be restricted 

In e•ch c•so to ~n nmount not EJ.ccedinil one-half of thll combined 

eapltrl rnd aur0lus or the subscribing bank or trust comp•n,.. 

Subaerlptiona fro~:~ ell othdrs CIU~t be eeecrnprn od by pcymont of 

10 percent of the rmount of not .. s rp pllod for. 

2 . The SecretPr)' or the Trer•eury reserves the right to reject 

•nJ aubaeriptlon, 1n whol" or 1n ~rrt , to nllot losa,thtn the rmount 

or notes r pplied for , t:nti to close thd books rs to e.n1 or '11 aub­

aerlptions t.t ~n1 time without notice; end 8111 ~ctlon he mey tcke 

In thou roapecta shall be !'ln<l . Allotment notices will be unt 

cut Pro11C>tl1 ullon allotment, end the breis of tho allotment wUl be 

publicly announced. 

IV, PAYMKIIT 

l. Pa1JDont at pnr end r.ccrued lnterllat , 1! ~ny, for no t e s 

allotted h ereunder must be me de or compltl ted on or before ~pr11 ~., • 

1941, or on lot~r allotment . In every esse where pe:rment 1a not 

so coq,le t ed , tho Pfl:rment w1 tb -.ppli ,,. tton up to 10 percent of t he 
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JJIDU~t of note& f pplied for Shell, Upon dll~lrrntion msde by thf' 

secret~l"Y or tht Trc.osury 1n his dill~retion, bl! r orf,.lte-1 to thf' 

united Stntos . 

V. GENERAL PRO~ISIONS 

1. As fis~ol agents of thP United States, Fe~erol Reserve 

~ks nr t outhor1zed end requested to re~eive subReriptions , t~ 

._ke ulotments on the ~t>sis o.nd up to the amounts indicated by tbe 

~-~tary of th~' Tr .. asury to the Fe1l!r.ol Reserve B~nks of the 

~~~ctlve 1i3tricts , to issue nllot&tnt noti~ea, to receive payment 

tor n<-tns tllotcd, to >MkP daliver:v of notes on tull-pol'l. subscrip­

tions r.llot t ed, 11nr\ they =7 issuo ~ntorim rcceipte pend1Jl8 delivery 

ot the defin1 t1 ve notes , 

2. The Secretory of the Treasury mry ot eny time, or from tim" 

to time, preserit•e supplementrl or cmendctcry rules ond regulations 

governing the offering, which will he coiiiiNillt'otod rromptl;r to the 

Ft!l~ral Ruerve Bnnkll o 

IIF.IIln' )!0 ROE!iTHAU I JR. 
Ser.retnry of the Treasury. 
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H.N.Jr: 

Operttor: 

R.!I.Jr: 

Operator: 

R.M.Jr: 

Operator: 

R.M.Jr: 

Operator I 

Colonel 
Dooonn: 

II.M.Jr: 

D: 

R.M.Jr: 

D: 

B.M.JI'I 

D: 

B.M.Jr: 

D: 

Hello. 

AprU 9, 1~1 
9:25 •••• 

1.60 ._ 

Colonel Dono•an'• eeoretar1 ••1• be doeen't 
know whether the Colonel 11 1n the o1t1 
or not but he'll oall up and t1n4 out. 

Well, l want to talk to b1a. WhertYer be 
11 l want to talk to b1a. 

WiwNYU' he U. 

Well, l aeaa, wllat l wat to 4111 11 l wat 
to bow .UD he 1 1 101111 to M 111 Wa~a. 

alP'· 

Bello. 

Ooloael IIDDO'IU. 

letu'1' 

8111' 

low are 7out 

J 1a all rlabt. low .... 7out I'n pt • 
UUle bed oo14. 

Well! Uloat 11 tOO bd. D14 7011 lla.,. a po4 
Vl,p'r 

Oh, l ba4 • nell ftGe\1011. 

!bat'• poe!. 

Are 7ou 1n Waeb1nstont 

l ... 
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R.M.Jr: 

D: 

H.M.Jr) 

D: 

a.M.Jr: 

D: 

a.M.Jr: 

D: 

R.M.Jr: 

D: 

B.M.Jr: 

D: 

B.M.Jr: 

D: 

B.M Jr: 

D: 

B.M.Jr: 

D: 

B.M.Jr: 

D: 

B.M.Jr: 

D: 

- 2 -

8111, I ha'fe a un 'b7 t h e naae ot laurclt 
l-a-a-a-r-o-lt, who t ollowa tbla wer neva ' 
tor ae and ru.na a war aap. 

Yea. 

Could you epare t1•e minutea to tell bla 
where you th1nk the lngl1eh are going to 
hold tbla ••...• 

Oh, W;r oerta1lll.7. 

He'll 'bl'lng 8:1 up O'fer vi~ ~ and ...... 
llb7, oerta1lll.7. ot ocur.. I will. 

Well1 7ou r .. ea'ber 70u told •• Chat Cbe 
JncllD ....•. 

lure, on ~· AliallaOD Line. 

Wbat'a Chat' 

A-1-1-a-lt-a-o-n, 'but I'll allOw bla. 

Wlll JOU &bow b1a Cbet' 

Certa1lll.7. 

II ooul4 JOU aee b18' 

Cloul4 be _. to ., ottlOa at 11 :00, .._.,, 

le'll be ~era. low wbere 11 JOU' ottloet 

!bat'• 111 the lloweD llll1141111· 

Wbat 'bu1141DC' 

I like ln ba'b7' 
1 aa 111 ba'bJ, o-w-e-n. ' llnth noor. 

llntb tloor, 11100 o'oloolt. 

I'll ba pa4 to ••• b18. 
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11.11. Jr: 

D: 

H.M.Jr: 

D: 

II.M. Jr : 

D: 

R.II.Jr : 

D: 

R.M.Jr: 

D: 

R.II.Jr : 

D: 

H.M. Jr: 

D· 

R.M. Jr: 

- J -

Do yo~ vant a letter to introduce blat 

No, no. Bee, it'e working o~t ae I told 
yo~, Henry, they •••••• 

Well, I'd better giYe him a letter to 
idenUty bla. 

All r1sht. 

Be'll ba'fe a letter trom •• to identity hia. 

All rlsht. 

Well, 1a 1t working the way • •• ••• 

Oh, eure. !bey ne•er - reaeaber I told 
you, they are do inc it tba t way, thef are 
taking that line beo.~.. t hey oo~dn t 
hOld the other. 

Wall, yoa told ae that, 8111, b~t dean 1t 
t'ferybo41 1a eo bl~e ien't there eoaeway 
ot lltt1Dg tbll O~t? 

Well, ot oourae I haYe, ae I wae goinc 
alone, I'•• told all these people and 
DIWIIJI&PIINID and l'fii'JOnl el ... 

But you aae. they'd eYidentlJ forgotten. 
I didn't beoauee yo~ reaeaber yo~ told •• 
that thl7 were S01ftl to land their etutt 
at Yoloe and all the d1e~tohee aent1on 
the taot that Cbey bann t aet any Englieb­
.. n an4 I take 1t Ul&t the Cngl Ubaen are 
up 1D tba t pen1neula. 

Yeah, they're r1sht ~P there 1n - running 
4ovn - you'll t1n4 the town oalle4 Edesea. 

14eeea. Yeah, I'•• got 1t. 

And you'll t1n4 that ldeeea 11 right on 
the r1•er- 1t'• a regular ew1toh poe1tion. 
Row, y®'ll t1nd aleo on the up Mount 
OlyiiPUI, •••. 1'b.a t' • wba t they oall a 
r.one detenee. 

I ••• got OlJIIPUI. 
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D: 

H.H.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

H. M. Jr: 

D: 

H.l!.Jr: 

D: 

li.M.Jr: 

D: 

H.M.Jr: 

- 4 -

8o 1t you talte a l1ne runn1nc down troa 
between thoee two po1nta and extendlnc 
beyond 1t, you'•• got the &one detenae the 
Br1t1ah are on, and you'll t1nd there'll 
be 1n there three Greek d1Y1a1ona and three 
Br1tieh d1Y1e1ona. 

Well, ot oourae at the apeed Wlth wb1oh the 
Germane are go1nc 1n another daJ or two 
they'll ba up aga1nat that line. 

!hat'• r1ght. But eYen at that they're 
alower than the Britiah thougbt they would 
be. 

Are theyt 

Yeah. 

I take a little bouquet t or •yaelt to 
dyna.lte looae that leg1alat1on tor tnoae 
Danhh eh1pa. 

Oh, tbat'e great. 

I worked on tbat all Monday. 

163 

Tbat 1e great etutt. Well, Henl"J , I baYen't 
bothered you but I 1Ye been keeping in touoh 
w1th Ph11 Young, and I went down to the 
Mar1ti•e people atter I talked Wlth you 
and dieouaeed all ot the ae queationa to 
~· thea reel they were part ot tront 
and I think they are doing pretty well on 
the ahlpa. 

Wall, they're not. 

Wel l , now, what'• the proble• there? 

You and I oan oall a epade a epade. 

Certainly. Wall, now, tell ae wbat 1t 1a. 

Well, I can boll 1t down in two m.1nutee. 
You know without mentioning on the phone 
how aant ah1pe the Engl1ah bave got 
running to the Middle Eaat and 1t takea 
t our monthe to turn thea around. 
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!I.H.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr t 

D: 

R. M. Jr: 

D: 

R.l!.Jr: 

D: 

- 5 -

Tba t 1 
• right. 

Row, 7oa know what lt le. Row J OU know 
wbat 1t 1a- I don't haYe to aent1on the 
nuaber. low what the7 wanted to do 1a 

1.64 

to taka oYer that tonnage and releaee thoee 
ehlpl 10 that the7 could plot up th1e eteel 
Wblob 11 on tha dookl and the tood and 
aen4 1t to ~Deland. Row, that' • the 
pleture. 

teab. 

low, we haY en 1 t done a Ood- daaD thlnc. 

All r1sbt. low, what do J OU want ae to 
dot 

Wall, I think that before we eorapa around 
to sn p1okuaa and ehoYala and eYa1'1th111C 
al .. - I'n 4Jnaa1ta4 looae the Dan1ah 

· •hlpe. low, tbat'• all rlsht, but ••••• 

Tbai'a how aa~t 

Well, there la )5, but thaJ'r• auoh eaaller 
than people thousnt tha7 ware. I han a 
l1et. Moat ot thea are two and three 
thoul&ftd ton. 'l'hat1 a No. 1. Jlo. 2, theJ 
keep a&J1DS the7're soln& to Pl'1 looee 
6o ehlpe troa the llar1Uae, the coaetwlee 
trade and put 1t 1n thia trade. !he7 
haYanlt done 1t. There 1an't a ehlp. 
low wban llaJTJ .. ,. wall thiJ 1Ye sot the•• 
25 YusoelaY ehlpa, tbat 1en' t prtns thea 
~thins. !be7 alW&Je bad thoae. 

Yeah. 

Tbat '• nothlns new. In other worda a• ot 
thle aornlns there 1en't a e1ngle ehlp 
that we'Ye euppl1ed to thea, with the 
exception ot the George Waehlngton, the 
coal blll'ner that'e down ott Cheeapeake •••••• 

Well or oouree I vae talklnf wlth thea 
about thoae 60 eh1pe and I'l •• • •• • 
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H.M.Jr: 

0: 

s.M.Jr : 

0: 

R.M.Jr: 

0: 

R.M.Jr: 

D: 

H.M.Jr: 

D: 
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Vell, that ooaee tirat, Bil l. 

!bat'• rieht. 

165 

And we tirat ha?e to 81•• t he bottoae 
betore •• •••n set the .. ,.riel, and there 
baen 't been a elnsle bottoa eupplied an4 
•• I ~ the t ooal point rieht now h the 
Karitiae oo .. ieeion and I underetand that 
theJ 111'e not soins t o 4D H, t heJ'r• atll'ald 
ot publio opinlon._and theJ're not soins 
to rel .. ae tllo .. oo elllpa. 

Vell, let •• talk wUil Jti'II'J t o4aJ. 

Beet 

Yeah. I'• sl•d JOU told ae. 

!bat'• the pioture. I oould talk tor two 
lloure and I woul4n 1 t tell JOU &nJ eore. 

Yeah. All rleht. 

!bank JOUo 

All l'ieht, Henii'J. 
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TREASURY DEPARTMENT 

INTO OI'P1Ca COMMUNICATION 

DAft .l.pril II, lHl 

TO 

,_ Mr. Jaarct 

hbJtoll •~ lato,..uoa oa \be Aaclo-Oroelt Llao 

1. !be .1.ae1o-eroet pootUoa h .,...tu\lallr •• Coloaot Do­
uoorl'io4 l\, Colaaot Ia"• ..,._oleo& \1M tao\ \lid Wo •• ... 
11u a llao, l\ •• • - '*1«* •• •t.ac .., • ...._ !lloro la prollaU, 
llUlo ola'bora\o torUfi•\laa al- U, al\looolp ... ban 111: lato ... uaa 
oa 1111 o polal. h h ••' 1~ ...,.eo& of pill 'boDe, \raobao ... 
Ialit \rapt . 

2. Colo .. l Ia"• a:pnoM - appl'lllluloa •*' \loa -uoa 
ot \lit llao M\- IU- ... \loa .l.lllaalaa pool\loao olaoo llo MllOfto 
lllal \be treolt• ... \be a.cLlell lla4 lla4 \loa 1••' u .. \o opooA .. 

\llh eooUoa of \lao -· 

3, Colo .. l Ia"• wow.lt •' fta\VO .., propllotir or .... • ftl-. 
lloa u lo bow loac \loa arlUoll wow.1t M a'lllo \o lle14 \be a..... •• 
!blo lo l bt tlro\ \lM \be ari\lollllaft taoot \loa O.naao la \1111 VJ0 
ot ltrrola. 
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GROUP l!EETING 

Present: 

R.14.Jr: 

Jlr, Ycnmg 
Jlr, Bau 
Jll', 'llle7 
)lr. IDlm 
Jl1'. Sall1 'faD 
IJ', Folq 
Jll', Pehle 
Jll', Guton 
Jl1'. Coohl"m 
Jlr,Bell 
Jlr, .Ute 
Jll', 'fhCIII(IIOD 
Jll', Stmrt 
llrl. nots 

April 9, 1941 
9:30 •••• 

I Ju.t wanted to .. 7 in tbll oCIIlfln•• ot 
thl1 otfloe that I don't thl.nk that t he 
war n ... ia a• bad aa it ae..,, bec.uae 
it 70U will notioe, there ha• been no 
cUepatch aarlng that the7 ha't'l tOUDd 8117 
lllclleh aotaier• mJWhere. 

170 

Well, the bgllah hann't b11n in that nlle7 
tor IOie ti .. , ana theJ are up at tbll top of 
the peninsula there. The7 are up bllre, 
(1n4loating on up) on a line 11hloh the7 
han been preparln& tor about a .onth, and 
I haTe juat cheoked with DonoYan, ana he 
1aid that wa1 &b1olutel7 right, that the7 
haYe been e.aouating Salonita tor a aonth. 

Be gaTe me thi• line 1t~ng up here at 
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Thompson : 

H.l.I.Jr: 

Bell: 

H.M.Jr: 

Bell: 

- 2 -

Odessa, running through Mt. OlJD1pua, and 
they have been preparing that tor over a 
month, and that is why you haven't beard 
of any English, and be says that it is 
absolutel1 going on schedule . In fact, 
it is taking the Germans a little longer 
than they figured it would. But I would 
let ao.abody else aay that outaide . 

1.71. 

But I thought I was right, and I han been 
talkinf with ha on the phone. Incidentally, 
where • Bari'J'? lhatenr ltuarck ia doing, 
relieve hla, hecauae I have given bia a lot 
ot atult to do thil morning. Wl.ll 1011 please? 
Whatner be ill doing. I mean, juat release 
hia ao that he can do tbh. He doea hi a work 
in Mlas Chauncey's rooa. 

lfoi'IUJl? 

I han nothing thi 1 morning. I han aenral 
matter s I would like to see you about . 

1111 you ask Steve? 

Dan? 

We will be making ao.. expenditures pretty 
soon under the Lease-Lend Bill, and we have 

fot the queation up aa to whether we ahow 
hoae in a aeparate itea or in the daily, 

or put thea in national defense or under the 
President's expenditure pr,ram. I aa inclined 
to show thea aa a aeparate tea. This defense 
aid, I think the appropriation called it, or we 
OIDoall it the Lease-Lend Aot . 

What is that? 

I am inclined to ahow thea aa a eeparate 
itea. 
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H.I.I .Jr: 

Bell: 

H.li.'Jr: 

Bell: 

H.II.Jr: 

Bell: 

H.li.Jr: 

Bell: 

H.V. Jr: 

Bell: 

H.II.Jr: 
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So am I . 

And then each month break them down by 
departments. We can't break them down 
by countries until we set up the central 
office. We can't break them down on a 
cash basis, and by countries, but we can 
on a check issue basis . 

That would be a question as to whether you 
want to do that by countries, but certainly 
as between that and rest o! that, I would. 

I aa in favor o! that, too. 

172 

Don't you think that is the intent o! Congress? 

I think that is what we ought to do. 

Anybody disagree? 

I think the Budget had some question as to 
whether we ought to do it right away, be­
oauae it would look so small; but we ought 
to do it anyhow. I don't t hink we ought to 
oover it up. We are prepared t o do that. 

Anything else? 

That is all. 

I aa very glad we were generous yesterday 
in our financing estimates. I think rou 
will find that the financial section lS 
pretty good this morning. 

Bell: The stock market. There was no criticism. 

H.ll.Jr: Har ry? 
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rute: 

Scb'llart: 

Sullinn: 

R.K.Jr: 

Schwarz: 

H.I!.Jr: 

Schwarz: 

H.II.Jr: 

Schwan: 

R.\!.Jr: 

Schwarz: 

B.II.Jr: 
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I han nothing. 

I think it 1a worth caadderlng, raalbing 
all the probleaa in'folnd with the War• and 
)lean• Comttee, whether JOU or John alght 
want to talk juat before golna to tbe - up 
on the Rill, alght want to talk the d&J before 
to the Press Club without a pre'flaw of testi­
aonr; but 1f we could gat daariDca fi'OII 
Doughton and llarrlaon, IDd han th• there, 
we alght do a little bit of who-.. COD'ftrtlng. 

I discussed that with Kr. Schwara 1••teraa,., 
and I thlnlt that the two co..! tteas would 
feel that we .. ,. tranefarrlng the aaln show 
fi'OII the co..ittae rooa to the Press Club. 

Well, I aa tickled to eee Chick suggest it. 
I llke thoae suggeatlone. But he 111111tn't 
feel badl7 if I-turu thea down. 

I don't, I aa juat throwing it out. 

It 1a a good idea . 

I asked the chairaan of the Speaker• Ca.mittee, 
and the7 aaid the7 would be glad if thc7 
could h&'fe it the a.,. before. 

Sure the7 would . 

Of courae. 0 .(. 

What else? It is all ricbt. Chick got a 
beautiful letter fraa the head of Uaited 
Preas compliaenting hia on the work he did 
on the Coast Guard aehure. It •• a 'fll'J 
unusual letter. 

Internatioaal Nawa. 

International. 
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Schwarz: 

Gaston: 

Schnrz: 

B.II.Jr: 

Sohnrs: 

Pehle: 

H.Jf.Jr: 

Pehle: 

H.II.Jr: 
Pehle: 

H.loi.Jr: 

Pehl e: 
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He ahould hue hed a l etter t roa ~ offic e 
the Coaat Guard, oo~~pU .. nting hia. ' 

.b long aa we were in that --

TheJ •re on tht Job on a twentJ-four hour, 
three ahltt baal1. 

We thanked the A11htant Seoreta17, as a 
newapaper aan, tor tlppluc ua ott. 

I npt to han oc.cratulate4 hla. Ill the 
State of .&rlloea J01l oou14 get .. ill three 
a1Juat11. It h all ript,. Cbi ot, that ... 
a aloe letter. 

AllltiWic eue' 

'l'hat h all. 

I aate4 lt'Jioke to oheot 011 how UDJ bank 
aooOUDta thare were troa Salonika OYer 
bare, Just to ate that tht7 were watche4. 

174 

I 4on't suppose there h anJthiag wa han to 
4o.=• oUght to heYt aa4e preparations. 
'l'be ai authorlt7 wa1n't lett behind 
or hlllg. Be will watch it ud bep ua 
a4Yho4. 

Do J01l mow bOll E Ch aontJ JOU hen fot in 
bank acoOUDta for Yarioua OORDtri ea bat 
are frozen' 

lea, air. 

BCIIf soh' 

You •• otthancl? 

Yea. 

Well, the total waa t our bi llion two, aoae­
thlng like that, and I ial&lne lt h about 
halt of that, at 1eut hal? ia in the bmb. 
1ft han tigur11, thouch. 
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H.ll.Jr: 

Hau: 

H.I!.Jr: 

Baas: 

H.li.Jr: 

Haas: 

H.li.Jrl 

Haaa: 

H.lf.Jr: 

Raaa: 

H.li.Jr: 
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Dr. Stewart ia going to talk to JOU about 
lt. He and I cooked up an ldea laat nl ltht, 
ana .. ai«ht want to uu that. He bad the 
14ea &1111 I aala I bad are IDled about it. 

George? 

I han nothing. 

George, 1lhJ should cottona .. a oll go up alrl7 
per cent? .Ana lard, I think, a hundred pu cat. 

tell, there are aeYeral factora there running 
th• 1lp. '1'he DepartMnt of £cricultve, JOU 
mow, h NDDing up the price of hoc•· '!'hat 
will affect the lard. You run up Olle fat --

I dOD' t MD lard, I MID tallow. 

Oh that, all thoae fata ana olla are related. 
'l'here haa be.ttn a - on the diii&Jid aide there 
hal been a treMndOUI deund from Japan and 
•- of these oountriea. 

I han got a augg11tlon. The Secretary of 
Jcrioultve aald 1t beef oontinuea to go up 
10 hbh, he is going to bllf !rgentinian beef. 
Doelii"t !rgentlna han tallow for aale'l' 

I would think ao. It ia a bJ·product of cattle 
daughter. 

Will JOU find ouU 

Tea. 
Talk to lheeler oyer there, whether the7 
don't haYe tallow, whether we couldn't 
i~ort tallow. It baa gone clear out 
of line. 
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Ba&•: 
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I will do that. 

What about cotton-eeed oil? God, there ia 
enough cotton in the count17. 

176 

Well, cotton-aeed oil - at certain pri oea 
thoae o1la are interchangeable, &Dd the oile 
that caM aoro11 the Paoltio han go1111 up 1n 
price because the ah1pp1nr ratea haTe goDB up, 
&n4 there 11 a ahorta~ ol lhippbc. 

Slllletltuting that tor cocoanut oil? Are rou 
111Nf 

I11. .bl1 the Japau11 ad the Rau1au are 
'ba;r1llc thoee olle, 

Well! oou1an' t rou tind out trca the Cotton 011 
Iut tute whether thq are l'UIID1ng that thing c. 
a tw.ntr-tour-hour baa1a &Dd all the reet of it? 
Look inl:o ootton-eeed oil. '!'hat h edible, 1en't 
itt 

Y11. '!'hq ..0 ahorienbc out ot .,,t of 1t. 

.b;yth.l.ng rou 'ftllt to tell _, 

•• air. 

Jlhlllpt 

I han noth.l.ng. 

I will 111 rou end Oaoar a~1n end •• will han 
Olll' poat-110rtea in the 110riinc alter thia ••t-
1Dg. 

O.I. 
I aa quite pleaeed at the results that I waa 
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g,JI,Jr: 

Schara I 

H.li.Jr: 

Bell: 

H.li.Jr: 

Bell: 

H.li.Jr: 

ToUII(: 
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.uooeaatul in ~t1Dg off the President's 
duk the leglalatlOll on the Danilh ships. Do 
JOU kDolr ~of what happened after I 
talked to h1m abOut i t'l 

Bo. 

It took two phone oalla to Blall, Olle nait to 
the healdat, ua a telepbone call to JIDpklu 
to set it off hla delk, bat it worked ~· 

'l'heN ftl ICIM &Oocl cpeatioalac at Jl.h pre11 
oonfe,..oe Jlnirllq. the bof• jut tollCIACl 
up the - thq pt a w4p in ua .tqed with it. 

I jut ueaa DDMnn OlltO the Maritlu ~ 
lli11ioa to b7 to 11t theN aixt7 ahlps for the •ar laat tddah lAM h Tl'f7 loalh to gin up. 
I feel lfOOCl abftt the Dmhh lhlpa, beoaue I 
feel I iad aa.etlltDg to do with lt. 

What happened to the capital tlmdst 

He llku lt, ad I didn't want to orOII'Il hia~.-be­
oauae I na ••Hng JVIelt ohalr.u of it. u: 
I aan•t hearr I wOuld like a oa.plete duplicate, 
beoauae n lflll han loet it bT Kondq, to tab 
onr KoDdq for hia to alp it. If l Jdn h1a 
a week, that 11 euough. 'lill JOU (BeU) 111 
that I get a oa.plete duplicate of that? 

Yea • 

.bd I will glTI it to lira. notl~lllld she will 
11e that I take it, beoau11 IUJ'e bT lfoDdq it 
will be loat. Jhlt lw liked it. oldentalJT, 
what are 7011 (!oUDg) doing, and Cox, to get tha 
twen~-fiTe allliOll dollar• for the ten Coaat 
Guard outterat 

'l'here haa't Uf1 definite aot10ll been taken on it. 
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ft,I{.Jr: 

Young: 

u.w.Jr: 

GfoaTUI 

H.K.Jr: 

Cochran: 
.· 

H.!l.Jr: 

Cochran: 

H.IL.Jr: 

Cochran: 

H.Jl.Jr: 

Cochran: 

H.J.I.Jr: 
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Wlll 1ft 1ee lloptiDa toaqt 

I 4oa't bow. 

178 

It IOU and Cox ue hill, tell hill he prOIIised JU 
that at ten o'olook la1t 'l'hur1dq 110i'ning, that 
hi nalcl han lt u of lut 'l'hursa.,, aDd then 
if fOil clon't ~t auDtl'e todq, l'eaind 118 

ta.rrw, &114 I will oall hla up. Will you 
write lt cla.t I will gln JOU twentJ-four 
b.oar1. Bat he praahecl to • at ten o'clock 
la1t !!ml'l4q, he laid I oould han it. 

JllaoOH t luhat 

•thl.nc. 

l&ltert Johnt ~rlet 

Ha'ft JOU sea the report that the Gel'lii&Da had 
atered Salonlta thb 111Drning'1 

Ttl. 

There h a lo, 1t017 in the New York 1'iua about 
the Ragent of raq going do111 to B&1ra. 

About wb&tt 

About the Regent of Iraq -

H&'t'l thq got 1t rtraigbtt 

I .. DOt IUI'Io I hiYC't ohtobao !heJ d1cln't 
hl'ft all the WoJOMt1on we had before. 

Jolm Wilq, 4o JOU 111ppo11 JOU ooulcl Ill JlariQ' 
&114 ha'fl a talk with hla acl then gln • - or 
repeat to .. ju1t what he touud the eituation 
1n --
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fileT! 

8.11. Jr: 

'IIlley: 

H.ll.Jr: 

1Yiley: 

H.li.Jr: 

'Hiley: 

H.li.Jr: 

Iiley: 

Cochran: 
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lforth .Uri ca? 

y,,, 
1 ban alread7 had a talk wi t h him. 

BaTe JOU got it? 

179 

Ba lql these ltorita or great infiltration of 
0.~ ill Borth ltrica are TerJ Eoh exaggerated, 
that il ill lloroooo. That there art abollt siztr­
fin 0...-u ill all llJid alxteen are offiHI's. 
'!bq art vat outaidt of Caaablanca in a IJNIOial 
botel. !llq are oarttullT watched by the Frelloh. 
Ill Ill'• the Frenoh han a TtrJ gooa lntelll~ 
lllnioe there, llJid that •• about the cmq rn11;r 
tllOoaNgillg thing he aaid. 

lbat aboRt - aid he go into the feeaing thing at 
all7 

I think ao. U. belieTtl that there 1hould be 
•a.. to~ for fetting food into unoooupied 
floalloe. U. doean t bellen that •oh h getting 
illto Gei'Mil !wad•. 
All,rthiDg elae that I'Wll ooDti'VJ to the general 
unpapva7 

I dCil ' t th1llk so. He belleTta iD DeGaulle'• 
houatr ud •illoeritJ. Ill tb.i.Dk• Darlan h nrr 
bad llftl perhap1 worae than DeJedhr. '!bat 
while Da - Laftl, 1 utll, he at lea1t bad 1cae 
oapaolb' tor 'barr'"'"' whloh Dartan doem•t 
han. buLan Juit offer• thl.Dgs almost before 
thq are requuted 'b7 the Geraana. 

!here •s one point in that connection, J,brrq 
MDtioned to ae onr at the State Department the 
other aq, I aaked h1m about that gaeoline that 
•• nppoaed to be going on fraa Borth !trio& 
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H.li.Jr: 

cowan: 

H.li.Jr: 

SUllivan: 

B.li.Jr: 
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Sullivan: 
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Sullivan: 
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to Italr, and he said that second shipment never 
got aoroaa, that the Italian tanlcer which was 
coming tq get it ns IIUilt bf the British, and 
that the gasoline ie still in North Africa and 
that that rubber alao neTer got to the continent, 
that that ship •• put in at a North .ltrican 
port. 

¥h1Dg ebet 

lo, 111'. 

Ia IIQIDl-tiDc tbat Ult ot a hun.dred cOIIPUl .. , 
tlaere-le • par11aalar cleliH to ••e that tUn 
ia't U17 "'"r-lappiqf I• •req ant a Ult 
ot tU Jluotll eoavaot•, I ..UntaDd • 

... OGilbut.t 

Plold.q th-. up flooa tU Feclenl Reglater. 

I Jut want it up to &114 lnoludlng. 

that b right, but tUn ~ be 101111 CJYer-l&pplD.c, 
beoau .. t:U clat .. doa't QllOJal'onbe with tiw-clat .. 
CITII' tun ....... - sot the other tiguru. 

I don't to~ JaG• 

W.U it 'M7 be a net betwea tlw tiM the ooa­
baolb uewted with DelaM before it appe&l'l 
ill the Federal Repetv. 

<ll, what do JOil tab it lrfat 

hca tU Feclenl Regiltll'o 

Can fOU plot th• up oa the liret ot April? 

e are going to O&l'l"f th• ript through to todq. 

Good. 
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sullivan: 

B.1!. Jr: 

Pehle: 

H.ll.Jr: 
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H.Y. Jr: 

Pehle: 
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Pehle: 
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Pehle : 
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I t hought that would probably be adequate 
for your purpose. Vihlle you were away, 
Kr . James Roosevelt came to see me on a 
matter which I referred to Mr. Pehle'a 
office, and I t hought you might want a 
memorandum on it. 

Wait a minute . How did you close this, 
Pehle? Did you do anything f or him? 

He apparent~ didn't know what the problem 
aa, and so there wun' t auch of a point of 
disouasion on it . He has an interest in a 
fila ccwpt'17 out there, along with a few 
other people, which ha1 a bea"7 French 
interest in it. We han bean giTing them 
the necessarr licenses to carrr them along. 
!here 11 no real problem. 

Can JOU do &nJthiog for him? 

No, there was nothing to do. 

What did thq want to do, bu,y the French 
interest•? 

181 

lo, thef are alrl&dJ in the French interests. 
He was just concel'ned with the type of licenses 
we were gi rlng th•, and it was explained to . 
hia. 

Could you explain it a little bit more? 

Can I? 

Ye1, to me. 

No, I can' t . I didn ' t see him because I 
wasn ' t here . I was away for two days . As 
it was reported to me, he didn't understand 
the details of the working of the arrangement 
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and neither did the man who saw him, be­
cause he just came in that morning and dis­
cussed it in a very general way and seamed 
satisfied with the disoueeion, That is the 
way it was left. 

What does thie companr do? 

Kakee color fila. It ia a oa.petitor of 
Technicolor. 

I eee. 

There is Roumanian and French interests in 
it. 

And they have an interest in it? 

Yea. 

It is all right, le it? 

Yes, sir . 

1.82 

O.K. I have a raminder here that you were 
going to p ve me a one page memorandum on 
the queat1on of taxing of ~erican diplomats, 
on their expenses . 

Yea, sir . I han spoken about that several 
tiaee. I think I have it back b.ere. 

Well, do you ant to bring 1 t up at our tax 
oOilfereuce? 

111 right, air. I have it right here . 

Bring it up at our tax conference. 

111 right. The genU-n from Pittsburgh 
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wired urging ;rour acceptance of the invi ta­
tion of the National Tax - Real Estate Tax 
Pa;rera' Association to g1Te a statement at 
their meeting here on April 25 and 6, and 
;rou had alread;r regretted that inTitation. 
Here ie just a response to that wire. 

All right. What elae? 

That is all, air. 

183 

Gene Duffield won't be here at 10:15 unless 
;rou want him. Be has other work that he could 
do, but it fOU want to make a point of it, be 
can be reached. 

Would he like to be here? 

I asked him that1 and the meaeage came back 
that he had another thing, but he could 
chanee his schedule if you wanted him here. 

What else? 

Tiet j ens has come back from Saranac. 

Oh, wonderful. 

It will be a couple of months before he will 
be able to work, but he has bean discharged 
from the sanatorilllll up there in the minimn 
time of six months, Which ia good, and he 
plana to come back to work in eaa1 stages 
around the middle of June. 

When he comes in the office, I would like to 
see him. 

Yes. 

Pending action b7 Congress on the legislation 
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fOil IIDt to the Prtaident Sunda7 to pel"llli t 
negotiated contract. in the Procurcent 
DiYiaion in connection with their purchases 
UDder the Lend-Lease Bill the7 han unn 
ana a half million or eight million dollars, 
the t1r1t allot.ent of funds, for purchasing 
tor the Sri Uah, and I thillk we had better 
han a conference with the CCIIlptroller Gc­
eral to ••• hcnr far on partlwlar 1 tau he 
h wil.l.iDg to let ua go, penc\1ng pauage of 
the bill. 

I would r ahead with the leghlation. 'ftle 
PruidiD eaid that was all right. 

Yoa want 111 to go ahead and han it intro­
cluced! 

!e1. Tell Budget about it ana juat go ahead. 

O.lt. But in the meantime I think we ought 
to see the CCIIlptroller General &n7W&1 to aee 
how tar under the existing law he ia willing 
to let ua go. 

But don't wait on the President, just go 
ahead • 

.t.nJthing elu? 

lo. 

!he British idlliraltr, threulth the Hanl 
Attache in London and the clihf of Opera­
tiona hera, has aalced ue to lean acae aiD 
aboard the cutter• tor a period of e1x 
aontha as ship obeernre, men who are flllliliar 
with the electrical and other installations 
on the ~J!g It practicallraeana we would 
be turn! part of the crew of these ahipa . 
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Waesche is bringing onr a memorandUIIl on it. 
He thinks that or course it would help them 
but he thinks that if the7 went throulth a ' 
period or a couple of weeks training In­
struotion on the installationa on the ahipa 
before thq go out with our men that it 
ought to be enoull:h. It aeema to me a rather 
dangerous thing £o put our men on in the 
guiae of obserTers to help them operate 
ihoae shipa. 

I wouldn ' t do it. 

Shall I bring 7011 - I will bring fOU a memo­
randna 011 it uqwa7, but I will tell h1a that 
we wouldn • t do it unlus we are ordered fraa 
higher author1t7, I think it 1a a aistalce. 

I think we oulthtn't to do it. It the NaVJ 
wanta to do 1£, let than do it. I doo't 
want to do it . 

I suppoae fOU notioed on the ticker that 
London gave this thing out this morning. 

I didn't see it. 

That as the Jlloitish idea. l!fidea was that 
we would juat let them oo£e out one at a tiae 
and not make &D1 announc ... nt until we had 
to, but the British were Ter,r anxioua to 
han a White Bouse announcement. Sten Earl7 
decided, or the President decided otherwiaa, 
and that we wouldn't a&f t.nJthing until the 
nnepapel'lllen act~ learned it, but London 
announced it todlf, and so the utt er ia 
being referred over there. I would like to 
bring fOU a letter to Al'llf1 and llaT7 on this 
ques£ion or inTiting bids or negotiating 
contracts for narcotic drugs . We haTe had 
one incident where the A1'1111 WilDt out and 
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and attempted to buy an exceaaiTe quantit,r 
of narcotics without conaulting ua and 
then in connection 'IIi th thia Yugoain liat 
of desired materials, there ware ing,uirlea 
went out for an abaurdl7 large aupplf of 
oodlan,,more than exiata in the United 
States. What I wanted to auggeat to eTerT­
bodf la that before &D1bo4J atta.pta to 
~narcotic drugs th•r oheck with the 
Caamiaaioner ot larcot oa . 

lb1 don't 1oa liz ae up a letter? 

I aa haTing Bar17 .lnallnger do that. 

aooa. I will aigu it. 

.ln7thiJig alae? 

That la all. 

O.K. 

186 
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