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HMJr: 

John 
Boettigl'r: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

3 : 

HMJr: 

B: 

lfi.!Jr: 

B: 

!iMJr: 

B: 

Hello , John. 

Yes , sir. 

How are you? 

Fine. 

How's Anna? 

She's tine . 

October 1, 1941 
12:1S f ,m. 

Good. John, the reason I'~ call i ng you is 
this. I am giving serious consideration or 
leaving here on the night of the eighth, on 
the invitation or the A. F. ot L. to come out 
and talk to them about Defense savings Bonds 
and Stsm~s . Hello . 

Yes. 

And Mr. Green has i nvited me. Now, I just 
wondered. Is there anything in the Seattle 
situation which would- why I shouldn't come 
out ther e? 

No, I don't think eo. We'd love to have you 
come out . There is - there was some ouestion 
in my mind. I heard about th1e last night. 

Yes. 

Graves cal led Haas and Haas celled me. 

Yes. 

There is only this in my mind, that Frances 
Perkins i e coming out here; and I don't know 
what's going to come out ot that. She's maki ng 
a speech, and I suppose she ' ll be courteously 
treated and what not. There i s also - there was 
also in my mind the questi on as to why you 
should address the American Federation or Labor, 

1 
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B: 

I!I(Jr : 
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but when 1t was explained that 1t vas on the 
Defense Bond drive, why I felt sure that would 
be tine. 

Well, it 1 e only on that. It's on the payroll 
deduction plan. 

Yeah. I don't know how well reoe1ved you would 
be on the question of economice or cutting down 
expenses and euoh things like that, but .•.•. 

I'm not going to tal k • •••• 

• •••• on the Detenee 9onde business, it would 
be excellent. 

Only on Defense Bonde. 

Yeah. 

And labor'• stake in this whole World War thing. 

Yeah. Well, I think that it would be tine. I 
don't know, ae I say, what'e going to happen 
when Francee Perkins comes out here. Also, Haas 
reminded me that t here's a threatened strike of 
the weldere. 

Yeah. 

But that wouldn 1 t have any poee1ble effeot on 
you - I mean, not even remote. 

Well, supposing Franoes Perkins got a bad 
reception? Bow would it affect me? 

Well, i n a sort ot a way I thought that you 
mlght be - well, 1f ehe got a bad reception 
it wouldn't be- it wouldn't affect you, no, 
but I didn't want to get you in the position 
of following her or playing eeoond fiddle or 
anything or that eort. 

Oh. Well , that doesn't bother- I mean, well 
I don't - I'm Just coming - why, that wouldn't 
bother me. 

2 
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What kind ot a meeting ie thia on the eightht 
I haven't even h .. rd ot it. 

Well it's - well, tor two weeks in your town 
theylrs having their National annual meeting 
ot the whole A. F. ot L. 

Ot course, I know that. They're having a couple 
ot big dinners, you eee, and I wondered Whether 
th1e was a dinner meeting or •••.. 

No, no, I wouldn't ••..• 

••... a business eeeeion or what. 

This would 'be on the morning ot the ninth, at 
eleven o'clock - a businaee eeeeion. 

Oh, I see. 

No, not at their dinner. A business session, 
and I was going to oome out there as a sales­
man. 

Yeah. That's a week trom tomorrow. 

Yeah. 

Well, I think it would be ewell, Henry. I 
would love it, because it would give us a chance 
to eee you beaidea. 

Well, thet vas part ot the temptation. 

Yeah. 

Now, it 1 
•· •••• 

By all means you should come. 

•••.. it'e a little rieky, .but •.•.. 

It would help the defense drive here a great 
deal, and will be - I'm eure it will be 
extremely well received by the community and 
it'e needed. 

3 
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Well, it was - ~Y coming was purely to get 
the A. F. ot L. interested more than they 
ere- they're all on record and all like 
that - in our payroll deduction plan. 

Yeah. The President ot the Teamsters, Dan 
Tobin, gavfl out an interview here yesterday 
saying he wanted to buy two million dcl.lars 1 

worth ot Detense Bonde and you wouldn' t allow 
him to buy more than titty thousand. 

That's right. That's right. 

He said that the law ought to be amended to 
permit greater investment. 

Well, I'm not interested in the million dollar 
eubscriptiona. I'm interested in the two 
dollars a week. 

Yeah. 

No, Tobin tried to bull it through with me. 
He's tried- he's gone over my head to the 
President, and we've turned him down. I 
turned down Mayor LaGuardia, too. 

Ie that so? 

You see he wanted to i nvest twenty million 
dollar s tor the City ot New Yor k payroll 
deduction plan, but we're not paying two 
per cent i nterest tor that. That's wha t they 
want. They want the high interest rate. 

I see. 

What? 

Yeah, I get you. 

See? So does Mr. Rooeevel t . He'd like 1t 
aleo. 

Yeah • 

4. 
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He likes high intereet ratee on hie ovn 
money. 

Would Elinor come out with yout 

No . No, I'd Just come alone. 

Yeah. I didn't think abe could, because I 
gather that ebe 1 a pretty well enveloped now 
in the OCD. 

But - well then, I think I'll 
I haven't f ormally accepted. 
until I had talked to you, 

Well, that'e fi ne. 

And .• •••• 

How long will you etayt 

come, John. 
I was vai~ing 

Well, I thought I' d stay Thursday and Friday 
and leave there Friday ni~ht. I'd like to 
see something of it and I d like to see some­
thing of you and Anna and I'd like to see 
somethi ng or Seattle. 

Well, you'll stay at our house , won't yout 

I hadn't thought of it. 

Ob, absolutely. We've got a very ni ce private 
apartment all set here tor you. 

Wonderful . I'd love to. 

Good. 

And then it I could eee something of Seattle 
and hear something tor a day or two, it would 
be swell. 

Well, you'll come then on the - you'll arrive 
here - are you coming by planet 

By plane - commercial - Un i ted A1r Lines. 

5 
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And JOU 1 d arrive here on 'fhurad&7 80ro1ogwould JOU, 
or ••••• 

Tbureday aorning. 

••••• or WadneadaY' 

TburadaY morning and leave there JridaJ 
night. 

You might aiaa oonneotiona with the airplanee. 
the aervioe haa been prettJ bad, I underetand, 
over the 110unta1na. 

Well, then I'd have to talk Fr1da7 1t I a1aaad. 

Yeah. I guel8 that would work out all right. 

Yeah. 

Well , will 70u w1re ua the t1me ot your 
arrival ao that we oan meet you there? 

Oh, you don't want to do that. 

Oh, Jea we do. 

Well, I'll let JOU know; but you needn 't 
bother. 

Oh, 7ee. We •'11 aeet you there and we want 
to do that, Hanr7. 

Wall, JOU think 1t over. 

You 'll w1re ue when you arrive, will 7ou' 

All right. 

When you're on, I mean. 

Okay. 

I had a long talk yeeterday v1 th th1a agent, 
Henry. 

Yee. 
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.. .. 

But I'll tell you about that vben I see you. 
He'• golng baok to report to Irey. 

Frank. 

Yeah. 

Yeah. 

I'll tell you about that vhen ve eee you. 

Oltay. 
• Good-bye , Henry. 

Thank you. 

Good-bye. 

? 
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DMI' Nl'o fi .... SJ 

tt will gl•• .. great J) .. rnre to 
·~ to ~oattlo to opi&t t. .._ &neuel 
Coa.oAtioA or t he ! DOPi ... Poioration of 
tabor. Tho ••t ooaYolllont u .. fw .. 
wollld be nuar IICla.7 .. l'lllA.:.. Vo to 'Mr 9t b. 
If J OU oonflra tbh liM, I propoao to 
lea•• b7 pl&AO on Wetn.oda: al~ht aai 
ol"rin l o ~eaU.le early 'l'l•oraclaS IIOP'Ciag. 

':'l aolt. you Yel')' muol. tor rour ...... 
an4 t r iencl y in•itatlon. I aft l OQklng 
to~r~ wi t h koon intoroat \o t blo oppor­
tunltf of ~toting t he &. Y. of L. 

Sino.rolT, 

""· 'IUlJ..u Greoa. Froaldont. ialrloan F.Ooratlon of tabor, 
A. r. ot L. S.ll41a;, 
Waabi agtoa. D. c. 

r 8 

.. ""-··· ..3 :.;il--0 ~~, 

FK/cgk 
10/l/41 
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~~=..=.:: .... 

?r..li"f' .... g_ ~ 
September 30, 1941 

Honorable Henry Morgenthau, Jr. 
Secretary or the Treasury 
Washington, D. C. 

My dear Mr. Secretary : 

I extend to you a cordial invitation to at t end 
and addr ess the 6lst Annual Convention or the American 
Federation of Labor which will be held in Seattl e , Washineton, 
beginning October 6 , 1941. Although the Convent ion wi l l 
r emai n in session until Thursday, October 16 th, - Thursday, 
October 9th or Friday, October lOth, would be most aooeptAble 
and satisfactor y for you to address our Convention. I hope 
one of these days will meet your convenience. I expr ess the 
hops that you can arrange to come to Seattle as the guest of 
the American Federation ot Labor. 

I shall be very happy indeed it you respond to 
this i nvitation and I a ssure you that it you do you will be 
accorded a warm and hearty welcome by the officers and delegatee 
in attendance at the Convention. 

President 
American Federation of Labor 

de 
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Ootobel' 1 , 1941. -
lC7 Dear l!r. Vi ce Prea14etlt. a 

I bn e enc 1ned the 1'18""• wit.b Nf:&J'(I to t.be natiOMl ~ atld 
c oniiUI:I8rs ' vurcluta1.,.; power ginn by llr. Btl&n in hh letter of Sept.Mber 17. 
I am i n subst.ant.ial ag....,..nt with l.lr. llean 011 l.he M t1.gllfta, ilwotar u 
t.bey relate t o the put. 

I pre81De t hat you ....... eepoc1ally int.ereat.ed in eaU•t.illl ... Y in­
c reu es or decreaeea in the .aney and rMl pun:haaing power or the .. r1..,.. 
inco:oe eroupa a1 well •• of the not.1011 •• 1 wbol.e. But. apparet.ly llr. 8Mn 
did not intend to uU.t.e the s.nc- an.1labh tor c...--pt.ion l.hat would 
be in the ban9 or t he publlc 8114 H a ftriou n glliticant. aob-;;roupe, u 
he :oal<es "" d ecluct.i on f<>r tax••· nor all- for aanne. 

In the past fn ....,ka t here ha•e been aohet.antial chang• • in the fee­
t<>r~ t hat will affect th~ MOU1!I. or vurchu ine _.r that. t1ut YU'iou 
Cnl\lpl ban, AI Will AI the ar.oun1. of t:OOdl .. ailable for th• to b1!1o 'fhe 
decided acceleration of our nat i onal daten" act1Y1t1aa ainee the .. ttinc 
11p of tha SPAB, tt"•• Ant1cipet ed 8""'t.lJ' increu..t eoopa or prloriti" and 
rationing, t.b" sreat.l;r i nc.....,•acl t.ax JII'O&ra, t.be eont.eaplat.ed ext.ended 
Social Seeur1 \ y procru, the 1ne ..... ..s eont.rob onr capital n-pancli\.....,. 
and c.,.,.,_r credit, a.nd l.he expanded JII'O!l ..... ot u porta of •-•• 
s<>odl t.o !oreii" countriaa utldar tlut !Ando-LMM - all tlutM in'""'- ia­
port.ant. .xtifieationa int.o \ba buic ! acton * 1e h det.e..U. the M«ftitode 
or t he aonatary and rMl. national s.nc-. 

'Ia are ,_ a t t.apti nc an ...U1111tion ot the atraet. ot theM chanpa 
on t ba notional i ncaa., t he s uppl y O! coneu.er COodl 1 the YOla.l of aonay 
which will be a"allable to the • jor i nCOM sroupa , ato . I !mow you are 
1ntereot...s in all theoe aattera and s hall t.bore!ora "nO you a copy ot 
ov reoulte ae ooon u t.be work bao been c04lplat...t. 

'l'ha Yin !'real dent., 

ID=- reapeott11117 1 

, Sj r..-.tf. ?r~ 
B. D. White 

unat....t to the Secretary. 

Tha l1n1 t.ed fl t at.ao !lana\e. 

Jlat I QJ I ella 
10/1/41. 
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• 
Chanie of A tmosphue ~ 

"The price control bill," oald Mr. j 
Leon Hendenon in .a: speech on Mon- ~ 
day, "II rli'ht In not ;diNctly control­
lin• 'l"ai'ea and the bill II rlrht In not 

1 dlHetly controllinr profits-" 
And earlier on the aame day, Mar- l 

riDer .Eeclu, chairman of the P'edel'll 
RoMrvo Board, told a Conr,...lonal 
committee "the fact is that you cannot 
leave wa&e• and sa1ariea, which are 
the main factors in pricea, to rile ln­
jllacrlmlnately and be realletlc ab .. t 
preventing lnftatlon," 

• Both gentlemen are right. l A Ita tutory wage eelling would be' 

1~ 'impouible of enforcement.. U It 
could be enforced, it would atlll be bad 
for It would arouae a resentment that 
woul4 be fatal to the very thlni' which 

1 It aourht and that is a maximum of 
production at the loweet coat. 

wares and aalariea are, a.a Mr. - ..._,.,..,u, "the main factol'l in prlcea 
they are to be allowed to eplral 

of all control, It Ia quite foolieb to 
about controlling pricee. 

Tb • ._y out. of the dilemma 
"*'lrPotod ln a 

London corre­
Mr. Ormsby poinud out 

willie the Tradea Union Conr,.,.. 
reJ·tetAod ware control, that body 

co&'I11Zant of the danger& of 
IDIInloll and is rudy to cooperau 

the r overnment in combattlnr it. 
Ce...,.eu otando against the prln­
of direct limitation of earnln.lfl. 

loe• where in our r overnment an 
eo..,IMre amollr the leaden of or· 
...... labor there m~at be the cour­
...... alclll that can brinr about a 
llallar underatandJna'. To believe 
otherwise It to believe that labor 
leaderahlp had adopted a policy of 
take all you can get now regardleao of 
· ' f orrow and that the government 
.1•.:111t• courage to bring homo the I 

taiiN ol that attitude. • 
We nHd neithet a new Ia w nor 

new rovernment machinery. We do 
need a chanr e of atmoophero. } 

(J 

Wall Street Journal 

Octobe r 1, 1941 

< "'Re -f e r~nc e 

lfl!j'ci-•<>.., (ru 

"'" 

:13 

a 6 ,,.. t: .....,;, ' <= If 

Cl>tt"~j ~ 7;-·,P. 

-JJ. f1 frl o ""' t / .S r 

t!k £ ' , / f/1'/, 
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txtract fr om 'l'be Wall Street JoUJ'nal., Sept•ber 29, 1941, which 
Ia the bas is ;r-an editorial In that paper on Oct ober 1 , 1941. 

"Econo~ic Trenda In Britain 

•By G. V, Orcsby 

•sttlff Correspondent of !!:!.! Vall Street Journal 

"London (By Air !latl) - • • • 

'At tirat sight the reJection of tho Trades Union Congress 
of tho policy of ~e control oot out In the recently issued 
goTo~ent White Paper on pri ce atab1lizat1on Is a oetback for 
t ho sonr~~~:~ent 1 s drive a&alnat inflat ion. But the Congress did 
not oppose a purely negat1Te att itude to the eo•ernmont'a plea. 
The unions re&ll:e the dan&era of in!latlo~ and provi ded the 
vago fixin& syatao is not Interfered with t he uniona are r eady 
to ouppor t an extRoion of rat1onl04 and control of prices, the 
aublldhiD<: of essential comiodltlea Md tho atlmul.a.tlon of 
aaxlmu2 aa•tne•· Sir Walter Cl trlne, tho aocre tary of tho 
Coocroaa , vho stated the unlona caae, vont fUrther when he &d­
aitted that If priYate oarl"d" vero lnouftlclont to bridge the 
lnnatlonaey sap between rnenue and o::pendl tUJ'e the unions would 
haYe to face ~ore atrlnge~t mealuroa. It ia any direct lieita­
tion of eernlnga to which the trade unlono obJect and they made 
a pro.ctlca.l propoa&l that excesshe hour• of work should be r&­
ducod. It thit vere done t hey u.intaln t hat output would not 
fall but OTertiae rates of pay would be consider ably reduced. 

"On the whole the r osUlto of the Congreas were negative 
anlnly because the goTernment hne ao f ar never annunciated a 
definite compr ehensive plan of wartlo& lndustrla.l production • 

• . . . 

14 
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The Secretary discussed this verbally 
with lolr. Eccles . 

• 

' 
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t ine~ ~his was dict&ted l ast nl~t, J 
~al • n •o bofor~ the Cora:11iHe~ aeain this 
c.orn1n •, The~ pr•s s~1 n• s: •eifically on the 
:.,· ~xr~"StJ prortt.s matter. As soon as 1 u~"-t 

t r~e,crl rt , ! ' ll Mnd my r~o!y ov••r to you 
tn cr. ~ JO" r. rP intet·~sted i r sef:;"in~r it-hut. 
r '' 11•'< ll w•n\ &ll rl mt . I sal d w• a11reed 
....... 1.r.,..,i 1 e :c•~:- profits do~·.n and I di ecust~•1 

.. l:tt.·~~ or us ~'S,in.- the t~ to c,.cco.n•'l"'~h 
..-n~ )''Ott un1 1 bot.h "avored. 

A 1t 
1 uJ,JI 'f 

Regraded Unclassified



BOAAO OF GOVERNORS 
or T I'IC: 

FEDERAL RESERVE SYSTEM 

J11st toke'!~ t.hi> r--=-co-rd ~ t ru\u~~t. , I v.; "'nc1osln1' 
rro' ·~,_. Hnt"~"V)co~-j : r:.rtt O" tl- 1"' J·.-'1\l"'i ~• "n t'·• ,ric• COn-
• r .1 <( 1 , ~ r .. .- i i o- t • Mitt f" , nt. r~ 1 v t ~.... e:<CI'"St 

r• .. ,..,..\'•:: ·~"''~~e ""r.1 •'-\,. •;·cPse •·ror1t.~ t ux , '•f"C<.&'l<e t.:'le 
1 r~~ "r'"•1a,.,n 1 ..;y.,.~ '"~e 1 ,. sc~>n t ~ l 1··o ... .,_t~ 
f'·r•' "'r .... ~ .. , '""~ r "T'I ~ n 1 l -• I o:- ::,.:-Pd '" • .::t. 'jOU 

" ~ ~ • ,~ L-. r~:i.r1 to;) ... ·'t'"'Ss ""ro""' t • 7h,. "· «"~ • ·~ -t I 
·· r · r -"',., , · • "'... - r !"' "ri ~ ~ -~ . , to ,.. · • ,. ....... e 

•"t • ~.- • .. ,1, ~ ct. o•'" r ... ~ rv,.~ . a t ... t.l«"r .... ,. con·1:l._.._.. ion 

1.7 

. ._"11 • 1-> • " ·loo· ••·•oD,. ro:·:: .. ,. .!o:>P 1., ~~r O\·· r- 1 ct·a:iP con­
•r,l ~"1,.11 'ln:: t • it')>," i:.:Yh../9 ··~t .n ny• t,-. t:""" 'T~~!'I:r"..t' ~ 
~bl · ,. i"e r;r.,.,rv:in' , ~n 1 t'"'e .... .-r~rjll .. ., .. ;... ione in ... ,.11 

t n! CO" ,v .. t ... c )O " ration , •. it· t.r,. Tr' .,,r ' . .. u 

r "~ not .• sk::oJ ".+tf'!OU· r I fa•tOl'""' I W'I.V t. p ·i fie t ... x 
, 1 .n , 01 \h••th~r r ;t(l'reed or not v. ! th .·:"lrd. ;~u hc.i ztatn-t . 
Tn ···.r• , • .., h"'~c "lf f Juest i nr so "ar f'!J 1 coulri . I si.m~ly 
··nr~····•1 tn ··hat r hhi state~ :•r•viousl;t :.nd tes ttfied to 
hcror c th P V "'" and t.:ean~ Comittet· :.hen 1 he h .. '< rtearur" .,r, l,.fore it . 

""'hi.. e I feel t~<lt you 1o no• 'cv,. bn:t l""i 1 · ' ~n ~ "'i"-

..-rN•1 f1 : ......... i-'-, T -~·,.~ ~ "st th,... t.rar c .... l:t. ·~:o::: 
r ...z.t•fT o: r<:>c.:>r ~ K J 1r '"\n-· .. i 

t:ol"O!·; ~, • l:"'n c.,.. ... :\"''·· ' , 

~ ,.~,. 1. T,/ Gf t.'-~ "'r• ... O!:"'T": , 

.. ~' i r •on, :) . r . 
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. ' 

fro U.l"'~,._,_.· f>';! ..- r' r,t. or •• , !. ..... c~1 P• ' 

T,..~· •r.r-n] 

... "!;""ncu r .. ~ , 1'~ .• 
""''t•J'f" t'N~. C .. .,....:;'<'n .. :.• ! f"'u r-~'nt: :o• 1ti.P,. 

18 

lt i~ nf•t pn:.-ihlt> in t ins c'Onntt·v. nncl 
it i:. not pr~ihlt• ht 1111,\' mht•r ('flllllti'V ·ftlr r«-e-.6Ankin··, autttbriti•.,. 
nnclt-1' C'llW1'1-"Pil<'.\" c.•Hndit~fntft•ftl nrt whh iurh•1W'n1lt"'nrC'.~ 11 lu\8~nt 
be4•n p(~~ihl t> in llritnin Ot' Contul.- m· 1111\' nthN· countr,·. und, i~ 
not eith('t' ptl~~iblr Ol' ch•.!oir"hh• in m~· opiulou in thi£o; roulna:y. 41 • 
thet wlwt~,·ea· mn,r t~ done in the• 0\'('t'·flll c-•·e<lit rontrol 'fiiiJ&Jttll,.· 
be clont• ohn1,\'~ with tH1 eye to tlw TI,-,MI\ 11'.'··~ JWnhl('m of it..:: finrik_ • • 
and therefort• must be done in full nnd complete cooprrntion "91ht• 
T~l'lil=Ur:'·· oud in the J)Ub~ic intemt. ·· 

That d~ nor necf@."t\rll)" mun thl\t 1 m~tv nut h:"'f' rf'l1nin ,.~rw~ 
u: tcf"What f:.honld be donf AIHI lht• ,,..,, it Fhnuld ht fiOni". It ~ 
not mean thaL nw ,.if'W~ with rt'(('l"'f+n<"ft'to thf' pi>\«' of O\'f'r·:t11 (' l"'tdit 
t"'O.t-rol ma,· not' ron fonn tn thf' ,.i,.w.o: of tlw oth~n;;. but I am lUrt> 
T0\1 will all a~'l'tf' thl t in tin~ o ( fiiV'f'J!f'llC\' that the cnonlina{ion and ('C)O(W'rt.liHn br4:Wf"Pil blnkinl! authorit itS with tM Tl"fll~urf1\t 
1n absolute ~ntial in tl~ puhlic- intf'l"f'"';t. and to that ~nd tht> Not;.... 
tary of tht\ Trn.S'In' and I i~nf'fl 1 ~atrmtnt • few d:n-;:;: 1~'0 wlfit.h 
was an effort ·to pOint out lht t'IOf1it' inlt'l"'f'.l.t-1 mean· thf' rom1~ .. 

inlel'()l'lt-tluH we hnd iu tho pa•oblei,U..&~I\d the 1\eed of the~ k1nd 
of cooprnltion the futility of r ither of us unclertnk1n~ ii.QidWit ~·1•· 
uratel:'' and im\f' I>Cndeutly. So f111' tUI the Botal'd is COHCernt•d, Ul' t •e 
'l'reusur\' ls l'fln\.'e l'llt."ll. *'iH' a·ccommc•ndntiou tlu al ma\· lK- u1ude "'ith 
refere1H.~ tu thi~ wl1ol(' fie)d will l.M' \lone jointly. afii;!r ful'lht!l' c•ul• 
sultatiou. That is t~l)eUkilll{ ror the ( uhU'e. T luu dOi'S not 1Ul'IU1 tlu't 
my \'i@t'~ il$ ha\'e beeu esr.tl'f!ascd •llld ue in th~ l'ecord ha,·e m·ct~· 
:'tla:i.lY ~anged . 

• 

' 

Regraded Unclassified



Pa~e ll95 

- 2 -
~-, .. 1.9 

-· ~1at ,...~ increased ~•er tho kind is inC!~ 
~~:-u;:t~~r ~·~.c::t~':t'1wltboot oon~==:ftg~ 
wift\ the TreAsury, but if thac 'power ~ gi\'en, the GO\'Ol1Hftebt 
finftci_ng situstioll oould be ve1·y greAtly n-frceted by any nct·ion taken, 
nn4'1herufore iti:l inflotion problem and mone-tary and fiscal probloms 
are1so interwoven that. any recommendation that may be ronde to Utis 
4:omn1ittee with referencB to monetary legislation should be made with 
fbtJl.pproval of and in <:'Onjunction w1th tl1e 'l'retlsttry. 

Otherwise I do not believe that c.ffeeti·ve results could be secured. 
Docs that answe•· the question1 
Mr. CuAWFORO. I think that thnt. is correct, nnd I ogTee with your 

o~tions in that respect. 
Btft..let me say it tl1iM: wny: Assuming tl1nt Con'-r-ress will drRw the 

legis lation in such R "'*'Y tlu•t left, it entirely to the. disc:r·etion of tb& 
BOard w01·king in conjunetion wilh and COOJ'tlinating with the 1'f'ug.. 
w'y ~J!ftrlme.ut. are you in position to recommend to the committee 
that it·now consider or enact. legisl11tion whicb would l!luthorir.e the 
Doard/' to, using this samo language, inerense reserve requiren\ents, 
AJbjcct to the limitation that they shnll not be increased mor& than 
double the maximum requiJ'eJllents under the present.. law, and let you... 
and U.C Treasury proceed to work out. what. you want. to do nfter that. 
tyt>e of legislation is enactedt • . 

\Vou1d you go so far as to I'CCOmmend to us tJu-..t we gh•e you that 
nuthoricyf 

Mr. F.CcLv-1!. Xo; I could not; I would not at this time do that; aud 
let me just rOAd what I assume you have heard before, and l think 
that Uus is possibly u .. full nod complete answ<'r to the rensons why 
I could not answer your question. 

Mr. CR.t\wroan. Are you refer1·ing to the joint statemenLf 
Mr. Eccus. Yes. 
Mr. CRAWFORD. Wo have. that in U1e reco1-d. 

' Mr. EcoLES- It i&- ,, 
0 • 

RecoQmlE'nd.nii01l& on t11~ (IUI'IStlou ot whAt ndtiiUcuu11 I)OwC'M5. lt llnr . O\'~r bank 
rtetn-4;'11 tht' Boord J!houl(l llnw• durlnJ: the tlresem E>mergf'IU'f. ••n<l whflr" corm 
t he~;e J)OW~rt Wouta take. wlll be m11de wb('r~"tr 1be Trt>a.surr and tlu: \Jonr<l. 
ntl"er turtlter r..m~<lderlltiOn. dect>nnlne th1u IJ'IICia a"1 1ou 1~ IK't'(".l!l~nrr to btlp In 
COJl'lblllh~ luOtlllonnry det<elot>tntnts. -

So thn1 in I he lil'(ht of that otnlement. and in the light of l~•· 
fercnces zmd the consultations thnt. the Bonrd and the TreasutW\.~ 
been ealillf'Wg ... ou for some month~, it. would seew .inadviMbl"'*<f 
contl't\1., to the understanding as t"Pressed herein that either~ 
the Bo1lrd should make any recommend4ltions with reference to this· 
subiect of bank ~n'f'S. 
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The following ls tha only rllecus s1on of t he f orn of excess prof it s 

tUX.t""D : 

'l11e t:w.m.aul'f. " Tbile yoO are on thll-r:;'1tt me ask you, JU!lt. now 
far do yOu tbink tb. Oo...nunenL ebould f.O in tho--~ of 
txd"rofits, or profitat • • • J l>. ~ ,.. • 

ftltr. Ec<:iJio, Woll, it~· ,;6 • long way. ~ tua· 
tio•lltlflould Sl"rt f••om the Wll ond come doMf, lild!Wlle bottom 

et\d~up. · ' 
.iti'' ve upres&e<l my \•iews with reference to U1is corJ>Ora.le -x 
~ n before the \Vays and Means Conunitt.ee of the Hou~ .J 

liloo h• •• exp...-1 them eJsewh•re. :. ·~ 
· Mr. Ku"· May I int•rrupt th•rel Wa• thn in the h•arlng co• 

thi bi6 ju!t. P•-11 • 
Mr. }•;ccJ.C'!. Y""' 1ir. ,. 
Mr. KFAN. In lhe \Vays ttnd Moons CommiUee1 ..... 

Mr. Ecx:u:s. That iA Tight. .r.! .. 
To be more •p•<i6c. I bno greatly fa•·orod whai. is known- a 

floor 4ml a ceihng plan, buod upon a balio period of Hrnin-": l 
• ujqlllllted tho lO.per<:ont ceiling l1lan and a 6·JlUC<'nt floor plan.• \Ia 
oUlt,T word~ whntovcr base pel' od is used, 1 f a eort>Ortthon rttMle 
JtwJ pn its invesled capital thlln a 6-pc.rocnt t'Ct.un1-1111d 1 rulito 
tl\&t.il~ is a ctue~Jton of definition of lnvtSted capital which is im­
part&nt-tbat iL would not. thtn be penniued to make more. than 

5 ~nt before it "·as subjected to the e~·profits tax. U a cor· 
po on had been ma.king more than 10 ptrteht durins;t the ba$t 

pcrfi il. would not be pannitted to make more than 10 befor4tit 

"·ould be subjeeL to tbe excc ... p,..,fito tox. •'!• 
Tbe ucess-profitM tax sboulfl be greatly lncreased over what k d 

.,..efiiilod. I (~I that P"!"'ibly with t he $5.000 eump<ion, maybe 
I• than that, but. cenamly no more that tht excess-pfolit~ rnte

1

o·f 
tttxllion, instead of being what it. had been, I think 20 pe.rimtt. 
•hpbld po55ibly •tnrt out at 40 percent, nnd mnyoo .. high ·aiJ 11(.' 

l.erc.nt, and whtd' tbe- eah\ln(l• ·luw• reaohed, sny 12 ·!*"~ llll': 
thine ~~-~ll' d< V.. ~ lhon th• tax should be at . "" 

~-..._, . 

20 
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October 1 , 19111 

(In allllcne or 4olla r e ) 

Callable t•auea 
Platd • tur1 tlee 

Plrtt oal l able Final .. tur ltl ea 
Dau DeacrtJ)tton Gua.ran- Gua ra.n- Gua r a n-

Dlreot tee4 Dlrtot teed. Direct t eed 

1941-Jan. 
Ftb. 
liar. 
Apr. 
~~a,, 

J une 
JulJ 
AU!. 
Sept . 
Oct. 
»o•, 1 RFC 7/~------- - - --- ...300 
IIOY. 1 U3HA 1/ ------- ----- _112 
No•.15 CCC 1~-- ------~-- -- - 201> 
Oeo.15 Not• 1- 1/"1'- ____ _20'1 

Tot~ 20lf. 016 

19•2-Jan.15 RFC 7/!'f.-------- ----- _310 
--236 J an. 15 FFKC 3~ (19•2-•71-- ----- ----- ----

reb. 
Y1r. 1 ,,c 2-3/~ (1902-47 ) t---- - -- - -- ---- _,103 
ller, l5 Note 1- 3/"J _ _____ - •2o 
AJ)r • ... , 
June 
Jul.r 1 ~LC 1~:-11-i" li 902-a. r ----- -271> 
Julr 1 ---- ----- - - 875 
Aug. 
Stpt.15 Note ~-------- --3"2 
Oot ,15 RFC 7/!'f.------- ----- --320( T) 
No•. 
Oeo.15 Note 1- J/4J--____ - 232 

Total 1 ,000 906 1, 21~ 

19•3-Jan. 
reb . 
Kar.15 Note 31•~------- t- --66(T) 
Apr. 
.. , 1 CCC 3/ IIJ- - - - ---~---- -2119 
Ju_ne15 Jote 1- 1/!'f._--- - 1- ..b29 
Juntl5 Bond J-J/ I!l' {lC)OIJ-•71 t----- _:-J20 t T) 

~ --•5" 
Julr l5 RFC 1- 1/31------- ----Aug. 
Stpt . 15 Note ~~i/., -{19Qj:•5i - 279 
Oot.15 Bonet ~---- ---- . 1. -01 
Me• . 
Oeo.l5 Mot e 1-ll~--- -- - 421 

To~al 1, 315 J1} 1,&55 

190"-Jan. 
reb. 1 U3HA 1-J/~------~-----

_.11.11. 
Jlar,15 Mote lf. __ _____ - 515 
llor. l~ FFIIC J-l/"1' p 90•-t.o) ---- - --- - -·95 
Apr.l Bond J-1/ 4J 190'- •t.l ---- 1--57itT) 

. 1, 519 
Apr.15 RIC 1~--------- -----... , 1 HOLC J~ ~190'·52 1--- ----- ----- -----1--779 
... , 15 FFIIC 3~ 19""-•91- -- -----~-- -- 1----- ~ -.1135 
J unel5 . ... 3/"~- ------ -•11> 
Ju1r 1 HOLC 2-1/ 4J (19"2-"•1 -- ---- - - 1- ----r---- - ----- - - .375 
Aug. 
eopt . 15 Note 1~- --- - ----- __ 2113 
8ept.15 Note J/4~------- -~>J5t T > 
Oct . 
Mo•. 
Ooo. 15 Bond 4J (19••- 5• 1--- ----- ----- -1,0}7 

:'otal 1,111¥ oas ';l . ~~b 1, 709 75 

!/ lxduoee I"P•oJa l 181ute , 1ttutt rednu.ble a ; option or bold.er, J)Oet .al ee• tn.&• 
bondt, rHA debenture a , • nd. depot l t a rr 'bonc!e. 
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OCtober 1, 19'1 

( In a1111ona of dollara) 

C&llable l aeuee 
f l ud • turU:U• 

oalla blt P l nal .. turlt t te rtrtt 
Dote Ducr1pUon Guaran- Ou.&ran- 0\laran-

Dtrect teed D1rect teed Direct tttd 

19•5-J an . 
CCC 1-1/3lio------1------ i--•121T) Fob. 15 

liar.15 Note )/~--- ----- -713 
Apr. 

·~ Jvnt 1 HOLC 1-1/~ (19"5-'71 ---- ----- ----1--.755 
Ju1r 
Aug. 

Bond 2-J/4J (194t-'7l l,ll' 5opt. 15 --- - 1-- --- . 1,11.01 Oct.15 Bon4 )-1/ .,. ( 19'1 -•51 - --- 1----- ------
)JOY. 

- S'l Olc.15 Bond 2-1/~------
010.15 Note J/•1>------- - 5311T) 

7ot:al 1. 790 412 1 , 21~ 755 l , l!ol 

19'16-Jon. 1 Convera1on )~----- 1- - ..16 
Fob. 
lia r.15 Bond ~JM f19"1>-,6j ---- ----· --•59 
Apr.15 Bond 1/~ 19'1'1- 6 ---- ----- 1----- - ----- r-1· 519 
liar 

Bond J1o (19'11>-•81-- 1, 0)6 Juno15 - ---- ----
.tune15 Bon4 J-1/111> 11941>-'91 ----- -- - - 1- ..419 
.ruJ.r 
Aug. 
!opt . 
Oot. 
tfO'f. 
Dec. 

toc--.1 16 2 , ) 4'- 1, 519 

19•7 -Jan. 1 Converelon 3~----- _ J) 
Jan.15 ffMC Jfo (19•2-•71-- ----· ----- 1----- ---- ----- ---2)6 
rob. 
liar. 1 fFVC 2-)/~ (19•2-•7 ) 1-- --- ----- ----- ----- ---- -- -10) 
Apr. 
liar 
June: 1 HOLC 1-1/~ (19•t-• 71 ---- -- - - ---- ----- ----,.- ---755 
Juno15 Bond J-J/t!jio (19'1 ' 71 -----1---- - 1-- --- 1-- - --OS' 
Julr 
Aua. 

Bond 2- ) / .,. p 9'r.; 7) 5opt.15 ----- ----· 1- - ---1- - - - - .1,21' 
Oct. 15 Bon4 "-1/~ 19'1 - 521 -- - -- --759 
HoY. 
Olo.15 Bond~-- ----- - - 701 

Total 714 7~9 l ,OOg l , OJI.t 

1948-Jan. 
rob. 
Mar.l5 Bond 2fo (19"3·501--- --- --1----- 1 , 11~\ T ) 
lia r.15 Bond 2- JI• llo (19"8-51) -----1- ---- 1,22 
Apr • .. , 
.tunt15 Bond Jfo (19'1>-'Sl ___ ----- ----- ----- ----- J , 0)6 
.ru t r .. ,. 
Blot.15 
o.ot. 

Bond 2-1/~------ --•51 

l o•. 
De o.15 Bond ~ !19•3-501.- --- -f- --- -571 

Toul 451 2, 909 1, 0}0 

l/ E~olu4ee t peotal 11auee , l ttutt redee .. 'ble at option ot bolder, postal •••ln«• 
'bond.l , PHA. debent uru, a.nd dtpoeUa..ry 'bon4e. 

• 

' 
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Dolt• 

19119...ran, 
reb. 
Mar, 
Apr. 
II&¥ 1~ Jutltl 
Ju1:r 
Aug. 
sept. 
Oot. 
Nov. 
o.o.15 
Doo.15 

195Q...r&n. 
reb. 
Kar.15 
Apr. 
K&,:r 
June 
Ju1:r 
Aug, 
8opt.15 
Oot. 
tlOY. 
Dec.15 

1951-Jan, 
Feb . 
Kar.15 
Apr. 
Ma:r 
J'unel5 
July 
Aug . 
eopt.15 
Oot. 
Nov. 
Doc .15 

1952-Jan. 
rob. 
~.ar.15 
Apr. 
Xa:r 1 
June 
Jul:r 
Aug. 
8ept,15 
Oot .15 
Nov. 
Deo.l5 

O~en4&r ot D1r~ot •nd Guaranteed 8on4t and Hotea !I 
Ootobn 1, 19~1 

( In allllona ot 4ollara I 
23 

Ca.llable 1a11Uee 
rued •tu.r1t1ee 

11H t oa.lla'ble FiA&l aaturltlet 
DeeorlpUoo 

011"'10t Ou.aran• Dlnot oua.ran, .... D1reot O...ran-
teed teed tee4 

rnco ~ (1~114-~ _ -- 835 ----- ----- ----- ----- : ii.9-Bond )-1/S ( 19 491 ---- ---- ---- -----

Bon4 ~-1/S~ p91!9-52~ -~ ----- ----
Bond -1/2~ 1949-53 ---- ---- 1,7 

~tal 2, 277 dl9 8)5 

Bond ~ (19~-50'-- -- ---1----- ---- ----- ,115(!1 

Bond 2-l/21- ( 1950- 521 ----- f----- 1,1156 

Bond ~ (19~-501_ __ ----- -----1----- - 571 

To t--al 1,1~; l ,OsO 

Bond 2-3/~ (194S-511 ---- -----1----- ----- 1, 223 

Bond 2-3/~ (1951-5~1 ----- ----- 1,627 

Bond 3l' (1951-551-- ----- ----- --755 

Bond 2-1/~ (1951-53) ----- ----- 1,UB 

~ow ) ,500 , 223 

Bond 2-l/~ (1952-541 ----- ---- 1,0211( TI 

HOLC )~ (19114-52L-- ------ -----1----- - ---- - ---- ---779 

Bond 2-l/~ !19~-52 1 ,1.16 ---- ----- ----- -----Bond "-l/1!?' 19 7-52) ----------------- ----- -759 

Bond )-1/~ ( 19119-521 ----- ----- ----------- _1191 

total 1, 024 . ~30 779 

!/ Cxolu4ea apeo1al leeuee. 1eauea redeeaa'ble at opt1on ot bolder, po•~ eav1nga 
'bon4e, nu. 4ebentu.ree , and depoenar, 'bon4e. 
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Oct·ober 1, 1~1 

(In a.1 U1one of 4ollare ) 

r t •e4 .. tvr1t1te 
Callable l eiUU 

r tra t 
1M to ou orlpUon o&llablt r tnal .. turltltl 

Ouaran- Gu&ra n ... DlN:ot tn4 Dlrtot tted Dlreot 

195)·3••· 
reb • .... 
Apr • .. , 

Bond ~ (195)·551-- ..725 Junt15 ----------JulJ .. ,. 
kpt. 
Oot. 
)loY. 

1, 71!6 Doo.15 Bond 2-1/~ !19•9-5)1 ---- ----- ---- ----Deo.l5 Bond Z-1/ 1951-5)1 ---- ----- ---- ---- - 1,118 

To;sl 725 2, 901+ 

1954-Jan. 
reb. 

Bond 2-1/~ (1952-541 ~,024 ( TI .... 15 ~----- ---- -----~----Apr. .. , 
Bond 2-JM !1951·5~! l,b27 June15 ---- ---- ----1---- -June15 Bond 2-l/~ 195-'--561 -------- _,081 

Jul.r 
Aus. 
Sept.. 
Oot, 
J o ... 
l>eo,15 Bond ~ !19"-541-- ---- ----- ~-- --- ----- 1,0)7 

Tot.al o31 ) , 638 

1955-Jan. 
reb. 
... . 15 Bond 2-7/8~ (1955-601 ---- ---- 2 , bll 
Apr • . ., 

Bond ~ (195)- 551 __ Junll5 1-----1----. -----1----- - 725 JulJ ..... 
kpt.15 
Oot. 

Bood )~ (1951-551-- ---- ----- ---------- -755 
l ow. 
Doo, 

Total 2 , 611 1, 430 
1956-Jan. 

reb. 
Mar.15 Bond 3-J/~ l19•b-56) ---- ----

l;o...9 fil - --- 1- _.,, 
.... 15 Bond 2-1/~ 195b-581 ---- -----Apr • .., 
.l\lno15 
.1\olJ 

Bond 2-1/~ ( 195-'--561 ----- ----- -----1--- - - _ be: 
Au a:. 
110pt ,15 
Oot, 

Bond 2-)/~ (195b-591 ----- ----- f-SSZ 
ao •• 
Doo. 

Total ; t l,)l 1,170 

!/ Exol\.K\11 epeot.t luue a , luuee rtdtluble at opt1on ot bolder , poatal •••tns• 
bond• • 1KA dtbenturet, a nd 4tpoe1 t&rJ bonde. 

Ouaran. 
t ttd. 

• 

' 
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1957-.laA. 
hb. 
Mar. 
Apr. 
IC&y 
June 
July 
Aug. 
8ept. 
Oot. 
Nov. 
Dt o. 

19 511-.laA. 

C•lendar or D1reot and Gu&rantet4 Bon4e and Notee Y 

O.eor1.pt1on 

Ootobor l, 1941 

( I .n allllone ot 4olla.re) 

Direot Cklaran­
tet4 

25 

Fob. 
Mar, l5 Bon4 2-1/2'1> ( l 956-5111f---------- ----- ---- 1,11'19(!) 
Apr. 
ICAJ 
J\1 .. 15 Bon4 2- JN (195&-6311----- ------ _919 
J ulJ 
Aug . 
Be pt. 
Oot. 
NO'f'o 
Doo . 

Total 

1959-Jan. 

1, 449 

Fob. 
Mar. 
Apr. 
K&J 
Junt 
Jul r 
Aug, 
Bopt.l5 9on4 2-}/ 11\0 (1956-59lf-----f----- ---- ----1- .352 
Oot. 
No•. 
Ooo. 

196o-J an, 
l'ob. 
Ker,15 Bond 2-7/sf. (1955-6olf----- ----- ----f----- 2,611 
Apr. 
Ka:r .... 
JUl J 
Aug . 
Bopt. 
Oot. 
Nov. 
Doo,\5 Bond 2-}/11\0 (196o-65)f----- ----.1, 1185 

~--~--~~~+----+-7,~r-~ 
Total 1 ,~5 2, ol l 

!/ £xolu4tt epeo1al 1eeuee, 11eue t rtdttaablt at option or bolder, pos tal tavlngt 
bonda, ntA 4tbtntu.NI, t.nd d.e poe1 t ary banda. 

Regraded Unclassified



and Gu•rantted. Bonde and Notu y 
Ootober l, 19'1 

(In allllona ot doll&rt) 26 

D.l.reot Guaratl• D1not Oua.ran... D1reot OuaN.n-
ttt4 tttd ht4 

1961-Jan. 
Feb. 
Mar. 
Apr. 
!Cay 
Juno 1 Pan.ua :lfo------- --50 July 
.t.us. 
eept. 
Oc<. 
No•. 
Doc. 

1962-Jon. 
Feb. 
Mar. 
Apr. 
l!&y 
June 
July 
Aug. 
8tpt. 
Oot. 
No•. 
Doo. 

196}-Jan. 

Toul. 

?ot&J. 

P'tb. 
Kar. 
Apr . 
!Cay 
3unt15 Bond 2- J/41' (1955-6Jl ---­
July 
A us. 
Sept. 
Oot. 
No•. 
Dec. 

19611-Jan. 
l'ob. 

--919 

919 

V.ar. l5 rn<C }-1/111' (194'1-6~) ....... - - ..95 
Kay 
June 
July 
Aug. 
8tp<. 
Oct. 
No•. 
Dec . 

95 
1965-Jon. 

J'tb. 
Mar. 
Apr. 
l!&y 
June 
July 
.t.us. 
Stpt. 
Oot . 
Mo•. 
Deo. 15 80134 2-J/111- ( 196o-65ll=--=-~-~-:.::j:-=-~-:..:-=~=.::..::..::j:::..=.=..::.:::J.::-_1;.,'116_5'-t---i 

1. ~5 ?o'"-1 

lxoludtt epeol&l letutt. lttut t rtdet.able at option ot holder, poeta l taYlngt 
bon4t, FHA dtbtntu.rtt , a nd 4epot1ta.ry boMt. Regraded Unclassified
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,.... PARTMENT l.!r. !.!urphy 

IJr . HtHIS 
MMUNICATION 

cAn October 1, 1941 

TO Seoretary~rgentbau 

Hr.~~-

SubJect: Ourr~ ~velop~ents in the High-grade Security 
Markets; Erreots or Previous Changes in Reserve 
Require !Dente on Prices and Holdings or United 
States Securities 

SUI&IoWrl 

(1) United States eeourities rose in price the day follow­
ing the an.nounce~ent ot the increase in reserve require­
ments. During the past two weeks the prices ot Treasury 
bonds gained about one-quarter ot a point, while Treas­
ury notes decreased slightly (Chart I ). 

(2) Attar remaining constant at 2.64 per cent trom September 
15 to 29, the Treasury average yield or tive high-grade 
corporate bonds declined one basis point yesterday 
( Chart II). The market tor IIUnioipal aecur1t1es reached 
a record low yield ot 2.00 percent tor the week ending 
September 27 (Chart III). 

(J) 

( 4) 

~ne reaction or the market t o previous changes in re­
serve requirements baa not been uniform (~nart IV). 
Some changes bave bad very 11 ttle market ertect and 
others a great deal; while the mark.et movements ha't's 
coincided, somst1mes with the 1 announceoent 1 dates ot 
the changes , sometimes with the 1 etrective• dates, and 
sometiMes with inspired premonitions that a change was 
going to take place. ~ne increases in reserve require­
ments in 1936-37 appear to have caused a protracted 
decline i n the holdings ot Government securities by 
New York 01 ty banks (Chart V). 

Over go percent ot the total privately-held supgly or 
the three outstanding taxable bonds i s held by banks 
and insurance companies covered by t he Treasury Survey 
ot the Ownership ot United States Securities. The 
distribution or the outstanding issues indicates that 
a new iesue or taxable securitiee due in 1950, or be­
tore, would be absorbed pri ncipally by commercial banks , 
while an issue due later than 1960 would have to be held 
largely by insurance cocpanles and mutual savings bank a. 

' 
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I . United States Government Securities 

Net price chAnges or Government eeourit1ee during the 
peat two weeks hAve been mi.xad (Chart I) . Bonde have gained 
about one-quarter or a point, short-term notes have remained 
unchanged on balance, and long-term notes have daol1ned about 
one-tenth or a point. Taxable bonds have manifested greater 
strength than comparable t~exeapt bonds, while taxable 
notes have been weaker than ta.lt'"exempt notee. The market for 
Government securit1ss continues to be thin. 

Market reaction to the announcement of the increase in 
member bank r eeerve requirements was favorable. Intermediate­
and long-term bonds experienced price increases from 6/32 to 
15/32, and abort mat uri t1ea or both direct and guaranteed 
eeouri the gained up to 4/32 on the day of tha announcement. 

Pr1oa changes by maturity olaasee tor the e1gbt days 
preceding the Federal Reserve an nouncement and for the eeven 
days following the announcement, together with tba net change 
during the two weeks, are presented 1n the following table: 

No tee 

l to 3 year a 
3 to 5 year a 

~ 

~ to 15 years to oall 
l years and over to call 

Average pri ce change 

September 
15 - 23 

September:: September 
23 - J0 j j 15 - 30 

(In thirty- seconds) 

2 
6 

-4 
+ 2 

+ 2 
+ 3 

+ll 
+11 

0 
- 3 

+ 7 
+13 

The average yield or long-term partially tax-exempt 
Treasury bonds, moving 1nvereely to pr1oea, baa declined four 
baeia pointe during t he past two weeks -- f rom 1 . 96 percent 
on September 15 to 1. 92 percent at last n1gbt ' a close (Chart II) . 
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II. Other D011eatio Higb::Grade Securities 

The long anticipated allotment b7 oo.aapet1t1ve bidding 
ot the $90 aillione Aaerioan Telephone and Telegraph Oo.aaPIU\1 
2-3/~ percent debenture• ot 1976 was made Konda7 to a group 
ot three insurance ooapaniee whose bid ot 101.842 makee thie 
ieeue rield 2.66 percent to tirst date oallable at par. Thie 
was about 5/6 ot a point higher tllan the bid ot the erndioate 
headed b7 Morgan, Stanler and Coaapanr and aaore than a poi.nt 
and a halt aboTe the bid ot the erndioate headed: b;y Halse;r, 
stuart and Companr and Mellon Securities CorPoration. Ot 
the $90 111ll1one, Metropolitan Lite Insuranoe Co.mpan;r is 
taking $50 aillions, Mutual Lite Ineuranoe Compan;r t25 ail­
lions, and New York Lite Insurance Compan;y $15 millions. 

Although the Treasury average rield ot t1ve higb.ograde 
corporate bonds bad remained absolutely constant ainoe 
September 15 at 2.~ percent until ;resterda;r, when it declined 
one basis point (Ohart II), the volu.aae of new otterings has 
increased sinoe the lUll during August and the tirst halt ot 
September. Whereas publio otter1ngs tor the two weeki ending 
September 12 totalled onl;r t10.6 ailliona, otteringe tor the 
next two weeks ending September 26 aaaounted to $~5.~ milliona. 
The onl;r corporate eeourities issued the1e two weeks, as 
during the preVious halt-month, consisted ot railroad issues. 

The market tor munioipal seouri tiel bae oontinued t11'11l 
and, tor the week ending Septeaber 27, the Dow-Jonee weekl;r 
average rield ot higb.ograde munio1pal bond•, aoving inverael;r 
to ~r1ose, achieved a new reoord low ot 2.00 percent (Chart 
III). This 1a one bade point below the preVious low ot the 
Viika ot Augu1t 2 and 9· 

III. 

The aotion ot the United States aeourit;v market in rising 
trom 1/~ to l/2 point on the da;y tollowing the reoent announce­
ment ot the increase in reserve requireaenta, aaltee it interest­
ing to exaaine the etteots ot toraer change• in re1erve require­
menta on the prio81 and holdings ot United States 11ouritiea. 

Chart IV comparee ohangee in )'1elde ot long-tara Treasur;v 
bonds and of 3-5 rear Treasur;r notes re~eot1vel;r Y1 th ohangee 
in reserve requirements tor the ;rears 1936-3g inclusive. The 
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•announcement• dates of increases in reserve requirements 
are represented on the chart by solid red lines , while the 
"effective• dates of such increases are represented by dashed 
linea. The one decrease 1n reserve requirll!llents occurring 
during the period (the announcement date and the effective 
date of which were practically simultaneous) ie indicated by 
a green line, 

The chart does not appear to s how any uniform correla­
tion or price changes with either the 1 announoement 1 or 
• effective" dates of past increases in reserve requirements. 

The first i ncrease, announced in July 1936 and effective 
in August , caused scarcely a ripple in the market . 

While the prices of Treasury notes declined sharply from 
December 1936 to April 1937, and this decline is attributed 
generally (and we believe correctly) to the second series of 
increases 1n reserve requirements occurring during the first 
half or 1937, its timtng correlates only partially with the 
announcement date of t hese increases and not at all with their 
effective dates. (The sharp decline in note prices in December 
1936, more than a month before the announcement date, is 
sometimes associated with a semi- official 1 leak1 occurring at 
that time. ) 

Ione;-term bonds, on the other hand, continued strong 
until immediately following the first effective date (a full 
month after the announcement· date) at which time they broke 
sharply, thereby disappointing the official expectation of the 
Board that the i ncrease would affect short-term rates only. 

The decrease in reserve re~iremente occurring 1n April 
19)a, was more immediate 1n its effect on prices, both notes 
and bonds rising sharply as shown in the chart. 

Chart V showing changes in United States security holdings 
by weekly reporting member banks against the background of 
changes in roserve requirements oast& some light on the facto rs 
behind the price fluctuations j ust discussed. 

The most interesting thing shown on this chart is the 
long decline i n the holdings of United States securities by 
weekly reporting member banks 1n New York Oi ty from $4. 6 bil­
lions on July 1, 1936 to $3.2 billions on September 29, 1937• 
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This decline, it should be noted, began two weeke before the 
announcement of the first increase in reserve requiremente. 
Holdings of United States eecuritiee by weekly reporting 
member banks outside of New York City, on the other hand, did 
not reach their high of $6.5 billion• until Januarr 6, 1937 
attar which they declined t o $5.6 billion• on June 8, 1938. 
These decreases in bank holdings were probablJ oaueed prua­
rily by the increaees in reserve requireaente, and were in 
turn primarily reeponeible tor the price ao~emente in theee 
eecurities. It should be noted that the deoreaee in bank 
holdings was particularly marp in March 1937, the aonth ot 
the greatest price decline. 

31 

The decrease in reserve requirementa in April 1938 was 
not 1JIImadiateiy ettecti~e in stimulating bank holdings, al­
though it was doubtleee one ot the tactore which lud the baH 
tor the increase in such holdings whioh occurred in eubeequent 
years. 

IV. Distribution of Holdings of 
OUta\andl¥ Taxable Bonda 

It is interesting to exaaina who bolda the outstanding 
iesuee ot tiU&ble bonde as a clue to who is likely to purohaea 
new taxable mediua- or long-tera eeouri ties it offered in the 
near future. 

Eight~eix ~::cent ot the entire pri~ately-held supply8 
ot the 2'e ot 19 50 is held by banlte and inta~rance ootl])&n1ee 
conrad by the Treasurr SUrvey of the Ownership of Un1 tad 
States Securitiee. The corresponding proportions ot the 2-l/2'e 
ot 1952-54 and the 2-l/2's ot 1956-58 eo held are 77 percent 
and 82 percent reepeoti~ely. It data were a~lable tor banlte 
and insurance oompaniea not co~ered by the eurTey, and tor 
other types ot institutional 1n~estore, each of these figures 
would be increased by, perhaps, ae lllloh as 10 percent. It 
appears, therefore, that non-institutional absorption ot the 
new tau.ble bonde has so tar been n:treaely ..all. Thie ie 

• Total amount outstanding leu aaount held by Go~al'DIIant 
agenciee and trust tunde, and by Federal Reserve Banke. 
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not surprising, ooneidering the small rate of non-ineti­
tutional debt abeorpt1on during the entire period e1noe tb8 
Banlt Hol1da7 and the auob better inYeeaent opportunit1ee tor 
ind1Yiduale now offered b:y I&Yinge bon4a. · 

Hol.U.ngs of the D.., tanble bonds b:y ol••••• ot insti­
tutions coYered b:y the 11&1"'187, are ae follows a 

Hold1.nge of T&nble Bond• b:y Inet1tutlona 
CoYered b:y the Treasur:y SurYe:y 

Jul:y ,1, 194-l 

(In percent ot total priY&tel:y-beld euppl:y) 

RutU&l . . .. co-eroial Insurance SaYings .. Total Banlt1 Companies .. Banke •• . . 
2 1 e 194&-50 54- 19 l' ~6 

2-l/21 8 1952-54- 32 " 12 77 

2-l/21 e 1956..5~ ~ 25 27 ~2 

Based on the inYestor preferences shown in the aboye 
table, it would appear that an ieeue put out at the present 
time due in 1950 or before would be absorbed pr1ncipall:y b7 
cOIIIllleroial banlte; whereas, an issue due in the 6o• • or later 
would han to find permanent lo~ement largel:y with insurance 
oompan1ee and mutual. eavinge banlte. 

Attachments. 

. 
• 
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AVERAGE YIELDS OF LONG-TERM TREASURY AND CORPORATE BONDS 
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BRI!'ISR 3·1l1ASST, 

~IASBINGI.OON, D.C., 

October let, 1941. 

~r Mr. Diet rich, 

I think you tfO\lld like to see tbe enclooed 

copieo of state.ocnta oe.cte in o.naver to q,.1~~tiona 1.a. 

Pa rUe.ment on the 9th and lOth Se,tember. \'e have 

abo sent cop ies to ~~. Dellll Acheaon a t the State 

De,artment . 

Ioura oincerely, 

/a/ V. Ritchie 

Kr. :?rank Dietrich, 
Room 279, u.s. Treaaury Depertmoet, 
',iasb1n;::ton, D.C. 
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FAliLWa!:T.IJ!T SUES!!'IOI! 

A;slo-Ja~anoco !!'rndo 

30. Llo11t .-Colonel Sir Thomao f!ooro atkod tho !Unioter of Fcono!llio 
\la rtare whether, in view of publ.io IIJ>Xioty, he can malco any atatament 
on t he trnde-barter aueecent with Japan; and why it is rece.rded by 
Hit MAjotty' • GovoTil!llent at nocotaaryT 

39 

:tr . root: llo general barter arrancuent, nor anything 1n­
cone ittont with the strict enforcement ot tba freed~ Order, hat oftr 
been conto::plated. fho use of froaon tundt f or nev exporte to Japt.n 
it not pomttod. If it ehould be round duirablo e:><eeptionally to 
liceuo any particular iq>orh fro= Japan, it vould ba a a>tter f or 
conoidoraHon wbat exports ahould be allovod acainot auch J.w;;orto and 
bow pa:t=onh ahould be effected. It 1o probable that thh vould boot 
be dono by ootting up a oO!J&rBto cloc.ri DC account, 1t and When tho 
need for it should a.riae . At preoont, hovoTer, no O'J.Ch importo have 
boon 1\conaed end conso~uontly no ~110ation of paymonto arines. 

Sir!!' . ;roore: Aa Japan 1a a p&rtner in the Axis, vould not 
o\10h " propoeal be almost eq11.ivalent to tradiD& with the enefll¥T Would 
it not be UllWioe Cor the Government to be n party in any vay to a 
trAnanotion vith Japan! 

1-!r . l!'oot: I think i t h clor r troa the tel'llla ot Ill¥ anovar 
that no tro.do 1o taking place between tho tvo co\llltriea at all, 

hr , Noel-Fckar: Dooa that aloo apply to tho Colonial ~ire! 

llr. J'oot: fhis queaUon rofora only to tho Un.ited nngdo11. 
In thoto roattere the Colonial ~iro conorall;r follova auit. Perbapo 
a:r bon. J'ri ond would p11t a oeparato ~ation dovn . 

lOth September, 1941. 

• 
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p,t1T.IAM'£1lUllY c;p!S!ICfl 

:n. Mr. 1.. M-"-1 aU:a4 the Pft11.Uat of the loud 
ot fraU ibe Gon.....,.t 11 polio7 with rep.ri io tra41Jic 
with Japaa; Allll to wllat eaa\ 111 \be la1i three aonthe 
ehipaonh of •teri&lo *ich can b o u-.l f or IIUiliUOlla 
of war ban been .-41 to Japaa T 

Slr J.. Dwlc&l>: All Japaae11 auoh in the thrlto4 
11.zlcd.oa wore troson 'b7 an O~r 4&to4 26th Juq, anA 
uport of all &OOclo fro.a the 171l1to4 l!n .. oa to the Japano11 
m.piro.,.. .-41 1UbJect to licence troa l 5thAQCaat• lo 
110111011 ban been Cl""J1\0d for UJ)Crt l io Japan 111101 \h i 
4&h of the rree•1Dc Order, anA I 111 110 proepoct that ~ 
IUCh l1cence1 will be c~tod 111 tho near tuture . ilo 
.... teriale which, 10 f&r &o 11 !mown, can be u11d ao 
mun1Uono of w.r hen b11n uporhd fro& tho United X~oa 
to Japan durillg the laot thr11 aonthe. 

9th Septeaber, 19~1. 

40 
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OCT 1 1941 

117 tou •r. ca...ce t'Ufalrea• 

1 viu h refer to tae -.:r-•• te\et .UCU\ 15, 
1~~1 re1a\1Ya \o tba par...._ el )01,000 ftaa \ra7 .... , 
of p lt '117 \be s .. ra\arr of .a. ! na.rT baa \lui ... _ 
• ••' of \lui Ua1 .. at S..la\ S..la1la\ lepall1laa, ... laa\ 
vblola ........ el t10,000,000 ....... - ....... , 1,, 1~1 . 

1 \like ~1-~• ta ••htlac for J'OOU later.aU• 
t wo ooplet at \lui aaaq r~ at \lui Ua1\et '"'" •tat a\ 
saa .rr .... t ... ctnac ea ~•h et tlul caU wlltell U'l'h.t 
oa tllo IS IIDIUID -' t~ol\et '117 J'f!V ... __ , .. 
S.pt•ller 1' for \loa --.• of \loa l aora\arJ' at \be 
f r•MIIll'7• 

Tft vUl ollou•• froe \lui ••1"" r.,ort \bat 
\be till,.•'• athr aa1Uac •4 ·~· aaaq, no hhNlaa<l 
to ooa\ala 1&1.~·"' tlao trw,r oaaea• of ce14 aa4 •• b&•• a n 1•• at *5,650, 711.01. Attor \lui , .... ,u ... af no 
..... , of •111,211.21, repr .. aauac tllo 1/'111- b&atllac olaUca 
at t11l,u 6. 71 ~1•• \llo •ta• .._,,,, at •161.50, \be ••• 
n 1•• of \lui •• u .... *5.6}6,1122. n. nu ..... of pld 
bat lla• ..,u.t '117 tlul !raa.rT ._.tae\ \lla _, ot «•14 
acroet h " parw~uo- '117 '"' '""'arr ttl no tra~ 
...tor \lila ear-• at .&.ape\ 15, 19111. 

S._relJ' J'f!Vt, 

(S1Sft&4) D. I . BELL 

•r. Aatrol t.. '"-~~<•• 
Cb&rca t• Utalr•• .t la\orla, 
Ualaa at SOYlt\ s .. tallo\ lwpall1let. 
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Mint form 42R 

Date a, l Ml 
Silver Prlee SOURCE DATA 
or Clau J'ID oam 

State PIJes!A 

IlL!, •• e11 mt. "· Cotmty 

Mine 

por oz. Oun~.a 

llll ,...,,. ........ 
11-8 11111 ,.., .. ,.., .. ,...,m 

.. t-U ... ... 14 9101.11 flot .... .. J.a-11 ai.M .. ... ma.• .. lf-10 1111 Mao" ftft.ota .. 11-M 11. ftlll.lO ""·1M .. ... lli'P ftft. lf ,. .. "' 
1111 '*·" tftO,IOO • .. It-lSI .. ...,. 1111 'tlf. ll 'PSlt.lft .. :1,-tO llltO ftiO.ll 'Nl:I.OII .. tl-41 Olll :1861.41 INI'P.IIl 

' 
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BUWON DEPOSIT MEMO REPORT -1'tiNT f02N 42R 

M~A~red 

, SOURCE DATA 

1Ml 
Sah-e: Pn:.-. J'Da O<LD 

bJ [)epolt!Of orO.. 
s..,. -.u 

111.7 .... a. f'W. ... Co.ntr 
... ... 

ASSAYCEJITIFICAT£ I N £ 
Aft•r M•h FINENESS GO LO 

c....,.. Glold a... o.. .... Doc 

lUI 
,..,,. "'· tlm.Oif 

10 ... llU ••••• MOO.M .... .. 81. 

10 t-U 11M 91116." Mft.IO ...... 
10 u.u IUf 9110.81 , ... ........ 
10 1' ·10 1111 ~.tO 

,.,,. 9M.oot 

10 ll.a. 111' fiiiO,M ...... ,....11, 
10 ... 1111 nM. IO ...... ,.... . 
10 .... 1111 , lll . fO , ...... , .... ,. 
10 ...... llfO ftU.II MU,II MU.,. 

10 .,..., 1191 ""· .. 95"·· ,.,.,Oft 

10 6loo61 11.91 ..... 11141.01 ....... 
NOT£, , JaiN~.- Tolal ' 

IIET VALUE 
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DEPARTMENT OF STATE 

PARAPHRASB 

Telegr- no. lfll 

:froiD 1 IO!OOW. 

OOJIJ'IDDTIAL 

O.tedt 10/1/U -. 

R.o'dl l0/1/U lOa• a.a. 

1-:. IIAIUUICAI 1'011 JIO?UJIS AID llOII&fUf IIOMU'liiAI. 

the 1atoN•U .. Mahlaet 1a :r.v 1011 llae H.- ... 

oi1Ye4 Vl\~ \ha&klo 

Ia •~• Mater ... •• ~-. M •• llae •• '" ....... 
t he wliJM\ or naa .. e, aat I IIA•• 110' rdeM ~· ..._ 

Jte\ .,ttlt 0 1& U ad AI 1 ~~ Hll191t M iai\NI­

\lOAI 0A \bt .. ,,lro 

IA/111101a81 
10/l/41. 
Cepht tea 
liP.·~· (I) , _ .. ., ......... (8) 

• 
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TREASURY DEPARTMENT 

45 
INTIER·OFFIC E COMMUNICATION 

DAn October 1, 1941 

to Secretary V.orgonthaa 

'"o" D. • . Bell~ 

::l\1_!1! : On July l l.o , 1937 t he 'l'ree.ow-y entered into &ll agreenent wlth n .• 
Ye"r.tral l!M"< of Chi a, t o :parch<lae ~ up t o a totel of ~.000 ,000 C.S. carreney . 
:he Gtr••~•nt hns been r enewed each aix mont h• and now expire• Deerobtr 31 , 1~41 . 

,.t preoont u e hol d 65 , 000 ,000 yaan , whose boolt doll~r ve l11.e 1s ~1;> ,112 , 500 , "lld 
rrrln ot ~:hi ch $19 , 379 ,015. 65 i n ~;old h held a t t he Feder er P.eserve llo.nk of N"" 
Yo rr. ra eoll• tera1, Tbe r~te of i nterest ia 1/2~ obov• t he c11.rrent reditcoan t r ete 
of t he FeJt r l'l :!eoerve llo.nk of ~lew Yorlt . 

..ru:il: C~: Jlll:! 1; , 1937 , the 'l'reaaury enter ed i nto en agrecnent vlth the 
::~Hod Steteo of :srun. wh i ch em i res on J\1l,y 15 , 1!42. ;ie agre~c! to ;:archue 
!'Ureir .,., t> " tot• l val"" of $6o , OOO ,COO , with :itruil ltc vic;; on c!epoolt i n ::ev 
'lou .-ol d collat er al to &WlJ"Mtu the reparchue of tbe :ilrei • by Brezil. ?!lo r•te 
or lnt t ret t is 1 /2. of l ,.t above tte CIJ.rrent rediscount rp t~ of the .Federal Rc1ervr 
?.tni< of :ie" Yor~ . :here havtot bten t re.ns.e.etlone vnder t )'-; 1e U't'CJl6e=ent, but a t "Ore•­
tn~ wt nre holdin~ no milreia, Thie ~~cc~ent 8lao provides for the aale of up to 
r ::-••xim\lJII ._,.,'.lllt of .,.6o , OOC,OOO in gOld b:r t he Unit ed Ste tee to b• hold andcr e:.rmer < 
! r o.u- v~lllt< f or t l:o nccou.nt of :ar :c::il . Tbh n;.reec'tnt wno modified on So.mtecber 2 . 
19)3 , to per~it 3r e zil to ahi p ~lei fro~ abroad t o bo hold in t hi s et~~rr.ed nccount . 
l>p t o Allgllot 30 , 1941 , $29 , 465 ,770 . 90 i n gold be.d been ao1d b-.; us t o :Err<•il cn<l 
,-11 ,;32, 76; .1, had beer. shi pped by 3raz1l to J:ev You t o be held ur.der enr,·ui< • 

.AJ'"ent1nc: On Je:r1uuy 1 , 1941. tbe t;-re~IU!j~ ente-red into u ~ee::ent with the 
~~nco CtDtrcl. de l e ?.:epubl i c &. .Ar,.e:lt1n::. and tt.e :iovern:et.t o! Areentintt . Cr..der tUa 
1 rfe;.t r.t ve undertp..ke t o pu.rch..-..ae Al't;entlne peeoa \IP to t he e~ti.velent ot ... 50 , 0CO ,OO\> 
i:.: . cw-ro~c:f . ::o colh.t er t.l h rtollirec, ':'he inter .. t r a te 1s fixed nt l-l/2• . 
:Oo e.sr• •=•nt co~•• into oper ation ~ effect u~n ratificatio~ end confl~~tion UJ 
,.,. <nUnc of t he e.uthotitj· ander its constitut i on nnli 1t.ve to enter into t b il rr,ree­
:ent . U, to tho preoent t lme t he for egoi ng conditione bnve not been met t.nd tte 
r .·rernent 1s inoporttlve. 'l'he &&r ee:nent was dre.!ted t o OX!>i r e on Jlllle 3C . 1941 , An 

e1teneion of the agrec:nent bna nloo been dr o!ted, but cannot be made effec t i ve unt il 

tLe ~·r~e~ tnt itself beco~ec opcrati~e . 

:..1E£.!. On A;>r1l l , 1941. t h e ':'reasur,; entoroc! i nto an ~ee!!lent with the 
~~~ional ;overo>....::lent o~ t he :!opubllc of Chi ru> enc! t l:e Centrt.l 38M of Chi"". :his 
c~1h tor t he .9.reheae by t he :~oaaur,; of Chineae f"tD a .9 to tee ee<ai• " lf" t of 
~.~v: .ooc u.s. carrency. :·o collateral is r eqair ed. '=he agreeunt exnirea June 30, 

1~!.2 . I~:torest 1s a t the r t tt of l-l / 2;; . Chinn b.u not yet calle~ for tbe 
.5) ,:~ . 000 . ':'he Chi ceae-Acoricnn -Erltieb St•bili•ation 3oerd i n Chl~ . oe vhi cb 
.. r . A , :-t'..nuel ?ox it tee .bcr1 ce.n r e'l)resentnt 1ve, 414 , ho..:ever . begi1:. to operete i n 
the :.iddle of Au&>e t . l'he Chineoc G¢Yerru:ent banka Ju.ve deposited vlth t be ?eder r.l 
l'.run e ~Jll< of i!e>r York t bel t contribution of .)20 ,000 , 000 to the Joint StabUiz~tion 

:.nc~. . Juring the p eriod froo A\lb~tt 18 , 1941 to eloae of bua lnees on September 27 , 

• 
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tho Chinooe Stabilhation l!oar<i q pro ... d q pllcatton tor $6,894,108 aD4 ot thlo 

..,..unt >Wio actual Plll"''nh ot $6,51!5 ,1K>7 • 

.:on eo: All ecro•ant vi th t ho CloTo.,.ent ot tho llepubUc ot Muico aD4 tho 

Bfttleo do lluico h practically ro~ tor diJl&turo. !rhio involYeo purchaooo ot 

}loxics.n poaoo by tho t1111tod Statu up to tho oquhaloDt ot $140,000,000 v.s. currney. 

'.'bore 11 no collottral. Tho rate ot 1Dtoreat 1o a t 1-1/2').. Tho repurchaao clauoo 

dth l:C.xico ci'fea t hat co1111tey 180 4a.T•' 110t1co 8Jld thOD AD addiUoD&l 180 4a,yo 

vithi.o wich to ropurchaoo. ~· h a gonor ouo departure from our uoual 30 dqo' 

notice. Tho Department of State ox.pocto ita r elated Degotia tiono with Mexico to 

bo consuomatod in time for tho oigning of tho Stabililation agreement before 

Sopt 010~r 16. 'i'ho THUUJ')' 1o aloo to &grot to purchaoo ~ to 6,000,000 01111coo ot 

aihtr "onthl¥ from lluico, under AD uran~;uent oiailar to that llhich vo ban v1th 

Cll.Dt.llc. • 

Cologbi a : 'i'ho ..btb<loeador ot Colombi a hat recently returned from bio co1111try 

to which he voDt a tev veen ago vith a dratt St abilisation agreement v1th tho 

St abilizati on Pund ot t ho Government of Colombi a, tho Banco do la Republica, l!ogota, 

Colombi a , and tho Government of tho Renublic of Colombia, under which tho l1nitod 

St nteo vould ~ Colombian peooa up to tho equivalent of $),000,000 V.s. currtJ2C1. 

1;o collateral 1o iDTolTod. 'Zbe 1Dtoreot rute vould be 1-1/~. "Jo ehould han fur­

t hor d1scuoo1ono vith tho Colombian Alllbauador ehort4'. 

Zc:uedor: lib on t he EcuoAlori an 111D1oter of ?1Donce rtd ted \laehiogtoD iD .&u.guat 

he diacuued with tho Secretary. 8Dd aubotctuently vlth the Socrotary'o asoiltanto, 

tho question of a Stabilisation asroomeDt which might prortdo ao much ao $5,000,000 

U.S. currency, It 1o not boliond that more than p erhapo half of ouch a sum could 

at all be Juot1t1od. The Department of State hao roquooted that vo continuo nego­

tlotiono v1 t h the Ecuadorian Al:tbaooador. 

l!olivin: Vo havo promiaod tho State Department that vo vould conoidor a 

l!ollvien requoot t or 110notary aooiatanco. 

Iceland: On September 30 Mr. Borlo ot tho State Depart ment outlined to llr. :Bell 

a propoaition for a Stabil1aat1oD acreement for $2,000,000 with I celaDd. In order 

t o rop27 t h ia aao1111t 1t 1o anticipa t ed tbat IcelaDd vill &ell ita coiiiDOdi tin to tho 

United Statll Gonr~~:~ent for vbich· it v111 rocein dcllau. Such colillOditioa vould 

then be Lend-Leased to Groat :Britain. 
• • • • 

Ruuie: On ~t 15 vo agreed to purchase from tho Government of tbo U.S.S.R. 

approximntely $10,535,000 in gold tor deliney v1tb1n ninety da;ra. On Soptoa~r 19 

tho Ruu1AD& dopooitod opproxirndol;r $5,650,000 in gold vith the San li'rcnchco )ant 

!or the account of tbe Secretary of the Troa auey. Tho gold vas evontue.ll:r sold to 

the "'ea•unr ot t ho United Sta tu aD4 pq=ent 1n del lara racoind b:r tl:.o i'und. .Lt 

tho pr .. e.,t u,.,., tho Ruooiana atill ovo uo approximate~ $4,885,000 in gold. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn October 1, 1941 

TO Secret~) r.:or~entho.u 

S·lb jeet: ao,_uest f r ol:l the Secr etar;· for com:nents on survey 
released b:; "Conter.u.1orary China11 

Suo=ar~ of ~??ended ~~crsndum 

1. "Co:1te:::::-o='Er;" C"r.1na11 states t hat at t:.e cu:-!'ent ra te of 
co~::U!:l,.>tion , Ja; c., t:i"il l ~ave er-"ls.!lsted her reserves of oil 
n:1d Jasoline by the er.d of :_a.rc:-. , 1~~. 

7n1~ unjerest1~tes Japan ' s petroleQn reserves . Our 
ea.rl!.cr otu .. ~!.es in.::..ca.ted t .:c.t t :1er are probabl y su.:'fic !.on t 
!.or nbout a rear , r e.t..'!er t •. an for t .le six n• ont..its su..;:,;ested by 
~.c ;~oss . 

~ "Con te...:,orar:, c: . .:.nc." COllcluj,e~ tll!l t Jo.- an r.ill have used 
U ""'~ • .. ot' $tcc:;s of i.::!"Jorted i:"on a~~,.;, scrap bCfore t..\,.e end of 
t- c cc.r'l'ent :-car . • 

Japan me.:· e:::.s.u~ t Lcr 3 tocl:s or .:.t.'I!"~Orted iron ~'":d ~ teel 
·~e. o:'e t ... e c~d of t~is ;eo.r . :!owevcr, ::l~nce Japan is reducin.:; 
t ~ .c-:.mt o!' sera} ased in t Le .nL<turEJ \.1 th 9 ! : iron, her toto.l 
£~cc". o~ sc:-a_, ! . e ., :!O!'.!es-:ic as JJell as 1:n~orte;::, ::JaJ pos!l~':l; 
..... e .:n:..... :'!.c!e:::. :e:- :::l ;;ear . C1f _.ore !-l)ortn..~ce is ~er s:-:0!" ta~e 
of lron o:-e , pi_: i:-on, _a.."\_&ncse O~"e a..,d coal . 

;- . "Con te:r.:;. rs:~ C!c:ina" cl al;;,s t...o. t t .. e s ilk 1n!\:.s try "Jill ::e 
at least t,·;o- th::rds ruined ~e1:t spr!.n..,. . 

7r.1s conclusion see~s to be based on the pre- 1939 
1M:"Ol'ta.~ce of : orei.:;n ~r~.e te to Jo.;an 1 s ~1 1~: ind.ustr r . 
::l\U'~n , this ;•ear considerabl;r :r.ore t::ar. l':alf of Ja:an 1 s 
pro~~ction of s ilk is for do~estic consum~tion . 

h. "Conte:n? ornry Chino." sto.tes t:1c.t the cotton indust~ 
w:ll be operc.tin0 at 25 percent of normal ca;:acit:; n ext spring . 

7 .. ls est~:'. te is "Jro'babl; too low. Our fi ~1:.res sec:o: to 
~nJicate ~-~t if Ja?&n-~s cut off fr~ all non- yen bloc supplies 
cf raw cot;on, l':er cotto."'1 i!'l..:.ustr:· t:1ll 9robat:1~· b e oper at1n..., 
nt n;cut ;; ~s:-cer.t of ~or=nl o~t,ut L~ t~e ~ear ~~~urc . 

/ 
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It, however , Japan is able to continue obtaining suppl1 .. 
from Latin America, her cotton textile 1ndustrJ will have 
sufficient raw cotton to maintain production at more than 
50 percent of normal output . 

• 
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1. ;'i.J:;cs 

(vent to l. r· •.. hite by Lr. Fitzgerald, 

Co:~nont. by SecretaryJ 11How accurate is this?ll 

JAPAN'S P9SITION ; 
HBLD PRECARIOUS! 

Survey Shows That Econonlic 
Pressure May Foret Tokyo 

to Sue for Terms 

RESERVES BEING USED UP 

Silk and Cotton lnduatritt Are 
F aein& Ruin-Stttl and 

A ::.::~:j::.~::::.t .. 
tua\. .eonomi<! blockade ot Japan 
by f.e Unlltd Statta and the BrU..· 
lab CommonwuJtb lht'O\IJ'h Lhe 
•toppage ot trac1e t i\'U an lndlea­
tlon that lC thl1 b10eklde Ia main· 
talned beyond aht mont.h..l Japan 
,.1U ha \"e .. to plead ror an economic ! 
truce wlth. Amerlea a nd Britain 
a11d aue tor a mUU.a.ry armlaUc.e 
WUh Chlna.'' 
~ CU:r«nt. ~)'. Hlee...td w-1 

dAy b)' Cont.emporu y Qt.in.a, a 
rde~ 4icen t.Mutd e\'ery hto 
~lc• by tM 'f'raM.Padtlc: !'Jtwa 
Stn"ift at Rockd•~r Ccntfl', 
. ... l\1 contluatona on u.lYM•I 
or the t'l\•o moat \'i \11 ;ir ma · 
••t • l• tor Ja.pa.n, on and • el, a nd 
th t¥.'0 mo.t u.enU&l c:e In· 
d\ triu , 11ik a nd c:olt.on. 

alng- tlguJ'ta alnce Ul27 on lm• 
porll, ex-porLa and home produc· 
tlon or the war a.nd Pt•« ..,.n. 
tlal1, the •u..rvey ruche" four chll'f 
tonelw!on. Ulat roruhadoW ••· 
treme dl•trtat tor Japen. 

!;cptenber 23, 19Ll 

C.J:IIIa.-11• of a-ern• 
1. At U\e curnnt rate or eonaump­

Uon Japan •1.11 b.ue u hau1t.td 
h.er rtH~ oU and •uoUne 
by the lftd ot •~ nut ynr. 

2. At Use eurnAt rate <It COUWIIP" 
Uon Japan will han. UM4 up her 
at:oe ... Ott lm ported ll'Oft and &tHt 

' tte:rap before: the eftd of Dtc.em· 
ber \Ala year. 

t. n.e aillt lflctuatry. the mott tm· 
port,u,t tnelul'tr)' tn Japanne do­
mta\le .oonomy and toretrn 
tndt. will be a.t leut two·l.hlrd.l 
ruined next 9prin,-. 

4. The ~tton lndWilrY. u lm• 
,ort.a nt In the export neld u 
the allk lndu.atry, .... 1u be o~l· 
tnr a t 2~ per cent oc no a l 
upeclty next Sprln..r. 
EtUma Unr the conw mptlon or 

oU and ...-oHn• by J~ts-n -'-",.. tM 
wn •1th China at 3$.000.000 bar· 
hla a year. t.b• turny 'PG~nta out 
U\&l the &M.ual p.rocbadiOn ot' t.bU 
Ylt..l tMtui&J tll Ja.pan W'U leM 
U\aa a.ooo.ooo ba.rnla. wttb n pe:r 
eent ot th• wppJy com.ltiC" from W 
Un1te4 •tat..e &D4 lbe Nelbn~ 
Jndt ea. A oompari.on oc \he 
a mount ot on tmported by Jal)U 
" 'tth the rate ot con•umptlon r•· 
e\llt.a In an ftUmatc. th.at the J&JHl• 
.,_,. .. now do not ha\'e more than 
201000,000 ban•tla or oU In reMr\'e, 

.. l.oall'l& Uta Bloo6" 
"'Without the ~tlnual .uppl,y ot 

oU the Japanue: wa_r ma chine can• 
no\ ton& opuau:· tb• IW"Ve)' 
ata.tu. .. At prucnt tba\ wu ma · d\1'" t. vtrtlol&l\1 lUff t.riftl trom a 
Mrlol.la c:oou.nuat 1\emorrl\a.J~ 
eV"7' day loelte" a eoMid.tJ"IIIo\e 
a mo\11\t ot Ute ~ood. lf tb«'e Uf 
tn.n.efu.lion the madltM wUt \1 
to d .. Lh In tht cOW"M ot 200 da ... 

tn ttcutt:• on ~ Iron and •t el 
lnduttr)' the aurvc.)' point• out that 

1 • bout tO per etnt or t.be .crap nMd 
tn attel production ha3 eome from 1 tor•t&n oount.riu, mainlY the 
1Jnlted Statu. \ "81nee U\s atoc:b ot lmpo••Vd 
.crap and imported ore • r• rap\dl)' 
bdnl •lthaUit.ed. ad U lhc. United 
lt&tH dod no~ send • notber JIO'Ia.d 
of .c:np t.O J•p&n a.nd BriUib ) 1.• · 
la )·a and the Ptlibppt:nu r.ot &n· 
.u..r pow'ld or ore. tM Ja,pe.MM 
orodUetioo 0( tron an4 .teel tn U.• 
~~Ill' ,_,_ will .. ~ .. , I 
a t l...et. one·l:lalf,• lbe ....,..,e;, con· 
ttnu.._ 

The eJJk LDdu.try Ia "porUd to 
be tacln6 ndn a.eauM of Ja.pant .. 
dependanct upon tbe export ot 
a bOut to ptr «n\ of Japa.n'a ellk 
to the United SLatu, and t.~ cot· 
u,n lndl.lltry ll aaid to M fadna 
1tmlla r dlalnt~o bKautt DO 
cotton Ia produced In J a pan and aU 
raw material.a prevlOWily kve bad 
to 1M 1m porttd. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAr.Pept<nber 21>, 1941. 

TO 

FltOM 

.. ·;oct.: ~a~an• o petroleuM resources and her iron and steel, oi~< and 
=ot ton induotrioR . 

:.? !har;:> decline o= collapse in Japan 1 s i '"On and steel , nilk and cotton 
J: u~!.l"ics, nor exhaustion ~! her pet.roleur reaorves can be a."\tiei;mte'l within 
t:~-:- ~,.·:t, :·'!ar, unl'!l&O !\lrlhor :.:~t:-ict::··t Q.C:l::u.t'A:'; t l e t.3ke:n b"/ the nn~1-A.xiS 
Ct"U.~~r~"""' . ~e.~an•:: :::.ar;in o£ ::..1fet'!: i'.as bcecno eo r.a:-rcr. that i t -:re-\:l.d bo 
·~:-icx.lt. !o:- he:- ~o ~ako retalla~olJ cca~ur"s a.1:sin~-:. !u:th£-r act"!.cc3. rlcm­
~·:t:··, :..: :,;:.-. t. . ... . ~rc! the ;.llled cc·.mtri.et cupp].;: Ja:oan \"':it!l nccc~e&rJ rmr 

.-:.:·' ;...1~ , ~9r -.a:--:ir• or ra!ct:.' -;:ill corr,..t'!)ondinl:l:r niden, t~ren.::!hcnin~ her 
r-)r-.:.tion ·i.s-~vis tho G.nti-t~:is countries . 

1. J:l~ru\1 ::i r et:.e.t.V('! C\f nAtrnJ C\l.r' nrorhlct:J ~ro n;ob_p~'..l"t sui'fill!D~fg;_A,t.gjll 
ill. ''Nlr .:!~ the or!JP.P!':t .. ~~y£!_ of consunpt!2!:! . JGpt.n 1 u stocks of potr~lCW~ 
""~:·c ·ur. .. r, acc.,.:'<lin ... to M f'::tilr.o.te r:.at!~ ~· tl1io Division , ere probably 
·l~~e~ ':.~ 35 cillion barrel~ than t.he 20 nillion barrels Pstll:lateu by Contm­
r.ot"'•t:.• China. ~urt.hcmoro , '.":hi.lc her total eons\lr.:pticn is at.out 35 r.dllil'IH 
· rr!~ "lc:· :·""a!", :a,..'\nr~e rilit.~· consw:.ptior. o!' ct'!trel~, ba::"!Ci on l C:)S 
~t~, a--re-ate~ &11'~\.,_ l:! , OCYJ ,COO barrels ar.J'f1·~ . ':'herefo:-e, ~y !'Urt.ho:­
•·r~~ ll.r. ci·."il.ia.n co:'l~~"n?ticn , : he z.·.-ail.a~lc ~v., .... l·:. r-a::; n~~ be e,-.r.auot.e<: 
i .. :u ~:.r. ··~ar . ':he 1e"J~":TU -;n+ :..:s~ alrcad·· C.."".!'.t)t::.cce ~:-.:.t -:he t:.t;e o~ 
.... t,linr fo;. ~a::1s, t\::Jc~ .. _-.o p:-:. .... aat.e car~ !.c y:"Ch.i'.;it~ u."lloss ~pecinl 
... ,.:-:lsrien i:: :-~cc:.vcC .v.d the rat,io ot nlcchol tcir.- r-i::~ :r:.t:-. ·a:ollne 
.. :- :.,~•o!:'.obilco unl~c ht.c l ·C'n incrcr ~ed !'r·'r 15:~ t~ 20~ . ::oo:ever, tho 
r.ecflsci t :r t? ca:-eiully nurAG her cil supplS cr will act as a hmp~ril\"; c..nd 
,ir·it: .. u- !'actor on Jr.ptn ' r economi c uncl r.d..lltnr./ a.ctivitics , a.s lon ... oc tho 
..,,.rice..~, :'.;!-~ti~h nnd !);tch 'jove:n.,.,anto do not a.J.low Jap2.n to :impo:1i nrr,; 

~ ..... ...., "'~"'' rel~u."'\ o:-,..rJuctt !ro:*' t.he:..r reep~cti•·o countr · ~!: , 

: . • ..,.· .. rta~t.:.~l ·eelin..tJ.r- Ja.,:s.n_ ~P steel ..,~,.t·etion c:m be a."l~ici-oa~f\C tl!ll 
:"~"~!"''~~ ~~ ~~--~ · :. ~h~~.:t .. ,. e· .. ·.ro:l ar.d n.o,n-3.nerr ""='"!' 3.."1:! ecal. I!' Ja~ 

.~d ~!"~~c:.er.~ s-·:-?11~"~5- o! the:"c ia~crl~l:;, J.f'r r.Cc<.-- !or iror. ::.nC :-• eel ~era? 
""~~be c~:-.~Clt!·:el;lljt.tle ~:-~ce .ia~ ha~ t.:en rl'f:ueir::! ~=-~'! !r.~-!.tr.ce 

o; .. ~:--, !-""''n !r. t.he 3~rcl i:~d\l~t~· b-J incrca.sL.," her -pi- i.""'Cn Ci.7'3C!.~' tind 
u C:" .::::"''C'!:~.- r-\:.!n.'lCC':' !o:- thf:l "OnA hr2.~1t procrrO '-y ·,;:'1jcil !.ron 0!'~ !:CCO"""~"S 

• 
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.. .,.,.1 in or.o con~inuou~ proeer~ . Japan, h0\'/f'IV<'!"1 hafl depcndod upon non-:~cn 
' lnc toure« for !'ore than 50' of har iron Md mM:,nne:e o"es . Furthermore, 
•"~ ,nl p1·o ;uction i s provir,~ insu!'fic~ ant to rnllintain her entire indu~trial 
a"!Jne, a .Cnetor of "!'ecial irnporte.nce in thio connection Ei nco the in.-

t>-:N ~ ~,.. ucf" o~ the poor-z radeo Ja.pnnese and : o.nohurj..an ores '::oul1 r~uirc 
\ "ll "I"-' t.N <:tlllntitie• 0~ coal. There! or O 1 the depl•tion Of her stocl<s or 

rr:·ap iron ond rhel is ncr.t a significant factor •inca the substi tute rothadt 
1 "" r<><;ni:·~ • aterinls in vrhich Jal'"'" in far from seli-cui'fici~nt . J apan 

r t n"n bllU<:in~ up her stocks of ccr.lp and probnbly about :25·; o!' the 
• •n::!. '~"~· ;> r.illion tor.s of scrap im;>ort"'l !r<n the U. S . in 1039 7taa 
,.. th~ 1l.ect:'J""ulf.t:!.on of re::-crves . Tho~o etoeks , hcr.te·~·e::- 1 a r e not £U!'f1r1ent. 

",... :-~.SJ~· .lir. t.l.~ J3-;>..-mese steel i.ndustr;; :tt its !)r"::Jcnt l e11el o: prOOucin-; 
··' ~ -1lli~n tons pe::- year . £ven 1£ the avaUable sera;> can be consE>rvO..: 

~,.r ror<" ~ha.."l a :;Par 1 as is posdblc, ey rcducin"' the p(>'l"eenta,::e of scrap 
''""·• · t r.'l.~"-~ ir.e:·co."in' tl:e at:ount or r>i!: iron u.d iron ore utcd for which 
"· .. , .. n i r p•tcn r:ore dependent uron outside source!' than ""o:- f:crap • 

• ~ .. :·o :.•·:~ l:ncn a nur.:bcr of indioations or Japan ' s ahortaee of ra11 
· ~cr 'rlr, ntch ~s rerluc~icn in autmotlve pro<:uction , t~~e or!.orit:; t•oini'T 

i ".'':l ._,,.. i:-?n r.rer , '!)i.., iro!'l a:1d :;tcol in the nllceation o!' :hippine space-1 

'".!."' ~rr · ~ roh collcet~on cru:-~tair;n 'b~:."'W1 ltlot oprif'\t! rqstll ting in the "'ather­
in· \'t'l n~ '"O.il\·,~· carr, atcs , etc . 1 tho inc:-~:~tei.ne nur.\'hcr o! stcol art!olc: 
,;:,:'c-h m·ll nc. lon""er heir!. ... JTtam: . .ro.ct\.n·nd, tn•ch as razor blade!: and the Govern­
. . en!.' n i\•in" cort!)O."'l.Ciation for losocs inc\\rrod in 1mpo:oti.'1": t:anchurian pit; 
! ron . 

i"hc i.·on Ol·e :-esourct::- of occupied Chino, l..anchurill. lL'10 ":.he Japaneoc 
"p:r• 4!'C ".otcntiall.y cap3ble o~ ll'.eetir.g Jnp:1111 r need , tut J'lpt'l' hac been 

·:..~1~·, c t~ !\U!"ill ;:l.c.ns C'ade !'O!' increacin"" tho outpu t or iror~ or e . Cf 
c .... .l!":"f'!-

1 
1!" Ja!)O.n i~ t;iven access to tho recourc,:- of' the ~ritish and Ar.~ri.c.o.n 

r"1rr--
1 

rertie·l:l.rl:f the : ritish D:'.pirO SinCP it. iS the e!ti~ ~0\:..-ee O! 
-·~· J..:.· c !" iror. ore, pi· iror. and !"'.3l\C':t..ru:ce ore, Japan -:-d.ll 'he al'le to continuo 
~ ?:-u:vco at r.uch the !)::"'escn~ level t.he iron and ~tecl so nee<-ssar;,· fC')r her 

.. !" r.:t.c!U.ne • 

.., • '1,. J:'\n:-.n"f'" sil..1.t ir:d·.tstr t nhich etn'"'Jlo·rs apout 1/') o"" Ja-:>an1 s farr~!!!.:: 

.:::ulk£..~ !:'2.1'.!' ti'-:m ;:2o,pco p.clditional wo,.~e:.!.JE_the ?!'"'.;,.,' stp.;:.£!>., 
>;•or !S!J.mi..• ... but not disastrol!s .... !)isloeation o.s a result of ~]lo st2}1..""!:.& 
o Jt" ~X;>.9_;"_te To the U, S, ftinustbcrloEc<l that the silY. industr; is no 
l'>n"CI' nc corple~clj dependent upon foi'OiLTI I•.Biitet~, !'lainly the u. s . , as 
it l:nr t oen nntU recent ly . As a r esult or Ja:>M' o zen or al shol'tano of 
~c:;~HM, dcr.~otic conmJ.."l!)tion of sl.lk which before the war was l eso than 
1'; ~t ~roJuction h~~ tend~\ to incre~eo Qnd in 1~39 , £or the first time in 
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tho 20th century, domestic aUk consumption exceeded aUk exports. The 
aoverment, moreover, has been ateadil,y pur5\l1n8 a policy of reducin;: aUk 
production in favor of foodstuffs ey uprootin& oulberry gardens and aupplJ'­
in;: less sillnrona esga to the fams, while at the sane tille purchaaiDB aUk 
to <lAi.nt.ain prices. Under a n ew control schece adopted this SIZrler before 
the rreezl..ng of Japanese assets b7 the U. s., Japanese si;p< production was 
to be restricted to about 550, 000 bales. Since in 1939-40 about 400,000 
bales were dor.~estically consumed, and even greater quantities could have 
been used in vifl'l1 of Japan's textile shortage, it can be as8UII\ed that moat 
or Japan's current output of silk can be domeetieal.4' consumed, while the 
OovernmQilt could continue ita policy of bu;r1n8 the su.rplus. There is 
definite evidence that the Japanese are anxious to continue exporting their 
cill< to the U. S,, but tho main incentive cor.lea from a desire to obtain 
nuch needed products from tho U, S. , rather than need to maint.ain exports 
or !lUk per se, 

1. , A sharp curtaikent in the Japan cotton textile industt"/ in the near 
fUture is not to be expected unless ~rts of raw cotton both fror.I Latin 
America t<i Japan and troe. the u. s. ~ccupl8Cl cllliiA cease, Japanese 
cotton requirecents for 19~ are est:!Jnated to be about 1..600,000 bales, 
or 'IIIlich 600,000 bales are for domestic requiranonts and 1,&iO,ooo bales 
aro for textile exports . Latin America provides about 550,000 and China 
o.nother 200,000 bales. J.loreover, existing Japanese stocks are estimated 
at about 350, 000 bales . In addition, there is the possibility of sccurine 
l4rae quantities of raw cotton frcn the U, S. via Shanghai , Assw:dng that 
Latin America and China continue to be major direct and indirect sources 
of supply, Japan wUJ. be able to produce about 7Cf/, of her present output 
durin~: the next year. llowevor, the Japanese mq have no cause to ..aintain 
no.nufactures at even this lavel if she is excludocl from her important 
markets in the 9ritieh and Dutch D:>pires. Jn odclition she bas 800,000 
bales of stocks of cotton fabrics nith which to continue nuch of her export 
trade without usin~ her raw cotton for such purposes . I! , however, Japan 
ia refUsed access to all non-yen bloc sources of rlll'f cotton, her imports 
from China coupled l'lith available stocks l'lill be sufficient only to meet 
domestic cotton textile requirenents during the next year and this would 
meo.n decrea81ng the present output of the industry ey about 6%, Or cource, 
if Japanese teo<tiles are excluded from their non-yen bloc market but Japo.n 
continues to obtain raw cotton from Latin America and possibl¥ the U, s., 
aha will be able to accuaulate a reserve of raw cotton for fUture domeetic 
uee . 
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.AMI:II.IC.Aii COilStli.lS GiilliOP.&L 
SbNisJ>ai, October 1, 19~1. 

Pooition of .ber ic"" Bu.aU..aa c .._..ity 

SubJect: ill Sbngbal lt.gard1J14 tJzdted Stat u !!rade 

Control Keaeuroa. 

'tl!i Jm"OliPLJ 

Sir: 

'l!l!E l!ml!E'l!ARY Ol' s~. 
~/A.SI!lliCl'l'Oll . 

I have the honor to invito tho Depart ment'• attention 

t o the fact tbat tbe .arlouo trade control aeaeurea aa nov 

enforced on Alleric.., trade vith Sn••t;be' are aroulng llUCh 

concern over t he ability of American firma oper at ing In thie 

aarkat t o re tain their eetabllthed poaitlone - eYID oil a 

limited ocall. Looal repreaentathea of ouch !irma 

ezpreu enUre a~tbT with p reaant J.eerican policy 

dulg~~od to keep euentlal p roduch from ~rlendl7 con-

1\l111rt, aDd ban lndie&ted t blir readineu to coopera.te 

vboltbeartedly in a.cco:oplhhinc thie purpoeo. l!u.t they 

a.re bopaful t bat in doing oo, they may a till bo permitted 

to obtain outficlent ovpplieo troa exportable ourpllllet 

In the United St ate• to oer.e legitimate local needa and 

t lma aaintailo their pod tiona In tho ChiU trade. 
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lt ia quit e uoderatand&ble that the • rree:1ni" me~auroa 

roeontly applied to Chinn by the rroa.u.~ ~art~ent, vith 

t he auboequent reotrictlv• regulations for control of foreign 

oxobon~ applied by the Chinese Stabilization Board, &Lded 

to tho American export licenee requirement• already in effect, 

:,_n cnuoed much con.t\ldon among bulineoa 1'irme in Shang)la.l. 

and arouoed oincore miabiTinga re£$r4i04 their fUture opornt1ono. 

'i'ypifylng oot:.ovhat the preaent dhturbed feeling of the 

.Acer i can buoinesa co=it,r in SII&Jl,l:h&i 1o the encloaed 

1/ copy o! ~> letter or Septe!!lbor 12, 1941, to the k>erlcan 

Cbulbor of Couorce, S~ha1, from Hr. U. F. All..1Dan, senior 

partner in the Shang)la.l. .I.:Jerican law firm of .Ulman, Davioa & 

Kopa. In a memorandum t o the Ohl>mbor of Commerce commant1ng 

on l:r. Allcan'a letter, :-!r. L. R. Moore, Sbang)lai r epreoenta.­

ti•• of t ho Dupont Companf, erproooea a viewpoint videlr hol d 

by otl:er .Aaerlcan repreaentaU.aa here; a cop7 of Mr. Moor e' a 

2/ co&orana.ua 1a also eneloaed. 

~~. Allman's aoperaiona on tl:e adaini atr&tion of the 

China nad.e ACt are not shared by thl• o!tice. The d.eoirea 

or V.r • .Ulman and aoce of hia l oea.J. clients to obtain regis­

tra tion under the China Trade .let have at tim•• run counter 

to the 11m.1taUono ot t hat ACt , either in spirit or letter; 

to some extent t lus mey have engendered the critical tone 

l>doptod by hio in this connection. 
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···• GI'rdi n., other poinh rahed by :.r. J.ll=n, pe.rt!clll=ly 

in re~trence to t~e pooo!bllltieo of eontinu1n6 busineaa 

operat ion• under present reot rictiono, it Ia believed that 

his letter reflects the vievo of n lo.r..,e number ef k:er ican 

~~elneaa representatives here . Ti•ae representatives whole­

beart~dlr onaorse t he Amerleen Oovernment'a etforta tc confine 

the distribution of our produc ta excluoiYely to friendly 

ehonnela: but the=e i s considor~ble enxiety <hat teis polier 

cay be c:>.rried to a point ~here both friend 8Jld foe · -ill be 

cut off !roc sources or ~ply and that American business 

interests developed ln She.n.ghal t l.rou..;b C.'\ny year s accor.Unsly 

~ bo forcoi to close. 

~el.,.t i ve to l :r . Al lmP.n 1 o aaaortlon t hnt local Bri tiah 

flr~a are recelvin_ more liberal tror tnent fro~ t~lr Govorn­

aent control a~nciea than Amer ican f i rms receive from t heir 

ovn authorities, t~e inYest l~tlona o! this of:ice i iseloae 

little ~Tounds !or this bello! nt ' he p reoent tice: soce 

inet~Aees undoubt eUly haYe occur~ 1~ recent cont~~ vhich 

:l~t Justify oueh ~ viev, but ac&rcoly on t he broad basis 

icplloo. by :.r. All,...n. 

l>ince t he nenr-ter:n cott...Jerclr.l :oollc:r opplled t~ Slll!.ngilal 

by the A:ncricM C-overncent niU•t be cont1n,;ent on the con­

sto.ntly ch,..n_sint: political situAtion in the <'o.r Eo.st, it 

•••i!:l• ob•iou.a th~~ no a.aeura.ncea can be e;i ven to lotteriean 

• 
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bu.ol.neo• illtereato of this colllllllAity co,..ri1141 aey lo1141-t er:o 

peri od. It io belieYOd, bowe•er, thAt a policy on t he part 

of our Oo•ernment that would permit Amoricnn buoineoo intereato 

i n Shftnsb&1 to obtain aupplieo eut! iclent t o meet the more 

ur&ant current needo of their 1 fl"ien41Y" clientele might 

aafelY be adopted. Such a policy aisht aafeguard the e:a:.-

nt the • ..,. t iae undoubtedly would bo eonaidered by the 

A.aric&A trade intoreah, Nl4 alao by the local co=wllty, aa 

a c lear ia1ieat1on tb&t t he ir veltara 1a not bein& dhre;;arded 

by our Oonrnaent. 

'l!.neloourea : 

Reopeot fullY youro, 

!rank P. Lockhart 
American Conaul General 

1/ - Cepy of letter froa A1l.:>all, Dnneo 
& Kop• to J.aer1ean C!lallbor of CoD­
meree, dated SepteQbor 12, 1941. 

2/- Copy of colll.108nh t.y ~!r. L. :S.. Moore 
date~ Septonber 17, 1941. 

Original and five copiea to Pepartcont . 

Oopr to Emba•ar . Pe1p1ng. 

Copy to Conoulata O.neral, Rons O:oy. 

Copy:lc:11/27/41 
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:ncloaure no. 1 t o despatc·~ no. :;'90 o: .71'.1A: P. Loc=rt 58 
.>::uicAD Consul C~neral at Shanshal. ~ted Septe:ober 27, 1;141, 
on t tA subJect: "Poai t ion of A:erienn ~~i~••• Ce~ity 
in Shan~ ne~ing U.S. Con•ro1 1:oaaurea.• 

ALLI!Ali, DAVIo'S .U:ll !COPS 

The American Chamber o! Co~no ree, 
209 Foochov ?.ond, 
Sba~hai. 

Gentlo.,.n, 

September 12, 1941 . 

I vonder 1! the present ia not ~ eppropriate t1%e to 
con aider, or plan for, tha future of .Acerican trade 1n China! 

Altho~ the Britioh have boon en~d in a tull-dreao 
var, Zr1t1sh :.arci\ants l .n China hr.Ye nenrt helesa &"'ne ahead 
••Hh the :procotion of variouo Coi!I!)Nliea &114 d.th particuler 
refer ence to the textile induotry. You have prouably noted 
the ucut la.ree increl'.se in capitaliza tion of the China 
~otton : :Ulo , Ltd. This 18 juot 11n oxa:uple of 11!lat has been 
bapponin.;; dul'ing the pe.•• four yearo in spite of we.ro here 
t.nd In 1'urope . ~hese COE:!pl<ft1et lu.\ve been incorporated under 
tho hongko~ Ord1nancoa nnd it can be taken for granted that 
co.pital for the coat part is fro1o CUineae soureee . ':'he 
rearork• ltiAde l'erein are not in tlJl7 mnnncr to be considered 
nt cr1t1c1am of the Br1t1s:1 but, on the co.atr&ry , aa admira­
t ion !or t heir f creoigbt and bo1dneoo . By lncorporl'.ting 
theoe companies under the r.o06kon~ vr4i nancea the Eritish 
3re plccin0 t~=eelves 1n e pot1t1on to control, or at 
~eaat to influence, trP~e vhencYar tradi~ con41tio~a be­
co~• ,oaai o1e ?r easier. Eere flCn1n, they are •o be admired 
Cor tnalr fortuiti!t. 

~. contrasted to this foroeisht and bo1dneao t here 
apj)ttu'l to be too aw::h tit>id it:y on the part of k:er icanc. 
both in official anc busine .. circ1ea , In ret,-=0. to the 
F:t.r .-ra t. I natoai ot bol dly p l r.nni"" expansion t here "''" 
been too QUCh of e tendency iu re t reat. Soca of the eocp3n1ea 
pronated under tho lioft6kong Ordinoncoc referred to abo•• do­
aired to incorpore.te unde r the China TrM t Act . l!o~<ever, 
durin~,. tho past four years comt>tu~iea nt temyt i nc; to incorporoto 
under the Chin." Trade Act have me t >tith not only en un­
a)cptthctic attitwle but actual hottilit:y. It iB already 
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kllown to t he Chasoer tllat th1• Act vu for a lo~>& period 
coaplotel¥ 06botaged by ref'uaal on t l'.e part of t he officinlo 
to act on appli cationa for incorporati on and =attere befor e 
tC.a. 'l'be .ilet itself 1o a oimple otr&isht!orward law and 
! reo of technicnll tieo and red t~pe. Companies operating 
UAdor tho law end applieento for incorporation have neverthe­
leol boon diacouraged by unroaaonable interpretation and b~ 
r o&di llj! into the law tocbnioalitiu and rod tope that do not 
oxlot i n tho law iteel!. Oonaoquentlr, people who uouall¥ 
incorporate etill f i nd it more dealrablo and oimpler to do eo 
under tO. llout;kong Ordil11111cea. 

Tr.e Chaober itself io bel~& ioconai atent 1~ a~'lsslon 
of r.omboro. i!lth ito left band it edalta aliena a.a r epre­
aantetivaa of ~rlean cocp&nlea, while • i t h ita right band 
H exclude• firma which 1t conai dero not to be nU!'o }.:ryan 
Alooricen. Tha CJoa:~ber o,.;ht to eneoure&O h~riCan firma t o 
o:zploy .borlcano, or at leaat ~nt to .dept & policy of re­
ciprocity 1n t his regard. It wollld be intere&tlng to know 
1! &D)' aingle Acerican ia a member of &D)' no~erlcan Chamber 
of Couarco &ll)'Yhere in China. It vollld bo i mpractical to 
inaiat thet all eaplo)'eeo of American flr.UI in China ahould 
be ACioricN>e , but the fact remnlna t hat llmor103n firma are 
far more prone to employ non-Americana than are other nntion­
alitiea. 

It ia atill probably true that trade follovo the flag, 
and inatoad of tryilljl to run Amorleana out of China thoee who 
are here should be encoura.~d to remain and ~ore brought in, 
1! at all poaaible. The evacuation of Americana f rom dangorouo 
arau are presUJ:lB.bly on two grounda: (l) tC. ir aatety; and (2) 
to ann the St ate Deoart ment trouble aDd wor:C. l!oat Al::erlcana 
are probably willing- to take tO. hazard• of tC.lr trade to­
;setbar with the hazards o! the place where this trade 1a 
carried on. ;.s to t he validltl' of the aecond r e.. ... son, it apeak• 
for ltaol!, 

Al:ll>ther 1 teo that he.a soma bear i nc on our f oreign trade 
h t he policy of tho .borican b&Dl<a. ';!thout meaning 60¥ 
crlticiao of the local etaffs of any of t he•• 'banka, the 
!act remains t hat there i a a certain amount of r eoentment in 
commercial clrclee at the somewhat illiberal banking policy 
followed by thoee banke. If we 1&¥ a eound f oundation for 
expnnaion o! trade, aa we ahov.ld do , our 'be.nka should 'be 
alloved to opornte a little more freely and to have more 
identity of inter~at wit h tho commercial lntereata in t he 
!lolda whore t hey operate. ~o put the matter bluntly, t here 
h a feeling that no~erlcan bi\Oka vlll si"e .,ercho.nts 
be tter treatment than tba Amer i can banka vill give tC.m. 
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In t he math r of export pormih and rut rictod co ... od1t1eo, 
ve get the 1~reoa1on t hat tho Brltloh, althouch engaged in a 
tull-dreu war, are gol D& to greater etforta to oUpplT old 
cuoto:oero than are vo. Brltloh firma and old cuotcmora here 
can otill get both raw •torlala and tiniobed producta from 
Canada and other Brit loh poaaooalono, and oven from ~. 
On tbe other hi\Dd, tbe 1/nitod Statu 1a olapl7 prohibit~ tbe 
export of soae lO&torlalo and b&a ..ado t be obto.lniD& ot export 
l iconoea reopect1D& cortain other coc:oodi t 1eo oo difficult aa 
to amount to actual embarno. Certo.lnlf, all (IOod Amer1cano are 
in oympat~ vitb our war effort s, 10t thio ohould be tampered 
with a a1ncere effort to mainta in our c~atomoro and connection• 
in t he interooto of our future foreign trade. 

1/o all know ho>t the t'ermana have penotraded commerciall7 
into alooat every countey, and, &aide from their political 
ce.pora, the;y will no doubt hold on induotriall;y and coo­
=•rciall;y in moot ot t heoe countriea. Hero in ChiJ>a the 
O......,o bed. and pr obabl;r otlll !lave, & veey otroD& coo:oercial 
coc.nectlon with the Cblnooo, and even with tbe Chi::teoo Govern­
mont. f be1r connecUono w1 t l> tho :!l.niotey of liar wore ver;y 
clooe, and oa;y otlll be tor thot matter, vbile tho Japanese aro 
t,'l'abbing oft ever;ythln« in ai;;ht by force or W e.n;y other 
manns that occur to them. The l!r1t1Bh Government is c«reying 
on an activo economic warfare and tho commercial information 
collected thro~h thia pho.ao of t l>e Vtu" lo llkel;y to be of 
more use in peat war co:opetltlon than in t ho •~tu.nl present 
conduct of the war. :;e, on t he other hand, do not seem to 
be meking an;y epeclal effort to maintain ex1•ti~ t~e. lot 
alone t o..ardo developiD& poot war t r aJ.o . 

;;, have " ""'-" the l/n~~at and Cotton Loon, tho Stabilization 
Loan, and are now aivoncing tunda andfor utoriala under the 
Leaoe-Lend Bill. !!avo we An¥ aoau.ranee that theae oomevhat 
altru.laLic antorpr1oeo will not benefit tho Ge~the Japaneao, 
t he Bri tiah and everyone elae ao much or more than our own 
nationals? It aoemo very pooai blo tr~t the Lend-Leaoo 3111 
provides the actual meana for Groat Britain to CArl')' on her t rade. 

~~~n we rtortei in foreign trade aeriou.ol;y abou t thlrt7 
;:earo "60 tho infant 110rtalit;y 1n our torelp> trade ventures 
waa ver;y higb. Peroorveraneo. however, duriD& thoao th1rt1 
:;earo has given uo a respectable volu:oe of foroip> trade and 
it 1o 11!> to e>orchNlto and proteasional men t o .alntal.n and 
expand aaoe. We can count on no eubatantlal holJ> !roo 
diplomacy. A:!er leana bad little to ·~ about tho eventa load.­
iD& ~ t o the !lrot world war. Jievarthaleoa vo pai d voey 
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l.al'&eQ' for that var. In the 1nterTOniD& 25 yoaro A.merican 

d1plo~:JSC1 hao oec:a.io.....U,. ra1114 •t rnropou ani 'ila:r Eaotern 

diplO"""Y· For the moat p.-rt, tbia .AmeriC'"n TOlce baa ae"'l7 

been one in the vUdornooa. Le;:Jc of eanior ani decency in 

European and i'u :Sutam dlploi!'ACy b&a nov 114 "" to tba eocond 

world war. llo one I"'• to be a flnanoi.-1 &eniu to find out 

veo 1a fiOlDg to p.-y for thia aecond var. 'to help A.morica pe.y 

tor bot h or tlleae varo forooign tr.-de will be juat u aeeoaoar;r 

aa do~ootie trade, and the aoonar morobanta and profooaional 

,en take a o~ronrr etaDli in keopiD& eolll!loroe froa beill6 choked 

to de~tb by bureauerae;r and red tape, whether doaeotie or 

lotorn&tio~. the better. 

\lith the ever i1.cruaing off icial reotrlctiona on trade, 

oo"e of "hleh &re liable to baeo~Je perl18llont, whether &Qod or 

bad, ""d in view of tb& pluo t b&t a:e bolD« ca4e by other 

natlonalo to expand t heir trade in China, 1o it not ti.,. t ""'t 

our Cb8<:1bar eonddered t ba matter and urged the romovl\l 

w1lerevor pooaible or undue reotrict10111, do~ red tape 

Bgonolea, or other hindrances to our tr.-del Aloo, to deYioo 

or c onaider plant ~or trad• expace1on rather t~ acquiesce 

in '"":~' vltbdraw&le of A.mericao hutneaa or poreone. 

Youre very t~, 

u. '· Allu.n 

Copr:lc:ll/27/41 
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:Ucloaure llo. 2 to ciespatch no. Ji'90 or ?riUilc p. I.oekhart. 
Consul General a t S..:anq...e.1 on "Poc1.t1on or J... .er-ic.e.n !ustneaa G2 
~o=itll' ln Sha:!:o;ll&i ;!e61'J'd1ng U.S. ':r&do Control ~!oa.aures. • 

Co,.,.,nu of Hr. L. R. !!oore, S!wlpl ::o.na;;er for E. I. Du 
Poet ell !ieo.oura & Co., on r:r. Allman'a let.ter of iSepteober 12, 
1941 , to Cbtlmber of Co=erce, Shangllal. 

Shanghai, Septembe r 17, 1941 

1·\r, .Ulman'• viowo are importMt a.nd too groat extent 

t41 kcll' to tbe fUture reate in our continuing to oupply China 

( ineludi DC Occupied China) with certain material• and aervi ceo 

botweon nov and the end of World Uar No. 2. China la nov 

prMtlcalll/' ohut off from ! uropean oourc .. of aupp}¥ and Japan 

io t oo bedl¥ off meterialll/' t o lllllto U:J> the deficit, ao if 

ChlM la to got e modicwo of the foreii!D tiOOdo which ol!e requlreo, 

lt will ~ve to como lar601Y from tho United Ste t eo. 

It la ""' un:ierotandiug tllat an important group i n the 

ChU!Ig!cio,g Government 1& op:poaed to gi vine; tony aaahtance to 

Shan64al, on the grounds that t hio port ' a actlviti oo e re of a 

p&raoitlcal nature. I underat and aloo that our Gover,..•nt de-

llr•• to reatrict auppliea t o ~batlgbal Ylr:, drca~tcall¥ l est & 

trel\Ouro fnll into the lwllie or a potential ono=>Y sllould a broa:: 

occur in t he Pacific. •noaa !>ro barrier• wbic a i f cloael;y guarded 

will otrMgle ~heon.;hal quic:Cly, and Shan.;hal la dtor all a till 

t he dlotrlbutius point for the oajor part of tho forei_:n g0oio 

which f i nd t heir ~ into t he interior of China. I ~~ blghll/' 

i n f:\vor of controlling t heoe operat i one , to p rnent exeaaseo , 

but I aoe no benefit accruing to anyone by atlning t bia co._ 

merci&lly and industrially i cport8Dt por t. 
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a 1o to be expected tbat people IIWit ouffer prhaUOila 

during time of war, therefore, China cannot expect the free 

tlov of tooda of normal ticeo. Tl~ Cbineoe, particularly in 

t<M ocoupiod eroao, have been euffering t beo e p rivotiona for 

more tlw> four yee.ra alread7. It the Ohunaldng Gonrnment and. 

other De.,ocratic Povero vent ~he oupport of tboeo millions of 

people in t he occupied areas, i t oeeco to co thet t hey vould de 

vell to gin the::~ s. little uterial aupport. lleglect cay be 

j ust t ;,. otm v tbe.t vill throw thea into e:, other camp. 

On the queation of ~er of Sb&n&hei etocka falli~ into 

t ile llawlo of ""' unfriendl;r power, I think the conaequencu of 

ouch an OTent are exa;;gerated. 1 t 1a indeed likely to happen, 

but if it did , the reoulto aa far ae the outcome of t he preeent 

war would be insignificant. According to Cuatoca ate.tlatica , 

recorded importa int o Sr•IWghei durillg tho year 19110 nnd Jen\1&1')'­

J ul)' 1941 vera US$15&,000,000 and U.S. $120,000,000 reapectlToly. 

Included in tboee !!.sure• are toxtl.le .... teriala and. !oodatutfo, 

inclndl.ng vinea, spirits and. tobacco, .,..,unun,. to US:;>lOS,OOO,OOO 

for t he ;rear 19l.O and. US$71>,000,000 for t he period Jan...,..;r-Jul)' 

191~1; in other wordo ciothl.a..; and. food. It 11 roaoone.ble to 

believe thAt there would not be more ~~~ the equivnlent of one 

year'• importo in atock at nay one time. The United Stateo ia 

rapidly approaehin{l a var effort of US$4o,OOO,OOO per da;y, e.nd 

l.n the next year or tvo obould be ~ to n figure of US$50,000,000 

dally. Great Britaio'a ve.r effort ie eetimated at US~IIO,OOO,OOG 
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lll\il.T, all4 la l.ncrosaing. Modern var!-.re la baaieall¥ a material 

conflict. S~hai'• entire otoroo, i! requioitionod by an 

unfriendlY power, would be inoigoi!icont &I tar ao the var ia 

concerned. 

64 

A. modiCUII O! ouppliea will do IIIUCh towtt.rd prnentiDg Sr.angba1 1 o 

decq, will ouotain, l .n a manner. thooe ~ncieo which hue helped 

t o make it tho important buoinooo center i t lo and p reserve ao:o 

r;ood will an.l. preati&o for tho tllture. The rlak i nYolved 1o 

olicnt co::pared with risks con!rontin& wo eloevhore. I ·-•t 

that we <:oop t r.e ~~&tter be!oro our Stnte Departeent reprooentativeo 

: opi ocl b;y: JCB 
Co:oparocl with: ?.J.l1 

Copy:lc:ll/27/41 

( •&d·) L. lt. ~!oore 
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I.T. lll7/257/41 

Dear J.lr. Dietri ch , 

ll!UTISH E!.!l!ASSY, 

TIASHimTO!I, D. C., 

October 1at , 1941. 

I haTe Just receiYed eopiea ot the fo11ow1ag 
docwoeota 1o coonoetioo with the treesin~ br India of 
J a!)l'.neoe ru>d Clllnese aneta•-

1. l!otitication dated 28th Jill¥ iotroduciog 
!Zle 92C ioto the Defence ot India Rules. 

2. Notification dated 28t h July under Rule 
92C f r ee•ing J apaneoe aooeto. 

3. Not ification dated 30th July under Rule 
92C freezing Chinoae ao•eto . 

4. Circular of :Reaorve l!aok of India dated 
26th July r elating to Jopaneoe and 
llanchurian accounts. 

~. Pre•• Co~ique dat ed 26th July. 

6. Circular of :Reaene llaJilc or India dated 
20th July (T 30th) relatl.n& to Chioeae 
accounts . 

I think you would like to haw the enclosed 
copi es for your recorda. 

Youra oiocerely, 

(o) \T. Ritchie 
~. Frank Dietrich , 
Room 279, u.s. Tr easury Dept . , 
lfaohington, D. C. 
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H 0'.1' U' I CAT I C!i, 

Simla, t be 28t h July , 1941, 

llo. 95&-0R/41. - In exercise of the po!'Oro conferred 'to' 
aect ion 2 of the Defonco of India Act, 1939 (XXXV of 1939), the 
Central ~oTOrnment i o plea.ed to dir ect that the following fur-

GS 

ther e.mendment shall be made in the Defence of I ndia :Rules , D&I!!O]J'I-

After rule 92B of the said :Rules, the following rul e ehall 
be inserted, naoely1-

"92C. (1) I f t he Central ~oTernment io of opinion t hat 
it is neceaaary or expedient so to do for oocuring the defence 
of !ritish India or t he efficient prooocution of war, the 
Central ~..er=ent aq Si Ye general or apecial direction• 
prohibiting, either abao1utely or to ouch eztent ao ~ be 
opecified in t he diroctiona , tho carrying out of any order 
g iTon qy or on behalf of -

(a) any State which me;y be speci.fied in tho 
diroctiono , tho Sovereign thereof, or any 
person roaident therein, or 

(b) any boey corpore.te which 1o incorport.tod 
under tho lawa of that State or ia UDder tho 
control of that Sta te or tho SoToro1cn thereof 
o~ ~ pereoD rea1dent therein , 

in oo far aa the order -

(1) requires t ho poraon to wnos the order is giTOn 
t o make aey povment or to pert wi th any cold or 
aecur1t1ea, or 

(ii) requir ea aey cht.ngo to be made in the persona 
to whoae credit any aum is to atand or to whoae 
order any BOld or oecuritiea are to be hold. 

(2) If auy poraon contrannoa any di rection ginn 
undar this rule he a hall be puniohable w1 t h illprioo11110nt f or a 
tono which~ ;xt ond to fiTe yeara , or with fine, or with both.• 

A. do C. ti lLLLU!S , 
Secretary to the ~OTornment 

of India. 

Power t o 
prohibit 
action on 
certain 
ord.tra u 
to gol d,etc. 
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NO'l' Il' Ic.u' I 011. 

Slala, tho 28th Julf,. 1941. 

!lo. D. /C.-1859-l./41. - In exerche of the power a conferred 
by rule 920 of the Defence of India Ruleo, the Central GoYern­
ment io pleaaed to prohibit tho carryin& out, except wi th 
perm1ooion grantod by or on beb&lf of the Reeene Bank of Indi a, 
of ~ order g i'fln by or on bebalf of -

(a) 8J'I¥ of the Steteo apec1f1ed in t he Scbedul.e 
&nDe:<ed hereto, the Sonretgn thereof, or 
8J'I¥ penon reaident therein, or 

(b) 8J'I¥ boq corporate obich 1a incorporated 
under the U.o of 8Jf¥ of tho a&id Stateo or 
obich 11 under the control of azt:r of them or 
of 8J'I¥ person resident therein, 

1n oo tar &I the order -

( 1) requires the peroon to whom t he order 1o 
g1Yen to make soy payment or to pert with 
~ gold or securit1eo, or 

( 11) requ1rea &nlf chan&• to be made in the peroons 
to whose credit &QY aum ia to atand or to 
wboae order &nil sold or aecurit1eo are to be 
eo lei.. 

(1) 

Schedule. 

!he Esroire of Jatl&D, 1nclud1uc Japan proper. Xorea, 
lormooi., Xara.tuto, J(wantuuc baaed territo.,. and 
Iolande in the Pacific under Japaneoe lla.n<late. 

(2) !he Republic of China (lla.nehuria). 

0. J:, JOliES. 

Secretary to the Go..ernment 
of India. 

• 

6? 
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l'DW!Cl: II!PA..~. 

l!O'l'O'I~TION. 

511:14, t he 30th J~, 19U. 

No. D./0.1911-F. - In exercioe of tho powero contorrod 
IV rule 92C of the Defence of Indie. Rullo , t ho Oontre.l 
Government ie pleaood to prohibi t tho carryins out, except 
1>1th perm1aa1on grented IV or on behe.lf of tho Reeone llank ot 
Indie., of &QY or der giTon bf or on bobe.lt ot -

(a) Chi ne. or all)' per aon roaident therein, or 

{b) &QY boq cot;>Ore.te which 1e incorporated 
under Cldoese lelro {including tbe lara ot 
all)' terri tory fonoing put of Chine.) or 
which b under the control ot China or 8liJ 
person resident therein, 

in oc tar u tho or der -

( i ) requir es t he person to whom the or der is 
giTen t o make any payment or to ~rt wit h 
er:q gold or aecurtt1ea, or 

(ii) requires~ change to be za4e in the persona 
to whoee credit any eum io t o ot e.nd or t o 
whoea order all)' gold or oecuritiee e.re to be 
held., 

except that the followin& are :;:enoittod -

( i ) 8Z1/f ~nt in the otorling aroe. e.utborised 
l{f the Natioaal GonrDMnt of t ho Republic 
of Chine or an:t poroon d~ Gllthorioed to e.ct 
on ito behall. 

(ii) Tranafera into or out of 8Z1/f Chinooo apoc ie.l 
e.ccouoto which m&f bo oet up under tho ordero 
of the Reserve llanlc of Indie.. 

C, E. JO!:ES 
Secretary to tho Government of India. 
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:usan liUII or um.t., 
:lmbenp Control DepartMn\, • 

Olrftlar ~. .l, P. 51 

!o 

~ .... au, 
0Blllli1SI .lOOOUIIJ!I, 

Jalllte arl a4'till4 tb&t tho followl.ac rootriotioDa han 'boc 
1J!po eo4 'b7 the Blann Jalllt of 11141a oil Ohinlll t.ooo1mh, 

(a) aco01mh ot all poroono o.r firao roaident 111 the 
lllp>.'bl1e of Cllina 1Doludi"4 tho llltarlll'oUOD&l 
Slttl-nt ShenP.' or acooUilh of all firaa &114 
OO'IP"'"'"" 1Dcorp0rate4 therwl.n or ur.4lr tho 
CODtrol of reaidmlh 1A \b.UI torritor1 .. &114 
oport.tiDC in 1A41a are to 'bl 'bloolol4. 

('b) the7 ~ boDOnr o'bll.ptiono ur.4lr oontinoo4 ore41h 
opono4 on or 'before JOth Jnl7 lglll on 'blh.alt of 
pereone ate ted iA (a). 

(o) th17 -.,. aco~t 'b1llo or pa,- ohlquu draw 'by parao111 
JDOnt1one4 in (a) and pr .. ontl4 'b7 roe1a.nta in India 
or :aura wbo 'beouo bol41ra for Tal.UI on or before 
,oth Jnl7, 19111. 
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2. !h.a followl.ng aoOOWita are IJ:lii!Ptl4 but aro releaae4 for ~ 
Mnh wl.th1A tbo aterliDg ar• onl71 

Jalllt of OMoa, 

!ho 11&t1ooal GoYerlllllnt of the lllp>.blio of Ohioa or 
&117 aceD07 th.aroof • 

J'or tho u .. 'boiAC tbo es.pUon aloe -.ppliu to th.a acoounh 
in India of OMnoee braDChl l of autbor1114 a.a].era in foraip •llllb.AAI•• .,., 
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}. Applieationa tor priTate r emittll.nce> to China. should be 
refused. Oomm8ro1al remittUleee !M-Y be credi t ed 1n rupees or 
aterl108 to any account exempted aa atated in Paragraph 2 or to 
a bloek~ rupt< nccount ot a rceident in China, 

l!, The printe aeoounta of Ch1neae reai~onta in IndiA are 
unrutricted. 

-: ( . 

5. ':he atat~r.ent in Para. 2 thAt the accounto of tile bacltc and 
eo:tce·rns na.ce~ there1.n 23&3. b6 relett.ae6 tor ,l)ay::ente within th~ 
1 terl1n,;; "'""" rteanc that trancfero :aa.y only be Clade f rom tllece 
acco~t• t o tLC 8ccountc of recidentc in the aterl1ag arru. or to 
another of t h• exempted accounts sta t ed in tr.at l~~Taph. Amounto 
may not be tranet'erred from an exempt ed Ohineae rupee account to any 
unex.apted Ohincoe account or to the account of any r eaident ln any 
ot her country outaide the $terl1ag area, 

Youro ta1th1'ully, 

( Sgd) 0 . SUlrah:.anyaa 

p, ASSIS"'..i..:T CO::'l'ROLIZR, 

Copy:cJ :hr:lo-~41 . 
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PllllSS COIIIIJlllQ.tll 

!l'he Ruern llanl: of India. h&a iao\Lad inetnotione t o all 
banka that e.oeounta of e.ll poreona or !irma reeident in the 
imp1re of Je.pe.n (Jape.n proper, Xor •. roZ'IIO•· la:r&futo, 
~~twit; IAaeed Terr1tor'J', 1ale.llde in the Pe.oific UDder 
Japanue W&nd&te) &nd Republic of Ch1D& (llaDcburie.) or the 
acco=te of a.ll !1rlla ud co,.,..mu incor pcratad therein or 

? 1 

under the aontrol of reaidenta 1n the ae te:rritoriee and operntlnc 
in India eh&ll be bloclood. Banke h&n b.., iofol'lle<i th•J' ...a:r 
hono\LJ' t heir obllp.tiona under confil'lled nreditt opened on or 
before the 26th Jul7 1)1-11 on beh&lf of ruidenta in theee 
co=tr1ea &ltd may aleo accept billa or por.:y ohequ.ea drawn b:y 
ouch pereona proYided the:r are preeonted by ree1dente in Incll& 
llho bec&l!ll holder. for v&lue on or before the 26t h Jul;y 1941, 

Pr1T&te romittBnaea to the eount r1aa mentioned in the 
prartoua puacraph are no longer permi tted &nd remittancea re­
quired for cor:-.•rcioJ. p!lrpo .. a he..,. t '> bo credited to blocked 
account a. 

Permi .. ion will be giTan on appl1eat1on, to pe:raona or 
firma of Japanaae n&tion&llty to draw re&eonable requirement. 
fro11 their b&Dk e.ocounta for liviD~ u p enaea or in pe;ygont of 

• &••· 
J&p&neae banke are perm tted to make ~nt in reapect 

of contr&eta entered into on or before the 26th Jul;y 1941 &nd 
&leo to operate the &ecounte of cuetomera reo1dent in Indi& &nd 
not of J&p&neae nat1ona.l1t;y, 

113SSRVB lWlX OP lllDU., ) 
Centr&l Office, ) 
Bomba;y, 26th July, 1941. ) 
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IIESIRVE B.t.l<A: 0!' Illlli.L 
Central Office, 
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CIRCULAR NO. A. D.55 
lzcbanco Control Dopart .. nt, 

Bomba7, 26th July, 1941, 

!l.'o 1111 SCheduled :S..Dko, 

llea.r Sir, 

Japa.nea• and II&Deburiu Aeeounto. 

l!eJlko a.re adYhed that the follorlJII reatr1ctiono b&Ye 
been iopoaed by tho Rosene llank of India on tho abon aeeounto. 

(a) t he accounts ot eJ.l persona or f irma re a141nt in t he 
l:mpir e of J&po.n (Jape.n proper, Korea, J'ormoaa, Karafuto , 
i1:10Uihllj! Leased 'l'erri t ory, ialanda in the P..citic under Japo.neee 
l.!andate) o.nd Republic ot China (!.!&ncburia) or the ..ccoUnta ot all 
firmo and compe.nieo incorporated therein or under the contr ol of 
reoidenta in theoe tnritorha and ope.rat1111 in India oball be 
blocked. 

(b) l!aDka ea.)' bo110:.1r obligations Wl4er contirmed credito 
o;>ened on or betoro t ho ~tb Jull' 19'11 on bohalf of peraons 
atat ed in (a) . 

(c) they ma.y accc~t billa or pe.y chequ11 and drafts dra c 
by persona mentioned i n lo.) and pr eeented by reaidento in India 
who became holder G fer value on or before t he 26th July, 1941. 

(d) all unconfirmed credits ehould be C&Zlcelled. 

2. AppllcaUono for private r eilll.tt3l!Cea t o placea DUed in (a ) 
abou should be r etuaed and com>erc1al r emit te.nceo er edi ted to 
bloc:..ed accounta. All appliee.Uona to c red1t blcc.ted accO'JJlto rill 

require the priYione appronl of t he R11en1 l!aDk and the full ....,. 
and addre .. of t he bene?iciary 11111at be CiYen in oe.eb caoe. 

) . Perclioaion may be ~o.nted to Japanese peucna IUid firma to draw 
rea sonable requi rement. t or l1Vi14! e:rpenaeo or -payment of 116&81, 

with the prior approYa l of the ReserYe Bank. 

4, A cop)' of a coiDIDUill.que ieoued by the Reoerve Bank of India in 
t ho :oet~er 1e encl oaed for your intorm&tion. 

Tour a tat tht'nlly, 

tor m:l't1i'T com:aoLL£R. 
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LE<lllriOJ OJ SVEm:ll 

bJO Jittb !YOant 
llov York, 11. t. 

Ootobu 1, 19111 

l!J', L, Ver.,.r ltDob 
nee Pr .. iclent 
Je4eral ll.eMrn BaDic of b w Iol1< 
low tol1<, 1., Yol1< 

D .. r l!J', ~DI 

JOr J0U7 11lfor.at1on 1 bee to quote below a 
tolegrua cl&tocl. tocl.a;r, recotYOcl. fro• SYOrtco• llikab&llka 

IRJXSJ!A!i!<1!!f$ llUIIIIO ~T!l roll llOLL!ll liOTIS 
1'0D.U J!EllUcm) FliQI 11,15 to 3. 90' 

Thl.o ob&Dp 11 oauoocl. b7 tho prooont tr..,-,ort 
cl.1tt1cult1oo llllcl. the low rat .. pron.lllllc ill Swihorlallcl. 
lor dollar notea, · 

11.15 • . 24<>963 

3· 90 • ,2561110 

( Sip4) 1!, ~Cap&.~ lOll 

llu11DC rate tor dollar cable ti'UIIfero 

11.10 • . 238663 
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.r- II I ;.r-, .Lll I 

• ··- - .. .., __ .... li:U ...... DieS 

.,.. 0 1, lMl. 

0"_. ~ •• ... '· ··-llallol -..u -... 

C)='_. ~ ........ ( .. ,.,.), ··-llallll -..u -.., -
• ..._, Ia tM .trs. el V. CIIW el IWt, ........ , D. &:,, .. ~- .. .., ... _ .... ,.. ...... 

7lr ...... et tM Ill .... , el ftnr1 

.•. !1. Dalle'V 

u.t·r: al. 
D1o~r1but1on r 

The S.Cretaq ot Stat&. 

~-. Q - t ~'-· . 
·- ...... retaq ot Ia~. 
The Under S.Crataq ot War. 
The .Uobtant S.cret..:.q or lar . 
The Cbiet or Statt, 
llr. Harry L . Hopldrur, Lend lAue Adainiotrator, 
llr, ... S. lnudaen, Otfioe or Prod110tion Jlanaa-nt, 
The Cba1run, Britioh SUppl7 Council 1n llortb .&aeriea, 
lludcot otti eer of the War Departllent , 
Doronoe lld D1Y111on. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 7 6 
INTER.OF'l"ICE COMMUNICATION 

DATE October 1, 1941. 

To Socrotarr ~orcont~ 

CO NFID ENTIAL 
••ow Mr, Dlotrlcb 

~e,l otored oterllng tranoactlono of the reporting banko were ao follovo1 

Sold to commercial concern• 
Purch&aed ~roa co~rclal concern• 

£ 71,000 
£175,000 

cr tto lattor uount , £125,000 reportecll7 ,..prooenh procHdo of ,...,blne17 e:<porto, 

Open &OUl<ot otorll...: held steaq at 4. 0}-l/2. The oDl7 repertod truoactlon 
conthte4 ot t6, 000 a old to a cocaercial concern. 

In Yew fork , clool ...: quot~<t looo for t ho foro! go currencleo llotod bolo" wore 
8 1 !ollOYII 

Cuadlan dollar 
Argentine peeo (froo) 
Bratlllan ollrelo (!roo) 
Colombl&n peoo 
Y.oxle&n peoo 
Urugueyl<D peoo (free) 
Venezuelan bol1Yar 
C11ban pooo 

11- 1/4:' dhco110t 
.2}47 
. 0505 
·5775 
. 2070 
. 4425 .noo 
5/l b'fo dlocount 

l'r.ere WN no gold tranaact1ona conauamated by ua tod.aT. 

1'l:a l'dor&l 3eaone ll~Dlo: of liev York reportel!. t hat tho Sank of Canada ah1ppo4 
~2, 4J2,000 Ia gold fro• Canada to tha Tederol for acco110t of tte Gonr,.,.nt of 
Ce.naU, for oale to t b.e liew forlc Aaaay Office. 

Spot l<Dd f orward oll•er were ai58h> fixed In London at 2}-l/2d and 23- 7/ lbd 
rupoctlnlt. The u. s, oqu!Yalento wore 42. &7; and 42, 551· 

The 'l'r tl\111171 1 pllrChaae "Orleo for fo,..lgo ollnr wao unchanged at 35¢• lle.nq 
and HAr:an°o oot tle=oot price- ! or foreign oll•er vao aloo unchanged at 34-J/4¢, 

Wo oade two p11rchaaoo of no .. p rod11etlon ollTor a=o110tln& to 500 ,000 ounceo under 
t ho su .. r Pw-chaoe Act , .1.11 of thlo ollnr came from Pol'\l, and wao boucht for 
forward doliTory, 

Tho Todoral Re oerve !auk' • report of September 24, llotlng depoolto of banko In 
--• Ia vl tb t ho :.1v 'forlc aceneles of Jap~<Dooo banlco, ohow d that ouch depoalto totaled 
• So, ; S} , OOO, a decline of $373 , 000 alnee September 17. .l.lao reported were aelocte4 

\. ltomo !roa. t ho atat.,.ent of tbo Tol<olwoa Specie liN>lc'a llev York A&encr; tho onl7 
• rpr t clable chaft&O !'.ore -• a decline of ~5b9,000 ID U, S, 'l'reat'IIZ'J billa a nd co­
::erdal ptpor vbl ch t bt .o~.&~ney bolda for acCOilDt of oatllto 1n J&p~<D ~ l'.ancbDrla. 

• 
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G-2/2657-220; lio. 507 II. I. D., lf.D. 11:00 A.ll. 1 October l, 191.1 

SITUATION REPORT 

I. Eastern Theater. 

Ground: Strong Russian counterattacks at Leningrad con-
tinue. 

Russians continue to hold western portion of 
Oesel (faare) Island and Daso Ialand. 

Russian& continuing their strong defense at l!al­
itopol and east of Poltava. 

Air: D.N.B. dispatches said that strong formations ot Oar~ 
man tighten and bomers had panatrated the entire Russian !rant yu­
terde¥ and attacked railw~ facilities and troop concentrations with 
destructive effect. 

Moscow claims heavy Rumanian air losses in the Odessa 
area. 

II. \'/estern Theater. 

Air : The British admitted strongest German air attack o! 
recent d~Principally centered upon Newcastle. 

British action was said to have resulted in larp 
tires in stettin and Hamburg. Coastal Coa:>and clai,. attacks on 
ahipyards and oil depots at Nantes, and St. Nazaire wa.o again bolllb­
ed. 

III. lliddle Eastern Theater. 

Ground: Native Ethiopian troops have !or some d~s been 
harassing Italian forces in the Gondar area of Ethiopia. 

Air: Air attacks on North Africa , Sicily and Sardinia were 
announced as renewed. However. no spocific objectives "ere announced. 

RES'mlCTED 
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October 2, 1941 
11:05 a.m. 

kE Alii '1'0 RRTTAIN 
(Conference held in }!r. White' s office) 

D!'t3Pnt : 

.. 'hile : 

.-.1 c?.s : 

··hi t e: 

?t\· .. ley : 

Yr. Bewley 
Mr. Keyes 
Mr. Coe 
J,lr. Hicks 
llr. Ball ant,yne 
llr . Chance 
l!r . Robinson 
l~ . Brown 
Miss Ki stler 

We have a brief agenda and i t shouldn' t 
t ake us l ong to get t hrough with it . 
You are getting that data t ha t t he com­
mittee asked for? 

Yes . L~r . Bedey and !.!r. Chance will see 
oe later. 

'•',hat hu been the progress on the transfer 
of plants? You remember the last time Sir 
Frederi ck Phillips sai d t hat they would go 
ahead with t he details oi\. the t . 

Do you know v.hether they have made any 
progress? 

No, what happened was that Phi llips was 
going to speak to Mr. Jesse Jones about 
bringing in some mo r•e. It is now eleven 
billions , as I understand it, in addi­
tion to the fifty- five or seventy mill ions 
that is alr·e •dy under considerati on. 
But as I understand, certain arrangements 
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hobinson : 

.hit e: 

'.ot!nson: 

··."hi tc : 

:·.obinson: 

.. hi te: 

.•.o bin son : 

- 2 -

had been made about the seventy million 
dollars. 

7 9 

''.'ell, we have been keeping after these fellows 
and we have gotten to the point now where 
we have given them the fi eures on two of the 
larger facilities and every time t hat I get 
in touch with them they are ~~rking on them. 

'!he Curtiss •:right people came in to see 
me a couple of weeks ago and had a talk 
about it . I called again yesterday to 
find out what i t ~as , but nothing had been 
done. So I think two things ought to be 
done . One is that the thing ought to be 
speeded up on the things they are actually 
doing and the other is , the base ought to be 
considerably broadened. 

In other words , they are only attempting 
t o work on two out of eleven different things 
at once, and the1•e is no reason that I can 
see why they shouldn' t working on five or 
six of them at once. 

How much have you got t o date ac tually? 
How much cash has actually - -

7.e have gotten the ten powder fecilities in. 

That is all? 

That i s all. '.i'ell, excuse me . V.'e have been 
getting some on machine gun contracts, but 
those 

Let 's see, hoVI much was that? 

In facilities those r.e re about twenty-four 
million. \'ie haven ' t gott en i t all back yet, 
but those I consider f i nished because i t is 
jus t a ma t te r of working out det ails, and 

• 
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White: 

Be11ley: 

Robinson: 

':Yhi te: 

Robinson: 

l'lhl t e: 

Robinson: 

\lhite: 

Robinson: 

9ewley: 

Robinson: 

- 3 -

and th9. t is coming back, and we count it 
as having come baok. 

Have you received - what portion of that 
have you received, actually? 

80 

I am. not sun what figure we have received. 

There have been about three or four million 
come back. Two of the plants they are doing 
piecemeal in that they are passing over 
tools as they come in and on one of those 
two they turned over the plant as well. 

On the other two they are waiting until the 
plants are completed and they are going 
to do the whole thing at once. 

Then they have actually in cash some three 
or four million dollars? 

Oh, yes, they have actually gotten some in 
cash. The things are signed and the proce­
dure is worked out . 

And they have got about twenty-eight 
million --

That is going along. 

I n the bag, so to speak. 

Yes, definitely in the bag. Ther e is no 
question. That is why I have never been 
thinking about that. 

){mphia, how lllUOh ia that? 

Twenty- one million we have already gotten out 
of twenty-five . Really, I can say we are 
going to get twenty- four . 
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White : 

Bewley: 

Robinson: 

Bewley: 

Robinson: 

Vthite: 

Robinson: 

- 4 -

Well, that is forty-five -. certain, of 
llhlch you han already received t went y­
two? 

!bout twenty- five . 

Now, there are two others . 

What about Vultee? 

81 

Vultee, the contract with the ~has been 
signed and I am advised that we will get more 
money, which is about eleven million, n thin 
the next - oh, llithin three or four weeks. 
It just has to go through the mill in the 
Army and get the actual paying people to come 
through, so there is no reason why we shouldn't 
get that. That is eleven. 

!nd you will get that all'l 

We will get that all, I think. I don't 
believe there are any deductions for that. 

Remington Rifle and Savage, which aggre6ate 
about fifty or more, look pretty good at 
the moment • 

The Army has all signed the contracts up. 
That I am talking now, not facilities . 
I am talking product because Remington ia 
one of the facilities that the Defense 
Plant is proposing to take over, but it 
hasn' t gotten to it yet. 

Savage is one of the ones that are new. 
Those I think you will get , maybe not the 
full amount, but we will get pretty nearly 
the full amount . 
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Whi te : 

Robinson: 

V.'hite: 

Robinson: 

'fl'hi te: 

Robinson: 

Vlhite: 

Robinson: 

'Nhl te: 

Robinson: 

Bewle;r: 

82 
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In other words, this ohsrt that we had the 
other da, - this ohart that we had the 
other da;r that we presented is substantiall y 
the same in so far as the certain or &Lioat 
certain column is concerned. 

So far as the probable column which ...... 
four - the facilities , fift;r-fi ve .tlll .. , 
that is just as probable as it was, and BO 
more probable, and no less probable. It 
is just no turther along. 

Which fifty-five is that? 

That is the eleveB original companies . It 
cost them sevent;r-nine, estimated recovery 
at fifty- five . 

And that is s t ill - BO progress has been 
made on that? 

Exactl y where it was . 

Now, so far as that point goes , what do you 
suggest might be done to put increased 
pressure on that? 

I think the only thing that can be done is 
to have Kr. Jones advised of it. 

To have Kr. Jones - -

In his own organization, because that is 
where it sits . 

It is in his organization? 

Yes . 

Kr. Jones or the Ordnance? 
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The Ordnance has nothlne to do with it. 
They have agreed and said "Sure" and they 
will give them the take-out letter. 
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Mr. Jones has agreed in principle some time 
past . Therefore, it is a question merel y 
of administerin~ tt somewhere down the line. 
I s it your feel1ng, based on your familiarity 
wi th the problem, that there is no re~son why 
the thing shouldn't move faster? 

I don' t see any reason. There are two 
problems . One is , they have to check over 
the accounts . They have to send their 
eneineers out, and the second is t hat 
t here is a limit to their personnel. 
I suppose there is. And the number of things 
they can be doing at once. But, at the 
same time, no progress that I have been 
able to notice - they may have been doing 
something - has been made since our l ast 
meeting, which I believe VIas more t han about 
a month ago. 

Let 's go back further than that . How -
they have had this under review, under 
examination --

About six months . 

For six months . Now, what portion of that 
six months , in your recol l ection, was taken 
up with determination and consideration of 
the hi~her policy? It wasn' t six months when 
they f1rst decided to do it. 

I t was about Apri l , wasn ' t it? It was about 
April when Mr . McCloy had the meeting with 
Aw. Jones, and at that meeting I believe 
Mr. Purvis submitted a list of these companies· 
About April, approximately. 
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Well, it is six months since it has been 
an administ rative matter, and from your 
familiarity with 1 t , you see no reason why 
it couldn' t be done in a shorter time? 

8/l 

Well, you see, if we didn' t have a proto­
type, then there might be some obJection to it 
bUt Tennessee Powder, and the machine gun 
plants are perfect prototypes. 

Then it is a question of bringing this to 
the at tention of Mr. Jones . 

That is right. 

And we might ask Secretarr Morgenthau to 
speak to Mr. Jones about 1t and see what 

As a matter of fact , if I recall correctly 
the l ast time we had it up at the committee 
here, that was suggested as the next move . 
It was left for Sir Frederick to speak to 
the Secretary. 

But I thought the Secretary was going to 
speak to Secretary Stimson with reference 
to tha.t... _ - . 
I think that is right . 

So it is past that stage, and it may be 
necessary to call it to the attention of 
}.{r. Jones, whether by the Secretary or 
someone else. And that if and when t hat 
is done there is every reason to expect that 
that fifty million dollars will be avail­
able. There should be no hitches there. 

Not that I know of. 

So it is merely a question of getting it 
down. Well, that takes us through all the 
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transfer on the old program, and i t is 
your feeling, Yr. Bewley, or is it your 
knowledge , that Sir Frederick felt the -
that in view of the delay on the others 
t here was no reason - no use in bringing 
att ention to the other items, thirty- one 
million dollars? 

I think he felt we might make a little 
progress with the fifty-five millions 
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before pressing the smaller additional cases . 
I think that was rather the feeling at 
the meetin& that we had better get some prog­
ress on the outstanding ones first . 

I thought that you felt that they might go 
along all together, but in any case --

He may have mentioned it to Mr. Jones , 
for all I know, but he didn 't tell me. 

If I may sny so, 
Frederick should 
principle. 

That is right . 

t re idea was that Sir 
discuss it, at least in 

In the hopes that the prinoiple might at 
least be agreed and then the d etai1s follow 
along. That was the point. 

I don' t know whether he spoke toUr. Jones 
or not. 

I see , Well then, in discussing this matter 
with the Secretary, if he does see fit to 
have someone take it up with Mr . Jones, he 
will confine himself to the earl ier amount s, 
because ~e are not sure the other amount 
has been discussed. 
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I think that is right. 

The supply contract transfer program. 
First l Pt me report on the items that the 
Secretary was to speak to Secretary Stimson 
about. 

Yes. 

Assistant Secretary VcCloy twice has urged 
or requested that he be given just a little 
more time before the matter be taken up. 

This is the hundred millions? 

That i s the hundred million dollars. And 
the last note v1as only a few days ago. 

He was still asking for more time? 

Just a little more time this time. He is 
getting to be naturally a little more embarras­
sed about asking for it, but I don't know 
that the little more time will bring any 
results, but what it will do is, it will 
hasten the time at whi ch Secretary llorgen-
thau will take it up with Secretary Stimson, 
so that in one sense there is no progress 
and in another sense, there may be something 
going on that we don' t know about, but 
Assistant Secretary VcCloy feels very keenly 
on the matter, apparently. Can you throw 
some light on that7 

My information yesterday was that McCloy 
has final ly given up and that he is proposing 
to write a let ter --

I see . Indicating that there are no funds 
available? 

That they can't !ind the money to do these, 
and when he says "these•, I think he means 
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the t ank and tank engine ite~, which are 
pre-Yarch 11, the airoratt ite~ which are 
pre-Karoh-11, and the approximatelf_ thirty 
million of tank items since llarch U, which 
you mar recall we thought there were forty 
million dollars worth in the Ordnance, but 
which has since disappeared, 

That totals more than a hundred ldllion, 
doean't it'? 

Yes, that is the forty - well, tank and tank 
engines, forty-tour . Well, forty and seventy­
four is about what we had in mind, plus 
that great big batch which we have left off 
this chart completely now, the hundred and 
eighty-odd millions . 

In other words, we hoped that these tanks 
end tank engines, those two contracts prior 
t o )(arch 11, which were matching orders, 
which were forty-four, we hoped that something 
could be developed there, and also hoped 
that something could be developed i n the 
thirtr millions of t ank contracts to replace 
the Slllce l!arch 11. 

(Kr. Brown entered the conference) . 

So that problem seems to be very black, 

That relates to the forty- four. 

Approximately seventy-four, yes, sir. 

Now, there was thirty more than that. 
There was about --

Well, there were some more a.irplane engine 
contracts placed since Karch 11 for about 
forty more. 
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Yes, that made it a hundred and t en. 

Arout a hundred and ten. 

Now, of t hose the1·e is - the total 
are up to aate out , on the grounds 
there is not the money available? 

of those 
that 

l'iell , I believe that is the ground, because 
I don't think there has ever been any objec­
tion in principle . I think the difficulty 
was that so far as the pre-llarch ll group 
was concerned, that it was a matter of taking 
it out of regular Army Ordnance items. Not 
Ordnance, but Ordnance and Ai r anpropriations , 
and they said they couldn ' t find-that . 

So far as the subsequent 1!arch ll i s concerned, 
there is nothing left in Lend-Lease . 

Have you r eviev1ed the si t uation suffici ently 
so that you would venture an opinion as to 
whether you think further examination might 
reveal items about which the re is doubt 
as to their availability or not? 

Well, I of course only know what I am told 
when I talk to the people on this side, 
ana I r.as told some weeks ago that the 
forty million dollars which Colonel Aul'and 
was originally said to have earmarked for 
these take-overs since the ll.arch 11 con­
tracts is no longer available for that 
purpose. 

Yes . 

And I was told, as I say, yesterday, that 
Mr . McCloy is now of the view that it is 
not possible to dig up anything out of the 
regular Army Ordnance . 
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Well, that is the situation to date, and 
the next thi~ l si it is to be placed in 
the Secretary a hands . 

lly understanding ia then that the Secretary 
will take up the matter with Kr. Jones 
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and when ~. McCloy says the tlae is ripe, 
he will take up the utter with Kr. Stim.son, 
is that right'? 

Whether he will take i t up personally 
with Mr . Jones and --

Well, the Treasury will take it up with 
Mr. Jones• office . 

That is right, and make inquiries , I 
think thet he will take this other mat ter 
up with Yr. Stimaon on receipt of the letter. 

I should rather not go on record about the 
latter, because it is just what I was told, 

Then that information will be forthcoming 
in due time, but apparently the Secretary 
will heve to take 1 t up. 

Now, the Todd ship contracts. I understand, 
Kr. Brown, you definitely sq ther are out. 

I am afraid so, sir. I spoke to the Maritime 
Commission about it, and they felt that they 
would not be able to do it on the basis 
of leasing the ships with an obligation to 
purchase at the end of t he lease, because that 
really amounts to a time sale, and they didn't 
feel that they were either legally authorized 
or - to do that, or should do it as a matter 
of policy. 
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well, the legal problem is something that 
I imsgine is a question of fact . M a question 
of policy, do you feel that they have got 
~sound ground>for holding that it would 
be unsound policy to make an arrangement of 
that character? 

Yes, I do, because it is a straight financing 
proposition . I didn't say this to the Mari­
time Commission until I bad heard what their 
decision was, but what it would amount to would 
be that they would use their apvropriation 
to take over ships which the Brltish were 
alreadf getting under their own contracts, 
releas1ng t hose dollars to the British and 
then sell t he ships back to the British 
again at t he end of the period of time. 
So it is a straight financing operation 
which is not within the jurisdiction of the 
Mari t ime Commission, and I think their feeling 
in that respect is - I mean, if 1 had been 
advising them I would have - -

I see . Well, let ' s approach it this way. 
Had these ships been oil burners there would 
have been no question about taking them over. 

No, sir, because i t would have been perfectly 
justifiable. The MAritime Commission funds 
are being used to buy ships which are and 
will be in addition to the American Merchant 
Marine, of a kind t hat we use, that fit in 
with our program and are consistent, and 
then it could have been leased to the Brit­
ish under the express and clear statutory 
authority. 

And then they would have had these ships . 

Then we would have had the ships, and had the 
kind of ships t hat were necessary. 
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Then let 1 s raise this hypothetical question, 
because I don 1 t quite see the whole argument­
of their position. Let us asswne that they 
would have no use for oil burners after the 
war, as many oil burners as they have got . 
On grounds of policy now, not grounds of 
law, on grounds of policy do you think that 
t hey ought - they would be wise in taking 
a step which would give them oil burners 
which they couldn' t use? 

I think that might perhaps be soJH question, 
but I would say it wae an infinitely 
easier position to defend than the other one. 

But at any rate, if they knew definitely 
they couldn't useit on the ground ef hrg•je~ 
of broader policy and from the point of view -
from the fiscal point of view of making 
expenditures on commodities which would be 
of no use to them, as against making an 
expenditure on a co ,IIJiodi ty which would have 
a salable value, it would seem to be some­
thing which they should take into considera­
tion which might affect their decision. 

Definitely, but I think that their position 
with respect to the original proposal, wbich 
was based on the unders tanding that the ships 
wer e oil burners, was that they were willing 
to ~o along and help out to give this dollar 
rel1ef and could do so in a way which they 
could reasonably defend. I don't think they 
ever would have initiated the idea in the 
first place if they had been left alone. 

U~ll , what I am moving toward is this 
thought, that it might appear that they 
are defending a course of act i on which 
would be more costly to the United States 

-• 
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Government than some other course 
of action, proT1ded this assumption 
holds, and we will want to examine 
that assUllptl• i n a moment, name­
ly, that thef will need all the 
oil burners that they are going to 
build and have built after the war. 

They are not defending the course 
of action, Mr. white . They are -
because they are not going to 
do it and - but they were prepared 
to take the risk of defending that 
course of action, because they felt 
that they could go that far and 
not subject themselves to -
not put themselves in an un­
tenable position, but they felt 
that to take over ships of the 
type that they can' t fit into 
th.eir program at all, which are al­
ready available to the British 
Government, and then to turn thea 
over to the British Government Ill d 
have the British Government agree 
to reimburse them - or to buy them 
back, was so clearly a function that 
should better be performed by some 
agency like the RFC, that they didn' t 
think they could go into that field . 

92 
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I am rau1ng this question because 
I thought if you \'tere at all impressed 
with that line of reasoning you might 
want to reopen the case with them, but 
I take it that your position --
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I would hesitate to because I got turned 
dovtn so cold --

Your position is t hen t hat they can 
defend their position, that they may or 
may not need those oil burners after t he 
r.ar and nobody can tell . 

'.iell, the:r aren't taking that position 
because t he fac ts don 't exist . 

But I say, therefore they mny or may not 
need them and therefore they say we are 
getting something \'thich \'te ma;r need, 

Sure • 

t!OI7, when you introduce t he question of 
them gett ing something which they lm011 
they can't use , then they are on less 
defensible grounds i n thei r argunent , 
in their legal argument, though from 
certainly a broader perspective it seens 
far more dubious that they will r.eed all 
the oil burning ships they v;ould get . 

I think they are worried about the «<uestion, 
'"-iiby did you do t his thing at all?" 

I take it that you gave tlu:m the answer to 
that . 

Yes, but t hey appreciate the force of t he 
objective ue are trying t o achieve here 
and I t hink they wouldn 't rtant to be given 
coal burninc ships end t he proposal that 
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the British should buy them back again a. t 
the end of the emergency. They would not 
want to answer that question. 

You feel, then, that their opinion is 
sufficiently de.finite so that it is not 
worth while re-opening it? 

\'/ell , I feel that -- yes, I do, I would 
hesitate to re- open it because I don't 
think they would like it a bit . 

Do you have any feelings on the matter, 
J.!r . Bewley? 

Well, obviously I am not competent to 
answer the point on this specific caae. 
What we feel is that we need these dollars . 
Various ways were suggested and if this 
~articular way is impossible, it is 
~possible, but it makes it much more 
difficult for us if each of these ways 
falls doTm in turn, which does seem what 
ia happening because we are told on the 
other case that there aren't any dollars 
available to the War Department on the 
facilities . I don' t say i t has fallen 
down at all but to say, have I any views, 
I have . I would like to get the dollars 
somehow or other . 

I ca.n appreciate that and I em wholly 
in sympathy with you. \'t1la.t I meant was 
whether you have any views in the 
pa.rticula.r transaction which might 
enable us to seek a. justification for 
re-opening the case with them on the 
merits of the particular case and not on 
the pre-supposition of our entire interest 
in the case , I didn't know but what there 
might be some angle tha. t had occurred to 
you that we might have overl.oked, 
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I find it rather bard to e.nswer in that 
particular case. But, as I aay, it would 
be much easier if some of theae things 
could go through at least . 

Well, I quite agree with you. 

It is all of them falling down together which 
is so disappointing. 

Well, we will have to report to the Secretary 
that this is definitely out. 

I am afraid so. 

Which, as you say, may increase the necessity 
for pressure on other things. Were there 
any other developments that have occurred 
since the last meeting that you would want to 
raise? 

I don' t know - do you think we ought to bring 
up --
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There is a point not related to that . There 
was one other thing which is also on the 
negative aide. \7e had e.n idea that we could 
have taken over under the old Lease-Lend a 
comparative!¥ large n11111ber of machine tool 
contracts which had been placed since ~ch 11th. 
We thought they were going to be good because 
in the categories of the Lease-Lend i pprop­
riations Bill the machine tool one dian't 
aeem to have as heaV7 a drain on it as the 
rest and there seemed to be some money in it. 
Well, sane of these requisitions have been 
put in. I don't thinkmaey of them have. But 
lt has now bean discovered that there is 
no longer any category of machine tools in 
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the ori~l Lease-Lend thing so I a. 
afraid at is another thing that is out . 

White: Row much did that total? 

Robinson: About two million, as I recall it. There 
were a great quantity of little ones 
which were all committed for since 
)larch 11th. We figured that the clear 
ones where there was no <JUestion of 
priorit1 was about two ID.lllions . It ia 
not put in the list, but it is one thing 
we were hopeful about. 

. 
• 

Brown: It m&'f interest you to know that at the 
hearings on the Appropriation Bill which 
have recentl'l been concluded, the question 
was specifically asked whether an1 of the 
seven billion dollars had been used to 
take over British commitments existing 
at the time of the orifinal Lend:Lease 
Act and also further t e statement --

V:hlte: Pardon me, what was that? 

Brom: The question was speoificalltaasked whether 
aD1 of the Lend-Lease money d been used 
to take over British contracts existing 
at the time of the passage of the statute 
and also the gentleman stated, 8And · 
further it is not contemplated that aD1 
of this new money will be used to take 
over~ British contracts, present or 
past . • 

Robinson: Is that the question? 

BrO'IIIl: That was the question, and we are at 
present working on the answer to that. 

l:hlte: The first lart of that question was asked 
of lir. Bel , if :you remember, 
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Yes. 

Mr. Bell did not answer it. 

No, llr. Stettin1us antwered it. 

They have submitted a similar queation 
in writing? 

No, they just asked later on the aaae 
kind of question with r espect to the 
new bill . 
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When you said you were considering the 
answer, didn't you give an answer at the 
time'l 

Yes, but you are always at liberty t o 
correct your answers . 

Did t hat first question, Win, apply to 
commitments as well as before? 

No, the second part of the question did. 
That is what bothers us .· But you see that 
that point was still in the minds of the 
Congressmen. 

But is what you are saying that the 
procedure of machine tools particularlJ'; 
placing - trying to get it under Lend­
Lease 1fi th an interim commitment in order 
to be quicker, will not work in the future? 
If so, it will be extremely avtkward on 
machine tools. I don't knon that it is a 
matter - -

No, I don't think we have cmmoitted our­
selves in such a way that it would not be 
possible to work it . 

(Discussion off the record) . 
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sro1111: It is correct, as far as the seven billion is 
concerned; we have not used anr of the seven 
billion to take over the British contract 
commitments existing on llarch 11th. Same 
contracts have bean taken over which existed 
on llarch 11th but we used a billion three of 
the ~· e own money, transferred out a billion 
three in those cases, and in the cases of 
other contracts the only ones that we have 
considered have bean ones where there have been 
uncompleted negotiations at the time of the 
passage of the statute, although they may have 
ripened into a contract subsequently. 

Uhite: Was there anfthlng else that you had in o.ind? 

Bewley: Well, llr. Patterson, as I understand it, argues 
that it is illegal to take out anr contract. 

Bronn : That is Maier Patterson, not Judge Patterson. 
We have ha disagreements with him before. .. 

"" Bewley: i~t is your attitude on that? 

Bro1·m: In our opinion, it is legal for us to use all 
the seven billion dollars to take over British 
contracts if we want to, legal. . But at the 
approtriation hearings on the first ! pproliation 
Act, he Director of the Budget and !Jr. S imson 
gave an assurance to the committee that as a 
matter of policy it would not be used to take 
over --

Bewley: Pre 1!arch 11th? 

Brom1 : Pre J.farch 11th canmi tmants . !low, as a. matter of 
kllcy a.nd to meet that moral assurance, 11e 

ve taken the position that if you have a. 
cO!IIlli tment on Ma.rch 11th we can't help it but 
11e see no lefa.l obstacles; there is nothing in 
the statute hat would prevent us from doing it . 

Bev1ley: ¥fua.t about t hese specific oa.ses which Ma.jor 
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Patterson bas raised? 

Well,. Ma jor Patterson ill just wrong. 

Well, how is the conflict going to be resolved? 

Well, tbat is a matter which is now being taken 
up between the higher authorities concerned. 
\'le have a number of oases like that where 
people in the legal staffs dollll the line in 
the various departments have raised questions 
as to Lend-Leaseability and of course the 
responsibility for determining that question 
lies with us because we are the agency charged 
with administering the funds . 

And what you want us to do is just to do 
nothing'? 

Just let us know every time you get one of 
them and we will take care of it . 

I see, and you don't want us to do anything 
more? We have told you and that is all there 
is to it? 

That is all you need do . We will take care of 
it. 

\Vhere is Patterson? 

Is he in the Judge Advocate' s off ice? 

Yes, 

Kades, do you want to say something on the 
tax convention? 

I thought I might bri ng you up to date on that. 
The convention bas been agreed upon by Justice, 
State and ourselves. Upon the concurrence by 

' 
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the London authorities it oan be submitted 
to the Senate for ratification. We are simply 
awaiting confi rmation from London, Mr. Rose­
borough is in accord with us. 

Is it definit e that it has to be ratified by 
the Senate? At one time the suggestion was 
made that it needn't be. 

That is a possibility but - t here is a legal 
possibility but as a matter of policy it was 
decided by the Secretary of State t nat it 
should be submitted to the Senate. 

I see. 

Incidentally, in that connection I don ' t recall 
whether between the time we had our last 
discussion of the tax convention and now, the 
question arose as to the broadening of the 
convention to include Burma and the various 
dependencies of the British l!mpire . I think we 
ua have i t up as well as our own dependencies . 
In view of recent developments it has now been 
decided that we will limit it to the United 
Kingdom and the United States, Alaska and 
Hawaii, not including the dependencies or 
possessions of either the British or American 
Government . 

I can only add to that a brief telegram, the 
text of which asked London for a very early 
reply. 

We are also caning in to a position where we 
will be submit ting a Canadien tax convention 
soon. That is an additional reason why we 
thought thi s should be submitted1 because the 
Canadian convention definitely snould be and 
it would only raise a question if we submitted 
the one without the other . 
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You have here an item on dispoa&l of trusts . 

That was in connection with a letter that Kr. 
Bewley wrote you as to the reasons why the 
dollars hadn't been utili,ed through the sale 
of trust assets. I think we ouscht to have 
some additional information on that because 
on the basis of that letter alone it seem.e 
to me ··our position is weak. In the first 
place, only one trust ia looked at and it all, 
of course, turns upon the nature and the 
conditions in the trust -instrument. llso, 
if possible, I think we ought to have the 
opinion of counsel on that trust. 

English counsel or American oouneel? 

There was an opinion, as I understand it, fram 
t he American counsel to the trustee stating 
that the trustee could not invest in British 
securities . He must have rested that upon 
the terms of the trust instrlllllent. We don •t 
have either the trust instrlllllent or his opinion. 
It may not be necessary to have both, but he 
might be wrong and it might be that the terms 
of the particular trust on which he was 
passing were peculiar and weran 't the same as 
the terms of the other trust, and I don't see 
what basis there ia for a&Jing that i.f this 
trustee resigns the court wouldn't appoint an 
English trust. If the beneficiaries of the 
trust asked the court to appoint a British 
trustee and the British trustee were willing 
to submit to the jurisdiction of the court, I 
don't see what possible objection there would 
be except that the present trustee obviously 
doesn' t want to surrender a very lucrative 
truat. 

You surely don't want to see the te~s - I 
don ' t know how many there are but it must 
run into thousands. 

-
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\'/ell, if - I don 't know how large this one 
t rust is that was - -

Well, it was a big one. 

As I understand it, tho Secretary t ook the 
position that if possible he would require that 
the direct investments in these trusts be 
sold. 

Yes . 

Now, in carrying out that pledge, all that 
bas happened is that one trust instrument 
has been looked at and on t he basis of that 
one trust instrument i t has been determined 
that none of the three hundred million dollars 
can be realized. Well, tbat is a very weak --

Hasn' t Childs got some thoughts on that 
subject, the legal rights and duties involved? 

I don' t know. All I know is what was con­
tained in J.rr . Bewley's lett er . 

I thought it was ~enerally agreed that trusts 
set up under Amer1can law coUld only be dealt 
with under American law. I thought that was 
accepted as a general view. 

There is nothing - I mean, there is nothing to 
indicate that under the particular trust 
instruments --

Yes, but Chuck, as a matter of principl e, 
what jurisdiction bas the Bri t ish government 
got over an American t rustee appointed by an 
American court? 

NOD~ but t hey have jurisdiction over the 
beneficiaries. 
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But the beneficiarr can' t touch the assets, 
probably. 

1.03 

But if the benefioiarr - but t he trustee can. 

Yes, but they have no jurisdiction over the 
trustee . 

The trustees are all American . 

&lt this trustee puts it upon legal grounds, 
as I understand it, and says that he cannot 
invest in British securities. 

I don't see how that is relevant. 

Well, he indicates that he would if he could. 
I mean, I am just purel y - I am baaing every­
thing I say upon the letter that Mr . Bewley 
wrote. 

Well, I haven't sean the letter. 

The point in this case, 11r. Bronn, ns that 
we had gone to one of t he largest of the trusts 
and in order to trr and get dollars, the 
suggestion ude was that they should sell out 
dollar securities and invest in sterling 
securities. The result naturally would be 
that the English control would get the dollars, 
which we could spend over here or what-not, 
but we were unable to get it to work. The 
trustees refused. But if 11r. Kades would 
like to write me a letter saying what further 
information you would like, I would be glad 
to get it . 

Are the beneficiaries here in this country? 

No, t he beneficiaries are in England. 
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I see . 

And then they 1ltl.llt ed to appoint English 
t rustees and it turned out that couldn 't be 
done eit her. The trustees had to be American . 

Suppose, for example, the trustee wanted to 
borrow on terms of the trust - on the trust 
frog the RFC, and the beneficiaries acquiesced. 
The court T~ould be very r eluctant. 

But, as I understand it, it was a question of -
but as a matter of legal right, the Government 
could not cam~el the liquidation of these 
trusts or t helr transformance into dollars . I 
think that is the - if that be the fact, then 
our position, as stated in that memorandum 
that A~. Bell suhD!tted, is a perfectly t enable 
one, and regar dless of what the amiability of 
the particular trustee or benefioiar1 may be . 
I mean, if some of the trustees willlngly 
give up legal protection that they have, the 
British position is so much the better, but 
I don't --

Can the beneficiary request a change in trustees? 

Sure . 

I think we can only ask the British Government 
to exercise whatever legal rights they have. 

ilell, could a beneficiary request a change in 
trustees --

But in ninety-nine cases out of a hundred you 
have got infants and possible unborn people 
whose interests have to be protected and --

a have reference only to one trust fund l'lhich 
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I think Sir Edward Peacock remarked were 
desirous of selling and turn.ing the dollars 
over. In other words, here you have a 
beneficiary who would wish to see it done 
but there stands in tne way a certain 
trustee . Now, I may not have grasped the 
significance of what you are saying. 

I t is very frequently the caae, sir, that 
all the beneficiaries, all of them who are 
alive, vtant to end the trust or change it, 
but t he court won't permit them to do so, 

The court won't pe.rmi t them to do so on 
grounds which it considers --

There might be infants or their might be 
possible --

But the court could change trustees if the 
court saw fit under a given situation, clearly, 
couldn ' t it? If the beneficiary requested a 
change in trustees and the court felt that 
t hat change was desirable --

It could be done . 

I t could be done and a trustee could be 
ap~ointed who would invest in British secur­
ihes and --

But nobody could be compelled to do that. 

But as I understood, the advice which we were 
given by this trust, whatever the trustee 
wanted to do, the court wouldn't pennit him to 
invest in British securities. That was the 
advice he ~ve. In certain circumstances the 
risk of Br1tish securities was such that no 
court would permit the investment . 
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Wouldn't r egard it aa JuW!ilJle. 

Yea . 

I think you would find that a nry general 
holding, don' t you? 

It all depends on the terms of the trust 
i nstrument. 

Even if we bad nnl lml ted authority in. the 
trust he couldn't aell American Can Compall1 
and invest in a British --

In a government bond? In a bona_ of the -
government of Great Britain? 

I think it is doubtful if he could do it at 
all. 

I don ' t say it is - I didn't say it was 
perfectly clear but he could ask the court. 
If the court authorized him to, he certainly 
would be protected. 

But ien't the issue whether the British Govern­
ment is in a position to realize on these 
securities in t he trust ? That is the only issue. 

Wel l, that is not the issue that was presented 
to me . The issue that was presented to me --

But that is the issue with which we are faced 
in making up this statement of the British 
dollar position. Is the British Government 
in a position to realize upon these assets? 
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Well, the British Gove1'1Ul1ent is in a 
position to take over the beneficiaries ' 
interest in a trust . 

Yea, I suppose so. I don't kDow over here 
whether they can or not. 

Well, over there, the beneficiaries are 
all in England, as I understand it. 

Oh, I think so , 

But he could take the income . 

We do take the income . Any income there is, 
we take the dollars and give the beneficiary 
sterling. 

Any i ncome that gets over t here? 

Any income that gets over there, yes. 

In other words, they are already taking 
everything they can get. 

Well , are you - do you think they are 
limited to taking the income? Don 't you 
think they can take the interest itself? 
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I don't think they can force the liquida­
tion of the--

But why can't they take the life interest? 

They could. All that means in terms of 
dollars is the income. 

But the anticipated income as well as the 
income--

That is wh.at they are doi.ng. 

Have you take.n the entire life interest? I 
clidn' t under stand that. 

You are taking all the income as it comes 
along, aren't you? 

Yes. 

But they haven't antiaipated that . Why can't they 
take the beneficiaries' life interest itself? 
That can be appraised. 

But what would be the advantage? I don't 
know whether we could or not , but what would 
be t he advantage aeyhow? We couldn't realize 
in dollars. 

Well, now, see there is the di fference in the 
approach. You say they can't legally require 
realization in dollars, and I agree with you; 
but, as I understood it, it wasn't a question 
of what they legally could do. It was a 
question of what could be accomplished if the 
beneficiaries cooperated. Now, that was the 
problem that I was assigned by you (White . ) 
Now, I agree that there is nothing that the 
British Government can't legally require an 
American court to change trustees or require 
the shifting of the investments in the Br itish 
securities . There is no problem there at all. 
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That is not - the point though, I understood 
that what you wanted to accomplish, if possible, 
was the realization of the trusts in dollars . 

Why don't we leave the question this way. I 
think possibly enough has been said to indicate 
that the lawyers feel, or at least our lawyers 
feel, that they are not justified in making 
the definite statement that they can be, and 
that is why we have che.nged it to, they may 
not be. The next step would be a further 
exami.nation to see whether they would want 
to alter that opinion in all cases or in 
none of the cases or in some of the cases. 

Whether that further investigation is desired 
would be a question which I should like to 
ask the Secretary. He might feel that even 
if--

MY only point is that I would just like to 
suggest that it probably wouldn't be worth 
a candle. The trouble that would be involved--

That is pre-judging the case. 

You are getting a lot of legal opinions you 
have to pay for and spend dollars for. It 
would be a pity. 

Well, they have already got the opinion, as 
I understand. 

Only in one case . 

Well, the one opinion that you refer to in the 
letter, I don' t know--

! would be very glad to leave it . If you 
will write to me and ask for any further 
information you want, I will see what I can do. 
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Let's leave it this way. I am not quite 
certain as to whether or not there hasn't 
been a changed status and why we should 
be interested in pursuing this any further 
is something I want to check with the Secre­
tary. The only thing that we wanted to get 
from the law.yers to protect us was to be able 
in our statement to say either they are not 
or they may not. The Legal Division is not 
certain, and therefore they have advised us 
t o say, "Way not." 

Now, Whether in the light of that 'the Secre­
tary wants to pursue t he investigation &nf 
further is something I woul d want to check 
with him. He may well say, "'i'iell, it is 
something that we are not interested in 
beyond this point at t his time, though we 
may have been interested - may be interested 
at some time in the future." And if he is 
not interested at this time, we will just 
drop it. So we will leave it that way. 
Therefore, you will not pursue the investi­
gation unless I get a request from the Secre­
tary, but in any case, if we ever decide, 
t hat is, the Treasury, as t o whether or not 
these are availabl e, we shall also reply 
until we have further inforcation t hat they 
may be . 

Yes. 

I s that--

We may say, "They may not be . " 

They may be or they may not be. I think that 
is what we did say, and we would repeat that • 

•• 
So as to a bid by the demands of our Legal 
Department whom we have asked and who have 
given us that answer, ~e have no other alter­
native. Is that satisfactory? 
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They may not be, 

Now you have asked another question here , 
Jlr , Kadea. Do you want to state it yourself? 

Suppose I state it . I had a call from the 
Procurement Division. They said they had 
received - Brown may be more familiar with 
this t han I am in view of the fact that he 
has been down at the hearings - that they 
had been critici zed for purchasing from 
companies that were British owned, and then 
lend-leasing the articles which were obtained 
from those companies to the British. The 
questioner al>parentlv thought that the British­
owned comp8llles should be willi.ng to take 
sterling and then it wouldn't be necessary 
to have those i t ems come under the Lend-Lease 
Act. He did aSkfor a list to be submitted, 
which lfe had submitted of those pur chases 
which we made from all the Brit i sh- owned 
or controlled companies, and I thought you 
ought to know about that . That is simply 
informative. 

Perhaps I know a little more about it or a 
little less, I am not sure. I think it was 
I who asked for that list on the basis of the 
question which Congressman Scrugham asked. I 
thouint that it might be possible, in the 
light of what Cliff Mack told me at first , 
that there might be only one or two on the 
list and we might ignore it . He said he 
would investigate it, and he thought there 
were more . I said~ ~ell, miibt you give 
me a list on them? which he aid. 

Now, since the Congressman hasn't asked us, 
to ~ knowledge - hasn' t asked us officially 
for that , I think we can ignore it . If I am 
mistaken, then \fe will have to pursue the 
question further . If he has asked i t , in 
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any ease there is an appropriate economic 
answer to th.e.t. 

Oh, sure, Yr. Bell covered that very 
thoroughly. 

1..12 

I simply' wanted you - I diclli't know you were 
already informed of thls. But I got from J.ran­
ning, the Chief Counsel of Procurement, he 
thoul!ht that Congressman Sorugham h.e.d asked 
for the list. 

I will recheck on that. 

I went - unless he u .ked llr. Bell, because I 
went through l!ack' s testimony very caretull;y 
without - with that in mind, and there is 
no request and no promise for that list. 

I see . 

And there was a request and a promise that 
that list would be given to me. The request 
came from me based on something that Hack 
called me up about, so we will recheck on 
that . 

Well, here is the original of the list, so 
I will hand it to ;you. 

We will recheck on it as to whether or not 
that list was requested by the Committee 
and whether or not an an~er is called for. 

Well, all that },fanning knows he got from 
t~ck, you see. He wasn't there . 

If an answer is called for, we will make one 
in terms of the list and also in terms of an 
explanation. 
It would onl;y be in connection with Mr . Bell's 
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testimony because I am sure--

Uo, there is nothing in l.!r. Bell' s testimony 
that calls for i t. 

And there is nothing in l.!r. Mack ' s . 

You are ~ositive? Then the only thing that 
remains 1s for me t o check with Mack as to 
why he gave me this list, and he will probably 
tell me because I asked him. 

Do you feel that we ought to try to determine 
what steps are necessary? 

I don' t think it i s a matter that rests with 
yourselves so much as l¥ith the Procurement 
Division. 

We put in a requisition to you, and you put 
it out to the lol¥est bidder , I think. 

I don' t think it rests l¥ith yourselves, but 
it is a question as to whether or not the 
Procurement Division in purchasing goods 
from the Dunlop Tire Companr should say in -
following the line of thought of the particu­
lar Congressman who asked the question, "!low, 
you are a British concern. Hence, there is 
no reason why we should pay ~ou in dollars . 
We will pay you in sterling. The obvious 
answer to that i s--

All costs are in dollars . 

And that the profits were already accrued. 

And it happened that the particul ar company 
we discussed had lo at money for the last 
several year s, as Mr. Droltn pointed out . 

Fortunately we had i nve stigated that. 
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If i t is the same company I think you have 
in mind, we have had some inquiries about the 
purchase of that, the stock of that companf, 
in the event it is placed by the RFC. 

That is the same source, I am quite sure . 

They are anticipating a boom in business for 
certain reasons, and their interest was 
centered not so much on their past per­
formance as on the value of the concern in 
the light of their tuture performance , but 
I don't think we need do &Dfthing about 
this yet . 'lb.at takes up the three points 
which you had in mind. 

That is right. 

There has been some discussion by the Secre­
tary on the matter of British dollar expendi­
tures her e outside the lend- lease. Are there 
any figures that you have with any significant 
break-downs of the dollar expenditures which 
are being made here outside the lend-lease. 

What type of expenditures do you mean? 

Aeything. 

ll'v ecything? 

Outside the lend-lease and outside of the -
you remember that there were a list of items -
there were some expenditures that you were 
going to make in dollars provided they were 
under e. cert ain amount . 

Oh, we give you those regularly. 

Now, I am wondering whether there are any 
dollar expenditures by - by the British 
peoples outside of lend-lee.se . 
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Oh yes, I think there are a certain number 
of things bought here which are paid for 
in dollars Which we don't know anything 
about . 

And there isn' t e:IJ:Tlfq that has developed 
since we last spoke of it in which you 
could obtain that? 

1.1.5 

I am sorry, I didn't know you asked for it. 

We spoke of the desirability of getting it 
sometime past, and the answer was that there 
wu no way of anal7zing those . 

At t hat meeting, I wasn't there. I didn't 
know that. 

There had been no developments to your 
knowledge? 

I haven't thought about it at all. We ought 
to be able to give it to you in bulk. 
Whether we can give it to you in break­
downs is another matter. But we ought to 
be able to give it to you in bulk. 

If we could get--

Of course you get the bulk results. 

Yes, we get them - our figures of June on 
the exports to the British Empire - we have 
just got June. We didn 1 t know about that -
that there were some developments in that 
direction which gave the more nearly current 
picture of the dollars which you were permit­
ting the individual to expend. 

I will look into that. I didn't quite know, 
but I will certain17 look into that and find 
out. 
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One of the difficulties of our figures on 
our exports is t hat we have them including 
all items under Lend-Lease and elsewhere, 
past contracts and other matters, and in 
order to segregate those into the categories 
that we are interested in from the point of 
view of value, we find it almost an imrossible 
task, and the Secretary is of the opin1on t hat 
we have them, and he feels that we ought to 
be able to get it . 

You get all the Supply Council figures , don ' t 
you? You get them regularly. 

We yet the SupplY Council figures, but we 
don t get the others except as they appeared 
in this recent estimate. 

Yes , I see. Well, I will see what I can find 
out about that. 

And I should like to be able to tel l him, 
if it were possible , that in the month of 
August the U. K. expended outside of the 
British Supply Council so many dol lars . 
Also, if that is a l arge amount, some break­
down, some rather general break-down. Now, 
I don't know what your machinery is there. 

It seems as though we could keep track of 
these things. I don't know how well we 
could give you that . 

I should imagine that somebody gets permis­
sion to spend dollars. 

Oh, yes , but then you have hundreds and 
thousands of E and Dl forms,as they are 
called, drifting into the banks of England. 
It takes a lot of time. 

Well, I don't know, but I am wondering whether 
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somebody keeps track of the total. 

Somebody keeps track of the total and we 
know the total number of dollar s iost, of 
course. 

11.? 

To give you a picture of our dollar and 
gold balances, which does in fact show -
it doesn't show what countries it has been 
spent in. 

It doesn't show anything in relation to 
this. We know the net figure , but it doesn't 
enable me to answer the Secretary's question, 
"How much is U. K. ependlng outside of the 
British Supplf Council?" The answer to that 
I don't know, and I haven't the slightest 
idea. 

I don't either, but I will do my best . 

If we can get that , we might avoid further 
questioning on his part as to why we can't 
get it. 

Yes. 

Now, t here is one other item, possibly, that 
we might pass over quickly and that is a report 
of the conference of the bominion representa­
tives on their requisitions. Is there any­
thing that you have made progress on? 

I believe Mr. Brown was going to tell us of 
that. · 

I beg your pardon? 

On the conferences with the Dominion repre­
sentatives? 

Yes, we have had a number of talks with the 
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Australians and the people from Ne11 Zealand 
and - I don ' t think aey from South Africa. 
We have one man now whOSCl sol e responsibility 
is to deal rrith Dominion matters and 11ho is 
availabl e for consul tation by Dominion 
represent atives in advance of the filing of 
a requi sition so that they can know pretty 
definitely 11hether the thing will be eligible 
under the Lend-Lease or not . I hope that is 
eoing to be - and we are always formulatin" -
have unofficially formulated the ~eneral s~t 
of principles as to what we feel lS broadly 
eligible and broadly not eligible for Lend­
Lease , Which serves as a workin~ zuide which 
we hope will be hel pful . 

And that applies to Australia, !lew Zealand? 

And in South Africa wo just haven't had any 
talks on that, I don ' t think, have we? 

No , you haven ' t . India has been in, and, as 
a matter of fact we have told them of what 
you have done . They are immensely pl eased to 
have someone to whom they can go directly 
and get that special hel p t hat they are get -
ting from &nith . 

And then this morning ne had a te.lk on 
various steel requisitions dealing with the 
Crown Colonies and so forth , and >.e are try­
ing as much as possible to tall: over ~ 
doubtful case beforehand and get i t cleared 
so that instead afhaving a whole requisition 
come in ·.-rith one thin~; in it the.t is no~ quite 
right , we can have it all right before 1t comes 
in . It will save a lot of work, l think . 

Well , the only item left then i s the requi ­
sitions which you have . 

Yes, I have a report on these . l also have 
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Here are a report of dollar commitments. 
the dollar commitments since the last meeting. 
It is broken down. 

Well, you can leave this set here? 

Yes . 

These are the - are there any items here , 
Mr. Brown, that you wanted to raise for dis­
cussion, any doubtful items? 

No, those have all been cleared with - those 
are all sheets we have talked about, Alex, 
aren't they? 

Yes. 

And you are satisfied that there is nothing-­

! t hink Mr. Bewley is sat isfied. 

Yes, I think so . 

This covers all the time? 

The period since the last meeting, that is 
right. 

Is there anything else that you want to raise? 

I would just like to ask Ur. Brown, as I see 
him there, whether we can get any position 
soon about the tax on copper? 

Well, I am afraid I am not quite up to date 
about that . As I understand it, there are 
about three different ways the thing can be 
handled, ~ one of which is a question of 
deciding which is the most feasible. You 
apparently do not want to pay the money to 
get it back by drawback because it would tie 
it up three or four months anyway. 
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That is right. )(v instructions are that we 
want to avoid that if we possibly can. 

Well, it is something that we feel we can take 
care of under Lend-Lease. We don' t like to 
do it because that means that just that much 
money is taken out of the appropriation 
which could be used ~ purchase some other 
article, but basicly that choice is yours, 
of course. We have one further thing, · 
we were seeing if we could shi!t the wh.ole 
procurement to the Navy, and liand that 
article to the Navy and see i f we could get 
it under the Navy statute. 

How much is involved? 

Two hundred fifty thousand dollars. 

This is copper which we are handing over with­
out p~ent to be used in Lend-Lease articles 
to be eventually handed back to us. 

We wrote a letter to Justice on that in which 
we indica ted that it was handl ed through the 
Navy route, that t he duty would not be im­
posed. 

Well, that is all I have unless someone else 
has anrthing· 
Do you have anything, lfr. Brown? 

I have nothing, sir. 

I would like to translate that tax conven­
tion into dollars in view of the fact that we 
have been t alking about dollars that we 
weren't getting. That is supposed to mean 
thirty million dollars. 

In how long a period? 
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For a year, isn' t it? 

Well, the British estimated that it would cost 
thirty mill i on dollars in the event that the 
tax oonventida di d not--

That is on the contracts outstanding, I think, 
isn't it? 

Where delinriel haTe not yet been made. 

Yes. 

So the longer the tax conTention takes, the 
smaller the sum? 

The smaller the SUDL, yes. 

It covers real, personal property, and also 
transaction taxes. 

How long do you think the convention will take 
before it becomes - before it is effective? 

It is simply a question of the time - it 
becomes effective the day after ratifications 
are exchanged. 

Would ratification take long? 

I don' t know. I shouldn' t think it would 
take long. It has to go throu~ the Senate, 
and I think it has to be ratif1ed on your 
side, too. 

I don't know. 

I don't know. 

Well, the thirty million is melting away. 

Yes. 
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Every month r educes that substantially. 

But it has mel ted away so far only about 
a mill ion dol lars or two mill i on dollars. 

All right , gentlemen. 

122 

Kades : I will do my best ITith the Senate. (Laughter ) 
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~o...,.sa tor UaOO o 1qloolt IIHUA& 
'ftNncllliT. Oot.obc- 2, 1941 

1. PlaD\ t.ranater procr-

(a) Procr"N• 011 tranater ot old procz-, 

(b) ProP"'•• 011 .,... . )1 will 1011 procz-. 

2. Supp]¥ coot.ract. t.ra>atar prop-a. 

(a) Todd 5!11P cootract.a, 

(b), ot.ber 4rfelopa.,t.a. 

), RepoM. ot oaot•...,c•• with Dc:a1n1<>n rapree .. t.at.i,... 011 

their reQu1eit.1<>na. 

llltt"al 
10/2/ 41 
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TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION 

DATE October 2, 194J. 

fO 
secrettlr:T l~orgenthau 

fit OM 
l!.r . :.wnarck 

:ub joct: Airplane Deliveries to the .Brl tiah 

:=an: 
1. '!'no latest state:nent 

0~ !.1 pl anes to t.'>1e Br ~ tisb . 
!loU ·l as :los ton 'bombers to t he 
E:."l$hnd . 

received reports t.~e shi9:nent 
All of these, except tl<'o 
~iddle Eaat , were destined for 

2 . Last week the first of th e now model of the heavy 
four-:ootor Consol idated Liberator bombers was flovm to En,>land • • 

• 

~ . The first Glenn b~artin Baltimore medium bomber is 
reported as shipped in this latest statement . 'l'ne !.~ar tin 187 
ea1 tlmore 18 n two- motor bomber and a cousin of the !l.artin 167 
~ar:rland . I t was specifically desi.Y~ed , however , to R. A. F. ' 
requ~roMnts and will probably supersede the Maryland. 
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DiYiaiOD ot KoDet&rJ 

Re .. aroh 

Airplane Shipaenta to the Bl'ithh 
(From February l to Sep teaber W7 bJ a1r 

Janual')' ll to Septeaber 6 b)' aea) 

Table A. - Shipman ts b)' Area · 

Total 
La teat Reported 

week To Date 

'1'o the United K1ne;dc:a 

Ll.gbt and med1ua bOIIIbera ~5 9~ 
Bea'f1 bomber& l 
llaval patrol bOIIIbera 0 I~ 
Pursuit _L I 

Total to United K1ngdca ~9 

'l'o the !Ii ddle East 

Light and medium bombers 2 202 
Pursuit .JL 5!.L 

Total to J11ddle East 2 

'l'o the Par Eae t 

Ll.gb t and med1ua bombers 0 18 
laval patrol boabers 0 14~ Pursuit 0 
Trainer a 0 ~~ 

Total to Far East 0 

'l'otala 

Light and medium bOIIIbers ~7 l,lM 
Heavy bombers l 
lf&'fal patrol bombers 0 
Plll'eui t ~ 728 
Trainers 0 ~~ 

Orand Total 

1,099 

718 

227 

2,044 
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,-.l)le B. - Shipments ~ T)"pea 

.. 
Bell Airaoobra 

Boeing B-17 

Brewster Buttalo 

Consolidated catalina • 
Liberator 
Liberator II 

Curt1aa Toalaha-.11: 

Douglas Boston I 
Boston II 
Boston III 

Glenn Ma.rt1n Maryland 

Baltimore 

Grllllll!lan llartlet II 

Lockheed Bu<bon I 
Hudson III 
Hudson IV 
Hudaon V 

(Model 
167) 
(Model 
187) 

North American Harvard II 

United Chesapeake 

Grand Total-All T,-pea 

0 

0 
0 
8 

0 

1 

0 

0 
28• 

0 
0 

0 

0 

126 
DirtaiOD ot lb:letary 

a .. ~ 
-;, 

150 

1 

9 

2,044 

• 

* One reported overdue at destination. One reported 
crashed at Dundalk. 
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Research 
127 

Tal>lS C. - Plane Deli?eries to the British by Weeks 

Lisht Nanl 

Week and Medium Heavy Patrol 

Ended Bombers Bomber a Bombers Pursuit Trainers Total 

Fob .So 22 ~ 25 
Fob.l5o ~9 100 1~~ 
Fob.22<> ~5 27 
].lar.l<> 

ll 
5 25 ~7 

l!ar .S., ~ 
10 29 

11ar.15o 26 1 

~ llar . 22<> 17 2 22 
11ar.29o 25 ~ lS 
Apr. 511 21 7 n 101 
Apr . lZo 21 2 2 2~ 52 
Apr .lt 20 ~ 4 ~2 

Apr . 2 2~ 2 ~ 28 56 
llaJ ~ 61 1 2 15 27 106 
11&1 lOll tf 1 8 10 55 
Ua:y 170 1~ 7 19 100 
l ay 25o ~0 10 25 65 
Juno l o 28 5 5 21 a~ Jllno So ~l 

2 
K Jllno 15~t 1 20 al 

Jllne 22<> 28 4 52 

~ Juno 290 45 1 50 
July 6<> 

14 
~ 20 

July l~o ~ 48 
July 2011 ~ 1 ~2 la 
July 27<> t~ 

24 ~~ Aus.~ 11 
Aug . lOII ~~ l 15 6i 
AUJ . ~II 12 
Aug . * d l 11 48 
Aug . ~OII a ~4 Sept. 6• 5 

l 
Sept.l~• 17 51 
Sept . 20 ~ 7 3_ 
Sept. 27<> ..2L l __}_ -- -

1 ,1~5 44 82 728 55 2,044 

* '!he date g iVen 1a for shipments by air. Shipments by water 
start three week s earlier. That 18, the statement reporting 
the 8b1pment or planes by air ror the week ending September 27 
•ould r eport the shipment or planes by water for the week 
ending September 6, 
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128 
October 2, 1~. 

! meeting relatiTe to the admlniatration of lxeoutiTe 

(Wder 8389 wu helil in )(r, Fole711 offioe at 4 p, a. em 

October 1, 1941, attended froa t!.e to t!.e b7 the follOirlll(: 

lleall'l. Fole7 (Chaii'IIAn), Pehle, B. Bernatein, Lawler, 

lhite, Dietrich and flwon• for the fl'tUUI'1i )(eura • .loheaOil, 

Filhtr, Luthl'in.lr:er end Killer for State; lleura, Shea, Ireepr, 

1\U'tnn and Swial.er for lutioe; )(r, Inapp for the Board ot 
Gonl'llora of the Federal Reaern S;rata; and lleura. Inoke IDd 

n.ball of the Federal Renne Bank of In York, 

)(r, Foler read to the ueting ·a letter reoeind froa 

lfl'. )(arahall of the In York State Baiera !aaociation, 1tating 

that the !aaociatlon wu 110at appreclatln of the fact that the 

Treuur1 had sent lle11r1. Towson and )(urplq" to explain freeaing 

ooutrol and Fora TFR- 300 to the recent .. etinga of the !l•ociation 

h.ald throughout In York State. Mr. Foler aald that plana nre 

preaentl7 being deTeloped to briDg repreaentatiTel of the oth&l' 

Federal Reaene Banlta to Wuh.ington to fol'IIUlate a prograa for 

al..ailar ••tinga to be held in other Federal Reaene Dbtrict.. 

Reference wu llade to application Jo, II 258868 fUed 

bT the SoooJ11-Vacu\lll Oil CC111p&J11 to purohue 15% of the stock 

ot the )(qwood Chaical Ca.p&JI1 againlt piPeJlt of part of the 

bloobd reichu.rb balance of Soc0J11-Vaouua• a aubaid1&1'7 in 

Gei'IIIIIIT. Such a took 1a preeentl7" owned b7 Kra • .&Julia lanner, 

a reaident of Gel'UIIT. U the tranaf er 11 allowed, SocOD,T-
VaoUUII propoaee to sell IUoh stock to lllo17 Uninrlit)' ana credit 

the proceeds of the sale (approxillatelJ $300,000) to lta Gei'Uil 

aubaidiaey in reduction of debt. Thil application wu preT1oual7" 

danled b)- thb Cc.alttee, end the onlJ clitferanoe between the 
old and the nn application ia that it i• now proposed to ~lace 

the prootedl of the sale in a blocked account. It ia stated, 

howenr, that auoh blocked an count •hall at all tae1 be the 

pror.rtJ of the SocOD,T-Vaouua 011 Ca.p&J11. In Ti .. of all the 

tao a and circUII8t&ncea, end the ganeral polic7 of thil 
Coaittae in regard to 11lll1lar cuea, it wu •meniwoualJ &gl'eed 

that the application 1hould be denied. 

Regraded Unclassified



- 2 -
129 

Jn applioaticm filed b7 the General D711tutta 

corporation t o pul'ohu• 1,600,000 1ha1'11 ot t~ atook ot 
a.neral Aniline & Fila Corporation, auoh atook ooutitutiq 

0011trol o! that Corporation, fl'CIIl the Internaticmal.e Ge11Uaohatt 

fur Cheaischa Untornehwmgan J.. G. wu oouiclned at leqth 'b7 
the coaai ttee ancl wu VJI.anh•ooulJ clenied. 

)(r, Bel'Jl.ltein reported that )fr, 'lhite, the lew York 

State Superintendent ot BUb, will be in Wuhingtcm tcaonc. 

110rniDg to disouu with t~ State ancl fl'IUUl'J Depart:Mnb t~ 

question ot t~ aol'ftllOJ ot the loko~ Speole BW. 

)(r. Bal'Jl.ltein al.ao aubai.tted to the C~tt11 a 

etat-nt of the pollq whioh hu bean adopted with r&~peot to 

rtporte OfJatenh W patent liOIU&I Oil fo:ra ft'R-SQ(), J. 

report of 1 lioeuea under ~rioan ownecl patents iasued b7 

the Unitecl Stat .. 1a not to be required •relT beoauae one ot 
the Uoenaees is a foreign national, It 1a auffioilnt that a 

report be requil'ecl MrelJ ot auoh lloanae11 who are naticmal.a 

of a foreign oo1UI.tl'J. J. report em Fo:ra m-soo 1a not to be 

required of J:Mrioan owned patenta whue the sole naticmal. 

interest arbea b7 rll'tue of bsuanoe bf a foreign oountl'J. J. ~ 

report on Fo:ra m-soo will not be requil'ed with l'lapeot to 

lioenaea Ulldu .berioan ownecl patents iaauecl b7 a foreign ooantl'J. 

R01rner, report. em Fo:ra 'l'FR-SOO ahoulcl be :ude ot all oontraota 

uiati.ng between .AMrioiZl corporatiou aDd foreign naticmal.a b7 

whioh lll:f righta would aoorue under J.ael'ioiZl owned _patmb taken 

out in foreign o01111tl'iea, w a:q acre-ta fi:ndillg tor tha 

interchange ot teobnioal. clata, b.ow•how, or o ~"· 

)(r, Pehle retnrecl to a l'IOOllt nait troa )fr. lbhiJaa, 

the Japaneae FiniZloial. J.ttaoha, who hu propoaed two Mthocla ot 
P11J!ent for tha oil whioh Kxport Control will lioeue tor ahi~t 

to Japan. !he propoaal. 1a that tha oil will be purohued either 

(a) bJ •hipping golcl trca Japan to the United Statll or (b) 'bT 
the !.port into the UDited states ot United State• ourreno{ traa 

Japan &na/or China, It wu Ill''" bJ tha c~tto• that i 

ahould be llade perteotlJ olear to the Japau11 that tile fl'euvr 

atlllde al.wqa readJ to bv,r gold troa a:q &OUl'OI. Hc.n'll', tha 
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quution of the dbpol&l. ot tu dollar• renltiq fro. 1uoll. 
lilt ia a qu11tion wb.iob. oaee witldn the punin of 1h11 
c•ittee. Jll', iohel011 aaia that Seor•t&I'J Ball hu again 
1Jidicated t o b.1a that u doll uot WIDt l1q olear atat-t ..ae 
OD the qu .. tion ot oll expol'tl to .Japa, bat rather prefen 
tbat a direct Ulftlr 'be dtl.q.a u 10111 u pouillle. Ill n• 
of thia, 111'. P•hl• ~~~U~•t.a that 111'. lbJUTa& 1holal.a 'be to14 
tbat the c~tt .. hu 11.1• lut propol&l. 1111Ail' &d'l'ilatD.t. !he 
c•ttee agreed to tll.ia 111Cillt1011. 

Jll', Peb.le i.Dfol"Md thl C.-itt .. that appro:d.utelT 
100 appllot.t10111 are pencUnc 'before thl roreip hD4I Control 
to aeild •rohaDai•• to .Jape. !hi l&l'c11t itiU inTolTICl &1'1 

cotton and fill' wute. It wu &grlld b7 tu C~tt .. that 
applict.tiona to export •rchu41ae to Japu., n:cept petroll• 
produote, should be a.n1.a. 

Jll'. a.l'Utein -uoned that a ...u groap in thl 
freUIIr1 b.u btu. world.JI& Oil a M80radua wll.iob. 1eh forth wq1 
in which 1nonuld eoancaio pl'IIIUl'l ou. be broucll.t to bear Oil 

Japan if suoh t.otion IIIU d111l'able. 

Jll'. Pehle railed with the C~tt .. a propoul to 
IMJid Genaral. Ucena• Jo. 82 so u to uquil'e that reittu.oes 
to t.l.l blocked oountrie• be ude tithlr b7 thl pvohue ot thl 
Deceu&1'7 fon i p exclwlp !roa a 11oenaed 11llll' or b;r depodt 
ot the dollar D.Ollllt of the reaittu.ce in a blookld aocOUilt. 
Remlttmou to Franoe and Frtnob. Colonill, Japan, Chi.nt., 
Portugal , Sweden, Switllrlu.d ana Spain an pr11antl7 bliDg 
effected 1n thh wq. It wu pointed out that thl pr11ant 
Ge11ert.1 Uoenae J o. 32 &l.lon Gei'IWI,7 ana Ital.T to oollut 
l t.rge llloOUD.h of fne dollar• whiob. thl7 om than tuufll' to 
South !Mrict. or nat f or und11irablt purpo181 1n thb oolllltl'T· 
llr. Aoheeon said that u would like to ban a ...,rand• 
n pl•lDing the Mu.iDg ot thl propoa.a cbazl.p. Jll'. )[l.ll.er h tq 
prepare auoh a aeaoru.d~ 

111'. Hon.rd Sllith, no• Pr111deut ua tr•uv•r ot tu 
.AIIericm .bpr111 Co.p~~q called an Jll'. Pthll toclq and a&id that 
the AMriot.n lxpr111 Co.t>NV' hu a chance to 11ll 1h buildin& 
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in Berlin and recei n pllJMnt for it out of the blocked account 
of the Banque de Paril et dee Pqa Bu, Brua11la. It wu 
Wlanillousq agreed b7 the C~ ttee that ilia application ahould 

~denied. 

It wu propo11d b7 the 'l'reUUJ7 Depart.nt thet tM 
present General Lloaae Io~ 42 be -110di!ied -b7 iuuiJI& a Qaeral 
Uoense No. 42;!;, which will licen11 u generalq licelll14 
u ticnall all 'riduala who han been r11iding in the Ullitad 
Statea at all tt.ee on or Iince lune 17, 1940, but who llaTe 
not cou wiWa the prorlaiOill of auch General Liclllle onl7 b7 
reuon of the fact that the7 were not dcaiciled hen. !he 
Treuurr hu ruled t hat peraOill on 'rialtora rleu o&Dnot be 
aaid t o be dOIIIiciled in the United Statee. The banka which 
releaae aocounta llllder Oeural Lic8Jlle lfo • . 42-J. will be required 
to submit report. iDdicatw each account eo treated. If ft 
b found thet &111 UDdeairable account. are being releued auch 
accounts can be excluded !rca the operation of O.ural Liclllle 
lio. ~-j. The c~tt .. agreed that thil licenll lhould be 
i uued, 

Kr. J.oheaon !:h~ed that it wu the 'fin of the State 
Dtpartaent that the pe application to tr&lllf er $300,000 
to the United Iingdaa Cont 111tal Corporation in reiJiburs ... nt 
for a ahip!114nt of food froa TUrlte7 to Greece paid for b7 such 
Corporation ahould be apprOTed. It wu agreed thet three othlr 
applications, two inTol 'Y1ng the trllllfer of fllllda to Swi berland 
for the purchaee of food ana Mdicine for Greece and Olll inTobing 
a si.Jailar ehip~~~nt to Belgi1111, should be denied. 

Vr. J.oheaon a aid thet the Gel'Uil, It alien and ,f!fn':ue 
newspaper correepondenta in the United States are ca.pl 
that they are not recei'ring fllllda. In the cue of the Japane11 
oorrespondenh, pqmenta t o· th1111 han "been llcellled but the flllldl 
for such p~nta would haTe to be proTided out ot the account 
of the Yokohau Specie Benk and auch p.pente are not being 
pe~tted pending a •tudT of the solTIIlCT of such illltltution. 
thie matter will be examined w1 th a 'fin to seeing if !1llldl 
can be proTided from IOIIUI other aouroe. 

llr • .lcheaon read to the coattee a letter froa }(r. 
Noel Hall of the Britiah Eabaaa7 inquiring whether t he 
Hollandeche Benk Unie hu belll &&keel to follCJif the , ... pollc7 

• 
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as American, British and Canadian banka will follow with regard 
to per sons or firma on the Proolaimed List and the Statuto17 
Ust. The W.nl.ster of Economic Warfare in London hu also 
infol'llled }Jr. !!all that the7 are tt.lcing step• to request the 
Societe Generals and the Banque Itt.lo-Belge to follow the same 
inatruotions as have been giTan to Aller ican and British banka. 
It was agreed that this DIILtter should be brought to the 
attention of the Dutch Legation with a request tor oooperation. 

J.lr . Kreeger said in checking through a nUIIIber of 
reports f iled under General Ucanae No. 72 it had been 
found that aeveral patents ta.ken out b7 Germans had been 
assigned to I . G. Farben. Yr. Kreeger inquired if there was 
any vrey in whieh t he issuance of these patents could be dela7ed. 
!Jr, Bernstein pointed out that it would be UIDI'iae to suspend 
the operation of the General License at this time, since no 
program for dealing with such patent problems had as 7et been 
adequately worked out and to suspend the is suanee of the 
patents might prematurely arouse public opposition from those 
who fear regulation of patents . Yr. Bernstein suggested that 
the matter be referred to a sub- committee for careful study 
and that Messrs . Kreeger and llurpey should discuss the pro~lem 
with the Office of the Commissioner of Patents. 

Yr. !cheson mentioned the fact that it might be 
desi rable to exempt foreign service officers from the necessity 
ot having to report on Form TFR- 300. I t was agreed that the 
Treasury should announce this ruling in a public circular. 
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INTD OI'PICa CCIBRJNCATION 

....... O.Wber z, lKl 

- .... nauo 

.IJ'tor oonoult~ with PII, .... lar&el:r- '*- bull ot tho • ...,.,... 

artlolo 'Ohloh you can -· .... laltna•tl• -· lo.....S :ro·~· Ootober l , 

1!7 11r. Foley, bloak1Dc tho u aoato ot Aanul ....,.... 'foulo.to~""" hlo 

nto. '!hl o artlole a44e4 to PII'• tllo, I oa iota .... , -· -tor1t.l -

oonW!& Vo~>~lato~' o pwopooo to ~· PII to pro- .... apia to tho Depart-

Mot ot J\lotloo tho prapolltlDD ot t&ldDc arla!.Dt.l o.otl• t.plalt Voulo.t~. 

• 
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DAft Qotober 21 194].. 

Ill raur ~ ot OotobG' 1. roa. ull 1t w ban a Ill ._., 

aureau 111c1 qgeat \bat " oa.pt. to baft ·~· 

Qr Tr8U\Il'T ar.s.. ..,.. 1 ot..,...,... 20, 1933, 1t .. 01"CCC'ed 

U>&t •all ata-ta to t.ba ,.._ or to t.ba pOlio tllroqb i.Dterrl-, 

speechea, or pW>lio addre-• ~ UfT officer or -.pl.OJW of the 

Treaaurr DepartmaDt aball be at.ltW before re"- tor •PJII'Ciftl ~ 

llr. Herbert L Oaaton, Aa~ to t.ba SearetuT•" 

atr. autoc an that th .... aa a riC14 anr"....,. with tbe• 

requirements. He arrUlpd tor -wa to be ~G~t to Ilia of utT 

rpeak1na qq•omta aoc~W ~ UfT off1c:1al or ~" of tha 

llopartlHot, 1t beinc 1Dd1oaW ill -~~ illa~ tha u.. Ulll place 

ot the addreaa and t.ba - ot tha orpaiaaUcm ....s.r ..._. ...pice• 

the aclclreae wu to be cMli.......S. 

lben llr. GutoD "-- .t...s.atant s.oretuT, ... !ll&ttield aa 

cha.rcec1111th theM r1151 wtbU1t1• .. 8atro~~. 1t ~ t.ba 

du19' of Chiolr Solran. I th1Dir thai Chick ehGialcl - that tha s-­

acribod procedl&r. 1a toll a ad, altboqh 1t Jd.cht be tllat TOll -'-4 

nnt the ol'der r •et 41JoHUac ... bla to baDdla requetl for 

8pMbra Ulll •tt.ra nlat.iJII to pablic wldn••••• W'fiJll to Chi'* 

the retponaibilit;T u to all oth.,. pablio nlat.ioaa •tt..-a. 
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Three weeks ago, in a speech at Boston, I said 

that we were i n the early stages of a serious price 

intlation, and that we must deal wi th the danger at 

once . I said then, and I should like to repeat it 

at the very start or this talk today, that 1! we 

do not check t he spiral of rising prices, and check 

it now, the consequences will haunt us and our 

children for years to come . 

I outlined then a twin program for f i ghting 

inflation, on the one hand by reducing excess 

purchasing power 1n the hands or the public, and on 

the other hand by increasing the supply of goods, 

l ike farm products, which do not compete with the 

over-riding needs of our national defense effort . 

• 
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I said then - and I feel very deeply about it -

that it was •sheer folly• tor the farmer to seek 

higher prices tor his crops at thi s time , tor labor 

leaders to seek continual new increases in wages, or 

tor landlords, businessmen, bankers, or any group to 

exploit the present emergency tor selfish gain. And 

I asked tor the understanding and support of 1~0 

million Americans in fighting the evil ot inflation 

by every means 1n our power . 

There 1s no need to tell thi s audience ot bankers 

ot the need of common ettort, on the part ot every 

group and every individual in the community, it 

inflation is to be averted. 
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you have shown abundantly in the past year tbat you 

are conscious or your duties and. your responsibiliti es 

to the country. You have given magnificent help, 

and given it unselfishlY and cheerfully, in the 

selling or Defense Savings Bonds and Stamps. You 

have given rurther help in the sale or tax anti cipation 

notes whi ch make it possible for every taxpayer to 

meet next year's heavY tax bill more easily. You 

have cooperated willingly with the Treasury's control 

ot foreign funds , even though it interferes with 

the tree handling or your business artairs a.nd subjects 

you to many complicated regulations and questionnaires. 
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In all these and other ways you have been such 

real partners or the government that I am very glad 

to be with you this morning, to thank you personally 

ror all that you have done . 

BUt the most important task or American bankers 

lies immediately ahead, and it is a broader and 

bigger task than any you have yet been called upon 

to perform. That is the task or doi ng everything 

in your power, not only as bankers but as influential 

and respected leaders in your communities, to tight 

this evil or inflation wherever it rears its head. 

Many or you will remember , rrom your own 

experience o! twenty- five years ago, that inflation 

is just as damaging to bankers as to rarmers, wage 

earners or businessmen. 
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we now know that the doubling or bank loans 

and investments rrom 1916 to 1920, and the resulting 

doubling or deposits in the same five years, 

contributed to the great increase in prices which 

brought such hardshiP to American consumers and such . 
• 

disastrou_~?_ arter-etrects to American rarmers. 

we now know that the inflation ot a quarter- century 

ago, wlth all or lts injustices and dislocations , 

could to some extent have been avoided 1! the 

Government ot those days had acted more promptly, 

if it had taxed more heavilY and borrowed more 

widely !rom genuine savings . 
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~~en the inevitable collapse came, no tewer 

than 2,910 banks with 790 million dollars of deposits 

were compelled to suspend operations in the five- year 

period from 1921 to 1925. Humpty Dumpty had fallen 

rrom the top or a very high wall, and many years of 

errort were needed to pick up the pieces . It is our 

job at the Treasury and the Federal Reserve, and 

yours as custodians of the people ' s money, to make 

sure that any present- day descendants or Humpty Dumpty 

shall not go climbing up that wall or expanded credit 

and higher prices again. 

That is why my first plea to you as bankers 

i s that you scrutinize cl osely your own lists of 

applications tor loans . 

• 
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Those lists contain within them much or the ammunition 

of infl ation . You have i n your hands, therefore, 

one or the most ef fective weapons ror checking 

Inflation at its source . You are sure to rind, on 

looking over your lists, many applications ror money 

ror non-defense pr ojects that woul d i nvolve compet i tion 

ror steel or copper or any of the t housand and one 

materials now needed so desperately for our defense __..:.--

ettort . If you can postpone all such unnecessary 

l oans until a later d.ay , withOut waiting ror the 

priorit ies to become broader, you will be doing a 

real and lasting service to your country . 
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1 hope that in the not too distant ruture t he 

priority system wil l become so effective that the 

supply or practically all raw materi als ror all 

purposes will be under run contr ol in the interests 

-
or national defense . That should mean that mterials • 

which must be used ror defense purposes will not go 

lnto any ~ecessary civilian projects . But until 

that day comes , 1 hope that you will constitute 

yourselves t he sentinels or the nation, in your own 

bank and your own community, in guarding against any 

private encroachment upon the stock or resources needed 

tor the national errort . 
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Another essential service which you can perform 

16, quite simply, to teach the people or your 

communi ties the !acts about inflation and defense 

t1nancing . You see in your da.1ly work men and women 

trom many walks or lite . You are in a key position 

to advise them, and your advice carries as much 

weight as that or a tamily doctor to his patient or 

a lawyer to his client . I knOVI that in these serious 

times you will give the right kind or advice, and 

tOAt your influence collectively and individuallY 

will be Joined with that or your Government in its 

ettorts to keep the cost or living in check. 

There is a real need or convincing the average 

citizen, right now, that he will have to accept rar 

greater taxation. 
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There 1s a real need or preparing h1m to make 

greater savings 1n h1s daily 11re to ensure the long- run 

survival and improvement or h1s standard or 11v1ng. 

Above all, there 1s a real need or explaining to him 

that thi s war cannot be won QUickly or cheaply or 

easily. ----It will require all- out errort on our part to 

tip the scales 1n this war . It will require every 

ounce or strength that our giant industrial system 

em give . It Will demand sweat and sacr1!1ce on 

the part or producers, workers, managers and consumers 

alike . And 1t will mean the greatest public 

expenditure that has ever been pumped lnto the 

arteries or our economic system. 
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oetense expenditures nave now risen slowly to 

more tnan a billion and a quarter dollars a montll. 

They will soon be a bil~on and a halt , but even then 

theY will be utterly inadequate compared to the need . 

Perhaps "inadequate• is too mild and charitable 

a word . we are trying to make ourselves the arsenal 

ot democracy by devoting only 20 per cant ot our 
• 

tactory and mining output to de!enae, only ~0 per cent 

----
ot our output o! durable goods, only 10 per cent ot 

our output or non-durable goods, and only 16 per cent 

ot our national income . That, surely, 1s very tar - --
!rom total de!ense or all- out et!ort . 
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Nobody can emphasize too otten or too strongly 

the magnitude o! the job which we American people 

have set out to do . Let me give you a tew simple 

illustrations . At present prices the cost or the 

total derense program as now planned will be more 

t han 50 billion dollars . This is 10 billion dollars 

more than the original value or all building 

construction in the United States since 1927. It 

is twice as much as the total investment in American 

railways . It is twice as much as the total value or 

all passenger automobiles produced in this country 

during the past rourteen years. 
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Yet there is no reason whatever tor us to be 

discouraged over the mere size or the job ahead. 

In spite o! a slow start, we are now on the road to 

an expansion or production which will contound those 

or narrow vision and little taith who cried, "It 

can•t be done . • The capacity or America to produce 

over the long pull is almost limitless. we -
/ 

Americans can do any job that we set ourselves to 

do . -
It is not so much the size or the undertaking 

as the lJ.!ltl..!.ed time at our c0111118Jld which causes 

our economic system to heave and strain . To telescope 

such a vast constructi on or production job within, 

not twenty years or ten years , but within one, two 

or three years, is bound to attect protoundly every 

aspect or our economic and social lite . 
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under the impact of our comparatively modest 

defense expenditures up to noV!, our national income 

has increased by fourteen billion dollars in a year, 

and we are feeling all the preliminary symptoms or 

a seri ous price inflation . What will t he inflationary 

forces be six months from now, when we shall be 

spending much raster and 1•tnen t he supplies or 

materials for civilian use will be smaller than ' 
they are today? Where will prices be then, 1f we do 

not act courageously to check them now? 

It is imperative that we set a side a great 

par t or t hat national income, a nd especially the 

increase in the national income, 1f we are to put an . 
effective brake upon inflation. 
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one indispensable method or paying tor «htense 

without intlation is •all-out• taxation, a method 
• 

that has not yet been tried in spite or the good 

start that congress has made in rais1DK *' 
in additional revenue . With the help ot the -

Revenue Act or 1941, our tax structure will yield 

about rourteen billion dollars in revenue, but 1n 

my opinion it still contains many ineQUalities aat 

many omissions which will have to be con-ected next 

year . 

The tax bill next year will hive to be a 

genuinely •all-out• bill, a genuine levy upon all in 

accordance with their ability to pay, it it is to 

ra1se the necessary revenue, place the necessary check 

upon inflation, and take the pro!it out or war . 
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The second indispensable method or drawing orr 

excess consumer purchases is by borrowing as much as 

possible from the genui ne savings of individuals 

throughout the country . I know I can count on 

your wholehearted cooperation whenever we have 

to come to your bankS for funds . The way to proceed 

now, however, is to finance our needs as tar as 

possible without adding unnecessarilY to bank 

deposits, to borrow instead from private investors, 

large and small, and thus to reduce the inflat ionary 

pressure or our swiftly rising national income. 

The Defense savings Program has now been in 

progress for five months . It has yielded. us a 

billion and a halt dollars from two and. one-halt 

million individual investors . 

Regraded Unclassified



- 17 - 1_52 

The result so tar is certainly not below our 

expectations, but just as certainly it ralls tar -
short o! our needs . It !alls short especially in 

that it has only begun to reach workers• payrolls . 

EVery one or the great national labor organizations 

has given its endorsement to systematic saving, and 

voluntary payroll allotment plans are now in operation 

1n more than tive thousand companies employing 

between tive and six million workers . Our strongest 

errorts must now be made in our great industrial 

centers, and must be directed at the good sense and 

patriotism or the workers themselves. • 
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I can !1nd no usefulness, !or our present 

purposes, 1n the old Liberty Loan method or !1x1ng 

money quotas tor communities, trades , labor unions , 

school classes or individuals 1n this Defense savings 

Program. I can see no value, either in terms or . 
• 

economics or or morale, i n high- pressuring people 

to take money out or bank savings accounts or out 

or lite insurance . But I do see a great benefit, 

f inancial and moral, in persuadi ng spenders to set 

aside, systematically, week attar week, a part ot 

their current income tor their own good and their 

country' s good . 
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The kind or spending that the Treasury is 

most anxious to divert into Defense Savings Bonds 

154 

1s the spending produced by pay increases and bonuses, 

and by increased dividend payments. I should like 

to otter as a suggestion, tor example, that every 

Christmas bonus in the United States be paid in 

Defense Savings Bonds or Stamps this year. The banks 

ot America can start the rashion so that it will 

sweep the country. The total amount or such bonuses 

my be small, but there could be no t1ner example 

to the public, no more striking reminder or the 

spirit or these times, no better safeguard tor the 

days or economic strain that are sure to follow the 

war. 
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we at the Treasury beli eve that the voluntary 

Defense savings Program has already awakened a 

greater sense or pride in America and a greater 

sense or participation in the nati onal errort. 

we Shall continue along that road or voluntary 

cooperati on, and I am perfectly contldent that we 

shall reach vast numbers who are w1111ng and eager 

t o put their savi ngs to work 1' or their country. 

In this errort the Treasury will continue to 

depend greatly upon the bankers or America, not 

only as its agents in selling Defense Bonds but 

also as missionari es in spreading the gospel or 

savi ngs in times like these . 
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There are no commissions for bankers in this 

work, and you have asked for none . But in order to 

enable you to give wider distribution to Defense 

savings Bonds, I am happy to announce to you this 

morning that it will no longer be necessary for you 

to put up collateral for the series E bonds which 

you keep in stock for customers . I hope that this 

will relieve the banks , especiallY the small banks, 

of a real burden, and I hope that you will not 

hesitate to tell us at the Treasury of any similar 

burdens which you feel may be hamperi ng you 1n the 

sale of these bonds . 

.. 
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Wider savings and greater taxes will not, or 

course, be enough in themselves to cope with the 

inflation that now confronts us . 

157 

You have seen the joint statement issued last 

week by the Federal Reserve system and the Treasury, 

dealing with the raising or bank reserve requirements 

to the limit or the law, and pledging full cooperation 

with the Office of Price Administration and the new 

supply and Priorities Allocations Board. 

That joint statement was a reminder or the ract 

that the Government already haS powerful weapons 

ot control 1n its hands, and that if 1t needs more 

power it will ask congress tor whatever it needs, 

in the tight against rising prices and fall i ng livi ng 

standards. 
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It is now asking for additional power through the 

price-control bill , which I hope will be passed by 

congress without delay . 

1 have already suggested an extension or the 

social security program as a possible method or 

absorbing several billion dollars of next year's 

national income and thus buildi ng a further reserve 

tor the future. · I have already suggested, not once 

but repeatedly, that the Goverrunent cut down 

immediately on non-defense expenditure, not only as 

sound financial policy but as sound anti- inflationary 

practice . 
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, or course , such a combi nation of emergency 

taxes, priorities , savings and price-cont rol wi l l 

cause some inconvenience ; of course 1 t will cause 

some hardship, sooe sacrifice . i'ie are no·:1 engaged 

ln a world struggle that demands all our energies 
• 

and all the qualities that have made America great . 

As a result of t hat eff ort v:e are compelled to fight 

( another enemy, t he enemy of inflation, on the home 

front . How can we hope t o win unless v.e first throw 

onto the rubbish heap all i deas of business as usual, 

pleasures as usual and comforts as usual? In my 

opinion, complacency is our major sour ce of we~~ess 

today in building our defenses, for 1 t saps our v1ill 

and clouds our minds, and blinds us to the stupendous 

,, 1 \ s ze of the job that confronts us . 
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we can conquer inflation on the home rront ir 

we act now, just as we can ensure the defeat or roreign 

tyrannY it we rouse ourselves in time. Most Americans, 

I think, are beginning to see that they have a personal 

stake in the right against inflation, just as most or 

them began long ago to see their individual stake in 

the destruction or the AXis war machine . 1 am 

con!1dent about the outcome on both fronts, because 

I have a deep and abiding raith in the common 

sense or the American people • 
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Bankers Association in Chicago is scheduled to 
be delivered at 10:30 a.m., Central Standard 
Time, Thursd,;, October 2t:J94I! and is tor 
rel ease upon ellvery at t t me . ) 

H it 

Three weeks ago, in a speech at Boston, I said that 1111 

were in the early stages of a serious price inflation, and that 

we must deal vri th the danger at once. I said then, and I should 

like to repeat it at t he very start of this talk today, that if 

we do not check the spiral of rising prices, and check it now, 

the consequences will haunt us and our children for years to 

COOlie . 

I outlined then a twin program for fighting inflation, on 

the one hand by reducing excess purchasing power in t he hands of 

the public, and on the other hand by increasing the supply of 

&oods, like farm products, which do not compete with the over­

riding needs of our national defense effort. 

I said then - and I feel very deeply about it - that it 

rras "sheer folly" for the farmer to seek higher prices for his 

• 
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crops at this time, for labor leaders to seek continual new 

increases in wages, or for landlords, businessmen, banlte·ra, 

or any group to exploit the present emergeno7 for selfish 

gain. And I asked for the understanding and support of 130 

million Americana in fighting the evil of inflation b7 ever, 

means in our power. 

There is no need to tell this audience of b&nkers of the 

need of common effort, on the part of ever, group and ever, 

individual in the co~t,. if inflation is to be averted, 

You have shown abundantl7 in the past ;year that 7ou are 

conscious of your duties and your responsibilities to the 

country. You have given magnificent help, and given it un­

selfishly and cheerfully, in the selling of Defense Savings 

Bonds and Stamps. You have given f urther help in the sale · 

of tax anticipation notes wni oh make it possible for ever, 

taxpayer to meet next 7ear 1s hee.V7 tax bill more easily. 

You have cooperated willingly with the Treasur7' s control .._ 
of fore ign fund.s , even though it interferes with the free 

handling of 70ur business affairs and sub jects 1QU to maD1 

complicated regulations and questionnaires. 
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In all these and othsr wa7s JOU have been such real 

partners of the Govel'IIIII8nt that I am veey glad to be with 7ou 

this morning, to thank you personally for all that you have 

done. 

But the most important task of American bankers lies 

~diately ahead, and it is a broader and bigger task than 

8lf1 you have yet been called upon to perform. That is the 

task of doing everything in your power, not only as bankers 

but as influential and respected leaders in your communities, 

to fight this evil of inflation wherever i t rears its head. 

llany of you will remember, from your own experience of 

twenty-five years ago, that inflation is just as damaging to 

bankers as to farmers, wage earners or businessmen, 

We now know that the doubling of bank loans and invest­

menta from 1916 to 1920, and the resulting doubli.ng of 

deposita in the same five years, contributed to the great 

increase in prices which brought such hardship to American 

consumers and such disastrous after-effects to American farmers. 

We now know that the infle. tion of a quarter- century ago, 

with all of its injustices and dislocations, could to some 

extent have been avoided if the Government of those days had 

acted more promptly, if it had taxed more heavily and borrowed 

more widely from genuine savings, 
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Vfuen the inevitable collapse came, no fewer than 2, 910 

banks with 790 million dollars of deposi ts were compelled to 

suspend oper~ttions in the five-year period from 1921 to 1925. 

numpty Dumpt y bad fallen from the top of a very high wall, 

and oany ye~trs of effort were needed to pick up the pieces. 

It i s our job at the Treasury and the Federal Reserve, and 

yours as custodians of the people •a mone7, to make sure tba t 

any present-dq descendants of Bumpcy Dumpt7 shall not go 

clUnbine up that wall of expanded credit and higher prices 

again. 
That is why mf first plea to you as bankers is that you 

scrutinize closely your own lists of applications for loans. 

Those lists contain vtithin them much of the ammunition of 

inflation. You have in your hands, therefore , one pf the 

ClOs t effective weapons for checking inflation at its source. 

You are sure to find, on looking over your lists, many ap­

plications for money for non- defense projects that would 

involve competition for steel or copper or any of the thou­

sand and one materials now needed so desperately for our 

defense effort. If you can postpone all such unnecessary 

loans until a later day, without waiting for the priorities 

to become broader, 70u wil.l be doing a real and lasting 

service to your countr,. 
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I hope that in the not too distant tuture tha priorit, 

• 51stem will become so effective that the suppq of practi-

cally all raw materials for all purposes will be under tul.l 

control ln the interests of natiODil defense. · fbat should 

165 

mean that materials which must be uud for defense purposes 

will not go into a:ey unnecen&l'f oivilian projects. But until 

that day coces, I hope that you will constitute ;yourselves the 

sentinels of the nation, in your own bank and your own colll­

cunit;r, in guarding against a:ey printe encroachoent upon the 

stock of resourcu needed for the national effort. 

Another essential service which you can perfol'lll is, quite 

simply, to teach the people of your communities the facts 

about inflation and defense financine. You see in your daily 

Tlllrk men and liOmen from lll8llY walks of life. You are in a key 

position to advise them, and your advice carries as 1111ch 

neight as that of a family doctor to his patient or a laver 

to his client. I know that in these serious ti.mes )'OU .-ill 

give the right kind of advice, and that your influence col­

lectively and individually will be joined with that of your 

Government in i ts efforts to keep the cost of living in check. 
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there is a real Dlled of conrlncing the annge citizen, 

right now, that he will have to accept far greater taxati on. 

There is a real need of preparing Ida to lll&ke greater aavings 

in his daily life to ensure the long- run surviTal w illlpron­

ment of his standard of living. Above all, there is a r eal 

need of explaining to him that this war cannot be won qulekJ.T 

or cheaply or easily. 

It will require all-out effort on our part to tip the 

scales in this war. It will require eveey ounce of strength 

that our giant industrial system can give. It will demand 

sweat and sacrifice on the part of producers, workers, man­

agers and consUJDBrs alike . And it will mean the greatest 

public expenditure that has ever been pumped into the arteries 

of our economic system. 

Defense expenditures have now riaen slowly to 1110re than 

c. billion and a qu&!ter dollars a 1110nth. The1 will soon be 

a billion and a hail, but even then the1 will be utterly in­

adequate compared to the need. Perhaps •inadequate• is too 

mild and ohari table a word. We are teying to make ourselves 

the arsenal of democracy bT devoting onl1 20 pe~ cent of our 

factory and mining output to defense, onl1 SO per cent of our 

Regraded Unclassified



- 7 - 167 

output of durable gooda, o~ 10 per cent of our output of 

non-durable goode, and o~ 16 per cent of our national in­

col:lll. That, sure~, 1a very far from total defense or all­

out effort, 

Nobody can emphasiu too often or too strong~ the 

magnitude of the job which we American people have set out 

to do, Let me give you a few simple illustrations. At 

present prices the coat of the total dafenae prograa as now 

planned will be more than 50 billion dollars. This is 10 

billion dollars more than the original value of all building 

construction in the United States since 1927, It is twice as 

much as the total investment in American railways. It is 

twice as much as the total value of all passencer automobiles 

produced in this country during the past fourteen years. 

Yet there is no reason whatever for us to be discouraged 

over the IIIBre sin of the job ahead, In spite of a slow start, 

ne are now on the road to an expansion of production which will 

confound those of narrow vision and little faith Who cried, •It 

can't be done , • The capacity of America to produce over the 

long pull is almost limitleaa, \'fe U.rioans can do ~ job 

that we set ourselvas to do, 
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It is not so much the size of the undert&ldng as the 

lied ted time at our conpnand llhlch causes our eC)()nomic qstem 

to heave nnd strain. To telescope such a vast construction 

or production job within, not twenty years or ten years, but 

within one, two or three years, is bound to affect profoundl7 

every aspect of our economic and social life. 

Under the impact of our comparatively modest defense ex­

penditures up to now, our national incolll8 has increased by 

fourteen billion dollars in a year, and we are feeling all the 

preliminary symptolll8 of a serious price inflation, What will 

the inflationary forces be six months fro111 now, when we shall 

be spending much faster and when the supplies of materials 

for civilian use will be smaller than they are today? Where 

will prices be then, if we do not act courageously to check 

tbet1 now? 

It i s imperative that we set aside a great part of that 

national income, and especially the i ncrease in the national 

income, if we are to put an effective brake upon inflation. 

One indispensable method of paying for defense without 

inflation is "all-out" taxation, a method that has not yet 

been t ried in spite of the good start that Congress has made 

in raising $3, 500, 000, 000 in additional revenue, With the 
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help of the new Revenue Act of 1941, our tax structure will 

yield about fourteen billion dollars in revenue, but in rq 

opinion it still contains many inequalities and many omis­

sions which will have to be corrected next year, 

The tax bill next year will have to be a genuinelT 

•an-out" bill, a genuine levy upon all in accordance with 

their ability to pay, if it is to r&ise tho necessary revenue, 

place the necessary chock upon inflation, and take the profit 

out of war. 
The second indispensable method of drawing off exces1 

consumer purchases is by borrowing &a much as possible from 

tho genuine savines of individuals throughout the country. 

I know I can count on your wholehearted cooperation whenever 

we have to come to your banks for funds. Tha way to proceed 

now, however, is to finance our needs as far as possible with­

out adding unneeessarilT to bank deposits, to borrow instead 

fro~ private investors, laree and small, and thus to reduce 

the inflationary pressure of our swiftlT riaing national 

income, 

The Defense Savings Progrm has now been in progress for 

five months, It has yielded us a billion and a half dollars 

f rom two and one-half million individual investors. The 

(' 

• 
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result so f~r is cert~nly not below our expectations, but 

just ns certainly it falls far short of our needs, It falls 

short especially in thst it has only begun to reach wor kers ' 

payrolls. Every one of the great national labcr organizations. 

has given its endorsement to systematic saving, and voluntary 

p~yroll allotment plans are nolf in operation in more than five 

thousand cocpanies employiDg between five and six million 

r.orkers . Our strongest efforts must nolf be made in our great 

industrial centers, and must be directed at tho good sense and 

patr iotism of the workers themselves. 

I can find no usefulness, f or our present pu.rposes , in the 

old Liborty Loan method of fixing money quot~s for communities, 

trades, labor unions, school classes or individuals in this 

Defense S~vings Program. I c~n see no value , either in terms 

of economics or of morale, in high-pressuring people to take 

coney out of bank savings accounts or out of life insurance . 

But I do see ~ great benefit, financi.al and moral, in persuad­

ing spenders to set aside, systematically, week' after week, 

a part of their current income for their own good and their 

country's good. 

Tho kind ·of spending that tho Treasury is most anxious to 

divert i nto Defense Savings Bonds is the spending produced by 

.. 

. 
• 
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pey incrJnses and bonuses, and by increased dividend payments. 

I should like to offer as a suggestion, for example, that every 

Christ~s bonus in the United States be paid in Defense Savings 

Bond~ or Stamps this year. The banks of Americn can start the 

fashion so that it will sweep the country. The total nmount of 

such bonuses may be small, but there could be no finer example 

to the public, no more striking reminder of the spirit of these 

ti=es, no better safeguard for the days of economic strein that 

are sure to follow the nar. 

'.'ic nt the Trensury believe that the voluntary Defense 

Snvincs Program has already awakened a greater sense of pride 

in A~oricn and a grenter sense of participation in the nationnl 

effort . •:Jc shall continue along that road of voluntary cooper­

~tion, and I am perfectly confident that we shall reach vast 

ntL"":l~crs 1·:bo are willing e.nd eager to put their savings to work 

for their country. 

lJ this effort the Treasury wil l continuo to depend greatly 

upo~ the bankers of America, not only as its a~ents in selling 

De~cnse Bonds but also as missionaries in spreading the gospel 

of savings in times like these . 

Thoro nre no commissions for bankers in this work, and 

you have asked for none . But in order to enable you to give 
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wider dlstr irution to Defense Savings Bonds, I am happy to 

announce t o you this mornine that it ldll no longer be ne­

cessary for you to put up collateral for the Series E bonds 

which you keep in stock for customers, I hope that this ldll 

relieve the banks, especially the small banks, of a real burden, 

and I hope that you .will not hesitate to tell us at the Treasury 

of aey similar burdens which you feel may be hampering you in 

the sale of these bonds. 

Wider savi ngs and greater taxes will not, of coUrse, be 

enough in themselves to cope with the inflation that now con-

fronts us. 

You have seen the joint statement issued last week by the 

Federal Reserve System and the Treasury, dealing with the rais­

lne of bank r~serve requirements to the limit of the law, and 

pledging full cooperation with the Office of Price Administration 

and the now Supply and Priorities Allocations Board. 

That joint statement was a reminder of the fact that the 

Government already has powerful weapons of control in its hands, 

and that if it needs more power it will ask Congress for what­

ever it needs, in the fight against rising prices and falling 

living standards . It is now asking for additional power 
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through the price-contl'ol bill, which I hope will be passed 

b7 Congress without del1.7, 

I have a.lreaccy- suggested an extension of the social 

173 

security pr ogra.m &s & possible method of absorbing eever&l 

billion dollus of next JO&r ' s na.tional income and thus build­

ing a further reser ve for the future . I have &lreaccy- suggested, 

not once but repeate~, thet the Govel'Illlll!lnt out d011n immedi­

atelt on non- defenae expenditure, not o~ as soUDd fina.nci&l 

polic7 but as sound anti- intlationarr practice, 

Of course, such a combina.tion of emorgeno7 taxes, priori­

ties, savings and price- control will cause some inconvenience; 

of course it will cause some hudship, some sacriflce, We are 

no11 engo.eed in a world struggle that demands &11 our energies 

and all the quslities that have mede America great. As a re­

sult of that effort we a.re compelled to tight another enelllf, 

the enemy of inflation, on the home front. How can we hope 

to nin unless we first throw onto the rubbish heap all ideas 

of businoss as usual, pleasures as usual and comforts as 

usuo.l? In m;y opinion, complaoencr is our major source of 

vrealmess toda7 in building our defenses, for it saps our will 

and clouds our minds, and blinds us to the stupendous size of 

the job that confronts us. 
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we can conquer ln!lation on the bo• front 1f ,.. act DOW, 

Just as we oan enaure the defeat of foreign tJr&ml1 it w 

rouse ourselves in time. lilst Americans, I thllllc, are begin­

ning to see that the7 have a personal stake in tha fight 

agatns t i nflation, juat as moat of them began ,ODg ago to '" 

their indivi dual stake in the destruction of the Axis war 

machine. I am confident about the outeo• on both fronts, 

because I have a deep and abidiDg faith i n tha eo_,n senae 

of the Alllerican people. 

• 
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TREASURY DEPARTMENT 175 
INTER OFFICE COMMUNICATION 

DAn October 2, 1941 

ro Secretar;r liorgenthau 

Here are Neville Ch&aberlain' s statements, 
which I aentioned to ;you the other day, about 
taking the profit out of war. 

Aa you requested, I am also attaching a 
summary prepared in Mr. Blough's office dealing 
with British taxation of profits. 

J: A. 

Att. 

• 
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Neville Chamberl~in, speaking in t t e Pouse of 

CoCIOons on April 26, 1939, said: 

"I wis~ to me.~e clear. t hat the t~e when the country 
is enJaged 1n a maJor war l S not the t 1me when individuals 
should be increasing their fortunes out of the conditions 
which ?:ar creetes . It is the Government's i ntention, there­
fore, if such a war broke out, that legislation be enacted 
wbict would impose special ~enaltiea on profiteering and 
provide that any increases 1n profit or individual wealth 
shoula be appropriately curtailed to benefit the state.• 

Speaking in the House of Commons on the following day, 

April 27 , 1939, Ur. Chamberlain said: 

"In the last war we had t o proceed in our endeavors 
to limit profits by t rial and error . We l earned bf experi ­
ence, and toward the end of the war (the World War ) we knew 
what was the best of the ways that had been tried, to use 
the common phrase , to take the profit out of war. Next time 
we shall start where we l eft off and along with measures 
whict are desibned to check and control the rise of pr ices 
of necessities we intend that a system shall be introduced 
to deal with all profit s arising out of war and not merely 
profit s arising out of armaments. " 

This pled6e by the l eader of the Tory party was the 

basis of the excess profits taxation introcuced i~ediately 

after the outbreak of the war. 
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SpeaJdng on Januaey 9th, 19-tO, at the Lord )l.ayor'a 

LWicbeon at Kanaion Houae, llr. Chamberlain aaid: 

177 

•our system of contracting and coat accounting has gone 
1 long way to prevent &nf unreasonable profits being made 
out of armaments. If such profite, either reasonable or 
unreasonable , should still be made, out of let ue sar, in­
creased output, well then, there is the excess profits tax 
which soon sweeps awar a good part of thea. 

"Barely a year ago, speaking in the House of Commons, 
I warned the oountey that it was the intention of Hh l!ajeaty•a 
Government that direct taxes, which were already so heaYJ as 
to constitute conscription of wealth, would be still further 
increased. Well, that prediction was fulfilled when ~ he&Ty­
handed friend and colleague (the Chancellor of the Exchequer, 
Sir John Simon) last September placed hie little finger upon 
the shoulder of the income-tax parer; and we have been getting 
at the income-tax payer in other and mor e indirect wars . • 

Winston Churchill explained hie personal philosophy about 

profits. in a speech in the House of Commons on June 1, 1937, 

when be strongly opposed the proposed tax on the growth of 

profits. He said then that it would be an ~bandouaent of the 

capitaliat aystea to "penalize the spirit of individual daring 

and initiative" which, be aaid, the proposed tax would do. 

Hie speech also contained this passage : 

"Pereonallr, I do not mind saring that I would have gone 
as far after the war (the World War) as a capital levy. It 
seemed to me and I think to others that it would have been 
quite fair to say that no one should oome out of the war richer 
than he went in. I think that that ought to be considered in 
case we have another unfortunate experience of that kind . " 
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Britioh Rational Dofenoe Contribut ion and 
llxcoso Protito !u 

I . Jotional DtttAit Cpntr ibption 

'l'be !latlono.l Defenae Contribution lmpooo<i by the JiD&Dco Act of 
Jul.)' 30, 1937 , a o amended by tho JiD&Dco Acto of Ju}¥ 29, 1938 end 
JW1t 27 , l94o, 1a a tu on t he total protl to, o.rioiD« 1n each 
charttablo acccuntilljl period falli ng within tho five yeara begin­
olD& oo April 1, 1937-March 31 , 1942, from all tradoo and buoineoooo. 

Vhon tho exceu p rctih tax we.o firot l.mpooed by the Pinance 
Act (No . 2) of 1939, the llatlonal Dotenoo Oontrlbution wao con.-
tiouK from April 1 , 1939 aa e.n alterne.ti,.. tu to tho excooo profito 
tu. 

Bate of tu 

!be re.te of t&X io 5 percant in t he ce.oo of a compe.ny and 
~ percoot for an indiTidual or pe.rt.norohlp. 

ExtJtQtion• 

178 

T~oo and buoineooeo vhoee profito do not eseeed 2, 000 poundo 
are exempted; Mil thooe yhoee protito excu<i 2,000 pounlio, but are 
loao thnn 12, 000 pounda, receive n tax baoe credit eque.l to one-fifth 
of tho dlfforonco between the e.oount or the profits end 12,000 pounllo. 

Polatlon of national defenoe contribution to Income tu 

Tho national defense contribution io an allcvable deduction in 
compuUJl4l the profits of a trade or buoinoao tor the purpooeo of tho 
lneou tax, but in calculating the p rcfito for tho national defenoe 
contribution no daduct ion 11 allovod tor inccco tu or national 
defenoo contribution pe.rmento , 

hloUon of oxceoa 'Drotlte tax to national llofouo contribution 

Under proviolono of Section 19 of tha J inanco Act (lie. 2) of 
1939, ao amended by the Jine.nco Act of l 94o , the escooo 'Drofits tax 
ud tho national defonoo contribution aro oe.ch computed without re­
GArd to the other, and the texpe.yer 1a char&ed vhl.chnar tax 1a the 
hi&her . 

• 
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11, Exeeoa Protih 'l'ax 

Tho oxcut protito tax enacted b)' tbo l 111&110e (lie , 2) Act cf 1939 
oppliel tc all tradeo e.nd buaineooeo co11duchd b)' ind1Y1dualo, par\ller­
ohiP• and ccrpcrl\tiono , Profeeoiono depencl.iDC Wholly or aainly 011 

peroo110l C(llal1f1cationo are exempt . 

Bt.U o! tu 

I11 the J'ille.DCe (llo. 2) Act of 1939 t ho rate ve.a 6o percent of the 
profite In excoot of t he atandarcl. protito e.riliDC in ~ ch&r&Vl>1e 
eccoWitiDC period begi1111ing 011 or a!ter April 1, 1939. !he liDADM 
J.ct of J1111t 27, 194o 1ncree.aed the rate t o 100 percent with roepeet 
to e.11 excue of protitt e.rioiDC in ~ chargeable accountiDC poried 
becil101"1 on or a!tor AprU 1, 19l!o. 

Undtr t he linanco Act of 1941, 20 percont of tha not a2>W1t of 
excuo protitt ta.x pa.id by eYery concern for ~ :rears dnriDC which 
the 100 percent exceu prof its tax rate 11 111 affect 11 treated aa 
a poot-var credit, The amount of ouch cred1t 1o to bt roflmded after 
tho Ve.r at euch time ao Par1iamel1t OJa:1 determine . 

Baoil of tax 

In ge11er111 the tax ie based on otande.rd profi to determined aa 
follows : 

(a) If the buoineso vas commenced before 1935, t he ta2P«Jer 
&a:/ ci>OOII 1935 prcfito, 1936 prcfite or the oYtraGe of 1935 &nc1 
1937, or 1936 and 1937 protite; 

(b) It t he bueinese vae co•ancocl. in 1935, the t u;p&)'er JM:I 
cl:oou 1936 profitt or the anr86e of 1936 and 1937 profit•: 

(c) It the buinete vao co•encocl. dllri"' t he firot half of the 
celoncl.ar :rear 1936 , non>al prcti tt are thooo of t he eueceedillg 1ear • 
for bueinou co111>eneed aUer July 1, 1936, stanc1ard profitt are: 
8 percent of inYeotocl. ca~ital tor corporationo and 10 percent tor 
1nd1Y1duolo and partnerehipo. 

Prof1ta 

Proti to art coopu ted in the eo.11e III&IIJIOr ao thooo for i ncome tax 

purpouo . 
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!JtcepUonnl depreciation 1a hovenr, dlovod In caooo of 
pl&nt upllllion after ~e beg1nnin4; of the :rear 1937, 1t tbe nev 
racllltle• vill be oubject t o exceptional depree1at1on and will 
beeooo oboolote ao & conoequence of t he pre .. nt var . Pendl.Jl& 
!leal 4otormlnat 1on, t he Cocm1oe1onero m«r allov extraordin&r:r 
de~reclaUon In an 1011ount not exceed!~ 10 percent of tho net 
coat o! tho nov fae1l1Ueo. 

Mi ni""' allo>~aneeo 

1.80 

~ t no.de or buo1neso, r e;:ardloao of t la date ot ita beg1nnl.Jl& 
or IU form ot buo1naoo organ1l<ation, 1a allovod. a m1nillll.D otandard 
pro!lt o! 1,000 poWida 1n any chargeable account1Dg 1>eriod, In tho 
cue ot a oola , ropr1et oreh1p , partnerohip or a 41rector-eontrollod 
corporation, tho alnimm 1a ra1oed to auch ueater owo, c¢ oxeeodl.Jl& 
o,OOO pow>do, aa 1o arrhecl at b7 allov!ng 1,500 ponndo for each 
•vorkiDG proprie~or.• Rovever, vhen the Cocmdaaionera are aatlafied 
tbat tba 6,000 1o inadequate, conddarin4; t he natura o! the bu&1nooa 
ecd tho 1111 or ito aoaeto, tho 1,500 pound• u:t be 1ncreaaed by a• 
mch u l,OOO:p>unda 1n respect of not more than tour vorlcing pro-

prlatoro. 

!elation ot excoaa pr ofit• tax to income tax 

The a100unt of the excess prof1to tnx pa:rnblo In an:r chargeable 
accounting period io allowed to be deducted aa an ozponao incurred 
In that period for the :purpooea ot the 1ncoM tax, but no deduction 
Ia allowed tor income t&X, nat ional defenoe contribution or exceao 
prot1U tax in comput in4; excess protito . 
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1-\,4 Percent Treasury Notes !~turiJ16 Dece:llber 15, 1941 

Amount Owned on August 31, 19~1 by the Tventy-Five 
Largest Holders Reporting to t he Treasury 

( I n millions or dollars) 

National City BankL New York ............... . ....... .. 
:-!etropol1tan Life J.nsuranoe Co., New York, N, Y •• ••••• 
rtrot National Bank, New York, N.Y .................. . 
A.<terioan llational Bank, St. Paul , Minn ••••••••.••••• • 
Co~onwealth Bank, Detroit, Mich •• •••••••••••• . .••••• 

Central Trust Co. , Cincinnati, Ohio .•••.•.••••••••..• 
A:!erlosn l-lutual Liability Ins. Co., Boston, Mass • •••• 
Sea:len 'a Bank for Savings, New York, N, Y •••••••.••••• 
Ban< of California, N,A. , San Francisco, Cal ••••...•• 
:2:l:i3"ant Industrial Savings Bank , New York, N.Y ...... 

l-:ut\1111 Ll!e Insurance Co., New York, N, Y ••••••..••••• 
Ohio Nat i onal B~. Columbusj Ohio • ••••....••••••.••• 
c,ntral Missouri Trust Co . , et'feraon City, Mo ••.••.• 
State Mutual L1t'e Assurance Co., Worcester, !·!ass ... .. 
Worcester County Trust Co., 'ilorcester, Haaa .... ..... .. 

!Unere National Bank, Pottev11le, Pa .............. . .. 
First National Bank, Chica~. Ill •• • .•••.•....... . . . • 
First Galesburg Nat . Bk. & Tr. Co., Galesburg , Ill ••• 
Lincoln National Bank, Washington , D. C •••• •• •..•••. . 
Bankers Life Insurance Co., Lincoln, Neb •••••..••.• . • 

~ulton Trust Co. , New York, N.Y •••••.•.••..••..•••.•• 
Str:lt't'crd Savings Be.nk, Dover, N.H ••••••.•• ••.•••• .• • 
Guarant y Trust Co., New York, N.Y ••••.•.••••.•••...•• 
M~ylan~ Trust Co., Baltimore, YA •••.....••......... 
Inl ua tr1al Trust Co., Philadelphia , Pa ••.•••••••.•.•• 

Total acount owned by 25 largest holders •••••••.• •• 

Total privately held supply ....... .. ..... · .. · .. •· .. .. 

Percent or nrivately held supply o~~ed by 25 
l e.roea t holder a .. ... . .. . .. . ... · · · · · · · · · · · · · · · · · · · · · · 

12,6 
7.5 
6 , 0 
3·5 
3·0 

2 . 5 
2 . 0 
1.9 
1.6 
1.5 

1.3 
1 . 1 
1.0 
1.0 
1.0 

.6 

.6 

. 6 

.6 
---:.2 

54. 3 

161.3 

33-7 

orho e ot the Secretary ot the t reasury, 
D1v181on or Research and Statistics. October 2, 19'l-1 
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Seri• :1 - Poet Offlc .. 
Berl• :1 - :a.:.u 

Serlat :1 - 'rota1 
Serln J - llMka 
Serlea G - llal>lco 

0 
!Otal 

Snlaa alnce llq 1 , 1941., b)' MonU>a 
Cb Buie o-r Iasue Price 

(In thOuaMdo of dol.l.an) 

$ 112,~ 
57.7 

• llo, WI 
61,729 

• 50.558 
94,717 

100,581 102,517 11;5,274 

}7.817 28,876 27,~9 
211,1120 183,134 169, 8 

$3119.818 $}14, 527 $342,1}2 

1 82 

• llo, 725 
76,878 

117,60} 
20,}18 

127,685 

$265,6o6 

Offlce of the Seerettu7 of the ~aury, D1Y1o1on of Research and Stat1at1ca. 

CONfiDENTIAL 

1 8ept•ber total 

• rr·ll7 • 21}, 025 
7.123 }58,191 

105,241 571,217 
18, 099 1}2,469 

108,987 800,725 

$2}2. 327 $1,5o4,411 

OCtober 1, 1941. 

Source: All t1£1U'el are depoa1 h with the orreruourer of the l.hl ted Stet eo on account of aalaa of 

United Statea Saving• Bonde. . 
llote: Ji(IIU'II bnYe been rounded to neareot thousand and will not neoeuar1l)' add to totnla • 
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1,216 1,UI2 1,liJ ~ 1' 
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CONFIDENTIAL 
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eoloa of 1Jal\o4 ''-'" Ia"- loll4a. 
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TREASURY DEPARTMENT 185 

D EFENSE SAVINGS S TAFF 

October 2, 1941 

Th• l'onoreble Henry J . Morgentheu , Jr ., 
socretory of the Tree$ury, 
l''oohlrg ton , D. c . 
Hy cJ fl!,;r 'l:r , Secretary: 

Messrs . Ned Brown , Phil Clerke and V:elter 
cu,., .. ings kno" very little of th~ person we were dh ­
ru~~lre . However , I wes sbl ~~t t o c:ontf'et ~~r . R. u: . 
'' l ~l>ol1 , Vice- Presid ent of t he Contlnentel Illinois 
:·o •tcmsl Bank t- Trust Company , " ho states that he bas 
l·n"' n our subject s ince he we a e be by. 

!'r , Kimball elves him e very fine recommenda ­
tion , fttates tha t he has @n analyt ica l mind , Is tlre-
1~!• In ef f ort, tactful , a born salesmen, end Is r es ­
pect~d by ell the people he knows. P. ls nome life Is 
"">at doslreble , end he d~ee not oar11 !or sool~t~ . -Ho comes of e fine f aMi l y , and one or h is 
3la te1·~ marri ed Ben Whom , who Is receiver for the 
Chlcoeo en<l Eastern Illlnols Rall.roed Compony . He 
dso confirms e checking I had made throue.h Hill's 
F'epor t s , Inc ., who states t hh part) hoe en office 
nl 231 South LeSelle Strflet, where he deals in aecur1-
tl ~· . 

Prior to 1934 he wae " l th Eaa~an, Dillon 
•!ld Co . , the I ll inol a ~ercbents Uett onal B&nl< , and Ylith 
~ 1nttrop , l!ltebell "'co . from J em•ery 1 , 1934 to ,Tune, 
1038. 

He is forty- one yeer• pf'See , marr ied , end 
" Aa thrt~e children . He o"!'la his o ... n hor.te , built eleven 
l'~er• a eo, in Berrineton, llUnols , Formerly he lived 
a t 1103 Spruce Street, Evanston, Illtnol a , which home 
vea sol~ i n 1Q38. 

He merried a Sarah Louis e Buff i ng ton , daughter 
Of F • . J . Bufrtngton, which of cour•e makes them legel 
ooueine , The fa~ilv dlaowned the deughter at flr•t, 
hut. bt'lc&mA rAOoncll~d , hter leovlne $2 , 000, 000 to 
.:3, 000, 000 to two girls , one o f whom now lives In 
· orth Caroline . 
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TREASURY DEPARTMENT 

DEFENSE SAVINGS STAFF 

October 2 , 1941 

The Honorable H. J . Morgenthau , Jr ., 
Page 2 . 

186 

They are apparently in very comfortable 
clr~urns tenees . While at Winthrop , Mitchell & co., he 
was r8puted to earn ~10,000 to t l 5, 000 e year , but 
other sour ce• aay his earnings in rACent years run from 
! • ll , OOO to t so, OOO annually. 

His commercial record Is clear . He is a member 
of the Union League and Attic Cluba in Chieego . 

t believe t he foregoing will aid you materially 
In the information you seek, bu t 1f I cen be or further 
• snlatenoe, pleese advise. 

nhc :en 

Sincerel y, 

Norman B. Colllr>•, 
State Adm1n1strotor, 

, 

I 
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Jc tooer , 41. 

: J .• ~ ~L:t i ~ • U l \. .. o 

r,\. IU J,. ;,..~ tiC ~CY'lU L t. .d .• , ').,Ut. l.;m 

L.r·t.; c ~ : ,l!!"£"0 (.• , ,..n ~ v~in ·i t! 
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TO 

TREASURY DEPARTMENT 188 
INTER OFl'ICE COMMUNICATION 

o•T• October 2, 1941 

Secretary Yorgenthau 

11r. Kul:n 

The Radio Corporation of America, which makes 
Victor r ecords , has sent me the following information 
in reply to your inquiry. 

The four most popular conductors are: 

1. Toscanini 
2. Koussevitsky, conductor of the Boston 

Symphony 
3. St okowski 
4. Eugene Ormandy , the new conductor of the 

Philadelphia Orchestra 

The twelve most popular compositions , on t he basis 
of sales of records, are the following in this order: 

Jl. 
2. 

....-3. 
4. 
s. 
6. 
7. 
e. 
9. 

10. 
11. 
12. 

Tschaikovsky, Nutcracker Suite 
Beethoven, Fifth Symphony 
Tschaikovsky, Piano Concerto 
Schubert, Unfinished Symphony 
RimEki-Korsakov, The Scheherezade Suite 
Cesar Franck, Symphony in D minor 
Tschaikovsky, Sixth Symphony (Pathetique) 
Dvorak, !lew \'1or ld Symphoey 
Strauss, Blue Danube Waltz 
Wagner, Orchest ral music from Tristan ~ Isolde 
Brahms, Second Hunearian Rhapsody 
'Mozart, Symphony in G minor 

This information is confidential, and I assured the 
RCA peopl e tha t we would make no us e of it outside of the 
Treasury . 
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Treasury DepartmeM 1 89 

Division of Wonetary Research 

Date!:-.. .',., .. J •.. ~.~t.l9 

To: S~c~~l~:-.: ..:.,, . .: r.th&u 

t.hat... 1!! the wtek •: :: · ,. ; t"': .. b( :- ::! ... , 

onl;: · a a1x>u:. ./:"SO, c ... c . .Lt. :--a. , c!" 

f co'l:-:-P , tu <L-:.. t .. ::.it; in~· t rc~'lc~.~ . 

/Jh~.. . "wr. ·t« ... ( ... ' 
..J ' ,• .- I Ll . 7_.., I!• 

/ {r ~ 

r />.CC ;/ 'A "'- · 
Ill! . WHl 'l'E 

Branch 2058 - RoOCD 214 ~ 

Regraded Unclassified



TO 

Su!lject: 

TREASURY DEPARTMENT 

I NTER OFFICE COMMU NICATION 

Secretary Korgant hau 

Kr. White 

190 

o"n October 2, 1941. 

----
Exports t o Russ i a, China end J aoe.n as reported 
to the Treasury Depart men t duri ng the week end­
ing Sept ember 20, 1941 

1. Exnorta to Russia 

Exports to Russia as reported to t he Tr easury during the wee~ 
tndi n; September~20, 1941 amounted only t o ebout S750,000 as co~­
par ed with over q5 , 000 ,000 during the p revious week . Gasoline wAs 
the only 1teo or a.ny sign1f i canca. (See A:ppendix B.) 

2. Exnorts to China 

~I 

Exoorts to Free China as reported to the Treasury during the 
"'eek under review amounted to nearly $4 ,000,000, e. consi der able ' 
i ncrease e.s oomne.r ed with t he or evious week. Exoorts to Occuo i ed 
China amounted to only $156 , 000, a low for the last two months . 

(a) Exports to Free Chine. consisted mainly or t rucks . 
I n addit i on, s i gnificant quantit i es of e.ircre.~t engines 
end narts, auto parts, tires and blankets were reported 
t o have been shipped. ( See Appendix C.) 

(b) Exoorts to Occup i ed China included leather, miscel ­
laneoua rood products, cigarettes, medicinal nreoerat i ona 
and miacellaneous office supplies. (See Appe~ix D.) 

}. EXllorta t o Japan 

E~orta to Japan as r eported during t he week under review 
were negligible, consis t ing only of one shipment or ci~arettee 
valued at $114. or cour se J e.nan may very wall be t he ulti mate 
dPstinat ion of much of the ' goods exported to Occupi ed Chine.. 
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Appendix A 

hporte troa the u. s. to Ch1.na, Japan and U. a. s.R. ae reported to tbe 
'l'reawr)' Departaent, Jul7 211, 19~1 -- Septeaber 20, 19~1 

( 'l'boueanda ot doll are) !/ 

Jlxporta to China &xporta to lxporh to 

'l'otal To Japanese to chine .. Japan u ....... 
controlled porte controlled porte 

Jul7 211 - Aug. 2 93~ 
2.rt 

395 1,657 .,.,~~ 
Aug. ~ - Aug. 9 2,79 1a9 
Aug. 11 - Aug. 16 1,2711 309 ~ 

986 
Aug. 111 - Aug. 23 1,352 l,i50 

2 2,735 

Aug. 25 - Aug. 30 736 35 1 l , Oz:J 

Sept. 2 - lept. 6 1197 1§i 
20~ .,.,280 

Sept. II - Sept. 13 2,0311 'II 2,2111 'II 5.217 

.. pt. 15 - Sept. 20 J.9]8 ~ ~ - 752 

total 1~,010 7.996 6,01~ 1,11~ 20,067 

!I !he .. t1garee are 1.D part talten troa cop1ee ot llh1pp1.Dg aan1tute. 

'II Beg1nn1.Dg with th1e weelr. t1guree tor exporte to Free China include uporh to 
Rangoon which are not reported u be1ng tor re-export to Free China but which 
are preeuaed to be becauae ot tbe ccna1gneea. 

reaeurr Departaent, D1T1a1on ot Monetary Research 
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.&ppend.1x B 

Prillc1pa1 BJ;porta rrca u. s . to u.s. s . R. 
e.a reported to the Tre&aurJ Department 

during the week ancU,ng September 201 1941 
(Thousands or doll&rsJ 

Toto.l exports 
Pr1n<~1pal. Items 

Gasolille 
Drilling units and 

appurtenances 
Oaa oil 
Rotary dr111 units and parts 
Power ah.ovel , spare parts 

• 

'l'i'eaaury Departlli8iit, bivialon or Roneta17 ResearCh 

1.92 
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Appendix C 

PrinCipal Bqlorta f'rca U, 8 , to Pree Ctl1n& 
aa reported to tbe 'l'ra&8111'J' Departaant 

dur1Dg the week end1Jia Sept.-bar 20, 1941 
(~aande of dollars) 

Total export• to Pree China (including 
exports to Burma presumed to be deetined 
tor Pr•• Chilia) 
To Pr•• China 
To au--a 

Principal Iteaa 
Gaao1ine a D1eae1 Trucka 
.f.1roratt engines, 1natruaenta 

and parte 
Auto parte tor aaaembly and 
replac•mt 

Auto and truck tires and tubea 
Cotton and wool blankets 
Iron & ateel sheets, platee, 
bars and rode 

Passenger cara 

1.93 

2,458 
199 

192 
162 
1~1 

86 
24 

Treasury Department, Div!slon of konetarr Rese.rGh 
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.Append1x D 

principal Exports trom u. s . to Oooup1ed China 
as reported to the TreasU17 Departaent 
during the week ending September 20, 194l. 

(Thouaande or dollaral 

Total Export• 
principal Itt111L8 

Leather 
Jliaeellaneoue food prodllota 
Cigarette• 
Uedieinal preparatione 
Miaeell aneoue ott1ee euppliee 

TreasU17 Deparbnant , n1Viaion or llonet&I7 ResearCh 
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T":I.F.:GRA!! SENT 

TRB 
GRAY 

Octobr.r 2, 1941 

6 p . m. 

A:,;:RICAN CONSUL, 

HONG KONG, (CHINA). 

312 . 
FOR FOX f'RCI( SO::CR£TARY OF THE TR'::ASURY . 

QUOTE W1th r sfrrenot to No. 304 of SeptembEr 

29 pleasE corrsct paragraph s1x to r ead "po1nts 

ten to th1rt,cn11 • EN D QJJOTO.: . 

~.<:FL:liCE 

HULL 
(FL) • 

Regraded Unclassified
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i~>.k#.J'Ili\AIS& or !'CUO!WI aaanu 
f'AOJII -rl•aa &~aaaq, .,.. ... 1 .. , Clblaa, .ta •.a. 
Ill\ flU Oa\eMJ' 2 , 11411 2 P••• 

110.. 401 

c;• a"'be r M , v!"~oh ""' r eaeiYM l r a\ fl l ~·· Mo . :504. 

'11 \.b n g ard \o u .• r•l•G••U~c of the Ceat rOll l &nlt ,. 
t l .• •~ , oclt on e1 Ul t ot tl'.e •ooo~rr tln~ baAka" .-1 

t ! • 4•oectrr l1s~~~ n ~ Ule eon t N l ot r eal t tal>o• ' • 1 

rL rJ RRl Y -~•l te &4• l nst I\Hib al\10 11 0 

At \ ht ?• ~ tl•• when tbe Kl nl 1trt of F\n~• an~ ~ 

1>unt r 111 a.nk t\r·e •oat ••a•r to eooper u vi\b Allt rlaa, U 

1t u l t-.b11 1aa4'1'111lbll p<. llUe8117 to 1\lh natl \.ba. 

( &) 'teaterdaY .. rtertl. ua a t a long ~n~ oor 41al eonraraaaa 

~~~ ~ H1n\ at er aa4 \ b e Vlot Mlnl t\ere, \he7 .wl.at....& 

to \ urn o.wr to the Board ·~rt nroee9dt ~ ral t t .-.••• 

The ot f le\a le .. a\ l oaet abo•• ve· t a erol 7 ~ltl ng _, 

r e \"1'11 \o •~•• ·~•h a neel~\ loll a4op \41d II)' tbe ~• nee 
c.,urol O..luloll. nw naM tor a\reas\Mn1Dg \hi Oaall'al 

1\,,,.,. 1 a reeosahel t17 tl\111. !llaJ • re •bout to appron* 18" 

I n \1•• aat\ef' of a ulS111118 o.n Aallt'18AII b11nkl n& expe r\ 18 

u-. 
It~) ~ reol 41 ttl81llt7 1 111 the pro•~n t .-.~re, 

uo.U4 'be • X?•rl•• ... 1a toe ..orlt I ll! out or a enUata••., 

-Joell.o.~~~te 0.)11\Nl O_,l .. 1o.,.8o ~ ,.rr• Jitl ... nt oft the l U.I 

or dill 

' 
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et tale Maalla pltA. lb.ol&l& ,..,. 104 -. • PW. .a. 

n-• aJ.IIl•b7 wi.U ne' _,..,..._, ... , 1a .... ,. a 

pw~ \l&ntlll)l M1 ..Utlea\loae, .,..., ,...,_ 'dU 

IICidCI~Wl)' lll ....... 

19? 

. aaue, rer ·-n••• " "-'• u.. artuaa .... , 111 .. 

(t) ll1Ahli'J' .. 4 C..lral a.&k0 U. ftrJ J'lal .. 111 If 

eoope,., U oa .. .,, lul e 11••1¥ '-"• 'IMilU ,.. Vltll u.. ld'-

o~l4 w CUU'eJ'N 'bJ .. lftrt .Aow or &1el~'"' ot u.. 

.. a our pa rtlo It le _,.. lneaUil ~ enr w heat tile 

loOIIIIhl It \AI fiUDIM 0eYW IU Vl\la - 4.Uia., 1JI 

Yh w o t !.hi , ... , tba' (t) h \o lll ~14 la lloa& a..c ... 

Jl.> l 111 Cltllulc.U .. . 

fo • itA NjJ&J'4 &Q \he o.par\alll' I I pltDh 0.2 ... &l ' 

flo). b .,... \IA4ealrellllo rt Yl et lbt tu•H•Uolllo wblela are 

AlrenC, oa aeural U.IIDM 080 b.aYI no eatko.llf(e llllelDIMJ 

t urM pNb1<~ ( aa•l 111o re) or w oU.re ~a ...... ..,. b&D41e& 

r MJ. u~~.~~ .. , 01 1111 ••Ill•• .t.II<I114J ~b• 1 •••H vUoaa reaalallll, 

e-. have eooper . '" poorlJ lOA& U p .. r nM b.c e Mea 1(191& 

l.v o)~llere. Tu deo.,nralhe ~\t..n•• • aa4 ilin all Nlllu! 

;.. ;,ver• uoder £ 1 • IMI&leeal)' ~0)\fl l\3 c•phUoa ln U. 

lla¥ ot the bAA!<• &1141 e~t UhdJlCbal, e a]'llh ll't u U. 1M.,. 

b a *' tu1l1Clu 1D llba~l ADd ~•l't Ull1u4 r .. UlUu 

thewllere ' e lteep a eMik aat.htaewl'll¥ 11 * eoope"'U• 

ot t he b~~•· Ia .taw a t L\a a.alet.'t \1 pl~ ~all, 1 -..114 

a...ta rdhe r \ olLa ar ._,.., wl\!1 \A~ OIDtral l a nk - U) 

lapertee\ _. l\ la (')• Oaa ot ' h' Ctatral l&nt11 -. .. -
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....... .,....., -... tel•• ........ la ........ .. 

...... e~ ... , ....... 1 ........ , ....... . 

.... u .. ~ .............. ,. 
lt I.e "ll·et .... , .. teU I 'PI II& ....... -

lo .. lwJL l le'll I .a..& 11 aU "-• 

1o ..... 1 e•e~la.U.._,,.,.,.,_. ..... , ................... -- ,.. .... ,,, ...... 
.. .. lljcl 1 ........ , • .,., ...... .u, .. 

........ ... ... Sllll'lll u .... " -"- 1 ••• 

... 111411eate tllat .. ....,.. .. , llltl,.te 'II.Ul .. ~~~~as&• 

..... tM &Mlt1ae If ...... ,.... MM• I l"te! 

~. (Teet...., I tuse11 .. , Ulle le -.. .nlelel .. 

••1 wl" t1r * JUala.., at ., ... , " tM ._.._..) 

cil& tM I) tal II ....... OIMt Mal'lNa IQNII I J 111'1 

... ............ ., a .......... le - lafl ...... 

aftlh»• 'll.a r 1nrf " .. a.q• llelel,... 1 1111 1 • 

.. ,....., ,._ 1a,. ... ,1oa ........ u..., ...._ u u ut• 

Qllltl .a., tnrtsn ,.aluae. 
t. 11M I8JE l st•e W ls ... ., .. ...,. 

•· .. ...,...._. •• wb.-....-.• ~a-.a;u,....-

_.,, .... u 11 ......... , a -.u•u• 11a _.. 

tv •o. ... tlal .,_ af au.• te• 1M ..,.._,,, i w 

·-at u.. ... ,,,..u11 ...,... • .- .. , •lad, went•eJ .............. .. .. 
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• 
.. .. ••lls•llll!&~11• JPW e' lla .u .._ .. lt ...... , 
'• .. •• 1 •''• : a a' • , tt • ..... ......... 
Ia 11r teild .. fll lltl , II .. I at .. ,, ..... 

Ul MUMtl ..... tM ... '"'"• f/11 hi a? Ja .. 
0 

•• ' 

., wa •n1• .. , W •"'" -.. .... 

---- .... --
. ...,.. 
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secretary of Sto.te, 

111<>3, Second. (SllCfiOli 0111) . 

l'WJI !?OC 

Do.tod October 2, 1941 

Roc 14 12150 &, a ., }4. 

Special fiii&DCi&l il<port era who f&11 to obain o:ba.D;;e &t of1'1c1al 

ratto froa Stab111s&t1on l!o&rd to conr outot&nii.I.Jig or new billo atre~ 

oual7 oAde&Toring t o obt&ill coT&r either froa Ulllicenced b&nka, o>port ero 

(llnldJ>& tr&nao.ctiona), apecul&tore ho.Ticc W>liqu1cl&te4 loll& e :zcll&J>Ce 

pooition, holdara of free United St&teo doll&ro, or on&ra ot UD1te4 

Sta toa 4oll&r a notee. Licenoed banko COQpl&in about dearth of e>port 

billo &nd ateadT depletion their foreicn eJI:Iho.nce reoourcee due to abon 

contioned f&etora plua further rednction in Shencba\ ezporto, Unllceneed 

banl<o permit cuat o=>era apecul&tora with outotandiJ>& lo116 e:a::hallge :poa-

1t1ono to t witch ucha.llge to I.Jzportera ch&r&ill& co..J. .. ion of 1/8 cent 

Unit ed Statu cunenc:y. ~ ,....kot ratoe now around 4 1/2 cents 1n 

hol&tod caaeo iliYolTil!f; tree United Stat .. 4ollara acae buaineaa 1a 

reported &t 4 3/16 centa. United Slateo dollar nott a now quoted about 

4 7/16 oento, Iq>ortero rocent l7 ohipped cona14ar&ble &IDOtll1t of United 

Statea dollar o notee to Unit ed Stat oo to defr&T ilq>ort billa. fhh de­

pletion of United St&tea dollara note au,ppl:y in SbaJ>&ho.i &nd tr1but&r7 

area o>peotod to cont l.Jme ,...., U••• 

.u.o 
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..... , rta .... 

• , •• Oo"''Mr '· 1~1 

..... 7•115-

201. 

n ... ineht•t _, Uall4 pre.iu 'lllldo'llll\1417 ~~ 111 ••• 

~m lilt ~>o&rdfta are IIPP&'oiL-..lft OIIUet tnat•• ~ '-a ..,avtauea 

of """"'DC7 •• lrUhb. ban toM, tb.arlfor11 ....,. are 1DollM4 "' 1111 

1t Pl'lftilllll rahe. 11&\unlq all 'blaal< -...loot operaUoae are toM 

claaUoUMq wUb. .. p'llliUo m~1101 ot traa...,uoaa lrut 'bll1wl &'bon 

rltleoh tn. eU•Uoa. 011111111 'btoalooro I:IP'••• op1a1011 tba\ 11\a'bW= 

auoa loer4, 1a .....,_uoa wUb. .t.aertcaa, 11'1Uob. aa.thorUl .. -

fv\11&1' o1oee ....,. 1oopb.o1 ... 'but \Ill tao\ \bat ooaa1~rw'bll porUoa 

ot \111 a.•cl'•' \~ 11 Ill. til lolltll .1!! u4 lo1ltb.eutera .lal.atlo 

ooutrt .. ..Ue ooatro1 lltti.O'Cilt, 111011141ac taot tbat flailed Uoal 

1o atlll a tr11 •-U7 aa4 tbat \he Boac I.oQC ........_, ooatrol h 

put1allJ 1MtteoUn MoaUI of loopb.ol .. 1aJ!!!!!! aa4 1111C&I'I, 

leciiiii111C Oo"''ber tiro\ !be"P' ~ &<>14 liar 11>10ulaUn -.t 
aalooo aaotb.&l' att~t t o rmn aounue.. Joy•'b• ~u,.err l*PN' 

1014 11are 'tiiJ'I quo\14 ;r .. terd&T ae b.1cl' aa raaa 76oo 'baoel oa tba 

'black earloot KOQC I.oQC a..Uar e=bleco rate of 1,_.3/8 oeah BoQC I.oQC 

Olln"IDC7 ao OOIIIplorel wUb. till off1o1al rate of 'ZJ.=l/2 0&\.. lllf-

0 0 1 aa4 !Ha_,-. Seat Departe•t• ~te4 w t'1•"1Cir1DC u4 

••• I.oec. 

(liD ar •••> 
• • Oopn bralo-6-41. 

Regraded Unclassified
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October 2 , 1941 

5 p. m • 

.\!·~RICAN CONSUL, 

HONG KONG , (CHl~A) 

311. 

FOR FOX FROg TH<:: TR<::AS\JR)' . 

~UOT<:: In ord' r for t ht Tr~asury to bt ctrtatn 

that Lt r•ct1v~ s all cables sent to Lt by you 

would you please numb~r such ce.blts consecutively 

prtf1x1ng the numb'r w1th "T , F' , " for 1dtntH1catton 

purpos~s . Such numb'.rs should be used for c ables 

d1spatch~d by you 1rrtsptct1vt of whethe r thE 

cablts art sEnt through the State De partment or 

the Tr•asury r tpr tatnt at1vts at Hong Kong or Shanghai. 

W~uld you pltast 1n1t1att this program as soon as 

possible and 1f convtn1tnt allow numb•rs for tht 

cablEs pr~v1ously sent by you. END QJJOT':: . 

HULL 
(FL) 

Regraded Unclassified



I• rts>h' refer to 
u sJ10.51 :rroun 
Cro4Ut/ }660 

October 2, 1941 

Tht Secretary of State preoonto hio compliment• to 

tho Rooorab1t t he Socret&rT o! tho !rtatur.r ant enclote t 

a coP7 of telo~OJD llo. lio3, t&to4 Sopu:~bor 29, 1!)41, 

noon, !roll the .&aer!can Legation, Sofia, hlpria, ill 

regnt to tho account of the Ar~nt11ll Cl>Mgt 41/.!fairot 

!n tbt National Cit7 Rank vhieh, apparont17, hat not 

bun unb1oclc:o4. 

The Secretary of State vouli apprto!ato be!n& 

a4•ht4 at to vhat rep17 ,.y bo comun!cated to the 

~erican Legation at Sofia. 

::::.cloourtl 

hom Legation, Sofia, 
Ko. 110}, September 29, 
1941. 

Regraded Unclassified
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Sofia 

204 

Date4 8epto'bor 29, 1941 

Jl.eol ' lOt}ll •••• 

J.pparolltl)' the ""co""t of tho J.rp.11Uno Cbarp 

41A!fa1r•• ill tho J:aUonel C1t7 J&lllt: bao not (r"l"'at 

not) 'boon Wl'blocke4. !!'he 'b&lllt: conUDUea to ret\1 .. 

to execute ~·nt or4•ra on crounb of 'blookinc r ocula-

t1ou. It vill 'be apprec1ah4 if tho Department will 

&pin intornno enerpt1call7· 

It ~ 'be notl04 that tho c~u~rce baa 1ntorm•4 tho 

Lecation that he c...,..t but racari. the tifficlllUu 

oh:co;111 
1()..}-'ll 
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c.lll• ~bl'Oucb \be lk~• ~t '-tile l oeJend! o 2'1' .... Delep\lo11 tru 
u 1 lc•UJIA Oon..-t wb.1cb waa proba'bl.J' ... ~ onerel 4qo -co. 

•Dollar ebortece 11ow ba~ .. barraaol.q. !ol~Cft~Pb 

.U~IIIr t.ell4oballld - llOW 4raw 011 -1111\ 1t $500.~ ••-

•xcolall4 \houcl>t 2'1'_,,.,. 4epo11Uac ~.ooo. :Depoott 

actuall.l' .ad1 -• olll.l' . $)00 ,000. 

(!ol&pholll4 to Mr. D1otr1cb 'b7 Ill'. On•'J~Ce 111 the Stah 
Depertaa\ on Octobar 2, 1941, at 4t~ P·•·> 

Regraded Unclassified
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k·~· troa 
IIDor........, t,_ Claii'MD ot the Ioelaal41c De1-..Uoa 

October 2, 1~1 

206 

1.1.1 alllt10lle4 lA ov -NAOiua ot S.ptea'ber 9, 1~1 U.. -=t 

vhicb IcolaD4 11 o'b11cod to retell to ~ l!rlt11h ~,...,_,.,, 1! 1114 

vun t.nT IIUl'plu 4oll&r ourreDCT 11 a·raila'ble, ,.., 011 Sept•'ber 1, 1~1, 

•• follovaa 

Ctat4 'an Dollar. • •••••••••·····• 1,525,000 
u. s . Dollar• • . . . . . . . . . . . . . . . . . . 663.000 

In a441t1on to thee• t~•. the l!ritlth ~ ~ontrol bao e&DCtlone<l. 

to Ictlao41c llp>rtort .., -t ot 4ollan, 2,071,000, wbJ.cb, howenr, 

bad not 'betll effected 011 8ept•'ber 1. 

•.t.o IcolaDdio 11. s. Dollar boldJ..II&• baft 'bMa ... ,. ecuce aa4 110 

Callt41all Dollan a....Ua'ble, I pre111M that a n'bet..,tlal part ot th11 

UOQZlt bao boon tranatorred aa4 pro't'idtd 'b¥ ~ BrlUob ~'t'lruellt elllce 

Soptta'ber 1 aa4 ac<:o~T .... , u4er the abo-11Uoud ~at 

elate. • 

1hoa latoraatlcn aftila'blo to ~ Deltptlon we oeUaato tho Ico­

lln41c ~'t'll"'IIIIIIt l!oDd 1oano lA O....t l!rltalA 11ov ......,t to appro:da&tolT 

l ,l4o, OOO ' etor11Dc ~t about 520,000 ' oter11Dc lo to 'be redt ... d 011 

lloftll'ber 1, learlQc a 'balailce of 620,000 ' oter11llc• 

' Ot._. loll4 loant cuaranteed 11¥ the Icolt.l.dic ~'t'lr118tllt w eotiaete at 

al>Oilt 200,000 ' otorltac• ' 

'Theil t~o are olllT approltl.aate ~t vo !aft cabled to ov ~ .... .,... 

• e11t tor • ...,, tlcureo, 1Acl'll4illc latoraatlon about ~ iutalluato 1114 

lllteroot and bDpe to 'be a'ble to ..,~au tbt to t~o lA a tow dtls•' 

(liecthtd 'b¥ pboce troa llr, a.-toe lA tho State Dept . , Oct . 2/'41 - II<) 

. 1 

Regraded Unclassified



10 roplt rtftr to 
u/1 

October 2, 1941 

!b.t 5tortta17 of 8tth preotl>h llio o~~~~p11atJ>h 

to tho Bour t'b1t tilt ltortta17 of tilt !rtanlT al04 

tJ>olooto tllrot cop1to of a pal'l!l)llraoo ot h1fCJ'ea 

u, 1739, 4att4 October 1 , 1941, uol>, fro• tilt 

Mr. Barrl.llaJI for Mr. llopldnt aliA SooretUT Norce~>tllau. 

lno1onrtl 

J'roa J:abetQ', Noecow, 
lo. 1739, October 1, 
1941 (3 copitt ot para­
pbraot of h 1tCJ"P) 
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,. 
rro•l lloaoov 

'Dated.l 10/1/'41 ..... 

Boo141 10/1/~ 10135 •••• 

la \!I.e coat•- 11.,.., M oM llu ao 71t ra1oe4 t.11o1 

n.liJoct of n-, aJI4 I !:law Mt ra1oe4 tho oa'b,loot JQ""lf, 

lD .. ...all ao I l:lan racolYed. ao la.o\I'UCUoao oa tho .. nor. 

IJ./111)(11 lllll 
10/1/'41. 
Ooploo \01 

llr. Bopkiu (3) 
looro\&r7 llorcoatlwl ( 3) 

OCIPrl lep 
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1, roplY 1·6! or to 
u ali0.51 r roson 
Creli tt/372~ 

T 

ICP .t.ll!IG!lf OP 9!1'1'1 

TO. SHill !nOll 

Oct ober 2, 1941, 

'rho Secr e tar;y o! Stat e pr .. enta hh co::Jpl1M••to t o 

the Honorable the Secretary of the ~rtaaury and enclo •&• 

t110 copi ea of a peraphr&oo of telearaa llo, 272, dAted 

Septe~'ber 30, 1941, 5 p.m. , fro• the /.:orlean ~Hon, 

La Pat, Bol1•1a, concerning a check or dr3ft 111 the 

209 

...,ollllt o! ~571, 89, elated Septe»'ber 26, draw 'by the :S,,nco 

do :Bolivia to the or <l.er of t ho lieu" l!enlein and CoBpany. 

Thi t o!leck cover a a poyment to the Juan t:l Mer nnd Cia 

which it on the ?roclai~ed Li ot , 

Th o Secretary ot State 'l'Ould appreciate 'being adrtaed 

'" to mat reply t:Jalf 'be coiiii:N.Il1ea ted to tho .l.:!erican 

Le&at1on a t La ?as. 

Anel oaure& 

J'ro,. Legation, La Pa:, 
l!o, 272, September 30. 
1941. (2 copieo of :;>ara­
phraoe, ) 

• 

Regraded Unclassified



• 

r~• or rnwaw BJalliftD 

110111 AMr1- ~uo .. X. h•, JoUna 

llt.fll lep~ JO, 191!1, 5 p ,a • 

.,.. 272 

UDAer ~late of Sept•'bez' 26, a cb.olt or 4n.tt 1A \ho 

aaow>t ot t571.S9 •• _., '117 \ho J&Doo 48 JoUYla to 

\hi or48r ot \he ...,_, lloeeloin ancl Oo. !bia cbecl< or 

4n.tt •• prollall17 lin., on \ho Cba .. I&Uoael JaDl< or 

'tho Oh-.ioal JaDl< u4 \'net C«wpe•7• !he -• ot ~ 

Sl- ancl Cia 1a on \ho proo1&1aecl lin &ncl \hie cheok 

or 4l'an (tor $571.89) oonre a p&TMDt to thia CO'V"7• 

!bl 1.4pt1on urc•t17 -•-'• that aoUoD 'bo t&Dn 

21.0 

to preTIDt \ho ~t on thh tl'Nleaouo.. !ho punnUon 

ot traneaot1one ot the bank• bore on 'behalt ot til'ae wh1cb 

aro on tha hoolaillocl Liet (well •• t ho abon) woulcl 41a­

oovaco tho looal banl<e troa a1cl1DC .t.xle 1ntereeh to 

ou-ent \he freeoinc orcler Mel woul4 t11ne'b7 •trenc\hen 

\he ~Uon'• h&ncll.A o'btaiaiDC tha full ooopuaUo" ot 

tha banl<a. ... Ula LeciaUO"' a t•lecl'P• 48te4 s.pt•'ber 

23, 19'11, ~ p.a. • Jlo , 263 for ho0180cl Liet til'ae. 

I\ 1a recpootocl \!let the x.epUoa 'be t..tonoecl ot 

...., -~~ aotloA Cicb _, be talte" b thh M tter. 

lt.&P.I.X 

Sllo,51 J'rosen Creclito/37~ 

00P71bl'll0-~1. 
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"'''""' mJI!Ia! 
~otf1oe 

Ofte .._ 2. 191U. 
) 121 p.a. 

llaioo 01\7. 

Y• are nrT Cla4 t. uton ,._ u.a• w Mnlir eaU..r1•• 

Mr • .t.a\eaie llqlMoa u 1 ......... '- o1p •• HIW.t et 

~ pvcllaet et llaieaa peeoo v """ ~w at.••• ~· 

!he 41117 all4 tonellT 11.-4 pewro vUl be IU\ ferwft. 

at ao.,. U PNP"'lT • .,..,.\14, 

carr, ~-lJJ/21'n 

JeAoo le llezl.oe 
s • .t.. :l4aaNo nua-:r 
lll:reo\e:r Oeae:ral 
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TREASURY DE~ARTMENT 21.2 

INI~ COMMUNICATION 

"' CONFlDEN,TIAL -llr. Diotricb 

l!ochto.-.4 otw1111c t r&MCUoao of tu repon111c 'balta ,...., u toll­

Sold. to o-wolal ooaoerao J.55, 000 

Pvobaaed. tr. -roi al ooao.rao 1.2'1,000 

0pt10 u:rkot otorli"C r1111&1aed. at ~. 0}-1/2. !lao ••17 reponed. traMCUoao 

COillhtod. of 1.2,000 oold. to aad. 1.1,000 parcbaaed. fraa c-oro1ol •-•no. 

!'111 .&.rcollUao froo pooo eca1a 4oc11Aod. to o1ooo at' . 2J~. Toohrd.q' o 

tlnol q124taUu vao .~T· 

!l>o ~~~ troo pooo, Wiob r oao 1/~ to .~25 two d.qo oco. ad.ftllcod. 

1/lJ to4q to c1oM at , 111175, 

lo. lev York , c1oa1Jic quota.Uuo tor tllo f~rot.ca cro.rroncio1 l11tod. \ olow woro 

11 tollowo: 

Caaad.181l d.cllar 
llraaUt• aUroh (froo) 

Colca\1• PliO 

Kozicaa p~oo 
fa.ao~o1aa \ol1Tar 
Cul>aa pli O 

!hero wore 11.0 parclluoo or a.oloo of cold. otfoct od. 117 uo w1tb foroica 

•-triu tod.ar. 

Jo aev &o1cl. ...,.... .... woro reported.. 

la Load.oa, opot &lid. forward. tUTOr woro IICI'i• fiDel. at 2}-1/24 •4 2}-7/164. 

fllp1ot1Tol7, !lao U, l . oqll1Yalfth woro ~2.6U a.a4 ~.551• 

!ho haall'll1'7' o parcbaao price tor torot.ca ollnr woo uacll.a.acod. at }51• ll.ad7 

0114 H&.raoa1 1 10\U•oat prtoo tor fore1p OilYir WI oloo 'llCicbloaced. at }'4-}~o 

Yo aad.o tllroo parclluoo of a.w prooblcUoa oUYor -'be to 210,000 - oo 
IUicl.or tho SilYor Pvclluo ut. All of tbh oil'l'or ••• trOll lloold.uoo, ead. wo 

~""&ht for forward. d.ol1ft17. 
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fbo ropor~ of lep~•'Mr 211, ol..t fr• ~be J'e&erlll lenno 1IMit ~ 1w T014<, 
l t ll>C torolP """beap poolUoa o of '-'l<o ul 'halcer o la lh 4lo\rlct, renale4 

fbat tho total ~tltl• of 11.1 c-irloo • • ollort \ho """l•tJ.•t of ti!,IIS5,000, 

00 
locroa .. of f952 o000 h tho ohon poo&U• olaoo Sept.-llor 17. Iot o~uoa&e• woro 

., t ollovol • 

lllor t ~ttoa CbaDp lll 

c .... trz .., ... 17 'lt'rt ?ooltloa• 

Jo&lall4'. n.e;:ooo <~ • 272. 000 ._, • $1 ,070, 000 

Eoropo 2, ,ooo t,fll,,,. • 68 ,000 

~ 170.-= Uttealt:) • 11,000 
Lotio J.aorloa b ,OOO , ... ) llo,ooo 
l opoA 2~.000 :no,ooe • Jb,OOO 
Otbar .lol a 2 ,19(>,000 2,ot:J.OOO 10},000 

111 otbara 102. 00Q (Loa&) ,,,., ( looac) • ~.ooo 

t otal $}, 5JJ,OOO $11,1115. 000 • $952,000 

•Pluo olp (+) lndioa\oa iller- lll ohor\ potlUoa , or 4oor oaao ill 1oDC pool U oa . 
Mluuo oll!ll(- ) lndleatoo toor ... • ill ohor\ potltloa , or liiCre&oo 111 l ODC poolUoa. 

" COIIblnod pooltloa ln r oclohro4 tJ14 opon aazotet t torliac. 

CONFIDENTIAL 

~ 

c 
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RESTRICTED 

o-.2/2657-220; No . SOB II. I. D. , 71.D. ll:OO A.l!., Octob<>r 2, l9U 

SITUATION REPa\T 

1. Eastern Theater. 

Ground: FiMs r eport the capture of Petrozavodsk (not ad­
mitted by Russians) . 

Germans report the arrival of new Russian troops on 
the Volkhov River front southeast of Leningrad. 

No further infon:ation on the S1:10lensk-Bryansk 
front. 

The German line has been strai~tened froo Belopo­
lY' to the south through Lebedin . 

Germans report that t hey are advancing slowly to 
the south on the isthrnus of Perekop. Ruoaian forces (strength un­
known) appear to be operatine against the Oermans on the istmus west 
of tha Crimea . 

II . \'/estern Theater. 

Air: The R. A. F. offensive was principally directed last 
nigl>t against the manufacturinc center of Stuttsart. Raids oovered 
western and southwestern Germany, alon& 1dth Calais, Boulogne and 
Ostend. The luftwaffe directed its attack against port facili-
ties or I!Ull and Dover, and also UM&QOd British air force. 

Official Gen:>an fi!!W'es reported 683,000 t ons of shi~ 
pins sunk during September, with submarine action accounting for 
452,000 tons of this. 

III . ~iddle Eastern Theater. 

Ground: In Ethi opia Ute Italiens conducted reconnaissance 
within the British lines. 

~: British planes last night raided Tripoli and Bonghazi, 
whUe Cyprus was subjected t o Aldo attack . 

RESTRICTED 

• 
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?re:a .. t : 

.. .... Jr : 

.. . .. 
•. • • \-' t": 

~10" .,,. 
~~ . 

. . . Jr : 

:.: t e: 

~· .. . "":' : 

·-~ 

!.!r . Graves 
L:r . Blough 
[ r . l!e.e.s 
~:r . Gaston 
I:r. Fole;r 
:.:r. !~orris 
:.:r . Thompson 
l.!r. ·:.hl te 
~:r . Sch1-mrz 
rr . Kuhn 
t~rs . Klotz 

October 3, 1941 
9 :30 a .tl . 

Harold, here is something from Floyd Odlur.: , 
com~laining about Procurement. He says he 
wnm;s to see me . Let what's-his-name get :ne 
a oemo on it for :.!onday. 

·:.bat are ]ou doing here, !loy? 

I ~·:ould like t o talk to you so::~eti.J:le today about 
the ?roposed te.x treaty r.ith Canada • 

';.a·;, all of ;,'o:.t fello,~s tht. t th~n!: ;;ou are &oint; 
out of torm, I thin!: you had ':letter ste.7 here . 
/,re you going tonight? 

::o, I rre.s ;;oing Su."lda:f . 

I can 't talk t o you. I just haven't got t he title . 
I an absolutely booked right throu~ this oorning. 
Are you (':,bite) goinc; t his evening . ·:,ben are 
you coin::; t o Cube.? 

Today is Fr iday. Tonight • 

.. ell, r:ho is going to ste.:r here and tell me 

• 

' 
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·: : . Jr: 

:: .. Jr : 

·.:.ite: 

... • " r : 

• .!:i te : 

· .. :. Jr: 

:: . .. Jr : 

• 

-2-

about l :exico, and the l.:lnister o£ Finance is 
coning h ere 1:onday. 

lie is here now. 

But who is going to take care of that? 

J,nybody you say. 

·::ell, I just don 't - there is nobod;r here . I 
can 't handle this stu!£ all nlone, gcntloen , 

·.icll , the l~exican thin: is all settled. 

I don ' t klo~ a sincle thi~~ about it, 3ot a 
thin:;. I don ' t ~cno1v a!'1Jthrn~; about t:Us 
busi~ess . I can 't very - I JUst c~~ · t have 
you peorle running all over tho count!"';, and 
I hAve t;ot to carry the 11holo burden nyself. 
I don ' t J:now anythinr; e. bout ;.:exico o.nc! I don 't 
lolO'>I e.nythint; about CannJ.n , You see •·rhat 
happens , you t;cntler-on lenve and then I have 
~;ot to carry the y;hole thine. I can ' t do i t . 

•::ell, if you have sonothin; else in :rou:- :1ind 
about ::e:dco, you naJ be r1:;ht , but if 11hat 
you have in oind is ::exico, it r:ill take 
five oinutes to let you !:no:·: r:ha t is to be 
done . 

I can' t - I don't knol7 t he \7hole J:exican 
thint; . I 8!l not :;oin- to do this thin~; u.~til 
I kr.0\7 t he vrhole ::exican deal. 

Daniel Bell t.~OUG:-tt thn t he l'rould be able to 
take care o£ the Socinl Securi t;r r:ork Yll>ich 
I 1'/ould do, if the. t me t with your ll:_l]lroval. 

I a:l not :;oi n~; to do it, the.t is all. Look, 
if you leave toim, I nr. not coinc to touch 
Social Security. 
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I Blough: 

H.i.i.Jr: 

White: 

n.l.!.Jr: 

~ihite : 

H.JJ. Jr: 

• 

- 3 -

Then I bad bett' r not go. 

And I am not going to worcy about Vexico. 

Ur. Secretarr, don ' t get the notion this 
Cuban thin~ ~s a jaunt . The Cuban government 
ia reorgan1z1ng its monetary and banking 
system. There ia a lot of work there that 
needs to be done to initiate the studies . 
They have asked the United States to do it. 
If the Treasucy doesn't do it, I don't see 
who can or who will. It la in no sanae a 
ja1mt. It is hard work. It will be about 
three or four days down . I will fly baok 
by the end of the week. It is sonethi~ I 
don ' t think you can avoid the reaponsib1lity 
on and though I have been kidding about it, 
I don't like the impression that it is a 
jaunt. 

I sent Roswell Magill down thers a couple 
of years ago. He did a good job. Did the 
Cubans ever do anything about i t'l 

Well, yes, they have done some things and 
they may do more now that this thing which 
has been cooking for four years - they were 
up here four years ago and I mis-spent 
almost a month with them. They were up 
here two years ago and we spent ncy muoh 
less time with thllll and the Federal Reserve 
Bank spent more . They are now ready to go 
through with something, perhaps. 

217 

Well , I am doing something whioh I have never 
done before. I am out half the time trying 
to talk about inflation and Defense Savings 
Bonds and so forth and ao on, which ia somet hing 
ent1relf - I have never done this before, and 
I am go1ng t o continue to do it as long as 
I get a good reception. With that in mind, 
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the other people who I have made heads of 
bureaus have got to take additional stuff 
and carry i t. Now, John Sullivan has been 
away for over three weeks. All this stuff -
been away for three weeks . I won't 
i llustrate everybody. 

Next llonday, Tuesday and \'/ednesd&y I have 
got to do just two things . I have got t o, 
with Kuhn's help write a speech for the 
A.F. of L. and I have got to raise a bill ion 
dollars·. 

Now, I have got to do that in three days, 
and Mr. \7ells calls up, will I see this man . 
I don ' t know anything about it . I want to 
know about the 11oxican thing. No one bas 
told me a thing . 

I want to know the whole denl . I have 
refused to see him until Mr. './ells c01aes 
over, and I can' t have~ key men leaving 
town if I am going to leave to1m. This 
is something new. I never used to leave 
town. 

218 

I have never said a word. If someb~ ..ants 
to ~o this place or that place, I picK up 
thelr resvonsibilities and carry it. I 
am not go1ng to do it any more. 

' 
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Well, Mr. Secretary, I think this Cuban 
thing --

2:19 

I am not going to do l. t. 1 am not going 
to carry other people's work, from now on. 

This CUban thing I think ia Treasury 
responsibility, and if you can arrange, 
which I think you could, that if I don't go , 
that I can send my assistant, that suits me 
verfectly, but as the understanding is now, 
1f the Treasury wasn't going to go, they were 
going to put somebody in the Federal Reserve 
Board to take charge, and I think that is 
an untortun.ate development . 

But gentlemen, without illustrating it, when 
anybody is gone I have always Vicked up 
their work and I have carried 1t, and 1 
have done it . I am not going to do it 
any more . 

'!'ell, who is responsible for this Mexican 
thing? 

You have ca.r ried it up to date. 

I think so, but I didn't know that you 
thought so. 

V/ho else bas? You have and I don't know 
a thing about it, but I have got to face 
this man and he starts thi s thing and he 
starts that . I don't know about the oil 
deal that the s·tote Department has made, 
and I am not going to make a Stabilization 
loan unless I know the whole story. Now, 
you have carried it up to this point . You 
rushed me into having this fe l low come, and 
he is here now Monday, and J. should see him 
alone when you have got all the details. 

. 
• 
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H.M.Jr: 

'A hi te: 
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Well, I am sure Dan has as ma.ny details as 
I have, but aside from that --

Dan isn't here and Dan has got to do my 
financing . 

I certainly am not going to argue myself 
into going, but I would like to ask you 
to cooperate . ~e have done quite a litt~ 
on this Cuban thing. I do think Treasury 
ought to have the responsibility. If you 
would cal l up Welles and ask him to -
to let me send my assistant. 

You call him up. 

With your authority? 

You are Assistant to the Secretary. You 
call him up. 

220 

With your authority I can call up to send 
my assistant down. It will be satisfactory 
to me, because he is conversant .,;_ th our 
views and problems, and we can pick it up 
at a later date . 

That was my unders tanding originally. 

I want the Treasury to continue to have the 
responsibility for that investigation. 

Harry, I told you when you first talked to 
me a bout it --

Well, it is a quest i on as to who is going 
to be responsible , who is going to be in 
charge . It is not a question as to what men 
go down. 

You can tell }lr. 11elles I want a Treasury man 
in charge. ~~o are you going to send down? 
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Blough: 
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Thompson: 

H.M.Jr: 

Graves: 
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I will send Frank southard. Now who can 
you aend to Canada --

221. 

If you are willing for Eldon King t o 
represent the Treasury in Canada - I 
understand you and Yr. Sulli• an preferred 
to have someone else there also, but I am 
not asking to go to Canada, far from it. 

The same thing is t rue, Roy. I am not going 
to be here with this thing popping any time. 
You have carried the responsibility on Social 
Security. Now it should all be dumped on 
rq shoulders. I am not going to t ake it. 
I mean, I have done John Sullivan's work for 
three weeks. I am not going to do it any 
more. For three weeks I have done John SUl­
livan's work. I am just not going to do 
anybody else's work ?rom now on. I have 
covered up for more people here, and I am 
not going t o do it any more . You fellows 
will have to cover up for me. John King 
or John Sullivan can go. I am not angry. 
It is just a new deal in the Treasury, that 
is all. I am sure you all agree. But· you 
will have to let King go. As far as I am 
concerned, John Sulll. van can go. I aean -
well, I am not going to say anything more. 
I have said enough. 

Nonnan? 

I have nothing this morning. 

Harold? 
I have nothing that won' t carry over, except 
this. Yr. Bruere, who was to come in at 
eleven thirty, went down to get hie plane 
this morning and found that the flights from 
New York were cancelled, and he is coming 
down by trai~to reach here at one. Whether 
you can --
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Out . That ia good. That &ivea me a little 
more time. I can't do it . 

Yr. John Blair is in town. I suppose rou 
wouldn't be able to aee him. 

Who is he? 

He is our man from Warren, Pennarlvania, that 
advises us on direct mail advert1aing. Kr. 
Bob Jackson's friend. You know him too. 

Ia there any particular reason •h1 I should 
see him? 

No, except that you have expressed before 
the desire to have him come in. 

Do you want that eleven thirty for him? 

That would be very nice. 

And when they come in, could you have the 
stuff? I am very much interested in the 
report that they sold ninety thousand 
of stuff in connection with my speech. I 
don't understand what he means when he keepe 
saying commercial liata, they have sold a 
million dollars on commercial lists. 

That means the corporations to • hich they 
have sent literature about F and G Benda. 
That is what he means. 

And bring in his man. 

I will have Yr. Buckley come too. 

Right. I just want to sal this. If White 
and Blough weren't so ind apensable to me, 
I would say "Go," but the fact that you 
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people have made yourselves so indispensable, 
I can't spare you. I &m paying you the 
highest kind of a compliment. If I didn ' t 
need you - I am very sincere now. If you 
fellows hadn' t made yourselves indispensable, 
I would say, "God bless you," and "Go. " 
"Go to wherever: you want . " But I have given 
you responsibility. You do beautiful jobs, 
both of you, and I leave it to you up to 
the point I have got to sign, and then I am 
col!lpletely in ignorance , and I have got to 
spend two dars Undine out what you fellows 
can tell me 1n fifteen minutes. If you 
weren' t so indispensable, I would say, "Go, 
and good riddance, " but, I &m very s inc ere, 
you have made yourselves indispensable. If 
I thought you needed the vacation, I would 
be the first to ask you to go --

It is nothing in that olass at all. 

So it isn ' t that. Harry, look at me. I am 
talking to both of you. It is the fact 
that both of you are indispensable, and I 
want you around me, an ~ I a on' t want you 
away. I may not be doing it in the most 
diplomatic manner, but I am not scolding, 
I am praising, and I am just annoyed at 
the thought of having you out of town. So 
long as we understana eAch other . O.K. 

Yes, I was concerned only that the Treasury 

~d my only concern is that both of you 
have been handline very di f ficult situations , 
and I don ' t want to take the time to learn 
my homework, and I want you bot h here when 
Social Security or anything el se comes up. 
I &m paying you the highest compliment I 
can. If I dldn' t need you, I would let 
you go . 
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\\'hi te : Ur. 'lallace, at the end of the last meeting 
on economic defense , had a little memorandum 
from Louis Bean, which contained some eati-
aatea of the effect on prices and what not . 
He asked me to check on it. I didn' t have 

~ 
a chance, I left it on my desk. He called 
me about it. I sent him a letter saying 
that we were studying the effect of the new 
t axes and the conte~lated Social Security 
program, and so fort , on the rice level,. 
and that I would be glad ·to 1e him have 
a copy of it when it was done . I sent a . 
copy of the answer to ~u. While he was • 
on the phone be said t at one thing he was 
interested in and wondered whether I would 
look into it, was something which be bad 
sloken about before , but I didn't pay much 
a tention to, and that was a kind of an 
excise tax or a soles tax on certain commodi -
ties whose consu~tion we wish to restrict, 
but the tax to t e the form, rather, of 
saving. 

In other words, a man pays a tax and it repre-
sents a saving st~ or something. He was 
rather vague about t, but it was that objec-
t ive. I said that we would look into it and 
rre?are a memorandum on it, and he spoke to 
outs Bean who later spoke to me, to get in 

touch with me on it, so I am letting you 
know that we are workinf on something like 
that. It is a small ma ter, and I will hle-
sent the memo to you before we give anyt • ng 
to him. 

H.M.Jr: Now, there is one - is that all? 

I• hit e: That is all. 

R.l.I .Jr: Here comes a thing, confidential, from Harriman 
for Hopkins and Secretary Morgenthau. 
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(Discussion off the record) . 

Mr. Bewley spoke to me again. He urgently 
requested a reply to that memorandum. ~ 
The Russians haven't appeared . 

All right? 

225 

Th~ Finance Minister, Suarez, wants to discuss, 
according to his assistant, freezing funds. 
He would like to see wr. Foley. Would you 
prefer that he waited until after he had 
seen you'? 

No, I would let him go ahead. I have given 
him three o'clock Monday, but I insisted 
that Mr. 7/elle s come over here first to tell 
me the whole Mexican deal at eleven, which 
I would like you to be here for . So if you 
(Foley) would see them. 

Well, if you are not going to be here to­
morrow - -

I will not be here , 

And if you are going to be busr Monday 
morning, I think if you set as1de ten 
minutes today, r.e can bring you up to date 
on the Mexican negotiations, so that when 
Mr· Welles comes here you will know what 
we have been doing. 

You couldn't put it in a memo I could take 
up to the farm? 

Very easily. 

Thank you. 

That is all. 
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Chick? 

United Aircraft has notified us that they 
are contemplat ing action agains t McCall ' s 
Magazine , which l ast month ran a piece by 
Pearson and Allen in whl.oh they say that 
you had to threaten them l.n order to get 
them to license engines so that other Amer­
ican manufacturers could make them, that 
they had licensed German manufacturers 
over the protest of Cordell Hull . And then 
they quoted you as saying, "Since you have 
licensed your patents to Germany, you can 
license them to the United States Government. 
And we are going to re-license them to any 
company ne think will speed up production, 
even if they are competttors of yours . • 

Well, let Foley handle that whole thing. 
He handled it - -

Truth is the best defense . We said it. 

Turn it over to Ed because he handled 
the whole thing. God knows what he said 
at the time . tLaughter) . 

~bey wanted our collaboration. 

Well, I don ' t know. Ed says we said it. 

It sounds familiar . 

~he flew York Times •·an my speech again? 

They ran a full text of it . 

So did the Wall Street Journal. 

The Wall stree t Journal has a very good 
editorial. 

Well, B.M. Edward wanted me to tell - you 
see if I tell t he story right. He says, 
"You tell that man Ed Foley at leas t we got 
a good New neal resolution from the Bankers . " 
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I don't think Ed di d as well out at Indi anapolis 
He said they tried to impeach the President. ' 
V.here was Ed Foley when they l'lere t ryina to 
impeach the P•·esi dent7 ' ., 

Yes , look. Look at that (handing clippings 
to Secrebry) . (LauiZhter} . LooY. at that , "up­
ho l ds the President . w 

Must be loc al papers . (Laughter) . 

I am glad you mentioned it . I "ould have been 
too modest. 

This is the S:racuse Sen tinel . (LauJhter) . 

He di an' t tell you his pal Tlas editor, di d 
he? 

llo \'/Onder, Syracuse Sentinel. 

I think it is ver1 intercstine , t hn t that 
speech was publlsned AgAin, because Vlhen I 
r ead it I expressed t he opinion that I didn't 
think it \'lould be. 

You mean Foley' s? 

!!o, your speech. Jlol hecau~e it l'>asn•t a 
good speech, but because it didn • t ha•1e an'J 
startling news in there . The fa ct i t was 
print ed I think is very significant . It 
indicAtes a carry- over of the ceneral interest 
and it - it indic~tes a different level and 
I think it is far more siV~ificnnt than had it 
been orinted r ecnuse it had some kind of a ounch 
in it' like six per cent profits or something. 

The ~~:all s treet Journal editor i al says it 
bear s repeatine . They aJ'e glad to r ep<! at i t. 

I am not asking fOJ' compliments , Harry, but 
I don 't qui t e underGtana yop . Oh, l see , y9u 
re11d the u1all Str eet Journa l v.he re t t says 1 t 
1 S worth repeattng . 
~o , I dian ' t kno~'> it wes in there. I was sur­
prL sed i t y;as repr1n ted . 
\'/ell , 1 am too . rlhy do you suppose they did i ~? 

• 
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Well, I 86{ the significance of the reprint­
ing to me 1s, without having read an, of 
their comments, is the fact that they are 
now interested in your speeches. In other 
words, let me put it this WBT• I think if 
the next speech you make is a bum one, it 
will still be printed. (Laughter) 

That is a wonderful o~pliment. 

Now you see why I want you to stay around 
here? 

I am just getting even. (Laughter ) 

It is liable to be bum. 

Ferdie, I can't use such high-faluting language, 
but when the speech was in progress, tell them 
what Peter Odegard said about i t, which I 
think was priceless. 

The first time Peter Ode§ard saw the draft 
of the speech and said, Ur. Secretary, I 
think this speech i s ar~entative, hortatory, 
petulant, and peevish. (Laughter) 

} 

other ways it was good. 

Anything else Chick? 

That is all. 

George? 

I have a few things. 

George, I wish- wel~you give me the reports 
first. 

Here is the four months' figure . 
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I see . You got down to seven percent. That 
isn't bad. 'Nhere are the no tes? 

I don' t have them. 

It i s not bad . 

I haven' t done all of that yet. 

I have got to do this this morning. I ~ould 
like to see - fifteen minutes after this 
meeting bres.ks U'D, I would like to see you 
(Haas) and lladley and Henry l.:urn!Q" and Dave 
V~rris . Fifteen minutes after this meetin~ 
breaks up. And Georee, if you 17ould have o 

this in mind nhen Ur. Chester Barnard comes, 
one of the assienments I am going to give 
you is to prepare material for me as a member 
of this so- called eoonollli{ oo~mnittee , you see . 
I gave you all that stuff of the American 
Farm Bureau Federation. 

Can I t ell you in half a minute about how 
good that is? 

Ho\l good is it? 

They say in t imes like these they should 
economize . They have made this study much 
is very thick to prove that the adoinistration 
of all these acts nhich are spendin& so much 
money should be improved, and if.you nould 
improve t hem you r.'Duld save a third on the 
administration, which is thirtJ million dol­
lars . This just doesn ' t mean anything. They 
are just diverting of£ onto another tangent . 

I see . 

Do you 1·:ant t his acknowledged? I would be 
inclined, if I were you, to have i t acknowledged 
by the Administ rative Assistant . 
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No, I acknowledged it when he gave it to me. 

It doesn' t mean anything in terms of economy. 

George, I wish you would be thinking about it, and 
_also Harry would you be thinking about it, 
what kind of stuff we should feed to Chester 
Barnard. I am goinr to ask him to be my 
alternate on that committee, the so- called 
Byrd colll!littee . 

The resolution to reduce expenditures . 

How to l'educe expenditures? 

Yes . 

I have a couple of minor things. Did you 
want to take up the question of these m.emo­
randa which are out of the ordinary? 

Not today. Just hold them. 

I have got two of them. I think you will 
approve them without question. 

Will it take long? 

About a mute. 

Go ahead . 

One was in connecti on with the Federal Re­
serve and those meetinbs on excess reserves. 
They are continuing the meetings. B:l~ had 
another meeting, and they worked up JOlntly 
with us a series of memoranda and we are 
preparing them jointly with Harr7' s staff on 
excess reserve s and controlled credit. 

That is all right. 

The other thing is that the Budget Bureau 
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sent one of their men over after they 
received these estimates on '43 and Smith 
would like to see what would happen to his 
budget in case of a rather severe inflation. 
They want us to make a series of estimat es, 
assuming a thirty percent pr ice increase and 
fifty percent and so on. 

O.K. 

That is too much work. 

Oh, you want me to say no? 

Yes, riint at that point. So I settled with 
him on {his basis. We will work out one more 
estimate, assuming prices went as they did 
during the last World War . They thought that 
was swell. 

Good. 

Morris? 

Nothing. 

Ferdinand? Are you seeing Gardiner Jackson 
or have you seen Gardiner Jackson? 

I am going to today. 

Will you make ~ apologies? 

Yes . This is the neville Chamberlain material 
on profits and taking the profit out of war, 
and this is the sales of recordsin the order 
of popularity that you asked about. 

Oh, very interesting. I want to take that 
to the farm. 

Who is going to be out at Seattle? Is Gardiner 
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Jackson going to be out there? 

No, Mr. HJatt from our staff, our labor man 
whom ;rou bave met . 

And hi 1a leaving todaf? 

He has gone, has.n 1 t he Ferdie? 

He went to DenTer first to clear up some 
matter out there. 

But he will be out there? 

He will be there. 

Well, where does Gardiner Jackson get in on 
this? 

He wanted to come in with it, and Mr. HYatt 
wasn't supposed to l eave until tonight. 

But he has gone ? 

Yes . 

232 

Well, if you (Kuhn) would send for Gardiner 
Jackson and tell him I am all tied up today. 
It he still want s to see me next week, I would 
be glad to see him. 

J.lr. Secretar;r, the llational Association of 
Insurance Agents is meeting at Kansas City 
to talk about payroll allotments . They would 
like you to talk f rom your desk for a few 
minutes on October lS, I believe, thirteenth 
to seventeenth, and Harold and I both think 
that it is some thing that ought to be done , 
even if it is only f or five minutes . 

Is that where I could make the bum speech? 
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Oh, that coul d be a fine one . 

tro , you can make the bum speech any time. 
(Laughter) 

Take it easy, Harry . 

That didn ' t start out that rray • 

Remember 1'1here you are . 

I have eot the best orotvd in '.7ashington. 

O.K. 

I IU!l askine you now because they r;ould like 
to knoN. 

The anS\7er is yes . 

Fine. Th~t is all. 

I just want to say on this Canadi an business, 
I don't want to ~o to Canada, and I don't­
I think it will be taken care of all ri3ht, 
so I wouldn' t - I will be around. 

O.K. It is all ri~ht . You and Harry both 
can treat each other. It is a pr i vilege to 
stay here and work . 

There is somethinG to that, too . 

All right . I rrill hnvc to see Altmeyer :~nday, 
too, because he has asked. Tell Altmeyer ten­
thirt;r Monday nnd tell Fit::, 71ill ]OU? And 
you be here, pl ea.se . ','leU, let ' s make it 
eleven- thirty . ·:/elles is coming at el even. 

llo signs of a ':.'hi te Hou3e conference ;ret? 

Ho . 
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Everything lovely? 

Here ia a report on the trip up State from 
John and me. 

Oh, yes. I will take that to the farm. 

And here is a program on public relations of 
Foreign Funds Control and a proposed letter 
for you to send to all the banks. 

Fine. Were you able to get back on Bob 
Patterson' s plane? I hear you had quite a 
time getting on it. 

no, I didn't come back with Bob Patterson. 
I came back with Francia Biddle on the train. 

But I mean I hear you tried to get back on 
it. Weren't you able to fix it up? 

No, I didn't· have any trouble. Eddie was 
going to go, and Eddie said if I wanted to 
oome back with them, I could. 

That isn't the way I heard the story. 

What did you hear? I didn't even try. I came 
back on the train with Francia Biddle Tuesd.a;r 
afternoon. I got in 1'/edneadq morning about 
ten o'clock. 

I heard you were trying to get onto Patterson's 
plane. False rumor? 

Guess it must have been. 

Ask your secretary. !nfthing else? 

No. 
There was no real hostile feeling toward the 

---------~----------~------------~----------------
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President, waa there? 

Oh, I didn't encounter I.Jll· at all. When I 
made the speech on his defense powers, there 
was complete agreement. there were no ques­
tions at all. There were some questions -
at the speech on FoNilol Funds control, there 
was a much bigger orowa there . There were 
about four lmndred at that . · All the insurance 
lawyers - that is the biggest seotion in the 
Bar. I think it is a good thing--

Well, evidently fOU did ver, well . 

Bas Sullivan been? 

Yes, Sullivan was there . Be is mentioned 
in the article . That is what I wanted to 
show it to fOU for. (Laughter) It said he 
was there. 

Also. 

Rave fOU shown that to Yrs. Fole7? 

No, not 1et. I haven' t seen her. 

Is that all? 

Yes. 

Herbert? 

You raised a question about one of these 
candidates for appointment as ensign. The 
boy is twent1-three 1eara old. I think both 
aa to his qualifioations and his eligibilitf 
for draft - well, here ia a report as to his 
qualificat ions, and thef seem prettT good. 
He has had a lot of experience with SIIIAll 
boats, and he is a student of the Universitf 
of Washington Navigation School, and he ia 
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recCIDilended bf a Captain in the la"7 who ia 
a pr~fessor at the UniYerait,r of Jaahington. 
As to his age, aa to beln& abject u the 
draft, the Coast Ouard 1a, " ~ment 
with the Selective Service soa.l .na with 
the Armf and the Navy, solicitiftg- recruiting 
for the Reserve bOfS tltlo art :llWn the draft 
ages and who are in claae~.eo long aa 
they have not actually bt~led for 
examination. . 

Now, all these Reserve offioera whom we are 
collllliuioning a.re goillg l'i~t into active 
service . It isn't a oaae et their taking--

But this man has aome technical qualifica­
tions? 

Yes, here ia the story. It looks pretty 
good. They first rai sed a guestion as to 
him, and then th.,- went 11&olt aDd &et further 
information ! !'om C&ptaln Barr at the Uni­
versity of Waahington, and it se ... to look 
all right . 

Well, it says here he received what1ras recom­
mended - and was rejected b.r Headquarters--

By Headq\lU'tera here. 

• • • • on account of lack of practical e.xperience . 

Yes. "Further information submitted by the 
commander revealed that he was continuously 
studying seamanship and navigation. Captain 
Barrrecommended him for the appointment. 
Thomas has considerably more practical 
experience than was first indicated, and he 
has been employed for about five years in 
V&!'ioua capacities on power yachts, which 
seems to look all right . • 
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That 1a all right. Send the thing b.ok, md 
I will lip it. . 

1ll l'ipt. 

'!'here h another thing about that, ma that 
1a that I a14n't lmo1r tbat you baa asked that 
theu be aubmthd to fOU. I had b81n li.ll:DiDg 
the oalldasione 1n the Reeerre. The tirel -
tiM I heard about thh ~t thrGugh 
stephens wae tl'ca lll.u Cbaunoq dq-beto~e­
ruterdq. 

Well, I sillp}f asked that uorth1ng p11t on 
rq desk, thi.t thq be iuatitled, ana then I 
alto told th• - I went all through this 
thing a lllOnth aao. 

The on}f instructions I had were with re­
spect to the regular ooamiasioned personnel • 

• No, the on}f thing I was lnteruted 1n was 
tor the Relll'YU· I think I lllllt han taken 
it up with .t.a.lral Wauohe. 

You took it up wl th St.,UU md stephens 
talked to 0' lfeill, blat nobodJ told •• about 
u ma-
'l'hen I baa a rrriew aade ot all preTloue 
appointaenta. 

Didrou? 

til, fll· 

I 41h't--
Well, the Coast Quid know• about it. I asked 
tor a i:!~i!ioatlon ot all appointaenta. I £11"' ral Wauohe auurea ae that there 
nre no politloal appointaenta. I went all 

' .'i .. ... 
' 
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thl'cnlgh that. I don't oue - I didn' t iuue 
1111 order• that I wanted to eign thea, but 
I did 1saue instructions to Headquarters that 
I didn't want &111bod;r ginn a oc.du1on 
unless he had teohnioal qualifications. 
'l'hat h all. 

Tea. 

I don't want to be bothered, but be BUl'e 
that aoaeboq'a Senator or Congrua.n doean't 
haYe a ba.r giYen a oo.miaaion for political · 
reaaona, but if the Mil ue qualified, O.l., 
but I ant to u.lce nry aul'l that thq ue · 
qu&lifild. 

Yes. 'fell, I think that h being prettr 
well l ooked after, but I wanted ~o let rou 
know that I han signed upward of a hUDdred 
oommiaa1ona in the ReserYea. 

Well, if rou are satisfied that none of thea 
are political, that is all right, but if rou 
don't mind, I would like to hold rou reaponaible . 

Yes, I will watch 1t nry close}¥. 

I aean, I don't want to appoint u;rbod;r because 
he is someboq'a son or somebod7's friend or 
so forth, because he baa got to haYe the 
qualltications. 

Yea, sure . 

And that is what I explained to somebody, I 
can' t remember who. lsk Waesohe if he doesn't 
know about it. 

Yes. 

.lll right? 

U luhn and 01-avea would a tar, please. 

, 

Regraded Unclassified



Dll niel 
Bell : 

RXJr: 

B: 

iil~Jr: 

B: 

fw.Jr: 

9 : 

'll~Jr: 

B: 

!ll(Jr: 

3: 

h~~Jr: 

9: 

Hl~Jr: 

B: 

Hl~Jr: 

B: 

• 

October 3, 19111 
10:55 a.m. 

Did you have a good trip? 

Yes. 

Tiresome? 

No. 

Well, fine. Even made the headlines. 

Well, I euoooee I would. 

Now, I wondered if - aa long 88 I'm &tertlng 
eome discussion up here with these dealerE, 
if you didn't want to aay eometh1ng about 
tlnanelng. 

Oh. 

They've - of course, the first question is 
as to ho>~ much we're going to raise, and I've 
made it qui te a range . I said,"I don 't know 
yet.• That you haven't cons idered it and 
that •.•.. 

Well, what's on your mind? 

·~ell, thie 1e the s ituation. We have 8 bill ion 
three forty going out of September. 

What's that? 

A billion three f orty. 

1•a1 t a minute. I've got t he group outside. 

Yeah. 

Just hold on. Go ahead, Dan, and talk. The 
men are here. 

I say we have - we had - a billion three hundred 
forty million at the close or September. It 

.... 
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we raiae a billion dollare cash in October, 
get two hundred an~ !i!ty million or cash 
notes - I mean, tax notes - two hundre~ !1!t7 
million or Savinga Bon~a, and then raiee an 
a~ditional aix hundre~ !itty million tor arc 
and Uni ted States Housing at the end or 
Ootober, we would go out or October with about 
a billion nine hundred and !itty million. 

Nov you've got to repeat it again, Dan, please. 

I! we r aise a billion dollars in cash tor the 
Treasury at this time •.•.• 

Right. 

••••. get as much aa two hundred and fifty 
million dollar a in tax note e •..•• 

Yeah. 

•• .•. two hundred and titty million on Bavinga 
Bonde •..•. 

Yeah. 

••••. and at the end ot the month raise aix 
hundred and titty million tor RrC and United 
States Housing ••..• 

Yeah • 
••.•. we would go out or October with a billion 
nine hundred and t1!ty million. 

Yea. That's it we raise a billion? 

Yea, air. 

Yeah. 
Nov we go out ot November with no rurther 
tin~ncing in November other than Savinge Bonde 
and Tax Notea •• •• . 

Yeah. 

• 
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•• •• • w1 tb 111Da bWI41'a4 an4 .. ._n a1Uion. • • 

Yeah. 

Jtow, that pro~N~a1J 11 a l1 ttl a low. 

Yallll. 

And UJbe we'll 'be 1etting toverde tt. quarter 
period wb.en tb.e7 1ll - the ooapanhe wUl tlka 
aora tas not••····· 

Yeah. 

••••. and our balance UJ be a l1 ttle abo.,. 
that. 

Yeah. 

But, ct cour1e, we oould ha~e a couple ot 
Trea•UI"7 bille it 1t got low. 

Yeah. 

So it loolte a• though with that progru, ve 
ought to ha~• at leaat a bill ion dollar• at 
thie tiae; and I don't ltncv whether rcu'd 
want to go Aft1 higher than that or not. 

I'• willing to go higher. 

Nov wbetber r ou 1 d want to put 1t out ae a 
range. You 1 d wa.nt t o - rou 1 re going to ha~e 
a new oaab offering ot aa auoh aa a b1ll1on 
to a billion and a quarter. 

That ' • all right. 

Ia that all right' 

Tbat 1 e all right. 

And do rou want to aar that 1t'• going to be 
a long bondt 

Vell, I . .. .. 
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I aa14 JOu'r• going to g1•• 1t oona14erat1on. 

No, 1 don't th1nk I'd a&J that to4aJ. 

lou don't. 

No, I oan aa7 that Monday afternoon. 

lee, JOU oan aa7 that Monday afternoon. 

I'd Juat g1Ye the• the .. ount. 

Ub bub. 

But 1 haYen't bad a obance to d1ecuae 1t 
w1 tb •1 bOJ8. 

Well, 1 : 1t JOU can g1n the range on 1t 
tro• a b1ll1on to a b1111on and a quarter, 
I th1nk that ~ght help. 

I'll do that, Dan. 

All right. 

I'd 11ke to do 1t all 1n a bond. 

All in a bondf 

It poea1ble. 

Well, 1 Just talked w ~dleJ MUle, and be 
taele 7ou can do 1t 1n a bond; and be bed 
h1e trad1ng un w1 tb h1•· . fbe7 reel that a 
b1ll1on and a quarter can be done 1n a atra1ght 
bond. Tbe7 th1nk the 1naurance co•paniee w1ll 
talla 1 t and uY1nge bankt will take it. 

leah. 
The banke will take it on the tiret 1eeue, 
but, ot couree, theJ'll eell 1t to the 
insurance companiee, and tbe7 a1ght find 
aaYinge bank• eelling eo•• ot their preeent 
hold1nge to the bankt and going into the 
longer bond. TheJ don't th1nk 1t will atteot 
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the market any, although there ' ll be aome 
tra(ling. 

•,;ell, I eat next to RanOolph yesterday and 
I talked a littl~ shop an(l I aske(l him how 
he tel t about bonds - all bonOs - t·•o and a 
halt bonds, and he said, "Mo trouble what­
soever. They ' re hungry tor it.• 

Uh huh. 

He eaid , "The banks may buy 1t and they'll 
re-sell it,• but he aald, •what hArm it they 
do re-distribute?• 

None. 

What? 

No harm in that. 

No. 

Jus t a little churning, but I think it might 
help a l ittle. 

24.3 

Well, I think I'll say a b1111on to a billion 
and a quarter, but I'm a little bit previous. 
I haven't had s ohanoe to talk with my own 
people or the others. 

Well , I think that's right. The only thing, 
you could say that we certainly would give 
consideration to a long bond. 

I don't think I'll say that. I think I'll 
Just say I'm going to borrow between a billion 
and a billion and a ouarter. 

And that's in line with your previous policy­
giving out the amount and then indicate leter 
what the type is. 

Yea. And shall we make up our mind earlier 
Monday - oh, I think it they have it t our 
o 'clock and they read it Tuesday, that glvea 
them a day's t ime to cheok and •..•• 
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You'll say something right away then. 

Now? 

Yeah. 

Oh, you mean not ..... 

About the billion and a quar ter. 

••..• wait until t our o ' olook? 

Well , I'm talklng to the dealers. 

Oh. 

See? And I'm afraid they 're going out, and 
I've have quite a range, trom ee•en hundred 
million to a billion and a quarter. 

244. 

Oh, you want me to put it out right away? 

I'd like to just let it leak out that you're 
thinking ot thie figure ao t hat I won't gi•e 
any wrong indication up here. 

I -well, I'll - I d1dn 1 t get that ••.•• 

Don't you think it'• better. 

I'm all contused. I t hought I bad press 
today. I don't have any preaa today. I'll 
do it at once. I think you' r e right. 

Yeah. Now, the other t hing ie, I assume 
in view ot the time that you don't want to 
eee any ot these boya - the dealers? 

I'm just thinking. 

You've got eleven o'olock Tuesday. 

Well, I tell you what we can do. I could 
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atart 1n at e1ght-thirt7 'l'u11da7 and l'1ll1 
troa then until el •••n o'clock - •••rJ half 
hour. I could run i n a lot. 

Yeah. 

Xou'd better fix it up down thtre. 

Do 70u want to do thatt 

Ytah. 

You're getting too auob i n tbert nov , it 
JOu're • •.. . 

fto , no. Start - run ae t r oa eigbt-thirt7 
to ten-thirtJ. 'l'hat'•• I think, tvo boure ­
I ought to be able to tee eight people -
eight groupe. 

Yeah. Eight-thirty to t en-thirty. 

Yeah. Eight-thirty to ten- thirty I oould run 
1n eight groupa. It'e too many. I wouldn ' t 
bring in more than a halt a dozen groupe. 

Oka7. You want to eee people ditterent troa 
whoa I'• eteing? Except 70u aigbt want to 
Ill Discount. I 1YI eeen Dudle7 K1ll1. 

Well , I'd l ike to eee tbe Dieoount b071 and 
alao - wbat'e-bia-naaet 

De•ine. 

De•1ne. 

Wtll, I'• not eeeing DeY1ne. 

Well , let ae eee the Di eoount bo7• and 
De•ine. 

And then we ' ll tix up eoae ot here. 

Yee, and one l ite 1neuranoe tallow. 
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You might bring me down Levie Douglas and 
h1a man. 
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Levie Douglas and hie man? Bring Lev down? 

Bring Le·" down. 

Lew, I think, would 11ke to talk to you 
anyhow, about another matter. 

Well , bring Lev down. 

Okay. 

Tell him I can ' t talk about f1ght for freedom 
until I've got some money. 

Well, Lew vente to talk to you about committee 
worlt. 

leah. 

Up here. 

All right. 

And I think 1 t m1ght be a good thing tor him 
to come down. 

Okay. 

One more. 

Yeah. 

I've got a meeting t omorrow morning w1tb. the 
State Department on Iceland. 

Yeah. 

I' 
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And they called me thie morning and said 
that si t uation - the dollar situation in 
Iceland ls r ather eerioue. 

Yeah. 

Would you be willing t o go along with a 
two million dollar Stabili zation loan there? 

Sure. 

I think it might be a good thing, and I 
think we can get it back. 

I'd a sreat deal r ather do that than this -
what was lt - two million or tive million 
we gave to Ni ca.ragua. 

Ecuador? 

Ec - no , Nicaragua. 

I'd much rather do it here than Ecuador. 

Don't you remember the Nicaragua one? 

No, I d1dn 1 t hear that one. 

Sure. We gave it to the tallow who ltllled 
hie uncle in order to become president. 

{Laughs) Yeah. Well, I think this is 
better than some or them. Well, I ' ll go 
ahead on that basi s then - Saturday morning. 

That's all right. 

All right. 

Thank you. 

Thank you. 
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Octobc- 3, 1941. 

'!he 111n14ter of South Africa, R. W. Close , ealle<l on Secretary 
li>rgonthau at 11•30 •·•• toda¥• llr. White wu present. 

The 111n14tar at.et<ld that his country wee urgently in need or 
steel mille to produce additional steal in South Africa. 1'he ap­
plications tor the material had been forwarded to the United States, 
end tho llinister was hopeful that Secretary llor,ent.hau would help 
the Union of South J.triea obtain the desired material. It such 
r~Ater14l could not be appropriately procured under Lend-Lease, h1s 
Oovernmnt hoped that they 'IIOUl.d be abla to purehaae tl- for eaah. 
tile second ito. which the J.lir.iat.er stated h1a Oo•e~t nrgently 
needed wu s..., golc!-.w1 ning 118ehinery. 

1'he llin14tar at.eted thAt apparently little was lcnoom in th14 
country about the large contribution b14 country •as uldng. Re 
ate ted, for exaple, that nth •h1te population of 2,000, 000 they 
bed 1\lJ.ly equipped an artf!¥ of 100,000 men to fight in the British 
forces. He stated that they needed to increase their gold produc­
tion in order to increase their purchaaes so they coul d give the 
~ assistenco to the forces fighting Ge~. 

He loft 'IIi th tbe Secretary three mescoren®, copies of which 
ar e appMded, and a budget et.atement of the Union of South Africa. 

The S""retery replied that be would do what be could to help 
the Union of South Al'rica obtein the steel that it needed and that 
be " uld consider the ~&&tt.er of gold-=1.nin8 ucbinery. Secretary 
lorioothau emtianed the lliniet..r not to expect too .ucb, as the 
qutstion of priorities of goods goini to South J.trica """ ~ 
indir""tly related to the queat.iO!I of the ®ll&r poaitioo to the 
Union of South Africa. 

H. D. 'llhite 
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TREASURY DEPARTMENT 
259 

INTitR OFF1Cit CONN U NICAT10 N 

TO ~ecretary l!orgenthau 

•. essrs. Foley and Pehle 

I.e : i oreign Funds Control Public Relations Program 

l'Ursuan~ to instructions , Norman Tol'lson IUld Joseph :.urphy 
ettena.ed meetlngs of Groups of the !lew York .State Bankers • Asso­
oiuti~n , ond discu~sed ~h~ freezing Order . The meetings r.ere 
. . eld ln tne foll01nng c1tles on the dates indicated· the approx-
U.e.te Lttendance at each meeting is also shown: ' 

Segt . 18, 1941 Binghmpton, ll .Y. 182 
19 11 Albanl, N.Y. 258 

" 22 " Buffa o, !I.Y. 334 
II 23 II Rochester, J! .Y. 210 
II 24 II Syr~:.cuse, N.Y. 341 
" 25 " VIes t Caldwell , II. J . 350 
II 26 II Hew York City 1352 

ln uddition to the evening meetings as scheduled, there 
v;e re ar ran(;ed in each of t he ln.s t five oi ties, and in Newark, 
•.• r. Jersey, informal round table question and answer periods de­
' oted entirely to Foreign Funds Control. 11ach of these meetines 
llsted about two hours. 

1'he evening meetings were more fomal in cheracter, con­
~:stin, oi' a presentation of Regulation W (oons\llller credit) by 
r . ounds and l.:.r . Treiber of the Federal Reserve Baruc of !lew 

~or:: , r.i t h impromptu questions and ansurs concerning that Regu­
.&tion. FollOI'Iing an intermission, J:.xecutive Order Ilo. 8389, as 
Q~s~ed , was discussed by Towson, and its legal aspects by Kurphy • 
.'ltis l'las f ollowed by a question end answer period devoted to the 
.ruer . 

'!'he presentation of the Order was on the theme that it is 
~~~ ~ssential, integral part of national economic defense , . that t he 
D~<nt.s are in the front line of such defense, and that t helr coopera­
tion is needed . The explanation of the legal aspects was ~n suo~ 
terns as to arouse questions and so to develo~ a broader ducus Slon 
oi the problems involved in the eff ective administration of Foreign 
· unds Control. 
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.l a a "'T wu bpt of the tne• of queatiou ut.a, 'llhloh 
_, be uaed in oonneetlon with tuiolher public relatlou progl' ... 

Infol'lllll contact. with -ben of the audhnoea, ad the 
conmenta made bJ officers of the Bankll'l' A.uooiatlon, iJldloate 
tb&t the progt'am waa nll received, the banker• feeling gratified 
at the atteaUon j>a.ld to tha ml their probl- b7 the '1'1'euU17 
DtpartaeDt, IDd Jllaaed at the wllliDgneea of repreaentati?el of 
the Depll't.lllnt a anner their queatione llld to aulat thea in the 
aolution of tbalr probl-. In ell the oitiu Tiel ted, the part7 
wu entertalw at dinner, aDd in moat of thea at lunch. The at­
titude of the 'llllllk of£J.r1o who attended wu inforu.l and cordlal.-

ToweOil ul lilw'pbf report haTing gained the following la­
preasione: 

1. A luge nwaber of the bankers were obTioualT ignorant of 
the ecope of the freezing regulatiou, and MliJ' aeaecl 
to have dlaregudid th• entire]¥. 

2. The relationship between freezing and econo.ic defeue 
wae new to moat pereona. 

3. Many banks had given only alight oonaideration to the 
testa by whloh to determine whether accounte should be 
blocked, and conaequentlT, nllllleroua queatlone were uked 
aa to how far they were required to go in effectuating 
t he program. 

4. There was a full, whole-hearted naponee to the requut 
for cooperation 18 soon 18 it wu realised that Foralgn 
Funde Control is a defenae MUIII'I of broed aoope. 
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.. urph;r, 
further 

• 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretary Morgenthau 
.. ,A!, 'f"· 

:Jessrs. Foley and Pehle ~\)--\ 
Funds Cont rol Public RelntionG Program Foreien 

On the basis of the experience of Hol'l118.1l Towson and Joseph 
in their speaking tour of hew York State , the folloy;ing 
procrao is recommended: 

1. An initial address by you over a nation-wide radio 
hook-up , mnphasi7ing the nati~nal econo~c defense 
aspects of freez~ng , and the unportance of the 
Foreign Funds Control program. 

2. Additional radio addresses, f r om t~e to time , by 
officers of the State , Treasury and Justice Depart­
llcnts on various aspects of freezing in which the 
public should be interested. Round table radio dis­
cussions between eovernment officials and representa­
tives of various groups, such as banks , insurance , 
shipping , importing, and other interests, night also 
be arranr ed. 

3. iiewspaper and magazine art icles having &eneral 
circulation, as well as appropriate trade papers, 
prepared by r.ell-knor.n r.:·lters after discussion nith 
Treasury officers , on various phases of the Control. 

4. A conference to be held i=ediately in t,;ashington, 
to be attended by e representa t ive of each Federal 
Reserve Bank, at which the public relations program 
of Foreign Funds Cont rol will be worked out in detail. 

5. A series of public meetings to be held in each of the 
cities where Federal Reserve Banks and thei r branches 
are located, to be addressed by re~resentatlves of 
Foreign Funds Control. These meet~ngs would be 
follar1ed by smaller round table discussions with 
par ticular groups affected by the Control. 

• 
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s. A letter, bearing your signature, to be sent to the 
r residont of each bank in the country, urging the 
full cooperation of his bank in the program of the 
Control. Thereaf ter, a semi-monthly letter from 
Foreign Funds Contr ol t o the officer designated by 
each bank to handle freezin~ matters, discussing 
mat ters of mutual interest, and presenting questions 
and answers . A suggested draft is attached. If 
t ris is satisfactory, steps can be taken at once 
t o have it multilithed and sent out. 

7. '1'he assignment to Foreign Funds Control of a full 
ti.r:le competent ublic relations man, r:ith adequate 
staff, to coordinate and develop the above progrem • • 

'>6? -... 
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Dear Sir: 

• 

THE SECRETARY OF" THl TREASURY 

WAaH I NOTON 

Here in Waahington we are anrloua to learn 11101'11 

about the diffioultiee ;you &re encountering with respect 
to freezing control. 

It i a no eae;r t&ak to administer freezing control. 
I know tb&t it haa raiaed a number of aerioua probl ... for 
you. I ahould like to hear from ;rou about these probleu 
and at the a•e tilu receiTe 70ur rlen on how we can do a 
better job. 

263 

lhat can we do to make ;rour job euler? Do ;rou han 
enough information? If not, what else can we eend 7ou? 
llha t kind of problema are oauaing ;rou difficul tTl Are the 
Federal Reoerve Banks end the Treuur;r Department girlng ;rou 
the kind of aaaiatanoe :rou need? Do ;rou see loophole• we 
are missl.ng? If eo, how can we plug them? Are we unnecea­
saril;r striot in some areu? Where? 

You are on the firing line. You know what help :rou 
need better than we do. Please give us ;your suggestions. 
I hope that in this war we can better understand ;your prob­
lem.a and improve our effort. ).!.any of the general probleu 
and ~eationa raised we hope to dlscusa and distribute in 
pamphlet f ol'll. 

Please let me bear from ;you ver:r aoon. 

Sincerel;r ;roura, 

Secretar:r of the Treasury 
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o;;.z..SURY DEPAR'l':.IENT, 
··.~s .. it~ton 

264 
FOR aELEASE, I.:OR:Hf;G !ffi'.SP:J'ERS, 
Friday, October 3, 19ql . 

The Secretary o~ the Treasury , by this public 

nctlce , invites tenders for $100,000 ,000, or thereabouts, of 

.Jl - ~ay Tr~t.sur;r bills , to be issued on a discount basis under 

cr;.;?etitivc bidding. The bills of this series nill be O.otcci 

(!CloJCr 6, 1J41 , and dll mature January 7, l:l42, when the 

fece &J:lCUnt l'lill be payable without intereat . They will be 

iss~ec in bearer form only, and in denomin~tions cf Sl ,OOO, 

:o.~oo . 310,000, $100,000, $500,000, ana $1 ,000,000 (~turity 

value) . 

Tenders will be received at Federal iteserve Banks 

~r.d Branches up to the closing hour , two o ' clock p . m., 

~utern St11ndard time , Monday , October 6 , 1941. Tende t•s will 

net be received c.t the Treasury IJepo.rtrr.cnt , '/iashington. Each 

· e'!der must be for an even multiple of Sl , ilOO, end tile rrice 

~ffcrec must b~ expressed on the basis cf 100, r.ith not ~ere 

tr.en tl:rec dtcil'l!'.ls , c . g ., 99 .925 . Fractions rey not b~ 

uced . It is urged that tender s be ~~e on the printea fo ~~s 

onti 1ot•w0\ru .. d in the special cnvelop~s which will be supplied 

by Fc<.o ral !lcsarve Banks or Brn:1ches on &?plication the r efor . 

Tenders will be N:ceivtd ·:tithout <icposi t from incc r­

?Orat"c b:.nl:s nnd t r ust cor.~pc.ni ~s and f rom r;;sponsible a~ 
r£co~nized eeal~rs in investment securities . T<nd~rs from 

27-84 
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others must be accompanied by p~nt of 10 percent of the 

face amou~t of Treasury bills applied for, unless the tenders 

are ~ccompanicd by an express guaranty of payment by an incor­

porated bank or trust company. 

Immediately ntter the closing hour, tenders will be 

opened at the Federal Reserve Banks and Branches, following 

wnich public announcement will be made by the Secretery of 

the Treasury of the amount and price range of accepted bids . 

Those submitting tenders will be advised of the acceptance 

or rojection thereof. The Secretary of the Treasury expressly 

reserves the right to accept or reject any or all tenders, 

in whole or in part, end his action in any such respect shall 

be final . Payment of accepted tenders at the prices offered 

must be mAde or completed ct the Federal Reserv~ Bank in 

cash or other immediately available funds on October 8, 1941 . 

The income derived from Treasury bills, Whether 

interest or gain from the sale or other disposition of the 

bills, shell not have any excmDtion, ns such, and loss from 

the sale or other disposition of Treasury bills shall not 

have any special treatment, as such, under Federal tcx Acts 

now or hereafter enacted. The bills shall be subject to 

estate, inheritance, gift, or other excise taxes, whether 

Federal or Stctc, but shall be exempt from all te.xation now 
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or hcreo.rter impos~d on the principcl or interest thereof by 

c:ny Sto.tc , or 11ny of tJ,e possessions of tho United StP.tes , or 

by r.ny local taxing authority . For purposes of t axation tho 

r.JI)I)unt of discount 11t which Treasury bills are originally sold 

by the United States shall be considered to bo interest . Under 

s~ctions 42 nnd 117 (a) (1) of the Intern11l Revenue Code, es 

~cnd~d by Section 115 of the Revenue Act of 1941, the cmount 

of discount ct which bills issued hereunder ere sold shell not 

be considered to r.ccrue until such bills ahull bo sold, redeemed 

or otherwise disposed of, and such bills nrc excluded f rom con­

sideration es capital cssets . Accordingly, thu owner of 

Trecsury bills (other then lifo insurance companies) issued 

hereunder no~d include in his incom~ tr.x return only the differ­

ence between the price p~id for such bills, whether on original 

issue or on subsequent purchr.sc, end tho runount nctuelly re­

ceived either upon s ~lc or re~e~ption nt mcturity during the 

t~xcblc y~r.r for which the return is ~de, es ordincry gain or 

loss . 
Treasury Dcpcrtment Circulur Uo . 418, c.s o.mendcd, 

c.nd this notice , proscribe the terms of the Tror.sury bills 

end govern tho conditions of their issue . Copibs of the cir­

culcr mny bo obtnined from nny Fcdcrcl Reserve Bcnk or Brnnch. 

-oOo-
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TREASUR Y DEPARTMENT 

INTI!III OFFICII: COiolloiUNICATION 

TO ::~r~~nthau 

OAT& October 3, 
19~1 

SubJect: October Financing 

The maJor teobn1oal problem presented by the October 
financing ia whetber it ebould be concentrated entirely 1n 
a long-tara iaeue or divided between a aedium- and a long­
te" iuue. A ainor yroblea h tbe proper treataent or the 
$2o4 million& or 1-1/~ percent notes maturing on December 15. 
The !iret and aecond eectione or th1a memorandum are devoted 
to a consideration or these problema and the third to a die­
ouaeion or particular propoeed ieeuea. It is assumed that 
the amount or new money desired to be raised at tbia time 
1a about $1 bU11on. 

I . Tbe Market tor a New Medium- or 
LOng:= term I esue 

The market t or a new medium- or long-term iesue ia over­
whelmingly an 1netitutional one. August 31 figures, Just 
available, ebow that about 81 percent or the total privately­
held eupply or the three taxable iaaues put out thia epring 
ia held by banks and ineurance companies covered by tba 
Treasury Survey or tbe OWnerahip o! Government Seouritiee. 
It the holdings or banks and insurance companies not covered 
by the BllrTay and or other olalla a or ineti tlltione were known, 
thia figure might be raised by, perhaps, ae much ae 10 par­
cent. 

Proapacta are not good, furthermore, or increasing the 
non-institutional absorption or medium- and l ong-term 
marketable aeouritiee in the near rutllre . Individuals pllla 
all 1netitllt1ona other than banka and ineurancs compan1ee 
absorbed leaa than 2 percent or the net increaee in the pri­
vately- held aarketable eupply or Governaent debt during the 
eight yeare ended June 30, 19~. Holdinga or aarketable 
eecuritiee by individuals alone probably declined dllring 
thie period despite an increaee or over $18 billione in the 
privately-held aupply or euch eecuritiee. Individual pur­
chaaere at the preeent t1me, moreover, have a much acre 

• 
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attraot1•• outlot for tua4a up to 153,750 a 7aar in aa•1D«a 
boW (t107 ,500 for aur1o4 oo11J)l .. , plu. a44U1oll&l •ounte 
tor obll4Nn). It 11a7 bo oonolu4o4, therefore, that tho 

aarll:et tor tho n• fillaAoiq -•t bo pn.&rll7 1nat1tut1o~. 

A a.ai~tor. 1o.uo wwa14 be attraot1•o prinoip&117 to 

o~eroial llo.Dko1 a lonc-ter. i .. ue 1101114 han to find Pel"­
ll&llont 1o4peat pl"1Mipall7 w1 th i&Rftnoe o~n1.. &114 

ntul ••1DB• banka, elthoueb a l.ars• part of it aipt bo 

plaoe4 taporar1l7, aa4 a ..U.er part peN&Dentl;r, With 
ooaero1&1 banka. !llo proferoaoeo of the~e 41fferant ola .... 
ot 1netitut1oaa, •• h 4 Soate4 liT Uleir ho14inga of the thl'oo 

ouht&ll4111« t&Dble i .. u .. aa of Aquat 31, 1~1, are ehown 
1n the followiq table: 

Hol41qa of 'l'auble Boade b7 Inat1 tut1one 
Conre4 b7 the treaOUI"J eur.e7 

Aq\llt 31. 1941 

( In percent of total pri.atel7-he14 aupp1J ) 

I I Xiituii : : 
Inturanoe • eo-eroiel, &a•lDga 1 I : 'l'otal 

• Bank• : Collpani•• • Balik a : .. .. 
2 '• 1948-50 53 20 13 ~6 

2-1/2 ' • 1952-54 31 33 12 76 

2-1/2 ' • 1956-5~ gr 26 2~ !!. 

'l'otal 36 26 19 n 

Life ineuranoe oa.pani .. are ourrentl7 ia a •err atrong 
oaeh poait1on. Caeh hol41nga of 36 large legel ro .. rn Ufe 
1nauranoe ooapaniea ha•iDB ~2 percent of total a4a1tte4 
aneta of al1 lega:L r .. e"' life 1neuranoe OOII!P&n1 .. 1n the 
United Stat .. aaounte4 to t1,17l alll1ona on Jul.7 31. 'l'hia 
h about the aaae aa 1a the preoe41ag f1•• aontha, but 1a 

-• 
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seoretar7 Xorgentbau - 3 

ab&rpl;r above tne levela prevailing prior to rebruarr or 

tb1• 7ear, ae 1e ahown b7 tne attaohed obart. While it ia 

ot oouree, \Ull.1iel7 that the aaJor portion ot thia oaeh ' 

b&lenoe would ba ueed at &D7 one tiae tor the aoquiaition ot 

United Statee aeouritiea, it ia, nevertheleaa, probable tbat 

the life ineur&Doe ooapaniea would be Villiag to 4Nv on 

tbeir oaah balanoee to tne extent of, a&7, t2oo to $300 ail­

liona to purohaae an iaaue eepeoiall7 appealing to th•• 

J'roa tne longer-run point ot rtew, however , the aaount 

of Government aeouritiee vhioh life inauranoe ooapaniea a&7 

be exPected to purchaae from new tunda 1a aore iaportant 

than a07 aiogle- ahot purohaae vhiob aight be •d• troa ao­

oumulated oaah. The average monthly inoreaee in total tunde 

available for inYtetaent. of the 36 large ooapaniea vaa onl7 

$115 aill1one duriag tne 7aar ended Jul7 31, 19~1. !he • 

average monthly inoreaae in holding• of United 8tatee ae-

curitiee vae onl7 t25 ailliona. 

Caah balanou of autlal. aavioge banka at $9611 a1llione 

on June 30, 19~1 vera around their all-tiae high. Theae 

caah holdings which amounted to about 9.1 peroent of total 

depoai te aight be 4Nvn down b7 perbapa $100 to t200 ail­

lion a to purohaae an iaeue partioularl7 attractive to the 

mutual e. 

!he long-run abaorpt1ve oapaoity of autuala 1a not 

good, however, During tne 7e&r ended June 30, 1941, their 

total depoaita inoreaaed onl7 $17 allliona. The 1noreaae 

of $313 a1lliona in their Oonrnaent hold1aga during thia 

period vaa aada poea1ble, therefore, only b7 a liquidation 

ot other loana and 1nveetaente. During tne aix aontna 

ended June 30, 1941, autual aavinga banka acquired about 

$1121 aillione of new taxable bonda, but financed about 
t6oo a1lliona of thell b7 the liquidation of other Oonrn.­

aent aeouritiea. 81Doe tne aeouritiea liquidated vera 

preau.pt1vtl7 aold aoatl7 to ooaaeroial banka, little vaa 

gtined from the atan4point of reatrain1ng the inoreaee in 

bank depoa1te by aall1Dg the new aeourit1ea to the autuala. 

It appears therefore, that the abaorptive oapaoit7 of 

1neuranoe ooapattiee and autual aaviaga banlta 1a varr 11a1te4. 

Couero1al banlta on the other hand will et111 have about 

84 billi on• of e~oeea reaervee reaaln1ng after giving effeot 

to the recant inoreaae in reeerve requireaenta and1 there­

fore, are at111 able to abaorb about tzo billion• 1n a4-

41t1onal loana and 1nveetaente. 

Regraded Unclassified



• 

'> ':'Q .... . 
secretary Morgentbau - 4 

It tollova trom the above tigurea that the only clae118 
of investors capable ot absorbing a large proportion ot the 
huge deficit fin~noing ahead are ind1viduala and commercial 
banks. Ind1v1duale cannot he reached ettecthely by open 
msrket eeouritie1, while sales to commercial banka result 
in an expansion ot deposita. Inet1tutional inveetora other 
thAn OOIIIJIIaroial. bank a do not have the oapaoi ty to absorb 
any eub1tantial. proportion ot the deficit except by resell­
ing exi1ting securities to commercial banks-- a procedure 
fullY ae inflationary ae it the eeouritiee vera sold to com­
mercial banks in the tir1t 1netanoe. A greatly increased 
sale ot eavinga bonde appears to be the only way by which 
a maJor proportion ot the detioit may be tinanoed otherwiee 
tb8n through direct or indirect ,.lee ot aeouritha to c011-
merc1al banks. 

Under the oiroumstanoas, it would seem viae not to 
bear too heavily on the long-term market at the present 
time. We should suggest, therefore, that the proposed new 
money financing be divided about equal.ly between a me41ua­
teno iaaue attracUve principally to ccmaeroial banks a nd 
a long-term iaeue attractive primarily to other inet1tu­
tional inveetore. 

II, The 1-1/41 & Due December 15. 1941 

The retunding ot the 1-1/4 percent note~, due December 
15, preeente no 1aportant problem. These are outeten41ng 
in the amount ot only $2o4 millions, ot vhioh $43 aillion• 
are held by the Federal. Reserve Banke. Ot the reataining 
$161 millions, $gg millions are owned by holders covered 
by the Treasury SurTey ot the Ownertbip ot Government Se­
curities -- $64 millions by commercial banka, and $24 mil­
Hone by insurance companiee and mutual eavinge banks 
combined. (The relatively large amount ot th11 1aaue -­
$73 millions -- owned by 1 other holders•, ae compared with 
recent ieeuee, ia explained by the tact that tbie 1aeue ia 
wholly tax-exempt, and hence attractive t o ind1viduale. ) 

Due to the II!Dal.l emount ot the uturing notes, two 
separate oaab iaeuea ottered at the present time, with an 
option t or the note• to exchange i nto either, would present 
no especial problea aa there would be no objection to the 
bulk ot the note• going into ei ther one or the other ot the 
new i eeuee. (It the amount ot the maturing note• vera 
larger, it would be desirable, it two new-money ieeuea were 
to be cttered, that their preaiUila be approx1aatelT equal 1n 
order to preYent the bulk ot the exchange• going either one 
way or the other. ) 

• 
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III. 8Ugguted Iuuu 

All incUcation ot vbat aight be obtained in tenu ot 
1ntereet rate• and a&turitiee at the preeent t1ae ie g1Ten 
b1 the epecitio iesuee lieted below. !be pricing or tbeee 
ieauee it preliain&rr and is b&eed on the euppoeit1on that 
the t1nano1ng will be 41Tided approx1aettlJ equallJ between 
two 1eeuee, one in each oategorf. It the entire tinano1ng 
ehould be concentrated in one ieeue, the 1eeue eelected 
would ban to be el1gbtlJ eborter than in41o&ted in the 
table: 

1 Eetlaated 
Yield 
Baei .. 

(Percent) 

Ieeuee Priaaril~AttraotiTe to 
COIIIDeroi Billie 

1-l/2 percent bond 
due March 15, 194g 
(6 7eare, 5 aonthe) 

2 percent bond 
due Septeaber 15, 1952-54 
(10 Jeare, ll aontbe -

2 

12 Jeare, ll aontbe) 

percent bond 
due Septeaber 15, 1952-55 
(10 Jtara, ll aonthe -
13 Je&re, ll aonthe) 

1.U 

Probable 
Prioe 

100-25/32 

101-15/32 

101- 6/32 

Iuun Pr1aer1li AttraotiTI to 
Ineuranoe CO!p!n1ee and kutuii SiTing• Banke 

2-l/~ percent bond 
due September 15, 1956-61 
(1~ Jeare, ll aonthl -
19 Je&re, ll aontbe) 

2-l/2 percent bond 
due September 15, 1971-76 
(29 Jeare, ll monthe -
3~ 1eare, 11 monthe) 

2.13 

( • Saeed on oloe.ing bid pr1oee October l, 19~1. 

Attaol:aent 

101-17/32 

101- 15/32 
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TREASURY DEPARTMENT 

INTEIII.OFf'ICE COMM UN ICATION 

DAn October J , 1941 

to :::.ecl'~t.ary Loreent.b&u 

/ '""" .•• H. Hadley 

PROPOSr:D TREASliHY FIHJJICINQ 

7ho present market indicates that it could very easily t ake $1 billion 

in caab and ret\md.ina of the $200 !dillon Deceaber note in one lolll issue , 

"o-•Vftr , 1~ " ould seem advisai>le to .,..., a aplil. o!!erilll of , say, .,700 or 

, ci)J ~tilllon in a long issue and ;~500 llill.ion in a alorter issue so as not 

:.c.~ ~vt:rloaJ t.he lo~er en,;l o.C the m.arket . 

A lone 2-l/2<;; isoue could be of.t'orod with tho .first call date in the 

nei~nuorhood of 2? to JO years . This 14 ro ughly 15 years longer than our 

!.As~ 2- l/2,. offering in }.lay, Tho oest shor\.er iuue th&t could oe offered 

» coo,.unction with a 2- l/2'/. oond ...,ulo appear to oe a 2,. nth 10 or ll ytillrs 

w .lrn cell date. l.t' such an offoril\i: is :&de, the holders of toile llecesoer 

,..., ... si.,uld oe given the oppor\.u.orl.ty to exchanie into either is;>:e, although 

o.)IJSt of t.'ne= would probably t.ake the lofli, 1asue . 

'or a oinj;le bond offering , 11f:1 preference would be a 2-Jfd/o issue of 

QO<Jut 2v yea•·• to first call da te. This would not onl;r represent a s aving 

in inter~•• over a 2-l/2], but would give 110 a better basis for d~terminine 

rateo on future long offerings . At the pr~eent tiQO a 2-l/2~ appears as 

~'.ou.,h it could be placed as early as 1968 out. prooably as lon6 as 19?2 or 

• 
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Prellliums Based on Otrer1n,g 2 Bonde 

Probable 

Coupon ua turity Yield Price Pr..,.ium 

'1/. 10-ll )'TO o 1, 81 101. 2) 1 pt. 2)/32nds 
(1951-5)) 1, 8) 101, 1.1) 1 pt . l.S/32nda 

11-1) yra . 1 . 88 101.7 1 pt. 7/'J2nda 
(1952- 54) 1 .90 101. 1 point 

2-l/4'1> 15-17 yrs. 2,10 101. )0 1 pt. )O/J2nds 

(1956-58) 2 . l2 101.21 1 pt. 2l/'J2nda 

16-18 yrs , 2 .14 101. 16 1 pt . 16/J2nda 

(1957- 59) 2.16 101. 7 1 pt . 7/32nds 

2-)/Sf, 20~J yra . 2.24 102. 5 2 pts . 5/'J2nds 

(1961-64) 2.26 101. 27 1 pt . 27/J2nda 

2~4 yrs , 2.27 101. 25 1 pt. 25/J2nda 

(1962-65) 2, 29 101, 1) 1 pt. l:l/J2nda 

2-1/21> 27-)2 yrs. 2. )6 102 .~ 2 pt.s. 2J/)2nda 

U968-7J) 2 . )tl 102.11 2 pts, ll/J2nda 

JO-JS yrs . 2. 41 101. 29 1 pt. 29/)2nds 

(1971- 76) 2. 4) 101. 16 1 pt . 16/)2nd• 
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Preaiuaa Baaed on Ofterina Onl,y 1 Bond 

Probeb1e 
coupon )£&turity ~ Price Preclua 

2-1;4'/. 14-1.6 yrs . 2, 10 1.01, 2'7 1 pt, 2'7/J21vla 
(1955-57) 2, 12 J.01. 19 l pt. l9/J2nds 

15-1.7 yra, 2 .14 1.01, 1) l pt. 13/J2nd• 
(1956-511) 2, 16 l01o4 1 pt . 4/J2nd• . 

• 

2-3/e/. 19-22 yrs, 2 ,26 101,25 l ~. 25/.l2nda 
(1960-63) 2 ,28 101,14 1pt. l4/)2nda 

2()-;l.) yrs, 2,28 1.01, 17 lpt , 17/32nda 
(1961-64) 2 • .)0 1.01.7 l pt. 7/32nda 

2-1/2'/. 27- 32 yrs, 2 , .)8 102, 11 2 pts , ~J2nda 
(1968-7.)) 2 ,40 1.01. ')1 1 pt. ) .)2nds 

.30-35 yrs, 2,42 1.01, 2') l pt , 23/J21vla 

(1971- 76) 2,44 1.01.10 1 pt. l0/J2nd• 
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TREASU RY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

8eoretar:r Morgenthau 

D. H. Korr1a, Jr. 

cAn October 3, 19~1 

SubJect : 8uggeetiona Ooncern1ng October Financing Result1ng 
fro~ a Meeti.ng of Keeare. Haae, MUrpny, Hadle;r, and 
Morrie 

Speoiu reference ie lll&de to the first paragraph on page 
rour of Jtr. Haas' ~emorandum dated October 3· Elaborating 
soeewhat on that paragraph, it ie pointed out that the biggeat 
total dollar field available trom indl'fiduala is that area 
conrad priaarll;r b;r wages , wh1oh, in erreot, ~eans that th1e 
field can onl:r euceeaetu.ll;r be tapped through the eannge bond 
program and through an extension of social security or eo~e 
similar progr~. 

On the background of Mr. Haaa' me~orandum or October 3· 
plus the abo'fe co-ant, it 18 auggeated that the October 
financing be divided appro.x1matel:r as follows: 

A 2-1/2 percent leeue, due 1971-76. The amount s to 
be pro<rided under th1a 1eaue are estimated to 11ne 
up about as follows: 

Announced amount of new mone;r . . • . . . ..••. $750,000,000 
10 percent tolerance . . . . ... .•.•...•....• 75,000,000 
i.xchange troa 1-1/~ percent 

12-15-ln iaeue .. . .....••.•.........•.. 15Q,OOO,OOO 
Trust t 'und, prellminar:r estimate ...... • • 100,000,000 

Total . ......... . .................... . $1,075, 000, 000 

The balance of the t1nanoing to be by a 2 percent issue, 
due 1952-55· It is estimated th1a will amount to between tive 
and si x hundred m1111on dollars . 
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J,. aingle 111ue 1e feU to be 1DadY1aeble at thh Uae 

tor ••veral reaeone. rlret ot all, 1n ep1te ot the taot that 

part would be 1n ~ natllre ot ret=41ng operations, never­

theless the total 1eaue would be pretty big, ae 1e ehown by 

the following .. tt.ate1 

New aone7 aa announoed • ..•••••• •• •.•.. 
lO peroent toleraaoe •• ••••• • • •••• • •• •. 
&xoh&Dge troa 1-1/~ peroet 

1eaue 12-15-~1 ••.••••• ••• ••• •••.•••. 

'l'ruet tW141, prellainary .. t1aate ••• • • 

7otal . . . .. . .. . ...••. .. ............•. 

tl,250,000,000 
125,000,000 

204, 000. 000 
100. 000. 000 

11.679,000,000 

Ir euoh an 1ene carried a ~1/2 percent rate and n• 

placed in a long aaturU:r •ohedule, euoh ae 1971-76, it would 

be exploring new ground 1n a prdty radioel '1181• ll'urthel'IIIOre, 

not only 1t th1e t:rpe ot 1ane were ueed, but alao even 1t a 

2-3/8 ot about 1961-66 were put out , 1t et111 eeeme likely at 

th11 time tbat IIUoh ot an:r euoh t1nano1ng would 11aply die­

place ehorter 1eeuee held by IOH 1n1t1tut1one, and the ehorttr 

1aeuee would be taken uP b:r the oolllllero1al bank•. 'l'hue T&r"f 

little would be aoooapl11b.ed 1D the n:r ot placing the .. tunde 

with true laTera (tor turther deta1la, eee aemorandua troa Ill-. 

Haas). It a 2-l/11- percent ooupon were u .. d, the aaturity 

. 
• 

' would pro'babl:r han to be brought down eoa .. hare 1n the 1955-61 

group and here we run into eoae "f8&rl wh1oh are already pretty 

well tilled up on aaturity 1ohedul... ~ 
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sAU OJ' B01QlS 

Sal.oe of Defou o S.YiJI8e Boll4a r .. outl ll,Stu.,Ul,OOO 

ae ot S.pt.-bn )0. .Ut~ ouh reoeipU f:roa tho oalo of • • 
r , aD4 o Boll4• troa Sept_,.,. lot tllroQCil Sopt..Ur )Otll wvo 

$2)2,327 ,000, .tl!oh 1o a doorouo of 12.5 per ooDt onr tho 

11011tb of A.IJCU.Ot. Sal. .. troll AIICut lot tllroQCil AJ~CUt )lot 

were 1265 ,606, 000. Saloo troa lul:r lot tllrouah 11117 ) lot 

were $)~2,1)2,000 . 
Total oaloo ot all three oorioo of Boll4o tiii:'Do4 

upward in the nolt Soptabor 15- 20, adnnoiDC .oi:'O obarpl:r 

111 the last wok of Sopt.abor. Sal. .. of Sorioo • ahond 

an 11pward trend in that .. ek. Sal. .. of Serio• ., all4 0 turMtl 

up 111 the third -• of sept.aber, oont1Du1D& tuir riae 1D 

tbe last woolt. (Soo graph attaohotl) 

• ANY BONa! :rnpm• 
The .Autoaatio Phonograph Manutaoturora' .ueooiati-

and reprooontati••• of all the .ajor rooor4iDC ooapen1oo tolo­

gre,pbed s oorotar:r lforsontbau on October 2 plod&iD& oupport 

in belpins tho aaroruaent • publioizo, proaoto and oell Dof ono• 

5aY1D&I Boll4a and st•P•• , TU:r oro takiD& otopo to ban a 

reoordiD& of • JAT Boll4• To4q" plaood in Mo. 1 poaition OD all 

the )00,000 ou,._tio p~~.onographa 1D tho oouatr:r, to bo fo1l..C 
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by other detenae bond records as a~ailabls. K.R.K. Publications 

are print i ll6 the words ot .. A'll:T Bonds Today" in their latest 

•srosdoast Song Hits" , circulation 425 , 000. 

A.'.!ERICA PR~D · 

1Jn1on meetings ere using the tilm extensi~ely . one 

request alo,ne was tor 500 showings in Detroit. All the 1),000 

schools in Texas will see the picture, e»d it is being booked 

in ot her States. 

TREASURY HOUSES 

New York Treasury Bouse closed September 29 with total 

stamp sales ot $28,0)4.10; Stamps sold , 65 ,120; albUDs star ted, 

7,612. Boston Treasury House in 25 days sold 42,724 Stamps, 

at $36 ,814.60; 4 ,821 albums were started. 

DIRECT llAIL 
The mailing to 410, 000 corporations, aesociationa, 

etc. has brought orders tor $1 , 955,577 in 22 days and orders are 

still collling in. Approximetely 44 per cent are tor 

Series r Bonds , the balance tor series o . Total orders 597. 

A mailing to customers started the middle ot Se ptember 

and not yet completed sho,vs $508 ,12) in direct sales trom 1020 

orders in 12 days. More than 50 per cent ot the people order ing 

ere signing u,p on the Regular Purchase Plan, underlying purpose 

ot the uUing. Appr oximetel:r 56 per cent ot the orders are tor 

Series E Bonds, ) 4 per cent tor G a nd the balance tor F . 

.• 

Regraded Unclassified



• 

- 3 - 28(' 

p LD Oi"FICE 

Since September 26 three States , Idaho, Indiana, end 

Tennessee , end the Territory or Hewe11 have moved rrom the bl ue 

to the red group; Kentucky has progressed trom the white group 

to the yellow. (See map attached) 

.:ltate Administrators received this week Field Bulletin 

t.o . 7 on t he installation and operation or the Payroll Allotllent 

Flan. A c entral record tile ot data covering all employers or 

100 or more persons in the Ubi ted States as or J'une 30 last is 

oc~ being classified, and active promotion concentra t ed on firms 

emplcyins 500 or more persons. 

~ince September 26 one new Field Hepresentetive has 

st orted work in the fie ld, enother has completed his course or 

tra1n1nr; , and three new men repox·ted tor training on October 1. 

T-110 others will report on October 6th. 

t:r . Johnston spoke on payroll allotment at the convention 

of the t,ational ASsociation ot Comptrollers, New York; and deliver­

ed three addresses at t he convention or the National ASsociation 

or Life Unden·~iters, Cincinnati. Wr • .:lparks addressed the 2000 

:eobers ot the American Bankers ASsociation Convention or Chicago. 

Announcements were carr ied on the Louis- Nove tl.gllt broad­

ca3t coast to coast September 29th. Announcements are being 

cnried on all Wor ld Series broedcestu . 

Complete progrem tor "For America We Sing" on Navy Dey, 

Octo~er 27 , will be dedicated to tbe Navy. Hildegarde is to be 

tte singi ng star on this date. s ons ,~iting contest was launched 

• 

' 
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on this program September 29. 

Incomplete reports show 407 stations used 12, 000 

Retailers-For-Defense Week announcements; women ' s program an­

nouncements were used by 878 stations in September. So r ar six 

tive-!rlnute interTiews sent to all stations 1n Septeeer ha't'e been 

broadcast 475 times o•er 118 stations. 

Printed rootball announcements tor all ' 'ations are 

being released weekly to all sponsors or college aa4 proressional 

tootbell games, sa well a s to stations carrying rootball broad­

casts, pre-game programs and rollow-up eoores. (See copy or 

release attached) 

Important magazine publishers approached wit h the sug­

gestion that they incorporate "Buy Derense Bonds" emblems in their 

cover designs are indicating interest. Among the organizations 

considering this torm or cooperation era Crowell , Hearst , WcCall 'a, 

Time-Life, and Curtis Publishing company. 

The Philadelphia E't'eniD& Bulletin reports that the 

second week or their carrier campaign resulted in the actual· sale 

of 130,000 Detense s avings Stamps, a )0 per cent i ncrease over 

the first week or the oenvass. The Bulletin has purchased 150,000 

St amps for tbe third weak, a~ is using space in other newspa,pers 

to advertise its cooperation in the Derense SS't'inge Program. (See 

advertisement in the woahington Star attached) 

A unit ha,s been set up in the Press Sect ion t o supply 

tbe labor preaa (reader co•erage 15 , 000, 000) with news and intorma-

• 

Regraded Unclassified



• 

- 5 - 282 

tioD stimulating labor part1o1pat1on 1n the Progr ... 

Conep1ououa among the newspaper aTD41oata artiste 

cooperating 1n the Program was the widely-eyndicatad Webster, 

with Ilia "Lite' a O.rlcaet Kolll8nta" oartoon published September )0. 

(See attaohad) 
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all .:-_. Announcement 
URY DEPARTMENT • DEFENSE SAVINGS STAFF 

For FootbaU Broadcasts, P re-game P rograms and Score 
Summat ions During the Second Week End or October. 1-A 

Today our countt·y is poised for a touchdown. Ou•·s is a dash 

rot· liberty, for freedom, and for justice. One hundred and thirty 

million people are playing the game of National Defense. Every 

American can carry the ball over the goal line. Uncle Sam is 

depending on evet·y citizen for active support! You must do more 

than I'OOt on the sidelines. Billions are needed fot· defense­

billions to keep the wheels of indush-y humming, billions to stem 

the tide of t yt·anny and dictatorship which is engulfing the world. 

Get back of your Government and push it o,·er the goal line. Put 

~·our dollars and dimes to work for the defense of America. Buy 

United States Defense Bonds and Stamps now! Bu)' them as 

often as you can! Invest you•· savings rcgulnl"ly in United States 

Defense Bonds and Stamps. Let the roat· of the crowd proclaim 

libet·ty and justice throughout all the wol"ld! 

• 

' 
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Announce ... IIJI 

DEFEISE SAVIIGS STAF 

For Football Broadcasts, Pre-game Programs and Score 
Summations During the Second Week End of October. 1-B 

Score a touchdown for National Defense today! Buy United 

States Defense Bonds and Stamps and put your dollars and dimes 

to work pushing America over the goal line. 

• Regraded Unclassified



Announc·­
DEFEisE SAVIIGS STAF 

For Football Broadcaats, Pf'e.l'ame Programs and Score 
Summations Durin&' the Second Week End of October. l·C 

The signals have been called and America sweeps down the 

field to victory. Our opponents are tough, tyrannical. Make 

our side the Winning side by buying as many United States Defense 

Bonds and Stamps as you can alford. There must be no fouls, no 

offsides in this great play for National Defense . 
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~~~ ..... II ~ _. Announcement 
URY DEPARTMENT • DEFENSE SAVINGS STAFF 

For Football Broadcasts, Pre-game Programs and Score 
Summations During the Second Week End of October. l·D 

The roar of all-out production for National Defense is drowning 

out the roar of the football crowds. You, too, can root for your 

country's defense by buying United States Defense Bonds and 

Stamps often and regularly. Kick off for victory today and every 

day this fall. 

• 
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OCT 3 1~1 

o. ... }II' . taw.MP' 

I .. ft1'7 gW to ban j'Oill' nlce not• 

ot S•pt.U... a.. 1f1 dlit to Detroit .. 

OM of tba •.t njo,alll• nperl•ot .. I han 

ba.4 dlll'lllt fiT ""lc:• at t he Tr.ae1117, &114 

tor t h1e I u 'ft1'7 zratetul to 70lll't•lf &lid 

• b\le7. 

'lilth ..z11 t l.&DU tor 701&1' &ood wllht~, 

Iu 

S.crtt&l'7 ot th• TI'.Uill'7 

Hoeoralll• au .. Jtaft!M~Cb, 
Stat• A4alalatrator, 
O.t•n•• Sa•la6• starr, 
334 ~ llulliU.ac, 
O.trolt, lllc!Ut•· 

HNGttna 
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TREASURY DEPARTMENT 
INTERNAL REVENUE SERVJC£ 

DETRoiT, MICH. 
llepteabu 24, 1~1 

aonorablo lenry llorgon U..... Jr, , 
Socro t&1'7 of the Tro&OUJ'7 
Waoh1Dcton, D. o. 

TM reaction to yo»Z nol t hero baa boon oo pleeoill& 
to oo lhot 1 fool 1 ohoul4 pooo lhio ..,r4 on to 10"'• 

~to a DUIIl>or of peroono ill .arlouo wall<• of 11 fe 
han info.,..4 •• lhat tlut7 'bollno JO»Z n oit wae a flno ,.,.turo. 
I fin! tha t tho improoaion aa4e on Labor baa been excellent, 
Ono man aal! to • •1 u wqa thou.cht a Socrot&rJ of t'ba 'l'rouu.ry 
wao o oort of 1\lper banlc preoi4ont, lUI! ao far from reach o.o oM 
of lheoe fellowa, but tbia Uorgonlhlll 1o a rol"lar 11'7• IUld aooma 
to be one of ua." The coneen.,., , •• a reeult of reading the 
accounto in tho daily po.pora , aooma to be that tbllt wo.a tho fino 
• 1¥ to cot tho teol of tho people . It h fJ!f opinion that rou. han 
contribute! t r omodou.oly to tho oorolo of tho 111ch1&1\D ci ti sonrr 
throu.ch tbia ftn turo. 

In4ao4, if it were not for tho inbibi tiona that I heft 
fal t oinco Senator Batch prort4a4 a .. 4orn !ocolocuo. I aicht 
hen a 1\lC&Utlon to Mice wi th refero11co to 1944. ~. I • 
qui to ploaeo4 ol>ou.t tho wbolo UWI&• 

You will 'bo i nt oreoto4 to kno• that oince JOUr noit, 

•">g·;> - -

I han hod an oppo.rwni tJ to 411CUI 0 the po.JrOll u~etioD plan 
w1 th oome official a of tho :ror4 llotor CompiUI'f. an4 it look a to • 
ao it wa will bo ablo to put that owor at Doarbora i n o ... rr ohort 

u • . 

Sincorelr youro , ~ 

~L~ 
Collect or of Intorcal &o••~ 

• Regraded Unclassified



OCT 3 1941 

i:car l.!adu Seore~a 

In coaAectlon with the Treaaur,r•a contlnuiDg oaapaiga 

to sell Otten•• SaTin&• Dond1 and Stampa, we are propoaing 

a ~oluntar1 parroll allot.ent plan whloh I belitTe will 

contribute TlrJ =ateriall7 to the auco••• or our errorta 

in thla Tital work. The gilt of the plan la that, at t he 

~oluntar7 requut of an t llploJtt a4\e in wri tl..ng to hla 

t:lplOJtr, the arploJtr will plaot au.h UD\IIlt or the em­

plofe•'• aalary for each p&1 period aa the employee ~1 

hne dulanatea in a tru.t account to be accumulated un­

til auttlolent for t he puroha1e of a De!enae ~&Tin&• nond, 

such bond t o be purohaatd in the DADII of t he uplo7 .. &lll1 

lmudlatel7 turned onr to him. The plan proYidea that 

tLe .. ploJt•'• authorlaatl on !or the allot.lnt ot part ot 

hil aalar7 tor thla purpo11 ca7 be wl thdnlm b7 h!.m at 1117 

ti~ and that he oan then recti~• whateTtr aoouaula t iona 

there aa7 be to hia oredlt. The t : yloyer will not reoei~e 

AnT profit, di rect or indirect, !rom the allota.nt plan. 

Since •• dtalr• to put the plan into nat lon•wide 

e!!ect and ainoe Ti rtual l7 all l arge ezployera now baTt 
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o.w.,....t ... t ... te, U.. t•ltlea Ml ul .. wlletller tM 

plaa 11 toabvJ tt ~ tf ~. 1tatwt11 rtta.lrllli Ult ,.,.. 

•at of ab1 -ce1 ., J"Rl~ltbc kltl-beeu. n. .. 

ata\utll art tu falr LaMr Stnflrtt let, the 1rallb-Btaler 

Publie Coatnetl .let, ul tM C.pelaaa Uek-Mek let. 

I attath a "17 tf a letter tf ltratt lS, 1941, fro. 

&••l•lttr&t.r Wal111c tf tu D1•111ta tf ,_.lle Ceatraet1 

et JOV ~t ul a "" ef a letter tf hCMt 12, 

1~1, ffta Uala.l1trater ru.t11 of U.. race .u lleur Dhl• 

alta of JOV Dt.,...._t, bl111tbc tMt tu bttiVJ'• 

ftbllt&J'T NNll all1t.at plaa 11 •t prUllllW b7 the 

?<ala-Btllq .let u4 the Pair IAMr StiJI4arb .let, ,.. 

•peeU•elf. 

!be ... toaa14tnt1ou ... •nl1.U1e to the nu­
bttk ttat•te. 'l'U !rtaiVJ Dtpan.at 11 et the toulieM 

opWoa tllat tu plaa ....,, M .... ,,...to Yltlate tltMr 

the letter tr tM l)lrlt of Ullt 1tahtt. tMul, 1t wllU 

Ilea that tM lltlt ••ek etahtt 11 nn •re el~trlr boo 

applhult to tu 11taUn t11aa the Wala-Rialer .let, 

wlllth,.., DtJ&PtMat Ma l'r114J PlllM .... •t pNhUU 

our plaa. 

111 or4tr tut aar p~11n1e toubtt of nplo1fPI •1 

bt 41ap~U.., u1 tilt beuvJ a, tfftoUnlJ JI'IUtl 

• 
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t. p t 1\1 plaa la\e •U..U. .,. .. u., I MMl• peatq 

'""'1&'- a lettu tna ,.., a1• ...u M _.. ~lle, 

l.UoaUJtC tMt MM et \be t\e\dee tala I haw ntornl 

to lbo1ll4 M , ... tnet to JI'0~11U U.. tperaUta If \be 

plaa. 

fbi wlua\UT pe7ftll alle\Mat plaa trlll prew a 

nrt tffMU'ft •au If ~lac tM ale of O.fiUI 

StT1Acl ...... I •II M\ t.U JOU M. ... )17 lahreetel 

I • 1a tk11 'ftP7 laflr\aat ,_.. tf tu AlfiUI fl"lpu. 

I a. that ~· lhal'l ., la\lne\, aaA I w1ah, \barefore, 

to oqn•• u.. lleJI that 1ft w1U cln \hi e •tt•• ~· 
pereoall a\teaUea u4 that I _, ~Mar t... rou oa 1\ 

w1tk1a tke Mat t• 4&71• 

, ... u .. •we-..... ,.. 

Tho llolllnlllt, 

!be s .. re\UT of L&Mr. 

SJS_alllfw 
l<VP/'U 

• 

~ 
Je Vl•a•• .,.,..., J ·.).;) 

t <·PI;_b 
ec. · ??/- CT 

• ... 

""' 
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Ottico ot tloo 
J.da1A1o tra tor 

II • S • DIP J.l.1llllft 01 I.t.ICil 

lap 11114 B<Nr Di'rio1• 

••111>1actoa 

lr. Qalo :J. :J ollllatoD 
11old Director 
Dot"'" SaYiJICo a tatt 
1J'Ditad ltatoo 'lrM111r7 Da~t 
laoiU.D.ctoa 1 D. C. 

Doar l r. :Jollllot...1 

296 

.lucuot 12, 194l 

ID accorda.llco with tho tolopboM c•TOraatioa bet•-

lr. lill ot tho Sollo1 tor' o ott1co ot tho Depar-t ot Labor 11114 
lr. O' l allq of tho tr .. .,...,. Dapartaat, I aa .rttiq 1010 1D r apr<l 

to tho propriot;}' UDder tho l air Labor ltllllllardo .t.ct of Mk1.llc da­

d~oaa tor dafoDoo ota.po 11114 boDda. 

It 1o .,.... op11l1oa thot ..Uro 1.11 o.ployor 1e diractad bJ a 

~olllDtary ••11-t or order of ltJ.o o.ployM wbJoct to tho act 
to P1:f a .,. t or tho boDit1t o! tho o.ployH to a cr..Utor, cloDoo, 
or other 1Ddopolldoat tltJ.rd part;y, dod1act1oo .rr- ncao ot tho act111l 

- oo paid 1o aot prob.1b1tad proTide<! thot Doithor tb.o o.plo;yor DOr 
Oll;f porooD actiDC 1D ltJ.o babalt diroc~ or 1Dd1rectl;y cloriTOo 0111 

beDotU or protit !1'0a tho t.ru.ct1ca. lD woh caoo pa;yiiiDt to tho 
i.lldepaecloat tltJ.rd per- tor t.M bout1 t 11114 cr..Ut ot tho o.ployoa 

oUl be c•oidored aquJ:nloat tor tho JIOII'POH ot tho Pair Labor 

St&Ddardt .let to pa;yiiiDt to tho a.ployH • 

S1Doo clocluoUou tor clo!oaeo otaapa or boDdo !rca tho npo 
ot tho ei!Plo711 ci.IIDOt 1D~ ... 11111 direct or 1Dd1roct protit to tb.o 
.-ployor, n bol.U .. o thot OI&Ch cloc!Dcticaa oro proper pr~1clocl thot 

tho 1Dci1Ti411&1 a.ployH ~ ... tari.l7 c-tl to ncb doci'ICtJ.••• 

Plooao do DOt b.otitato to call upoa 111 apiD 1.! thoro 1e 

0111 turthar 1Dtorut1oD ;you d.,ire 1D thlt Mttor. 

81Dcarol<r ;y<Nro, 

(II~) l ltJ.Up 8. Plea1q 

PhWp 8. l loa1.DC 
.lcm1.1liotrator 

• 
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DEP.llttiiiiT or L.U!OII 

DIVISlOI Or PUBLIC COITRACTS 

IA.SIIIJICTOI 

£ucu•t 13, 1941 

lr. Calo r. Jolmaton 
Field Dir.ctor 
Dot••• llarlJica 8Wt 
o. s. Treaeul'7 DopartMDt 
l aehlncton, D. C. 

Dear l r. JohDatol>o 

In re~ refer to 

roi!Jbld 

Thia rlll cOiltira tile Woraation &i•ea nrball,y 
to a -ber of )'OW' aWr by l r . llaal.u or tile legal al.aff 
ot thia ottice to ~ effect lbat aoction l(b) ot tile 

l aloh..IJealey Pl&bllc Cootracta £ct dou not prohibit &D 

.-;>107er eubjeet to lbat £ct &114 a •••••• • &• doteraina­
tion UDder it tr .. ~ tr .. - to 4110 to 8D •pl.07ae 

aa wacoa 111a1 tor ~ purcbaao ot Dotenae Sa~a S~pa 

and bondo, pro'1'14.cl lbat eerteiD cnn41t1ono are Mt. 

Pe;rMDt• lor .-piOJ MI lor tllo purpoaoa ataud 

are 110t cone14ore4 deduction• prohibit.cl by ~ £ct, 
prortde4 tile • pl.O)'oo attoct.cl autlloriaee, 1D tt1t1ns, 

bia .-piO)'er to ~ tor IIUCll pw-cbaau, &114 provid.cl 
tur~r ~t t.ho autlloriaatioD M1 be witlldran by tile 

.-;>lOTH at ~ t ine. 

Vo1'7 ~ your a, 

(Sicn.cl) L. l otcalta lalliDC 

£da1Diatrator 

' Regraded Unclassified
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ASSISTANT SECRETARY OF THE TREASURY 

October 3, 1941. 

llemorandum 

I 

TO: Secretary Worgenthau 
FR<l4: Mr. Gaston 

We have had to transfer two men out 
of our Defense personnel investigative staff 
for making statements contrary to Adminis­
tration policy. The first such ease was that 
of Roswell J. Russell, an employee of the 
Alcohol Tax u~~He was the man who inter­
viewed Henry Parnter , formerly of P.M. , who 
wrote a per sonal le t ter to you about the 
matter. 

We have just acted thi s week in the 
case of Roy V. Fox of the Customs Agency Ser­
vice , fol'lllerly a- Treasury representative in 
F·~lin. Both of these men volunteered to 
, .1didates under examination statements nry 
much along the line of the speeches of 
Lindbergh, iheeler and Nye. Fox denied ll&king 
the statements , but ae find that he made 
similar statements in discussions with fellow 
investigators and do not believe his denial. 
The original report on which we acted in his 
case came to me from David Cushman Coyle. 

/ 

7 -

• 

.-. 
'- • 
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TREASURY DEPARTMENT 

INTER Ofl"'CE COMMUNICATION 

•"><) ll ..... 07 

DATI October 3, 1341 

to Ferdinand Kuhn, Jr. 

••o" Alan Barth 

~ 

EDITORIAL OPINION 
ON FOREIGN li'FURS: 
RESPONSE TO THE PRESIDENT 

Following the lead of the influential metropolitan papere , 

the press as a whole has now i ndicated a preference for repeal , 

ra ther than mere modification, of the Neutrality Law. It seeke 

a final and definitive test on the direction~of foreign policy. 

"It is the Lease- Lend Aot, not the Neutrality Act, " says 

!be St. Louis Post-Dispatch, "that represents today's nat ional 

policy . 7illerever they conflict , it is inevitable that the 

Neutrality Act will give way." This observation, f r om a l eading 

~idwestern newspaper which vehemently opposed enactment of the 

Lease-Lend Act, affords a striking example of the reorientation 

of editorial thinking which baa taken place throughout the country. 

The St . Paul Pioneer Press, also formerly isolationist, reasons: 

"'!'he Neutrality J.ct has gone to pieces under the preuure of the 

realities of war because it was based on a superficial analysis 

of America ' s position in the world. Alaerica has not been able to 

i6nore the war by looking the other way • • 

• 
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Inn~rable editorials recite the contention that the 

Act has proTed to be ineffectual and out.oded. But to man, 

commentators, the simple erasure of its inhibitions does not 

seem to be sufficient; ther consider it eymbolic, and desire 

300 

its complete repeal as a means of restating the iaericah posi­

tion. The Detroit News giTes a repreeentatiTe expression of 

this point of Tiew: •It is true no atteapt to repeal the 

Neutrality i ot is apt to succeed without opposition. But the 

subject of debate will not be the law•e aubatance, now Talue­

less. It will be the law as a STabol of iaerioan hope regarding 

the war. ind that, again, is no longer a hope of keeping out 

but only ot keeping as far out as possible, while still winning 

the Tictory which Tirtually all .Alllerioane now accept as neces­

sary to national welfare and safety. • 

Authorisation to ara merchant ships, eTen the lifting of 

restrictions against the .oTeaent of American Teasels into 

belligerent &ones, does not satist.y these critics. Soae o! 

thea acknowledge that these things could be done by ExecutiTe 

order without recourse to Congress. But they are inclined to 

Tiew as thinly legalistic such rulings as that recently ren­

dered by Attorney General Biddle. They want an unqualified 

deaonstration that the course pursued by the Administration 
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in fore ign affairs commands the full support of Congress and 

the country. Such a demonstration, they believe, will have 

a profound moral effect, both at home and abroad . 

'!'rend -
A 1iallup Poll taken last April disclosed that only 30 

percent of the people responded affirmatively to the question: 

"Do you think American merchant ships with American crews 

should be used to carry war materials to Britain~" Sixty-one 

percent recorded opposition; nine percent were in the no 

opinion column. The results published October 1 in response 

to a similar question revealed 46 percent voting Yes, 40 

percent voting No and 14 percent expressing no opinion. 

It should be noted that this division of opinion is in 

respect to a subject which is still in the area of discussion 

and on which the President has , as yet, recommended no specific 

ac tion. It is to concrete executive action that the public 

responds . For example , Y:hen Gallup asked recently, "In general, 

do you approve or disapprove of having the United States shoot 

at German submarines or warships on sight?" 62 percent approved, 

2S percent disapproved and ten percent remained undecided. 

The bulk of the American public has confidence in Pres ident 

~oosevelt•s leadership. It is prepared to endorse hia acts • 

• 
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But this doee not aean that it will propel hi.Jl toward 

measures which are proposed by subsidiary leaders and 
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on which he himself remains uncommitted. The determining 

factor in the crystallization of public opinion is the 

President's own unequivocally expressed at titude and action. 

The Gallup Poll figures, t aken in conjunction with 

these studies of newspaper editorials , ahow clearly that 

popular opinion and editorial opinion alike are moving in 

a swift current toward more forceful American intervention. 

Editorial thinking has been somewhat in advance of popular 

thinking. But the consistency with which the public, as 

reflected in Gallup Polls, has taken up the positions advo­

cated by the press indicates an unmietakable t r end. The 

inference seems warranted that the people, as well as the 

newspapers , will overwhelmingly suppor t neutrality repeal 

provided the demand for repeal comes f rom W:r. Roosevelt. 

Comrades 

All newspapers available at this da te have been unanimous 

in decrying the President ' s reference to Article 124 of the 

Soviet Constitution. In current newspaper usage, the t erm 

"Communist" has significance only as an epithet; it i s em­

ployed commonly as a synonym for "anti-Christ . w As the label 

-
• 

• 
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tor a political and social philoaophJ, 

Tir tually devoid of meaning. 
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the word has becou 

Voat editorial commentators are quite ready on the simple 

basis of expediency to give aid to the Red 1~ in ita resist-

ance to the Nazis . They are convinoed that &QY further jus­

tification of the policy is needless and even injurious. The 

general sentiment on this score is pithily stated in a Scripps­

Howard editorial: •Let' s not pretend that there is aQYthing 

sweet - smelling about the commies. Gin thea guns, tanks, 

planes -- but keep on saying: ' Don't call ae brother. •• The 

preae resolutely refuses to allow i ta disillusions about 

Russia to be shattered. 
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••oM !lerbert Merillat 

PRESS COJ.!MENT GN 
PROFITS AN\l PRICES 

Not knowing how seriously to take Secretary Morgenthau•s 

proposal of a 6 percent profit-limit , editorial writers in one 

breath bave discounted the possibility of ita being enacted and 

in the next -- as if to take no chances -- have criticized it 

roundly. The only endorsements yet noted have come from the 

l iberal weeklies -- the New Republic and the Nation. This is 

in contrast to t he cool att itude of the liberal press to most 

of the Secretary ' s proposals. 

'l'he Secretary's proposal before the House Banking Committee 

tas been variously interpreted as an impulsive remark, as a move 

to soften up the business conmnmity to accept the Treasury's 

ori&inal excess profits tax, or as a seriously intended legisla­

ti•te recommendation. 

Whatever thei r speculations on this point, most commentators 

have pooh-poohed the idea that the proposal will be seriously 

considered by Congress . These gestur es of dismissal are belied, 

however, by the unusually full reports of criticism of the plan 
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and the volume of editorial denunciation. For example , the 

New York Times has attacked the profit-limit plan not only 

once, but three times within a week. So baa the New York 

Journal of Commerce. 
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From coast to coast, news reports have played up the 

criticism by Congressional and Administrat ion leaders. The 

Nation suggests that • the ill-concealed anxie ty shown by con­

servative papers in denouncing the proposed levy revealed 

a defensive att itude. For though they would be the l ast to 

admit it, 1'/all Street spoke=en are fully aware that business 

got off extraordinarily lightly in the tax bill just passed." 

Al though the overwhe~ing majority of press comment has 

been bitterly critical of the profit-limit proposal, there have 

been some concessions t hat the plan baa merit. Several papers, 

including one of the Frank Gannett chain, have remarked that 

the proposal is not so drastic as it might appear to be on 

first sight. Others, while not endor sing the plan, have taken 

the occasion to call for a much more drastic excess profits tax 

than that now on the books . Some conservative papers , as well 

as the New Republic, have pointed out that a 6 percent return 

on investment ia high for many industries. 

• 

. 
• 
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idveree criticism has continued along the lines indicated 

in last week' e report: 

(1) 

(2) 

(3) 

The pro~osed tax cannot properly be called an •excess 
prof!ts ta~ to take the profit out of war. It would 
tax normal earnings as well as earnings attributable 
to the defense effort. 

The tax would destroy the profit motive and end private 
enterprise. 

The tax woul d be partioularly ruinous to amall businesses 
whioh operate on a small investment. 

(4) I t would stimulate, rather than check, inflation because 
it would encourage extravagant expenditures by corpo­
rations. 

Yid-Weatern and Southern Coii!Dient on Price Control - ---
The Eastern metropolitan papers were at first practically 

al one in showi ng alarm at the prospeot of inflat ion and interest 

in an anti- inflation program. There are signs that in recent 

weeks the indifference of the press in other parts of the country 

has been shaken. Taking heed of the warnings of Secretary 

~orgenthau, Vr. Baruch, Ur. Henderson, and ~. Eccles, the press 

in the Middle ~est and South is paying much more attention to 

the danger of i nflation. Increasing food prices have served to 

point up the threat in a vivid way. 

There persists, however, an uneasiness among press commen­

tators in farming regions -- a feeling that the farmer must be 

• 

• 
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on guard against unfair treatment under the price-control 

bill. The omission of wage-controls ia a sore point. con­

cerning Secretary Morgenthau•s comments on wages before the 

Banking Committee, the Council Bluffs (Iowa) Nonpareil said 

bi tterly: "The prices of farm products are the farmer ' s wages . 

They haven't been very good wages during the last ~0 years. 

Now, when there is a chance for the farmer to get better wages 

(prices !or his products) Mr. Morgenthau objects. The farmers 

can become peasants !or all he caree.• 

Social Security Expansion 

Early comment on the President's outline of an expanded 

social securi ty program baa been silllilar to that which followed 

Secretary Morgenthau•s proposal of an increase in social security 

taxes. The press opposes the use of the social security system 

to finance emergency spending. Increased coverage and contri­

butions, it says, should be considered only from the viewpoint of 

desirable improvements in that system. Opposition also is based 

on the ground that increased social secur i ty taxes would hi t 

employers as well as employes and would add an intolerable tax 

burden to an already heavy one on corporations • 

• 

. 
• 

' 
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I -
One of tb heev t.eet veek:e in "comment mall" that we M.ve 

,.ver t'.ad followed the Secretary ' I li111tatlon of prof1t1 teatliDOny 
and preat conference. It VAt unnecettAry t c abatract ~ll t.h~ 
letter• bec8ute t hey fell into certain definite claaaitleatlon~ . 
Howt vc r, it wea an unusually intel l igent croup or letter•. wltb 
u n,y lntereatln&: tide-light& on A~~er1can buaineaa. msny fe.cu. and 
ftcure•. •• vell at cocnente end other ~aterlal . Acknovle~renta 
Lave cleAred through Mr. KulL~ 1 • office, ~nd be baa b'en keot tn­
: ' r~d of the •ore tEport&nt co=e-~cka or one t ort end enOtter. 

I 

Atlde from thote abatrscted here, there b&ve been between 300 
J~:nd 400 return• on the statement. The proportion h 100 un!e.Yo rablro 
t o 29 te•or~ble . T~ outatandin& prote t t it AC&inat ~~~ blov to sver•ge 
bus tnel t {lr~t jutt a& they a.re getting their heads ~bove water. 
Th•r e it alt o s very l~r&e proportion or er1t1eiam of the Admlnlft~ ­
t 1on• t labor policy , of Administration ~pending , and of the penBl tles 
put upon the tmsll ttoekholder end • Yhite collar" clast of 1nvettor. 

Trftvell in& fer behind tho 6~ lettert ere the comr.ent s on tr.e 
Bor t on apeeeh. Aa this hfla been reprint ed and elrcularhed, tt 11 
coclng in tntercingled Vtth Bond lettere. On the vhole, the co~~~nt s 
on thia apeeeh are favorable ln the ra tio ot ebout 8 pratsi~g it to 3 
c:lt1c1a1ng it . The aa..me cotr:plaiots, howeYer, appea r in thete !.e u.e ra 
in rey~rd to Union labor , the need for Govt rnzent econoty, etc. 

T~~ re hat been an lncreate in the anonr=out abutl•e cell , end 
cur toutly, core of these are eosin& in al«n•d, alto. Tt~re are 11 
coDCUD1cat1ona abueing tbe Secretary, anonycout, t o 4 algned ; 
10 abutin& the Pret14ont to 1 s!gne4; ond 5 •lolent l y abusive of all 
r.A~bera of the Admin1atrat1on, s lcne4, to 5 ~nonyxoua . 

No h@lp to Great Britain outnumber• no help to Russi• by 8 t o 3. 

There ere only tvo letter• eo~~enti~ on the Lt ndbe rgh stete~ent 
1 pr o and 1 ftnt1. 

• 

/ 
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Eeary Gentner. Jr., (General Mercbandl ••), 7&-.hll Q&ton, Iowa. You no 

doubt will bo Clod t o loam tb.at 107 CMitOMOro are tW'1liiiC dOW11 hiCh 
priced eerchan41ee - · they aa,, keep your coodt, no reaaon for the• 
being oo bich. I vao in Xookuk, Iowa, yootorday and talked wit h ooDO 

3:i.O 

of tbo merchanto I lmov and thoy told •e tho oa.e t hiiiC woo hoppeniac 
to t.he.a - - eoae of the euato•era reall7 a'b\u;e4 tbe c l arke:. 4fhla no 

d.oubt vlll tt.lp to bold clown lntlatlon.. • • • 1 ne:Ye r bear a cood wort 

tor Lln4berch· Our famll:r nov bnl41 oo• $41 ,000 in U. S. Go•ornaont 
Bond• and we ba•• the ut•oet taltb ln our countr.y. 

Albert C. Lord, inclovood, I. J. I wloh, In a ll elncorlty, that :rou 
vov14 expl a in bow you can expect to .alnta ia your reputation at an 
boaeat .an vlth atate .. nta l i ke tbat vhen l t 11 obTloua that •thla 

Adalnlatratlon• l a not only oot dola& •••rJthiac pot t lble to preYent 

lntlot lon , but i o act lYol:r pro .. tinc Inflation b:r (l) ro!Uoinc to aako 
an:r ouboton\lol cut ill exponooo , (2) raiolnc food pr lcoo on4 clothinco 
coeto by Ito far. leciolatlon, and (3) continuinc o l abor policy wnlch 
not only io raioinc cooto onormouoly but lo lntorforrlnc with tho effort 
tho country II u.ldnc to ro ... n> !tool! and to produce coodo at top opoed 
to meet itt own, and other ·• , needa .. 

1 • .t.. leek, V. fan>inctoa, Ohio. In -q opinion a blc • JorH:r or tho 
peopl e are back of TOU ln your e.-pat«n f or the pre•ent of further tc~ 

flation. loop up tbn cood work. 

fbomao B. Shepard, Booton, Maoo. Inflation poooibly can bo proYented, 
oltbough I aa not oo aboolutoly ouro of thot, and ohould bo pre•onted 
if I t lo poooiblo, without doinc a croat deal of 4a&ace in proYent lnc 
h . • • • It ve are g oluc to keep d.ov·a lnllat.lon, Union labor la eoee­

t blng tb.at b.al cot to bo otroncl7 handled. Vo Jude• JOU roalhe t hi l 
(roa 70ur tpetcb. AI far 81 1 baYI 1110 1 tbe &ctlona O! the GoYt ru.ent 

ba•o done aothinc to control all kind• or unroaoonablo ond porhopo lllocal 
ttrlkea, or alaoat nothtnc. The7 ba•t ln a few ca••• atlttd planta; the 
ownero of the plant don't know what i• soinc to happen to them, and or 
cour·ae that •etbod. a l one l a alcpl7 cotn.c to •ke ovnert t17 their le•e l 

beat t o &«r•• v lth labor and paaa on \ba reeulta to the conauaer, vbethlr 

lt lt the Go• trn.ent or vhoe•er lt t a. At 7our influence i t •ery great. 
1 hope you will gt•e due contlderatton to t blae • arloue pointe 1 ~·• 

broucht up. 

Loui e G. Loeb, Counaellor at Lav. Boeton, Mtaa. I baTt read a copy of 
your addrooo before tbo .t.dYort ioinc Club of Jootoa on Stpt. 9th. It l o 
10 clear and. f"ull of .eat t o tbe aT·era,. MA tbat I coneld.er l t quite a 

publie oer.ice to tho nation to b&Yo the l nflationorr throat oo cloorlJ 
prooontod . Ma7 I thank you ao a oi.plo cltioon of thlo country for tho 

u nlc:e 7ou UYt rend.ere4. 
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1ran1t Jvoort, leont~.,., Pol1o~r1oaa ... i u oo•a'o .t.ooociatloa 
Chlcaco. Ill. Tov ...... II Oil latlaUoa ncoau, 4.ol1ni'K 'Nforo • 
lbe • • 'Nro of tbo .U.nnlltac Cl"R'b of Joo\oa ,., ouopUo~~&llr ln­
uroouoc. I ban oanf'Rllr roo4 1\ aa4 fna4 1\ '" 'be oo •Uallr 
1q onut tbat I truolatM tloo co.,loto a44n oo bto Polioll .,.. 
pybllollod 1\ 1a a Co•orcla l Ccl- of t llo Pollllo llo.llr Zp4&, tllonllr 
..rclac tllo na4oro to oooporoto ~rl\11 tllo .t.4alnlltrot101l la ollootioc 
llo!laUoa. 

! . T. !bo.,oon, Bodo, Iova. 
oo 1111ch tbot I vould lito to 
!rlondo. Your ldoa lo r lcbt 

Tour paopblot on Inflation ioprooood .. 
bave 50 of tbea to dlolrll~Yio uooc ~ 
Oil thlo ~u.otion. 

Gordon a. J. Clark, Wheaton Colloco, Wheaton, Ill. I t voo v i t h pleaouro 
tloot I road rour opooch of Sopteaber 9th, ncol•od r oo torda7. It l o tho 
e3neat tbiQC J baYe r•cent ly aeen tro• bJa\erleal VathiDCton. Tour 
od• lcl on cutUac dovn WllliJCOO&al7 Oo'rornMntal e:rpen41turoo I boarUlr 
opprou. tho n to of tllo bl~ blU, bovonr, 1o bordlr o•ldenco tbat 
eeono111 11 reall7 4ee1re4. • • • In eo tar •• 70u baYI tried to epeak 
ooYild oono1, I co-nd rou heartllr. ~t vbat 11 tbo uoo of~"' 
Bon4o vllon n1.,.thlac 1o colac to •••b OJI)'hovT 

J. J. Krouoo, Prooidont, P. Xrouoo , Inc., La!07ott1, La. (Joveloro) 
May I toke a fov ooeondo or your Uao to toll you that I ban road tbo 
paophlet , "A llpoecb. ond a P ledco" . More th>el7 ond W>dorot~blO 
liloroturo boo not been cotton up. I cort~lnl7 hope tbot thlo paarblet 
colo Into t he hondo of ailliono. Vltb olncoro beot viobeo !or a contlnu­
lac of your oarnoot offorto . 

• 
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Jo••1h I. Connor, Baltlaore , M4. I aa of tho fifth conerotlon of~ 
roallr ll•lnc Ia Baltlaore, a retired Pollee Sorcoant , ace 64. 1 latoad 
t o keo1 on bUJlnc at loaot a $50 Bond aontbly. Dafonoo Bon4o and 
Stscp• are a, !lret topic of con•ereation wltb friend• and relatl•ee. 
1 koe1 telllnc the• Uncle s .. lo tho oafoot bank In tho vorld, and that 
•••rr f .. ll7 Ia tho land thould hold up tho Prooldont'o hondo In tblo 
time of etreea an4 •••rcencr b7 lnYeetlnc in either of them. 

John B. lroet, Aetorla, L. I . , lev York. Peralt •• to &44 ~ , .. 11 Tol ce 
to the Ml\7 vbo wet ezpreea their appreciation of the •neloua pro&ra.. 
which our Gourru.oDt bu preoeated to Ito people durlnc thla oumur. 1'ha 
f lao prooontatlon of American blgb-llghto an4 otlrrlnc ~•leal appeal 
eertalel7 brla,;e boM the pr1Tllece that le oura, lu cal ll"QA: ouraeh·ea 
.Amertca.n. 

Charlee I. Brtuce. VbJttler, Caltt. Row can 70~ accept tbe aa•la&• ot 
hard-orld~>e aJI4 tbrlttr people vbo are \J71DC t o ll:oop off public rollof 
(aad t ho children' o poDDiot) In exchaJ14:o for Datonao Stonpo ed Bon4o 
when you II:Dow that v ltb Mr. Roooo•olt 1 o vlld o~uandorlas and unoound 
aot hodo tbooo bondo vlll bardlr bo vortb tho vaoto pepor thor are vrltton 
oo, In bU¥1nc povor at .. turlt7. 

L, R. ford, Mer. Sargeant , Malo & Co., (Momboro Jov York Stock ExcbODge), 
Boul der, Colo. I did •my bit" on the !!rot day tho Dofonoo Bonde voro 
offered. Wov, 1! at a member ot tbe comelttee, compr1t1n& fourteen, you 
and Mr. Byrd, who ••••• to be the •ott interetttd ln reducing non-detente 
orponooa, vl ll too to it that a couple ot bllllono are lopped oft In tbl t 
ret pect, you vlll haTe _,further tbankt end of courtt tbe tbank• ot 
mi l liont ot otbera. I baTe yet to tee any refert nct either by you. by 
Mr. Henderaoo or by &AfODe elte, pro•inent or otbervite. in the Adalo1a­
trat1oo . ·~attn& that a ceiliDg on vace• it Juat aa ettentlal at a 
ceil i n& on co..o4_1t1et. beeauae notbia&: 11 produced. tn uaa'ble tb&pe into 
vbich vactt are not inJected. lor baTt 1 beard ooe t1n«l • ezpre aston 
agalnot tho tbouaan4o of otriket that aro latorforrlas v ltb detente 
projocu. 

Mu. Audrey Mitcb•ll Pta.katon. P'roeureaeot DiT., Treaaury Dept .• Atlanta, 
Ga. I ba•o pledged vltb _,eel! to purcbaao one $18. 76 Bond each month, 
and moro It potolble. I do not need a BIMIKDIR, Juot tbo 15th on tbe 
calon4ar and my oalarr cbocl<, nd the flrot latlonal Bank .017 cracloutl7 
l oaueo my Bond, So lone at ~ Job and heal th vl ll loot, I ohol l continuo 
to do ~ little bit tor~ countrz. Mar I toke thlt opportunlt7 to con­
crotulato you o.nd 7our ototf tor tho oplondld vork you are dolnc • 

• 

• 
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O.orp W.Ue, ~ ..... Ill. 1\ ·Ia• Mea IIIJ •at- pl.eanre h lto\ta 

\o \lao AMrl- DeftUI he- enr llUI \"-7 "" •rlcl•tM 'F pa. 

floor an ut ealT \ulllllll ... ,.,rleUo, n\ to \lie J•" tiler "" 1 .. 
tnAH h ... Jleweftr, la ,.nn,t., AMrleaa life, u rn .. 011 all 

;rovr pre,....., 1ft loan -er ret W aa trtcl,pl AMrlw •• o• af 
;rovr pre,..... flllo ... , lit aa nenJ.cll\ for tllen an -.., ft.. 1tUu 

nalUII •a, Uo\tro, l.tw;ren, ... real arUeh, uA U h Mrtl;r a 

roaeoUoa oa WIT pen \loa\ tlt.e AMrl- h4laao 1 ncor4 1a tiMe of nr 

coutrr1 1 ''"", ..... lleta, 1a ov UM, al""'' for tilt O..enaat, 
wHl,.rCl\ ur 111 .. or .... 1Uoa ... tile\ nprtllataUoa 11 rovr pe\rloUo 

prcpM ... ..u .... la ""' ...... . 

J. 1'. llal•r, DetnU, Mloll., \ t llo of OYe~pvolall of hrloo S Joa4o , 

oa llult0o .,,,lot. 117 'lltt., 11hlato ... t la tile llult, .,. pvrollaeet b 

IXCIII Of O'V $11,000 M\Vl\J Tal'M, Wo MYI 1\ar\14 a lllll llrlll Of 

corre~pea .. aoo llaco hlr t\b lleok aa4 fonb vUb rour De,an•at, trr­

lDC to cet tba pn\1 .. ln-' cnat. !ba oorrtlpt,.IDOI h la,...... De­

ptr\llla\1 1 fll• fUII.-UID ritb a Mr. M. ¥11117, Cblef of tile DlYhloa 

of Louo .,. Oarrellll)'. 1 de act - -tiler tblo orpaloaUoa h 

oadoa•orllll to otan a l etter vrttllll coateot or aot, nt lf tbl;r an, 
tbo;r eunl;r vlll vla for tbo;r ba.,. 110rt faclltUu to vrlte letten 

tbu I loaYI . We loa.,. $1 ,0110 1a uceu of tilt allot•at of hrill •·· 

It •o• 1111ter 11114 ta til& frtaovr rill tell u vloat to de vttb tbh -
lltllar oaob 1\ la or trutfer U to Iento 1' Joal.o, .,. wout appreoia\1 

it. Wboa ro• loa.,. o\rlllptlaM \bh o11t tor u, we rill ... pltaoM, 1a 

our ••11 war, to ll&b &U1Uooal pvoii&IIO of lorill 1' Jo••·" 

lora C. O' Cou.ell, lr&okforl, 17. llaJ 1 tbul< ;roa tor ;rov loUor of 

Sept. 10\b ( re ..,.,. pvroba111). M;r ••tal re~pea•• wao oo taotu\&JitOU, 

&ad oo detlllltllr pl .. aut, ta wbat I ooDOihM to lit ;rov pupoOI ta 

vrlUac tloat 1 ba.,. felt U IO!Pt ... Yal'lla"l• t• J011 \o - tile naotha 
ot till Jolla llo11 ct AMrioa (ao npre01atM \;r •>· !ban wu aa 1-iato 

wara craUhd.e, ud a oathf)'tac '"'"' ot tbl wonbowbllaaou ot till ollall 
aoortftc11 I wao •lr:illl to nr IIOD\lllr a l)ofaa" Jodi tor, to \boll of 'Ill 

b tbl aa1arr \raokat bto wblob I fl t, H J.& aaooooarr U cat 011\ llal t1 

a tw tbl.,. wbloll .,. taU ooatrlntM to ov pl...,.... , nt wbloll "' aow 

ttal. ,. ... cet alllll witbO'IIt 11'111t• ,.ll. 

'l'lloMo Grallall !ba :laalooro Joll4 Oo., Lcnat ... Ulo, 17• I ban read. vltb a 

II"Oat deal of' lateno\ tblt opetcb wbloll ;rou oeat • oa till •npt Acatut 

IatlaUoa• . I ban aloo na4 ;rovr otateMat b till ptplr ta4&r at tile 

Price .... n.,, ritb vblob, 1a till IIIla, I Ill"'• 1 ban ...,.atMl;r vrlttea 

oo• of ,...... aollotaato n.-r'lDI ._..uoao oa till oalo of Detaua Joa4o , 

aa4 leaator ..-11:111 ... oo• of our otbar npro11ataUno ban t&UoM ritb 
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10ur •••lttantt for ••· 1 belleTe it la Jut\ a 1 l~ortant for the 
freat UT7 Depart .. nt to keep a n open a1D4 to ~attlona of the citi•ent 
or the country, •• it i a for the cltizana t o ble4 tba apl endid adTiea 
vhlch you peraonally baTe &iTen fro• time to time for the velfare of the 
country •• a vholo. I t hi ak tho Dofonoo Bond o1t uot1on could be ••rJ 
m•torloll7 bolped and expedited, and I ba•• tr1o4 to &ot an opportunlt 7 
to see rou about lt, but ao far , I have aotteD no vbere vith anT of your 
aulttAnt t. 

Horry Dor""'n• Kni&bt Pacld~ Co •• Portland, Ore. Duri~ the laot wn 1 
ae rved =¥ country in ita armed !orcea. 1 nov have ~ ton in the Ar~. 
1 em a member ot the local •nerenee Bond• coa=lttee. and chalr~n of a 
loc~l 4ref t board. I don 't think that S1 lo• e or countr y can be 
ouett toned. I pled,ge you, and I a:ean 1t, tl'at it thh country needa sny­
thin& ond all I haTe, dovn to~ loot pair of oocko. l t v ill be gi• eo 
fretly ~n4 v ltbout regret . • • • I have ne•er before vrltten such a 
lette r t o a public official, but auch a propoeal ae you have sdvsneed • 
h8t already etopped one veey loyal , fine AJMr lcan clt.hen of CIY acquain-
tance !ro• ln•eet1ng hh \i_fe ' a &&vingt io. a really constructive enter-
prhe vhere all he expected wat to be s'ble t o Mve the principal vhen 
tbe boom ' t end cam~. He does not tee bov be vill have that under your 
pro&ru. 

Fay 0. Sehr~&gat, Lakewood. N. J. Laot week m¥ huoband took our little 
•on to the Pott Office vltb $8 In cl"e~e to buy Detenoe St&I!:P•· They 
refuoed to accept tho money until it woo convert ed a t the bonk into blllo. '\ 
Ye have bee n 'buying one bond a mo~th, end it t eem• ~o =e thAt anr American 
money thould 'be acceptable v i tbout any inconvenl~nee to the buyer . 

Edna Hood Littak. N. T. C. Such a letter. e t eucha ti&e, ie moat 
~ratlfylns , ~od onlr addt to pralae I have oecaeion to give to the 
Treaeury Department frequently. s,ad eapecia lly to friend a not aeein,; 
eye to eye v ith the Adatnlatretion J (Tell a o r incoee tU ea se . } • • • 
Anztouo to ba aboolutoly right in the ~tter - loft& before t.x ti~• -
I vrote the proper authority ln your Dept., end 1 vaa acazed at the 
courteey tbovo. Several letter• aent Ee - until the !inal deci sion -
\o l e t :e Know 1 vaa not ove r looked. Al eo aeveral tlaea - other than 
thh , vben uncertain ebo\lt. item• in my tneome tu (I" very eull one t ) 
1 nave &one to your o!fl c iala and had them a~ralsbtened out ao effieientl y 
and courteousl~. It a lway• &mezet me snd stvea ze &rest pleasure. • • • 
My tncor.e hat auddenly been cut, nesrl)• in hAlf. Tha b ig texea you &re 
put~1n on everything I need , and tbe au. that. mutt be put avay for next 
MAr<:h •a ts.x. M.t made me ir..mediately have t o drop out all but the abeolute 
neceui t leo of living I 

B~t ll N. 3atl , N. Y. c. Wheneve r the queat1on of the inve•tment of fundt 
cocea up 1n ~ re lation• vith clientt, or wrAn ectinc in a fiduciary 
capacity. I urge and oball continue to urge that ouch tundt be ioveote4 
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!1> S&YlDC• Boa4o. I , ... uT .uin U•• •uu 1a which 70U ""' 
Jll&ciDC tbooo oocnariUoo 'Mton tbo plll>llo u4 tool tllat ,. an 
fortWI&\0 Ia bartac tbo !heal attalro ot tbo O.Wo,...at oo o111PlT 
a~~d f,.llkl7 41ocuo..t l>7 tbo horotarr of tbo trooourr. ltuch aa 
opJiro&ob 1ll1plroo pllltl1c aolllf14noo &114 I, tor 0111, th111k tllat ,... 
oro 41oollarc1DC a et.,.a4ou taok I a n a4Joirol>lo aa4 ottlolnt 
.. DDII'• 

Dr. Bru.ot laov, Maaob .. tor, 1. 1. I k1lov rou clllo't &ITo a 4aaa tor 
ybot I tblllk, nol)lt tllat ~l>o th.,, aro alllloao aero AMri-
YhO tblllk ao I do. Laot aontb, Dl"inot 11117 l>oUor J...,..at, I l>o'QCbt ooao 
of rour Joa4o, .... lf tbo 11011117 woro l>oiDC ua..t to 4ofoat llltlor, I 
!Dto~>414 to bolT -· ht llltlor &114 tbo war are aorolT w1D4ov-4rooolac 
for ..... l>oown..,hc .... l>lcPr ...,.. to alter .......... ,,., tor c.I.O. 
Ull101>o - u4 I .. •t oaro to coatrlnte to tbo11. • • • I obould lib 
to bolp boa t llltar - nt I don't wa~~t t o ocntrll>uto to baat llltlor oa4 
boYI tbo 801117 uaet to l>1lU4 up a C.I.O. IIOIIOJ>OlT· It our Oo ... rDIIIDt 
vlll otop l>oiDC a nl>o141arr of tbo c.I.O. u4 will n:pact all cltholll -
vbotbor l>uu"'o - or c.I.O. - to ol>o7 tlla oaao lawo all4 bop tbolr 
con\racto with equal fal.,..oo, thoro will l>o no 4oul>t of tbo UDI\7 of 
tblo 110Uoa. Wo will contrlnto to tbo 4ofoat of Bit lor, but aot for 
doublo pa7 f or 11111ono all4 llalt P"7 for ln .. t oro. !btro 1o ao onoo Ia 
ChlDC 101107 to lnl114 oh1po all4 tbn bon tbo Gonraaoat let tbl C.I.O. 
rotu.oo to u ll tbooo oblpo. 
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eo.,,,, a 1M ~Hfttop h:oav 

G. t. Sturt, lxocnaUn Dirootor, Coatroctoro of 1Mr1co. B bao co• 

to tho a U oaUoa of U1o aoa'boro of thlo AoooclaUoa \bat tho !roaiV)' 

DopartMat lo opouorlac .., laoroaoo 1a tho Soolu kc:uri\r tuoo 1a 

or4or to rootra1a olYl ll&D opoD41DC powor to &Yo14 1aflat1oa. Wo 

4oo1ro to roclohr our protoot t o •"7 fUrther laoroaoo la Soo1u 

St cur1'l7 tax• • beca-ue of the ftr4tn euch 1D.Creatt would. place upoa 

tl>A M•'boro of our b4,..trr. hpoll tuoo art1 alro14J nrr hlch, U•• 
o10unt of vooklJ' 'boaofi\ ,.,..at lo coaoro,.., e4 tho 'boaofl\ porlod. 

lo outfloloatlJ loac. .&.11 oxaalllatloa of tl>A huco ourpluuo oahtlJIC 

In tho tund.o fro• tax oollootloao pa14 br o~lororo would. l•••• aothlac 

to bo 4oolro4 l a tho .,., of a44lUo118l !'WI4o. 

frod. A. Slao (L&VJ'or) , Iad.la~~~pollo, lad.. At tho proooat UM I u 

ti'71DC to ••••• acalnlt \be 4at' when rq 1neo•• tu report 11 clue. tor 

It 11 ~ 1atoat1oa, lf pooolblo, t o paJ' tho ont1ro tu for tbo roar 

vho• tho report lo f llo4. It would. . ... \0 - \hll voal4 ch• tho 

OoYorDMDt tho boaoflt of tbo oatlro uouat at t ho oarl 1oot pooolblo 

.o•ent. 
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B. t. B. Balup, II.., Bana, Cou. Whl.lo o,.'bol1o wl\ll rour ldoao of 
hoaYT tazatloa, 1 vlob to call pour a\toatloa to tho uaJuot llar4oh1p 
to 7our proffered 1111 to Halt d1Tl4oD4o to ~ oa l..,.ootod oapl\al. 
fbon .,..t 'be thouu4o of voMa vhooo •ocre llYlac topoad.o vpoa tlloo1r 
dlYldoD4o •• oao or ... tlloor of our tow ncoeootul oorporaUoao, I bow 
r ou do 110t waAt to orlpple \lloo .l!lll i.,..otor. 

IbiD Owno , Yonbln, II. Y. ( .... 'ber ~ ••• r. ) 1 .... a lWI.JI a4airo4 J01U 

o~roaob to all fiooal probloao, but ro= latoot auorUoD of a cnoral 
61> tu 1o too broa4. llo'bo4p W&Jlto to ..a a Diobl out of tbio war. Oa 
lhl CODirarp, would be clat to looe lbo 11\llo I baYo l oft to otop it. 
lui rq owa bu.oiaooo loot 80M7 for & roaro . Ba•o Juot tu.raod tho oorur 
lato black tbl o roar. You oeo all oaooo aro d1fforoDt. 

J. T. l oraan, Jr., Louit~llle, IT• I .. an lnttDtl eupporter of tba 
forolp pol1cr aa4 tba 4ofoaoo procraa of tho proont ~1alotraUoa. 
I acno wlth pou \bat norpoao not pi.J otlll hichlr tuoo tlaa tbooo 
DOW la offoct, aa4 \bat all poooiblo •aouroo to proYoat ia.llatlOil ..at 
hi taba. But I wao ohoob4 'beroa4 uproooioa whoD 7011, occvprtac tho 
poolUoa of Socrotarp of t he !roo11U7 of tho U. 1. of Ulrica, cool}J 
propooo4 tba\ tho Oonraaea\ oboul4 tab all oaraiaco OYor ~ oa 1anoto4 
copl\al. !bio io, of couroo, a coapla to •boac• ill our pbilooopbJ of 
tuatloD, u4 would coaplotolp kill all bu.obooo lacoatin for all of 
OUt 801\ IUCCIIItu.l bUiiDIIIII . !bll &4Y&D.CIMilt Of IU.C.b & tbe017 b7 a 
mon la rour pool\loa dooo aoro to taaaco our war ottort, to dlocouraco 
lnltlatlYo, and to dootro7 aatlo110l ualt7 tban all \llo ... 1 o,.,otbisoro 
coul4 ..,,r 4o. 

J. f7oo11 Wal\o, llorriotova, Pa. !be propoood aov law to Ualt corporate 
proflto to ~ Oa 1 .... oto4 capital, OJld MYOCOhd bJ 7011, CODCOrDO M OJld 
tbouaad.o of othoro aoot Yl\allJ. Wo wbo aro vboll7 or partlal}J dopaa4.-
1Dt upo:a t.acoM or t,aon•at 4er1Ye4 fro• Heurl\7 lD"f'tttM.ata -- vi'h 
ac&ropto lDCOMO udor 8?&0,00 Or $1,500,00, fool tho lllOOt-llt Of tbio 
propoood l aw would 'be a Mot oruol aa4 Wqui\ouo illqaioi Uoa. lD 110o\ 

caooo U would reduce tho alroa47 ohruba d1Yldn4 7leldo to ono-llalf or 
looo, • • • Vo are soalouo (I'• cor~a1n of -roolf) lD tbo ovpport of our 
GoYornMat , aa4 oopaclall 7 our Prooidont, lt .. otlac lto llurculeon taok 
ot dotoatlac Bltlor aa4 all ho otondo for, b7 aoooptlac ou.r proportloaa~o 
Oban Of a CiCODtlO tax lOYJ - bllt llOt OY81l \oloroJI~ Wlloro 0V nrp 
oxlotonco io neodloool7 aDd aloorab}J tbroatono4. 

Jtta M. ltaub, Saa Jranoloco, Coli!. WbJ eruolf7 tho 1 11\tl o peeplo' T 
It h about UM tbio ~daiahtraUon co•• tboa a break. It boo 'beoll 
onrlcbiac tho lobar loa4oro aad tboir c~oUo tolloworo. 

Ioa4oro lt1lt..A, Woo4oldo , L. I.,..., York. I ootbuiaotlcall7 eadoroo 
70ur propooal to put a Uai\ to pronto, aa4 putUac ao liait to waco•• 

• 

• 
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MaiOft B. ltarrtnc, Jr., IrwlnctoD-oo-Budeon. I. t. 1 wae ?lrJ tntereetet 
lo roadinc rour otatoMnt ot rootor41)'. I acroo that wo owe 0 debt ot 
1raUta4o to thooo who are oonine their countrT, but wh)' ohov.ld thar 
ool7 rocoi•o a dollar a 41)' whoa \ha OonrnMat ! holt 4011 onrrtb111C 
lo Ito power to crant a'bo"ti.M aa4 uoallo4 t or wacoo to tbo tla1on labor­

Inc MD who 1o 4o111C UlrTtbi-c 1a hio power to doac• tbe 4otnoo h­
urooh ot tbe coutrT an4 t o aobotaco our AMricaa p rocraa. • • • 
It II quito lfl40D\ that \be Oo•ornMa\ 1o afrai d ot tho labor ••to an4 
u pocto thooo who han bu1lt up tha 1a4utr1al produoHOD of tho countrT 
to ~ko a l l of the oacr1t1coo . It ••••• to .. at a tiM like thio 
oocrificoo obould be 'borao oquallr 'b7 o•orrono and that tho pri•il;cod 
•oUnc claoo11, -17 t ho Union l abo rer an4 tho tar..r, ohoul4 not be 
exempt. 

c. L, llatchfiold , !olodo, Obio , 
think that i o tbe •ol\ IODi ibll 
IDa lone u ... 

You urp 6'{. lialt on t1 1'111 prot i to, I 
thine \bet hao coM out ot Yaobinctoa 

J . !unt i -e, Brooklra, I, T, !be llilllou ot o•ll otoclchol4ero who ova 
tb1 11 corporation• ba'YI 1ueate4 tlwlr Ufe •••lace ; poor people 11ft .. : 
oacl hod little ratuno \bile tea roaro ot doproooioa. low vlth roaltr tax, 
1ndtrec't ta.z: , ealea tax, e tc., we are poorer tban •••r. You want ~ thai 
top. What about uot 

R. R. Muon, Clo•olan4 Hoichto, Ohio. 1 want to concratulato rou on tho 

• 

oton4 r ou hi•• taken, ao report ed in to4&7 '• prooo, rocar4iac taxtne of ~ 

corporation profi\1, Tho croat11t noo4 to4ar 11 110ralo, a will to 
oacr1t1co tor 4otonoo ot thio coun\rT and da110craor throuchout tbo world. 
An4 tho croa\11\ Ulpo41Mnt to aoun4 110ralo 1o tho auop1c1on on tho pa.rt 
ot tho co11110n ~oplo \bat larco proti to are 'bltne •4• out ot 4ofonll 
1n4ut\rT• • • • You ha•o a roopona1b1l1tr ot h1otor1c iepor\anco. 

Villlaa Stix Yaoaor.n, Proo14ont, !bo 1n•ootoont Corporot ion ot Phil.­
dolphla. 1 tool 01l1'l that rou woul4 not conacicullr oabotaco the naUonal 
4ofnao ottor\ and r ot in a vor r our t ax propoaol a are bound t o han Juot 
thot oort ot an ottoc\ on naUonal dotonoo. I bappon to be a b&nlt:or an4 
•••r.r 41)' people co .. in to ••• ao vith • oriouo proJocto that ha•• t o 4o with 
national 4otonoo . So• • ot t heoo pr oJocto are now in•ontiono that are otill 
in tho 4o•olopaont otace, vbilo othero are bor4orlinl proJect • that require 
a44it 1ooal capital tor raw •torialo, ortonoiono of plant, porrollo, etc . 
l or ozaopl o, i n ono inotanco vo ti,.,cod a ohipbu114inc corporotion wbich 
h nov oaldJic Mrcbant ohipo tor tbo Britioh and ton4oro for our .. .,. In 
anotho r inl\anco ,. hol~4 a ooall ooncono cet •nor 10 H could bu114 an 
uunUal t~ ot blarine ,..., 1a oh.1pbu114.1ne. 1D oaoh i not&Aco ,. vut 
to t ho ceaoral public t or 80AI7• low, ot couroo, people with IIODI7 are 
vllline t o 1nnot at a low rote when tho rotuno 1o parantoo4 or tboro 1o a 
lore• Maturo ot 01t 1t 7 , Tour propooo4 retuno ot a ~ i o 10r1 \ban uplo 
in ouch inotanc11, but blloinlll 1o a hicl>lJ' haoar4ouo nnturo an4 tha 
pri•oto owuor of capital who hao our orporionco in tbooo •ttoro io vall 
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ovare of tb .. a laMarf.a. It 70" raatrle\ lila po .. lltla praflt to ,. 
oo blo ncoaaot'lll nat""'•• 70'Il otter bla abael•t•l7 aa 1-Un \a 
co aball4 vltb \btM • .., rlak pnJMh vbleb ... ao l ... naat la.,... 
•• - of MUoul tatau-. lt •• h \a lalao tbt ~ at ..,...,.. 
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tau coDoUa.raUaa, l\ lo ...... ....,. \a ..... a coa4 tMl 810,. ,._ ,. 

oa tba IUcouat'lll pnJaoh \a oouhrloaluoa lbt lo.. lwrolYII4 oa tbt 
WIOUCCt .. t'lll out. • • • 17 p'll\tliiC a oallt., of 6. oa 1MolMot pntlh 

70u are Ual7 h ltloolt tbt uploUaUo11 of n 17 - • .., l..,.auou. 
file vllolo ill4utrial FOCI'• .. of \bio oou\17 boa al~o Moa Maa4 • 
our villiJ>CMtO lo tur\btr - hobaitu. • • • loao at u ._, w -
a ,.., crop ot war 111111oaalraa 1Mt \bera 11 a tar 017 loatwoa tbt ei'Mtl• 
of a t t rliiC of war 1111lioaa1raa aliA \bt poratlUIIC of nttlolM\ pntlU 
tbat vlll ctn p...,.r l..tu-ah to pr..taa\ -1\al to ao to ..,I'L • • • 

l.et • rall1114 7n tllat tbe l'raaluat lllMelf noaatl7 .. u tloat tloa ~· 
· of tree labor ara 4apall4aat oa tba rlpu ot trae aahJ7rlM. la a pratt\ 

aa4 loto •1•t .. , traa aa\eJ7rlat 4apal4t oa profit. 

Mro • .Toba l:a4erl7, Ool'U'bu, Oblo. l oaaaot nfrala froa o~pra .. iiiC 111r 

uxlet7 onr JOU ••• Noeat •thraaoe rap1'4111C protlh for oorporaUou. 
I aa a vl4ow, tapootaat ..,... 41 Titaa4o Noaint froa otoolta vblolt. 111r 

bubaa4 lett to • • lt ••- tllat 7a'll vo1ll4 pNfer to ' lob hter to paJ 

Paal0 • If ou iotutrht ... eal;t allovat te - a ,. profl\, _, 1t 

to beco• ot tba poor ttocltbeltart 

Claroaoo Poe, PruU.aat, Procre .. in ra .... r, Baleicb, 1. C. (ftltcraa) 
I taraut17 'bac 70'1l to ooatl4er vbetber 70'Ilr propoatl for \UiiiC corpo,...,.. 
tloao voald. DOt N tario'llal7 'll&fair to tbo'lltAIId.a of ltuia .. t .. of vblob 
t ba Procre .. iTe ra .... r h oal:r ou e:u.plt. 111 aaooeiaht u4 l vbe 

••Pili••• tbe Pracrattin raraer Oo ... a:r tb1n7 :r•ar• ace von poor u4 
Tirtuall;r vl\bo'llt -1\al. ....,. , :rear attar ;raar vo vorlao4, ttl"'lCClt4 

u4 • crltice4 vUlt. t 'll'bDO....U7 low oalari .. la ortar to - profUa 
oao'llCb to 1M114 'IIIP tbt 'bul.Mu. Ou pruut Tal'llu raprtoeat tb1rl7 
7oaro of ~ n'beon&l oalariao, vb11e we p'llt astra labor aa4 onntwa 
bou.ro iato tbe ltuiaua -.. ....... va lao- tba -Ual vblolt. noll ••'• oou 
vouU ban 1oa4 aliA 'atat. I ooati4eaUa llr .,.al to :rou to pNnat ....,b 

........ h. froa 'baiiiC 4hcr1111ute4 acelaet • 

.Jobo 1. )&,....., Veet 111Clevoo4, 1 • .r. lt, at JOU otatat before tile louu 
laaltiiiC Co-U••, ;roll ooaolur l\ ••17 fair tllat ovaara of oorporaUoao 
be allCNat oal7 a ,. ratua oa their 1anota4 capital ia tbt latareoh 
of patrlaUaa uol •orifice, (l) vb;r llat aot tba OoTe,....at otappo4 .,.~ 
i iiC tba poopla • t •a•:r tor aoMuaaUal, aa..tttaaoa ,...,.taa, uol (a) vb:r 
4ou aot tlla Oon..-at Nar ,...,. ,... labor ao4 aalt \Ilea to 4o \bair 'bit 

for tbelr ooutr:rt 

Aao&JMU - ro.lld. 11v. Lao, Wit. Do 7ou vaat ua to loot ow Jo'bt u4 ao oa 
rtlletr Capital will a'"tr •oUok itt aaok nt• it lt lt 11111\ad. to ,. 
profit , vl\b M curaaha .,.tat\ lou, Jo .... ia J'O'Ilr potltloa abo'llld. 
ltoov N\tar tlaM \a praaob noll a 4aaa tool toetrlaa . l llan • coM Jolt, 

aa paJ1-. tor _, bo8a, a aoll4 'ban, tllrae ..-ra -1• a 4&7, ao4 l vaat 

., 'bote to - aan&b ,..,..7 oa bit 1wrat\-t t o bt rill DOt cat -rat 

.... tbat "'I tllap. 
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o. v. aall ,Ono•leh, Cou. (CUJ9Uc allell\ ~ o\at-at au·· - .) 

n.o chief trnl>le vUh thio .w.lalatnUoa h \bat u bao ooU - t o 
labor Uaioao aa4 to too .._ ~ to ,.., a oatllac or to aU-\ 

to put a coiUac •• vaco• ar flll'll pi'Od.uto, 'Mat partlCillarl.J Oil Uahao, 
vb!ch an cloalMtM. b7 ....,llloteon t or tbe aon part, ,., vaco• aa4 

tara prlcoo vtll ooaaUt-Uo tlllo -""' 119otu to latlaUoa of all 
o\bt;r .a.••• coablaM.. 

Ooorp J , .JolJ, .Jr., W:ra-14, Pa. ~~ woulcl be a 1oa4 lllow to -
la'flthro vbe loon ta ... o\M. tholr ooYiiiCI, aot oo IIIICh 1a tbe lloolt 
ftl• of oonrUioo, ao ill t bo ooni"C abill\7 tberoot. You voul4 talllo 

aV&J fro• tlllooo la.,.otoro vbat tbe7 ba4 hoaootl7 palcl for aa4 oro oatit l o4 

h rotala. 

llioTU Jos , IIDDUacton, W. fa. (llroaohlo.Dil Pipe 6 hppl.J Co,) U a&J 

oooa pro ..... t- k t I fool \bet J OU a&7 vut tbe opialoll of buolD.ooo 

Mil aacl aa thoroforo IOi"C t o bJoct aiDe . • • • I caanot aero• with 
JOU tbet a taa ouch ao JOU ncc-ot voul4 pro'flnt intlaUoll, but Oil tho 

contnJ'7 I thinlt 1\ voulcl be oao of tbo croatoot oontribuU"C faotoro 
\owar4 inflaUon. If a oorporaUon ltaowo tbet 1\ v lll bo tuo4 1~ 
oboTo tbo 6~ profit on lnnoto4 capi\al, tbo t oD4o•"7 atcbt bo t o raloo 

wac•• &D4 ClTI boau•• t;o • .,1., ... \o COil.nM all Uw «<OIII , ...... we 
voul4 \Dia han ••• of u .. c:rea\ee\ • all . .k abir\8 era• we ba•• ..,..r ex­
porhncocl . I oal.J mow vbat I raM. 1a tbe aovo clhpatcboo aa4 1 fool 

t bot thoro ••t be oo• · ozcopUou 1a 70ur ab4 laohacl of aaltlac a 
rictcl tu of 1~ on oanioc aboYo 6~. I tblnlt tbo couati'J will appro.,. 

of a ol:.plo fora of tu to talto up tho wont• proflh, but corporaUoao 

will ho ... t o 111 ... ao• tno011tho t o p,......,., thoa froa P'JiDC out tbo 
profl to 1a tbe f ora of wacoo an4 boauoo, 

MolT1llo lata, Chioaco, Ill. Tour roco-D4ot1oll of tuliiCcorporaUou , 

oa oarDi"C o ... r a oortala porooa\ap of t holr laYOthcl capital, woalcl 

groatl.J curta il lahroat 1a aov Ollhrprhoo. 

Looll I., iloo, J.Dilorooa, 1, C. (AttonoJ) I u ......., t bat 7011 vou14 vel ­

CoM &117 .. ototuco la OOoliiC - rour IDCl'•Uoa voulcl worlt a barcloblp 
on otocl$o14on' ia.oo•• I ban ba4 otoolt 1a ooTOral toxUlo corpora­

Uoao for oenral ,_..,, aa4 .., of tboa baTO not pole! a 4lT14o114 t o 

tho co-a otockbo14ero la ton 70aro ucl aoro . If JOU li• U their aara­

lngo to 6~ thoro vill arioa tho aattor of clotorrocl dlTidonclo, aono7 
bcrrovocl, ;to., u4 tho otooltbolclor vill otill be tho •rorcottoa Maa" . 
Ia tact , it voul4 talto oonral cliTicleado to aalto ~ for looooo tacurrocl, 

oncl t he prollob111tJ 11 tbat tha corporation• oaraU& ~. ona wboro tho7 
owe4 ao ..,.,7 , v01:ll4 pa11 t:hle oa t o I"'Mrn, e.a4 J&1' aotb.lac t o tbe 

co-.on e\ocldMlUre. 11ace a reaeou'ble ~"~''"' 11 coo4 lnlala111, whJ aot 

allow ~ for rooarYa u4 aot lloo th&ll sf, tor 41Y14aJiclo, H al oo •"• 
t bat ooao oonoicloratlon 11 duo otocltbolcloro for poot looo of oaraiaco. 1 

\ rut\ tbat in J ODI' flllJ'DIII \O al l COnCOJ'004 JOU vill DO\ aciTOCitO a 
clili"C onr corporat e eani"CI without taltloc tato collolcloratioa tbe 

loac nacl octo4 o .... otooltbtl4oro. 

• 

• 
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"•· 1 . Iei!J>IIC)l, ~olu, L. I ., .., Torlt. I.e\ • boaoou7 -• 
70v !or 70v Jlll t o llmt corporoUoa protl\o \o ~ hriac \bo _ _,. 
I au ao rouoa wJo, \boN corporoUou obol&l4 ao\ pq !or a Wlr whloll 
tb•7 aro ooelt1ac - a war t or o-c reaooao. 'lhlo -la lo war tor 
Power Poll\lco, oao which wo 1~4 ao\ oa\er o\ all, !bo poor ._. obaal4 
aot ban \ o pq tho creator par\ ot \bo 'llv4oa la rolaUn t o hlo lacoao. 

llr B. Jaaoe, Or o\oa, I . T. 1\lolt l17 701U cuo oa the 100jl tu oa all 
4otouo protl\1 aboYO ~. llo aro tor l\ I 'l'alto \he pro!l\o ou\ ot war 1 
Vorl< tor valoD aow • 

.laODJDOUI - Ploaaaahlllo, I. T. 1.., Deal Auo.,\1 \o Job Pooplo ot 
IaUiaUYO I 17 JI4YOoaUac ~ oaralqo. 'l'bo 1.., Dool aJI4 70v 14oao aroa' t 
fU \ o hear about . It 70u cot 70V R7, .,. wlll baYO a aaUoa wltbou\ 
a oplao or reaeoa tor vorlt1ac a\ &11. ht \baa all oa ra llof \baa. 

' Poor llotbar ot t troa llarl_. - Tou aro a 'booluhlJ riel>\ wboa 70u aak 
fll, protl\ llal\ oolllac oa prlcee. I.e\ \hoto peopl e JI&T for war wba aro 
aalt111C aoao7 out ot war. 

AaoQ780,.. - .., Tori< Cl\7. LbliUac protlU to 6. will help to bol4 
pricll 4owa, but allaoluhlJ will ao\ 7hU ao aoh tu11 aJI4 pool\bel7 
will lt1ll ••11 ..,..lauo. lollo47 lo aoiDC \o vorl< tor ao\hlac. • • • Tn 
aro o111Pl7 Nialac the chaaou ot tho Allloe wlaalac, broo41ac fear aJI4 
pronaUac W>l\7• Tou ehoul4 4o tho nr, ...,.ereo - - -11. offer \o 
apll \ 60-00 oa a ll oaralac• onr \be 'boat \briO-t-ar .a•• race. Capital 
abou14 al v&J• loo oncouraco' \o tan rhll:t if .,. aro \o procro11, but aov 
aore \baa •••r• 

Marl a Aaroaaoa , ltv Tori< Ci\7, I aotloo ll7 \o-a1cbt 1t papor \ba\ 70ur 
upon• aro 4ratUac a ~ oolllac lllll . 'l'he tire\ plaoo \o e\arl 1a rip\ 
1e ov ... ...,. c..,. with t he Poo\ lzollaaco· Our ool ochoo, wboao bcoao 
lo loll \ baa •1 per 4&7, aro onrcharco4 tor nor,thiac \bo7 llu7 a\ tbo 
Pot\ b oboaco . • • • ... ea a throo-coa\ o\allp cooh aora a\ \ba Poe\ 
hcbaaco -- which lo - l ao\ \ba l u. A &I oalto of l o&p ooo\o 1o; or 
15;. 

Obarloo J, Jolla, Cba.lr..a, lobo 1.111111- 6 Jrall Corp., De\ roU , Mich. 
If 70u are \rJlDC to ro4uco pro4ucUoa ot e11eaU&l utoa11 aoob, I ~ 
eot l<aow a loo\tor R7 to aoooiiPlieh H. 

Aluaaur C. far<l, Jr., l.iTorioa, I. J , Ia4U1\f7 lo 4o111C U o lloe\ to 
coopora\o wi\h the o.r..eraaoet la \hie prooeat cr l elo. a h wboll7 Uo­
baar\eaiac , ther efore, to loan t bo boa4 of tho 'l'roanrJ Dopenaoa\ ao 
coah.,\uou•17 1a41fteroa\ to \hi ol oaee\1 of !air pl&J, at \bo7 appl7 
\o \ be ralaUODI botw .. a CloTeraMD\ aJI4 lluoiaoll, ae \ 0 - \ba pro­
po t\eroue propoeal ot a ~ oolllq t o corporat ioa prot1\a. It 70ur obJect 
h t o tllr\hlr broal< 4ova tbo aoralo of tbo people l17 \ bo 1111p0t1Uoa ot 
thl e 'bv4oa, thea 7our plaa lo a IUOooeetlal oao. I ......,, \hlal< \bat 70" 
aro oorio1ltl7 te\oraiaJI4 \o ~ \hll .......... 

• 

. 
• 
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...... t lro47, I , T.C. I will be fl"Uk 011011C)a to 007 tloat \!oat • nc­
~tUOD roall7 -""• • olok. 1\ re.1114o • of tloa oarl7 pan ot lQ? 
vbn, rr14o&U7 tor toar ot a .,.._., lDflaUoa, a croat _., rootrto­
uou voro 'beiac M4o &d Uocnnchc ro•rbl M4o, all tboooo wllllo 
tbo paUoat vu oUll ololt, vi \ll tloo aataral ottoct tloat 1aotoa4 of 
tho paUoat rooo•rorlac, boo be- 110ro 111. 11ov aaa 70u OliJIOot UT'bodr 
to han U7 oont14onoo la tloo .UaiaiotnUoa wlooa tloaro it ao ooatrol 
ot labor or no ott on to control 1\ , but \loat otbar tloioco aro ooa\rollo4. 
Labor 1o tloo aoat Ollplnaln itoa tlooro io, 

lll4"! J, lroVAo, laiat Alpbooaou Cllvoll, Clo1oaco, Ill. Perait .. to 
ottor ftl olaooro o011cratul&Uo111 'OpOa :rour propcto4 111anro to lialt 
corporation protih to •• Yo ftl a1ad. 1\ it aot oal7 tba oal7 toaai\la 
Mtllod. of prrroaUac latlaUoa, lnlt aloo a aoot aoootaarr .. , 1a oar 
ocoaoaio •oh1Aor:r. 1\ will co far to balalloo tboo fair 41ttrllnlt1on of 
ve.lth • .,. ... 1a aor.al \t-1. \o aq :aothlac ot 1u.b tl .. • •• tUe•, vMa 
our Wutr:r 1o liar& proooo4 to fill all tboo or4ol'l tor ov •Uoaal ••41 
ao voll at tloooo ha41ac to kild. -q tloo d.afoaoo ot tboo oo-callo4 -oracloo 
tloro"'loout \boo vorl4. ••• Protito ill Ol<OOII ot tloio ncuro. (pan1ou­
lorl7 a\ t hio U• of fonrloll prohc Uoa) will co tar to ... t our MUocal 
4ot1cHI aa4 at tho oaao U•, ollcvld. pa\17 rollno \boo or41aar:r­
oarnor troa tloo , t oo U.oUc taao oa boo••, wloioh aro aov bolac lrr1o4. 
Maar oooaoaloto baYo po1nto4 to tllo aooooolt7 ot ootablloloiac a profit rate . 
PenH ao to ooacra\ulato 7"" ca bliac tho tirot oaa ill pv.bllc ottico to 
l1liCOOt ouch a .. a.,..... 

IJ.oh110a4 J. lloooo, Cov.aoollor at Law, I.T.C. It 1o tha pr1T1lo~t, porloopt 
tho 41lt7, of ITII'J Toter to uprooo llit Tiovo ropr41D.C policioo of hio 
Conra~~~at to \loooo aoa'bero of til• oftiolal faaU:r who aro foraul&Uac 
tlloa. • • • loviJ>&POrt roper\ 701l llan taU tba\ :rou lla4 ia a114 ( b tboo 
• otatoaoat) ao oal7 \lao raiolac ot rona-.. bw.\ \o bri111 tloo borloaa 
public to tboo raaliaaUoa ot tba proooat oaor~tacr. la a:r -blo oplaloa 
tba ronlto of oull locitlaUoa wov.l4 bo 41roctl7 coatrar:r to thio. • • • 
It vov.U to ... to -- tllo ricll rlcloor .... , ... pat &14411 claoo pooror 
tor tllo tolloviac roaooao1 vlloro lociolatloa io coatlocator:r la ito otto~\, 
corporaUoaa nv.l4 aot llan aa lac .. un to aabl aort tllaa • profit u4 
tba roaaia4or ot tboolr oaralaca woa14 bl oJplo4o4 la raioilll tboo talartoo 
of 1 to uecnaUTOI, tor attor .,.,Sill illooao tuo• la tba loipet braololta, 
at lou\ a oaall part -..u roaia, wlllla tlot oftoct oa a corporaUon wov.l4 
bl to oara aot aort ,....., •• • • ' It rou lla4 •••• tboo acUon of \ba etoclt 
•rblt Jllhl'4a7 wlooD 70v uacnaaooaoat vaa publhloo4 our \boo awe Uonr, 
l bolino tlooro 1t ao •••Uoa lnlt tbat :rou vov.l4 loan oo• to tloo -
coaclueloa ae llae bloa arr1._4 at \7 ... 

J'raolt I, JroVA, laaaaa CU7, Jlo, la ooaaooUoa wi\ll JOV \&1 bill, 41al-4 
\o l~OYorlall \boo al44lo olao• .... bae\ta Jovlall Co-11111. I aoh :rou t1114 
tho couatr:r too co,..lacoat. • • • I aa vlllllll \o to tTor:rthllll to 4ofoa4 
tloi o oowotr:r b1lt vo ban ..., .. oaoU~Il tor ..,la ... alroadr, .... ao tar u 
llwoeia 1a oo~oor.-4, I will alloo4 ao toal'l, 1t eboo elalol to•rrow· 

• 
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So• S. Spaldiac, I.T.C, It • •••• to ae that you aban4oa aboolutoly ooun4 
loclc vben JOU &0 on to atk: tor Uw exe..,tton of "*«'' tro• OoYernaeat 

control , whon oYorT\hiDC ol oo • •••• t o bo coatrollo4. tho low Doal bao 
loot all CUtl Ia daallac w1 th labor, • • • Tho a144h claoo of the 
A•or1con people b&Yo booa torr1b17 bar4 hit. It ••••• to at at tiat 
like tblo , aacri!icoo ohoul4 bo borne oquallJ bJ •••rrooo, ~4 t~t tbo 
pr1Yil~o4 •otlos claoooo , aaaolJ tho Union laborer ao4 tbo faraor 
obould not bo o:uapt. Thio II vhot I -r In coooral CODYoraaUon' ot 
.. r louo people oa tbe rallroa4 , otoaaboat, an4 vltb all tho people wltb 
whoa I coat in contact. l V1th w b.a4 a tw aore real. ttD..Ilble •n un 
Oro•or CloYolaod In Vaoblacton. 

Dr$kl H. Sparkman, I . T.C. Tho propoood 1~ toxotloa on oarnlaco In 
oxco oo of 6~ will bo tbo 4oatb knoll to omall buolnooo. Tbe omall coapaa7 
of which I aa tho hoa4, wi th a cap1tal1oot1on of $25,000, oaployln& ooao 
twenty people, coul4 not oxlot If Ito un41otrlbuto4 oarnloso of profitable 
year• vere not &Yailable t o c&r!"J O't'er the ba4 a.n4 pr·o•ld.t tuode for re-
plaCtHD.te vhicb are 110t o tberwiae a•ailable t o a ••11 'bua1n••• · • 

Corl I . Schiffer, I.T.C. I boart117 en4oroo JOur 6~ proflto llal to tloo 
prcpooal. 1 bello•• it voul4 bo of tre .. odouo holp not onlr flnanclallJ , 
but !roa tho point of •low of aoralo. 

ll&rry Solloro, I. Y .C. 'rho power to tax 1o tho powor to 4ootror. Your nov 
bill to liait oarnin&o of corporation• to 6~ io not onlr cruel bot a 
tabo tace of tbe t &Ylnce of the unfortunste owner• And bolder• of tbete 
"cu.r1t1et. " • • Vb7 oontinu.t to confieeat·• the earntnc• of tb.e thrlfty 
clt lsene in order to coYer t be •1•takee of the Adalnietratlon in their 
extraYacant non-4e!ena1YI ezpea41tureaf 

Dr. Reinhold lieburhr, Cbalr.on, Union for Doaocretic Action , I.T.C. 
('rolocraa) Tha Onion for Doaocratic Action f oYoro opoo47 onactaont Into 
lav of tho Troaourr propooal t o tax oxceoo corporato p roflto 1~ lialt 
on pro!lta . 

S. Groin, I, T,C, You 011¥ thet you ban OYOrJ confl4onco that buoiaooo 
will !ull7 cooperate an4 bo w11Unc to •" the oacrlticeo vhlch oro noc­
•••ary. Are tbe7 nec••••r.r and equitable when they are 1 0 one-tided that 
the7 are cotnc to pauperis• innocent citi1ena who baYt worked !or yea r• to 
Cot 10 .. oecurl ttT • • • Vh7 ohould a COI!pOD7, aoki DC 6~ of \nYOotod 
copl tol on •aloo of $100,000 hao4lo an a441t lcnal $1,000,000 of oaloo 
w\tbout an additional cont of prof it, but all of tho a44o4 rlokT I aa 
41o re4ar41nc tho fact that Stott Corporation taxu vould u.ke the roaaln-
10,8 6J. o r tYen aore. • • • I u 1\all7 in !&Yor of • pa.J •• 701.1 co·• i 1 t hink 
that we ehould ra.1ae eoneiderabl7 .ore aon17 tbroucb t ax.at lon. 'but 70u 
lc:aow u woll ao 1 do that JOur ~ plan o.D4 otboro of tho oaao tJPO an4 
ocolo aro inequitable, Yin41ctiYI and unfair: that tbor bi t cortoln pooplo 
troa all aacleo, an4 that Poroonal Inco .. 'r~ ( rroduato4 ao it hao boon 
tor JOaro) 11 the onl7 171toa that can be Jult if1o4. 

l oham T. Vilkinoon, lenbridco, To. Statomonto l ike t hooo vith which JOU 
voro accrod1to4 JOoUr4.o.7 vill blaot dofonoo coordination faotor then the 
Prooldont can bu114 it. Sbcul4 Concrooo accept JOUr propo1a l o ao democratic 

t hen ailliona of faraere and people• in otber Yocatlon• will Yeer to the 

• 
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tbo,P\ tllat Iiller la ao\ -111 ""-'• 1 ••-11 -,e ,.. will 

oantr rnr ,..suoa ta \lie 1~ ot ••••!lftUa prSaoS~o. 

"· aou, ... n:u. o:a.=•., nut a.., 1.r.c. ,.r-'"" 1 ... 

.,.lor-' Sa tlla PUilMl'll W.l.Moo, .- m 1'1' to ...,. a llUle ... 

.,..a a 11\Ua. .,.., -.. tile loner oWalalotraUaa - u..,. anor 

14 ,.. ... ef Mmet .. OM 00\&11tla .... t, l fa.- ..... lt Wit-\ 
0 
a le'llo 

WUII \ loa ll\Ua 1 ..... aalnp, l .... , lll\e \lila W.l•oo, &M -

*• la l\ tor ~ .... ot.p\ roue. !M nnt all< ,..... at till a .....,l_ • 

1 auuae& all • 11,.'• m'Fl'IIOI ., tul11 ot t ....... ouaeaf, to u .. 
oa $10 \a tla ... ...-. laoot ,_.., tor \loa tln\ tiM, I t..a .,..u 
m1r:1aC a 1~. 1 ,.u _, '-'lite, el- 11p _, '111111, ... I wu 
la a pool\ ab ean ot 111r 1118111 u lloUer o\rlo. !Ilia rmr, 

ton .... \011, •• u nn llo\hr ad wo wlll llaYo a prot!\, ...,, wllldl 

1 woalt Ullt ..... - Wlla\ wlll llappoa Mn roar lf \bh nalaou of 

alae U.o an ..., a pretU, ... wo flat tllat w ...... ,.t ta.. mtoriel 

w a8M h n., la -.s .. oo? "' llonot-.t ... _ .. to aotlll.,, 1 ..... , 

pt mt..Ul, aa4 ,.. , I ... , ctft ell ., pntl\o to ta.. o.ton..at. 

1 1Sxtr Dollar a Y.oll: .. olllah\1 Tn olloa14 ,. nor h ta.. llolloa lolllrarr 

aa4 olarl tr ,.... \ldall:l'll• llatllo ta.. pol\ of ol4 .t.a4r woa14 la pan 
clear - •• of tile toe ,. ..... , .. 'llr rov aoooolaUoa wUb ta.. pn-
teaalo-.1 r band 1en . ...... ~1.,...._.1, Ullll II"MIJ' Ca · ete\e. 

Alt ... PlDou, .. t. 0. 1 ban nat wt\11- oo!l4ora rov propooel \bat 

all .. ..,. ... u_ ct" to \llo Oooronaaat all 110aloo oai'DH onr ~ ot tbolr 

oapl\al lwo..- M \u... • • • fila -.jori\r ot tile people roaUoo ta.. 

pnMa\ oUuUoa *•&i "* tlla worl4, aa4 .,. prarSD& 4al11 tor \lla to­

'•' .t ll\tllr, _.are wtlll-. to- peat oaorltlc411. 1a ••t­
I-S., ...,_.rloo a lap porooat.,. of ooo\ h labor. to .., \llat 

lallor h ao • 4 ' 11.1\J la 111r oplaha h laoornot. IJatort-tolJ', ••t 

ma lloW'II \M ••t nopoul'lll o poliUoao Sa tllo o.toraaaat a.. ... ba4 ao 

oxport•- la \1'71'11 h ftll4 ..., a -...atactarl., b4U8tl'f• • • • 1 nalloo 

lt la llittloal\ to oroa\o a tu law \bat wlll otu.lloo \axatloa tor all, 

n t I aa oortala,..... propoaal h al8e4 too -~~at a alaorl\;r, aa4 oooao 

to tuor a .,.., -.jorltr aa4 hao too - at ta.. o4or ot poUUco. 

Marna L o.rtor, !1'07, .t.la. IIIla\ it tlxl .. ot•n prlooo 'oat tlltl., ot 
tan lalor ..,.., You wtell to tlz ,.._..,. ot a tan wornr, \M poenot 

paU la'llor 1IJ tar Sa till a oouatrr, aa4 lot ta.. lat'at\rlal wornr Jaoll: ., 

tha prloo ot norrtlal .. tlla taraar llaJo• 11 J 01l ....,<MM la tldo, ,..,. wlU 

loa ... o..Sttot a orl• u craat •• aa;r lttlor nor O&lllliUM aa4 tanllar 

Un4a tile oO'tlll\l'f .- lll,lln •nl o. .._rl.J' all taman worll: tllalr tlol4o 

\lloaoolno aa4 tha prloo ot tllolr pro4'U\ h ta.. •a"'" atta..lr ..,.., 

Don llon tllaJ work tor 7&1 to . 1.00 ~ JM, All~ .IIIII:• fllalr aero.,. 
lo IbM 11J law aat ll eo nall tba\ tlla7 oaa llaK1J' - a ll'fl'll· It lt 
t rm \II& ...,._, ,.,. ,_ a plUaaco tor thalr unace rMac\loa, n\ 

l\ h oa1r a pit-· • • • !M taraor anor otrlll:oo. Para aelalaorr wu 
........... 11r lalor ooeh. Tot ,.. aro ....,._ .. ., tl.siai tlla tara lallor &M 

l otu., Ilia ooeh na w114. 
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1.1. Velli.,.ff, CiaoiDMU, Ollie, Let ao \Ill 7011 t~t lf Jw. -r 

• r&411cUoa of ••...._f,... ope..Uac ~ MYoral 1>11Uoa ullaro w1 til t1ao 

- Ylc<>r aa4 oatllul ... t~\ 7011 opoaooro4 \lal.o 1111 1-• Ualtatloa 
11111, JOil will cot tlaroo olaooro aa4 \orrltlo npport froa tM 'fOOt 
alcldlo-olaoo la Aaerloa, T" DoW wMa wo alUl-laoo folk aro 'Ml 
t uo4, aa4 t ... t, oat tuat, 1t l'h a ·1uuo lrrltaUac to root la ::0 
4&117 paporo aliena\ tlao fall o•Walo of ooaoorto ~ tM V, p, A, Or&Motra 

u4 t il• fall ••-'lila ot tiM art oDil>Uo -, tiM v. r. A. artlo\1. ftoo 

roalloaUoa t!Mt ov \auo aro colac nt h tlal.o _,r at a uao wMa wo 

oro coatroatat wi\11 111011 a lorcalaaa ozpeatU11ro procraa Jut 4oou't -
a follow fool lllat ob.a4lac "P aa4 olaolluac froa \lao laouo- topa. 

B. 1. SbaU.lok, Detroit, Mlola. It, •• otatot, ,.,... 1111 tu: plaa 11 'bolac 

4rafto4 to 4ootft7 tllo oo~~plaooaq ot Aaorloa, u will 11o nooonhl. It 

wi ll 'bo .., .. aoro far J'Molaiac - 1t wUl Aootro7 aloo tM •ralo of Aaorloa, 
tlao Wtlatln of Aaerloa, aa4 porlaepo Aaorloal 

O.J.M. le1lor, Prool4oat, !be !olo4o laall ~laooo Moa'o Aoooclatloa. 
Ao aa Aoooolatloa, aa4 1 .. 11 l>uolaooo aoa, wo wl oll to protoo\ acotaot JOilr 

l"'l'ltloa tlaat lrulaooo protlt 'bo llal\o4 to 1111 oa lanotot eapltal u4 
tlao 'bolaaco paU for tu:oo . !bat willA work u utoU bartolal.p, portloll­
lar17 wpoa ..all lrulDooo, wlal.ola lo alnMJ ntforiac, aa4 wlal.cll wo oro 
tol4 will ntfor oUll •ro froe lack of •torlalo, aa4 la tlao caoo of 
rotan 'bllotaooo , look of coo4o to eon . • • • lo• of tba tlal.aco al roaf.J 
l>ohlc tcao aro 4rl'f111C tlrao o11t of lr&olaooo - aa4 t lal.o oortalal7 .,.,.14 to 
1t ill a ouoll larcor Aocroo, portlolllarlJ wUII tlao unat of a ol- aat 
louoo, ..,,. \laoqll tlaoJ lllcllt 'bo oal7 toiiPOrar,. 

Aolalo7 Millar, 1. T. 0. Ploaoo accept tM ooacrat'lllatloao of tlaroo YOtl1'11 

Mro oa JOur f~oo•iac aat olliaoat17 owracoou propooal for ftnac pronto 

at a raUoaal 111""• !lao aauo-14o U ocuoloa of 70W' ltoa will aatn.l>t­

•417 latloato wlaotlaor potrloU111 or proflh 4oalaate tlao tbo"'late of ov 

1Dtllltr1al loa4oro. !beoo of 111 wllo laa'fl ooao 1a tlao nnloo acto aa4 ap­

pron JOUr oo~~p&rhoa of tlaoa wi 'II tllo JOiliiC AMrioaao wboa WI &1'11 aoltlac 

to oono tbolr ooutr, for a 4o11ar a AaJ. 

l &Mo 1, •11, Goaoral Mil lo , lao,, Mts··-llo, Miaa. lo aacr1tloo lo t oo 

&rlat 1f 1\ lo U ... loaJ'J' to IV bfoaoo or f or \M bfoat Of tlaOIO O'fll 
forcoo tlaat aro loooa4 ..,... tlao worU tHa7• ftoo propooo4 l WtaUoao 11p0a 

oaralap fall aot 1QIOD oorporatloao, por oo , nt 1QIOD a ll tlao pooplo wlt.o 

owa Allerloaa tatutrioo. Ao h41Yl4ualo wo aro wil llac t o aloo aaorlflon 

Ia our laoMI oat 1a ov Uno, lolt, 117 \lao - tolooa, WI M'fl a rlpt to 
orpoot ta.t Oo'fora.oat will Ullit ito ,....,.., aa4 lto oopoa4ltlll'1lt t o tlaooo 

t lal.ap ,., are ooou\lal to , ... tefoaoo rrocraa· •• far , ... 11 l ittle 

nl4ollce tlaa\ tlal.o laUor pi'O'faile, • • • !lao effort of roooarola -t 11o 

capltaU oot. !lao oatorprloo .a, ro(lllro llUlo -1\al, !rat tlao profl\o 

wolll4 ba'fo to 'bo tlllto larco to ropa7 tlao prorlOill 7 .. 1'11 of ,,.,.,. .. aat 
oftort. 1o tboro aot to 'bo ooao prOYloloa for tMoo oaall 'boctutaco tba\ 

MJ crow lato Yaot oahrprlooof rort otartod. la a woo4ollo4. Aa4 tlaoro oro 

MD7 of lllat aa\vo. fHa7 tlaeoo la4uotrloo aro tlao oour co of croat 
Oonra.o11t 1-. • • • 1 • loopohl ta.t 7011 will flat oo• aoUfloatloa 
lD 70V tlal.alr:iac aa4 7nr propoealo tllat wi ll aoc-'a\o tMII oUll u -

4locOYo1'114 u4 oUll .......,.l opot oovooo ot aaUoMl waal.\11. 

• 
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- 17 - 326 
ao:r L. leU.t'berc, ......,.r, lotol lel4ol'berc, Jlatoa 1o..,., La. Wbat aro 
o•ll cor]>OraUoao COla& t o 4o vbo MYO lacvrH &e .. to •tvlac onr a 
~rlo4 of JO•"' Ia liT oo.oo , oD4 I 'beltoYO tbo - vlll applJ to 
~trodo of othor .. 11 oorporatloao, thlo vlll .... ~,01 ualooo 
oooo proYloloa l o ..to for aaortlolac lODC-tl .. obltcotloao. 

LuUr I, Brooll:o, :ktt:r Brooll:o Co., lluaUactoa Pork, Call!, (II&Jiu!octvo,. 
of StrYioo rrccll:o, O,..!oco & lportovoar) leYo aohd 70ur ._0 u 011 for 
tho 6~ llolt Oil protl to durl"C tho var o .. rcoaq. I to aot kllov vhttll&r 
6~ h cor,..ct or aot, booauoo our o:rotto h not oal7 a profit t JOh• 1t 
h a pro~U aa4 loot o:rotoo. .b4 oooo opportuaU:r o"Cht to 'be acco.4~ 
to occ.-lato protlh to toloo oo.ro of looou. Blot I vo'Ol4 rather 000 a tJf, 
llol\ thtn DOat at a ll, 

C~rlot B. Sn:r4or, Ab1D4on, Ill. I can' t roconcllo :rour ototoaent of 
tho conthcatlon of a U earnlnco of corporation• abo•• 6~, oD4 tho urco 
to purcbaae aore Bon4a. Vhare rill tb.e tWI4• COM troa vbea. ve who are 
d~n4ont on lntoroot and aaTlJICo, for our ll•lnc, oD4 thor aro dried up 
at \bt aou.rce, ba•• en ouch to 11•e o·a. &.D4 purebatt Dttenee hn4.al 

f. J. B7or l:r, Prooldont, State Plant oro :kalr, Walnut Con, I . C.' 'rho 
propooltlon to t alro ell lnco .. from corporation• oftor a ~ lacoDO lo 
allovod vould break nor:r nall countr:r bulc in tho couatr;r. 

Julluo C. Kortln, MerchontYlllo, I. J. A friend como to uo oolrlag for a 
loon for a YOf1 urcont purpfoo. Be told uo nan thout;h vo vould bon to 
tigbton our btltt to occoomoAoto hi•, bo thout;ht ho ohould ~vo t ho loon. 
We thought to t oo and oodo o oocrlflco In our ll•lnc otandord to proTide 
him vi th tho !undo. 'rloo vent on. !hh UM vt told, vhon our friend 
needed. aore aon17 and approached u acata, tbat he bad. udt no eb&Dct to 
hh va:r of lifo. Bo had cone on opondlftC Ill hh cuoto•r:r •nner for 
tbiace "' k:Dov are not ••••ntial, tor thtnc• "' know b.e eould. eltatn.ate 
or ot loaot roduco t o o oialmuo. Our ll•tnc cooto are colag up In loopo 
and bouado. !hto prcpooltioll 1o all uo-oldod. lfb:r ohould we _..n tbooo 
oocr1flcoo vhllt he opoD4o a o nouaU Whn our frltnd vono up to hlo 
rooponolbll1tleo, then ... oboll help b1o acoin oad clodl 7· 

Xro. Toraon C. Word Sr. lloberoonTi llo, 1. C. You ore probobl7 rocoiT­
Inc thouoando of lottor o '•atorola« :rour ad•ococ)' of o fair and Jutt ~ 
profit l1•1ttt lon on corporatlono. I eTortholooo, I want to add m:r 
en4oratment aleo. 

Carl !. lovlon, Don~or, Colorado. Ma117 of uo voro creotl7 41oturbed b7 
the re•rko of Mr. B. T. laltonborn onr tho radio )'Uttrdo;r. I ""' oure 
a IIOJorlty of tho people of thto couatr:r vho oupport your Tlov on tu.atlon 
are vltb you o.ad oaxlouo to help promot e tho leclolatlon JOU prop•••· 

Frank Conto ProTideaco R.I. J'or the put couple da:r• I !>aYe boon boor--
' ' 1 ••• Ilm.ow Ia« :rou l uhaotod for :rour 6~ profit lloltotlon propooo • 

tbot 70ur propooo.l vt ll cauoo oo ouch a turor oo Patrick Heney' • "Gin • 
l1bert7 or ciYo .. tooth" , and I hoJa that tbooo, o:r cl,.ollJ pnt topther 
COftCrOtulo\lono for JOUf courace, 0&7 help brtolr tht OtOfO tbot .. :l!!.CO .. 
your va:r. 11o.:r :rour oplrlt nenr floc· I ooluto :rou llr, a bra • 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

327/ ( 
, \ 

October 3, 1941 

.: 0 A lJU, TO THE ;)BCRETARY: 

Weekly Re7ort - Lease-Lend Purc. ases 
(9 26741 - 10/3/41) 

!tequisitions 

tieerea 0~ O. P . ..... .. .... . .......... . . ... .... • • IJ 
.a. &:;in cl ec.rance by O.P.~ ...... . ............... . 

_ouJ t'e.uiin: P.e quisitions . •.. . .. . .. .. .......... •v 

Less "e.'ti.sitions f or uteta1s and textiles, 
"era contr acts Vtill be made for term erious 

ellocations requir•ed i' ron. v. P •. • •• : ••.... ...• .., 

.otsl ."eudint fi.eCjuisi tions !"or Spot Purcuase s ••.. .., 

Sstir.>.ated Cost 

l!O'i, ,54, ~71 . 4.3 
11, 75u, :0{:.. . 48 

lUo, 177, 052. 73 

111, ;,4•, , 361.1e 

Purcnases t c ~/26/41 •..• ~ 15ci, ~~l , vo~ . 7v 
Purcl.ases ,;/ 2o to 10/ 3/ 41 , , v64, 0b4. 36 

Total to 10/ 3/41 ........... 1u5, 4bS, o24 .0o 

r , ~uy Tho;,,pson of OPM has been deta iled t o t his office t o act 

~• liuison Hit., the Procuren.ent Uhi sion ana tv serve in an aavisory 

c• acit~ with r eference t o steel purchases . 
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,(.;,,' ... , J\1, . 
I U1 J:..:. 

J A- l'P ... -14v7 Sl'Jo' ::.teeh, lnc . 

DA- '!'P.,-14'/2 Fittst.ur-·fi Steel t;o. 

DA-~PS-1474 Sand·Y.ik Steel, Inc . 

U. l .. 

It 

It 

DA-TPS-1294 
(Adj .Deduct ) 
DA-TPS-1241 
(Adj . Add) 
DA-TPS-1241 
(Adj . Add) 
DA-'rPS-1491 

3ethlehem ::>teel Zxport Lor • • " 

l; . S. Steel Export l.O!'!)• 

U. S. Steel Ex.-ort l.or, .. 

Inland Steel Co . 

II 

II 

II 

DA-TPS-1294-1 Bethlehem St vel Export t.orJ. . 11 

DA-TPS-14~2 S~ Steels, Inc . II 

Dll-'rP.,-1494 Lolyb<ienwn Corp. of A~:~~ rica " 

DA-'!PS-11..4 ... ucyrus-;::rie vO . 
II 

DA-TPS-1415 General _l ctric Suppl • Lor '-' . 11 

DA- i'PS-3-.t$ 
(Adj . Add) 
DA -TP S -3.,9 
(AO.j .A<~ d) 
DA-TPS-1351 

Lancaster I ron .. or .;;s Inc . 

Lancaster Iron ,,or .,s, Inc . 

Joseph Di xon cruoil.ol o vO. 

u.::;. RuLber sx, ort (,O . 

" 

" 
" 
" !JA-TPS-125\l 

!JA-'l'PS-141' .• e stin;::ilouse :lee . ant. . f - . ,o . " 

DA-TfS-11..86 ~ater illar ~ractors ... o. " 

t;oncrete .. ein_ . .. ire rocis c50:!1' . 

Alloy ::.toel 

Freitht 

Sl abs and , illets 

L2G'£ . 

20, 900 

1, 3CG. 895 

12, 400GT • . 

hods, Frei ·ht, £ill~t s 2,luOGT . 

lii ~ar~on Ghr . Steel 112~<1T . 

?erro :..oly buemun 

Sho'fels 

,;ire 

Grophi t o Jilt.l.e 

'lires <.. ·rubes 

:.:;;ere FarL 
•• 

145, 6QOi 

b 

30, 00<>if 

2151fo 

750 

8 

\./t'A.L A1 \ t 

4'd ,212. oo 

88, o75.08 

- 311, 710.00 

6U .03 

1, 203 .44 

503, 762 .00 

\:15, 751.00 

37, 504.17 

100,lv0,40 

95,409. 28 

4, 83t..OO 

J, S35. 40 

9, 335 . ~0 

ll7 . 20 

26, 260. 50 i\5 
244.44 (X) 

1, 8\12. 5(; 
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COHTRAC'lOR ' S XAJ.l: (,0:.~ ODITY QU.U."TITY 

DA-TPS-1065 Chicago Pneumatic Tool Co. U. K. Runner, Nuts, Drills, ~ 4, 408.70 

n 
Gappers 

8.40 
D.l-TPS-1291 E. C. Atkins Co. Files 5doz. 

D.l-TPS-1292 Heller Bros. Co. • Files 18doz. 34. 56 

Di-TPS-1124 International Harvester Exp.Co • • Tractors 982, 215.20 

Di-TPS-1443 General Electric Co. • Ammeters 4 424. 60 

DA.-'£PS-1409 Kieckhefer Centainer Co. • Boxes, Fi ber 100){ 15, 875.00 

DA-TPS-1396 Threadwell Tap & Di e Co. n Stocks Die 985 sets 16, 551. 70 

D.l-TPS-1383 Diataphone Corp. • Radio Recor .Mch. 8 9, 610.00 
Tr ansoribine l!ch. 20 

D.l-TPS-1395 Greenfiel d Tap & Die Cor,~- . 
n Plates, Screw 3850Seh 54,338.00 

Di-TPS-1109 L.C. Smith & Corona Typewriter • l!ach. Duplicat e 5,072.24 

DJ.-TPS-1382 Standard Record ~o . n Cylinders 3, 000 950.00 

. • DA-TPS-1289 ~. s. Breoks & Sons • Pins Splet 551 Gr . 52.28 

DA-TPS-1324 John l[orrell and (.o. • Hog Hai r 67, 000/f 5,360.00 

DA-TPS-1336 Great Lakes Carbon Corp . " Calcined Petroleum 5000L'l' 106,400.00 
coke 

DA-TPS-1322 The Cudahy Poehing Co. • Hog Hair 188, 100(f 14, 773.87 ... 
DJ.-TPS-1326 The ,,ath Peehing Co. " Hog lle.i. r 74,813jo 6, 268,64 

DA-TPS-1290 Nicholson File Co, • Files 2Sdoz 48. 77 ~ 
James J . R;van Tool ./orks • Drivers, Sorew 1315 95.50 

Regraded Unclassified



<·< c - .... - IHJ .. -l - - 1 

uA- t. ~-1147 J8JI'I.$~P- .:.tee! ! rouuer """ I • "" • .. unc. e~, i n ~ 2, 5bb. 7 ~ 

DA-1. ::;-12o8 Groue t d 1e , 01' ~ . vf ..n:eri ca II ?iles a (1 ~15 .S5 

DA -'fPS-1110 Ditto Inc . II lacnine l)uplicatin"' 1&, 904 .20 

llA-TPS-1440 The Fyr . J1yter Co . II Fire Extin~uisher 1,000 4, 220 .00 

uA-TP5-1315 .1est .;tee1 Castin co. II Anvils, :nc.cksmi t i1 72 3, 240.00 

lJA-TPS-1314 Illir.ois I ron t.; f.olt 1..0 . 
II Ditto 480 9, 000 .00 

DA-TP:>-1441 Luffe1o . ire A p1ience ~or~ . · ~ire ~xtin ~isbers 
1t~fill viut r~o es 1,000 520.00 

UA-TPS-1393 'fhe Pharis ~ ire &. :l.u ~ver 1,0 . II Fires << 'luu s 400ee . 3, 020 .00 

IJA -TPS-1389 Pennsyl vani a Ruo~er c •. II Jllaps l, uoo 40,130.00 

LA- !PS-1:,88 The Goo ... ;year '!'ire U. ,,uo~er (; 0 . II 'l'irco :;, Tub. s [, Flaps 21 566 .16 

UA-'!!S-13b8 I)UIIl p tire l:. •• uoLer ;orp . II "ires ~ u~es & Flaps 3400 58,140.00 

• 1':100 100, 7..;4.00 

DA-TP:;-1387 , , :;. .uuber port vO , 
II Ditto 

lJII-TPS-1392 The . ohant \uooer Co . 
II Ditto 1250 26, 472.50 

DA-TPS-13110 The }. ensfiolu Tire < i\ubLer t:o. II l)itto Hll4 36, 5~3 .40 

"! h~> l'ir<> &tone 'ri r lf & tlubber Co . 
II vi tto 

223,172 . 50 

DA-'lP;:.-13\i1 
~enera1 El ectric :>Uj? l y •• orp. II !lire i Caule 51, 76b. 37 

UA-T~-1436 
ol Dou 1es Fir ;~?u, VOO 443, 370.00 ~ 

liA -TP:>-14o5 ,eyerhaeuser ~le o. 
~ 
0 
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CONT.•tACTO, ' S NA. E CO- VL>ITY t•LJI... .'U'l't ·ror.u. VJ\l..ll'E 

DJ.-TPS-1466 Pacif i c Coast Spruce Inc. U.K. Dougl as ·• i r 7fiJ, OOO $ 443 , s•to .oo 

DJ.-TPS-1468 Pennr-ell Oil & Belti ng Co. " Beltin<" Leather 2250 FT. 8, 183 .47 

Di-TPS-1483 The Eagl e Bel ting & Leather • Belting 2, 3~4.00 

Dl-TPS-1150 The Ha.rsha.w Chemical Co. • Potassium Hydroxide 42.50 

Dl -TPS-14 77 General Electric Supply Co. • Busha.r Chambers 22, 000 .• 00 

DA-TPS-1352 E. F. Houghton & Co. • Cast Hardeni ng Comp. 184.55 

DA-TPS-1498 Brunswick Pul p & Paper Co. " Kraft Pulp 80.00 

DA-TPS-1867 The Gleveland Trencher Co. • Tr ench Di ggl ing Machines 38, 80'2 .00 

DA-TPS-1384 l!illbarn U lls, Inc . • Kosquito Netting ra,oo:o .oo 

D! -'l'PS-1478 Anderson -Tuley Co. • Lumber Hardwood 36, 08'4.12 

Di-TPS-1479 Angel ina Hardwood co. • Lumber l:l&ro.wood 2, 125.00 

. DA-'l'PS-1480 Bankst on Lumber & Export Co. • Lumber Haro.wood 49, 014.00 
• 

DA-TPS-1481 Brooklyn Coopera~e Co . • Lumber Ho,rdwood 3, 401.00 

DA-TPS1482 East~ ~ardiner Hardwood Co. " Lumber Hardwood 3, 755.00 

DA-TPS-1485 Sear s Lumber Co. " Lumber Hardwood 981.00 .. 
DA-TPS-1484 Santee River Hardwood Co. " Lumber Hardwood 1, 200.00 

DA-TPS-1483 l!iller & Co., Inc . o£ Florida. " Lumber Hardwood 44, 520 .00~ ... 
DA-TPS-1486 E. H. Shreener Lum•er Co. • Lumber Hardwood 4, 582 .00 

Regraded Unclassified



CONTRACTOR ' S NA! :E CCMIODITY QUAll'l'ITY 

DA·TPS·1~ Discie Lumber Co. , Inc . U.K. Lumber !iArdwood $ 47,950.00 

Dl-TPS-1243 lllis-Ch&lmera ){!g. Co. • Tractors 17 73,069. 81 

Dl·TPS-1293 Snow Removal Equip. Co. • Snow Plow 1 t,aao.oo 

Dl-TPS-1807 Suik Yix Concrete ~xer Co. • Concrete llixera 211,871.71 

DA·TPS-1306 Construction Ychy Co . • Concrete W.xera 128.186.00 

Dl-TPS-1808 The Jaeger Machine Co. • Concrete W.xera 68,800.00 

DA-TPS-ltl.Q Harriaburg Steel Corp . • Oxygen Cylinde 10, 000 1811,800.00 

Dl-'fPS-1~ Caterpillar Tractor Co. • Tractor & Spares s,827.eo. 

Dt.-!PS-1801 International Harvester Co. • Power Units 200 1ei,O'IO.OO 

Dl-TPS-1536 General Blec. Suppl7 Corp. • National ReceiYera 116 28,797.00 

Dl-TPS-1205 Norma-Hoffman Bearing Co. • Bearings Ball & Roller 92,1Nl7.110 
• 

Dl-TPS-1212 General Yotora Sales Corp. • Bearing Ball & Roller 299. '1'00 .oo 

Dl·TPS-1512 Trojan Rectefrer & Equip. Inc . • Battery Chorgea 50 2,'188.88 
• 

Dl· TPS-1475 Defense Supplies Corp. • Douglaia iirplane 289,268. 67 

Dl·TPS-1305 s. L. illen & Co., Inc . • Hoea " Seeders lb>-600 2l, at7.28 

• Dl· TPS-1239 Standard V8 ouum Oil Co. c!ina iYiation Gaaoline 1,356, 000 Gala. 8M,9&01 

Regraded Unclassified



NUl!B.R CONTRACTOR' S lilLE COt!MODITY Q!JAN'riT'J 

DJ.-TPS-1531 Great Lakes Steel Cor p. U. K. Sheets 237GT . $ 17, 756.86 

DJ.-TPS-1385 U. S. Steel Export Co. • Steel 268.80 

(Adj. Add.) 
DA-TPS-1532 Republic Steel Corp. • Tinplate 7'19,357G'r. 98,764.28 

DA-TPS-959 General Motors Overseas Cor p. u Freight 900.00 

(Adj . Add) 
~ 

DA-TPS-1534 Pittsburgh Steel Co . • Ingots 3900GT. 188, 489.00 

DA-TPS-1537 Jones and Laughlin Steel Corp .• Tinplate a 481GT • ~,010.16 

DJ.-TPS-1549 ~eirton Steel Co. • Tinplate a 1~557 .5 GT • • 75,00. .~ 

DA-TPS-1552 Continental Steel Corp • Barbed Wire BOOGT . 73,472.00 

DA-TPS-1553 Keystone Steel & Wire Co. • • B11rbed Wire 1, 400GT • 128, 730.00 

DA-TPS-1554 McLouth Steel Corp. " Hoop Steel 29GT . 2,944. 8'1 

DA-TPS-1555 Follansbee Steel Corp . " Steel Sheets 22,400 1,888. 80 

. • DA-TPS-1559 Pittsburgh Steel Corp. • Barbed ,.ire l , SOOGT • 115,897.60 

DA-TPS-1561 Sharon Steel Corp. • Rolled Strip 441 GT. 97, 401.02 

DA-TPS-1564 Weirton Steel Corp. • Sheets 480GT. 83,831.20 

DA-TPS-1565 Wisconsin Steel Corp. • Billets 2, 500GT. 111,200.11 .. 
DA-TFS-1171 Commercial Acetylen Supply Co ." Acetylene Cylinder 750 20, 625.00 

DA-TPS-1300 La Plant Choate r!g. Co ., Inc.• Scraper 36 74, 809 .44 ~ 
J,aahelete t:fg. Corp. 44.50 

Regraded Unclassified



NUUBER CONTRACTOR' S liAJJE COl.:l..ODITY Sl!ANTITY TOTAL W.UE 

D.t.-'l'PS-1518 Jones & Laughlin Steel Corp . U.K. Barbed >lire l,SOOGT . $ ll2,840.00 

D.t.-TPS-1012 Holo-Krome Screw Corp. • 6, 072.22 
(Cane.} 
D.t.-TPS-U99 Laclede Steel Co . • Concrete Rein!. \¥ire rods 69,780 • .S 

It 
1,982, 400 

D.t.-TPS-1500 Republic Steel Corp. Sheet a 1, 070 ,OOOf 84.186.50 

D.t.-TPS-1503 Kldatate Steel & Wire Co . • Barbed Wire SOOGT • 28,87.4.00 

D1·T~SO. Granite City Steel Co . • Tinplate 99GT • 12,107.00 

D.t.·TPS-1505 Follansbee Steel Corp. • Tinplate l39GT. 16,884.81 

D.t.-TPS-1507 Youngstown Sheet & Tube Co . • Tinple.te ( 93GT • 56,868.11 

D.t.· TPS-1506 Younasta.n Sheet & Tube .Co. • Wire rods, Ingota6, 500GT. SU, 955.00 

D.t.· TPS-1510 Wheeling Steel Corp. • Tinplate 606GT. '18,566.1( 

D.t.-TPS-lMS Northwestern Steel & .tire Co . • Barbed Nire l,OOOG'l'. 92,780.00 

• DA.-TPS-1476 General Kotors Overeee.s Operations Freight 9, 025.00 

(Adj . A.dd) 
General Vorota Overseaa Operations Freight lO, OOOD.Fgs . 60,.00.00 

DA.-TPS-963 

D.t.-TPS-958 General Yorot s Overaeas Operations Freight 2, 500.00 

(1dt ,A,dd. ) Atlantic Steel Co . • Wire Rods lllSGT • 11,110.62 
D1· PS-1536 

D.t.-TPS-1540 u. S. Steel Export Co. • Tinplate 4,ot9. 3GT • (79,(16.19 
• 91,020.00 ~ 

D.t.-TPS-lW Andrews Steel Co. • Slaba 2,000GT· 

~neel~ Steel Corp. • Billets 69lllGT. 809,355.00 
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c 

DA-TPS-U46 

Dl-TPS-1~ 

Dl-TPS-1" 8 

DA-TPS-1"7 

'Dl-TPS-1&22 

DA-TPS-1875 

DA-TPS-1885 

DA-TPS-1337 

DA-TPS-1588 

DA-TPS-1265 
(1dj. Deduct) 

Dl-TPS-1187 
(1dj . 1dd) . 

CONTRACTOR' S lW.lE 

'!'he Pharh Tire & Rubber Co. China 

The Bohan Rubber co. • 
The D~on Rubber Ktg. Co. • 
!he Firestone Tir e & Rubber Co. • 

&.arican Haer & Felt Co. • 
'l'he Washburn Co . • 
Unit ed-carr Fast ener Corp. • 
.berican Felt Co. • 
The Kay & Eso Co. • 
Heppenstall Co. U.K. 

SKF Steel a, !no . • 

COJ.:lCODI T'i Q,UANTIT'i 

Tires, Tubes 625 

Tires, Truck tubes 1, 000 

Tires Truck Tubes 100 

TCirAL VALUK 

$ 3, 905. 75 

7, 688.00 

Trllok Tires, Truck tubea MOO 28,678.00 . 
Hair Felt 188 1/8 Yda. 10.87 

'lt.ahes, Look, Steel 11.18 
• 

Fasteners 5,875.00 

Grey Woolen Felt 368.7& 

Enamel Bl., Green 110Gala. lSOOila.69l.lll 

-IS. l4 

S, SS2.00 

Total Purchases 9/26 to 10/S/41 •••••••••••••• $ 9, 064, 054. 86 
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DMr lr, lnlqa 

-.q t.bMD tor,... .. l.tt.er ot Oa\ober )N, 

Mt\inlt tortb the tiClli'M on cold .,d cloller 

Mlanoe a\ the oloee ot buineN 011 S.p\aber <16th . 

!1-...17 ;yoare, 

H. v. mut.e, 
Dinc\or ot lo .. \.u7 ~b • 

.... ' · lt. Dnler , 
ftle lr1UIIl lowlT c-11 

111 llorth aerica, 
WUlar« llo\al, 
'lluld.nc\on 1 D. C. 

33b 
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THE BRITISH SUPPLY COUNC IL IN NORTH AMERICA 33? 

IOOX 100 
IICHJAM .. F""'"KLaH STAT IOH 

Oct ober 3, 1941. 

The :1E"~:-es Ol.t t!.c elos' of busin~ss or. 
~ept• o~er ~6th ~re ~s follo s : 

Tot;..l Gol d (inel u :in.:; 3el.;1 Jl) 

orr1c1nl doll.u• bt-! r.nce 

T?Tl.J, :oL:> .\!l [' DOLL-'?.S 

L~ts Bc1:;i:m Gold 

Sc:lt~er-:?d Gol d 

::leserve .<,:cinst it:;~e.U. te 
1~ 'b11i';1es 

':'72 

...21.. 
309 

105 

21 

The ~c:-e_3e ! :: .... ec-o·..n .. ed :or, -~one 
')•' - t,.'i.n .... s , ~" t::e =ac~l .. t o!' _ se::'lr.~ i nstcL =-~ 
>f : 25 .1111~~- un~e= t~e recPt t r. . ~ . c . Lofln . 

;.. rcr t:,- r 1nst.>b nt .:.f t75 (Jj..!Hon 1 
'1as r ec • ~ ved on the l s t Oc tob· r ~nd sh.:.~.ol'a·l,_ p,>ear 
1n future f1~ures . / 

D:- . !! . D. Tl:U~e 
t"i rector of :.:or:et..lri ~ese:: rch 
Uhit•j r~atss Treasury 
r, h1n,;ton, t . C. 

• 
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10/6/41 

( "opy furnished to Kr. Welles today when 
he called on the Secr etary • 

• 

' 

Regraded Unclassified



Ooto'llel' 8, 1~ 

., a ...... Pl'ealdentz 

I would appl'tolate peoe1Tlng ln­
atruotiona fraa rou •• to bow I 
abould au .. r the -•ad• t..­
tbe KD&l lab whlob I aent to ~ on 
Septeabel' 26\h, u the Bl'ltlab 
Fillanolal Attaohe, Jll'. !. L llewler , 
ia urgentl7 pequeatlng a l'lplr to 
thb •110rud~a • 
. 
• 

fh• Pl'ealdent, 

!he 11h1 te Jouae. 

~,4~~ 
~ /1.'1/;,(..M. ,/,jsjy;-

339 
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To: 

Treasury Department 3<t0 
Division ot Monetary Research 

Date U/L/Ll 19 

!!iss Chaunc ey 

:.!r. Thi t.e t hnurht.. ,\'0\l would 

r~o!>ahl;; war•. ~hl9 or!~ioal lc~t~r 

in your f i l eo. Photostat• were 

se,t, to !Ar . 1?P.ll &nd iJr. Co<:h ran 

soce t ioe ot:o • 

L. ~haroh&n 

IIR. liHITB 
Branch 2058 - Room 214} 

/ 

Regraded Unclassified



( : 341 

London, October J, 1941. 

Dear lllr . Secretary: 

Enclosed is a copy of the Agreement between 

the Bank of England a.nd the State Bank of the u . s.s.R. , 

signed September 4, 1941, implementing t he Anglo­

Russian lllter-Ba.nk Agreement of August 16, 1941. Aa 

explained ill the Enbasay's cable llo. 4695 or today'& 

date, t he document should be held strictly confiden­

tia l until and unless released by t he Bank of England. 

Three copies are being forwarded today by air 

mail despat ch, one of which is to go to Treasury. I t 

was decided attar some coneultation here that the text 

should go forward by despatch rather tha.ll by cable. 

I am taking this mea.ns of sending you one copy direct. 

Sincerely yours , 

~ 

L . VI. 

The Honorable 
Henry Morgent lmu, Jr., 

Secretary of the Treasury, 
1'/asbington. 

-

'I 
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COPr 

AORE511R1! 
BB'l'Wtm:ll TltE BA!Ilt OF llJIOLMID AND 'lUll STATE BAIIIt 

OP TilE !!!IO!l OP BOVI!:'l' SOCL\LIS~' IIEPIIBLI C!I 

A!!'fiCLB I • 

"1 •"> ,), ..... 

•rno Bank or :·ll(;l.and ahl.l.l open 1n 1 t:'l booko • aape.rate 

accou.-.t i n at..n':U.OC in ~:>tw naaa of l.no :'lt ate boll'lk or tho Unioo or 
: oviat :.oo1UJ.st Ro~ubl!ca ucllia~~atu4 LI.!D • •• o . l ~eeount• to wbieh 

may bo cradi,;edt-

(10) Sterlin8 IU'iGin._; 1 rou doH 'Varia a o! cuoda bT tno ooverDoo 

cent of tho \inioo 01 • ovl ot :::oe~at r.opul>li e& en.; ~oviet organi• 

zati ona to tile COVOl'tll:>..rlt 0 1" ';; .... .u.~ou t.J.A,.,,\o:1 o>l' .o lll\Y dopart­

~ent , or~n1aat10A or por oouo unuor ~~u t.vrma oi tlw Illt ¥r-

~overumo1lt.al ;..gra fiJIQ8nt. · 

(b) :>t~llng or 1dJl8 tr<:s:. \.~~ ;sal .. to ' '"' f..anlt o.r ~. 

uctlng && agmta 1or Uia L.a j oa ty1 a '.:'l•eaaury, of ~ • . • dollars or 

gol d 1n acoordanca with tho pr ovill1ooo of .Ar t.:l.ul o e ( a ) or t~ 

InteawlClYel'DliODt&l Agreomanl. and w itll Art1ele • o1' the proamt 

Agroaecont, 

( 0 ) .~t.u>lintl ~·1& 1111. trOCJ UdYOJlCCO l:l&d6 by the ('OVOI'I'II!Iont 
of t ho United ~dan 1n at~oordt.no~t w1t n tho pJ'Oviaiono of Art­

i cle O(b) or ~ lnto1•..0uvo:rnment&l ABJ'e-Mt" OJ' ~ the 

Suppl-\.u-7 A~-t tb.reto dat ed lat !'opt -bw 1~. 

(d) Stllrlina at•iain" uoom otbor aoureea •• ay 'be a.greed 

fr0111 time to time b et ween· the Bank or EJ18land and tho s t&t o ~ 

or tho union or ~oviet s ooi&lhr. i(opW..l 1oa d th t he a pproval or 
their reapuotiYe CO'O'&rnu.bnta . 

The !io . 1 . Account tlb;· b o debited a• roUOW'II t-

( e) For p&)'m<Uot s ""'' under ttlu tu1'1lla 01 t u.t relevant con• 

traota 1n reopoet or t a e yalv.o of !!OQCia dali vot·ed t o the 00'0'~ 

~ont or tnu ~~on or coviot s oe i •li at Ropubl1ca .nd s oviet or­
&&n1N t 1oaa Wider t ho l;eniUI of t l\0 lnt&r-<.OVel'liiMrit&l ilgl'OOI:IOrt o 

( t' ) For re~t ot aUIU duo 'by the oov-ont or the 

\Inion ot' :;ortet :;oe1ali:~t Repabl1oa ll:lder tne lii:S6 ~rt cre­

dit• OuaJ'&ntM Ag J'O&t>Jont in &COCIJ'dar•CO W1 th tile pz-ov1a1ona or 
AJ'tiolo 5 ( b ) ot t ho :tn.ter-oovern~~~ontal Af!J"• ..,• nt, 

C g) For auch otMI' aterllng pa,.enta • • _ , bo &gJ"Oed t'rca 

timo to t~ b etwac t~ Bank ot' "llf!).wd iond t a o :! t&ta B&nk ot 
tho Vntan or :;ov iot s oe1nl1at ~,publ1co wi th t ho approval or 

t heir roopuotivo oovernmonta . 
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MTICLK III. 

'fb.e Bulk or sne•"" ab&l.l open 1n ita b ooka a "S'-ta 
Bank or the t.Ja1GD or SOY t S001alh t Rell\lblloa Suepeaa Ae­
oount• t o wbloh eb&ll be er.c1Ue4 the a t erllD& proo...S. or e alea 
or plettma t o t he oo•aa m t or t he Ullitad I!Dgdla end or cSol­
lal'a or gol4 t o tho Balik or -ingland, aatlJig aa ag•te t or H.1a 
KaJ••tJ'• 'l'reUvf1 1n -uo~tSOD or the quarter1J aattl•cte. 
However , ~ the period between aottl..aat datea, bel•neea OD 
thla aooOIIDt aball be at the r.... 41apoMl or t he S'-t• Bank or 
the Ulllon or s o.,iat s oc1&l1at aepublloa and 1n part1cula1' _, be 
t r anatarred t o tha Ol'<11narJ aoo-t or th e S'-t• Bank a t t he Bank 
ot t-.'ZI6laD4. 

M TICI,F: IV· 
. The Mo. 1 Aoaount llh&ll \le balanced OD tho 3lat Oowb ... 

l !IU end at t he aD4 or • .,.1"7 three oal6114ar -the t~'-• 
An:r 4ab1t balance theNOD whieh 1a a JallUple or r.aao.ooo eb&ll 
bo eattled 1n uoordallea with the proYieiODa or Ani~• e or the 
Int.....OoYal'DIIIonta1 Ajtl'68meDto Por t he PIU'PO .. of "-Pl•entlJig 
the prcwialODa or Artia1a 6 ( a ) or the IDt.r-ocwea- \a1 AlP'"­
_ , the llulk ot ~ h au tbor1aa4 b7 tho State IIUk or the 
OlUOD ot noYiat s oo ; , Reput>Uu eo ._..neter, at the end or 
Ul7 •eo-una pN'iod, t he neee••81"7 -'- ,._ the "s'-\8 8aDir 
or t he UIUOD or SOYiet Soci&Ud RaPilbliaa Suap- A-t• \a 
the •o• 1 Ao-t. At t he - U aa t he 8aDir or ~laneS aball 
MY1H the State 11eDk or t he UlliOD or SOYht Soo at Republ1oa 
b:r cable or ttw _.. eo tiNilatal'l'ed an4 1n the .... , or the 
bl~e • the •state 8Uik or the oaiOD ot s o...tet soo1~1at Re­
publ1oa a u.peue •-•• DDt being eutriot•t to -•· the p&)'• 
ttenh ~, t:n. :::'-'- 8Uik aball .. 11 to t be Bank or in!le"" 
u.s • .SOUara, or ~ 4elhared 1n N oh plao .. oa .n-11 b a agreed 
between the two Ballllao . 

Uti o....Ut 'bal.anoa -1.11.1na OD tbe • o• 1 Aoe-t at 
the 6114 or ~ uo-tillg peri od .n.U be pl a ao4 1n .altlpl .. or 
t2ao,ooo at the r.... 41apoaa1 or t he S'-t• 8aDir or t he UlliOD or 
SoY1at soola1ht Republlu aD4 1n pan1c\llc.r • :r b e \ranatal'l'ed 
to t ho or41Dar7 aoecnmt or the S'-t • 8aDir at the Benk or !1bglant! • 

WICLB Vo 

W1tb reprd. to tho aa1a a or u. s. dollar• or gol d roterred t o 
1n An1cle 1 (b) ot tho pruont Agr o-nt, tho Bank or Ji.r181Antl w1U 
PIU'Ohuat• 

(a ) u.s. d ollar• a t t h o LODdon a1c1c1la ott1c1&l rata tor u.s. 
doU are (a t praa ant u . :;. dollnre -&.~ • .tl) • Regraded Unclassified
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(b) 0014, aliviiNd 1n ·~ AMrl:f at t ho orr1o1a1 
price ot gol4 1ll • • Tarit CD tn. da7 ot e 1n •h1ch cue 
u. s . clolla.J'S w1ll. ~ C<lllYel"ted into PCNZ!de s(erUna at tn. a14-
dle ort1ola1 nte t or u. s . dollars 1n London on ~ day or eale. 

ool4, dellviiNd ele•l'lere, at prlcee asr"eed bet;w­
t!W Bank ot J::ll8land and the s tate Balik ot tho UlslOD or sod.­
::oo1a11et RePilbUoa, but not lower than the ott1o1al blq1q 
prlce or the llllllk or ~ (at pr .. e:nt lee/• per tiM CNDOe) 
or9 at the opUOil ot tn. s tate Bank ot tbe UDlGD ot SOY1et so­
ci&llet Republica, at the ott1olal prl ce ot gold lD w .. York 
on tbo daY ot aale adjusted to allow tor tho coet ot tre~ and 
1nauranoo or gold tl'Otll t~ place or deU"fery to t ho u. s . A • 

.&Rf'ICL~ VI. 

OD tn. t~t1GD or t he preee:nt Agr.-t, the •o• 1 
Account lba11 ~ bele!!C!ed at the neat tollowlDaJuarterly eetUe­
IHil~ ~tet or OD wch ot bor date •• •Y be agro bewem tho 8aDk 
ot ~ and the s tate Balik or t b.e Ul:l1GD ot SoY1et sooiallat 
ilopublloe •1th t bo approYal ot their reapectln ·ao"t81 1 111ta, and 
18ttl-:nt lba1l ~ ettected 1n accordance wlth t he prOYldODa 
ot Article & ot t he Inter-oonrraental Agre-.ect and Artlol.e ' 
ot t be preeent AP••e:nt. An:r credlt balance t hereafter r 1D-
1na on the lio. 1 t.ccOW1t or 011. tbe • s tate Balik ot the UJI1GD ot 
soviet soc1alht Republlce Suepen.,. Aooou:nt• lh&U be dealt rith 
1n accordance wltll the eecond parasre.ph ot 1\rtl.olo ' ot tho pre­
atnt ASJ'e•ent. 

Por t ile purpoae or the t1Dal cloal:ng or t ho accounta, 
t ho otltllllatlon regarding eettl•mt ln multlplee ot £1!110, 000 
proY1dad tor 1n Artlole ' or the preemt llg&'eernent ehall not 
apply. 

PIHAL AR'l'IOJ.B 

!'Ill& ,&sr-.ut &hall c._e 1:nto toree 011. the date ot 
d~ture U14 &baU r 'n 1:n t oroe until the te~t1GD ot 
t hl Intel'-GOYI~tal Ag&'l-to 

DOlle 1n cSupl.lo&te t he day ot 

!WMW. lllmdH4 aru! torty-one, 1.n Engliah and 

Ruaal.a:n, both teat• hllvlng equal roroee 

For and OD bebaU ot 
the Bank ot Bnsl•nct. 

Por IDd 011. beha1t or the s tate 
Balik ot t he UD1011. ot SOY1&t 
3oolallat R~Ucs 

(Sd. ) A.I. Kllw) 

• 

Regraded Unclassified



ASSISTANT SECRETARY OF THE TREASURY 

October 3, 1941. 

llemorandum 

TO: Secretary llorgenthau 
FR()(: llr. Gaston 

The attached letter to the President 
ia largely sell- explanatory. The matter 
arose primar ily from our desi re to do soae­
thing about the Japanese fishing boat situ­
ation on the Pacific Coast , about which there 
have been aany r umors of espionage, and also 
our desire to institute better protection in 
such important harbors as New York against 

lstray craf t that might be used !or sabotage. 
I had a meeting in my office on September .10, 
at which the HaT,Y, State Department, F. B. I . 
and Bureau of Navigation of Commerce were 
represented. it that time I said we would 
explore our power to control the situation 
through anchorage r egulations. Na'fJ was very 
tron~ !or our doing it and t he others had 

uO obJections. The file contains specific 
approval !rom State , Na!T, Commerce and F. B.I. 
We have had several meet~ngs internally, wi th 
Coast Guard, Customa and the General Counsel's 
office represented, and I t hink the regula­
tions are now in pretty satisfactory shape. 

I ilthough they mean an increased prea-
sure of work on the Coast Guard, I believe . 
they are necessary and r ecommend t~_;~ou s1gn 
the letter to the President. ~~~/ 

• 
Regraded Unclassified



OCT a I~ 

117 ....... l'ftll ... tl 

Oa4er U.o aMb,.,.. ...,.la\1111, .. ,...,.. ~,... ~ .,, 

lMO ... 01\ .. l' It, lMO, • _.,..., tile ..,._ - - ttl 

or Yooaolo 11 -n .. •tan aot ,..,...,., •• .. _. 111- al-• 

.... ... ••J•ot .. -·1'01 ,, ''" --·· 
llloUca for tllo ...,.Uta.- or~-.,, lMO, reqolroo 

• ,,,.,....... poaU or .,. ... 11 ft>r '*1111 olo-oo ll l'lqlllrot. a 

11 \M YloW or \bo De,.nuat If \M fN.-, \Ill\ \ Ill IOOpl or \1111 

lltUII lllooll4 "" VodoH4 to llftl' n-lo 1\.,Plll ot AMI'l­

por\o rv \M ,.ItO .. oal7 or looU .. tu.l ... llltp' • "'-· Aa 

_.._at of 111\1• f 11 oooo1'41atl7 .-sUo4 for ,_.. ""'"'101• 

1\ 11&1 - to \Ill ot\llttll tl tM Dep...-\ If \1111 

,.,......, tM\ - .,.oaolo aot 1aolo- l a ol\lloP If \bo oboft •'-" 

, ...... ue ... ._... 11 uunu .. ••n-tal to ,.,. latoroote or 

aaUoMl .. ,...... Ia or4or to ,.., u _. to •- -••u1oo, tlllo 

t..partlmot propoooo \bo pza.W.coUca of mrtela "''"' pii'OYlllllo to 

\ ho 0&11\Ua I'O .. liUOIII . ftooo oUo4 pPOY!IlOU ~· d ft \1 lM 

Coaot OUN \M ,_r to Uonoo, 1JIIalf110l17 or •••1'1117, \Ill oporo­

Uoo or noaolo aot oollt rollot - .. •••U• ' ... ~ "'111" 4-ato 

• 

' 
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et .-unataa te ._ ...... -.as • a.._. .u v 1 ••, .,.. 

.. .U. au a lla Ia .._ 141 'M el ...... te a&w .. U II· 

n_.._ •••u~· -•• aa so c ....., -· a.r abt .u ...... 
a.-l'F te II Sisal .. _...at • -1, x te ...,al .. IMfto. .,. 
llll el • ~ " b ..... 11 ............. ....,. ........ 

' ..,..r, a&x, w .,._ wtw ,_. .......,. let_._.... fW _. 

I fMI· 

.,. t •• ...,. ... •u JNdlll • •tn•s••-
t• ........ , ... at ............. - .. --- ... -

flAt ............. pc.,, ....... 1111 .... ,,.,.,. - at 

•·•=,.~-.. · - •• nwt'*'•· aur .- wSU .,_. IFI*d n.a-
UUtr Ia .. ...UeuUa f/1 -allle, -.s. .... -• tiM aeni .. 

tA .a&IXIF&. at .-aal;auUa ._ ... II ...... l.te. 

' •• -••- •• ,..._. •r * aucn•• -•> " 
.... ~_._ .......... ~Mr .... ,.% • 
.......... at ...... la9r ... ··--·· ............ , 

0 

ll 
..... at~ ... 7 • f/1 ,.... ......... -u---

... ,. ... _ .. ,._1 ..... *llr•UB uullat .. etlftei ..... Q I 

... __ ,at"' I[IUd ~~· .................... ...... 

.. Jluut•••· 
.. at ...... .......... --

a ... 1 ...-!llr ,.._..,. " ,.. .. 

5 ...... I'UIIIIloats-... .,.., ..... . .. ., ...... -
11&211117 f/6 .. - I• 

....... ,. _, :~ 
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IIIU • • llot.nldl• .&G IAYlOI&l -

....,...l•caAIIJII.I.It 

..., • .• ,., ,.., • - __,.....,. a.uus. 

~- J'Qa 111 GanllQI. or l!IRU II ftl 

-~- OP- .... dll, 

,. • • -. art' •• _.,... aa ..... 1, au. u 

fll .. -...... .... ss setA hM 11, ltlf, • ,..,, -

cw.a.e. uu. •· - .,, .. 'r .a.- ., • ,_., , • 

._.- ........... ,. ..... _ .. , •• - el ,.., 1MO , ........... 1111), 

...................... -lalll ., _. ....... -..s-

ta.aal .... ~ .............. (I,_., ......... ), .._. 

,.. .. 'f 1 • fll .. tl1P __ ,., _. us asci'' •• ,.... ... . ,..., .... _......,_ ..... 
1 JLI• • .. --, ..... .- aa ra1~a 

c~ ,., ... -· , ., -. ,.... ... .._ e111- ......... 

'r * ... -· etl .. 1P11--ri ;a Fit La JMU• (I)......, 

tat IS $ LJtA ta- .... t 5 Jill .. 1 •••t .. ................... , ........... ~..--... , .......................... ., ..... .. 
a• I I .. La - •. ... - .. -•• ... •• Jl·t•r -.. .. .. ~-- - -----· ............... _... ........ .., . 
..... .. ......... ~ ..... el ................ ttal1 _,. 

.. I II .. ,. .............. ~ ...........
. ., 

.. ,.... _..._ e1 • _, .. .an aa JftUtA na ,..,. .. act 

• 
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., ... 1 a _. ••,11112•11 ... "neu•• ...... -· .._. 

-· a a a a, -. .. ,a...,--. ... ,_ .... , ..._ 
.... 

9 

,. 
• ..... 

- - .... 3 1 ,.,_ ............... . 

......................... 7¢ l'r .. 24', 

., ... ,.. ..... ,77ft-. .... _., r ••a.• 

... II 51 ?Je ...... laJ.aaf/lftelll ... , .. 24 5 fltte 

... -ro .. 11&1 t:•S?al-5117e-., ...... ... .... Ill 5tl1 If -

fll I' 17ft Pa, ... • • _.,._., •1 a a ..... • • 

..ua.er f/1 Ut _,._ ..... _.. " &tr f/1 II FUR 

........ 7 ..... 1 I, .......... , ........ ... 

.... • e J 14 a. .. 241 7 ., tte ,_. &. MOl •" I I, 

a. IU &•S?al-5•e-., .. -· ... - eU I I I a .... f!l ... 

.. -· - Wlf- ell. JJW .. _ a .......... f!l I II Se, ......... 
- e1?ft 1 uw .. tte 1a r, a ,., m 1 , • 12 r •• 

$ 11110 Wd t 1 2?11ts' VI U o.a e ·- f!l 'IIUile .. 

.... , ... 11esrll 
aHno.atte ... ___ ., 

5 I I I' 7'" S?W lW tte ,_$1 I f!l ... I 0 g' o .. 

---·· •• .. us .................... - .. , .... _,,, 

.... d .. I II le .. I Fltl Ia rr•l• teta. - , __ _ 

.. , S?ftl PI _. .. tte 2 7• fll •• IMMill~tnatr 241 7 

.,..., ... ,a 1, .. .,.,,,.,....._.,...,._ .. _ ...... 

.. .,. , 2 a' ..a& • _, • ., .. 4 m•• ., ., 

.,. 2 .... 9 ...... - - .. ., .. 

-............ .. •• ,, • .,a are~-. .. 

liS .... ., .. 7 So,_.. .. & 11 WI I .. IQ1 lHP 

................ 1 .................. ... 
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••• ,, .............. ,...
.... ............. ff/1 

.-u .................. ,. •·u -. ..... ,...1 1 

Cll Cs) ._.,. •• ., .. ,, te tae eseutus ff/1 •-..& 

re •• • •ails••"'- ,..., u .,I 'r .. 'W &II&Ja 'ff/1.., 

~ ..... - ~ llllall ............... - tl- .... .................................... ,.... 
u .... ff/1 .. -- ....... ,_ ...... ,, .... -.rs-....a ------........................... ..... 
ff/1 ... • I I llllall a.M ..... - .. UWIIIC fll ... .... 

.. __ lift ___ .. -1 a. ........ •11•- .. ,.,a •• 

............ 
(') ....... • II 11 te ... ali 1 I fl/le _. fW 

-·. a 0 •• JI&Uill u ........ 'r us"a 'fl .... 

ht '*-• • lw -· • I 0 PI " U-u U •s I .... 'r 

,_ .... Ill) fl ... lltt'•• •-' ...a-te..,._ 

-...& lift ff/1..,. ................... -r, ..... • 

... ff/1 ... -- ...u ........... ,_ ........ , .. 

,... aa .._lift*..._ .. _., ... - • u-
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE October J, 19~1 

To Be ore tar;r llorgen \hau 

'ROM llr, 11h1 te 

su'bJeot: Statue of the llex1oaa etab1lhat1oll and e11Yer 
11egot1& Uoll& 

1. Draft& of both a etab1llzaUoll agree•llt and a eUnr 
purohaee agre .. oent han been a pprond 1n plleral by you 
and 1n detail by UDder Secretary Sell aad other !reuury 
oft1o1ale . ~e llex1oaa negotiator - llr. IIOnteroe - hae 
1ntoraed ue \hat hie gonrnMllt baa aleo apprond both 
drafh. 

2, r111anoe ll1n1eter suare& 1e 11ow 111 Waah.1llgtoll, prepared t o 
e1gn the etab111zation agree .. nt 011 behalf of the llex1o&ll 
oonr~11t &lid llr. Konteroe hae beell authorized to eign 
on behalf of the Bank of Kex1oo. !beee eignaturee will 
ha•e t o be 011 an ad reterendu• baeil pelld1ng leg1elat1Ye 
appro•al 111 llexioo. 

3. 8tab111zat1oll Agreeullt 

(a) We agree t o purohaee puoe up t o tllo a1111o11. 
!bare ie 110 Umt to \ha .-aunt wb1oh oan be purcbaeed at 
an)' one tUe up to a total of t llo &1lllo11. 

Ill tble reepeot it differ• tro• the agree1110nt we 
had prepared with Arpnt1ll&, wb1oh prortded t or .Oll\lllJ 
.-ouot•. 

Although we agree to purobaee up to tllo a1lllon, 
aotuallJ \ha Bank of )(ex1oo will 'be able to ut111ze o11ly 
up to $30 &1111011 of the au. 'beoauee their la•• require 
thea to keep 25 peroe11t gold or f oreign exohenge u a 
reeerYe ag&illet the peeoe 011 depoe1t. 

Your obllgaUoll to purobaee peeoe u11der th1e agree­
.. llt •111 tertill&tl 011 June 30, 19~3 eub jeot to earlier 
termnat1oll bJ you on 30 d&J•' 110t1oe • 

• 

• 
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356 
tirtdoa of .... ~ 

a. .. anaa 

(lt} '!be 11aa1t of .. n .. ••' nJIQ'U&M U7 pe.oo 
UO taJ• ~tor tlae ro.o1p11 of aoUM troa 7ft repaJMa11 
110 M offoo'-4 1a o1z oqaal 1ao~ato 4UI'lai tbe aoz11 
noooo41ac lJO taJo. 

'lbe poooo wo ltlq •111. of oovee-. repve!laoo& a11 
111M pr1oo wo paU for t:bea M ~11 thoro wUl -. ao lou 
throap obaagoo 1o t:be ozohaap rata. 

(o) '!be o:nhup rata ahall M t:be lew York 
folocra]IIUo truofor raM oa llesiou peooo u4 tbe rat. 
of 1atoroo11 oball llo 1-1/2 pereeat per _. oa a. 
4&117 llohaooo. '!be laton•' rata M7 M rooooouo .... 
a' UJ ••Uac llo11wooa 111M parUu ooaooroo4, of wtUu 
tllere olla11 M aot looo 1lhaa no per 7ear. 

(4) .. noo :r••• to oake oo nbotaaUal ehaogo 1a 
4ollar-pooo rata o oub•op U4 to 1a11rootaoo ao Ulpor­

taa' ozeh•ap MaVol •a- •Ulloa' prortuoc '" wula 
aa opportoa1117 tor eoaOIII.ltaUoa. -.stoo tllrtber acroo• 
to liM tlae 4oll.aro a• a roYOlY1ol tiiJI4 to otalt1Uso Oo 
pe,......l.lor rate &M 11o o:ureho ctu 4111pooo to pro­
not tho poi'MIIoat o:dlalloUoo of tho 1'uDcl ao4 to pre•••' 
ouoll 1atoroal ourroao7 all4 ore41 t ozpaodoa •• woal4 
oau oo u lliiCbao 4ra1a oa 4ollaro. 

~~;;&!~~ ~ !h1o agrooMat 11111 M 1o 
111 il' ""''i Baalt of Monoo troa tiM 
hf.ora1 BIIMI"t'O llaalt 11tl1oll 7n w1ll 811thOr1&0 111ao J'o4oral 
~ ...... IMak of low York to on4. 

(a ) 'lbe }llll'ehaM agrooMDt w1ll M oa a 80lltb-to­
-t:al llao1o wuh Cho pr1oo t o 'bo qaota4 oa a 4&117 lloo1o 

U4 1M to11al obUpUoa to parohaoo lU1 to4 to 6 a1111n 
oaaooo por .oatil. 

( b) tho mau of ..UM ••' IIUP tho oll't'Or 11o a 
4oo1pa11o4 vauo4 111awo ala' or •••01 off1M d 111o 
r1ok U4 paJMa11 will bo aa40 b7 t:be J'o4oral oa 4ol1Y01'7 
of t:alo o1l't'Or to Oo a1o11 or aoea7 off1oo. 

ftllo o11YOr agro-11 1o a1a1lar w *• oao 1a foreo 
prior 11o 19,. oxoop 11 1:11&11 7" aro agroo1as to pvoh&M 6 
a1111oa ....... per .. a~ wMroao sa tho earl1or ap'OOMll11 

U ••• 5 a111.1oa ouooo per •ataa. 
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$IR}CTLY CC!!I'lDEI!TIJ.L 

DIW"'' 8/2S/4l 

(lJI.frers fi'OQ Drnrt 8/6/41 by lllinor e~~antes in Sec . B) 

AOP..E!::.ZUT Nde as of the 1st. day or 9ephaher, 19Ll, at t.~e 

CHi of •:oshington, District of Colonbia, bstv~ecn tho Secretary of the 

TreasufJ' of t he United St ates of America (he rei nafter called t he 

seeretar.·) , the !!onco de l.~exico ( he roinnfter celled the Bank ) and t he 

Government ot the F:epublic of Uexico ( hereinafter called t.:eldco) . 

\"il!E.REAS, the lliOnetary and financil\1 cooperation of t he Cnited 

Sta~s of werica and the Republic of l!ex1co and the s tabilization of 

1.1-.e United Stal-es dolla!:'-l:exican oeso rate of exc~~an«e '"'' i!:IDOrtant 

factors in nrooooUng tra<'e and in fosterina tho welfare ard friendl y re­

lationshi-oD of the two countries ; 

3f7 

1/0.7
1 

THERJ::FORE, in orc:cr to f urther· auch objectives and in 

ccns1dorat1on of t he nrenis as and of the mutuc.l covenants he roin contained , 

H is agreud os follov1s: 

1. The Seeretar)·, throuch tho ;.-•derd n~scrve ~ of tlew Yorl< 

as Fisecl J.j;or.t of t he United S tates (hcreinnfter i n its caoeci t:;- u; 

1'1sc&l ;.gent of tho United St..ltcs c&lle~. the i'edorcl) sMll, as borcin­

Lftcr ~rovidod, "urehase t:e:-.ic3Jl ncsos froa the !.'<Ink !ron tine to ti"" U! 

'"'<:Ucs'-Cd by tho l!<!nl< , the United States doUcrs l't'id therefor to bs u~od 

exclusivel y for tho pu,-,ose or stcbilizinc the ex<hanl:~ vol uo of the ::cx1con 

peso 1'11 th resnaet to the Unit~d states dollnr . T~.o totd t.MOunt of n~sos 

thus ourchnslld by tho Secrc tcry , excl usive of Qccrucd Int.<> rest t hereon ' "d 

of cny ousos ropu rch~sud , shllll no t c t ••11)' time oxeacd i n the £gg,..,~o to 

tho oquivclont of United Stetes t~O,OOO ,OOO conout<·d a t the r ate nt \'Thieh 

sueh l')~sos arfl! "'urch3sed r..s here-inc f tcr nrovid-.td . Th , p 1sos so .,urchascd 

S~.:.li be Cf"ll<l1 ted tO t.l.~ fedor.;l on tOP bookS Of the 1!1\nk i n < S:><'CiO.l 
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Sank of Now York of advice fran the ll<lnk by teste<! telocrnn tll.~t this 

~ccount ht.s boon croditcd nth a stata<l cmount of l!.lldcnn pesos , the 

Federnl will in tum, in nGymcnt therefor, credit the Bank in ·o special 

account t.o be ooene<l by the Federd in the namo of "Bonco de lleld.co , 

sn,'Ciol Account•, in nn amount in United Str.tes dollars equivalent, at 

the then orevailing buying rate of e xchange in Now York for t el ogrt'nhic 

tn:nsfers ot<y:bl~ in Uexican resos on l!exico, D. F., t.o the tCIOUnt in 

~ld.cen neaos .., credited to th~ <.ccount in t he nam or tha Fcdenll on 

tho bocks of tho 5e.nk . 

2 , Th•l I!..'Ulk shl:ll credit intdrcst to the sneeiel no so account 

in the nome of the Foocrd on the l.:l3t dr.~· of c~eh succassi ve month from 

nnd c rtor tho c!~te hcroof'. SUch intorcst sh~ll be con~utod <.t the rnte or -- . 
1- 1/2;: (one Md ono- htlt ..,.,rcent)net• ennurn on tho clr.1ly balMee of such -pesos in euch eooei;U. account r.s were nurchr sod by tho Seer<:t.<>.ry under this 

~r.'<!II1Cnt . Ttw t'lntt ur of IJ'.:. rete <.t r.lrl.ch th~ I3Uik alv.ll er<.ldit interost 

te such s,.x:i ol :>eso e ccount m<.Y be ""consid.Jrcd t.t :.ny I'IO~ting orovi<locl 

for in nrrngrcoh 8 of this AgNeaont . 

) . (o.) One hundred on<1 ci&ht>' <14;.rs n!ter the recei.,t or notice .. 
!1'0111 the Secroto.ry or the Feder d contdninl': auch request, the_ Bank sholl - .... _ ., 
reourcheso, or enuso to be ro;>urcht.sed (cn<l 1n the cneo or Lccrue<l interest, 

ourchaao, or cauao to be ourc b&se<l) , 1n six oqu~linst&lments nt the end 

ot each thirty-clny oeriod <luring the next auccoeding ono hundred ancl ei~hty .. .... " -
de;.ts, in United Sto.tcs dollr.rs (uUlizing, if noeosarry, the rold resources 

ot the Bt.nlt Md. ~xi eo) , b!' o.·~...,nte ot the FCl<l~rnl Reserve Bcnk of Now Yori<o 

(i) IJrS or ell ot the '>UOOO 'lllrohl:aocl b)' tho S.'Croto.ry 

through tho F'l!d::rnl 3.t the o:t~C r:.te or r.tea of '>xehenge nt - - -
which nuch pesos liON 'Jill'Chcse<l; r.n<l ..__ _. ...,_ ,. '"" -

• ' 

-• 
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JJr:: or ill or the - -'•o• -p-•aon' in• in•~ t ~· • " .. • -~ ~res 

nccNod en, and whother or not credited t.o , the srecial 

oeso ~:ecount on the books of the Pftr« in t he """'e of the 

Fodortl <t tho r.voragu rete of exchllnge r t which thb ?esos 

359 

I 

uoon Tlhich such in~rost tws r.ccn~ed, "'"ru ourchaaed by the 

Secratnry thrcu¢1 the Fodernl . 

(b) llotwithstf.nding t.tr-> forot;oinc , in the r.bscncc of such 

t r . quest b'/ tha S..cretarj• or th<; Fcdor<'.l1 oesoa in tho t.IOO\lllt of such 

tccruc'<l intcro3t shrJ.l oo "Ourch;s~ or e<>used t.o be ourclv\sod by t.OO &:.nk 

by ,..;-unt in Unit•. d Stftcs do:!.l: rs 11t tlto Fodor-.1 Rcoorve ~.nl< of Hew 

!olt. on tho lMt C.:y of ur.c!l succ~ssi vc thrce-.,.,ntha ' ooriod !1"0'1 :>nd 

oftcr the dr.t.o hereof ::.nd ,.oon thJ t cn:ll.Mtion of tlds /.t;reenent, ct the 

rato of uxctu:nge d escribe-d in subdivision (r )(11) of o~regmph ) . 

(c) The 2.foronwntion~..1d snecir.l o..:no :.ccount, th.~J oesos 

crc'<l.Hocl thereto (including intoreot), ond t•ll trr.nat.ctiono resnecting 

such ~ccount, r nd t ho oth~r obllg:: tions of the Bcnk t.nd \!oxico under 

this Agrt~ciMnt •ht.ll, in so fc.r •·• the rirht s , "o>:ers r.nd nri Vi leges 

of tbe Secl"l'tcry or the Fl'<!ercl CI<'Y thereby be rrtoct ed, tv> exe"!'t 

-rnd. 11!111\ll\ct from ttrrJ t:lXes , fees, ch.r.rttes , rost.r1et.1ons , end controls 

or MY rnoturc undor t.h« l..~Ws of lioxico or cny ooUticrl subdivision 

or tcxi"l: ou thori ty thol'!of. 

4 . Tha Bonk rlli'Y ..:tso ot r ny tim . t-y I!ICI•i~g ncymcnts at the 

Fodorol Rooervu Bonk of lien YoxY. ln Unitc.O SUit03 d~llnrs :>t t.he rr.t e of 

oxchance nrovidod in ot.r l\grt.ph ) , rc~ureh:.sc thJ tlCOOS described in ot.m -

rrc~h ) , Trit!'l ovnil.nble runds f ro::~ MY ~ourco . 

s. In th-:· ,wnt of nn:v fo.J.luru to rc~urchr.oe (or, in the 

c:.oo ot inw rcst., purc!l<.sc) th<: pasos "" orovidod in ~' rq:r::."h J or or 

cny ot.l> :r c.et, don-> or ooittod, not in rccorcltnce -rl th t.M "revisions or 

this J.&r.:®Ont, tho> 2:nVo sJ>:ll , if one! WhOn tJ"' Scc""Uiry 1 l.Ctiflg clirettly 
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or through the Federal, !_0 el e:;: by giving notico to the l!ank lmd/or 

t~exico to such etroct, ~ortl"!!!!' obligr.t ed to l"lourchr.se or cause - - _ .. - .._. 
~ cypurchaped .. or in the cese of interest, nurehnso or c<ouse to be 

ourohasod, ell of tho pesos nt n total purch·:so orico in Un1tf!d St.•t es 
''· ·- ~ ~ 

dollor s det <>n:linod 1.s orovl.ded in n:m.crooh ) by oc.ymont llt tho Ft<lcrol -Resorve Br.W. or Nuu York and the doll:~rs r.•Mininr in t he •Bnnco de l'<>xico, 

Soecid Account" slu-11 be Ntl>ir.oc! by tho f\."<la '".l Nit! t noll 'XI by the 

Secrotcry or tho F.'CiJr:'.l es ~ o:.y::~Cnt on ~ccount o r 'uch ?Urch:se nric~ . 

llo fo luro or dolr.;· on tho pt>rt or t oo S<.'Cret4ry in "xorcising c.ey of his 

rights, :>OWors , or orivUc~~:s in "hob o:- in o.·rt, undor this Agrement 

shllll con,tituW r ~iwr tln~of, or of r.ny oth~r rights, OOTiers or 

~rl viloges @r:.ntoo to t.ho :Jccret::.ry undor thio Agr3-:mcnt . It is under-

stood th::.t the F~du rol lll.ls~rve U.'nl: or II~YI York will ~c t onl y 's fiocal 

egcnt of thu Unitad Stotes in cnrrying out t his hgTO(:mont c.nd in doing 

erd porforndng r ny acts or trr.ns~ctions in connection r.i th this Agre...,nt., 

nrd thr.t it will not incur t ' ll,ll llr·billty t or 1ny tcts done or omitted 

oursunnt to in:~tructi"ns of th<> Secretuy. TIP Fod,.rcl is authorized t o 

ecceot e nd cct upon rny 11Tit1ng relr.t.ing to tho l)llr<:hcse ot D<!Sos und"r 

this Agre~1110nt or to the •s..mco d.: l.!oxico, Sooclo.l Account• T'hich is 

recoived by th~ Fudenl i n the nrnc of t~ l'r.nk end •1hich is toUevod 

by tho ~dwrrl t o:- I><: ~enul.nc , end upon .,ny c"bl~t;r~, r~dicr.r-...r. o>r t~lo-

grmn rolnt.ing to t ho forcgoinr,t 11hich 1:> rocuivJd \:y thu Fcdol':'l i n th? 

nrm of th? s.·.nlt :.nd •thich coni'olToiS to uld.stin6 or ruturo r rr..ngem-~nts 

Lirt>od ul)On botYICun thu ll:lnl; r.Jld the F~uml Rl.u,1 rvu !ltnk of llew York, 

or to nrron(tco:>nt3 hdr<>:.fter rgro<'<l uoon butw"3n the B:'nk nnd the F<:dord 

llith rvgru-cl to t ho wth..:ntic::tion or ublocr :II:ID, rediocr-.= or t e l egr-..!!13 

by tho uao or test numbers, end 1.ll 3UCh "ritings, ct.b:Wgi"UIS , rtcdio-

crou and te:Wgn>IIIS sh::ll bu bindinr uoon tho !lank <.nd Jluxic _o_. _______ ..,...,.... 
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6 . Wold.co ~by-"!c~n:litionally 8\1(\rant.eea u.o tu.ll per­

to""'"'ce by th& Bank of ell the obligations, duties and liabllitio~ -of the Bank under this Agree~:~ent and r.ny nrran~tementa made t>Ul'Sunnt -tt~areto1 
7. Any notice given by the Secretary or tho Fedornl either 

to the Bank or to lleld.co shall be dectlf.ld nnd tllkcn ne full not ice to 

both of them, and such notice =Y bo 1t1 von by the Secretory or the 

Fcdercl to tho B4nk at its h01:d o!'fico in l!old.co, D. F., or to l.:exico 

at the office of the !linistor of FiMnco of l!old.co ::t llcxico, D. ?., or 

to the Ueld.can .f.l:lbMay "t IT<l$hington, D. C. The B.'\nk £nd lrexico hereby 

mve Uiligence , orotest, notice f.11d dc'""-'ld or svory kind, exee~t ns 

ext>ressly provided for in this Agreement . 

e. l!exico. tho Bcnk and the Secretory ocreo tlwt at oe riodic 

-- -intervals of approxinw.tel y six months frCID t nd ~rtn r the da t e of this 
'" ,_ 
Agreement ( tho oreoise dates to be ~greed uoon) the re slv>ll be held -
• conference to be at tended by the reoresonteti ves of ench of such 

~rtios to discuss Md consider the United Stotes do~xicAA 
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peso rate or exchllnp, oroblocs of autud interest in eonncetion there­

with ~nd all other C>On<>tary, fin,r:ncinl ond cconcaic oroblc..,. of ~:~~tud 

interest . Tho Bank and l!<>Jd.co ngreo that, without oroviding the Secretory 

ll'ith e.n opJ'<)rtunity for consultotion, no subetr.ntio.l ehcngo in the United 

St!:tes dollnr-l:Oxiccn :>•so rotc of oxchongo Trill bo ""do, end no important 

exchcngo control mo:~aurea will be introduced. At ouoh eonsultr.tion due 

.. ... ----- -· . eonaider,.tion Trill be given to ,.u relev:>nt foctors, ospeci nlly to tOIII!"'re-

tive nritl> levuls. 'illO Bcnk r.r.d \!CxiCO furthOI' ~(tTCC thf.t thO dollnrs Mde 

avciloble under this Ar_reeaent wi.ll bo us\ld ::s '- revolving fund for the 

stAbilization ot tho axehon8<' v-..luc of th.J Olexic~n ouso with respect to the 

United St.Atoe dollcr, and thnt due dilig.,ne" will be exercised to prewnt 
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tiree to W.o 1\ll reasorutble "'""surcs to orovont llmi<IM'1111tod internal ~ur­
nmcy end crodit exnnnsion such as ""ul.d cnuse en undue dr>lin on the dol.l.nrs 

m&do nvnilnbl o hereunder. 

9 . Each of tho pnrties to this l.groonont shllll tcl<e end 

ccu.sc to be tt.k~n nll the n~cessaey mer.suros to e rtoctunte t he , uroosos 

r.nd intent of this Agree...ent end to provide or.ch othor with such intollii4-

Uon in their possession rektive to Coro1en exchUIIO trMSact1ons, 

stab1Uzat1on ooorations e nd other ""tters of .. tutl interest as is 

relevant to the orooor tunctioning of this J.iroor.>ent. 

10. Any obllg<ltion of tho Secreta~;• oursucnt to this Agree­

lll!lnt shell be conditional r.nd dependent u'lOn the nr1or oorfomnnce by 

tho Br.nk Md/or l!oxico of &cy obllgntions to bo oorfom od or Uab1l-

1t1es to bo dischtlrged by then, or either of them, under this Agre~ont 

and ney crreng<~e~cnts cu:t\o pursut.nt thereto . 

n . Acy oblig&tion o! tho Secrotney to ourcluao l)Csos under 
-'--~------- --- - - ~--· --:--=-~----~--~-...,..._..,. .. -.._. tcrc1113t1on .:t rmy U... thirty ~.,. n!tnr rocoipt by the l!ank of 11 

wr1 ttcn ooiZIUIIic<1t1on or tol egrom fra:> tho Sccrotaey or tho Fedoru to -
tlwt ertcct . Tho termin<'.tion of p.cy auch obU~ation or the Sccret<l.l')' 

sbdl not n!foot nny of the rights, nowera or "rivil ogos of the Secrete!')' 

or of tho Fedornl, or ncy of t he duti es , l1ab1Ut1cs or obligations 

of tho Bnnk or of \lexico hereunder, nll of which shell continue in effect 

until the Blink end llexico sholl ht.vo fully purtormed their snid duties 

and obligations and disc'Nlrso<i snid li:~bili ties. If on extension of the 

Ag""""ont ia egreod II!)On, tho !gre"""'nt shllll continu~ in Cull force r.nd 

erroct clur1.nl tho poriod t hus qtreed ullOn. ln the ovont that the l!ank end 

llexico wiah 1\1\ extension of this ;.g~nt, they will Jdve the> Secret.'\%')' 
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notice t.o thllt otreet i n llTiting <'r by tologrnc ot lout t.hirty do~ 

orlor to tho t el'T.'.inntion of the /.gro01:1nnt . 

12. Thio /.grooC!Cnt shell ca:\0 into onuretitln r.nd offoct cs 
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betwoon tho nr.rtios hero t v whon llexieo sh:lll rna Y:i th t ho St.t'tO Denr.rt­

- ·nt o f tho United Stctos a~">rot>riate doeur~ents ea tistc.et.orily QVl.doncins 

th J cuthority or th~ 1!.1.."11< :md l!exieo u.">dor th:J eono t1tut1on, lt..., , statutes, 

decrees and rogul.t.ticns o)f >:exic" • <.nd undur t l:o etctutca , by- low, regu­

kt1ons, resolutions and rules of tho e..n~<, t<• ~ntcr into t his l.greemnt, 

or satisfactori ly e videncing r <.titiet.t i un )f tho 1oc tien of the Bonk c.nd 

lleld.co in ont~ring into this J.gre!ll'lent . Th• 8Lnl< end J.:exico each for 

itself re'>reeenta end <.grees thct upcn tho delivury of tho t.foreccntioned 

d¢cumente 
1 

the exeeutie>n and W.li vory uf this /,~,... nr.ent aht.ll have in o.ll 

resoects boon duly ~:uth~rizcd or rc.tifi'l<l, and thi't nll r.cts, conditions 

and l ogol rcrmcli t i cs llhich should II< va boon comlot.od ori<'r to this /.~ree­

""nt bec~ ... in~t of filc ttv~ shc.ll ho.ve been ccr.Mlot<:d to required 1>:' tho 

eonst.1tut1on1 lr.ws , :-t4tut·.::;~ cic:cru~S r,nd N["Ul": t.it."n:S o! =.:exico, cnC. under 

tho st4'tut~a, ~J-U'-"" 1 roculoU.cn;; 1 r .D: lutior.O :nd rul: s of t!:D llnnk, ~nd 

in confomity th~rollith . 

IH 1/IT!IESS r.1l5l'.!l)F, t h•, ?nrtico hon•J tc II< va executed this 

/,greOf.lont in duolic.~to . 

SECRI:.'T/J\Y OF TI!E TRJ:J.!l!!Hl: OF THI:. UNITED STATES 

BWCO DE l!l:XJ CO 

~ ----------------------

• 
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BanCO 4e llaioo, S.A., 

lla1co Cit)", Malco. 

Dear Sin~t 

llUft ••• - 8/f>/ 41 

Mz••n\ to Pgnbyt Mlnr 

... n~ter t.o the co-\ioDII whicb the Secnt&J7 ot tbol 

,.,.......,.,. ot the 11111\ ed St.ata bu Md w1tb IIJ-, ADtoo1o JlopiDoea de 

1M liontenlll1 Np-'&\iW ot \be llaiOAD .tabueedor ill~ 

.... ( ~·#!, "'', dliJ'1nc .,.. ,.,t .-J. .J.1l nu\iw to U. puUM& ot llaiOAD aUnr bJ 
J 

tloa Ullited at.atoe. ... bee t.o ..tria• ,..a tbat w, u tiM&l aeeat ot 

tba Ullited at.atoe, .... - &\bmaed bJ tbol &eont&lT ot tba Tn&tv.r7 

to enter illto the tau...iQC arrua-nt witb JO'It 

w., u tiaoal aret ot tbol Ullited St.at.aa, will PIIJ'Obu• 

troll JOII clud.JIC t.ba -tb at '1.c"V"'~ 1 19411 t or de.linry on boerd 

.&MJ'iOAD a~r at Tara CNa or t or 4e.l11'ery on board. tra1a at 

lloDt.al'niJ, ~~~ ~~ ~ - ot .Unr D ... ~ II1Ded ill lleldco ill 

ntiDed .UTer bani ot the cu'-17 aisa, ot the clecn• ot tlm= • 

and oaJT71Dc the aJtta raqoa1red •tor 1ooll de.l1W1'7" ill the ...,. Iorl< 

artcat, 'llldob aooordi.JII t.o tbol procl'IIC\ian det.aa ari<ad the..- wn 

pi"CCdDoad 1n lla1oo cl'llri.DI .S'.
1
if• .1~ , '· •·' ~~ ,..,., .. • !-;, , 1941 

{bamDaltor ratai'J'ed t.o u O.UT&J'"), •• toU.Wt 

• 
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(a) Wt .u ~-,... ~ ..... ~, 1941, 

., te1VU&t *.~!'-.!'' ~ •• • a.-1---' et \Ill -.s.w naw., 
'llll ......... ~,... - *'- ... _, ., lil.w .. ,.. .., 

tl"'• td.tllb \Ill 1 ... 11 '11 lbl\atu., w a.U w u ea til&\ tq. IIIU -~U• 11111 lie 1a -.. et -.s.w .--. ..w per - et 111.- .999 

a\ .._...,., 1lldala td.ll • ep1 un•. 

(lJ) u - .., - ..... \Ill -'1> ., th,-k , 1941, ,... 

~\ \e ..u .unr \e .. a\ tale priM .,. d " .. 1a .... \alepwa to ,.. 

., Ula\ ..,, ,... u.u .. .nue ... w...- di.,.wMd ,.. MaiM 

01v ...- law ta. 4.00 p.a. :rwr ._ •t \be - ...,, aw\iac ~ 

-' et .unr 1III1U ;rw llllft • el.MW w e.U \e u. 

(e) fM ,.._,, '117 u et _, e'Mia ..,., .. 1 r .... :rw Hall 

,_, ... a ---- llel I - fw tale Ale "' JW ... plll'lileH 'lir ., 

• a.-1 181ft et U. MW 1\a\ee, et \Ill -' et lil"NP etaW 1a 

~ w'na u:, a\ u. ,.ua epa<"• tr1r tM..., nell \elqra u a.-

(t) 'I'AIIIaU. a\.,_~-··- \Ill d1ftlr ··=· 
"'eMil ...... ..- \e' lle eMasl, I 1 $ I \e •• \e _.. MW 1\aW. 

?lla\ er _.q aHlM u w ._ fedpwW • ._, 1\ wUl M ..U ....... 

\Mre td.tllb , .. ,.. ....... ., -- -- .-\ftl?\. 

(e)· y .. .-n- tM l'f.* et 1.- et u.s 1!11..- duUc 
"-<.\, , ... , ,... ..... w lieU .. __ ,_ ,_.., ]..- ., ....... 
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-"- e·~t -lr II' - Mull ...... • lw: 2•""- PIA' ... , atU it I' .... 

it. 'lltlate .t....U.11la at a a.!W ........... er ._.em., u lw:l~ 

.w.. ta ............. <•) ·~ ... ,.,. ...... -. eq1aa ateuw tnaa 

1111 eula 1Me er ...... ., 

(t) rw, ' !V U.. .u,..,. Pl"lluecl If' • u ataz eM 11:1..11 M 

... bJ' a elNi?l\ M ,_Ill '•ev lleella at U. -I'M\ pzlee Ill' ..... 

... puot}IMe, ............. - ......... \M Mli'fiii'J at tile .u- .. \M 

11111W ,....._llf.n w __,em.. .twtpeW liT •• I. t'lllen at._ ...... 

'IIL1le at laalic II' tile $ - I Q I 0 lp ..... "'' ....... r.nJ. Ill IM Ill* .. w 
el .. lnll • I 1p I .. - U.M ia .U ..... , all 1a ........... , .. M 

t ......... -~ te PI' n1 lu IM Ill* at ... 'fed:. MilT r-e bl• II' • 

"'- .. ,..... ........ --....... 
U )'W 1Ub M I dMr 1Mn1ac \lile II' Mteriac 1J1W I c!•UtJ" 

ua c 'ter tile ..til el Pa.u • lc • , lt41, _, fll' -'ll ta til*­

attel", '111.11,.. ~ .. ans.c - - .. _,_ ... 1lJ'I til .. at ~ ... ~ ( 

1941, ... --..,.. .... ~-at... . ........ -'llll1 

lltdH ,.. • - • rull,.,. tlleJ"cetMI' ,....I' _, _. aa a ' -w 
bt ....... , •• 

U 7W t1111 ..t1a te w, - Wtw • ...W M!illa, '1M\ U. '­

ltllllc u •• rt+'• te,... w eMl1 ~ * • a *' t.a .,....._ • 

lilhUlJic ,.. • ? 1t41, u -~w 'r rcq:""* •(a)• ...,., 

at tM .... G 1Me11 w, M .a-1 aa..n at \M a.!W ...... , 1l:l.ll fU ' I 

ail- haaa )'W .. w, M ... ft.-1 ,.,..., 1l:l.ll ~ fU ' I e&bw 

boa ,.. ia Ill ............................. el tlil8 :..M-
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T 

.A. telecraa of October J, 1941 troa the A&erican Con..U 

at ltwuoiDC reada 1111batantl.alq a o followol 

.A.ccor41n& t o report. in the :preu, beJi11111DC October 1, 

one-fourth of all the cnmmorcial trucke will be permitted t o 

brlDC ln co-cl.al carco whlch to two monthe Yirt ual ban 

on co..,erclal cargo, Ill a conTereation on October 3 tbie 

moaeure •• a t eapcrar7 one and that t he pcrwanent plan 111\e 

to acquire a perait io,....cl. b7 the 111111etr7 of !conoalc U f aira 

for all laporte of co,..,.cial goode, 'lbe 111niotr,. of teonoalo 

U faire would oertit7 permita to the t ranoport control author!-

tleo 11ho then would allot f reight apace a t ouch becaae 

aftilable for importa of tbie kind. General 'h l'oi"'PeJ>& 

~Gld alto that in Nonmber or ~cnber t he r ate of arr1T&lt 

at IwuoiDC would be increaoed to t .. nt7 thouoand tone 110ntbl7 

!rom t he recent nine thonaand t ona . General 'h 414 not ..U 

1 t clear bow thia •• t o be accoliiPll abed. General Til 

e aUaatea &bout three thoueand t ona recentq carried 

monthl7 t o Cbtul&ldn& along t wo (1). 
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By So.fe llaD4 

llo. W. 'l'. 1()49/104/41 

ile..r Mr. D1otr1ch, 

369 

Brlt1oh ~b~soy, 
Vaoh1ngton, D. C. 
OntobOT 3, 1941 

With reterence to -.>¥ letter "·'~'· 10'49/lOJ/41 or Septe01'Jer 29th, 
I am oendlng )'OU a tranolat1on or a decree r•O'J'd!ng t ho nov J.rgentino 
Zxcb.3llt,o !Wgulatlono in ceoe you u. .... not ltell It, 

In tho couroe or a perooDAl l etter reprdlng t heoe ~!Ulat1ono, 
our r epruentatiTo iu lluenoo .t.ireo oaid that be had rocol""d t ho i "Proooioo 
fro~ hlo coovaroation vith tho Central Bank 011 t ho oubjact that tho Bank 
va• propari nc tho ground technic:all.T for 11oro eo..pleto blocclng measure• 
if nlrcwootaocao forced the ..\rgentino Gouruent ' • hood, It later 011 
tho Ce11tral lliUllc ohould be l111tructod b7 the ArgentiDe GoTerDIIOnt to bl ock 
tho paao• corr oopondlng to r eci ttruncet to Axle coUIItrleo , thei r machinery 
l{()uld be Pt hood In tho .. rei,Ule.tlou to ucur8 thlt end without publlcl7 
pilloryiQS t ho to COU11tr1e s , '!'be proeent p Olicy or the Act ing Pretldont 
nnd Cabi net 11 to a voi d offennin:; the Axit Ill 8Jl¥ """' poeo1ble. O:hu.o, 
•hould tho Argentine Government be f orced to IOSko a ••oTe , a Yelled. pr o.. 
coduro vo\.J.d &j)pe&l ~o tho .. 

Hr. 1nu>l< Dietrich. 
ti. S. 'rreaaury Departee..o.t, 
Stabllhatlon Ot!lco, Roo:o 279, 
\/othlngton, D. 0, 

Cop;ya &111 to-4-41 

Your• e1ncerol.¥, 

f•/ B. J . Stop!ord 

• 

• 
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kenos Aires , 
S•~t.taber 1 , 1~41 

370 

lo accordance with Docroe No. 66230 , all remittances to countr•ea 
with wh ich Arsentina baa co~aaation or ~Dtnta t~reements (at nresent: • 
the Br itish :Empire , Gci'l>WlY , Spain and France) 11111t be effected through t he 
accounto ostabliahed in the respective a«reementa and t he mo~cent of !undo 
or aocuritiee outeide ouch accounts m~v on~ be offected with t he snec iel 
authorl•ation o! the Central !&nk. · 

ln order to aim:pl if)r the T'rocedure 1n re! ard to these l atter ot)l:r­
allono , t he Central 'Bank baa decided to t.llO" t he euthorl,ed ba.•t!cs, oubJe~t 
to the noeeeaary prior e~inatlon, to nuthorize direct the ~~licationa w~ieh 
~ be noaented to theo in accordance with t:\e TJroviliona o{i::tts circul.ar, 
111 wh ich, in order to avoid coniualon, all t:1e 'Orocedinc regulations a'O'Dllcable 
to auc.h operations have been rece.pltulated. . .. 

Onerat lona which ~ be autbnrl••d bY t~e belL~ the:selveo: 

( 1) TrAnafer a of !undo tbroue;b t he co:apenaaUon or ~oents accounta which 
.._ continue to be effected as hitherto ucdor t he conditions est~bliohod 
!or each ecu_~t~J ~ accordenee with the re«Utationa in force . 

• 

(2) Tho receint of funds (credi ta or eo.oolta) in the accounts In Argentine 
peace O""'ned in the authorized banlca in the na."::&s o! persons re sident in 
the countries affected by t ba ab~•e-!Mntloned Decroe , e1 ..... ,. "rovlded 
that auch reeei~ts relate to direct o~rationa between Argentina and the 
countr lee in which tbe respect i ve aceount-boldora reolde . ~ 

( 3) Peyment1 of !undo (debita or withdrawals) !ro111 t he e.cco\L~to referred to 
1o tho nrevlo,.s pa.r~ll_!b wheo neb l'w1~• are utlllled for: 

(a) Ree~lttancea effected through t ho co=peneatlon or JX';)'li:Onta accounts . 

(b) Tra.nafera to other accOW1tl in .A.r&eatine peaos o-yened i n th• e.uthor­
h ed 1>anJ<s In t oe naoeo of nerson1 reeident In the sa-::e couctry In 
wb l cb t he holder of t he account ! roo which the transfer is ~ reo14oa. 

(c) Tbe rolla.~ e~n~es , ~menta or lnvott:enta in the c~~~tr,y : 

CL~le and postage expenwea, t ax•• and b~~ ch~ges and co~iaalon 

Current eroendlture Arla1nc t roM prc~rty altua.ted. i n the country, 
belong ing to thO account-holder, which 1a admlnlatered b;· the author-
ized bank Issuing the nermlt. 

P~mento to lhi~plng companies and agencieo and ahlpa 1 ca~ta 1na ~ro­
vl~d t he fund• ere requlrod to meet the expense• of ah ipe In 
Ar&Ontlne ports. 

Pe¥~nto t o Insurance coopoc~loa eet abllobod Itt tbe eo\IDtry ~ovlded 
auch ~~ments rel• te to the tulftleont of re-insurance contracta. 

'r.)o purchaoe of Ar;;entlne bonda u d IICUrltlea prorlded they are 
depoalted In t he """'" of tho '""' ..,co\ID~holden • 

• 
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(II) 'lU ... tbori.-4 'baDka will uto ... tM O•tral llt.ak tortll1&htl7 in rep.r4 
t o the pemite thq ban crante4 ebo'll'l.llc the _ ..... h ot, and r .. eo ... tor, 
the oper ation• cOYwe4 'b7 paracrapbo (2) and. ()) a'bo're, 

wa tiona ill re 

(1) All t""'aacUona ill the accouto referred. to ill Arsentine puoe *iab 
aro not e:~~Feoal7 4Mlt with ill the precetus :po.ncre.pho. 

(2) 

(J) 

tranlfwe ot tWI4a to tbe OO'O.Iltrleo retened. t o wbiab ~ not be effected. 
tAro~ the co~~pe.,.tion or papeDh acco=to nor throlllb the accounto in 
AJ'pDtille peooe aboT ... retarre4 to. 

1'11th4ra.alo troa the acco'O.Ilta 1l1 boftd.a or oecur1Uea ..,d acCO'O.Ilto in tor­
eip CNrreDC1 .. op•e4 1l1 tbe uaeo of peroou r .. td.ant in the cowotri .. 
aboT ... -.pec1tie4. 

(II) RemittaDoeo of all cloueo ot bond.o or oecuritiu to peroono clolll1e1le4 iD 
o\IDh cow:~tr1• •• 

Obazlc•• ot a44reaa ot hol4ero of accoUDta oubJect to the proTioiono 
of Deere~ llo. 66230 -., oDl.T be r e,;!otere1111 tM reepectin aecoUDh with the 
prior antbori•UoD ot the Cmtral llaDl<. 

,*_. •. , . -~ ... 
h ;·. 

' ' 
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PARA.PHB.l.D 0J1 m .mpav DIWtZD 

!0 I leoretaey ot Btete, Vath1DCton 

»•UD• Ootober 3, 1941 

lfO, I 453 

l!riiCfLT OOUDml't!.Alo 

!be local l'ep1'8HD\aUTa ot \be O..e ~. 

Jorp x.abert, cla1ae c ... W a •olal lleeDoe to thlp 

to lleUa aD4 th2.t \bel'e ver• oUll to eoM torvari. three 

pleceo ot :oacb1aeJ7. !he ca..,. h eo tlacl'ut that lt 1o 

hart to bellne that llcanoeo wo...U han been g1Tan. It 

thh into,...,tion h DOt correct it ie reoomen4e4 th3t 

cono14erat1on be g1Ten to prooecutiDC cr1•leall7 the Caoe 

Co~ tor Tiolatinc the lreesln& Control Or4er anA the 

Prelitent'• Proclamation ot JU17 17. It h AJ.oo OUU"t•te4 

that llcm .. l be DOt grante4 t or thix-ente oobieh are 

pdiDC· On the Unite4 lruit CoiiPID1 eteu:thip .Al>anwu 

a chip~ut ot ee~ Talne4 at $807 troa Charlee Parker 

ot !lev York -• reee1Te4 'b7 !!elk on S~teabar lS. 

e~l~ 1 1 

• 
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Socrotary ct State, 

laoh1n,tton. 

3659, Ootobor 3 , 9 a.a. 

llerllD 

:Datod Octobor 3, 1941 

noo•d 10o09 •·•· 

ln a apoaeh ltr .BAi ieh !conoeico IUnhter 1\mlt 1n Dreocien 

373 

on Sopt•bor 29 reported 1n the local prooo ot laot Jli&ht and 

thh aornin,t ho aooertod once •oro t hat Go"""'7 wished to carry 

on tr...S. with other nationo but roqllirod that t he entire !\lropean 

econo111 bo directed excllldn)¥ toward tho realisation of con­

tine ntal i11ropean intereota. Ho otated that the inatitllt 1on of 

pr1Ya te proporty and hence aloo pr1Y&te torao ot ontorpria& , 

pr1Y&te 1n1t1at1Te, and the roopono1b1l1ty of bllo1neaa i t self 

_...t bo riCOCDhOd b\lt altO pr1Y&tO riak. If there were DO rial< 

peroon&l .. b 1t1on wOilld bo ot1fled. l'lmll: ota tod tllat there hod 

h .. D plano botoro the war for ch&zl4eo 1!1 tho corporatin orpz>i­

aaUono of blloineaa but their real1aatlon hod boon postponed bo-

C&llOO ot tho war. 

:rw>k opokw yery otron,t}¥ o.p1not tho Yin that •money ia 

not 1eportant.• All aonr,r oot free by rea t r1ct1ono on consumpt ion 

II\IOt bo 11004 for war tinancln.t• !bo recent m ... llreo on the Bollrao 

wore, ho aa1d, not at.ed o.pinot l'nlliDO 1nnotmenta, bllt aca1not 

1nnot•onto in atoca ot which o~ a l1&1ted q0AIItlt7 1o anilablo 
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of tOII]IOr&rU~ i 4le 1'wl4a of ,...,. prot1ta DOt :rot •ot:t..d.• . 'lhio 

bo oaid. le&da t o a f aloo evaluation of an ilrpntant )llll'\ of t ho 

110t10110l wo&lth, eollfllooo \be oituat1011 u reprc!a :ylelc!a, and. 

ci••• an entirely f aloe p1eture of t he profit poaa ib111tieo of 

tho Gorman ocOOOIIIY• !he Bouroe 111111t bo kept in a condition i n wh i ch 

it can continuo to function eioco it 1t ver:r I.JIIportant to 'll'&r 

financtnc. The recent &urae IDIUu.ree ,ro••· he 1&14, that no war 

protito will bo tolerated.. lie atatod tbot 1ntoroot rates could 

not bo c!acreued further without dhcouracinc oavillp. l'ucl: said 

that d.ecanc!a on bu.a1neoo would 1ncreuo and. nn 41fticultieo wonld. 

ar1 .. and. bo onreome. Genoan:r, bo t\atod, hat only one goal and 

that 1t victor:r 1tb1ch meano a haPW fUturo for t ho German people 

and. a free micht:r Greater German Reich. 

Proaa co~~Dont on Funk' o epeech oaphatiue :perticulo.rly the 

otatementa made acaintt und.el'-eYaluatio~ of the role of Mnoy &Dd 

tho nocoaaity of lllllld.n& all fv.nd.t aniloblo for war financin&. Hit 

ototolllont that war protita will not bo tolerated. 1t interpreted to 

aoan that atUl other .. ana aiel>t bo oaploJod. to prevont tboa 

oithor throuch price or taut1on poUey. 

IIOP.l!IS. 

1IPL 

• 

. 
• 
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Secretary of 8tah, 

15116, Ootober J , 1 p. a. 

CIII.T 

RoM 

Dated Ootober }. 19~1 

Beo 14. 1015:5 •·•· 

liT 4eoree pu.bl1ahe4 u. tu Otf1o1&1 O.••U• 
of Ootober 2 tu Kl.nhhr of 1iar 11 author1•e4 to 

•11u.ae oblt.ption• for een1cu et cetera 1dep1114· 

1Dc on tu etate of w.r• up to an additional ... u.nt 

of tweatr-fou.r billion lire tu •••••.arT appropr1&tiODI 

•• aaa4e4 to be wcribed u. tu ~t. 

pre11nt authori•Uoa 1a gina llitbiD tu paarel. 

prOYitioDI of • 4ecne (uaaber 27) ot Janvarr 1}, 19~1 

llbioh ....,owen tu 111Dieter of '*'r llariAI a.D4 .A.ro•u.t ice 

to effeot paJMDtl nlati.ac to coat:raotl reprueotiac not 1111 thlla 

tWIDt7 alllioa lire -, 11~ auaual oert1f1catee 1A 11rie1 

oOftrlac perio41 aot axcee41Bc 10 JIUI• 

leolpi•h nquiriD« cub oan fillaDCI tb.euelne 

llitbiD lialh to be 4eteralne4-, tbe r~ lll.nieter 

"~riDe 

' 
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+ 115116, Ootoller J, 1 p .a • . troa ._. 

by eurreaUrlllc the cerUtioatee io the •colllort11111 

for Mw.ncee acauet hdutrtal IIIIIWUlll. • 

BILLIPS. 

LC Oop7 W/1{141 

• 
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J'RCII: AllEiliC.L'I ~SSY , ROUI 

TO 1 Secretary of State , Waobin&ton. 

DU!iUl1 Oct ober a, 1941 , 2 P••• 

NO. 154? 

CCtiJ'lllEli'l'IAL - NO!' l'OR PUBLIC.I.'rlOll 

Reference 1a 11848 to 1111 October 3, 1 P·•· 1 ao. 1546. 

Si.ru:o this decree wu 4&to4 .t.ucuot 31, onl¥ two nontha 

after the beginning of fiD&IIci&l :JO&r, tbh ~ concobabl:J 

bo of r eport t bat Gonrnment 1a opondin& t wo1n billion lire 

montbl:J u ment1onod 1n 1111 Soptoaber 29, 11 a.m. , no 1504. 

PHILLIPS 

cow: bJ 11().$-41 
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~ERSOliAL AND 
SECRET 

UITIIH IM8ASSY, 

WAS HINCTON, D. C. 

October ~rd, 19 41 

Deer Wr. Secretary, 

I enc lo ae here 1n f<r 

your personal and secret info ·ma t ion 

a copy of the latest report r eceived 

f ro:n London on the m111 tary situa tion. 

Believe me , 

Dear A!r . Secretary, 

Very sincerely yours , 

Honourable 

Henry ~oroenthau, Jr . , 

O: ited States Treasury, 

Vlashington, D. C. 
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?nr ·o mD~or to~pado boata sup~o~ta« 

b7 ~to~ ~~ bosre at t aoked ena~ eonvo7 

oteam1ng w stwtU'd tru•oush bt~ll ta or Love~ 

ni _;ht o t· S<tptaxooe~ :l(Jtb-oc totNr l e t , and 

aaoort1nc tro~l•r •~• proba bly IUnk. We 

eu!' f e 1'8d no oa.ua tioa. 

R3S! I.l. 

Jt1a:.•1a:l• a t .ib'bolml:f 1'8a1a t1n.:.. Oor.&, 

tbr tat !'roa .'olUVI' tO"IU'de !Qlarkov aDC1 1n 

al1topo . area appMJ' to have h6 l n up U.rm&D 

ad-· 
RO)CAL AP' rep :1 , 

Sapteo be• &Oth•Ootobur lat, o.,r 

180 a.iroNtt Mnt aaainat .. !!lluf. &tattSa 

ChiiJ'booUS and t'IIJ\t... One dron.tt at••lnc• 

• 
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TREASURY DEPARTMENT 380 

DATK Octo'Mr 3, 19111 

STRICTL V 

:a.clltore4 otnlillc tra1111aot1ou of the r•rtillc bull:a wre a o teUow 1 

Sold to oo-ro1&1 co11oo1'111 
Purob&u4 froa •-ro1&1 oOIIe1'111 

tll7 ,000 
£ 9,000 

OJ>-11 -.rlr:at atn11Dc w e quote at ll .03· 1/2 .. , t of the 4&7, &114 ..a.-.a. 
t o l!.OJ-3flj at the o1ooo, !h.o olll7 ...,.rto4. tr&llll&cUODo colllhh4 ot £5 ,000 
:p\IZ'd>&ac froa a co-rc1&l coDCo1'11. 

!be Cu'b&ll peao, Which b&o ahOwn a flra tolldaDC:r for au;r wob, t.prDTK 
to 1/sf. 41aco.mt to4a;r, the 'Mat rato 1.11 aoftr&l ;raan. low York bull:a u:proooc 
t ho op11l1on thet the peoo w o otro..,, &114 would oo11t Lllu. to ohov otroncth , •• a 
rooult of tho lli!Proftd oucar dh•Uon &114 oxpan41QC ,,.r oxporto. 

In llow York , c1oo1Dc quot&Uou for the foral&ll curr011cln Uoto4 'M1ow 
voro ao tollowo • 

Calla41&1l dollar 
Arp11t11lo pooo {froo) 
Br as1l1&1l allrolo {troo) 
Co1oab1&1l pooo 
ICartc&ll pOlO 
U~ll peao (freo) 
TOIIOIIWI1&1l bo1h&r 

11•1/8~ dloCOUIIt 
.2Jljo 
.0505 
·5775 
. l!I)]O 
, ljlj]5 
. 2100 

!h.oro ...... lllO pvcha••• or o&loa o.f col4 atfootod l>:r ... vltb forolp 
coUIItrloo tod.aT. 

llo now &014 OJICliCe•nta wro ..-ported. 

In Lolldoll, apot &1l4 torwr4 o1l•er prlcoo ~1ne4 at 23-l/24 &114 23-7/164, 
roopoct1n1T. !ho U. s. oqu1Y&lento wre 1!2.6U an4 1!2.55+· 

Tho Troaaurr'• pvchooa pr1co t or t orolgn ollYor wao UIIChall&e4 at 35+· 
l!&A4:r &114 II&,._,, 1 otUo•nt prlco for fordcn o11YOr wao alto UIICh&QCe4 at }!j.Jfl+;. 
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RES'IYUCTED 381 

o-.2/2657-220; No, 509 II.I.D., lf.D. 11:00 A.W.., October J, 1941 

SIIDATION REPORT 

I. Eastern Theater. 

Ground : RussiaM claim t he capture or Stryelna, west or 
Leningrad; aleo making etrong attacks southeast or Leningrad , push­
~ the Germans back to the Line Kolpine>---$chluesselburg. 

There is no rllrther news trom the Central Front. 
The OerCl&n.O are apparently feeling their wq tor­

ward north and south or Kharkov and east ot Poltava, reporting the 
capture ot a town 78 l:liles oouth ot Kharkov. 

Russian• are still holding the narrow bridgehead 
wes t ot llelitopol and holding the German advance on the Crimean Penin­
sula. 

Russians report that Oclesaa bas been reinforced 
by a division by sea. 

~: Berlin says that the German Air Porco is playing havoc 
with Soviet communications in the south, smashing at vital points far 
to the rear of the main battle line . 

IJ, ·.restern Theat er. 

Air: Nazi war planes last nisht raided targets on the east 
and s outheast coasts of Britain, in aMWer to the recently strengthen­
ed British offensive in this theater. Newcastle was announced as the 
chief target . 

Action against Brest. and St. . Kazaire, on the occupied 
French coaat, teatnrecl the British action in last night's operations. 
&ach aide claimed losses ot six planes tor the other during the day•o 
operations. 

III. Uiddle Eastern Theater. 

Ground: No action of interest reported. 

Air: Italian planes attacked British air bases on Cyprus 
for the ee'Coi'id consecutive dq, Other Axis raids were made on Tobruk 
and llatruh, while the Bri tioh again borr.bed Benghazi. 

RESTRICTED 
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