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- :a -
Book P-co 

lloolng J.l.rcrat\ 
loo Var Condl ~lono: .Lirplaooo 

:Srondolo, Louio D, (Juat1co, Suproao Court) 
Achoaoo and J'raoldurhr uiDlll'ko at tunoral 

OOTTlCOO - 10/7/41.,,,,,,, .. , .... , .. , .. ,, · 
HHJr'• 'appreclatlon' aont to Rabbi V1ao tor 

Oo1,1op: Su Book i§!, P&CO 86 
a Rabbi Wloo'o note o! thAnka: 

Book ~. pace 10!5 
HMJr'• "appreciation• for New Palaatine: 

Book ill• P"«• 328 
Bualnooo Condltlooo 

H&at ••~r&Adum on tituation for week tn41ng 
October 4 , 1941 . ........................ .. 

Cll1oa 
Soo Var Condltlono 

Cout Ouar4 
Set Mor&enthau, Henr.y, Jr. 

- c -

Corre~pondenct 
Mrt. Jorbuth 1 t reaume': Coll])laintt and cona1darat1on 

thereof d1ocuaoed by ~~r vtth Tbompeon -
10/6/41 .•••.•••.•....•..•.•..•..••...•.••...•..... 

- D-

Dofoooo Sevlogo llonda 
Stt F1naneing , Government 

-, -
fiD&nCl.ft&, 0oYtJ"DD8:lt 

Conference: present: HMJr, Bell, Morrie , Baat, 
Kadle7, and Murpb7- 10/6/41 •.•.••.••••.... • .••.. 

a) Pootal Savtnga Syotem - Iovoatmeot Account: 
Morrlt comorandua- 10/4/41 • . •••.•..••.•...• 

448 

b) Pundt ad.mlnltterod by Secretary of Trooaury -
Morrla memorandum- 10/4/41 ...••.•.••••.•••. 

c) Current lnvettment progrAm for opec1al ~ 
notea held by Poatal Sev1n6t Syttem, federal 
Dopotlt Ioaurance Corporation, Onltod Statet 
Government Lifo Inaurance Fund, Federal 
Savlngo and Loan Insurance Corporation . ..•. . 

4) Conaideration of interett rate re4uet1ont on 
opeclal obllgationt- Haa• memorandum ....••. 

Opoo Market Committee conference- 10/7/41 •.••••... 
a) Commonto received !ro~ do&lert and bankt by 

i'edor&l RoteTTe J!ank of llov York vlth regard to 
nov 2-3/8 Treatury bondo ..•..••••.•••••...••••. 

b) Radl07 caoranda ............................. · 
e) Gold onvo l oer ••=orL~dua on 1on&-t1at flnoneln~ 

pro~ram ........... ........................... . 
Lovlo Dougl8t consulted by HKJr - 10/7/41 ..•. . .•••• 

264.265 

148 

144 

82 

2 

5 

5 

90 
209 

• 

Regraded Unclassified



- r - (Couiou4) 

JlAAAciDs, Oo•UU~ODt (Contlouo4) 
Der .... S&•tnc- .Bonde: 

Jield Orcaoisation !eve Letter, •o. 20 -
10/4/41 .................................... . 

r ood 
lee War Condi Uons: United ICiftSdna 

Jraace 
See War Conditions: Gold 

- 0-

Gold 
See War Conditions: Gold; U.s.S.R. 

Latin Aaorica 
Muico: 

- L-

Loan diecuooed b7 BMJr, Welles, Bell, Joler, 
Bornotoin, and White- 10/6/4looooo•OOoOOO 

Suarn (finance Mtniehr ) &ad Aabaooador 
lajora , tos other with Collado, of State 
Department, call on lll!Jr, Boll, and Whlto -
10/7/41. 0 . 0. 0 0. 0 0 0 0 ....... 0 •• 0 0 ..... 0 0 .. 0. 

Announcement dlecuooed at 9:30 meotinc-
10/9/41: Soo Book !ii• paso 200 

a) Silver lnduetriol ueaso in United 
Statoo nov up to 80 million ounce• 

- M-

Mozico 
s .. Latin Aaorica 

Morconthau, H.....,., Jr • 
.Urplano accident dhcu .. o4 with Jon .. - 10/6/41 •• 

a ) Waooche'e loet ructione on futuro !licbt•-
10/7/41 •• 0 0 0 0. 0 •• • 0. 0 0 0 0 0 0 ••••• 0. 0. 0. 0. 0 0 . 0 •• 

- 0-

Odlum, no7d 
See War Conditione: Office of Produntion Manaceaent 

O!f1co of Production Manasemont 
See War Conditione 

Poland 
See War Conditione 

Po t tal I&Yln&t S7t t .. 
See :rtcane1nc. OoYern.aut 

- p -

10 

97 

141 

259 
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-.... .. -.naloa 
..... hotlh .... 

-.- ......... 
Paneraoa (11a4c ...,...\u7 ot liar) \aa\w.;, • 

ro1er .... ~- 10/1/41..... . .......... 11 

-·-
llbar Pvollaaoa 

loa LaUe Aaorl•• llmoo; !lor Ooa41Uooa 

tasaUoa 
looln•ulntoloa 

t.,lor, Wllllaa a. 
... !lor Ooa4Hl ooo: Ch1u 

u....,l.,._\ a.llot 

- ' -

-u-

Work ProJooh A4al.llhtrartoa !or v"lt oa41Jic 
ltp\•bv 34. 194:1 . .. . . .................... . 

u.s ..... 
Baa War Oon4Hloao 

UaUa4 lla~oa 
lao War Oon41Uoaor Mlllt&r7 Pl 1W11Jicl Uol\a4 

llnc'Oa 

-·-
War Oon41Uoaa 

.A.irplaaoar 
-..paooh to U.He4 fi~ ... 4 .,,.. ...... 

•-4• - llr1Uah .A.ir eo..taoioa report -
10/6/41. ••• 0. 0 •••••• 0. 0 •••••••••••••••••• 

a ) loa1Jic -'l&f&etllZ'o of Jootoa IU1 o 
qmaatlooa4 b7 ~cit •••••••••••••• 

Gklaor 
1'aiUiao Pronoca: StalllllooUoo Joar4 Aaorlcao 

Al\aroata Willi .. B. t.,lor report• oa 
ooatt,taa•- 10/6/41 • . • •... . •••• • .••••.•• . 

axobaoca ..rltat reaa.~ - 10/4/ 41, a\o •. ••• • ••• • 
:llpon Ooatro1r 

lbporh ot patrol.,.. pro411cta, aor11p lroo, u4 
aorep ohel troa 'UoUa4 ltataa to JapM, 
boola, lpalo , ... a Grut Brltalo, v.-
..ti.Ac Oo\Obu •· 1941 .•••...•• .•...••. • ••• 

Oo14r 
laalt ot J'raoca lt.ol41Jica aUll ill J'r•oll •••' 

.Vrioa - ••uc• troa ....,1_ Cooaalata, 
Ililkar - 10/5/ 41 .... 0 0 ••••• 0 0 0 0 ••••• 0 0 •••• 0. 

1113 

lU 

lU 

161 
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- •- (ao..u.a..-) 

War Coii41Uou (Coati.DuD4) 
MU1\aJ')' PlMn111CI 

a.,ort troa LoD4on tna-u-. 11J Oalp\ell -
10/7/4.1 •• 0 0 ••••••• • •••••••••••• 0 ••••••• 

otflce of Pro4utloa "e··s•••'' 
041ua (Plo74) ........ -. 11J !reaftl')' of 

coopora\1011 1D .prea4111C worlt pollql 
!'ireo ucl \uboo - ooo\raoto lllrea47 
awar4D4 tor dx acD\hO boei.JIDI.Ilc 
October 1, 1941- 10/6/41 •••• • ••••••••• 

a ) 041-lllloJr ooD•oroaUoa - 10/8/411 
ho llooll:: f!i, pace '71 

Po1Mcll 

b) Jarurcl-liii.Tr aoanroaUoa - 10/8/41: 
Booll:: iii• pace 73 

c) lllloJr'o 1ottor to 04laa- 10/14/411 
llooll:: ~. pace 337 

.&ccouat v1\h .llxport-lloport ..W. cl1ocuooD4 b7 
Joaoo aacl lllloJr - 10/6/41 •••••••••• • •••••• 

Purchaotac Mtootoa: 
1D4orlll leoorYo .llallll:: of Jw Tori< otat••t 

ohoviac dollar clioburoMODh, wool< oadt.nc 
S~t•b•r at, lMl .•• ••..... .... •••••...• 

Toot1DC ordor ollloo- 10/6/41 •..•••••••••••• 
111Yor Purcbaoool 

D1otr1ch roo1111o1 - 10/7/41 ................. . 
u. s.s.1., 

rtnMeilll pco1t1on 41ocuooo4 b7 BMJr, Vo11eo1 

Jo11 , 1o1o7 0 Jernote1n, Mel ~ito • 
10/6/•1 •• 0 0 0 •••• 0 •• • •• 0 ••••••• • •• 0 ••••••• 

rtnaac1111 arraac••nto botvooa 111>1to4 liJ>Cda 
and 0,8.8,2,, and On1to4 ltatoo Mel O, I.S,R., 
1nolY1ac &Old pqaonto, 41ocuooD4 b7 lllloJr, 
B111l, Jonoo, Bopltino , and ~to - 10/7/41 ... 

a) lllloJr-Bopll::1no eonnroaUOII - 10/S/411 
.looll:: !iio p&«o 5 

1) lllloJr taill II'Ciaoiao o •$60 a1 U 1011 
vor\h of Mtar1111 road7 llOV; 
$50 a1U1oo I.D &Old can bo 
4ol1nrD4 &ll7 U.ao clvi.Jic aoxt 
oix .a011tbo1 

b) B'lll1-HKJr con•oroattoa - 10/8/411 

Booll:: w . -· 68 c) Cb&rce' 4'Ufa1reo aad proo14•t of 
A.atorc 4100'1100 vi \h BMJr car co of 
two II'Ciaoian ohtpo on YO¥ to UnUM 
ltatoo - 10/9/411 Booll:: jii, pacoo 
322, 333, and 31M 

On1to4 lined• 
rood o1tuat1on ao 4oocr1bo4 to lllloJr "' Coo 

ropoatD4 at Cobi.aot - 10/6/41 ••.••••••••••. 

Wort ProJocto .t.4.ai.D1otraUOII 
ho OauploTA•t Boliof 

• 

... .. 

142 

1M 
169,170 . 
266. 

108 

157 
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1 
-··~.t.~.r.d.aJ:LllQl'.clllliSJ•blllllllll-------

ltt&c.lted is 4f'ta •cnt reoue"ted eoneernhue 

l , Pootal S..'lin~ bnnd• h•l~ ,. the 
Postal Sa'linco S•ot.m. •nd 

?., Rel~tl•ol• laT,._ bloe~• ~f ".s. 
~ondo, ~-?~~~. 10~~-~ hol~ b• 
~arlou• fun~• ~•1nloteT~ ~~ 
the See~et~· nf th~ ~re•~rY. 

From: ns.,e v KQTTI• ,TT, ~ 

• 

' 
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TREASURY DEPARTMENT 

WASHINGTON 

October 4, 1941, 
l 

~~: I 

'ro ~Ill. !lORRlS: 

REI I nveetcent Account - Poatal Savings Syot•• 

Poatal Srvi!!4lo Bonde - $Jl, 68J , OOO. 

!'ro::~ 1910, vhen the Postal Sa rlJ>«S Syote:a was eot:1blhhed, 
until July 1 , 1935, any depositor i n a Poatal Sarla&• depoait "l7 
co-JJ.d aurrendar hia deposit , or ....... po~rt thareot, in owu of $20, 
$110, $6o, $110, $100, etc,, nni recti ve in llw. of sw:!l su.rrendered 
4epoaita, un4ar regulationa eatab11ahed by tho Board o! Truoteea o! 
t he Syate:a, the 8QOU4t of the aurrendered depoo1ta 1n United Stateo 
coupon or reghtored bones of the deoo:~1nnt1one of $20, $40, $6o, 
$80, $100, and $500, bearing 1ntereot a t the rate of 2-1/'d- per 
anm•••• pe;Tnble oe:dannually, and redee.,..b1e at t he p1eaaur~ of 
the United Statea aft er o~e yetu' !roc date " t 1aau.e nru1 payable 
20 ye:1r• froo euch dAte. 

The 'l'renSUr"J 1uue4 two oerlea o! Poat<U. Savings bonda 
ench yenr , dnted Jal\\la.17 1 and July l e Pllrther iosues of the bonds 
were prohibited aft er July l , 1935 by t he &.nking Act of 1935, 
epprovod Februnr-J 4, 1935• 

Po a tal Snvi~a bonds outator.cUng July 31. 1935 ==ted t o 
$122, 000,000 anc! t he 800".u>t outato.nd iDC Septe:ober 30, 194o •"BS 
appro:dc:>te1y $117,000, 000, The honda outotond1nt; v!.ll rua ott 1n 
the next 14 yearo, Of the a=unt outatnndint; about $31,000, 000 ia 
held by the Poatal Savinga Syat•, $14, 000,000 by 5, 803 co=ercl.al 
b&Dlta , nru1 $l , OOO, O:xl b:; 570 !ire, CAaualty and aar1ne l.nsur!ClCe 
co:opaniea vhich report their ovnerah1p ot Govern:ent oocurities to 
th<o Troaaury, The balance of $71, 000,000 h held b;r oil other 
1nYeatora. 

The bonds held as invoot::lonta by tbo Postal Sovine• S:rat• 
vero Acquired under the r egulat lona of t he Syatem vhlch provide t hat 
UJ)On the "Pl>lication of any bolder o! Poat QJ. Savin;;a bonda the Board 
of Truoteea v111 purchAse t hee at their par value nnd accrued intereat 
to dnte or purchaoo, After purchnee by the Board the)' IU'e hel d until 
""'t u rUy, 

• 

• 
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- 2 -

~7/sf> fre&!IU!'l Joa4a of 195'j:6o - fl6z.OOOeOOQ• 

!ho 1a.rp uou.nt of a-7/sf> !rMftr7 Joada of 195~ bol4 
ln t ho lnnotalllt account of tho Poatal SaYlnp S,at• aD4 other 
ln'"'"'"'' accou.nto lo dua to two oltuaUonOI (1) 1lboll tho !rMOIU')' 
purcbaaea aacurltlea on t he matket for l nYoataent accounta lt 
aut borbea tho pu.rchaao of boado on tho baolo of the hlllb .. t yb1da 
obtalll0b1e at tho tlae of pu.rchaoe aD4 for a 1onc ~lle .ubo~ent 
t o tho houo of a-7/sf> boada on llarch 15, 1935 thlo 1 ..... 011Jo70d 
a h1ch 71el4 aa cooq>arod vitb other hill .. , aD4 (2) !he market for 
thla lo.uo durlnc 1935 vao par\lcula.rl7 voalr:: aD4 caab purchaMa 1n 
that yoa.r vero concctratod 1D t hlo hiUOe 

!be folloviDC table abova tho UOWit of thlo 1allll hold b7 
tho Poatal Sannca 97ot• aD4 b7 all account. a t Yarlouo dateot 

llarch 2.0, 1935 
April 3, 1935 
MaT 1, 1935 
J UliO 5o 1935 
Julr 3, 1935 
ADguat 7, 1935 
Sopt .. bor 4, 1935 
Oc tober 2, 1935 
loyenber 6, 1935 
Deceaber 31, 1935 
Deceabor 31, 1936 
Decocber 31, 1937 
Dec•ber 31, 1938 
Decuobor 31, 1939 

Poatal S..Yl!!p snt• 

( I n allllono) 

tl7 
39 
39 
67 
67 
67 
89 
92 
93 lu 

16o 
150 
16o 

!otal. All Accou.nto 

( I n aWlo~ta) 

$33 
52 
55 
87 

115 
127 
152 
159 
166 
179 
296 
328 
326 
337 

You will ncte that :aoat of th .. e boada voro acquired 1n 
1935 aD4 1936. About $25,000,000 of t hoao boada vero ac¢rod by 
Poatal Sannca Syot• froa July 1 to October 31, 1935· llurlnc 
t hlo tl• t ho !reamry roda•od $55, 000,000 of t ho opoe1al 2~ 
Poatal Sannca notea 1n orde r t o tumlab tho Syat• caab to llltlko 
III.Ch purchaaea. 

!be DIIU'ket quotatlone for t hle 11111e dur1nc 1935 aD4 
1936 1'8ll,(od aa folloval 

• 

3 
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!!!!!. ~ !!A 

~rch 100. 111 101. o6 
.\prU 101.08 101. 2~ 
llq 101.07 101. 23 
.June 101.06 101. 20 
.JuJ.:r 101.19 101. 27 
J.u«uot 99. 12 101. 20 
Sept•ber 98e30 100.07 
October 98o31 100o09 
ll'oTcber 99.2~ 100. 10 
Dee• ber 99.~ 100. 01 

!m .r...,..,.,. 100. 02 100,21 
J'ebN&.J7 100, 07 101.02 
March 101. 02 lOl. JO 

Prieeo roae fr010 .Ao>r11, 1936 unt11 March, 1937 when theoe 
bolld.o wre 1811111& at near'l:r 105 t o )'lel4 about 2. 5~ to call. 
Pric .. - • ott ill April, 1937 dovn to ao lov • • 99. 12 to ;rleld 
2. 92l' aZI4 tluotuate4 aroun4 par Wl tU llo.,...ber, 1937 when prleeo 
ocoln odvanced. 

• 

~ 

• 
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TREASURY DEPARTMENT 5 
INTER OFFICE COMMUNICATION 

DATI! October 4, 1941. 

Dl\ve H. Morrie, J r. 

Subject: I, J'unde &dmlnhtored b7 the Soorot&t7 of th• !l'reaiJUl'7: ..n 

II , Current inToatment pro~am fo r o~oc1~ 2-~orcont notee held 
b;Y the 

(a) Poat&l Savinga S:rat..,, 
(b) Podoral Depo• H Inour..nco Corpcratton, 
(c) Unitod St&te• Go•ernaont Life Iuurance :l'und, and 
(d) Podoral Sarln~;a and LcM h.-orance Corpor..tl on. 

I." Boc.o.u11 of tho aat;nitude and ~rt..nco of the 1>roble•s t n .. olTod In 
the queot1on of detondnin~; tn .. eet.ent ool1e1ea for fundo handled under the 
dJ reetlon ot the Secret&ry or the Trn•urY, there b..•u• not been mffielent 
time rc r ln•eati~tlon ~nd tho~t to enable me to ren~er AnY flnel reco.­
cendAtlons. Rove•er, beeaUMe of the 1xnoTt~nt r Plottonshin ot tte ~roblem 
to Treaoury flnancln~, &nd In view of tho \mmediatel~ nondln~ fl~clnc, I 
fool compelled to ~iTe eone prellmlruor~ concluslono. Theso a re, that at 
thie t l me, I aee no reeeone ! or any ~ener~l ch~n~eA l n broad ~oliey. 

In caao It Ia of ~V Interest to ha•e an outlln• of the more im~rtant 
reasono loadins ma to the above coneluolono , they mar be found In Anoendlx A, 

t ~ar alae no t be amteo to state that since proo8rln~ t hto mater ial I ha•e 
a copy ot & memorandum from Mr, HaAs, to Mr. D, W, Bell , dated October 4, 

tho aubject of • Consideration of I nterest rato• on eoecial obli~­
Tb&t aeeoranduo eeeme to lead to the esme «eneral conclusion! Pa 

OUUlLDOIQ Abo .. O, 

II, Bated on the ~ener&l oollelea eurrentl" belnc ourauod (and currontl7 
re®m:.eDdecl to be 'Oursued), the- e1tuAt1on vt th rellM!Ct to the- S"Oeel~ ?,-l)ere@.Dt 
octet &nd the funds In which t~·~ ~ro hold Ia AI follows: 

Postal Sa•l~o Syotem 

Federal D&poal t Inourance Cornoratlon 

U, S, Go"ernmont L1!e Inouranee Fund 

Pedoral SaviMI and LeAn Inourance 
Corporation 

Totalo 

Attachzent: Appendix .1.. 

Current 
l'oldlnr a 

!!otlatt.tod 
'lo,.,...l 
!lint"""" 

~~.a ATail­
llble for !!e~d­
lne: i n Oe~ober 
!'iMnctne 

(In •tlllono of dollars) 

$ 88 

120 
37 

$50 

75 

10 

• 

$ 38 

45 

?:1 

~110 

• 

Regraded Unclassified



Ooto'b.., 4, 1941. 

If rmr of ~ho t'aJI!t adaiD!t~ ... et '111 ~ho Soore~ar,. of tho h .. .,.,., wero 
operated 011 wha~ ail!ht bo ~oraed a11 1 111bpn4 ... ~· bub, it vrobabl:r wculd 
bo dotirable for ~boa, 011 tho one hand, to increato their workill« oaah 
bala~~oe e &D4 their holdinrt of Trearmr;r bill• &Dd 11o~oo; ADA on ~. other 
baM, to increuo eomowb&t their lo~tol'll hol41~~«t. 

HovaTer, iD ~ho cuo of ~hooa fDndt 1~ aeeao t.poaoiblo ~o look a~ 
tho except ao boin,<t 1n a Anal role. !hit 1t perhapo boa~ illuatrated '111 
roterece to part of tho 1939 -•ndae11to to the Social SoCDrit;r .let , wherelD 
proY111on 1a aada for the iaauance, fro• tt.o ~o tao, to the Jl'un4 of 
opoctal l7n1te4 Statu obl1pt1o11o boari~~& 1Dtorost (mbjeot to certain 
technical qualifioationa) at a rata equal to tho aTtr&«o rate of interest 
011 tho then outatandins public do~t. Thoro io than further proY1o1on that: 

•Such opooial obl1pt1o11o ohall bo iaauod onl:r 1f the ~~ana«-
1~~& TruatH 4atora1Doo thiJ.t tha yarohaoo of other 1Dtoroot-bearlng 
obllgatlona of tho l7n1 ted Stateo, or of oblipUona ji;Uar&nt·oed u 
to both pr1Dolpal and t.ntereot '111 tha l7n1ted Sta~u on oripnal 
i oouo or a~ tho a&r~ot price, to not in tho public intoroot.• 

I11 an effort to determine tho moanin,, in thio proYioi on, o! "in tho 
publi c interoot ,• tha aatter vao diocuooed with tho office of the General 
Counool. That offico, After taki~~& into conoldoratton all tho factoro and 
hioto,., which tha;r d- pertinent, ool1oln4o: 

• ••• that ~ho o~andard 111ot in ~ha ~blic in~oroo~1 ~. when 
cono14erod in ita context , bo 'O!'OJ)Orl:r conatrued ao Tootin« 
Athorl t:r in ~he Socrot&JT of ~~ hoaOUJT to toauo optcial 
obltpti ont in &111 cate in which he dotoratne t that ouch action 
to required tither in tho i ntoreot of ordorl:r !local a&D8~ont 
or ln the intarott of oocurin~ an adeqUAte return unon tho our­
plut portion of ~he hllet J'und. 

"It 1a t'l:lrthor oubaH~ed that in 'liov of tho aubaioolon ~o 
~ha Conue10 '111 the Board of !ruatooo of the ledoral Old-~ and 
Sur'liYoro Inouranco huat J'uDd. of a report 011 the operation &114 
etatu of tho huat J'und for tho !heal ,..,..,. onded .Time 30, 1940, 
Conueot ~ be doeaod to ha.,.. ratified the houanoo of opocial 
obllgatlont durin« t hat period in tho &botnco of &n:r orlticiam 
b:r it of ouch &otion.• 

With tha aboYo back«round in a1n4, tha follo¥1~ obaorT&tiono a&:r bo 
ll&do vi th roopoot to the epecial 2-pereoll\ no toot 

• 

6 
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ApptD4h: J. - 2-

1. rroa the poi nt of Tl..., of oach fUnd , theoe not 11 conetituto ., Iller• 
~;enor "backlos": AJld from the point of Tiew of the 'l'rtuUrT th.,. are , OYII' a 
aeries or 71&rt , eoa.wbat of a coaTenieace as th..r can, on occasion, be ue.a 
to pronde a t eohllictol ......,. for the pv..roha .. ln the open aarl<tt of 'rrea111J'7 
bonde d'lll'iDC perlode of VMbe11. llhl.le lt h perloetl)- po11lble that a 
ptrlod of 1118!'1<et vealale•• odsllt e<>bclde 111 th a p erlod where the ..rl011t 
!'Undo aleo needed O&lh, 1 t appear• 10 far in recent T•re th17 han not 10 
coincided, ·It tho7 did, tho practical r eoult would prcbabl7 not be .ncb 
dlfforent eo far ao tho Traaour,. problem• are concerned, boO«UIO tho Troaour)' 
would, in azrt .... nt, heYe to ral11 the :tlul4o •to take care of" theoe &,('!Deleo . 

~·~Jed a. If the11 tundo were on an iD4epenclent baoh theT wuld, when-
evor thaT had &eDIT for lon&'"hr& lnno-nt, (1;0 lnto the .. rlcet ancl ba7. 
tn - lnotano .. thlo would tend to put up prlceo ao a reeult of ouch 
op eclal demand, with tho conee~ent reaction ln prlceo vbon tho demand wa 1 
oa tiofiod, »,r inYooting thto aon~ tompor&rllT tn the opecial 2-porcent 
notoe, 1t proYldeo an lnYeotaont aedittl!l which oo.th.flet the a~ctoo: Md 
vhich can be ref\lndod into resuJ,ar Tre&111J7 hondo at a tlae conftnient t o 
the Trtaonr)'. H h to be noted that tho indopenclent -«ncleo, hT boiDt; 

? 

wllll"t; to take t ho :!-percent not11, h&'re l n CtDeral, OYer the laat fewrl 
T•a re, oacrlficed eome income o•er ehor t periodo, ao hl~or ln•oataent 
yi eld ioaueo were normallT &Yailo.ble to them i n the MSrkot • 
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(acut J...-4, lept•'Mr J...-4, Oo\okr L-J) 

Oa Iaale of Ieru Prloe 

(.......,.ta 1a \llaualo4.e of 4o1laro) 

I lal•• .Aioout of lao....,.. 
I or lleo!'Htf! (-) 

I I I Ooto'Mr 1 leptnMr 
I Oote'Mr 1 lept.-.r : Aa&ut I OYU' I oftr 

1 Pero•tece ot a-. 
-..,..¥:,::z~~!...!.::L:,...--I er D!!nu• (-) 

I Oo\e'Mr I .., .... 
enr nor 

I I ln\•M I !."'' ..,,..., I ,.,, 

lerleo a - Poet otti .. e • 5.11-,o . '·'" • '·m • 1U 41,2111 

=~ lerleo a- Jab •.n!t 7.1,. 10.ID2 ~ -~ 

lerleo S - t.tal 111.~ 1J,217 17.275 1,,366 - 11,()5C 
,_,_ ... 1 •• ., - Jab J,ZU 2 ,1112 3,710 806 - 1 ,361 
""\...) ... 1 •• c. - Jab lf.,ll 16.11!6 21.7!0 .tam -LiB 

-"·' - ~.2 
- Jl.! 

t.tal •;i.za ·~~.~:cl ~.~~ ~ .... ~~~ -AJ!t 

lftroe l .&11 ff.cu'eo are t.epollh wtU. \lie tr.uaNr of Ulo 11alte4 ltatoo oa ao-t ot prooe141 of 
oale• ot 11al\14 1\atoo lawtap Soll4a , 

lfote: ftpreo aft boea ~ to _ .. , t~ 11104 will ao\ aeoeooar117 .U. t o tot ala, 

•• 

1 
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FIELD ORGANIZATION ~WS .J:5tter 
OEPRNSP. SAVISCS STAFF 

October 4 , 1941 Number 20 

New York, II . Y. 

TO 'I1IE FIElD STAFF: 

The eixt.h month of the Defense Savings Program w1ll be 
Mrl<ed by several outstanc!in& developc.enta t~at augur well 
tor long rnnge success. 

Foremost is the leadership of the ret ailers ot the nation, 
who during the month j~<st past opened up more than a halt mil­
lion new outlets for stamp salu. The eo,ooo,ooo Americans 
who vioit retail stores each week will now havo the convenient 
opportunity of pu.rchasing Defense Stamps there - Stamps which 
eventually will be turned into Bonds. 

The already •widespread popularity of payroll allotment plans 
with both labor and a:an"8ement continuos to grow as ltanY newly es­
t ablished plans are reported, 

American banks in ever increaaing number• report willingness 
to install and promote •Buy- A-Bond-A-IIonth• clubo th.rou;;h conven­
ient depositor draft plans . 

The Nat ional Association of Lito Underwriters has offered 
the services of its mecbcrs to state and l ocal Defense Savings 
Committees , thus joining ~ith other important national groups which 
are r ender ing service to tho program. 

By the end of this month, Defense Savings Committees will be 
functioning actively or will be in the pr ocess of format ion in at 
loast 40 stateo. 

The public reaction t o tho lliW\Y DefoMe Savings activiti es 
which ll'.ado September an outstanding month for our proe:ram was so 
encouraging thnt a successful f all effort seems assured . 

Sincerely yours, 

GAlE F. JOOIST<J< 

field Director, Defense Savings starr 
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FIELD ORGAN IZA TION NEWS 

Leade~~ Appointed in Utah and \Vyomins. 

To tho roster of Governors now serving as Honorary Chairmen of Defense 
Savings Coomittees we are honored to add the names or Herbert B. !Jaw, 
Governor of Utah, and Nels H. Slllith , Governor of Wyoming , In addition, in 
;vyOCIIing, the active Chairman, Don H. IJap;eman, Vice-President of the American 
National Bank of Cheyenne, has been appointed. 

West Virginia Coo:d.ttee Orsw~es 

Tho organization oeeting or tho State Defence Savings Co~ttee for 
17ost Virginia was held in t he Senate Chamber in Charleston, S9ptomber 24. 
All membera of t he commUtoo wore oi ther present or v:oro represented and 
tot8l a ttendance, including various state of ficials, was more t.ho.n fifty, 

State Administrator Roy 12!!!. presided. Gover nor l!ntthow tl. NeelY, 
Honorary Chairman, made a strong =ta•,ooent in behalf or the Program and 
a.nnounced that a salary allotment plan would be available to all state 
govel'!'.oent employees, Stato Ctudrmn Albe.rt Snedeker, l'iold ilirectcr 
Cale F , Jotlnstcn , and Deputy State Ad.oinistra tcr Robert \"/, Pritchard also 
addressed the oeeting. 

Speedy or;;anizat.ion or local co:rmittoes ill ilest Virsinia ' s 55 co!,lllUes 
and i n the larger cities or tho state r.as arranged; and pl nns were ma~ to 
onliot the full support of all bar~s, to arouse the enthusiastic cooperation 
or or aanized labor, and to cccure the installation or pay roll allotment 
plans in some of the loading firms or the stato , 

* 
1!< THIS I SSliB 

KAIISAS Col:lnit.tees Active - Page 3 
G.mL Autry in Okla.~c.~:~a - PD.3e 4 

* 

TE.XAS Reports llidcs;>read .\cti vi tY - Page 5 
TREASU~Y House on Boston Corncon - Paco 6 

r.::.i!TI!IS Cor.u:Utteo Sets Fast Poco - Page 7 

NE'o'/ YORK Stages Tolovhecl Po.gennt - Paee 8 
DZNVER Installs Allotment Plan - Pat • 8 
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U:llO:I Organizes For Defense S.vings - Page 12 
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SONS or Georgia Invest - Pag~ 13 
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- To Tha Ladioa is a now section preparud ospooially Cor women 
members ot Defense Scvines Comcdtteos , 

~ ., ................ . 
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KANSAS 
Program lioving Into High Gear; Local Comittees Forming 

EFFEX:TIVE COOPERATION is being received !r0111 ~~any state and local organiza­
tions, in~ludlng: 

The Kansas Association o! Postmasters, which has urgecl its 
members to try to get ail postal employees in their o!!ices en­
rolled as regular purchasers of Defense Bonds or Stamps. The 
Association reports that the Kansas City, Kansas, Post Office can 
boast o! 9(),( participation in a regular purchase plan. 

The Capitol Post of the American Legion in Topeka, which re­
cently devoted the front page of its magazine to "Any Boncls Toclay?" 

The Labor Bulletin of Kansas City, which devoted a tull page 
in its September 15 issue to say in its biggest, boldest type: 
"Don't Delay: Bu;v Defense Boncls Todayl Protect America!" 

The Kansas Oil Ken•s Association, which carries Defense Savings 
messages in its seilll-ll>:)nthly 11BUllet£nn, 

LOCAL COIO.!ITTEE:S have formed and gone into action in 1'/ichita, Salina, 
Topeka, Leavenworth, Manhattan, Newton, and many other Kansas cities. 

IN WICHITA, a particularly active committee, of more than 150 
per sons' bas been !onned under the leadership or general agent 
for t he Lincoln National Lite Insurance Company. industry has 
i ncreased Wichita's population by 40,000 in the past year and this city is 
"defense-minded." The Wichita Committee recently staged a spectacular demon­
stration: 

Headed by the !Jayor, a delegation of state and l ocal Defense 
Savings leaders made a tour of the city, accompanied by a fire t ruck 
and a band, stopping at five business centers !or brief speeches on 
Stamps and Bonds. The last stop was made just after noon, at the 
busiest downtown intersection ••• llembers of the local musicians union 
donatee! their services; radio station KFBI provided n sound truck; 
and both the police and fire departments cooperated to make the affair 
entertaining and highly successful, 

IN LEAVEN\'IORTH, llayor Martin J . Eggert has proposed that a payroll alllot•nentl 
plan be installed tor city employees . 

IN MANHATTAII , the local Council of the ·Krdghts of Columbus voted to (1) 
invest t heir reserve funds in Defense Bonds; and (2) give Defense Stamps as 
prizes for the best Columbus Day essays submitted by school children. 

IN NEl'ITON, eleven different labor unions have so far expressed willingness 
to do everything possible to prc~te the sale ot Defense Bonds among their mem­
bers • These include various locals of several Railway Brctherhoocls and other 
unions ot r ailway employees and the local typographical, !IIJtion picture op,er••torsl 
and painters unions •••• All Fox Theatre employees here are enrolled in a 
Defense Savings payroll allotment plan. 
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SISGIS(; COWBOY TAKES OKLAHO~IA BY STORM 

Gtne Autry. the Nation's most popular radio And mo\'ie cowboy ent.eortainer. 
rttums to the State where he fonnerly lived. to boost the sale or !Hfense Bonds 
and Sumps. 

A11try ,.:,uses in his l>rosrrnm 
o: ""''ng and entertninment to 
u• 1....._. h1!t audience to lht full 
$ 11•11urt tu the Defen!e Sa.\'­
b ·.. Pn•grnm. 

... 

EVEitY SEAT IS TAKENl 
50.000 people in Oklahoma City, Tulsa, Fort Sill. nnd 
Enid heard Ccno Autr)' talk and sing for Defense Stl\'· 
ings. Above, 8.500 people fill Oklahoma City's Mun ic- '\ 
ipal Auditorium: (below, right) 10.000 cram Tulsn'a 
Coliseum. 

II I DING IIICH l Left. a plane. made available 
by the rhillhlS Petroleum Co .. mnde it po•siblc 
tor Autry to n.ppear before (our r.udiences in~ I 
hours. Below. nt the Tulsa Airport. from left 
to right: Administrator Jones. Cene Autry, 
Go,ornor l'hilliP«. Airport )tanager Shurt. and 
State Chnirmnn Wenu . 
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TE X AS 

Stat e Leaders Addr essing ¥anY Rallies 

IIAIIY IIEETINGS and rallies on Defense Suvings are being attended and 

Addressed these days by State Administrator Fr ank Scofiel d and members of 

his committee . During t ho pas t few weeks Yr. Scof i eld has cons ulted wit h 

St.ate Ccx:nUteOIIW\ Ed H. Krohn and County Ch&iman in 

EL PASO; conferred with executives of the Texu in 

DALLAS; met with t he Cherokee County Ccmnittee a 

sponsored jointly by the Chamber Commerce 

spoke at the annual barbecue in HD.JSBO!IO; 

addressed the annual meeting of the St ate Banker's Associat ion in AUSTIN; 

and spoke t o an audi ence of mor e than 2,000 at the Community Fa ir in MANOR . 

PAIR SEASON is now at hand Gnd a t the State Fair in Dallas (October 4 -

ll) and cony local fairs - for example in llanor, Giddings, Granger , George­

to>m and Taylor - Defense Savings Boot hs have been a.rranged •••. ~ 

sell well bt t hese even ts . At the Manor Fair $725. 40 worth were sold in 

three days with a local fann boy, C. C. Nelle, who bought 18 wor th at one 

t!Joe with aoney he eamed picking cotton , oaking the largest single purchase . 

HIGHLIGHTS : 

**" A.-:lherst , Texas has a •one-<:Jan• Defense Savin( a C<xoal.l.ttee in b....l:. 
~;vley. Agent of t ho Santa Fe there for o>any years , Deciding that more 

14 

t har. t ·· .l< was needed t o arouse people to t he point of buying Defense Bonds 

3nd St.~ ps and that the tioe had co:ne for direct action , he secured a supply 

of st.a't,>S and o.lbur.~s end began buttonholin& everyone he kn01< - end aome others 

ho didn ' t -asking them t.o buy at least one stamp. Results wore highly 

&ratifyins . For example : 

"! sold a st.4t!lp t.o one woman" , reports JLr . Crawley 1 "and 

the next day s he went to tha postoffice and said she didn ' t 

want to keep th~ st.Mip but would tum it in on a bond . She 

paid $18. 50 and the $.25 stamp and left with a S25 bond . • 

.....,. Wyatt. Food Stores in Dallas will givo a $ , 25 Defense Savings Stamp 

in exchange for rece1pts for cash purchases totaling ten dollar s . 

- ~!: .. carrier and every empl oyee of the Plainview Horo.ld is a star.op 

or bond holc!e.· . 

...,.. Hirh:and Park city employees have adopted aalary allotl:l<!nt lOCI.( • 

....., Texas A. & ~·. College &nd intends to olay "A.ny Bonds Today" at 

every football t"""' this fall . 

. . -_, 
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"TREASURY BOUSE" ON HISTORIC BOSTON COMMON 15 

Cutting the ribbon to cllicially open Bos­
ton'a Treasury HoWle, from left to right : 
Commlaaioner of Parks Wm. P. Lonr. 
State Administrator Daniel J. Doherty, 
Mayor Maudce J. Tobin cutting the dbbon, 
Mr. J . C. Richdale, Vice President of the 
Colonial BetiCOn Oil Co., and General 
Frnncla B. Wilby, Commanding General or 
the Firat Corps Area. 

Treasury officlala and an Army Band helped the Washington Senaton and the Cleveland Indians cele­
Baseball'a Defcnae Bond Day at Griffith Stadium laat month. Left to r ight : Clark Griffith, Preal· 
Waahington Baseball Club: Daniel W. Bell, Under Secretary of the Treasury; W. N. Thompaon, 

'Ad'mi:nil•tralive Auiatant to the Secretary of the Treasury; Guy T. Helvering, Commissioner of Internal 
Rel·enue: H. L. Ruat. Jr .. Chairman. District of Columbia Defenae Savtnga Commitw; and Goa F. John· 
ston, Field Director, Defenae Sa\inga Staff. 

._ . - - -··•• •n---
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'l' E !I ~ E S S E E 
y..,phis C<Xllllittet: Uaking Entire Ca=nitY Oe!onse Bond Censcious 

"If it is to remind you to bu,y a Oe!onso 
Savings Bond :rou ccn untie t hat piece of 
string around your .f'ingur . • • • • The re 
will be reminder enough without that to 
make you Defon.so Bond con.sciou•. 11 

- Memphis Cor.norcial AnMal 

THE AGGRESSIVE CAI.!PAIGN of tho Ucmphia Dof•nso Savings Comnittee to maku 
evor-t citizen or this Southern l!etropolis Dcfonso Bond conscious has mnn:r 
aspects . For ex.ar.tpl o : 

All local users of billboardo 1n Shelby County hnve agreed to 
have a small a ticker or "snipe" added to each boerd to advortise 
Defense Bonde and Stomps . (The General C)Jtdo~r Advertising Coopan.y 
1& p>tting up these little post.ons without chorge lind the Toof Coo­
pan.y is printing thCl!l without cost to. oit hor tho Do!ei'>Se Savings 
Staff or tho advertis er. ) • • • • Tho Cit£ of l!eJ:~!lhis h:.s doocted 
ita largo bi.llboc.rd in Court Squnro. • • , • And n t r aveling bill­
~ i& baing eroctod on " truck car or tho !.!01>phis Street Rail­
wny Compnn:r and it is planned to run thio ovor ztroctcllr lines in 
tho city eil!ht hours cver:r day. 

Special Defense Bond postorn ere baing diatributod by the 
T¢nnossoo Brewing Company. 

All barbe r sho:>s have "Br ood to displa;r pos t ers "''d distribute 
O.fcnso Bond f oldorc. 

A systc~tic ca1w~s::; is no~: und~rwa.y of all businesa houses and 
manufncturing concerns i:1 the city by represent atives o.f' tho pey r oll 
:Ulotmont division of the i.!cm<ll'.is Ca'l:dttoo. Thi:J division is head­
ed by E. H. Cru::~o, J r. , &nd iS ccr.po3od o r some 200 !!CI:!phis ii'>Surance 
men . Pa,y roll allot..o-..cnt is also a cajor concern ot Sid A. Law, 
ChAirman or tho ~lway &lployccs Defonao Bond Ca:s:dttee and !h_b. 
Finch, Chaiman o! thu In<lustrit.l Divieion ot tho l!C!lphis Ccmrittee. 

A !lagro Division of the ;.;.;.,phi~ Ccmdttoo hac developed the 
following fiv~ point program to boom tho snlo or Dofonse Bonds and 
Stlllllps: (1) Cll.'WI!.SS or all !logr o businosc hOllOOS to uxplain the 
allotment plan (2) 119uy-a-Bond" Sunday (3) 11 sponkors bureau t o 
:~orvo clubc end lodges (4) school per ndoo and {5) distr ibution of 
placards by Negro Boy Scouts . 1~is divioion is headed by Lt . George 
~c 

1.6 

ALL OF llUS ACTIV!'l'l is bci."lg dov<>lopod under tho direction of the 
~>ctivo Chairman for Memphis nnd !lholby County, llilton K. Revill. C<Xllllitteos 
in othor largo cities 1n Tennessee Md olsowlloro nr o going t o f ind 1n L!emphis 
real competition for top-flight honors in Defense Bond procotion. Hats Oft 
to Ur. Revill ! 

- 7 -
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HighJ..1&hta f'roc1 Other StatUI 

NEW YORK 

DI!:VOT]};C HIS FULL TDIE to tho Program, Col, Richard C, Patterson Jr., 
Chairman of the New York State Committee 1e working etoadll; to develop an 
organization to carry the meeeage of Detenn Savings to all ot the thirteen 
and one halt oillion citizens ot the Empire st&te - more than one-tenth or 
the entire population ot t he co11ntry. 

'n!E ENTIRE 27'111 FIDOR ot the R. K. 0 . Bullding in Radio City is boing 
used by Chairmnn Patterson and hie aaaiatanta as headquarters tor the New 
York St ate Division ot the Defense Savillgs stat!. 

pi BUFFALO, headquarters !or the •rup-state" divisions have been estab­
lished under Edward H. L&tchworth, General Couneel o£ the Uarine Trus t 
Compcny, who will servo with Col, Patterson as Co-chairman or tho State 
Cor.mitt oe , 

THE FIRST BIG SPECIAL EVENT sponsored by tho Stat e CooDitteo was a 
fashion p&goant •styled tor Do!enao• . This was hold in tho Sunken Plaza ot 
Rockefeller Center, with •Treasury House• providing a background tor tho 
colorfUl apectecle: 

A host of celebritit~s ! 'I'CGI the etage, scruen and radio wore among the 
500 ospecislly Invited guest ••••• Now York's leading fashion 
creators showed th~ir lat est styles, • , • LUcy Wonroe, Barry Wood 
and Conrad Thiebault and Ill\ Arm1f Band £rom Fort Jay provided msie . 
. . • williem Gaxton, Howard Lindsay and Arthur 11Jeevea 11 Treachor 
provided entertaiiilliOnt •••• and Grover A. WhAlen, Col. Patterson , 
John B. Kennedy and Bert I.;rtell addressed tho audience. • • • !!J! 
entire event wns telovisod and, as it was t ho first outdoor event 
of its kind ever Shown by t c levi&ion in Amllrica, wide publicity 
was obtained not only in New Yor k but elsewhere • • 

COLORADO 

FIRST 11\lN ICIP AL GOVERm!PNT in the Rocky Mountains a reo to instsll a 
PAY roll &llotmont plan was the Consoli.® ted City and County ot Denver. Thi~ 
installation sets an example which will have great influence with manicipal 
officials not only in the West but in other perts o! the Country as well. 

tmiS REEL caa.ra c>en "covered" the ceremonies When ILayor B. F. Stapleton 
signod the first pay roll &llotcent autbori~otion card. 

QlE OF' THE FIRST large Denver canutacturing concerns t o meke an &llot­
c>ent plan available for ita ecployeoa was the Uine and Smelter SupplY Coapa!\Y • 
lloro than 9()1; ot its 250 er::ployees are partieipatin& l1\ t he pl41i. To en­
courose participation, tho Cocpcny pledged i t self t o aivo o $100 Bond to each 
employee Who invests $75 in Defense Bonds during tho next ton r.10nths. "1~ 
participation within tho vory near £'uture" is tho eontidont prediction o! 
Albort E, Seep, President of the Company and J, D, Nicholson, Branch llanngor. 

- 8.::,- __ 
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\IUitt: Wl!"IIOW UISI'LAYS 

~! llt·r ... 1-"M O~ftn!'e \\'eek J)r"O­

duc .,,f mnny fll\l'rH.'th·e derense 
1 d nnd ~tump window~. lll're 

:\to\\ Stnte Hardware-Ardmore. Oklahoma 

Oreck·a-Duluth. ~linnesota 

Gr&nt-lndiana.polis. l ndiana 

Outlet-Pro,·idence. It I. 

.. ""'......... .. ... . .... . .... . ..... 
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TO THE LADIES 

Wo~~en•s Publication Prograa Ott to 'Pl7l¥ start 

The publication ot "We Cola P.aYe to stick 
TOgether•, a 12-page illustrated pamphlet designed 
tor distribution to women, msrka the begilllling or 
the women's publica tion program ot the Defense sav­
ings start. I ltu~treted with oertoone contributed 
by the NEA csrtooniot, P.arblook , tho tol der is eaey 
to look at as well ae eaey to read. I t describos 
the background or the Defense sevicgs Program, and 
tells wo~en why it ia lnportont tor them to buy 
Bonh and Stacps . )(ora speoitically, it outlines 
a "Design for SaYing,• and orrera practical a~_geations 
tor buying Bon4s and StOJ:l)a end ualng the., tor ~ltto 
ond prizes. · 

This publicotion 11 ea;>ocielly sufhble tor 
dletrlbutlon at goner3l wonen' s club meetings, eon­
•ent!ons or ·~~n • s orgcnl~atl~na end 3t Derensc 
booths set up in rotoil • t ?rcs. 

Ueny Lootleto , Booklets ~nd study r~idoa to Como Oft Presses in October 

Publicat i ons covering ~•t ry phose or women ' s eotivity in the Defense 
Sovinga Program are now bt in~ prepared by the Kotion•l Women ' s Division of 
the Dofenso Sevin~s St~rr . It i s h~pod thst ~11 publio• tions describod 
below will bo reody tor distribution by Novumbur 1: 

(1) The WoMen ' s Submanual i s probably the =ost imPOrtcnt single 
publioetion in this prosrcm. This will serve os ~ guide to 
woc:en .:ho era org3tiz1ng Stnte and Loccl Defense Se•ings 
SUbcosmittees end will ol eo be tho koy to the u"' of the 
other ~~n's publie9tlons ecbedulad . 

(2) "'lodeae Chelr=l• is o progr"'" guide tor w"""n' s club presi­
dents ac4 group lo~ders . It c~rrlea i nt o greet det e ll ten 
practical suggestions tor Det onae Sovinga ect1•1ty in w~en•s 
clubs. 

(3) Too booklets for club study groupe ho• o olreody gone to prose. 
Tho first , "!..l's, Brown Buy a e Bond, • 1a en oxplonotion of the 
Dofenso Savings Prosrom writton i n s tory rorm. It i• 32 pares 
long , illustrotod with pbotosrophs on4 printod ln two colors, 
The second, "Borrowing tor Detonso,• 1a e lucid explanation 
or defense econoQics. The textuel i.ntormotion is simplified 
by t he use ot cherts end grapba . 

( 4 ) Lootlets no• a•eil .. ble tor gendr•l distri bution among woDen 
lncllide, "It Is Not Too L!lto" by EY• Curie, and '"lie Cals 
P.eve to Stick Together • . A tt.ird, "The F• rmer'a Wife Buys a 
Bolld • - 1a ln pre;>sretion, 

.. 
- 10 -

• Regraded Unclassified



TO THE LADIES 
(Continued) 

Th• Ltdi•• Are Len41nl 
In Jill HOGG COUNTY, TEXAS, women's oluba' are using 

Defense Stamps as prizes at bridge parties, accordin& 
to c. W. Hellen, Chdrman of the Jim Hogr: County Oeftnae 
Sevings Coocl.ttee . 

Proa the Bozeman Country Club in Boznwl, liOIITW, 
c"""'s a r eport that the ......,.n umb<ora are buying a $100 
Bond with surplus funds accumulated from their •elcl;t 
luncheons . 

!.Ioney that had been set aaide !or the purchaaa of furniture by the 
Catholic Women of DALLAS, TEXAS, an organization headed by MfS· R. D. Vaughn, 
was recently used to buy a Defense Bond . 

.. * .. * :- * * 
FOOb FdR THOOGR'I' 

A Field llan '/rites trom Utah 

VERNAL 1s a one- str eet border tcom 1n Eaatem Uteh . The only place to 
get anything to eat is one or those counter lunch rooms frequented by cow­
boys and sheep herders - occasionally by tourists. llhile I was waiting for 
ey ham aandwieh and coffee, I started plugging nickels in the juke box :.o 
play "Any Bonds Today?" It waan' t long before I could hear sor.tebod;r in the 
bnck room whistling the t unc , and one of t he waitresses hunt111ng it . 

A young wonan, apparently tho proprietress , asked me, "What 're you 
playing that tune all the time for? You interested in Bonds?• When I told 
her that I was, ·she said she didn't know anythin& about tb...,. "Well," I 
said, • If you have three tlinutos I 'll try to tell you aooething abcut them." 

"Do t hings that you buy tor this restaurant cost oore now than they did 
a tn months ago?" She nodded, "I'll say they do." 

"Well, let me toll you on~ r eason why. The Government is spending 
billions of dollars to buy the SCf.\e thin~s that you're buying- food tor 
soldier s , steel that goes into refrigerators, and so on. This year the 
~eriean poopl e arc earning nbout 20% oor u than last year, and they are all 
trying to spend t hese extra billions on the same things. \Yell, it there wore 
only a few dozen sandwiches left in Vernal and e verybody in town bad lot s or 
r.onoy And wantod to bu;r t bom, what would happen to the price of sandwiches?" 

"Gee, • she said, "It certainly would go up . • 

"That's exactly what happons when the Amer ican people have billions or 
dollars more than they had last year and are all trying t o bu;r the sar.l4 
things . Now, the way to kocp prices down is for all of us to ~ and i nvest 
in Defense Bonds . 

").(y," said tho young woman, "I'<l n .. ver thoUIJht of it that way before. 
I would like to buy some of t hose Bonds," 

- ll-

• 
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P!J!!C!!6SB ~~ •to the llalit•, •~,000, b)' the Ge.....al 
ortlce of the ~~binc Worlcllra ot '-ioa launcbecl thia ~ 
union'• O.fenae Bond d.riwe on llaJ' 1. Pinthif ~o~ t= 2;1t at;R in 
whit baa developed into one of tha 111011 ..,..,r ~ ..;ave orta 
on behelf of Detenea Savi.nse of an:r orsanil&tion or ueoeiation ot an:r ldnd 
in the countey. 

TO THE f.!'K~. rmr taur ~ALS of thie union 11011 the credit for 
W tiatL\8 tepanor .,..~eatcpurohlu ot O.f•ne• St&a~p~~ , which wxter 
the name "The Rocheeter Plan, • hla now a pre ad to all of the cities 1n which 
the more than 2~,000 Amals-ted .IIIIIICI>era work. 

21. 

I.INDI'R THE ROC!!ES!J!R PUN, in each city the c entral finance ottice of 
the JoLit BOard repruentlil& all loca.la attllieted with the union la,-e 1n a 
suppl,- of O.fenae Savinga St&lllpll and band albu!lla. Then, a hop chairmen 1n 
the varioua factories where members work organhe O.fenae Bond elube. Once 
each week, theae chainoen aek their IIIO!Ibers how lll&nT atampe tbeJ want to bu,­
and collect the 110ney and, on the next. day , aeeure the et&lllpll and deliver th .... 

IN ROCKESTm, Amalgamated ..,J:Ibors havo purehaaod, or cCIIIIIIIl.tted th...,_ 
selves to purch&ae , $4251000 worth o! Oefunse Bonde . Shop Cbail'men there 
vie with one another to eee who can secure the largest percentase of per­
ticipa~ion 1n their Bond Clubs. 

IN BUFFALO, three out of every tour Amllgamated members are taking part 
in the savings program end arc investi ng in Defense St&lllpll at the rate of 
about $1,000 a wook. Similar r eports arc being received at the union's 
headquarters from other clothing center s. 

"AIIALGAIIA'I'P.Il W!N AND JlOLI.JJ!S FM Dl!l'i!JISE" 1a the title of the eisht­
page magazine iasued by the union to boost the sale of Defense Bonds and 
Stamps . The tlrst issue lists man,.v locw which have invested in Defense 
Bonda, and pictures typical individual. purchasers and gives their reasons 
for buying Oefonae Bonds or Stamps. 

"It ia with a deep sense of privil.,ge and obligation that we add our 
voice to the voice ot the Prosident. of t ho United States, the Secre­
t aey of tho Troosury, and thousands of diat1ngu1shed .U..ricana, to 
urge AMlgamated ... mbe.rs to purchase Dotanae Bondi. 

"Beying t heao bonda-today-ia a patriotic duty. : • It is a privi­
lege, an opportunity t o repay to """"' extent thn groat debt which 
evory one ot us owes to our democracy and i ts institutions •• • Time 
1e short . Wo must act now ••• Bw e Detenao Bond today. Do your 
part to defend democracy at homo and abrood.• 

J acob S. Potots!<y, Oen4ral Secrotaey-Treaeurer. 
i'l'ank ROSenblum, lbcacutive Vice-President. 
A.allll.gamted Clothilll! lforkera of Allorica. 

~·-
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• ..,. J --l.OCA I. U:"'IO:"' REQt:ESTS UiSTALLATIOS OF ALLOTMEST PLAS 

)J mlt·~ \\'1l~'"· M'('retar)f of the 
\\Auna. On·g .. 1-JCAI of the lntema­
' .. r ;d \\'uud"orkeN of Ameriea hands 
o 1. r,,rrt·~·. mnnn~er of the Wauna 
L '"''"''r ro .. n ('(li•Y of the r·esolution. 
,.~. ... ,•tl unnnJmou~lr. requesting the 
111 ~t.tllu\llm I)( " Jl:')' •·oll allotment 
1'1.111 (ul' liW JiurchnKe of Defense 
J~~~•ul ... while mNnhf.'J'~ of lhe union 
•. mnuttt•t• lot•k on. This wns the 

m·-.t ln•·ul union in Oregon to take 
.. ,,. h m:titm. Others nre t:<J>ected to 
( .. II••" ... un in the nenr future. 

lnrtUJrUro:Hit•n ,,r nn n1lotn1ent 1•lan by the city and 
• umy u( IA•n\ t•r "n~ mnrk..-d by npJ)ropriate cere­

lilt'' Fn1m ldt to rirht: St.nte .~dministrator 
r •• tlJ•I: A ~irhnla:oo, )la.ror Benjamin F. Stapleton. 

·' :'-t.tk d1.Uml0\n l!tcha.rd J. Osenbaugh. 

,;o.s,; OF m:OIU;JA l.S\' EST SIO.OOO 
1:"' IH:n:.SSE I!O.SDS 

"Lucky Teter" bun a bond at the Derense Bond 
l)ooth at the En~tern Sta tes Exposition in Spring­
tleld. ~Ia... From lert to right: Louis Doherty. 
~l•rinsrtleld thRirman: Ahin W. Gray. and llrs. 
\'Hlle Gro,ehn of the Springfield :"'ational Bank: 
nnd Lucky Teter. 

S(·tne nf the otncc or the ;\ew York State 
CommiU(It• when t'<'presentuti\'cs of the 
" Sons of Gt'or·sdn ... a :\egro welfnrc society 
t()IHJMlsed of formct· Ceot·gians. now resl· 
dt•rHs nf Hnrl\'0\, i nw~sted t•escn\l funds 
In Oe(ense Bond>. I' rom lert to riJl'ht: 
Commnnrler llenry H. lle1man. executhe 
rt~si:-.tnnt tu Col. Patter~t,n: \\'illiam l'irk­
t•n". ,.,.,rr fii"Jioi.!'tant. [)('fe~~ Sa\'inp Staff: 
Col. l:a<·hard C. Pnuerson. Jr .. State ChAir· 
mnn: t:ohtn:o. S. Williams. pre:-ident: and 
C. G. GOOfrtY. t~asurer of the Soc•et~-• 

• 
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PRC&II!lE!IT lm:RO UlADSRS CALL FOR FVLL SUPI'Oi\T 
OF DEFENSE SAVIliGS P!WRAJ4- ---

A. T. Spauldil18, of Ourh11111, North Carolina, Prosi clont of the National 
Negro' Insur ance Association, 1n a ccmuunicat ion t o all members: 

"Over t he air and tht'OIISh the press a national emergency i s 
proelai.!:>ed. Uundrods of ;young men from our various cOIIIIllllll­
ties have been called to s ervice . • • t o prepare to otfer 
their lives, 1t need be , 1n the def ense ot our country . • 

"8e too are being called upon to do our part for lla tional 
Defense • • • What can "" dot 'Ire can buy Defense Savings 
Bonds! 

"As Pres i dent nf the National Negro Insur ance As•oci a tion, 
I recommend the purchaoe of t hese Bonde and requost membe r 
coopanies and associations t o urge their employees and mamber s 
to adopt a syat~Ntie proe;r am of pureha.oing Defense Savings 
Bends and Stamps. I do this with tho belie! that in so doing 
we will serve ourselves well. 

"I earnestly urge >""' to """""'r this cAll t o National Defense, 
and beli.;ve you will, for no group 1a more loyal and patriotic 
than ours, nor sronter advocates of thrift. • 

~lli~~JL~ .• ~~ officer of t he Natio~l Association for the Aclvanco­
mont of Colored People and sta.tf assist ant, Defen.•e Savings Staff , in ( r ecent 
addros• bdorc the National llegro Business League: 

"De:nocracy in A:ACrica is in the mal<:i"6, and will be in the 
making for generations. Although it is tho ~htiest and 
the most advanced democracy in the world to~v, it has not 
caught up with t ho star on >Chich its fO"mdor~ first gazed. 

"Anybod,y can point out maey of th~ faults of this del!locratic 
society. . . But in a tir.le lika this, I want to cill atten­
tion to sCMne of its virtues . The lite of tho Negro Business 
Leaiue ancl thc--proiro..-o"f ·uegro business ~:~en for the last 
forty y&ars - theoo aro an indox of the true c haracter of this 
democratic country. , , 

"You and your comrades, cnn br ing t o the attention of colored 
people and all people the =r.itold meanir.g of the pNgram of 
the lloited Statco Trolll:ury to unite Aoerican Citizens in De­
fense Savings, • • " 

*""FIRST IIECR:J BUSINZSS organization in Charlotte, II . C. to report that 
all of ito er.tploye~s wore buyil\j! Defense 9onda and Sta:npe wD.S the Slake Roalty 
and Insurance Agency, W. Cottrill Blako, pr esident . 

-14 -
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.SEW ADVERTlSING IDEA CATCHES ON! FOUR MORE POSTERS CONTRfBUTEO 24. 

If ~.~;z& 
. NOMI 

Mnnuf1tdu~rs whose rumtes are household words zne no"• l endi n.g those nruner:md lheir r"moutt 
~~0~'11118--lO •uh•c•·litiing Dtlfense Ootuls 1HUI .Stnmps. In News Lett{'l" N' o. 18, we hho wed you J)()Sh!l"tl p~Jlllrf'tl 

" • •ul iiC'Ii\'CI'l'(l 10 ret:ti lers by Bordtn's, Tho Comic Wloekly, Nucor., tntd SIH••·win-Willizun~. liNt~ ure. (0\11' , 

more (lOtltcrs in this great ;;I ndustries Coope.-.tion Se•·ie:s''; ~0,000 copies of ench ht~.ve befn priut"d for 
tuition• I distribution. 

SIMMONS COMPANY -··· ., ,., ....... .... ,, .. , ... ,.., ... 
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------------------------------------~25 
D E F E II S E S A V I N G S 0 N TilE AIR 

Radio Progra.u For Caad.nc 1hek 

llonda7, Oct • 6 FOR .umtiCA liE SDIG 9:~10:00 F. 11, {EST) 
NBC Blue Net"OOrk 

Sycphorv Orcheetra conducted b;r Dr. Frank Black with the rrac Choir. 
GUEST STARS: Princeea IIOblq Luahan7&, Elizabeth Lennox and Frank IAmn. 

* * * * * 
Tuesday, Oct . 7 IIILLIONS FOR DPl'ENSE B:OQ-9:00 F. 11. (EST) 

NBC Blua Network 

This week • s all star cut includes Amos and Andy, llUl Stem, 11srry Bonzell, 
Barry l'lood and Leonard Joy' s Choir and Orchestra • 

• .. • 
Saturd&J, Oot. 11 

• .. 
9:15- 9:45 P. Jl, {EST) 
Jlutual Net"OOrk 

S~hocy Orchestra conducted b;r Alfred Wallenstein. CoC~Dentator 
De...., Taylor. 
CUFST STARS: \Verner Josten and Suzanne Sten 

.. .. * * * 

Illf'ORTANT 

Uote that the three eoast-t~oast radio progl'll.IOS under the direction 
of the Defense Savings Sta.tf are now being heard at different ti.ces due to 
the shift !rom Dt.yl.ight Saving to standard Tl..ce. 

!Iota too, that "llillions For Defense" is now heard on Tuesdays over the 
IIBC Blue Net"OOrk inetead o! Wednesdays over CBS. 

Do the newspapers in your comnunity call special attention to these 
prograJ!IS? Hel.P secure a large listening audience tor all of them. Thq 
promote the sale or Defense Bonds and Stamps. 

!In. Next Week•s !IDI'S LETTER: 11511 ~ in 
~anton . Ohio. Story and pictures o 
CantoriTs bii Defense Bond and Stlllllll Parade. 

- 16 -
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ASSISTANT SlCR£TARY OF TH£ TREASURY 

October 4, 1941. 

To: Secretary Korgenthau 
From: Kr. Gaston 

Before I knew about the Seattle 
trip I had given permission to Admiral 
Waesehe to go to Chicago next week to 
attend meetings of the National Safet.y 
Council. He is Chairman of the Coastal 
Regions Section of that organisation. 
Be is scheduled to preside at a meeting 
of the Karine Safety group on Wednesday 
morning and to address the entire Council 
on Thursd•T· He had planned to be back 
on Friday, leaving here Tuesday after­
noon. This is a meeting of some 
importance and I hope it ma1 be possible 
for you to make an exception in this 
ease to the general rule so as to per-
ai t h.ill to go. He will of eourae be 
in close touch with Headquarters here 
thN>ogh tho Chioogo of~ 
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TREASURY DEPARTMENT 

I~I"'''C~ COMMUNICATION 
~.,~ 

,~ 
To secrotarrl!'orgenthau 

29 

••oN~r. Dietrich CONFlDENTIAL 
~esiotorod otor1ing tranoactiono of tbe reporting baako wore aa to11owol 

Sold to ca.merelal concern• 
Purchaeed frOQ eo.:erc1al concern• 

Opoo urkot oter11ng rr.oe.ined at l!. OJ-J/4. !be onl7 reported tranoecUoo 
couhud of 1.2,000 oo1cl b7 a !lew York bank to a bank in Coloebia. '!'Ilia h 
tho flrot open market eale to a toreigo bani< t hat baa boon reported 1n oenral 
'20Dtht. 

l.'bt Cuban pooo dhcount D&rrowed tracUona117 to 1/16<{., a new ~b. 

The ~&II free ptto ac!YeJlCed to a t iool quotation of . 4500. l!oda,v' o 
mo•02ent ralooa t bio week '• gain in the peoo quotation to 100 pointo (11) . 

In !lew York, cloeing quotBtiono tor the toreisn curronciea liated below 
vere ae !ollove: 

Canadian dollar 
J.rgenUne peoo (tree ) 
Bra•illan milreio (free) 
Co1o:!!blan p eao 
Mexican peoo 
Veneruelan bo11Tar 

ll-l/4. diocount 
.2J4o 
·0505 
·5775 
.2070 
. 2700 

lie purchaud $1 , 500,000 1n &<>ld tro:o tho eanurked acconnt of the Central 
:;.,;. of the Urucua7u Republic. 

llo nov cold ongace~eoto v era reported. 

• 
Regraded Unclassified



30 

Hotel R1ohemon4, 
Geneva, Swltterland. 

4 October 1941. 

uy dear ur. Secretary, 

I am sendi ng off by t his val1ae some more notes , 
this time about self-deter~lnation problema in Central 
and South-Eastern EUrope. I t hlnk t hey may interest 
you. I am convinced that t he next peace will not work 
better than the last one did unleae t hese questions are 
wisely dealt with, whlch to m¥ mind means that the United 
Statea muet take them ln hand. I feel eo s trongly on 
the subject t hat I sh?uld like to have these notes seen 
by the Presi dent. Could you ask him to look at them? 

I have confirmation that the rrench are still refus­
ing t o pay the Germans occupation coate in gold and 
exchangeable currencies. The deadl?ok remains unbroken. 

Here in Swittcrland, the market-price o! gold contlnuee ~ 
to decline. As it is still well above the Swiss National ' 
Bank 's buying-price, it may deolins further, especially ae 
it seems the new Swlss ealee tax of 2% may be levi ed on 
tranaaotions in gold. There ie recurrent talk in Switter-
lend about revaluing the franc so as t o bring 1t back to 
the level departed from 1n the fall o f 19~6. when a ~0% 
d&valuation occurred. 

Certai nly, the Swiae Franc ls ~etti~ to be the 
standar d currency in EUrope. The Reichemark bil l has 
fallen steeply of late on the fre e ma.rket, and at present 
le quoted at around or under ~0 Swiee rrance = 100 Reiche­
a>arks, li<G a,o;ainst an open rate of about 74 a year ago and 
an official rate of 172 Swiaa rranos : 100 Reichamarks. 

The Honorable 
Henry Uorgenthau, Jr., 

Secretary of tho Treasury, 
Washington, D.C. 

The 
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The Geraoane tl')' to divert attention troa th1e teeble­
ntll ot the Reioheaark and to tip the eoalee in trade to 
their advantage by forcing the ccuntriee more or leaa 
under their control to line up their exchMngea with the 
Reiohemark. The Hungariane, although they have eteadily 
refuted to increase their premium on the Reichamark, have 
juet yielded to German pressure to the extent ot reducing 
their premium on Swiee France !rom around 36~ to 21 3~ 
(the tame pre1111ua t hey pay on the Reichemark ) . Th1e meana 
that ae "the Hungarians have to quote the Reichamark at 100 
RM: 166 PengO, although the croaa- rate reeult ing rroa the 
tree market quotation tor billt in SWit~erland is abo ut 
100 RM: 75 PengO, they will now have to quote (off i cially) 
the Sw1ee Franc at 100 PengO • 102 SWiu France i nstead or 
100 PengO : 84 SWiae Franca, the rate that bad prevailed 
tor eoae time previoualy . Thia eight be a nuieance tor 
tbe Hungarian• it any trade they may still do with SWitzer­
land, now that Germany engulta alaoat all SW1t~erland can 
be made to export, had to be traneaoted at the publiehed 
ratee. In tact, the Hungarian• alwaye discover meane or 
overcoming euoh little d1tticultiea. And it doea not teem 
to bother Dr. Funk to see the open-market value or the Pengo 
bill riae trom roughly 43~ or the official quotation to 52~, 
at a time when the Reiohamark bill has sunk t o 17~ ot ita 
official value and still appeare to be sinking. Thue the 
pertor~anoe ot the Reichsmark, •the beet currenqy in Europe• 
according to Dr. Funk, ie worse even than that or the Lira, 
the free market quotation or which (bille) ie about 3~ 
or the official rate. 

It must be remembered that the ut1lhation factor 
arteota free market quotatlone tor billa. Hungary baa 
t he aenee to peralt the import of Penge notes (though not 
their exrort) without lLait. In Germany and in Italy the 
import or domestic not es ie illegal, and anyone caught 
attempting it ie terooioualf puniehed. The tact that the 
Lira hae etood up on the free market better (being quoted 
around 31% ot t he official ~·ari ty) than the Reich .. ark 1a 
probably due to ita being lee• dcng~roue to emuggle Lire 
into Italy than Reichemarka into Germany. 

Naturally, one reeult or thie crude German rate­
rigging it to make the viotimi~ed countries desire to 
obtain Swiee France, in payment, in preference to their 
own currencies. It eeema that when the BIB recently 
declared ita dividend all the continental European ahare­
holdera were offered payment i n their own currenciea 
Calculated at an exchange rate which the BIB hoped would 
prove attractive, but that they ell ineisted on payaent 
in Slriee France . 

The 
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The Germane, although they have impoeed upon SWitzer­
land a trade agreement under which SWitzerland hae to chalk 
up an export eurplua toward• Germany to the tuna ot •oo 
million S.iee France per annum, which meane SWitzerland paye 
her own exportere, or, in other worda, teeda ott her own 
tall as tar ae trade with Germany goee, have recently been 
eelling appreciable quantitlee ot gold againet 8w1ee Franca. 

An amueing aide-light (forgive me, it you know it 
already) on the UBA-Japaneee eituation: After Japan joined 
the Axil, the Jape took to getting the German on the Bill 
Board to preeent any remark• they wiehed to make. Quite 
recently, since the freezing ot Jap balances i n the u. s.A., 
n Japanese official resident in Berlin has come personally 
to Baeel tor the purpose. 

I hear t he BIB goee through any propoeition coming from 
the Japaneee with a fine-tooth oomb to make sure that it 
does not aim at defeating the freezing measure, 

There ie a yarn from Germany that Gering now deapaire 
ot eecuring a complete defeat of the Rueaian armies and 
eeee the only hope of viotor,y in attempting to occupy the 
Britieh Isles next spring, putting all Germany has into 
this throw, with 100,000 planee and poieon-gae, Thus, 
eoae Germane eeem to fear that their Balkan and Russian 
venture• have not only lost them a year, hut have so 
extended their linea and lnoreaeed their materiel and 
tuel coneu.ption ae to threaten Germany with dleaeter 
unleee ehe can down Britain in 19•2. 

Believe me, with kind pereonal regarde, 

Sincerely youre , 
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Octo 'bu II, 191o. 

ST!UC!LY COlll'IDliill'rLLI. 

the HoDOral>1e the Secretar:r ot the !rreai'Cil':r &114 tr.......t ta 

herewl.th a cop:r ot a atrlctl:r coot1cl8nt1a1 4.a-tch troa 

tha .t.aerican Conau.late General at .t.lciera, clata4 Sept­

'bor U , 19111, concerD.i.Dg Balci&ll an4 Poliah &<>14. 

J'roa Conau.lat• Genoral, .t.lciera, 
Septcber 11, 19111, 
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.&.lc1eft, .U.rl&, Sopt .. ber 11, lMJ.. 

lle]<!J:ia.n and Polilh cold. 

TIIJ! RQ!O!!.UL£ 

Sir I 

TliJ! S&Cl!E!Al!r C1l STAB 

1'J.Sl!IF.G'l'OII 

I haTB the honor t o report that during tho 
put montho I haTB lll&do a nwnber of inquirieo regarc!J.n« 
tho rumoro that have been current d noe lut Spring 
of the r emo't'&l. of part or all of tho l!elgian and Polioh 
gold which I reported 1n 'l1l:f telogru of Janu&17 14 
from Lhbon aa otored 1n J'rench loot Africa, pr1nci­
pall,y at Xqe, Senegal. 

AccorcUn& to a rell&blo l'ronch official """ 
in A]<!J:iero who haa oerved aa a -•ber of tho Jronch 
oconoaic miooion to the Germaa Arl01ot1co Co-aiooion at 
1'1oob&Un ihlriDg the put year, tho necotl&tiono 1n which 
bo participated rep.rding tho cold 1n queoUon have 
4recged on for !OODtho. lie oaid thot 1n both caooo the 
COld •u 1n tho form of a depooit with tho l!a.nk of l'ra.nce 
'111 t he Central bank of the country iDYolftd. 'lhe claim 
apinot tho l!a.nk of !'ranee with which it waa dopooitod 
formed the baaio of the negotiation in each caao. 

'rho Gorman Armiotico Oo .. 1tt1on from a 
Juridical point of Yin oimpl7 aupporh,d t ho clol.at 
of tho llaD1c of l!elgi'WII and t he l!a.nJc of Poland on the 
FOWid that Ge1'11&D7, tho occuwing power, had tlw roo­
pona1b1lity of protoctins t ho 1ntoroata of theao central 
b&Dka. It appearo that the reorc-n1sat1on of tho Bank 
of lle]<!J:ium wu a auch aimplor .. uor lopll7 than that 
of tho l!aDk of Poland. The d1Yio1on of th.o territory 
of Poland between Bustl& and 0.1'11&111 ~ntl7 led to 
110.Qf 100ot lop]. pointe which enabled tho Jronch lhlrins 
- 110ntba to oppooe tho cloia for tho return of the 
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..,..u. au - .... uttlftlt 1a u.. - ot •lct­
•• laCial .,........,. ot u.. :a.u ... taeU'-'S.• anun•17 s. 1oa uu:a. •npL 

!be J'reaab J10elUoa • ul .. trc. ._. ••U­
••tal ooulatraUou - ap]IDftat~ la ..,...4 oa t.M appn­
beuloa that alter U.. war \be le]c1u u4 Pollah 
Goftr.eah, - eat&bllabe4 lD 'hcln•, wUl hol4 :rn­
NIJIOMlbla tor U.. rel8ue of the &014 to the Jll'lllat ... ,ra:a bub lD oocuple4 terruo.,. wbioh 1e OAl.T 1 
t ..... tor atll'1'017 to~. '!herefon the heDoh 
haft .,...,. .... oa to prooraotlDate .,... \bncb u.q h&,.. 
felt U....lfte lD ao poalUae, du to the a.-r ot ••rl- reprleale atteoUDC .,...,. Jlbu• of the MUoaal. 
exlew-. to retua nat~. 

!he otticlala lD cru-U• oal4 that t.M heDoh 
- wu creatlT weabM4 llr t.M lD1Ua1 ucoUatlou 
oodllo\14 llr II. La't'll lD U.. fall of 1MO at wbioh tt. 
Laftl acr-4 with U.. Ger.DA ... \borlUee to the relaue 
ot the lelctu u4 Polloh 1014 hel4 liT Jruce lD .&.!rica. 

Ia a44i UOD to ar""'"nh ot & Jurl4lcal Mture 
the heDoh haft eiiJ>lo:)oe4 othere of • praoUcal ohuacter 
ouoh u the lack u4 41Dcer ot traupon. !'he official 
tol4 • U..t IODI IIDJlthe 110 a trial ohlpoeat ot Olftral 
tou Of COld Wll IIJlt ln four trauport :plaua onr the 
1114lterran..,. In 10111 J!VIhriou.a -er, he oal4 with 
& wiDII:, the BriUoh ueerta1De4 the oovea of the ))laue 

' 1114 the tne ot •rche.n4111 t1117 were Olr171DC• Jr1t1oh 
war )llaMa ~4 the pl&nle hack lD \be1r c...,... without 
atholr1nc U..a aD4 their 1014 ,.reo wu eca1n a.poaued 
lD a late place lD heaoh Uri... !bat 1nclatnt prorlat4 
the lrenoh at lieebeAan with an -U111t bade tor pro­
trae\14 oorreapODat- oa the nbJeot. '!he a.-r of 
••• trauport &lao wu _,....had ~·· I 1nq111re4 
repl'4lnc the trauport ot • aubltantlal quanUv ot 
lllcian and PoUoh 1014 111r the Jrenoh oruieer Georca• Lercu• 
tr• Dabr to Caaabluoa (aM Cualllaua1a 628 .t.ncoat 31., 
12 n-). I a 1Dfor.4 th&t OIDiral lqpa41a orpaiutiae 
lalowa aothlDC llllaW...r rapr41DC thia allaca4 ohipoeat. I 
.. told that the .a..!airalV at T1ohl hu lolpt t.M •ttlr • 
olooe eooret. ICr lntoraah 4o aot .. 1111 the ohipoeat ot 
1014 11r that ftaael 'bv.t lliV t1117 are aot lntorM4 llllat 1t 
&lliJ -uat Of 1014 W .. oarrie4 OD the r1J10rtl4 YIIIJDCI• 

• ' 
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I llaw looaN ..-n Uaat .U of U. »-leta u4 
Poll.all pl4 ri~ u. -P'Sea of a ... .,. ~1 .....,ut;;r *toll 
1a oa14 to llaw lOOa e!LlJIIIM to IJoarope e- U• 1110, !.a 
!lOW otore4 l.a ~ ~h of ~ ......, ot .f.lcorta 0114 o\ller 
'llulldac l.aoUtuu- 1a .UCton. _. w._te oq t~aat 
~la !.a DOt ~· -· !lulir 4o DOt laloor _U, U. .... 
bu an1ft4 »re oooteouac ~-elfte wl~ the otat-t 
that it lo a n.beteUal •oaot 1111\ far tr• t» total. 
PraoUoal~ all of ~· _, whlob bu urlft4, thq llf', 
bu· •- 1lif truck 0114 rail to J.lclen u oloo~ u )IOallble. 
!hey are c-rtalo Uaat tlwn will be DO bu\e 1o 1\o eh1:r-ot 
to llurope eo4 1h lhl:r-ot tllu tar la ... lcP4 to ponuate 
the o. ........ ot \llelr oo.pltaoee ··~ tlw acn-ut to 
releue ~ pl4 *lob appuellt~ ,... urift4 at otter 
the nlwlaUoo ot ... .,. lecaJ. u4 pnoUoal mll\e~ 
wblob th.e hooch coa.l4 arrue. 

0... oftlclal tol4 • that U. 'faUlt apace ot 
the J.lclen 'boull<a WO'Ill4 be ......,. .. to eton all ot tlw 
Jelcle eot Polleh sou tlblcll bu beea parlao4 1o hooch 
leot Urloa. Accor4lac to ~ iatoraUoo reporle4 to 
the Departunt 1a 111'1' lUIJ1IlZ7 14, lKl, thlo uoaote4 to 
about 2t50 to111 ot JoleS.. cal4 ao4 approxt..te~ 53 tou 
ot J'olleh colt. I haft ho4 oo OJIJIOrt'llolt;;r to ftrlt:r tho 
occur~ of thlo eotiaate. 

I ohall report prOII})\~ ~ 11441Uonol lotonoaUoo 
wb1ob I 1111r obtaia oo thlo n.bJeot. 

l.eopooUial.~ roara 

lloberlll.lilllarJII1 
Coaoaelor of labulf' 

Copleat 

lD triplicate to t» Depart•ot 
.&aerloao labulf'. Tlclv', (no Lloboo JI01lCh) 
lllpl-Uo .Acnq, faDcier, 
.ber1ou OCIII.ftla\e Oa.eral. OuU'w••t 

• \ 
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tc o P t/ 

PAlW'!IP.ASE OP '!i:LEGIWI II!ICl:I'fi!D 

l'l!ru: .L=erican bbuO)', 'lo]Qro, Japan, Ti& 
Sh=d>ai and II. R. 

I».'!E: October 4, 1941, 

NO, I 1562 

See telegram No. 550, dated Ausuot 20 , 1941, 9 P••· 

from tho Department and telegram No. 1042, doted Septecber 6, 

1941, l a.m., from the Embuoy. 

Repreaentativea of Chile and !r$zil in 'lo]Qro haTe no-

lntomod the bbuO)' that ao far u thO)' blo- no efforto 

han been made by Japan to lnc!uee t heir countriea b:f uano 

of tnde reprh.ale or threata of ( T) to euppl,y Japan with 

primary materiela. Even thOUGh trade between Chile and 

:Brazil and Japan has recentl,y been groatl,y curtailed, the 

repreaentativea indicate t hat Japan hat maintained a 

circum•]'!Cct approach towards 1te commercial relations with 

C~ile and Brazil and has eTidencod OTer.y de• ire that the 

exchant;e of products wlll be continued. (See E~:~baaoy1 s 

t olocrea, reference abon. ) Chilo and Bradl, a<:eorclin« 

to the lntol'llanta of the .EabuO)' , apparentl.v han no 

intention to court ea.aercial taTore trom Japan. Howe~r. 

they are not rejectin& ouch opportunitiea e. present them-

oelToo and which conform with the preoent eo=oereiel 

policioa of each to trade with tho Jrpr~eae. 

'lbo particulara which follo• haTO b .. n lllparted to 

t he Eab&oay in regard to t he current trade aituat ion 

between Japan and :BruU, Japan oDd Ch1le and are 

• 
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Nptate4 1A nPJ>le-Dt to tba 110torw.t1o11, 1A repn to tba 

•tter, which U.o Jlepart.e11t - llo.ft alreaq, 

1. CI!ILI. su .. tbe u.s. !Nea1ac or~r. 011]¥ two 

abipo haft oa1lo4 tor CII>Ue.., porto. It 1a laloor11 that 

1A the 11ear fUture - O.ON 1o ochodule4 to oo.U, At 

U.e ]r .. ..,t U•, \Ioree or 110ft Japeneoe obipo are 

rotun~J.Dc fro. CII>Ue. t'lro ot the JapeMoe obipo ..,. 

briDCiDC Ditro.to C&r«<OI• 

Certo.1n Japaneoe 1Dtoreoto ha.,. a contract wltb the 

brport Jltrate :bport Oo~~p~~~J. tinder thio coDtract, U.e 

Co~~poq io to wppl,y 100,000 toea of Ditr&te &ach year WltU 

JUDe 30, 1943, W>dllr which 65,000 toD.a weN e~rte4 to 

Japan 1D t he :rear ell41u,c (1940); u4 clur1ac 1941 lou thaD 

10,000 ton-th1o latter !~cUre eo10prloeo t he two aarcoeo 

which ..,. o.t the preoe11t tiM beiu,c obippe4 t o Japan. 

!ba la'lluq wo.o DOt tu.noilbe4 with !~cUrta tor tho 

preoel1t a porto of copper 1:IY tbe J&P""•••· llowo ... r, it 

1o un~rotoo4 that the &IDOWit of tbeoe aporto 1o omall. 

It 1o &lao W>~retoo4 that tba co11traet for t he pu.rc:haeo 

of c~r lU' J&JI""' wUl u p1re at U.o ea4 ot the year 1941 

u4 1 t 1o probable that t here will be 110 """al of the 

contraet. 

!here ..,. oo.,.ral reMODI for tho 4raot1o a\U'tallant 

of JaJI""'III laporte of U.e two .. torialo .. .,uone4 o.n4 I'I1Cb 

.. terialo o.re 8lch nee~4 111 !oqo, 

!ba aa1D ezport to Chile lU' tb• Japo.noee baa been cottoa 

• 
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coMa• •-. the t.pon ..n.t tor thia Jftdlaot hu a1ftA4r 

liMa Oftraol4. Ia ..,.. -. U.. !..port tnda tor th1a 

prodlaot 1a 11a1t.4. 

11th bolt tn oxoepUoJla, Japan 1a UDOblo to wppq 

other cooda (ouch .. ...mlAa.,. . aut-tho equ1~nt, 

olootr1cal appliuoea, at ootara) which 1a requ1Joe4 llr 

Chilo and which Chile 1a w1U1Dc to 'boQ' 1A !oll;yo. 

Japueae cre41ta 1A Chilo are ullautad at the proaed 

tiaa. !hla 1a ba....,.e of the 1Dab111t;r of Japan to eecun 

ChUM~~ t'aD4a llr .._ of Japan .. • u:porta t o traDater 

tuDda troa other countr1.. to the account. of ChUa dlao to 

a tra .. tn, ordar. !he b'buq haa been 1Atoi'IIOI4 llr the 

IIIQ)Ort C"""erc1al Attacl>o that, aa 8T14anca of th1e tact. 

Japueae iaportera ad.v1ae4 him thAt they have uaod up the 

laet of the Japonooo funda 1n Chile u pq110nt for the two 

ah1~nh of nitrate (which are MnUone4 abOft) . 

!bo iaport anthor1Uea have liMn approached ey tho 

Japuaae to the end of ettecUQC ~nta fo.r t nda 

on a 'buia of llarWr. ln t1U'I1, tho WC«<• Uon haa liMn 

II04a ey the Chileana that a bl'ODch ba eatabliahed 1n Chile 

of the Yo~ Specie l!e.Dk, 1n ordar to clear financial 

tranaacUona 41J'Oct between the two countr1ea . Bowonr, 

tha bank haa docllAad to do ao thua tar • 

.2. mw;n.. OJil1 thrae ah1pe 4u.r1n« tho I*•t tour 

11011tha ban aaU•d froa Japan to :Brasil. OM of tho ah1I* 

daparte4 after tha troedn« ordar of the u.s. At tha OD4 

• \ . 
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of t.hb aont.h , a fUrther aail104 io ocheduled. On Sopteaber 1, 

the 'rOA UL'ID loft Japan. It c&rTied a ohipoent to l!ru11 of 

$US106,000 worth of eillc thread. 

In o~ito of t he atop~ of oxporta to J apnn of ouch 

""'toriale ae mine rals, d1amon4o , and mica - which Japan 

io moot nnxiouo to aeoure (T) - it io felt tbat there 

1o r oo" for a good deal of trade i n other 1to01a, eopec1ally 

cotton , which are not on tbe preacribed Uet, According 

to oxpaetattona, it rlll be poaaible tor tho trade to be 

financed between 7en and milreie throu£b the Japaneoo 

branch baDica in l!ru U. The :oo.in problo:> 1o i.aplement104 

the trade ia thnt of ohipptna. J apanoae ahipa are now 

required to ca.'<e trips around South America and thh 

fact or apparently detdna J apan from aond1n& man;y ehipo 

to Brazil. 

!he Japeneae GoTerncent, i n connection with t his 

ehippi n& d1ff1cult7 (1), 1a urcentq requeattna the 

autboritieo of Brazil to intercede with the U. S. Oovero­

•eat to aake an exception in t he caae of l!rasilian cargo 

ahipa and to allow ouch n aaela 1lb ich ue en route t o 

and t ro01 J apan to paee t hrough the Panama Canal, 

Thh i a tho end of the ...... 

894. 24/1732 

E.\:PJU 

Co~:bJ:l0-14-41 

Olli'f 

• 
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PAIIAIDAII& C# m •IIWI ••na 
""*' AMI'leaa ... -...,, llal•, D.r., .. 1111 .. 

DA!SI OeS.Mr t, lttl, .... 

110. I 114 

n. •k•q hu waa lata ... & \laat tM ..... u 
0..1'111 la MuiM 01 'T ... el....a U laqldl'f tree tM 

Valaa .. aaacrua INlUOI of Juolell .... Ula pl'lM ., 

tree17 .. ponaltle pl& 'llal'e .. al .. , aau ... , ,,.. 

41 

laQII11'f ltalal aaAa ltJ' ••le&rapll. It h proltaltle Uaat 

~· la~l'f h aa ladloaUoa of tlt.o IIMaalaou onl' 

Mn dollar dopoelh la Allarloa aa4 aa eftan to eoii'NI't 

•Yeb 4ollar 40pol1\l 1nto celt ltal'e. 

turo •• ao 11141oaUoa 1a Ulil tolecna f- ltd.._ 
laa4 •• to Ulo Aa1tl.aaU~a of lliM gpartaltla 'llal'l _. ol 

the ~Ut7 of ~4 'llal'a tlaat "" .. dre&. 

ftoe ._...., s..l1011 h Ml .... .,_, .. lt7 Ulil a.­
do OolloNlo that die oola azponor at pl4 11 die auk 

of Mlli1Mo lllall tallew \1\11 taare11p 'lfltll Ula laUII'. 

'· ICC! J ~ . ' I '3 

• • 

Regraded Unclassified



c 
0 

p 
't 

FP.OK: American Conoula to, Df\k&r, J'nnch Yeot J.1'r1ca 

DA~: October 5, 19~1, 4 P••• 

In •~ite of t he eftorto of the Germane to oecure 

part or all of the gold v!l ieh balonco to the :Be:1o_ue do 

runco, 1t h s till h French Vut J.1'rica. 'l'he intor-

""tion ..,._. g~':'c.n to t he Ccnoulat4 b7 the OcYOrnor ~erd. 

Vorioua place• i n ~~e interior otnre th e gold . A oe&ll 

amount of the gol d waa sent to France. Hov•Ter. accordine 

to Bo t .. on, this gold waa r OJ)l aced by tlle """" weight of 

col~ produced in t he dependency. 

T"oe Deport.,ent knowa vb&t b ... beco::te of the Bol<:ivo 

·~~ the Polish golcl , ..,cordbc to a otate=~ent """"" b7 

!A:PAX 

651. ;1/2908 

Colly:bJ : 10- 9- 41 

• 
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54 36 

V SEATTLE WASHN OC T 4 1941 308P 

IIORQENTHAU ~R •r '·. A\1 8 r 7 

LCARN VOU FINO IT IIIPOSS IBLE TO AT TEND AND ADDRES S THE 

" -

A~CR I OAN r EDERATI ON o r LABOR CONVENT IO N HOWEVER IT WILL IE ACCEPTABLE 

SATtSrACTORV FOR ASSISTANT SECRETARY QASTON TO SUBSTITUTE FOR 

ON OUR SPEAKINQ PROQRAMo 

WIL LIAM QREEN 

740A 

-
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:::~UP ":EETiliG 

fresent : 

: .. : .Jr : 

1'hompson: 

~: . ::. Jr : 

u- . 
J,;r , ,. :..r. 
!.rr . .. 
)..!' , 

::r . 
).:r. 
Mr. 
!.~ . 
t:r. 
lfll' . 
Lfr . 
L:r . 
!.1r . 
Wrs. 

Bell 
\

4 :aesche 
:.:Orris 
Johnson 
Haas 
Gre.ves 
Kuhn 
Foley 
Blough 
Bernard 
Sullive.n 
Thompson 
Whit e 
Schr.arz 
Klotz 

October 6, 1941 
9:30 a .m. 

I take i t that ~. Gaston i s on hi s nay t o 
Seat tle? 

t.e left last ni &ht. 

You have all met ~. Barnard? 

Norman? 

iiothing this morning of importance. 

44 

If you ~ill put that cushion under your elbow, 
3lough, you will all have more room. You 
all look so uncomfortable there. 

Daniel? 

• 
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ilcll : 

H.::. Jr : 

Bell : 

:: . ~ .Jr : 

~ell : 

:~ .:.·. Jr : 

Bell : 

?arnard : 

H .~: . Jr : 

45 

- 2 - • 

Bob Rouse and Allan Sprou! are in town today 
for a meeting, and they wondered if you '.\lall ted 
them both here tonorrow mornine for that 
other meeting. 

Yes , because I am not ~oine to Seattle . I 
don 't want to be rushe~ . I may not want to 
do this until Thursday . 

That is all ri9ht . 

Because I find myself at the present in com­
plete di sagreecen t 11ith everybody in the 
Treasury. 

Really? 

On t he financing. You see? I am in compl ete 
disagreement 11i th ever"J memorandum I have 
gotten so far . So I l'lill need oore time . 

I can t ell you any time you \'/ant t o of my 
talks i n New York. 

·:lha t I thou:>ht I could do is this : I an going 
to ask Yr. 2arnard to stay for a ferr minutes 
after t his meetin~, and then r icht after t hat 
I would like to see ;rou (Bell) and iiaas and 
lladle;r and J.:orris , and then after that I ·.7ant 
to see Harr;r ·:.hi te on J.:exico . 

~. Barnard, if you Tiould make a note , at 
e!cven- thirt;r we are havin~ a nccting here on 
Social Securit;r. Thc t is one of the things I 
11ould like you to sit in on. 

This morning? 

At eleven-thirty, and Roy Blough is do1m 
there . If you would get in touch with him, 
he coul d br ing you up to date on ;·that we are 
doing. Altmeyer is comln~ over here. Tney 
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Barnard: 

H.J.!. Jr: 

BeJ.l: 

H.~. Jr: 

Bell: 

H.!.!.Jr: 

Bell: 

H.J.!. Jr: 

.. 
46 

- 3-

want us to go on the whole plan. So far we 
have only gone half 11'8.1'. I don't know whether 
I am right or wrong. lie .. llling over and 
try to sell me on tho who lan. So after 
you leave here, if you wo contact Roy 
Blough. 

Very well. 

He knows at leaet &I -.h &a I do, which 
won' t be difficult. 

Senator George and Mzo. Dou~Jlton are having 
lunch with me, &lid so h Mr. Sullivan. I 
sent th811 t.hat menage from the plane, and 
just before we attempted a landing, I got an 
answn. It sa14 Senator George a,nd L!r. 
Doughten were going to lUDOh with me, and I 
thought afterward, ~ell, I guess they don't 
want to eat w1 th me attn all. • 

I would like those boys in. 

Well, that makes both of thm out of New York, 
you realize, at the same tt.e. Of course, if 
you are going to do 1t Thursday, I don't think 
it makes a lot of difference. It doesn't make 
so muCh difference anyhow because they will be 
back there Wednesd&T morning. 

I would kind of rather do it Thursdaf. 

That is all right. 

Wednesday rushes me a litt le bi t. 

Thursd&T is all right . 

I think I am going to have to take more t ime 
to get the market ready if I can convince 
;you to go fll1 way. All right, Dan • 
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Bell : 

H .~.:. Jr : 

Bell : 

Bell : 

n.::.Jr: 

Bell : 

P. .:!. Jr : 

.. ::ite : 

li.:r. Jr : 

7.nite: 

Be!l : 

·:.bite : 

:: .:' . Jr : 

7ihite : 

47 
- 4 -

I see l'lhere Mr . Hull said that this news on 
l:exico is a little premature. They had been 
talking about signin.:; this week, but apparently 
they are not ready. 

I said I wouldn't even see Ur . Suarez until 
lir . Welles personally CP.me over and told me 
what it wns all about, and he is coming at 
eleven. 

I see. 

Are you in on this, on the Uexican thing? 

·.vell, I have been on the agreement . 

~ill lOU and white come at eleven, please . 
I refuse to move until I l earn what it is all 
about. 

We will be ready, I think--

I we.nt to kno11 ju~ t where rr;r money goes . 

T'ne Legal Division has participated just as 
much as any of the others , if not more , on 
the Mexican thi ng . The;r should be in on it . 

You moan they aro almost as good as the 
economists on this? 

They are even better. 

That is admitting a lot . 

Since it is bad economics, it is just ·as 
r.ell-- (Laughter) 

Are you feeling all right, Harry? 

I am feeling fine. 
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I!.L' . Jr: 

Foley: 

H.M.Jr: 

Bell: 

E.U. Jr: 

Bell : 

H.JJ.Jr: 

Bell : 

H.!J. Jr: 

Bell : 

ll .l.f. Jr: 

Bell : 

ll.t:. Jr : 

Bell: 

Which lawyer. 

Bernie . 

- 5 -
48 

Want to send hUu in? El even o'clock. 

We will be ready in the next day or so to 
sign an agreement with Iceland, provided we 
can get the necessary authority. 

Well, now, before you do the Iceland thing, 
at Cabinet - there h twenty or thirty mil­
lion dollars worth of Iceland cod that they 
want to sell, and there i s a big hullabaloo 
about that . I wish you would inquire about 
that. 

Iceland what? 

Salt cod, thirty million dollars worth. 

I understood there was quite a discussion at 
Cabinet, but I thought the President had 
approved the Lend-Lease idea. 

Well, the President - they said that the 
~ couldn't feed them salt cod, and the 
President said that - who is Secretary of 
Commerce - he was kno1'111 as "Pink \'nllskers" 
under ·,7ilson. 

Redfield? 

They took dogfish and cut their heads off 
and called them liberty fish and sol d them 
to the Army . (Laughter) Anyway, why don't 
you ask Welles about it? 

Berle is handling it. 

Well, I would ask Welles. 

This is ~uite an emergency situation. They 
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are dovm--

I told the President we are ready to go ahead. 

They are down t o their last dollars, and they 
have no place to buy their material exce~t in 
the United States . They need dollars w1th 
which to do it. 

Well, the point that I am making, if the Arr:r; 
or Navy go ahead, that was the thought , and buy 
this cod and give them thirty million dollars, 
they may not need our two. 

That would still take some time, probably, to 
carry it through. What they need dollars 
for is in the next few weeks to carry them 
over . 

What else? 

You remember we asked the bank examiners 
to ask a number of banks around the ci ties 
where t hey ar e making examinations as to 
whether or not they had compl ete knowledge 
of the tax notes and whether they were giving 
us service . Every one of them replied that 
they bad complete knowledge regarding these 
tax notes , and that they were advising their 
customers and helping them file applications. 
Of course, many of them came to small communi­
ties and said the inquiries were very small 
in number. Too , these were national banks, 
and t hey are liable to know more about it 
than the country banks, state banks. 

I have a draft of a notice to go out to the 
banks which I expect to have in final form 
this week. That was the thing you asked for, 
you remember, to go to the banks to be in­
serted in the depositors' account sheets . 
Ros Magill took i t wi th him over that weekend, 
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but apparently Ros is having quite a bit of 
trouble with his eyes, and be sent it back 
and said be couldn't read it , that be was 
sorry. 

Here is a list of the appointments t o go 
tomorrow morning. 

Ob, good. I am glad you got it. 

50 

l'le got one from Philadelphia this morning, too, 
\Ye have never had Philadelphia. 

Remind me, I am to call up Lew Douglas tomorrow 
sometime . That Detroit man was very good. 

Very ~ood . We jus t didn' t get anybody from 
Detro1t this oorning. The time was limited. 
We still could work them in, if you would like to . 

'~ don't we have a few in the afternoon? 

All right . 

Or better yet , if we are going to wait until 
·Nednesday, why can 1 t I do some ·.vednesday? 

Wednesda7 morning? 

We will start at nine Wednesday morning. 

uould you like to have that Baltimore man 
back? 

That Baltimore man was oxcellent and the 
Detroit man was excellent . 

All r ight . 

I will tell you who we haven 1 t had in a long 
time. Davidson of the - what is the other 
trus t ? The one that is so big in foreign 
exchange. 
Guaranty? 
Guaranty. 

That is Ge.rner. 
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J{o, J:e.vidson, isn't he chainnan? 

Central Hanover? 

Central Hanover . 

lie is not vecy active 001"1 . He is good nhan 
you can get him • 

.. ell, he cllLle do\'JI and he was quite critical, 
had quite a critical attitude, but he was 
al l right. Davidson, isn't it? 

Yes, Central Hanover. 

Central !Ianover. Isn 't he active? 

Not very, now. 

\Tho is t he president now? 

Gray, Bill Gray, 

./ould he knon anything? 

He is pretty good . 

There are t hree Grays i n that bank. 

.1illic S. Gray, Jr . , is the president . 

Rather than Davidson? 

You have had Do.vidson . You mc.:,rbe like him 
better for the particular purpose . 

./ell, he l"las very i'rc.nk. 

He is a grand person . 

Let's ask Davidson . lie knows his --

Oh yes, he kno11s it . I just said he r!l!.s not 

• 
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as active as he used to be, 

\/ell, if you tol d him what it 1·1as , he would 
Jmon. I liked his criticism. They do have 
a lot of correspondents , 

Yes, a gr eat amount of correspondents . 

And I v1ant George llarrison, please. O.K.? 

Good, 

All right. 

I saw the people in the Guaranty and Chase 
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and the National City and I also saTI Discount, 
so the onl y duplicate on that list is Discount . 

~~ything else, Dan? 

That i s a ll I have . 

Harold? 

You mentioned that you Tlere to call Lew Douglas 
tomorroTI, 

lie called me and I tolci hi.J:! O.K. 

Oh, as serving as a member of our c~ttee? 

Yes, 

Fine , I got your t elegram about J.!cLean yester­
day af t er noon and have so far got nothing about 
t hat , I am r eady to tell you that since you 
gave me t hat advert iswnent the other day I 
have turned that over to J.!r . Poland with t he 
suggestion that he see J.foLean and he had some 
arrangement to get in touch with him this after­
noon . It is doubtless the saoe thing that you 
have in mind. 
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\'.ell, that would save it - just as long as it 
is done . 

\',en, it is in progreos . I thou~;ht maybe you 
rrould like to let t his go . 

Ri(;ht . 

You gave me so~e letters on Friday for ~r. 
Odlun on the subject of spreadin& - -

Yes . 

• • • contracts into little con~anies . I have 
talked since l7ith 1:r. l:ack, imo --

I want you (Barnard) to listen to t his particularly. 

... vrho thinks that a good deal in that di rection 
can be done on their Lease- Lend and Red Cross 
purchases but that t here rlill be difficulty about 
t he rel?lllar purchases in vie11 of the provisions 
of 370\;l, but he suggests tha t he 1'/0uld like to 
talk this over wit l1 Odlum' s people . I said, 
"3709, that is the ~te.tute 17llich requires 
competition . " Mr . 1Annine has prepared, at 
:.:r. ~ck' s r equest, e. lette r to Odlll:l . 

I r.ill tell you "hat I r.ould like to do. I 
r.ould li:Ce to ~;e t l.:r . Bnr:w.rd L'l on this•. 

Fine . 

\!ell, I can sign it . 

Then I ca.'l ~ut l.:r . Barnard in touch 1'1i th l.X . 
!Jack, t hat J.s , if you think well of it. 

Yes . 

t~d they can arrange to cot in touch with tr. 
Odlun. 
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Yes . I think that llr . Odlum - well, supposing 
I let Mr. Barnard read this and then he can 
return it to J.lrs . Klotz , 

Fine, 

\'/ant to read thi~ lolr , Barnard? You can give 
it back to Mrs. JUotz . What el .. ? 

I have two or three little things relating to 
our bond progr8lll which perhaps you would rather 
I would defer. 

io'ai t . 

I have nothing else . 

Do you want to use me on Thursday for anything 
on your bonds? I can let you have eleven to 
twelve Thursday, if rou want to do anything. 
want to bring the fe low back from Detroit and 
let us know how he is getting along? 

Yes, that might be a nice thing to do. 

Supposing we say at eleven to tr~elve on Thursday. 
By that tilne we l'lill know if our financing is 
a success . Eleven o'clock Thursday, 

Yes, sir. 

You use that hour for what you think is the 
most --

Fine , 

But I would like to know how the Detroit labor 
thing is going. 

Yes. Well, I will have l!r. Iseby in here. 

O.K. If you want same tiQe, ask Fitzgerald • 
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This brief telegram in response t o Winant's 
telegram, if it is O. K. with you. 

55 

!larry, you get it afterward. That information 
that you sent me about the 1veekly goods going 
t o occupied China and free China and that 
group of stuff, you see . 

Yes . 

I make the sug&estion, if possible, I would 
like also what goes to Vichy France and Free 
France. Now, uhat you gave me up to date, 
if you have got a pencil, if you would prepare 
a letter, I want to send that, but one country 
t o a page, rather than the way you have it . 

You v;ant to selll it t o Tthom? 

The President, the Vice-President, Secretary 
of State, '!far, Navy, Colll!llerce and Hopkins. 
I mll sign it • 

That raises this proble::1. The Dellartnent of 
C~erce, with whac roe have been 1n conference 
in an atte::~pt to get them to take t his thing 
over because it is growing pretty large - we 
non have twenty men up there because r.e are 
taking all the bl ocKed countries for 
purfoses of foreign exchange; they f eel they 
can t do so, and so long as it is for t he use 
of the Treasury they aro willing t o l et us 
do it , 

If , hovtever, this is going outsidi the Treasury 
and we are informally suppl ying Dean Acheson 
with the i nformation, if it is going to a list 
of thia kind, they will feel very definitely 
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that it is a slight on their handling of it 
and wil l ~robably want to take measures to 
get addit~onal funds to handle it themselves . 

Well, i t is more important to get the inform­
ation for the time being and we will worry 
about the other thing. 

Then we will send it to this group? 

If you please. Do I O.K. this cable, Harry? 
ilhat? 

It is a very brief cable. It was from ~inant 
to yourself asking for some man to be appoi nted 
from this Government to sit in with the British 
to discuss the exports under the Lend-Lease, 
et cetera . It was taken up vii th Cox and we 
preferred to have tho principle settled here , 

Well, I don ' t understand it. l!ust I read it? 

The cable and everything is there. I think 
you will agree with the cable but if you want 
the \'Thole story it is in your hands . 

Has it gone? 

!lo, it is armiting you.r approval. 

'\ell, nhen you come in on !.lexico, explain it 
to me, will you please? 

All right. 

Harry, when you come in on Mexico . 
understand it . 

I don' t 

Some time t his week we would.like to set aside 
an hour, a.lmost an hour, to completely recanvass 
the British situation . I think it is necessary 
to do that . 
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Well, I am going into seclusion until I 
have solved this financing, eo I am not going 
to make any appointments util I have made 

57 

up my mind what the financing is, but as soon 
as that is, I will begin to make other appoint­
ments . Until the financing is over, I am 
not going to make any appointments , 

You may be interested to know that t he Ar~entine 
Congress has adjourned for seven months ~thout -
despi te a message sent by the Act ing President 
of the peremptory urgency of taking advantage 
of these stabilization operations, so there is 
a bitter fOlitical feud between the two uarties 
and t.hat l.s being made part of the footbAll 
of that feud so they are not likely to come 
for that l oan in the near future . 

All right . .1e had the darndest t ime trying to 
get South America to take any money from us , 

l!exico will take it. 

\',1 th respect to t he cable 11hich you sent De, 
have you already spoken to those men? You 
sent me a cable to have Coe see these men, 

flo , but if you will I'T!'ite a little note for 
ae or have Fitzgerald call tbell up - at Cabinet, 
you see, I brought up the thing. I said, "I 
would like to tel l you, Ur, President - 1ou may 
kno11 all about this thine - but the Bri tl.Sb 
people are hung.ry and ho11 can you expect them 
to fight on ampty bellies?" \'Jell, that 
started a half an hour ' s di scussion and I 
began to quote Coe, and fortunately - I mean, 
then Wickard got going, saying yes , that that 
was what he understood and it got on to the 
whole quest ion of - I want Coe to tel l t hsn just 
t his business of vthat he found amongst t he 
poorer classes of the Enclish people • 
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Then Mr. Fitzgerald will call and make 
an appointment in your name for t!r. Coe? 

That is right. But I got half an hour's 
discussion, and then I am verrmuch interested 
to see that Appleby the next day came out 
and said while he was there, ther were 
hung17. 

He had quite a statement in the paper about 
it . 

Well, that was after. I started this thing 
going. But Wickard takes the attitude that 
the fault lies entirely in England. 

Well, t hat is ell . 

But tell Coe not - just to talk the way 
he did to me, just on the food situation 
and about Lord Woolton and his chain 
of food stores in Scotland, and how he is 
more interested in those than he is in 
cutting out the little profiteer in the 
locality. I mentioned that at Cabinet. 

In the light of our recent radio activities, 
I would like to be allowed to approve 
a request from the ~e the People" program. 
Ther want to have our man who cestroys the 
old moner at the Bureau of lngreving on 
thei r program. Now, that is a sponsored 
program. I t old them if we could have one 
of the engr avers - one of the printers who 
prints Defense Bonds on the same program, I 
might be able to swing i t. I t hink we --

I am just in the humor on any sponsored 
pro~ram this morning that the answer would 
~e No" . Talk it over with Kuhn. 
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Shall I take i t up again' 

llo, don't take it up with me. Take it 
lip with Kuhn . I am off all sponsored 
programs, particularly when they have to 
do with instruments. (Laughter) . 

That is all. 

George? 

We are showing an increase on the charts. 

Well, say it louder so that Harold Graves 
can bear it . 

I guess he beard it. 

Yes . I have a copy. 

How many days? 

Three , I think. 

~bat , the total? 

59 

The first three business days in October show 
an increase over the corresponding days in 
the previous month. 

What was that record? "Louder, bro ther, louder." 
Admiral? 

1 have a report here, t!r . Secretary, and a 
copy of all. those messages you wanted. 

One thing which I thought was very amusing. 
Vrs . Roosevelt was at the bouse yesterday 
and she was asking me, and t told her the 
only time I was at all aque.m.eh was when I 
thought I was going to have ~o Jump. They 
said, "How did you fee l?" I sud, "I was 

Regraded Unclassified



Foley: 

H.M.Jr: 

\'laesche : 

H.!J.Jr: 

'l'aesche: 

H.LI. Jr : 

~:aesche : 

H.J.l .Jr: 

Waesche : 

Kuhn: 

60 
- 17 -

a little sqiii!IIDh • " They all walked back 
toward me, and I thought I was going to have 
to jump. She said, "Did you know what to do?" 
I said, "No," and she said, "I have always 
wanted to know, Let•a take lessons i n 
parachute jumping. " The first thing that 
I woke up this morning, Mrs . Uorgenthau 
said, "Now, when are "e going to take those 
lessons in parachute jumping?" I said, 
"Oh, I em thinking of my financing." As 
a matter of fact , isn't there some place where 
they do have - you go off a small tower on 
a wire? 

World ' s Fair. 

You saw that in the movies. 

The primary instructions for the Army for 
parachute jumping have something of that 
kind . Of course, they also had it at the 
World ' s Fair. 

It is not so dumb, you know. 

Oh, 1es, I think it is necessary for your 
prel1minary instructions . 

}[ave you ever taken any? 

No, sir. (Laughter) , I have taken lessons 
in life preservers and ~umping overboard at 
sea, but not parachute Jumping. 

Vlell, you stay here, Admiral, until Yr. 
Gaston comes back, will you? 

All right. 

Herbert Gaston intends to make the seme kind 
o·f speech in seattle that you were thinking 
of making on Defense S&vinga Bonds . It will 
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be very short. I am sending him a draft 
of it this afternoon. 

ITe went by train? 

He went by train, yes . 

61. 

Only one other thing, you wanted us to send 
wires to high officials of the Army and Navy 
and Matine Corps whenever we plan to put 
on an Army1 Navy, or Marine broadcast. I 
have a lista of h:enty such people . Do 
you want us to send the wi res out under your 
name? 

Please, 

~ould you like to see the lists? 

No . 

That is all. 

I almost sent a wire the other day to Harold 
Graves after the accident . ~n • t you wish 
you were with me?" 

Yes, I thought about that. (Laughter) . 

Mr· r.raves t ook his fi rst flight to Detroit 
with me a couple of weeks ago. 

Anything else? 

That is all. 

Blough? 

Well, you will see •• •• 
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I have nothing special. 

I think you might be amused by this cartoon 
if you haven't seen it. 

Do you want a preliminary report on these 
trust funds , and so on now? 

On what? 

On these funds administered by the Secretary? 

I will take i t . 

Everything else all right ? 

Yes, sir, 

One o' clock? 

One o' clock, You had bett er be here about 
five minutes of, because I have got a message 
f rom the President on it. How is your golf? 
The last I heard it was seventy-three, wasn't 
it? 

It got a little rrorse af ter that. 

Is the faQily back? 

No, they will be back in about a week. 
I came down with Secretary Knox this morning . 
He wanted to wish you "Happy Landings" . 

Was he yester<" ay at New Hackensack? 

No. 

Did you see that viol ent cartoon on Frank 
Knox in today' s Washington Herald? 

Yes, we read it coming up f rom t he field • 
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The cartoon? 

Yes . He cut it out and sent it to Mrs . 
Knox. He thought it would burn her up. 

Are you serious? 

Yes . 

V~ woulc it burn her up? 

Oh, it 8JIIUS ed him and he thought it would 
make her pretty provoked. 

he is kidding . 

No, I don't think he is . 

63 

At Cabinet I told the President there were 
two conventions last week, one in Indianapolis 
and one in Chicago. The Chicago one was O.K. 

Good. 

That started Frank Knox off on What a won­
derful reception he had gotten from the 
lawyers . 

Yes, he was very much pleased by that. He 
spoke at:out it this morning, coming down. 

Would you (Bell) speak to somebody at t he 
Federal Reserve and say, do they want to 
take on Paul McNutt or do we? He made 
a speech in which he said it was t he 
undemocratic and the fascist way, to cut down 
bn instal lment buying. That was in Sunday' s 
paper . Somebody ouglit to send him the 
President's executive order. Somebody ought 
to call him on it . I think it should be 
the Federal's job. 
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Yes , I do too , 

I t hink t hat same speech talked in opposi­
tion of increased Social Securi t y taxes, 
too, in the press statement I saw, 

Well, let ' s start by getting Paul McNutt 's 
speech, He did, according to that, but 
that I thought --

64. 

That fits in swell , usinb that for a fiscal 
device. You get all the benefits and no t axes. 

You mi~t get his speech . 

All right. 

Ec? 

He1•e i s that memorandum you asked for on 
Patterson's t estimony. 

\/hat else? 

Nothing else . 

l!othing . 

Wel l , Dan, give me a few cUnutes, and then 
I will see you and I will talk with Mr. 
Barnard. 
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TO 

TREASURY DEPARTMENT~ 
1Nnllt.OFF1CE COiolloiUN ICATION 

DAU ICT • -

Secretary Yorgenthau 

••o" E. H. Foley, Jr. 

I have had a check made of what Under Secr etary 

Patterson had to say regarding excess profits when he 

appeared before the House Banking and Currency Committee 

last Friday. Attached is a copy of the pertinent pert 

o! his testimony and certain cocments by Representative 

Crawford of Michigan. 

In general it can be said that Secretary 

Patterson expressed himself as in accord with your views 

as expressed by you somewhat earlier before the same 

Committee . Mr . Ginsburg, counsel to Mr . Henderson, in­

forma me that Secretary Patterson knew in advance that he 

would probably be asked such questions and that he had 

apparently given the matter some thought before express­

ing himself. 

They hope that next week will conclude the 

hearings in the House . The CIO, the National Association 

of Manufacturers, United States Chamber of Commerce, 

representatives of sma.ll business and one or two other 

groups ere still scheduled to be heard. 

65 
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ixoel'ph fr• the he&riJ18 ot 
October S, 1941, 117 the Hou11 
Committee on Benklng and Curreno7 
on H. R. 5479, "EmergenGJ Price 
Control !e~t of 1941" 

JLr . Patllllll: I 111Jlt to aak one or two qu11tiona. 

• 

ll1'. See~ret&ry, it waa ngg11ted 117 

Kr. llorgenthau, when he •• t11tit7ill8 before the 

Committee on thia bill, that he belieTed that 

duriJI8 the •ergeno7, profi ta ehould be restricted 

to 6 percent on the innatea capital, ana that . 
all a bon that should be taken b7 the Gonr111111nt . 

Do JOU han 8ll1 opinion on that proposal 

that JOU would care to expreu? 

lll'. Patterson: I agr11, in the !lAin, that 

it would be well to han a tax atruoture that 

would preTent profiteering, and preTent &nJ 

exceasiTe profits. The onl7 question ia whether 

a flat limit like that ia too much of a hindrance 

against individual incentive ana initiative. 

I agree with the object aought b7 him. It 

•1 be that some relaxation ehould be !lAde along 

• 
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those linea for the benefit of production, in 

order to still give a man an opportunity to usa 

some initiative, but, in the main, of course tha 

tax structure ought to be auoh that we would have 

no recurrence of ILII1 millionaires m&de out of the 

defense program. 

* • • 
)(r. Crawford: )(r. Patman, 111&1 I interrupt 

you to make an observation here? 

. )(r. Patman: I have finished. 

Mr. Crawford: It applies to one of your 

questions . 

Secretary Korgenthau B&id this: 

67 

•I can tell rq own philoaophf veey 

briefly. I think that in times like this, if 

a corporation earna six per cent on invested 

capital, it ought to be aatisfied, and I think 

that everythi.Dg over and above that, ofex>urae, 

with such exceptions as equity calls for, 

should go to the Government until this 
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amergency is past and we have paid for 

these extraordinary expenditures. " 

68 

That language, "with such exceptions as equity 

calls fer , " is the saving grace of his whole ap­

proach to this question. 

l!r. Patman: Yea, that is a good qualification 

to put in there. 

f.p . r/.. 
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Yr. Chatter I . Barnard, 

>7u hin(;ton, D, C, 

::ir : 

October 6, 1941, 

You are hereby appointed an Aaal.etant to the 

Secretary of t he Treaaur7, with co~penaation at 

tl,e rate of $1, 00 per annUI!I, paJ&blo f r ot'! ~he 

appropriation •salarieo, ~t!ico of the Secretary", 

the appoint111ont to bo eftectin u of thl.e date . 

Very t ruly youra, 

(l!oet) 1. lor~ta\b&t, 11-; 

Secretary of the Treaaury • 

....... ......._c.. 

69 

b"i........t r l<:t-'""'~- .>-t~ I ~ ~ J·( ..... I. 

• Regraded Unclassified



( 

Oct ober 6, 1941 
10:12 a.m. 

HKJr: Hello. 

Oper& tor: Mr. Mack. Go ahead. 

HJ~Jr : 

cur ton 
Mack: 

Hello, 011n 

Yes, air. 

h~Jr : Good morni ng. How are you? 

M: 

!!Y.Jr: 

1! : 

lii!Jr: 

M: 

lii!Jr: 

HMJ r : 

M: 

HMJr: 

Y: 

HI!Jr: 

V: 

Hl(Jr: 

Fine. Thank you, air. 

Olit, did Harold Graves tell you about Mr. Barnard 
comi ng down to help me? 

He epoke ot someone coming down. 

Hi s name is Chester Barnard. 

Oh, I see. 

Ot New Jersey Bell Telephone •. •.• 

Yes. 

••• . • on leave t o help me. Hello. 

Yea. 
Now, Harold's been too busy to be mo ther confessor 
t o you - fa ther conteaeor - and I have been; ao I 
want Mr. Bar nard- any time you've got any knotty 
oroblem, that you reel that you can go and tellt 
to him. 

Splendid. 

And also, I'm going to ask him to famil iarize 
himself with what you're doing. 

Fine. 

And the thing is, that you're over ther e and I 
don't- I Just don't eee enough ot you. 

• 

• 

70 

Regraded Unclassified



)(: 

RI(Jr: 

II: 

JIIIJr: 

r 
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All right . 

And the th1ng that I want h1a to do parti011l.arl7 
ia to kind of ait around with Morrie Wileon and 
aoae of theee people, the va7 I ueed to with 
Pur'fie, and let them 'blow off their trouble e. 

let. 

lou ... , Part1oularl7 on the lngl1eh. lfot onl7 
vi th ue, aft7 trouble a that the7 haTe. 

11: All right. 

RIIJr: Nov, th1e in no .. nee ie 8117 reneot1on on 7ou, 
'beoauee 70u know I '• delighted with Wbat 70u1re 
doing • • ••• 

II: Well, I appreoiate that. 

HMJr: ••• •• 'but I Juat feel that I want )'OU a little 
oloeer in the faail)' and Mr. Barnard will 'be 
repreeenting ae. 

M: Well, that ' • tine; and we 1ll • ... . 

RMJr: And that doeen't aean that an)' tiae JOU eay to 
hia

1 
•well, let'• go ••• the 'bon,• that JOU 

oan t wallt in and aee •• aleo. 

M: All right. 

RMJr: But it 1 e aoae'bod)' that )'OU oan go to and tell 
70ur trou'blee when 70u haTe thea. 

II: Well, Ter)' good; and we 'll vorlt with h1a a 
thoueand pe.r oent. 

RMJr: And he'll 'be getting in touoh with 70u. 

M: All right, eir. 

IIMJr: But it' a partioularl7 I want h1a to ai t around 
a little 'bit with Morrie Wilton, who'• not here­
eTidently he rune the purobaeing three da7• a 
week , vh1oh ien't eo good, and- who ie in oh&rge 
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ot the - aotuall7 the purobaelnc novt 

81r CllYe Balllleu. 

Slr CllYe Ba.lllleu? 

Yee. And we keep ln talrl7 oloee touoh wlth 
hla, but there are a nUIIber ot thlnc• that 
eoaeone ln Mr. Barnard 1 • poal t1on that baa the 
t1ae to contact bla, would be able to do. 

r1~ Well, 70u tell bla about thoae, w1ll JOU' 

1 111 do that. 

Right. 

Yea, e1r. 

'Ibank JOU. 

' 

?2 
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!O!Jr : Hello. 

Operetor: Mr. Thompson. 

ID!Jr: Hello. 

No !'lien 
TbOapeon: Yea, air. 

!O!Jr: Noraan •.... 

T: Yeah. 

October 6, 1941 
10:34 a.a. 

BY.Jr: •..•• I Just wanted ~o tell JOU vbat I vaa 
t elling Chester Barnard, ao that rou'd know ..••• 

T: Yea. 

IDIJr: .•••• and toll ow through. I 'n alread7 arranged 
with Graves and Maok that he ebould eort ot look 
atter Procurement, partioularlr aa it atteote 
the English. 

T: I eee. 

HIIJr: You net 

'1': Yea, eir. 

lll!Jr : There'• nobo4J sat around and held the lngl1ah' 
band when the7 bad troublea, and aleo Maok'e, 
it he hae anr troublea. Gravaa hal been too 
bUaJ. 

'1': Yea. 

HMJr: So tbat'e agreeable. 

T: Well, that's tina. 

HliJr: On 8ooial 8eour1t7- he ' • aade a l1tet1ae atud7 
o,t tba t .. ..• 

T: I aee. 
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••• •• and he ' • going to help on that. 

That'• tine. 

And then - JOU eee what I call the llarrJ B7rd 
co .. ittee, tbie oolllittee on the Bill ••.•• 

Oh, 711. 

• •••• to help prepare the atutt tor me •.••• 

Yea, air. 

You eeet 

Yea, air. 

So I 1 Ye g1 Yen bia those three thing e. 

Well, that'• tine. 

And all th1nge which I ha'fen't been able to 
gi'fe enough attention to. 

Yea. 

And I oalled up Morrie Wileon to try to haYe 
him OYer to lunch and 1ntroduoe him. Be ' e up 
ln Canada. Be onlJ worlte at tbla game about 
three daJ• a week. 

Yea. 

He's no Arthur PurYie. 

Yea, that'e right. 

74 

But I want you to know, and then I thought that 
you might - and a little thing that Just happened­
I said, 0 Now, 1t you send tor Ro7 Blough, he'll 
come up and ••• you and explain it to you. • And 
he said, •Any rulee wb;y I oan' t walk down and 
see biat• 

(Laughe) Yeab. 

I said, •None.• But- eo follow through tor ae, 
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w1U J Oilt 

T: Yee, I rill. I think ••••• 

HMJr: And Maok wae delighted. He .. 1d ht'e got a 
lot ot thing• he'd like t o talk oYer with 
eoaello~. 

T: Yeah. Well, that' • gr and. 

a:MJr : 

! : 

ID!Jr: 

T: 

An4 araTee juat haen ' t bad time. 

Yeah. Wel l , that'll wor k out beaut1 t ullJ, 
I '• eure. 

Ok&J. 

All r11ht. Thank J Ou, air. 

• 

• 
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llr. Ylo;,i B. oal-. .Dlreot.r 
DiYlelta tf Coat,..t Di1trl~t1ea, 
Ottiot et Probetlaa ~t, 
Sodal S.nr1t1 hUUq, 
WaaAla&toa, D. C. 

Sirs 

OC t 6 1941 

1 un yov lott.n It SoptoUor 10, 1~, 1a 
IIUOOUta wit& tlll lpNdla& WIK ptllq Mt 
tort& la tu lu .. u .. trier If S.pt.Mr '• 1~. 

Yea M:f ,..t aullPM tut tu Trta1ar7 Depart• 
ant will IIOptNtt wit& 701l la IYIP7 .. lllt.lt 
MUIP la tftll\11&t1JII the JVP'MI It tall INII'o 

1 MYI retUI\M tM l>lrettiP tf Pl'to.,._.t tt 
uko a .. plttt 1taA7 tf tlll prelll .. laY~ht4 •I 
to Ml7 411oul tal 11M wltk 70• n.a 10• art 
rtair to tab tua ., wi tk ~ 

la repr( t. Uro1 aai hboe, tu Dlroot.r tf 
Proou,...at 1atoru ao tklt ho la.u alroa4I .vd.a 
ttw ooatnth tor tAt ,.rlM tf lh -tAl o na-
111( Ootobor l, l~ 'l'llall ooat,..h, U..nr, WIH 
..... dt4 to toutle Uffti'Mt OOIQM101, aloo 111 a 
Nc1oul llal11 oouhtl.ac tf t h.lr\ta ..... . 

UlhCB 

''17 trul7 ,.. .... . 

., ;,.~~ .... 
_:~t.. ~ _:~...._,,.,., ._ 

' 
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lea O.U.-' lllkU$'= 

Ia rete ..... -. llr. 011•'• lett.N fer tile 
Se'"t.P7• w llaw Mea etlel .. U.C tile 1 tNl 
~~- er nr, "" ~ r• ' .... tiiNi -.. 
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Creu a.Uef, Sb&"&~• llaterble. ... l.eii-
Ltut ..... , •• te ... tlatlw Pi ler tllia r I I 

I ie ..t feel tllat tileN lliU M fA7 .-1 '""'• 
•• "-' w .. •* "' u.. ,.u., atk •· 011•'• etfl-. 

ov .. ~ .......... lellet ,...... ..... ' :.. r; ... t• • iltfe..t ... il. -· - -~ ......... . ..- ,..~ tr. tllaH •11•• (1> .... uatlw 
et .. t..eta (a leaal ... u .... 'Mba tRI.\iiNi llr· 
tU ... nl Cr•~'l OtflM)J (I) eihc fh rnl 
lebr tale ... trut. fir aMPter Mrleie Mi t•• Wlalte 
, .. uu .. -· Ualq tMa Sa wltk aJhtatlWI et 
etertW .-Je-t w trl•rltlM ala wlll et.atlral-
b ...... tile NIIUaek te at _, elhrateel U fA7 M 
M.tla ... , (I) fA7 MMtii'J lqlelaU-. 

1M lut •c··· 11. 1..n .... rUle ... 1.a, e,w. IM.U .... rte~ te errlf 1t tM ... ~ .... 
Mt M erbi iat -.. tM flnt t:.e e&]M ~ela& 
Mad ...... 

Ia "• .. te tM ,..,._. fer u ..... tuea, 
.,.trut1 llaYe 11NM7 .._ ... w fer tke flrlM If 
tilt -.tke 1 .... O.teNP 1, lMl. !MH .. u.lb, ••.,tr1 llan liMa _.w te f .. rtea Wfertat •ill• 
alee, alM ea a N&l~ Male .... leU.C et hlrtew ...... 
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It 11 ., lat.U.. .. '*• • u.. '" Ill 
pre\ln wl tk -.. Oil• ul at\nft te Wwt Rt a 
c~A~ral plea ef e,.nua *lu illU M ...... ,W 
w Je• ... tM .... ta.,. t .. .,,maL 

I • .. lealq • Ja .. ull letter ef ..,q te 
.,.. ou-. 

T.lli: CB 

• 

78 

-

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



RE ~I NAllCJ NG 

Present : 

H.J' . Jr : 

0ell: 

Mr. 
~lr . 
Jlr , 
).lr . 
J.!r. 

Bell 
Uorris 
Haas 
llurphy 
Hadley 

October 6, 1941 
10:45 a.m. 

82 

Dan, I have got from now until eleven, when 
Sumner Welles comes. 

!lave you got anything in New York? 

Yes . I talked to four groufs . First I 
talked to Discount Corporat on. That was 
before you made your announcement, but in 
my talk v.i th them, I asked them what they 
would advise you on financin~; , rang in<" 
anywhere from, say, eight hundred milYion to 
a billion two. 

I didn 't know the exact figure at that time, 
but any place wi t hin that area. Dudley 
1ulls sa1d that this is a very strong market , 
and ther•e is a lot of money around, waiting 
to be invested , that what you ought to put 
out at this time i s an is3ue fo r insurance 
companies and savings banks . Savings banks 
would ta.ke a long issue. They might have 
to sel l some securities , short er securities 
out oi their portfolios , but the banks 
woul d take those up, and it would be putting 

• 

. 
• 
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E.''.Jr: 

tell : 
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a long issue just where it ought to go. 
He has one order f rom an insurance company 
for fifty- five mi l l ion dollars . 

83 

Getting dovm to figures , he said tha t he would 
eut out one issue at two and a half per cent 
'o9 - '71. Sevent y-one maturity, and sixty- ' 
nine call . 

One i ssue? 

One i ssue. He said that on a 2.40 
basi s l'iOuld sell at a hundred, and a hundred 
and t'r:o . He fi gured that the insurance 
company --

\'.hat coupon is that? 

That is two and a hnli' per cent . 

He likes them r ich. 
ing. 

All right, I am listen-

He sai a the insurance company balances were 
hi&h· There are probably a billion and a 
quarter or hetter, and he thought they would 
be large buyers in th~t area. Later in the 
afternoon he called ce and said that he had 
sr.itched a l i ttle, and thnt he would like to 
reco~enc two issues , altho~h in the morning 
he r.as s trong for one issue. 

Pob Garner of the Cruaranty said thet he 
was a li ttle 1'-enrish on the market , that 
he thought tha t the market r:as entirelr 
too high, al t hough there is a good buJlng 
power there . Lots of money. He said the 
bond - the marke t has been starved for bonds. 
1'.'e haven' t bad an issue since !ley, although 
he said, l ooking at the si tuat i on, i t cer tainly 
l ooks to him as thouuh t here is going to 
be quite a s teady suppl ;,r of ronds f rom 
here on, !!e thou;;ht from that standpoint , 
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the market was just a little bit vulnerable 
on l'ihich to finance, 

Who is this? 

Bob Garner, But he said, you can do any­
thing vou want o.nd he would recommend a two 
and a half per cent bond for around thi rty 
years for the largest part of your financing, 
and he would recommend a small amount, four 
or fi ve hundred million, in the one and a 
half or two per cent area. That would be 
your forty- ceven to fifty-one . 

Sheldon Green of the Chase didn ' t h~ve much 
to offer . He said if he were i n your phce 
he woul d put out a two and a half per cent 
call able bond in thirty years, with no 
mat•tri t y, just a s t raight callable bond . 
Or a two and a quarter per cent in the earl y 
sixties . lie s11id he thou:;ht thot the Treas­
ury sometime along the vtay here oucht to :;i ve 
some consideration to short paper , such as 
Treasury Fills, particularly if 11e are ;;oing 
to ;;o to Conll'ess and ask for additi onal 
authority for the Federal Reserve Board. 
He said the '!'J•easury Bills have been an 
excellent medium for permit tin.:; the banks 
to adjust themselves to the new reserve 
requi:•ements, and that he thought that while 
we were a party to anythln;: of that kind y;e 
ought to help the oarket out by givin5 then 
s~me additional Tre3sury Dills. 

Buq;ess and Leo Kane , of the ilational 
Ci ty. They said that it iu an excellent 
market and you can do just about anything 
you want t o, and Gordon Rentschler, I 
sa\7 him l ater, and he confi J'med what they 
said at this confeJ•enoe. They said you 
could easily f l oat a billion dollars in 
one issue . The larger proportion of that 
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would go to insurance companies and other 
permanent investors such as savings banks, 
and so forth. He thought the banks would 
be in there, but on a smaller base , and he 
thought the banks would come in on the sub­
scriptions very heavily, and they would then 
be redistributed. He would put out a two and 
a half per cent wherever it falls, and I asked 
him where he thought it would fall , and he 
said a sixty-one to sixty-six. I said, 
~el~ you certainly like them rich, " He said, 

"Well, you are out in a new area," but I 
think they hadn 1 t looked at the chart, and 
they would be inclliud to change that later. 
I told him - I talked to him right after I 
talked with ;'OU• and I said that I thought 
you were com1ng out with an announcement 
that the financing would pe in the neig bor­
hood of a billion to a billion and a quarter, 
and would that change his views . He said 
no, that you could still do a billion and 
a quarter bond, one issue , and it would not 
be serious . 

However, later in the day he sent word· that 
he was inclined to split the \ $SUe. 

Well, that is the story as I got i t . I 
talked to To11111 Tompkins in the afternoon. 
He thought about the same thing as the rest 
of them thought, that you could do just 
about as you pleased in this market when 
it was so strong. He thought you ought to 
put out a long bond because of the strength 
of the market . I t would help it materially. 
He thought you could put a two and a half per 
cent out into the early seventy area. It 
would go, and it would go well, and you 
could do it in one issue, but he thought 
that from your s tandpoint it might be 
better if you put it into the two issues, 
one small, or the short, and the larger part 
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of it in the long, But he said it would 
go and it would go well. He leaned toward 
the two issues , 

86 

Well now, let me just tell you where I stand, 
These people have just got to get used to 
billion dollar issues . 

I think they recognize that. 

The~ have just got to get used to them. 
We can •t f ool around. !low, in order to 
meet you fellows half-way, I have got a 
suggestion. The present note holders, we 
never like to ask them to convert into a long 
bond, and I would be willing to open up some 
other note for these note holders , December 
note holders, Dan. 

TIE y don't want the note . Nobody talked 
about a note . 

Well, that doesn't mean anything. 

Too small a coupon. 

Well, you would give these ?eople - you 
could do this . You could g1ve the two 
hundred million dollar note holders a chance 
to go into the new bond or an existing 
note. 

It would.n't be the same as the existing note, 
though, because it would be taxable and it 
would be a different trading unit. You see 

But I mean, supposing a fel l ow - all these 
notes are held by banks . 

No . They are - a very large part of them 
are held by individuals because they 
are holding them on account of this tax 
thing. 
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These are pretty well scattered . 

They are s~attered because of that reason 
I t is unusually small in runount , L!r. ' 
Secretary • 
• •here are only three that you could open, 

That is right. You can't open the others. 

Three cashable notes are the only ones. 

'llhi.ch are the ones? 

The two Defense notes which ore due on 
12/15/45 and 9/15/41, and the three 
quart rr on 3/15/43 . 

Where are you readine from? 

The ones that have a "T" opposite them on 
that sheet . 

87 

Even if you gave them the option, they would 
all take the lo~ ones, because of the 
di f ference in pr1 ce. 

\'/hat is this selling at? v:ell , it vrould 
cut the issue dor.n. 

It would if you didn't r:lve t hem the option. 
I f you give them the option to G? into the 
long bond then i t won 't cut the 1ssue dov.n. 

~ell , there isn't enough grsvy in t his . 

11,'ell , think about it. Don' t throw it in 
the ashcan so quickly. It would cut the 
issue do~ by two hunnred million. 

If you didn ' t give them a choice , you could 
do it . 
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You don't have to do it. MY suggestion was 
to let them convert into an outstanding 
taxable note and that would make the issue 
two hundred million smaller . 

Well, the question, lolr. Secretary, in the 
announcement you made Friday, didn't you 
tell Mr. Schwarz to say tha t they would have 
t he option --

No . 

Of either issue? 

No, I didn't say that. All I said was, I 
told Schwarz to say we were going to offer 
between a billion and a billion and a quarter 
and would call the note. 

I think I read in the press what he did give 
out - I don ' t recall exactly, but the impres­
sion I got was that you were going to allow 
them to go into such i •sues as you offered. 

I think they have that on thei r mind, and 
they would be awfully unhappy if they weren't 
allowed to do it. 

You see, we opened up that one note - at 
l~ast , we had a note there and opened it 
up twice or three times, of sixty-six 
m1llion dollars • 

That is a little fellow. 

You might run into the thing of not refunding 
any of them, either. They will take the 
cash. 

They will take the cash in December, maybe. 

Well, I am throwing it out as a possibility • 
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If you don' t like it, it ia all right, but 
you fellows are going to have an awfully 
hard time t o sell me more than one bond. 
You have just got to face the thing. 
There will never be a better time. I ma1 
be selling two billion dollars next tU.e. 
We have just got to grit our teeth, 
gentlemen. 

We ma7 have to sell a billion and a half 
dollar bond issue in December • 

• 
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':hh a eoorll.Dd\&11 waa pre'OA.ntd at 

Mr. Lindo" 
l!r. 1!\lrney 
Y.r. !tu...- 90 

the requ~of V.r. D. V. :Bell. ~ 
!r. llell o.nd Mr. llt,rrh han been 
f l ven eont ea. 

INTER OFFICE COMMUNICATION 

DATI Oct. 6, l CIIH . 

TO Becretary~;fentbau 

SubJect: 

Mr. a.a,;1/' 
Consi~~i;;n or i nteres t 
special obligations 

r a te reductions on 

Moa t or the ap ecl.al iaeuea nov outeta,nd1ng bear interest 
rates either as determined by statut ory t or.ula or as set 
i ndirectly by statute through specification ot i nterest ra tea 
to be paid on t heir own liabilities by t he particular tunda 
or aocounta holding the securities. There are tour 2 percent 
ieeuea outstanding, howeTer, in which t he interest rate 
appears t o baTe been determined by t he treasury ~~ainly on the 
baaia of market considerations, and which accordingly may be 
reduced it the Treasury so desires. The remainder or th1a 
=emorandum will be directed t o considering whether the inter­
eat rat e on t he various 2 percent special ieauea should be 
reduced. 

I . Issues outstanding 

The t our 2 percent issues are as follows, with the amounts 
outetandi ng ae or September 30, 1941: 

Amount 
(In millions ot dollars) 

2 percent Postal BaTing& System 
aeries , maturing Juns 30, 1943-45 U 

2 percent GoTernment Lite Insurance 
Fund aeries, maturing June 30, 
1943-46 

2 percent Federal Deposit Insurance 
Corporation series~ maturing 
December 1, 1943-4, 

2 Dercent Federal SaYings and Loan 
lnauranoe CorDoration aeries, 
maturing June- 30, 1945 

37 

120 

5 
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It 18 the custom to 1esue t hese securities with a 
utur1ty not exceeding t1Te :rears , but they cuatoraarU:r are 
red.eemabl e on demand or the holder. The Secretary may call 
them, on tour monthe' notice, after one :rear troa date or 
uauanoe. 

II. Background tor various ieauee 

1. Postal Savings Byetea Ser1ea 

The 2 percent Postal SaYings Syatea aeries were issued 
v1th the appro•al or the President upon rsqueat ·rroa 
secretary Morgentbau 1n a letter dated June 19, 19~. In 
thia letter, t he Secretary stated: 

1For the funds vhlch are nov aY&Uable tor 
i nvestment I propose t o 1aeue to the S:ratea a 5-:rear 
2 percent Treasury note 1n the amount or not to exceed 
$35,000 000, which 1s comparable to the yield on a 
5-year freaaury note nov outstanding. Ae additional 
funds become available, I shall aleo 1aeue to the 
Syst em Treasury notes at such rates or intereet and 
vith suoh maturities as are comparable to aimllar 
Government eeour1t1es then outstanding in the market. • 

The last statement in the above quotation baa never been 
revised in any subsequent letter to the President , and yet 
only one type or obligation hae been iaeued -- 2 percent 
notes with a maturity not exceeding !1Ye years. The laat 
iaeue or this type authorized vas on January 13 1941. At 
that t ime 5-:rear Treasury obligations were selling very sub­
st antially below a 2 percent bae1e, and t he nev issue there­
t ore 1nvo1Yed an i nterest eube1d:y. 

The economic reasons !or the iaaue or epeo1al obligations 
in 19311- are 1nd1oated b:y tha !ollowiJ16 quotation rrom the 
Secretary 's letter dated June 19, 19~. to t he President: 

"Each month the Postal Savings System rece1Yed 
a large amount or funds returned from depositary banlta 
vh1oh do not desire to pay t he required intereat thereon. 
Ae the Postal Savings System pays a fixed rate or inter­
ea t to its depositors, it is neoeeeary that all or the 
funds of the system be kept invested, so far ae practi­
cable. In view or the strength ot the present Govern­
ment security market, it is not possible to invest 
these funds in Government seour1tiea through purchases 
in t he market without seriously di srupting it. • 
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The need ot the Postal BaYi.nga B:retem tor a 2 percent 
rate on ita earning aaaeta ie indioated when ooneideration 
1a g1Ten to the tact that the rate paid on depoeite ia 
2 peroent in practicallJ all Btatee. !here ie no poeeibilit7 
~er preeent conditione ot putting a eubatantial amount ot 
~~ in depoeitar, banka and it ie poee1bla to get 2 percent 
on OonrllDient securities onl:r b:r inYeet1ng in longer term 
1aaues. !he 2 percent special ieeuee held b:r t he Syste•, 
however, aJaounted to onl:r 7 percent ot its total invest•ente 
as ot t he end ot August 1~1. 

2. FDIC Series 

!he special 2 percent obligations held b:r the Federal 
Deposi t Insurance Corporation were authorized in a s1Jallar 
~er to the Postal SaYings special 2 percent ieeues. 

In a letter dated December 5, 1934, to Preeident RooeeTelt, 
Acting Secretarr Cooli dge aaid: 

·~or the tunde which are now aYailable tor invest­
ment, I propose to issue t o t he Federal Deposit Insurance 
Corpor ation a tiYe- year 2 percent !rea1ur; note in the 
amount ot not to exceed $60,000,000, which 1e comparable 
to the approximate :rield on a tive-year Treaeur:r note 
now outetanding. As additional tunda become aYa1lable 
to t he Corporation, I sha11 alec i eaue to t he Corporation 
it it i s deemed advisable tro• the etandpoint ot the 
~rket, Treaaur:r notes at such rates ot intereet and with 
such maturities as are comparable to e11111lar Government 
securities outstanding in the market.• 

Ae i n the oaae ot the special i eeuea t o t he Postal SaY1nge 
S:rstem, no revision ot the Treasury's poli o:r with respect t o 
rates has been aade 

1 
a1 though epecial 2 percent obl1gat1ona 

ot up t o the years ll&turit:r are at1ll being issued to t he 
Federal Deposi t Insurance Corporation. !he last issue was on 
August 1 1941, wben the Treasur:r iaaued to the Federal 
Deposit i n•uranoe Corporation $151 000,000 2 percent 4-1/4-year 
notes. At that time comparable 'reasur:r obligations were sell­
ing under a 1 perce.nt :rield. 

The economic reaeone tor the ieeuanoe ot special obliga­
tions to the Federal Deposit Insurance Corporation are stated 
aa tollowe in Acting Secretary Coolidge ' s letter to the 
Preeident dated December 5, 1934 : 
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1 '1'bere 1e aYallable tor inYeat .. nt tor account ot 
the rederal D~oait Inauranoe Corporation the eua ot 
approxiaatelr i60,ooo,ooo. It ie neoeaaarr that the 
tunda ot the Corporation be kept 1nYeated eo tar aa 
practicable in order that the earning• on the capital 
will at least par the expenses ot the operation ot the 
Ocrporation. During the past two months it baa not 
been good polior to disrupt the GoYernment seouritJ 
market b7 the purchase ot large blocks ot aeour1t1ee on 
the market tor th1e and other inYeatment accounts. • 

3, rederal BaYinge and Loan Inaurance Corporation Series 

A aimilar situation obtains with r eapeot to the special 
obligatione to the Federal SaYinge and Loan Insurance Corpor­
ation. In thia case, howeYer, tlie original letter to the 
Preaident dated RoYeaber 16, l94o written bJ Acting 
Secretary Bell, did not suggest that tuture iaauea would be 
priced in line with the market. 

4. GoYer111lent Lite Inauranoe l'wl4 Series 

The issuance ot 2 percent special note• to the United 
States GoYernment Lite Inauranoe Fund waa approYed b7 President 
Roosevelt through hie s~gning a letter dated June 15 193g, 
written by Wayne c. Taylor, Acting Secretary ot the Treasurr. 

In thie letter Mr. Tarlor stated: 

• • , • In Yiew ot thle a1tuat1on, it seeu 
advieable to haYe the 1nveetmenta ot the GoYernment 
Lite I naurance Fund made in epeoial eeriea ot certit­
icatee ot indebtednese and Treaaurr notea bearing interest 
at the r ate ot 2 percent per annum, pqable on June 30 ot 
eaoh uar or on prior rede~~ption. 

1With rour approYal , the Treaeurr has issued troa 
tas to tllle to the redsral Dapoait Insurance Corporation 
~ t o the Board ot Truateee, Postal SaYings Sretea 
epeoial 2 percent Treaeurr notea tor the purpose ot 
providing an investment obligation to these agencies • •• 
It is, therefore, propoaed to make inYeatmenta on account 
ot the GoYernment Lite Inauranoe Fund in epeo1al eerie• 
ot 2 percent oert1tioatea ot indebtedness and Treasurr 
notea until such ti .. ae, in the diaoretion ot the 
Secretarr ot the Treaaurr inYeatmenta tor the tunda can 
be made more adYantageouair in the intereat ot the GoYern­
ment br t he purchase ot obligation• in the market.• 
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troa the pmo.aing of the abon 1t aee .. olear that t~ 
rr .. •lll'1 .. , oontiJNa to 1aaua 2 percent not .. to tba OoTern­
.. nt LU'e Iuu:ranoe J'wld 1f 1t eo withee or UJ 1natea4 
ln•eat the tUD4a 111 urltetable 1 .. u ... 

In tb1a letter X:r. !&71or alao aa1d: 

1 • • • Since the enactment of the AdJuated 
Oompenaation P&Jaent Act in JanU&r7 19)6, the aonera 
ln the GoTernaent Life Inauranoe Fund not needed tor 
other purpoaea baTe been 1nTeated b7 the Seoret&I'J of 
the !raaaurJ b7 the purobaae in the u:rltet of outat&Dd­
ing intereet-bear111g obl1gat1one of tba United Statea. 
In Yiev of the fact that all outatandlng bonde an4 
notea of the United Statee are telling in tba u:rltet 
at aubatant1al prelliuaa and are 7ielding iueato:ra troa 
1/2 percent to a .. x1ena of app:rox1aate17 2-1/2 percent 
depend1.ng upon aatur1t7, the !r .. aurr bat 01117 been able 
to oMa111 a 71eld of app:roxiaatel7 2-1/2 percent or 
thereabout• on 1nTeatmenta aa4e tor aooount of tba 
Go•ernaent Life InaiU'&DOt J'wl4. Aa tba Toluaa of aonera 
aY&ilable to tba fund 1noreaaea, the 1n•eetaent of auoh 
aonere operatea to plaoa 1n the aarltat a deaand tor_ 
bonde and baa a tendenor to further enh&noe tba d~ 
tor auoh bonda and oonaequent17 aoh to inoreaae the 
preaiume vh1oh muet be paid therefor, with a reeultant 
deoreaee 1n the 1nYeatment 71eld. 1 

The Act app:rond June 7, 19211-, indicated Clongreallional 
dHire that the fund b• op.erated on actuarial pr1no1plea. 

It eaid: 

1 The bureau 1a authorised to aet aaida out of tba 
fund ao oolleoted auoh re .. :rn fundi u a&7 be required, 
under aooepted actuarial pr1Doiplea, to aeat all 
l1&bil1tiee under euoh 1nauranoe ; and the Seoreta:rJ of 
tba !reaa111'7 1a hereb7 authori&ed to i.nTeat and reinTeat 
the aaid United Statee OoTe:rnaent Life Inau:ranoe J'v.nd, 
or &117 part thereof, 111 111t ereat-bear1nc obl1pt1ona of 
the United Statee or bonda of the 1edaral tara-loan 
banlte and to aell ea14 obligation• of t~ United Statal 
or the bo111!1 of the 1ederal tara-loan banlta for tba 
purpoaea of euoh tund. 1 

III. Oonaiderat1one inTolTed in reducing tba intereat rate 

There are a nuaber of faotore inTolTad i n oonaidar1DC 
a reduction 1n tba intereat rate on &117 of t~ 2 percent 
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1Peo1al obliga\ioDa, ~ 2 peroent rata ••- to ban been 
orig111all7 ut on tlle b&ala that the obl1pt1ou ba4 •turi- · 
titt of 11p to t1Ya Jean and tba arbt 1D41oate4 thia rata 
tor t uob teru. lJDtortUD&talJ, hoveYer, the t1Ye-Jear b&aia 
bat little releftDOe, beoauae the o~pi1ona are redeeu.ble 
on demand of the bolder. Benoe, tb~eation poaea itaelt: 
llbat 11 10he proper rata t o plQ" auoh tuD4a &Dd aooouote on 
dtatnd depoaitat Purel7 aarket oo~arieone 1nd1oate that 
tiiOh a rah at the pre~ent tille wolll.d be Y1rtuall7 uro, 
Other oondderationa, bovner, lead to the belief tbat t he 
.arktt rate at t he preeent tt.e laJ DOt be the beet criterion, 

In the t1ret plaoe, the !l'Maur7 baa a truatee tunot1on 
1n the oaae of tbeee obligationa, Inter11t ratee baYe been 
deol1Dillg eteed11J durln8 the laet taw 7eare. It a1Sht be 
contended, therefore, that the !reaa1U'7 ebould long ago baYe 
tl'llllhrred tlleae twldl troa epeolal obl1gat1one into blpr­
rate publ10 iiiUeeL. 1D -.hJ.ob OUe 1ihe pl'lleD1i qu11t10n WOuld 
not b&Ye ar!un. me arguunt that 1t volll.d b&Ye dleturbed 
the u.rket it the .-out. 1Dnlnd bad ll"n uaed to purobaee 
public 11111e1 oan bardl7 baYe applied to euoh a long period 
during vb1oh the !re&eiU'J vu able to ull -., bllliona of 
new 1uuee. KoreoYer the !reaeiU'J bae been Y1ev1ng tlle 
2 percent epeo1al obllrt1-.ae ae a poeeible r uerve to eup­
port the bond u.rket 1 neoeeait7 ar1t11. .Aooordingl.J, 1t 
1e Dot unreaeonable tor the 'l'reaaV)' to be eoaevbat generoua 
in dealing with the tunde at. the preeent tlat. 

On the other band, tlle recurrent 41tf1ollltJ of detera1A-
1Dg the proper 1Dtereet rate t or euoh apeo1al obl1gat1one 
could be oo~lehlJ el1.a1nate4 1t the poliOJ vera adopted 
ot tranaterring the fundi into publ1o illl111 ae eoon u 
poeeible. !be tr&Datera 811 be u.da with no etteote on the 
aarktt 1teelt 1t a portion of new i11u11 in the future ware 
Itt aeide to be 1u11ed t o replaoa the 2 percent epeolal 
obl1gat1ona. !he partloul.ar requireaanh of the Y&r1oua tUDdl 
and aocouota lbould be aaalJ&ed t1ret eo that 1t aaJ be 
dtterained whether abort, aediua, or long 1eeu11 lbould be 
ueed. Once th11 4eoie1on baa been reaohed, then the 2 percent 
obl1gat1one oolll.4 ba oarrled f orward uotU the flret tlae a 
Dew i11111 of t he appropriate hra beoaae aYaUable, 

The oo~lete eliaination of the 2 percent apeo1al 
obligation• boveYer volll.d reao'l'e theee tunfe a• a poaa1ble 
•ouroe of aUpport t or the bond aarlr.et. It thle 1t deeae4 a 
dt~ireble reeouroe to u.inta1n, 1t lbolll4 be tlll.lJ recognised 
that the 1ntereet rate on the epeoial obllpUone ought to 
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be aet bJ \be !reulll't troa u .. to Uae eo \bat \ha bene­
tlo1&1'1 .. wll.l 110t baTe nttere4 u a r .. ult of tba !reaalli'J'• 
aetb04 of 1nY .. t1Dg the ~. ~b ral .. a tba dll•- of 
~ freaaur:r'• oontlioting intereata aa truatee aD4 &1 bor­
rower. A generoue intereet rate deeigned to keep tba poei­
uon a• tru1te1 aboYe reproaob aa:r aake 1t apptar that aa 
bonower the 'l'reUili'J 1e pa.Jing Wllleoeuar11J b1gb 1nhrllt 
ratee. MoreoYer , it would be difficult to ·~lain that a 
glYen 1ntereet rate on tba apeoial obligation• repreeented 
1n part t he application of aarltet ratea and in part an adJu110-
11ent due to the ta.ot that the t'wlda were being aainta1ned to 
eapport the aarltet. 

AI a nb1ole tor eupporting tba aarltet, 1t abould be 
noted that the 2 peroent epeoial obl1gat1one proTide oDl.J a 
legal .. obanila f or purobaa11 rather than a.otual ouh. 'l'be 
cub would ban to ooae O'llt of the General J'und, where it 
wae deposited when reoe1Yed at the tiae the tpeo1al obliga­
tions were 11aued. 

HeYertbeleee, if it is deoided that i t ia desirable to 
•1nta1n the apeoi.al obligation• in order to aupport tbe 
aarket, the queation of the proper 1ntereat rate will baTe 
to be taoed. J'or tlU.e purpoae it would be well to oonl1der 
the neede of the indiYidual tunde and aooounta with retpeot 
to the appropriate matur1tiea tor inYeatmente, and then to 
ieeue auob securit1ea at the indicated aarltet rates. 

Another poaeib111 t7 would be t o Tiew the apecia1 obliga­
tions here inTolYed as long-term depoait accounts. On tb1a 
baa1a the interest r ate could be aa1nta1ned aa a stable rate 
regardleaa of cbangee 1n 1ntereat ratea generallJ -- llWih aa 
an 1naurance co.panJ ll&i.ntaina a atable rate of 1ntereat on 
a pol1c:r tbro~ut ita lite. 

It it ie deoided to aa1nta1n the apecial obligationa 
UDder ooneideratlon rather than to replace thea with public 
iteuea, it would probablJ be daairabl e tor the 'l'reaaur:r to 
publ1eh, perhapa in the Annual Report, a atatement tor eaoh 
fund or aooount explaining the ba.oltground and bali• of 
handl1ng Of the Y&riOUI epeoial 111UII • 
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October 6, 1941 sr.? 
11:00 a .::~ . 

p.;: ::::..ICAJ; LOAll 
(Also Russian Financial Situation, pa~te 11) 

:: . ..:. Jr: 

· elles : 

~ : ... :.Jr : 

· olle~ : 

... o\lr : 

.• e.Lle::; : 

llr . Bell 
l.:r . ·.:elles 
L:r . Foley 
i.:Z. . Bernstein 
i.:r. ..hi te 
Uiss Chauncey 

These people have all been working on this 
~exica."l thing a.nd I haven ' t . \':ill you give 
me just a thumbnail sket ch of the over- all 
picture and just r:here the Treasury fits in'? 

Yes . 

I l'/ould appreciate it . I have never had the 
over-all t hine explai ned to t1e . 

I tak e it for ~ra.nted, hOnr], that so far as 
the Treasury s1do of it is concerned, you 
alr eady k~m7 the picture, so you r.nnt t he 
other pieces of the picture. 

I a::1 no: hol di.1;; back, but I 11oulC. just like 
t o be - knon the other pieces • 

Yes, indeed . I t lioes baol: a good lll8-'1Y years. 
I t boes back, in ~act, to about 1934, one 
year after t his Administration came in, when 
we found that there existed at least four 
very serious con'trover sios betwe81\ t his Govern­
ment and l:exico and seven or eight less 
important but nevertheless trouolesome contro­
versies that existed. The ~ediate objective 
l7as to eX'Olore as fully as possible just how 
this partlcular controversy could be settled, 
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the objective being to clean up everything 
that there was in the field of international 
relations between IJexico and ourselves to 
give thmn fair and reaeonable treatment, and 
I would put in parentheses there that the 
treatment we had given them en various 
occasions was neither fair nor neither fund­
amentally conceivable in decent relations 
with another country. 

The very serious controversies that existed 
wil!e..the question of water rights invobing 
the use of the water from the Colorado River, 
which was of great political importance in 
the Colorado River baein states and the 
rights to the waters of the Rio Grande, which 
were important to people in western Texas, 
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Another very serious controversy was the 
controversy known as the ChamoEal 
controversy in which the United States refused 
to abide by the award of the arbitrator, I 
won't mention all of them. All of them are 
extrsnely serious in their potentialities , 
As the international situation got worse and 
worse, it becmne all the more imperative 
that something be dom to see to it that 
llexico and the United States had not the 
same kind of relationship that they had in 
1916 and '17. 

Unfortunately, just at that time when we had 
just about got around to getting a basis of 
settlement, as a result of tD, to my mind, 
singularly inept policy of the American oil 
companies that had interests in Mexico the 
result waa the exproiriation by the Yerlcan 
Government of the o 1 properties of the 
Amer ican and British and other foreign 
companies, That created epecial ieeues and 
for that reaeon, the over-all settlement 
that we had in mind went by the board with 
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the hope that SCDI IIMDS of 11ttUng t)le 
expropriation issue ooUll be founa. .!he 
situation toclq 1a that we haft a 
fol'lllllla ll'hioh, at least I think, ~~~~ the possibilit.r of a 11 
of the exproprlatlca of 
bases in prlilciple r ... 
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contrOTersiea hi.ve been ~=m:~~l'1 
of the picture in which we 
some quid pro quo, there &roll ~~~:!~~ 
the practical wa7 in which we ooald ICMJII•ate 
with the llexican Gonl'lllllent in the 1 NOial 
field and the financial field . 

In the commercial field, I think that bal 
been taken care of through the negotiaUoa o! 
the trade agreiiiUilt whicli 1a already in lb 
preliminaey stages. That h where Uls ftl'i ou 
Treasuey matters that han, aa 7ou sa;r, been 
put before 70u to sign, come into the picture. 
In other words, if the Treasury does not 
cooperate, the other pieces of the Treaeur.y 
will not be put together. It is an integral 
part of our relations with Kerlco. 

Do I understand that 7ou want us to go ahead? 
Does the State Department 'Rllt us to go ahead 
im.ediatel7 now and sign this? 

\'fell, whan 7ou S&7 "im.ediatel7• I don't mean 
toclq or taaorrow. What I would like to do 
h to han the Treasur.y withhold signing until 
one or two details connected with tlie oil 
aettlemant han been worked out. The7 han 
alreadf bean agreed in principle and I think 
we can reach an adjustment definitely tod&T 
or tomorrow, 

),(y thought W&'l • that it :would be a veey - and 
the llexican thought aa well - it would be a 
Teey hapP7 thlag if the seriea of agre-ta, 
Treasuey aa well aa State Department, can be 
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Bell: 
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Bell: 
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signed on the 12th of Ootober. It ia 
Coluabua• birthda7, which it the moat 
important inter- American holidaf there is. 

That is a Sundaf. 

That is a Sunda7, I know, 

1.00 

I thought there was alwa7s a oontroTersf. 

The oontronrs7 is buried. I don't tnow the 
wa7 in which it was born. 

I thought aa7be it was on the Greek calendar, 
or sauthing. 

Weren't all the agreements to be elgned at 
the same time or an announcement of the 
acceptance? 

),(y hope was that the7 all could be signed at 
the same time and the joint announcament 
made b7 Mexico and ouraelTee. 

So that on the 12th enr7thing would han been 
agreed to. 

Yea. 
\'/ell, eneyboey can fl7 up to the f&l'lll with me. 
Fl}ing is wonderful these days. 

With that precedent 70u created, I don't think 
the7 would be ney anxious to. 

l.!ight be up Saturday. 

Well, as far as we are concerned, Dan, we are 
all set on it, aren't we? 

We are set to go. We haTe been prepared to 
sign for some time. We han got all the 
doo\Dilant&, haven't we, Bernie, and enrything? 
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Bernstein: Yee . 

H.U.Jr: Then when llr. SUarea OCIIlea in this afternoon 
I ask him how hie tift, who h the aennteenth 
dau~ter of a aeTenteenth son, how she h 
fee lng, and so forth and so on? 

Vlellea: Well, he will han a fn things he wants to 
talk to {ou about. He will want to talk to 
'ou abou silver . I don ' t know what i t is 

e wants to aq ani I presume )'OU do. 

.• hite: Well, there is a ailnr arranfeaent that baa 
alread)' been agreed upon. Un eaa he wants 
to pursue the subject further or raise same 
other questions. 

i7elles: This is third hand. 1f1 Ullderatanding is that 
he simpl7 wants to make some general obser-
vatione outside of the soope of this afreement . 
I don ' t know what the;r are. He m.a;r no even 
do it. 

Bell: You will recall, l!r. Seoretar;r that the;r 
wanted a silver ageement and han the price 
much higher than he market end the;r 'ftllted 
to use the difference between the ma.rket and 
what we gave ths for military purposes, and 
we declined them and told thsm we would enter 
into a silnr arrangement somewhat similar 
to the one they had before and like the one 

/ we have with Canada, at the market lrice . Now, 
whether ;rou ought to a~ee to aooep all of 
the production or not , I am not --

H.JJ.Jr: Last tinll it was 'Alx million ounces, wasn't 
it? 

.'lhlte: That is what the final arrugamant was . 

Bell: Six million ounceat 
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That is, this time it 1a six million , 

V~sn't it six the time before? 

Five, 

Wae it five7 

I didn' t know we agreed to any definite 
figure. 

I t hought r.e did , 

Five? 

Five was last time, Six was this time. 

That is about all the production, isn't it? 

That is almost all, ninety percent of it. 

If we take all the production we are going to -­

They produce about eighty-five million 
ounces a year e.nd this would be seventy- two. 

How much does industry - the arts use in this 
country? 

1'/ell, the arts use thirty million ounces but 
it does.n't only came frCIII l!exioo . 

A lot of it does from Uexico. 

\'/ell , the remainder --

The State Defartment knows, when I appeared 
before the F~ance Committee recently, they 
asked me about silver. I said, as fa.r as I 
was concerned, I would be wiillng to have 
all the legislation struck off the books . So 
that is w~ I am hedging - I mean, I don 't 
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want to make a cCIIIIli tlllent be7ond the 11011th 
becauae while I em not going ou~d adTooating 
publlcl.T at this time tliat sil...-I.eghlaticn 
be struck ott, it anrbcd1 wants to flit ae Oil 

the apot, b)' aarizlg do I tnor retaining it, 
1113 answer is •no. • I th • .ll.fR- .knOll 
that. Thq moat l1kel7 , 

I think that is un~er1to.l :w:ery clearly. 

I think it b . 

I lcnow it was published ill Lcaaon and eveeything 
else. I just don't -.nt to be UDder presaure 
attern.rd. I gracetulb pTe in when ;rou people 
asked us to cancel the ~iiOID thing originally -
ma;ybe not too ~cefllll7 'blat I 414 &nfll&1• 
I juat don't want to bl !n the position tlat the 
Department sa71 lt 11 a .. tter of.loreign 
atfaira that we keep on TlaJ1Dc dfver and ao~on. 

I understand. 

It that il cleu2 

Yea. 

It is also clear to them that it the market 
price of silTer should rise here by Tirtue of 
the fact that there isn't enough foreign 
ailver to meet the inau.trial aecanls, that . 
our purchase price which you accept or the 
otter which 7ou make will be at the price that 
you decide aDd it it ia lower than the market 
price the7 will simply sell at the market price 
and therefore keep It down. 

You have got to eay it again, Harq. 

Supposing, b)' Tirtue of circumstances, that 
the amount which is offered On the urket is 

• ' Regraded Unclassified



H.U.Jr: 

White: 

H.U.Jr: 

libi te: 

H.JJ. Jr: 

mute: 

H.ll.Jr: 

V.hit e: 

H.U.Jr: 

White: 

104 
- 8 -

ao small that the price rises !rom thirty­
five . They can get thirty- six or thirty­
seven cents on the market. 

In Yexioo? 

They can get it in New YorkJ>r any silver. 

Yea. 

!nd you continue to otter thirty-five. I! 
they don 't !eel it is satisfactory, they 
sell it in the Hn York market !or thirty­
six cents and prnent the market tram rising, 
In other words, you don't take all they 
produce at a price which is determined by 
the Nm York price but )"OU determine the Nn 
York price, that ia wb4t it amounts to . 

Vlell, t hat is what the situation has been. 

That is what it baa been and I think the;y 
understand that , 

Let ' s put it the other wa;y around, What 
actuall;r happens is, I have no i ntention o! 
increaa1ng the price o! si lver, Now, it it 
goes up due to a shortage, they are going 
to sell it because the;y want the high dollar. 

That is r ight. 

The;y are not going to do us a favor it the;y 
can get more money, 

Therefore, the prioe cannot rise be;yond the 
level at which )"OU wish. 
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If that is all - who will bp here for the 
State Depart.ent at three when Mr. Suarez 
comes? 

Has aey arrangement been •de for IUI10ne 
from the Department? 

No. 

Do you want s0111eone? 

Veey mch so . 

I think I had better ask Collado to c0111e onr 
then. 

I would like s0111ebod,y. 

If that is agreeable to you. That is at three? 

Three. 

~ I mention when you are speaking about what 
he might talk about, he also wants to talk to 
you aoout his settlement of the bondholders 
debt . Are you familiar, Dr. \Thite, with 
that? 

On]J' with respect to their debt to England. 
Do you think he wants to raise that question? 

He wants to raise that ~stion. Now, he 
has been in touch with ont and I think 
there is a perfectly good feel ing of coopera­
tion there between the two of them. The 
situation - brletl):,, as I remember it, is 
this: The Bondholders Committee only has 
about fifteen to twenty millions in the 
United States. About fifty millions has 
been repatriated to Mexico . About fifty 
to ai.xty millions is held ln .London. ill 
the rest of it, which i s the major portion, 
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has been now seized b)' the Germans in un­
occupied - in occupied France, Belgium, Holland, 
in addition to what the Germans mq have had. 

It is regarding the fiftr or sixty millions 
in London that he wants to talk this after­
noon, I believe, and aak the cooperation of 
the Treasury. 

They want to offer at least the market price. 
He indicated they would be willing to pay 
more than the market price for the Yexican 
securities which are held in Britain. The 
market price has r isen from one or two cents 
to about senn in the past few years, and I 
think that most of the holders probab~ bought 
it at low price. But that involves the 
question of what would happen to the dollars 
if Great Br itain got them in the light of 
your handling the dollar situation of Great 
Britain, so I thought after he raised the 
q~estion if you want to consider i t we would -
noboqy has considered it here at all, because 
he hasn't raised it official~. 

Well, the first question that comes up, haTe 
the English, as they call it, vested these 
securities? 

I don ' t think so . 

Do they belong to the British Treasurr or are 
they still in the hands of the individual? 

I think they are still in the ha!lds of the 
individual. 

I believe they belong to the British Treasurr 
from what he said to me. 

I don ' t see wey they should han vested them 
because they are not selling them to us • 

• ' 

0 
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In either event, it is juat a .attar ot the 
British Treaa1117 iaauing an order sqing those 
are nsted in the Tre&IUl'f. 

It the7 want to take them over. 

It thq hann't got them, thq can get tha. 
• 

Fraa the llexlcan standpoint, I should think 
it would be good. 

Decidedl1 so. 

Veey good. 

'fell, that leaves me - is that all then? 

That is all. 

I think - I can't have him at the house 
because our house isn' t in order, but I thought 
I would have him for lunch it he would come 
Wedneada7 or Thursday. Are you fre e either 
dq? 

I am free 'l'hursdq. I have to go up there 
to speak to him tonight, and I won't be 
back Wednesday until two or three. 

I will ask hia which dq is convenient. 

Now, talking about the British TreasU'f'1, let 
me just take a minute to explain this thing. 
You mq or mq not be tamilla.r with the fact 
that we are almost in daily contact with the 
English, with the Canadians, with the Chinese, 
on their dollar vosition. Since the fifteenth 
of M&roh - I don t look after their purchases 
under Lend-Lease, but I do look after their 
dollar purchases. I mean, I hold ~self 
responsible to advise the President if ~ of 
these countries are reaching the point where 

.. 
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the7 01.111 t pa,r their running ezpensu. We 
han had a tel'l'ifio uount of trouble 111 th 
the lllgli sh. 

108 

How, 111'. Bewlq, the Financial Attache, 
walks in here abOilt ten cla7s ago ana 181S on 
111:f desk a aaorandua whereb7 the7 want to 
enter into certain transactions with the 
Russian Goveruaent which would entail bu71ng 
in the United States tor Russia with aollars. 
The7 wanted rq peraiuion. Thq also wanted 
to be .Paid in gold, in part, by Ruaai.a tor 
what thq bought . Now, we will just lean 
that for a minute. 

I bougbt ten aillion dollara worth of gold 
against future deliney from the Ruaaians 
back about the tenth or fifteenth of August, 
ot which the7 paid back a little ever h&lf. 
Since then Jones has advanced them ten 
million, and I understood he was to advance 
them another thirt1 or thirty-five, which I 
don't know whether he baa. But before that 
came , the President oalled me up at the house 
and asked me whether I couldn't tide them over 
in this situation. This was about a week or 
so ago. The onl.T Wll1 I could do it was ag&in 
through bU1'ing 1110re gold, but I couldn't gin 
them a Stabilisation loan because I have said 
at least twice in getting 111:f legislation 
through that if a countey at war wanted a 
Stabilisation loan, I would come up and aak 
the sanction of Congressl which would be just 
aa eaq to get as it woUJ.d be to get Congress 
to agree to let them have it under Lend-Lease. 

Well, in the course of conversation, to give 
70u the whole picture, Bewley said - made 
certain statements that Jones said he could 
or could not do certain things. I repeated 
this to the President, and the President 
said, "'mlat does Jones han to do with this?" 
•1 don' t know, Kr. President, I am just 

• \ 

/ 
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repeatw. • "'fell, Jonee hae got notbhg 
to do wi £h thie . • 

So I called Bewley, "I am going to send this 
over ta the Preeident and aek him tor guidance.• 

Well, I got the answer !rom the President, so 
I sent a cow to Harey Hopkins, and Harey 
aqs, "'fell, I think that you ought to handle 
the dollar poai tion ot the Russians just the 
~you do tor the other countries.• I said, 
,ell, somebod7 ouY.ht to do it. I don't 
know who, but saaeliod,y should do it. • 

Well, again nothing happened so I wrote last 
'l'huradq or Fri~ - oh, inoidentalq, there 
was a cable - the President suggested Frida, 
a week ago that I intol'll Harri.Mn o! the gold 
conversation, on bufing gold, which I did 
through your Department, and the answer came 
back ?rom Harriman, "I have no instructions 
on this. • 

When I wrote the President, which is October 
S, "I would appreciate receiving instructions 
!rom you as to how I am to answer the JHJaorandQII 
!rOJil the English which I sent you on September 
25, as the British Financial Attache, wr. 
Bewley, is urgentq requeating a reply to this 
memorandlDII. • 

Grace Tully calls me up and said, "The Presi­
dent said you should take this up w1 th Cordell 
HUll and with Hopkins.• I would be delighted 
to go over and aee Cordell Hull it we could 
have Hopkins over, because hore you have got 
the English tied up in a knot. The7 can't do 
a111thing tor Russia. Russia 1a tied up, and 
we are tied up, and I think that s0111ebod,y 
along the line ought to aq, "Well, such and 
such a person is going to look after the do~ 

- ,. ..-.... 
,: r , " : • ., • 

',): - -~,;. 
- . I ' - ,~' ; 
' .· ·~ 

• ' Regraded Unclassified



Welles: 

H.ll.Jr: 

Welles: 

H.II.Jr : 

H.J,!. Jr: 

Chauncer : 

Welles: 

B.K.Jr: 

Welles: 

Bell: 

H.II.Jr: 

- 14-
uo 

a1tuat1oa ot 1D111a, not onq 1n thh owntrr 
bat ...U..Oflll Rngl '"" or whereTer there are 
dollar a. 

Sure. Who else 11 there to do 1t eroept J"OUJ'-
IIltt . 

WeJ.?.r_ I don't mow of &DTbocb-, but I aa not 
111nng 1t, but in order to be cleared up--

I don't see aDJOn• elae to do it. 

But I had this thing prerr.a for 7ou. I 
think that this h It. would lib 7ou, 
if 70u wouldn't aind, to tab thia and gin 
1t to Cordell Ball and aq, · 1f he woul4 
inrlte lfr. Bopltln1 and JIITielt to ccae onr 
I would be Ter, glad--

(Mlee Chaunc-.y entered the conference.) 

Kiss Chaunce7, good morning. Ie this the set 
of copies for lfr. Wellea? 

Yea, those are all extra copies. He 111A7 have . 
thea. 

I will do that right aft1. 

(Mill Cha'IDlcq left the conference. ) 

Baa Jesse lEi Ten thea ecae 110!1e7, the other 
thirt, or £birt,-fiTe, do 10U know? 

I dOD't mow. 
I tiUDit it h just a ca.itaent, lfr. Secre­
t.,.,, that thq agr11d to purohue IOIU 
etrateglo-.. •teriall, and they ade ten 
llilliOD dollar• 1n adnnoe pqMJ~t. 

Well, let • gln fOU a thu.bnail lketo! where 
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• 
it etood about a week ago. Jonea had given 
them ten •.illlon dollara in September and 
promised them another ten million on the 
firet o! Ootober. They eaid that they had 
twenty-two million dollare o! outetanding 
commitments which would all come due be!ore 
the tenth o! October . They wanted a hlllldN 
million dollars. Hopkins said that th~ 
wae !ltty million dollare worth o! mate~ 
ther could b\11' i.Daediately and get delln!'J• 
I haven't the faintest idea, but eTery t~ 
I see the Russians, they cry on rq shoulder . 
I don't know. I do know that they are waglag 
a tight against a c01111110n en~ and it aeeme -
here . ie- Eogli.n"d tied up in a knot , because 
what they want to do ie - they put it up to 
me, and I have been unable to give them an 
answer. .ls tar as they know it is sti.Ll on 
the President's desk. 

I see . I will take it up at once . 

It seems to me an unnecessary bottle-neck 
which ought to be eliminated. 

Jesse has talked . to me about hie n~gotiationa 
with them, and the wa:r he ue hand.llng it, and 
what he intended to do, but I don't know 
whether he actually has gone ahead or wbether 
he hasn ' t . 

Well, ther might want Jonea preeent, even 
though the President didn't suggest it. 

Wouldn • t 1 t help yo. u a good deal to clarity 
this situation it he were there • 

• I t hink 1 t would. because then everybody--

That has anrthing to do with it knows where he 
is. 
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•••• would be thePe. It is pretty important, 
don• t you think so. 

I thinlc it is vit&UJ' iaportant. The sooner 
the better. I will take it up at once. 

Right. 

Do you have anwthing else for me? uar I just 
mention, before I go, two things. That is, 
the Ecuador stabilization !~eement, which I 
hope can be pushed througb and the fact that 
I believe the Bolivians are now readf to tallc 
with you . Again, if it can be done--

Well , I asked Harry White to stay because I 
just couldn't - there is Ecuador and Bolivia 
and Yexico and what-have-you. 

Aey news on Colombia? 

I haven't any, no. 

• 
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I NTER.OF1'1CE COiolloiUNICATION 

DAn October 6, 1941 

TO 

In tal ldn$ with Nr. Knoke today I cont1oned. the d lfflculty we uper1e.nced with 
tbe !tun l~ gold ebipl!ont before it woo finally de;>oai ted, on Se;>te.,'ber 19, with 
tl:t 1.1nt at San r renobco for the accoW>t of t ho Secret ary of the i'reo.eury, at tba 
" aut of tbe !!'.latian E=baeey. I ouggeoted. t hat, ln order to obvi<ote a recurrence 
o! tht t rouble we bad at that t1ae, l'.r . Knoke co1111:1unica te with l'.r. Fu.nclt of t he 
o:!:&•• lifA.< 1a N..- York, who abould adTiee hia lDaD in San l'ranehco to wa t ch out !or 
11!:; ! <11.\l't !'.laaian cold. ahipl!!enta. If aD/1 ouch ehi:pooento eo:e in be abould cot in 
t >:cll vttb ~ .... Fu.nclt 'before d.opoa1tinc tbo cold !or aah. By !ollowinc tbb proco-
om 1~e ':'r eooury wU1 baTe an op->ortW>it y to c ontact t he P.uul an !:mbaafl' in ""'e t he • 
! . UWI should wlab t o apply the ahip:enta &&ainet t he &o:oW>t of fOU they haTe yet 
!> dellur under the euee:ent of Auguat 15. 1941. 

• Regraded Unclassified



I October G, 1941 
11:40 a .m 

114. 

. .z SJCIAL SECUIU TY 

!Tcsent : 

::.::.Jr: 

Altocj'er : 

~lou;:h : 

.. .... Jr : 

3loucll: 

1~ . 
J.:r . 
1!r. 
i.:r . 

Altmeyer 
Blough 
Barnard 
Bell 

'.'!ell , Arthur, how l.on:;. do you want to sell 
me on your Tihole program? 

Not any l onp:cr than you want . 

'llhat did Paul t:cllutt say nbout tnxes? 

He asked e. rhetorical question • 

·:/hat was his rhetorical question? 

He said, ":le imnose drastic re strictions on 
instnllment buylnb nnd consider seriously 
the acceleration of the pnyroll-tax increase 
for our Ol d A~e Insurance Pro~ram . 

"These are apparently simple e.nd easy ways 
to check i nflation . 

!!But consider the result . 

"To be effective , such devices must put it 
beyond the power of millions of industrial 

• 

• • 

' 
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worker• to obtain the•• artlol••· 

•!he .arket h out off at the bottca. 

•S1Doe there are llOt tllOilD automobiles to 

11.5 

10 aro'CIIId, w llllte it cllflloult or lllpoeaible 
tor the l01r illocae group to 'bu7 the. 

•'!he all who OIJl pq ouh for a racllo will han 
llO trou.ble ill gettlllg one--• 

I :rud all that stuff. 

'!hie is the rhetorical quutiou: •ra it a 
da.ooratio.., of 4o11lg it.• 

Bat he said all of that? 

He said all of that. 

Did you write that epeeoh? 

No, I dOJI.'t know who wrote it. I don't think 
be .- it before--

Got up to the stage to deliTer it? 

I doll 't like to talk about Jour superior, 
but I think it ia the a..ctut lot of rot 
I han read ill a loug tiM. '!here ia a lot 
ot orap ocaee out of •ahtngtou, but I thiDk 
that twe the first prhe. 

I hann't read it. 

'!hit h 11hat the President says when he 
aoun•t ..at to o_.nt. 

Ro, I ha'l'ln't. I heard aouthing about it 
onr the radio qd the7 eq it was ill yeater­
dq'a papers, but I hann•t read it. 

\ 

.. 
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So!Mbody ought to send him the President's 
order on installment buying. 

He raises some of the very questionsin the 
minds of the peovle who are enforcing the 
installment cred1t program. They are worried 
about those very things. 

But for a member of the Administration - after 
all, this is what the President wants, Federal 
Reserve wants it, Treasury wants it, Hender­
son wants it, Nelson wants it. And then he 
s~s it isn't a democratic way. The undemo­
cratic way would be just to issue an order 
"rou can get out so ma.ny radios and then il 
you are a member of the Democrat partr, you 
can get one. • 

That is rationing. (Laughter) 

All right , Arthur, I will quit kidding. 

There are two points left in the air, as I 
understand it. One was this question of 
whether we should include in the program 
temporary disability compensation and cash 
hospital benefits. The second was the ques­
tion of whether there should be Federal grants 
in aid to the states for what we call general 
relief. 

On the second one, it seems to me it is such 
a big question of policy and so interwoven 
with what the President is t hinkin$ of doing 
in these other relief or welfare f1elds that 
we cnn' t :very well dispose of it. That is 
to say, I don ' t know what his plans are for 
WPA and CCC and NYA. Those pl ans have a very 
important bearin~ upon what he would do in 
the field of ass1stance to the states for what 
we call direct relief. 
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He didn't have a lot ot respect tor your 
merit organization. 

Wbr, what did ae 8&J about those? 

tl7 

Just from the notes, he said that even that 
wasn' t the anner . 

To give mon~ to the states, he was opposed to 
it because--

Oh, he hedn' t caught up with the remarks we 
had made . 

The merit organization may take the politics 
out, but it often isn't very efficient. 

Yea. But we have throttled people like 
Talmedge of Georeia. That is something. 

You see, the thing that bothers me , you 
asked me if some other gentlemen should be 
here today, and I said, "No , " because I know 
you a little bit better. What I am saying to 
you, I said to KcNutt . To say that if you 
do this, the WPA rolls will become saaller, 
I said to him, "That is just a pious hope . 
Now, what assurances have I got or the country 
that if we ~o along on this program that the 
WPA rolla w1ll be lightened or anJ of the 
othar aids and grants that we are makin~ now 
ana certainly there is no reason to bel1eve 
that they will be? 

Well, of course--

You aee, I read the papers and somebody has 
given out a story twice now over the weekend 
that the President is ready to send a message 
on this thing. 

I know. You mean the Louis Stark story? 
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I didn't tie it up rzith hil:l. 

He came over to eet some baokr;round information, 
but somebody else must have - of course he 
was off on some points, but he 11e.s nre tty 
close to what we have been thinkin?"· or. 

·:fell, I think the best thin: for me to do i s 
this , because I have been throu~h these 
thin~s for eicht ;rears. I think the Treasur; 
position uill be that 11c uill sit tig.'lt with 
our handsuntied, ;;ith no cOWL1itLtents on the 
part of the Tr easury, so tha t if anybody fro~ 
?reasury nants to ~ up and testi fy , 11e are 
free to testif'; any ~78.;,1 we want, you see. I 
think that will be the best nay. If this 
thin~ ~oes throu~h - and accordinr to this 
thin;; 1:r . ~cJ:utt doesn ' t want to see the taxes 
increased so that this thin~ brings in some 
revenue f rom the Treasury. 

At this time it increases the net deficit of 
the Treasury. I am ~oin- to oppose it . I 
have got to . The figures of the Bureau of 
the Budget now ere that it is n trrel ve billion 
dollar deficit , the way it sto.nd~ no11. 

Tnelve and a half even ~7i th t~7o billion dol lars 
more revenue . 

And, in the room, I underste.nd there i s 
another tv;o billion dollar ••ar De:>artment 
a~propriation that is cooin& along. Is that 
r1ght? 

Yes, sir . 

So r ight on the thing now, it is twelve and a 
half billion, isn ' t it? 

That i s r i p.ht, o.nd the progro.m i s novr up. to 
sixty and it will t"O from sixty- two to slxty­
three in the course of tno weeks • 
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Here I am trying Wedneada;y or Thursday to borrow a bil­
lion or a billion and a quarter, and the 
financial community haven't yet steeled 
themselves to the fact that I can borrow 
this in one security. They Vlant me to divide 
it up into two securities . I don ' t want to 
do it, because I t hink from now on a billion 
dollars at a time is going to be - well, 
look reasonable. I was going to say small. 
I have just got to. I have got to be free. 
I would like to see every man, woman, and 
child in this country have a nice home and 
a piece of ground and plenty to eat and good 
schools and a place to worship. 

A couple of automobiles. 

No, I don' t mean that. I mean decent shelter 
and so forth and so on, but we don't want to -
it is my job to see that they don't stretch 
this thing so far that it snaps and if that 
expresses McNutt - WPA is under Carmody, isn't 
it? 

Yes. That is just something somebody wrote, 
and he didn ' t see before he delivered it, 
because I just left him half an hour ago. 

\Yell, anyway, how do you feel , Dan? Do you 
want to see oe - I mean, Arthur can put on a 
wonderful sales talk here, but I just don't 
think it is fair to him--

! feel largely like you do. I like the program 
that they have put up, but I think two things 
are liable to happen. The first is that you 
will add this public assistance program to the 
budget and you will not get a reduction any­
thing like that in the other programs, because 
they will go along just as they have always 
gone along. The other thing is that I think 
you have got to•be careful about is that you 
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don't rt all the benefits under this program 
and ge none of the revenue. 

This is what worries 111 . 

Yes, that worries 111 too, and that is the 
likel~hood before thea• caqm!tteea, that that 
is the direction it will go. I think it is 
important that the President' s message be 
very definite on that point and stress the 
fiscal side of this picture and tnat we just 
can' t accept the benefits without the revenue. 
I think that is important. But I like tne 
program as you have put it up. 

I want you to tell lktlutt I have changed. 
I told Mclfutt I wouldn't kick over the traces 
or acything. I am withdrawing that statement. 

Don't do that. 

Yes • 

Juat because of that statement? 

Yes. 

If he disowns that, then we are back where 
we were? 

He has got to do something about that. I 
didn't know that was the way he feels. 

He doesn't. 

Now Arthur, after all, in Life last week he 
has' got a statue in the state university of 
Indiana. Did you r ead Life last week? 

Yea . 

This is mean, what I am doing. He is quite a 
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fellow, and he can' t vive a speech like 
that . I mean, if that is the way he feels 
then I am withdrawine; what I said to him. ' 
I want t o be free , because I have got to go 
up on the Rill and f i ght this thing. 

I am sure that that isn' t - now, if he-­

You had better ask UcNutt vs. Mclrutt. 

What? 

You had better find out where UcNutt stands 
ver sus J.lcliutt. 

nutt is right . (Laughter) 

But you tell him that I - that that article 
has completely shaken ~ confidence, that he 
should read the Executive Order of the Presi­
dent of the United States on installment buying; 
and,if he doesn't want any taxes to pay for 
this thing, I just can' t eo to town on this 
thing. 

I am sure that we can present a united f ront 
on the question of raisine the revenues to 
support the promised benefits. 

Well, now, let me 881 something. I talked 
to him over the phone, and I sa~d , "You know, 
Ur. ~cNutt, you haven't given anf aspect to 
t he fiscal side of this question, the Treasury 
side." He said, "That is right . And I have 
no reason to believe t hat he gives a damn 
about t he Treasury' s side. 

That is what I am hired for. I have got t o be 
free to go up and point it out • 
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But if we - if he does support thia, and I 
an sure he will , and if we all support the 
revenue end of it, then --

Well, it depends upon - I will put it thia 
way. If we can sit in on when the meaaage 
that the President is going to send - when 
it is written, if you can satisfy us When 
that message is being writ ten, so that we 
are protected, so that we are satisfied, 
t hat we will go along. 

Is that right, Dan? 

I think that is fair enough. 

All right, that is fair enough. 

I mean, if we can sit in on the writing of 
the message so that we can state the Treasury's 
viewpoint and get the fiscal thing in to our 
satisfact ion, then I think we ought to go 
along. Right? 

Right . 

How about you, Roy? 

Well, I have no objections, but what about 
the temporary disability? Are you willing 
to go along on that also? 

Listen, hoy, the program is going to go up 
as a whole. Now, after all, Louis. Stark 
didn ' t get that story out of thin air . 
Somebody gave it to him. 

Assuming the program is going up as a whole , 
I agree with you perfectly. 

That doesn't worry me as much as the public 
assistance side of it. 
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Then we have got to have in the President' s 
message something strong from a fiscal 
standpoint that will protect us so that we 
don ' t have to go out and raise another couple 
of billion dollars . 

Yes . 

Now, if the President's message is couched 
in satisfactoey language, I thlnk I would 
have to go along. 

You don't feel any more strongly than I 
do, as you know. You know that I feel 
just as stro~ as the Treasury does about 
the revenue s1de of this, and two years 
ago, you know, we fought right down to 
the bi t ter end and Henry l!or§enthau called 
me up one weekend and said, I guess we will 
hnve to go al ong with this freezing of the 
present rat e." 

Yes . But now, mind you, I haven't changed 
my position when I said I would be a good 
boy. But this thing has completely upset me. 

I don't blame you for that . I think it is 
a very careless stntement, and the only way 
I can explain it is that it was written 
for him and he didn ' t have a chance to edit 
it - -

I t is a speech on democracy and why !e are 
going to have to keep our democracy 1n 
order t o have a country that is fit to 
live in aft er the war, and this is just one 
little segment that is put in there. 

I don ' t know whether the story is true. 
It is like the time Henry Wallace was supposed 
to have read a speech, and there was a foot­
note after paragraph, "Pause for laughter, " 
and he read it right into his speech • 
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Be probablJ got it about then. 

.tre ;you aa tiatied w1 th the way you are 
ooal.ng out, aa..S.ng ;you will get his revenue, 
that 701l -.111 .. t to exhau•t JOUI' revenue 
ponl\llltiee We_, 
lot eatistled, ~ I kaow Wbea I as licked. 
I meaa, JOU aee, the7 teed the a tuft out, 
theJ ruah us on thh thing and so forth, 
and ao on, so that la wh7 my onlJ hope is 
to get it in 10rt of a thing - I mean to 
t1'7 to get into the Pl'esident' s message 
what we would like to aee go into it. 

Now, if we are unauooeaatul, then I or 
somebod7 el se from the Treasury can go up 
and talk. 

V~at do you mean, Wr. Barnard, whether or 
not you are going to get this revenue or 
whether or not it t akes it out of the regular 
revenue field? 

I am speaking from the standpoint - there 
is a l1mit to t axat ion, presumablJ, without 
adverse effects in m&nJ directions. Taxes 
are going up prett7 high. I don't know 
bow much more you have got t o get for 
other purposes than this . That ia, it 
seems to me, a man on the a treet , that ;you 
are beginnin~ to exhaust your margins Where 
you will be 1n a very uncertain situation. 
I am not speaking in opposition of this 
question. 

But you are bitting people, are you not, 
particularly the indivi dual, who don 't 
pay verJ much in t axes . 

Yell now, take all the buain- that are 
losing moneJ, the number of which ia going 
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to inoreue. You han rt to look out for 
thea. !Yer,r tax JOU ad to thoae fellowa 
inoreasea the lose and throws ao much more 
out. Now, JOU are collecting both froa the 
people who han got it 111d tr011 those who 
hann•t, on thla . 

You are increaaing their deficita, certalnl7. 

Nowi from those who haTe it you are reducing 
sti 1 further the 11ergin from which JOU can 
collect. Is that sense' 

You brought up something new, as far as I 
aa concerned. It is Tery interesting. In 
other words, we are increasing the fellow\ 
loss who is alreadJ losing 110ney, and pu­
ticularly the fellow that isn't going to 
be able to get his ~~eterlal because it 
happens to be strategic. 

You have got a lot of - a t remendous nUJD.ber 
of people in this country in business, small 
busineases. They need to be stimulated aa 
much as possible. They are being depressed 
pretty darn near as much as it is possible 
at the pr esent tiae, because t hey don't know 
'llhere they are going to get the materials and 
t he whole basis of aoing things is shifting 
on thelllo 

That perhafs is the reaaon your prograa is 
alaost ent rely on the worker and not on 
the e!lployer? 

You see, we are recommending contributions 
by eJD.ployeea across the board. 

111 right. Now snother question I raise there, 
if JOU don't have any ceiling on .the wage 
end of it, it isn't on the employee. It is 
on the fellow that pays i t because eve1'7 
one of these things stimulates people to ask 
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for more aoney and none of them yet are 
seeing that you have got to cut aown buying 
things in the last analysis , You have got 
to pull them i n, ae I eee it. 

Well, you are increasing the employer's 
contribution from what to what? 

The employer l.s paying now four per cent. 

Four? 

Four per cent. 

It goes up to five. 

The total cost is ten per cent, and be pays 
bslf of this, and it would go up to five , 
If we can't get by about fifty-fifty, I 
think we certainly can get by with sixty­
forty. 

Sixty on whom? 

Employer. 

Six and four are ten. Your hope is five ­
five . You think six-four you could get? 

1 think so. 1 wouldn't recocmend a progrmn 
if we didn't get si x-four. I would say 
tbst we might just aa well quit i.f Ute. 'WOrkers 
aren ' t willing to pay for the benefits. 
We might just as wel l know it now. 

Well, I won ' t have the last word, but I would 
feel lots happier .about this thing if three 
months bad passed and we saw a little bi t 
more what this defense is going to do t o 
our economy. I would much rather see t his 
tbi.ng go up l.n January or Februar y than now. 
I don't see what the sweat I.e • 
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Well, if you want to get the Internal 
Revenue side, if you want to get the reve­
nues in, the sooner it goes up the better. 
There is no question that you collect a 
lot more than you pay out in these first 
few years . 

Well, A.rthur, if you leave it to me, I 
would be much happier to see the thing go 
up in January after we see what some of 
these dislocations are going to be. 

If you are going to do it, I should think 
the quicker you do it the better. 

Really? 

Not from the standpoint of effect on the 
Treasury, but from the standpoint of the 
reaction of the people. I don't see how 
they can help in general being more upset 
three or four months from now than they ere 
today, end generally against everything. 

It is a help in the fight against inflation, 
too. 

Unless you get a better spirit than we 
have got now, today would be easier than 
February. 

Is it your hope to get it through this 
session? 

I had a very nice talk with Chairman Doughton. 
He asked me to come up last Friday. He 
said he would like to know something about 
this . I couldn't tell him anything except 
that the President told us last spring to 
develop a program that he could send up 
after the tax bill got out of the way, and 
the tax bill didn't get out of the way, 
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so it is only now coalng to a head, Be made 
t he ~estion that it would help a lot i f 
the ident would call in about five ~ers 
of t Ways and Means Committee, bi-partisan, 
with the ones who are likely to be conferees 
oa tbla, and I augeested that he drop a note 
to the Preaident, making that recommendation. 
He aata be would. 

Well, the way it stands now, we would like 
to have a chance to sit in on the drafting 
of the President' s message . 

All right • 

It is up to us to try to get into that what 
we would like, and if we can't get it on 
account of the President , or on account of 
the Social Security organization, I want 
to feel free . A~. a little by-product, if 
lD the meantime, Mr. McNutt could clarify 
what he did mean, it ~ould help a lot. 

All right, thank you very much. 

Thank you, sir. 

• ' Regraded Unclassified



October 6, 1941 
12:55 • ••• 

129 

I!MJr: Hello. 

Operator : Mr. Mollutt . 

HMJr: Hello. 

Pa11l V. 
McNutt: Hello. 

II!IJr: Xoraenthau. 

Me: Thie 1e Paul McNutt epealt1ng. 

l!l!Jr: Yee. 

Me: I'a Juet talking to Arthur Altae7er. Be beard 
70u vere d1eburbed about a atatement or tvo 1n 
the epeeoh I made Saturda7. 

IIMJr: Yee. It eeemed a l1 t tle oontrar7 to - oerta1nl7 
on the 1netallment bu7ing - ae t o vhat the 
President instructed all of ua to do. 

Me: 

IIMJr: 

lie: 

It 70u1ll notice, the7 vere not in the form ot 
etatementa, but merel7 in the f orm ot ques t ions. 

Well , that's one va7 of getting o•er one'• 
oppoa1 tion. 

(Laugh•) 

HMJr : And the other thing ie eort of raieing the VbOle 
queetion i n •7 aind ae to the queation of taxee 
ot Social Secur1t7. 

Mo: 

HMJr: 

Mo: 

llo, it ' • not that. It 7ou 1ll notice, it vaa in 
connection with the vorkere ' side ot tbie thing. 

Xeah. 

I do haYe eome - I vender in JD7 ovn JD1nd vbetber 
ve can bit bla aide; in other verde, JD&ke it a 
ti t t7-tit t7 pr opoeition all the va7 along t he line • 
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I 1n bad 11011e doubt i n 117 aind on tba t all 
the weJ through. 
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I!IIJr: Yeah. Well • ••.• 

Me: 

HMJr: 

Mo: 

HMJr: 

Me: 

IIIIJr: 

Me: 

IIIIJr: 

With the r ising cost ot living and with 1111 
wages not going up in proportion, what's go i ng 
to happen to 111m' 

Well, anJW&J, I Jue t 1aid th1e, tb&t I wae quite 
1urpri1ed to eee it - I aean, pa.rtioularlJ to 
1a7 both things - inltallment buJing. I don't 
know whether JOU know there'• en Exeout1Te Order 
directing the Federal Re1erTe to do t111e in co­
operati on w1 th the Treaaur, end OPAOB, end we • re 
aimply carrJing out the orders ot the Preeldent 
on that. 

And on the ot her thing, eo I aiaplJ eaid, 1 EverJ­
body 11 entitled to hie Tiewa,• but it that's the 
way you telt, whJ then I wanted to haTe a chance 
to add 111 views atter the b111 got up on the Hill. 

Well , I don't think- oerta1nlJ you would haTe a 
perteot right on that , end I - ae tar ae I'm oon­
oerned, I'll go along with that prograa. 

Yeah. Well, I thought - I mean this prograa we 
went over- whose program ia it it it 1en't 
yours? 

Well, that's right. And I'• perteotly willing 
to go along wi th it. 1'he onlJ point that I had 
i n 111 llind on the queetion wl11ch I ra1eed 1e 
what proportion ot it 1e going to be put on the 
worker. 

Well, it JOU don ' t mind , you didn't raise that 
queetion betore the Prelident. 

Well , I've raised it aany timet with Altmeyer. 

Oh, well . (Laughs) He 1 a not the President. 

Mo: No, I quite agr ee on that. And I t hink the 
Prelident hae had that in h11 mind tor some time • 
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I'm not eo sure tbat he thinke that it should 
be an equal contribution when they get into the 
higher brackets. 

Well, the point was that I eaid to him, "No mie­
understa.nding. Ir and "hen the President wri tea 
his message, and I gat her rrom the story that 
was red over t he week-end, that the thing is to 
go out.• 

Yes. 

I mean, i! we have a chance to ge t into the 
Treasur y's fiscal viewpoint well and good; but 
i ! we don't, " hY then I want to withdraw the 
statement I made to you in hie outer o!!ice 
and I wouldn't kick over the traces. See? 

Yea. 

The t was all. 

Well, I - as a matter or !act, I think you should 
be in on that message. 

Yeah. Well, I think we should. 

Well, there ' s no question about that. And I would ...•• 

But it's moving so rast, according to the ne.,s-
paoer1 that I doubt whether we " ill have a chance; 
and I ve been around to"n tor eight years and 
so- but i! "e don't, just t or our picture, you 
"ouldn' t say, •Well , Morgenthau aaid he'd go 
a l ong and now be goes up on the Hill and he 
doesn't.• 

No, it's not that; and I think you should see 
the message before it goee. 

Yeah. But 1! the message doesn't protect the 
Treasury's viewpoint, then I've go t to have the 
right t o e~ress myself Just the way you did in 
your speech. 

Yea. Well, I don ' t think anybody in the world 
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would arlee to de117 \bat , · and I oerta11117 
wouldn't queet1on u. 
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Well, I mean JOu'•• got doubt• about tba 
workere' end. Well, I'•• lOt a lot ot doubts 
but aJ t1rat doubt 1• what I'• b1re4 tor, ie 
the TreaeW"J. 

Yea, that'• rilht. 

OJr.a7t 

Oh, that'a tine. 

All right. 

And as tar aa - and I oerW.1nl7 •hall au that 
the Treaaurr • i ewpo1nt be retl aotad 1n the 
aenage. 

Thank JOU. 

That'• all right. 

Thank JOU. 

All right. 'rbank ;you. 

Good-b;ye. 

Good- b;ye. 
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INTER OFFICE COMMUNICATION 

DAnOotober 6, 1941 

TO Seoretar~~enthau 

)(r. Haa~· 

Anotber el1ght deol1ne or 2,000 brought Work Projects 
All:l1n1atr&t1on emplo1111ent to 1', 03), 000 persona dur1ng the 
week ended September 24, 1941. this represents & decline or 12, 000 peraone from the nuaber emplOJed during the last 
week or August. 
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tE..ORA!:UW 

October 6, 194lo 

: . : l:r. Sulllvar 

.-.'" : 7 : Lunchi!On with t~.e Secretary t oday. !'resent: Secretary 
!..On"Cnthau, Senator Georve , Ch&i.rcan OouPh't on, er. 
~ulliven . 

':'l';e Secretary stat-ed tl:at at Col>inet l"'•t 11eek t !".e l'resi­
rlcnt handed him a ""'".orandul:t re taxeo And that inaor.NCil as Chairman 
~urhton had had a conference wit h t,hc Preaiclont .t.o thourht it 
~i1 ht be a rood i dea for us all t o ~et toPether and bring him up to 
i•te on t),e situation. Chairmlln Dourhton eaid that tl:e !'resident 
and he had enrued in quite a d1•cusoion of Soeinl Security taxes 
and t~.at Chairn.an Do~ton had sue>eatcd to tho President that it 
'lfOUld be a FOOd idea U ~e ?rea•ury staff and the ataff of the 
J'int 1ox Corm ttee worked t:>rether in fullest cooperation in 
":'NlMra!.iOn o! the r.ext tax bill. There then ens\:.ed a discussion 
as tc .nether the President in hi< reference to tte •new tax bill" 
.,., roferrin• to the next revenue raioinr oouure or to the 
~ :.istrative Aalndl:lent i'' 1 . ! nasauch as neither the secretarY 

r.or · r . !.'OUJ':'hton had e'\-"'eT discu.s::ed !.~.c !.~nietraUve k:er.dcent 
'ill wit" the President, it ..-as concluded ~.at the President ..as 
probably referrir~ to a new reTe~te bill . 

Senator George and Chai!Mn Dou••hton e"J)t'essed t..'lec:selves 
vory stron"lY in opposition to an early introduction of a new 
·o,ial Socur1 ty bill and sto.ted thnt t hey hoped very lll\lCh ttat 

before any ouca ee '1111.5 se~t to t t.e Hill on t ltio subject tr.e Presi­
Jor.t 110uld call i n t~.e Democratic C".er>bers of the l'.o\l!le ·,/ay• end 
"oons Co,..,.i ttee and tl:~ s er..:tt c H.r.nnc• Co:'lr.littoe to attel"ll)t to 
secure an a~rceJa<nt i n adV~>r.ce . Sen8tor Ceorre stated that he 
t•ourht that each a bill 11ould take two month& i n the House and 
•• least a month in ~.e Senate . Chain>a.n Dourht on stated that he 
bf-li~ved c-enator vc.ori'e's e!'tirn.tt-s "Were low. Senator Georre then 
Jtated that Senator !:olmey did no• 'Ids'> to have ~J.s heari.nt• on 
•~ n:!oenu to Social sec~rity in t he !om of old ar e benefits until 
:ece .ber or ~anuar; . Be !'tlr:.l'.er s tated U.at he had hoped "" could 
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pua the Administrative Amendment Bill before Christaa. 

Chairman Doughten asked it the Seoret&ry could prevent 
a Presidential M&IO&ie until they had all had an opportunity to 
diecuea it with the PreSident . The Secreta1')" ueured ltr. llougl!tcn 
that he •s not pre811illg tor action on it but he could not contract 
tc delay it. Senetor George stated he Yas going to be at the l!l>.ite 
House tomorrow and 'WOUld diec:woe t!de .. tter with the President. 

Alter the luncbeon a4joumed it waa agreed that atter 
toaorrow1a 11111eting at the White Houae, Sanetor George would phone 
tte Secreta1')" and advise hila of llbat had transpired. 

It was definitely understood that the ~ Departz:oent 
would dl<e no umounce..ent and take no action of &111 ldnd on taxee 
until talking again with Senator George and Chairwan Doughten. 

After the luncheon 1D the Secret&ry1e office, Chairmen 
llollgbten spoke of hie very great interest in the Eco"""\Y Colllld. ttee 
appointed under the Byrd Amendment and soUGht to impress the Secre­
t&ry with the iaportence of tbie York. The Secret&ry assured l!r. 
Doughten he na deeply interested in this m&tter and was not going 
to regard hie cembersbip on this Comml. ttee or the York it ent&Ued 
lightly. 
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Oct ober 6, 1941 

~y dear Ur. Preaident: 

In light o! the note which JOU banded .. on 
October Srd, I inYited Senator Georf' • Congreuan 
Douzhton and John SulliTan to haTe unoh with .. 
today. We diacueatd future tax billa and Social 
Securit7 le&ialation. 

Both Senator George and Chairaan Doughten were 
ot the opinion that before the end o! the year the7 
could ptaa a tax bill deYoted to adalniatrat iYt 
&llendaenta. 
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For your further in!oraation and guidance! the 
Conference Com.ittee on the RtYeaue Act ot 194 
directed the Treaaur7 to incorporate in thia Adain­
iatratiYe Aaendllent Bill ita reco.aendationa el ia­
inating the preference preaentl7 enJOJtd bf reaidenta 
ot coeaunit7 propert7 atateaL and a proYia 011 ! or 
oo•puhory joint returna. Tllllt two reo-ndationa 
will probabl7 conatitute the onl7 hi«hlJ controYeraial 
proYiaiona ill the ! dainiatratiTt A..ndaent Bill. 

The Pruident, 

Tbe \lhih Mou11. 

Youra alncertlJ, 

(lfp I) I, • ruotuo, J•, 

P.S. I am meeting at !our o' clock thia afternoon 
•(ith Bull1 Jonea and Hopkins on the Ruasian financial situation. 
Written ln HK Jr'a handwriting on the original.) 

/d -4 ~~ r :w -f.Af. 
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Jesse 
Jones: 

HY.Jr: 

J: 

tzy,Jr: 

J: 

Henry .•... 

Yee , Jesse. 

October 6 , 19~1 
2:115 p.m. 

1.41 

In the t 1r st place I want to congratul ate you. 

Yes. 

Ana the next th1ng, I want to sugges t that you 
carry a lawn mower along to cut ott the tops 
ot t he t rees. 

~~r: {Laughs) «ell, both auggeet1one are acceptable. 

J: Well , you had a •.... 

HXJr: I had a narrow escape. You know what 1t 1e. You 
went through one yourself a couple years ago. 

J: Yes , s1r. Yes, you d1 d hs.ve a narrow one. 

HJoiJr: 

J: 

l!l!J r: 

J: 

!!)(J r: 

J: 

ffi(Jr: 

J: 

HXJr: 

They tell me I'm the only man that flew 1nto a 
tree and flew out. 

••en, I th1nk maybe that's r1ght. 

(Laughs) 

'~ell. 

Well , I was very lucky. I had a good p1lot and 
he got me back. 

Yeah. 

But tor awhile •.. .• 

It looked pretty ..••• 

•...• 1t looked pr etty hopeless. 

J : Yeah, I'm sure ot that. Well •.. . . 
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IIIIJr: Well, I'll 'be •••lllc :rpu ~oiiOft'Ow, J ..... 

J: All r1ght. low, Rearr •• .•. 

IIIIJr: 

J: 

IIIIJr: 

J l 

HMJr: 

J : 

J: 

lllloJP I 

J: 

• • • .• Poland owe a ua - on a tbe bank - about 
Shree a1\11on dollara. 

llllll do .. , 

Poland. 

Oh. 

Walt Juat a a1nute . (T&lka ae1de) !bat 1e abou~ 
the olll.:r unpa1d ola1a we 1 •• got now 1n Europe on 
the bport Bank loane that we ' •e been ult1ng tor 
•••eral :reare tor ootton and other tb1nga. 

Yeah. 

Tllq woul4 1111:e to pa:r ua a oouple ot :reare' 
1-'-r eet 1n eterl1ng. 

Yeah. 

142 

Well, do :rou ••• an{ obJeot1on to our tall:1ng 1t 
or do :rou tb1nll: :rou d rather haYe the ola1a aga1nat 
Poland or l et the debt go 1nto detaul t, or would 
:rou rather • •••• 

ID!Jr : 

J: 

Oh, I th1nll: •.... 

Warren th1Dlta we a1ght b.aYe a ob.anoa to trade 
ott the eterl1ng eoaehow. 

HMJr : Yea. I auppoae, aa a aatter ot taot , we oould 
uu u, I th1nk, poadbl:r 1n ~erauda or 1n 
Jaae10. - eoae ot our bane. 

J: 

IIMJr: 

Yeah. 

Rallo. 

J: Xta, I'• 11atea.1ng. 

. 7-
, , r r : ~ 
. . ~ . 
. ./.'t: . . 

'~ 
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!l}!Jr : 

J: 

l!l-lJr: 

J : 

HMJr: 

J : 

'IXJr: 

I thi nk t hat ve coul.d - I think t ha t I ooul.d 
uee i t up on paying t or some ot these baees. 
I ~on' t t hink there ' e any agreement to pay in 
dolla r s . 

Well, then, I'll tell Warren to go ahead and 
oooept 1t then. 

Do that. 

To work it out. 

Do that. 

See you tomorrow. 

Good-bye. 
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October & , 1941 
3:00 p.m. 

KHJr: Norman, I want to ratee th1e queet1on. I get 
thia mall that oomee hera ae a digeet that 
Mra. Porbueb doea. 

Norman 
Tno~>peon: Xea, air. 
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HXJr: Now, a lot ot that etutt h compla1nta. A lot 
ot 1t neede attention. And I Juat waa cur1oue 
to know and I want you to know it. Take a batch 
ot 1 t ... .. 

T: lea. 

HMJr: Go back a month or two. Ha•e they been aneweredt 
Are the coapla1nta looked attert Row long dose it 
take to handle a complaint? 

T: lee. 

I!I!Jr: And wbo ltnowa whether the complaint haa been 
properly handled? 

T: I'll do that right away. I know that ve .keep 
a tickler bare on all ot toea that coae in, and 
we follow them through to the conclusion. We 
alwaye acknowledge them immediately it there's 
going to be a ••••• 

KMJr: All mail? Up i n Mra. Forbueh1 a ottice? 

'1': Ob no. Juet the cane that come in that ••..• 

HMJr: Well, look. Suppoeing aomebodY wr1tea in and 
eaya that a Cuatoma guard haa been •ery rude 
to me and i neulted me? 

'1': Well, that would coae to me and I would acknowledge 
it immediately and then rater it to Johneon o•er 
in Cuatoma to inYeatigate it and prepare a further 
reply. '!"ben we keep a tickler ot that to aee that 

that 1e dona. 

HMJr: Suppoe1ng eome mall vent directly to Johnaon? 
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T: 

HMJr: 
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1'ben Mra. Forbush would have the tickler on i t 
and it would be her reepon1ibility. 

Well , doea abe? 

Well nov, I'll have to check that. 
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And then a a to the quality ot handling the complaint. 
Ie thare ever a review? 

T: Oh, yea. We go over it very thoroughly. 

HMJr: Well, I tell you what I'd like you to do , and I 
trust your choice, I'd like you to pick out troa 
the various girls - oh, taka, 1a7, Juat at rendoa, 
tive l etters that came in a month ago ••••• 

T: I eee. 

HKJr: .•••• and that have bean referred. Juat piok them 
out at random ••••• 

T: 

!lMJr: 

T: 

HMJr: 

T: 

HKJr: 

T: 

HKJr: 

T: 

!lMJr: 

T: 

!lMJr: 

Yes. 

••..• trom Mrs. Forbush's mail. 

I see. 

Pick up, say, tive that 1 e gone here and rive 
there. 

Xes. 

Juet 1ee - Just pick them out at random. 

X ea. 

And then Just see hov they've been handled. 

I '11 do that. 

Because I Juet wonder. 

'Aell , I'll check that and Just eee hov it's going. 

Will you do that? 
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T: Yea , air. 

HKJr : Let •• know. 

T: Oka7, air. 

• 
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THE LIBRAlllAN OF CONGllESS 

w.,~mrv ... o. c. 
Ck:tobel' 6 , 1941 

1~7 

The arrangement descri bed 1n your letter of 
Septe11ber 26 is very generous indeed, and the Libr llr)' is 
hopP7 to accept tbe plan. llo shall be delighted to re­
ceive all your f a ther' s papers and all your papers up to 
1933 together rlth pbotosteto of ;rour papers and doc:uments 
since 19331 tho originals going to tho Proaidont•s Libi'IU")' 
and the oopioo i n identical order ooaini to our Division 
of llanuscripts a s a part of the !lor&entbau Papers. lie shall 
be very pleased indeed to place at Jlr, G&or•s disposal a 
atud7 roos in the Library of Congreas where outerials can 
be progreasivelJ' prepared tor the llanuscl'ipts DiYiaion . Dr. • 
Siouesat, Head of the llanwlcripts DiYiaion, rlll be pleased 
to work out dotolls rlth Jlr, G&er. 

llay I add tho t I think the plan you propose is not 
cnl.J' generous but highly lllportant s ince it offers an effective 
solution or tho problo,. posed by tbo existence of tho RA>osnolt 
Library at Hyde Park. Research s tudents working in tho Library 
of Congroes will have access to tho body of your papers under 
such conditions as you may establish and will learn of the ~ 
existence of tbe originals at Kydo Park by virtue of the copies 
bore and rlll hove tho whole continuity or tho material before 
them in oi thor original or COP7. I hope you won't mind lOY 
sa.ying thet I coosider lfhnt you hova dono an act of personal 
friendship u well as an act of frlondahip tow&r<l tho Library. 

Tho Honorable 
Henry Morgenthou, J r. 

Fa.ltb1\lll1 yours, 

Archibald lla.ct..ioh 
Tbe LibrU'ia.n or Conuasa 

lltcretary of the Treasury 
Wsehington, D. C. 
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COllFIDE:ITIAL 

OATC Oct ober 6 , 1941 

subJec t : 

Secrif.tnry r genthau 

The s ness Situntion, 
~leek ending October l>, 1941 

Sunmnry 

(l) Business activity, af t er allowance for seasonal 
rnctorc , h:-s shown no further gains recently . The :lew York 
~i~es nnd Barron 's indexes of business ac tivity in the veek 
tnf.P\1. Seotember 27 were virtually uncooncred. Although such 
bro·d business i ndicators as freight onrloadings and e l ectric 
!)()l:er oroduction moved higher, the gains were less thnn 
SMBOI\0.1 . 

(2) Factory empl oyment and payrolls rose t o record highs 
1n Au--ust , as i ncreases i n defense uork and in the canning 
industr y more t han offset n decrease in the automobile indue­
try due t o m~tterial shortages and season~tl lay- offs. The gain 
1n t~otory oayrolls over year- earli er levels amounted t o 
11~ oeroent , in contrast >11th n ga in i n eml)l oyment of 23 per­
cent, reflecting increases in working hours , va~e rates and 
overtime payments . 

(3) The Suo'Oly Pri ori t ies and Allocati ons Board has ap­
~roved an expansion of 10, 000 ,000 tons in steel production 
~ec111tiee , whioh Will eventually increase t he industry's 
ca~city to about 99 , 000, 000 tons. The shortage of steel 
scr~o continues t o be a major concern of the industr y , despite 
:he r~cent measures t aken t o i ncrease t he flow of scrap !roo 
re:>ote areas . 

(4) Declines in t he prices of r nr.o products and foods 
e~rri@d the BLS nl l -cocood1t y index do~~ 0 . 3 point t o 91.2 
in t he week ended Se'Otember 27 . The index of basic commodity 
?r ices hr'a steadied , · af t er decl i ning moder t.ttely in the latter 
hal f ot September. 

{5) Subot nntinl increases in f arm parity prices, result-
1nt; fro:o incrensed costs of good& bout;ht by farmers, were an­
nounced by t he DepRrt ment of Agricul ture last >:ee!t. l!everthe­
lesG, prices of f c.ro products i n Seotem'ber l'ose even more 
re?1dly . Cash ra~ income 1n Au-ue t exceeded that of August 
1'4Q by 1J.9 -pe:-cent. 
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Business activttz levele ott 

Buaineae activity, atter allowance tor aeaaonal tactora 
continue• to level out , Judging trom the action ot weekly ' 
busineoa indexes. In the last week or September the New York 
Tices index shoved a trifling decrease ot 0.1 point to 12S.2 
while Barron 's index vas unchanged at 13S.4. ' 

Although both freight carloadings and electric po•rer pro­
duction in the last week ot September moved higher, the gains 
dl d not come up to usual seasonal expectations. Furthermore 
paoerboard production, which reached record levels around th~ 
middle ot September, declined contra-aeaaonally, while a 
moderate gain in steel operations waa purely seasonal . Gains 
i n autocobile and lumber production during the week tended t o 
offset t he declines above mentioned. Automobi l e output in 
t~t week, however, was 20 percent below year-earlier levels 
due to the OPM curtailment program, and last week this de- ' 
crease Widened to 27 percent when labor troubles caused eome 
decline in production. 

Anticioatory tax buying boosts retail trade 

ro>~t\I'd t he close of last month, retnil trade received a 
strong stimulus trom anticipatory buying as consumers sought 
to sscape the new excise taxes effective October 1. As a re­
sult, department store ealee in the week ended Seotember 27 
rose 24 percent above year-earlier l evels, ae compared •nth 
gains ranging trom g to 12 percent earlier in the month. In 
the New York area, last minute buying ot liquors and numerous 
luxury items is reported to have been unusually heavy. 

As the new excise taxes vent into etteot, Price Adminis­
trator Henderson appealed t o manutaoturers, wholesalers and 
retailer s to exert their utmost ettorta toward preventing re­
tail price inoreaeee trom exceeding the actual amounts or the 
addi t i onal taxes. Be warned tha t if distributors ot mercban­
d10e O)'l'amided the new taxes, a real threat t o the general 
9rioe struct ure would ensue. 

Employment and payrolls at new highs 

Emoloyment and uayrolls continued to expand in August, 
ne increases in defense uroduotion and an unusually sharp 
rise in the canning industry more than offset decreases due 
t o materials shortages and seaeonal lay-otts in the automobile 
industry. Civil nonagricultural employment during the month 
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rose to a new record high or over 39, 500,000 -- a total aoprox-
1aetelY 26o,ooo above the prev1oua month and J,6oo ,ooo above 
Au•~st 1940. Inasmuch as the country's armed roroea 1ncreaaed 
1,400,000 trom August 19~0 to August 19~1 , 1t Will be aeen that 
no lees t han 5 , 000 , 000 additional workers and enli sted men (not 
counting aer1oultaral employment) vera drawn f rom the count ry ' s 
111bot• supply during the peri od. 

Nearly 2,000 ,000 more raot ory workers were employed in 
Au1~st than 1n t he aame month a year ago. Reference to 
Chart 1 will d1eclose that the indexes or ractcry emoloyment 
and ooyrolle bot h advanced noticeably to new higha dUring the 
month. Although factory employment by August had inc:reaeed 
23 percent over year-earlier levels, the gain in payrolls 
durins the eue period was no lese than 49 percent. This or 
cow•oe :reflects the increase in worlt1ng houre, v nge rates 
and on r tl.ae p~ents that has occurred in the past year. 
By AugUst the estimated average weokly earn.inge or f actory 
workere waa :running 21 percent above year-earlier levels. 
(Refer to Chart 1 , lovor section.) 

Lack or mater ials cute emoloyment in acme industri es 

Although aggregate factory employment continued to riee 
in August, some induetri es r eported deoreaees due to lack or 
materiala. Thus the aluminum ware and di e casting industries 
reported dac:reaaee i n empl oyment due to a dearth or mat erials 
ar1s1n6 r rom pri o:ri tiee rulings. The freezing of s i lk stocks 
caused employment declines in the eilk, :ra1Qn, and hosi ery 
industries. A greater than seasonal decline in automobi le 
employment vaa attributed in part to reatriotiona impcaed 
upon production by OPK. 

One or the latest industries to be confronted With em­
ployment deoreaees is the electric refrigerator industry, tor 
~bleb the production schedule wae out l ast week by an OPK or­
der erteotiTe immediately. Although the industry v111 still 
be nble to produce aporox1m~<tely 2, 000,000 units in the year 
ending July 31 , 1942, this will be about ~6 percent below 
out put i n the year ending June 30 , 19~1. Aa a result or t he 
curtnilment order, such large producers ae Frigidaire and 
llest in(';houoe have already begun to lay orr workers. Moreover, 
nt the time of announcing the :rerrige:rator ow•tailment pro­
grnm, the OPM s t ated t hat similar limitation programs :relating 
t o other consumer a' durable goods indue tria a ~,ere being pre­
pared by the Division of Civili an Supply. 
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Unemplor-ent probl .. a 4ue to 41alocationa caused b7 aatar­
W ahort&8 .. and production curtaillllenta proahe to aaau.ae 
1noreaeing importance later 1n the Jear. 'l'he extent to wh.ich 
th1S U1 attect total emplor-ent in the 110nthe ahead baa not 
yet been ottic1all7 eetiaated, but the Bureau ot Labor Statietica 
1a now worlt1ng on the problem. 

Itrs• 1noreaae 1n 1teel oapao1tr approyeA 

The extended controver11 over the adaquac7 ot the countr,'a 
steel produci ng tac1litiee was finally resolved last week b7 
the SupplJ Prioritiea and Allocations Board, which ordered an 
expGnal on ot 10,000,000 tone in the in4uatry1 a ingot capacitJ. 
Since thle expansion ia understood to be in addition to eome 
J,OOO,OOO tone now under construction, the oapaoitJ ot the 
steel i nduetrJ would total about 99,000,000 tone atter the 
expansion ie carried out. 

Although the e:r;panaion program hae been appro'!ed, details 
as to how it will be worked out have not been tull7 revealed. 
However, 1t ie understood that the expane1on 1e to be financed 
by the Government, and the new taoilitiee in meet 1netancee are 
expected to be added to ex1eting plant&. How much delay w111 
be involved before contracts are aotuall7 let 1e conjectural. 
Preas reports mention that in the oaee ot the pig iron capacitT 
expansion ot 6, 500, 000 tone approved 2t months ago, contracts 
so tar have been executed tor only 2,100,000 tone, and that no 
contracts have yet been executed tor the construction ot 16 
additional Great Laltee ore carriere needed to eupplJ the new 
blast turnacee. 

Steo1 production rising deap1to aorap ahortagt 

Steel operations tor th1a week are scheduled at 9g.1 per­
cent ct oapaoitJ, ae compared with 96.9 per cent laet week, 
despite the continued tight supply aituat i on 1n steel scrap. 

While some relief is expected to reault trom the recent 
upward price adjustments for aorap in reaote areas, the Iron 
Age is ot the opi.nion that reaulta will not be up to expecta­
tions. At Detroit, the ecrap shortage ie reported to be 
eapeo1ally severe, w1th mille losing ground in their ettorta 
to keep acrap inflow up to coneumption. The Institute ot Scrap 
Iron and Steel reported recently that monthly average aorap 
consumption in the tiret 8 months ot 19~1 wae up about 
1,000,000 grose tone, or 28 percent over the average tor the 
tull :rear 19~. 
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Net: orders h1@er 

~espite a decline in textile orders, our index of new 
ordPr• i n t he f ourth week in September rose 9 percent to the 
highest l evel s of the month. (See Chart 2. ) New orders t or 
tteel , ~<hich 1n the previous week had fallen to the lo~<est 
leveln ot the year a t g9 percent ot capaci ty, r ebounded to 
111 percent of capaci ty . In addition, acrgregate orders tor 
~ll other products than steel and textiles showed a moderate 
r1Se. 

BLS all-commoditY index lower 

Due entirely to further decli nes in t aro products and 
roods , the BLS a l l -commodity index declined moderately tor 
the second auoceesive week in the period ended September 27. 
?he decli ne ca r r ied t he index down 0. } point t o 91.2 , or 
0 . ~ ,ercent below the m d- September peak, which >~as t he 
u heat point r eached in more t han ll years. (See Chart 3. ) 
It will be noted that this decline was f oreshadowed by the 
coderate r eacti on in basi c commodity orioee which occurred 
1n the latter part ot September. Since basic commodity prices 
lmve s teadied recent ly, there i s a s yet no conclusive evidence 
thnt t he sli ght downturn in the general price index is more 
thM a t empor a ry development. 

Basic commodity orioes steady 

The BLS wholesale price index of 2g basic commoditi es 
•t the end of lnst week was virtually unchnnged from the 
nrevious week, a small decline in a ot imnort commodit i es 
nlmost otteetting completely a rise in prices ot 
domestic commodities. (See The decline in the im-
~rt commodities group was t o decreases in prices 
or sugar and flaxseed. T"ne e r1ee in domesti c commod-
i ty orioee was led by cotton , cottonseed oi l a nd tallow. 
(Rer or to Chart 4 lower seot1on. ) 

Farm oaritY or i oes 1noreaaed 

The Department ot Agriculture announced last week an 
increase in parity nrices tor all !arm products as of 
S•ut ember 15 due t o increased coats ot goode bought by !arm­
er e . The oa;•1ty pr1oe tor cotton was rai sed to 16.99 cents 
a !)Ound !rom 16. 7~ 1n August, and for ~thet\t t o 121.1 cent s a 
bushel from 119 . 3 cents in August. 

• 

' 
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Farm prioea reported aa or Bept•ber 15 aho'H4 a aharp 

adY&~~Ce onr August, the coab1Ded 1Ddex (1909-191• • 100) 
r1eing g pointe to 139· !be present price poa1tione ot the 
leading tarm product. are ahown 1D Chart 5. ror the tiret · 
tl.llle 1n 21 :reara, tara prio .. ae a group 1D Au_guet nre aboYe 
paritf. The h1gl1er pricee hue broueht a aarked i.aproYaent 
1D ram incoaee aa oompared with laet 1ear. .Caeh 1nooae troa 
tara aarket1Dge and Oo•ernaent p&fllente 1D Auguat totalled 
$1,114,000,000, wbioh waa ~ percent aore than the t 7•9 000 000 
receind in A1J8Uet 1940. ' ' 

Farm price ot cotton abgYt lQ=aarkot a•erage 

The tara price ot cotton reported b;r growera as ot the 
15th ot September aYeraged 17.53 cente a pound.. 'l'be reported 
rarm price not onl;r wae aore than halt a cent aboYe the parit;r 
price ot 16.99 oente, but 1t wae aleo a~oxiaatelf equal to 
the average market prioe ot K144ling 15716-inoh cotton 1n the 
10 spot markets, an unuaual occurrence. (See Ch&rt 6.) ·we 
have accord1ngl;r reY1eed upward our eatiaatea or da1l7 and 
weell7 tarm pr1oea ae shown on the chart. Market prioea, it 
w1ll be noted, declined aore than a cent a pound e1noe the 
h1gb ne reached on Septellber 9, althCNgll part ot this lou 
has been regained. 

The unusually high le•el ot the reported tara price tor 
cotton 1n September aa1 haYe been due in part to a poasible 
higher anrage grade ot the earl;r ginn1ngs than the bade 
grade ot the 10-aarket quotations. It wu aore likely due, 
howner, to an exagge:E:ated op1n1on ot the present Yalue ot 
cotton on the part ot the taraer reportera, reneoting the 
apeoulatiYe prioe boom. 

Evidence or hea•:r epeoulation in cotton appeara in 
Yar1oua trade report.. A oomp1lat1on ot trading •olume 1n 
the TBrious futures markets ahowe that cotton aooounted tor 
30 percent ot the total Yoluae during the last week or 
Septe~ber, a higl1er percentage than 1n &n1 other week e1noe 
November 1939. rarmera appear to be taking a large part 1D 
the apeoulat1Ya mo•ement, Judging trom trade reporta. Cotton 
marketings until reoentl7 have been relatiYely light owing 
to a widespread holding aoYement, part of whiob hae been 
financed b7 ehort- term loan• to growara b7 looal banks. 

Where cotton has aotuallJ been sold b;r gro••:r; a 
oonaiclerable portion baa been sold on •seller'• o •, b;r 
which the grower retains the priYilege ot determining when 
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to ru hie ba .. pr1oe. !hua, 1D etteo1: , he h taklJI& a 
tpeculaU•• poeU1oD 1D .u naturae aarltet, aa4 1e .UJeo' 
to urg1n oalle troa 1:he '-,rar. nw haa 1:eD4e4 to orede 

a weak un4erlJ111& aarltet •Uu1:t.oD, P&rt1oul.arl J a1aoe ooUoa 

0008 eold 1a DO loDger ellg1ble tor the Oo••raaea• loaD. .la 

of Septeaber 19, when •• orop ..... _, •• J••' snuag ua4er 
wa7, about 200, 000 balM ot .-..Ia 1.allar1 a Ml.l1 aalea .. ,.. 

outatan41ns . 

• 
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JXP()II!S 07 PP'P"'- I'IODUC!I, a:l1t.P m<ll .&Ill ICI.t.P ftiiL 
1P1 fBI UllUD 8hDS !0 l117J.-. , II!IIU, .AD, .&Ill all.\! BIIWI 

.t.l IBlft Bf DIP.Ali!UII Plllllfl C1aUUD 

PliODUCTS 

1\101 .. 4 O.o Oil ( l .nol u41DC 
Dl•••l 011) 

31.,4~ or C~lfornb 
~ Octane CrudJO 

All Other Crwlo 

O.tolint A•• 
Ge•ollnt B• 
.Ul Olbor Otloollllo 

AT!atlon Lubrl co.t1a« 011° .. 
.Ul Othor Lul>r1o.t1"6 011 

•·!outna• • nth u I eo­
O!ta:te, 1110-Ruu.e, or 
loo-PciOllO 

11!01 .llil) SClW' STilL 

Scrap 

YoU: 1114~ OctoMr II, 191!1 

liUIIU. 

56.548 !Jblo. 
100,000 :Bblo . 

SP.UI 

: Ot!lce ot Moralw>t Ship Control, Tr .. Gr7 Dep&rt.ont. 

161 

CJII.\! Bllf.UI 

619,oll2 :Sbl o. 

]20,089 :Sblo. 
471!, 000 l!blo. 

339 Bblo, 

50 !ou 

975 , .... 

October 6, 1941. 

J.zJ:i aatorl~ troa whlch b7 co_.,.clel 41ot1llt.t1on thoro CN> be ooperet~ 
ooro l hOll 3 poroellt of anaUoll 110tor 1'uol, hJ'droe&rbOil or hJ'drocarboll 
ohturo- Pru14ellt' o roe'<llatlono ot Jul7 26, 19llo. 
b\allon OaooUu • 
.lo 4ot1no4 in tho Proolllct'• recaJ.atiou of Jul7 26, 19llo. 
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the attached statement shows that BOEING Boston III's and 

DOUGLAS Boston III' s were shipped last week . Yr. Kamarck 

questions the accuracy of this since this is the first 

information received that Boeing is makinR the Boston III's 

~62 

since Douglas ia the producer . 

to contact the British? 

~xwa•.ii Has he permission 

• 

, 
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TREASURY DEPARTMENT 169 

INTER<IFFICE COMMUNICATION 

OAU Octobn 6, 1941 

TO SecretorY Kor e;en bau 

, ,.0,. !1r . Hell Tf!: ~ TL Y CONF IDENTIA L 
, rrtc i@l •a ftl ot Br1tl•h-~wned dollAr ~ecurltllt under the veatlng order 

ef'ootlve FebrUI\rY 19 , 19110 : 

.. Proceeds of $Proceed• ~~ 
ShAre & :>old Bond.e Sold 

.;.f'"l ~ . n l6 ,9LJ 7. 669 
V) 16 ,125 7,568 

;e: . 1 22 , taz b, 92b 
? 59 . 743 6,62o 

( 66 ,199 6 ,965 
s ,747 

l90 , 2Ll }}.746 

~des f rom 
Feb . ~2 , lSli~ t o 
•ent.27 ,194l }],08b ,927 

:'otsl 
?eb, ?2 , l9Lo to 
-ct , I. , 1.941 280,620 ,6S6 

1)l'~CIIth o! non-..-eated. eecurlt lee told 
•eot . ?2 ,194 l to Sopt . 27 ,1941 

_rocuda of non-.e ated aecurltlea aold 
Se~t . 1,19}9 t O $ept . 20,19 Ll 

~rJee~ta or non-Teated securities ao ld 
• >t . l,l3}9 to S.pt . 27,191.1 

'l'otal 

211 ,612 
2} ,69} 
27 , bll 
e6 ,363 
n. 1611 
8 , 747 

22} ,990 

}17. 515 , }69 

}17, 739.359 

Loo,ooo 

2}},6oo ,OOO 

2l4 , ')()() ,000 

~!IA:'D ~ ~(l ,U3.}52 

3 "•It• aol4 fro~ AU«.l8 ,194l t o Oct . 4 ,19L1 ! or $42 

11 ohorea ~tock Dividend s old !rora A\>Sol3 ,19lll to Oct , 4 ,1941 !or Sl2} 

5' .572 n l ·ht r aold from July 24 ,19hl to Oct,4,1941 !or $102 ,590 

• 

' 
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TREASURY DEPARTMENT 1? 0 

I~ CONMUNICATI~ 

,...,.. October 6, 19111 

10 Socrotarr Morceotbau 

,_ Mr. Btll ~ STRI CT l Y C 0 N F I 0 EN T\ A l 
Offlcla1 oal oo of Br ltlob-ovnod do1lor ooourlt loo uodor t he Yootioc ordor 

tfteoUn Fobruaey 19 , 194o• 

!lo, of Sbaroo $ Procoo4.o of Hoal.nal Yaluo $ Proceodo of 
Sold Sb3roo Sold of Bon4o SoU BoodoSol4 

Sept. 29 330 16,943 13,000 7.669 
}0 355 16,125 12,000 7. 568 

O.:t. 1 720 22,1187 7,000 4,9211 
2 1,665 59.743 10,000 6,62o 

' 
1,262 66,199 10,000 6.965 

220 s,m 1111 JU 

4,552 190, 244 52.000 }3. 746 

Soloo fro• 
1ob.22 ,1911o to 
Sll>t.27 ,1941 

9 , 5101 J86-l /2 280,4]0,442 4!j,l41,216 l z,osl•,22Z 

Total 
Peb.22 ,1~4o to 
Oct,4,19 1 

'l , 814,'lJI!-l/2 280,620 ,686 4!j , l2] ,216 l Z111816ZJ 
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/0 0, f/ 
.,.,., 3 

:artuu•._..,, 
IMIIUctea, :D.O. 
o.-. ..... 1, 1161 

,qel , ... 
1 llaft 'liND .... cowlllc to o\Mla ~- llto...;.Uoo ...,.. 

1.72 

U.ll tin at U. r'etVIt of •· Coolu'u wbo - eai- \o blcc 
1o panlCIOilar libHMr 1\ oao , .... , u ..,.,._ rn. a _...., ., 
• ., ...... Wlllell 01 IIA\ llla, Ula\ U.ll fin - _,....illc V.I. 
cvraq - 'MIIa1t ., .. .a.a.. 

Ov ..,...,..., la .._ .U... reJOiW4 Ula\ ~ tin- -
of .. oU.\ la ....... 8lllocclllc 'lllut.u la Uaa''-· unac 
-. oo\UlliiiM •- 40 )'11ft Ill" 'llr U.. 'lln\llero .&lmlro, Al'MrW 
all4111ft01 :.u.-1, u4- llol14 la JUcl> II- lir Ull 1.-1 la­
clii41Ac llr1Uu lulla. lion "-'~• ocr ftJI"IIa\oUn 1a ..._ 
.t.U11 _,. o.,..Ulll SA ro1labll -'"" u..n alloa\ Ull tin aA 
bao lat1rn-.& U. part•ro MWI'al \lal1 ...,lllc \lie lao\ tw ---· 
.1.11 Ull loto.--Uoo at- \0 ll1a a'bollt U... 'MI - faftGi'&llle u& 
be hlalllt hao -.c>\ o'M-' .... l.a\01U01 011 Ulllr pan \o Mill\ 
\Ill ......... 111'11 

1lut u 8Uir other IOOOIT--.ro l.a th11 1U;r, U.. are 
trio 4Mlln 1.a 110\11 11 11e-1o llalooo .t.tro1, llo Ton, ltl.o u4 
Lll'boll. .t.lU.OIJib w - 110\ Ulol Ull tnttlo, \btrl 11 ooU.lJII 
111epl l.a 'lloairlllc up 4ollar, tn.Do, roo, oto. oo\H,llero u4 1.Ulllc 
U.oo \o oU..r __..-..,..,. to Ito or Lllllea, 10 loec u U..ro are 
110 cro-M tor 1111ln1Dc tbat U.. ,.....,..UOM are for •- aoo-t. 

1 1CJ' iapnl1t. ot Pueul1o 11 Ullt .., \lie 1-\ -.otho, '1>11' 
are ao uzt- to -JI aa U.. ~' 11 .. ot • u4 u.. V.I. _,..._ 
••• u.at u.o, o..U -1\a\1 o\ •MnM:lal""" oporaUoo, ft1U 
~' at'" • ro•oulall - tor U.lald.aa \loll' 01r1 •111\lllc U.. 
•D~~W·' 

llU. panlCIOilar r.ton- \o U.. \ntflo 11 u.s. ourrooq, 1'ueul 
lotol'al4 ocr ftJI"oa\aU.,. Ulat '1>11' bo4 110 roaooo \o 101peo\ •­
orl.clo or 411\iMUoa <d 4ollar or oU.or 110\11 'lbtoh U.., llaft ]llll­
ohul4 or lol4, all4 to or41r to JII'O'I U.olr bOlla tt41 Ull7 llaft a41r­
\alolo U..t all U..lr towro ralU-1 ~ aD4 ti'OII a111'014 oW 
be _.. 'ria roulll oootroll•\ lv' llrt\all. 

11r. JnU Jneulell, 
u.s. fr _ _, ~·· 
1\UUlaaU• Qlftee, J.- 1179, 

'Millac'•. :D.O. 

TCIIU'I 11oolro~, 

( I ) 1. 11\ellto 
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UNITED STATES TREASURY DEPARTMENT 

Oc~ober 6 , lkl, 

'l'o ~be :Jec.retary: 

Dr. ;'/m, B. Taylor, """rioo.n Al ternate to Stabllization 

doard , just return&d rrom Kunming where ho hoe boon making a 

1?5 

general survey of conditions 1n Yunnan ProYince tor the $tabili~at1on 

.Jounl . 

In add.ition to ~· attached copy ot Dr. Taylor's report 

to tho doard tho following is a synopais or his conversation with 

tho writer l'Olatin to the current pollticeJ. situation 1n Yunnan 

Z.rov1oce: 

1, Contlicting stories are beard about tho actual polltical 

situation in Yunnan. At tho outbreak or the wqr Yunnan was 

virtually an independent govern:nent with Conorol Lung Yun (~!. ~ ) , 
oiarlord anG. nominally "Governor or Yun.o.e.n" but ott1c1ally Chalrma.n 

of tbe Yunnan ?roYincieJ. Coven>mOnt . Evon todq its persorutlitieo 

r.:a1D largely the stme and CoverDor Lung i s the only '.:arl ord 

Co•ornor since 1937 ~bo still retain• hit position. The UDder-

l yi.ng situation has , however, changed dra4ticall.y and tbere are 

keen obt~ervera ?lho assert that the power o!' the Central Coverru::.e:nt 

in Yunnan b aotunlly greater than it ia in .:lzecbuon. Others 

dispute t his but only to the extent ot wondering whether the 

control of ~he Centr al Covernoont is 4~ or ~5% etfectiYe . 

2 . In tho situation that preYai ls 1n Chino today and tor many 

a decade past ermies, and the lr o~~ber• and equ1~nt , are the 

deci s ive elec.ent. "'t present there are no Yunnanese troops outside 

their 01m pr<>Yinee and t heir n""bera totel aboUt JOO, OOO. Hall ot 

thea• are "modernl.T' equipped, 1e . , t.M7 ha.Ye e'teel helcets, latr 

type carbines , and sood t raining. Tbe ot her halt 1a tl:o old- style 
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Chilleae ~ w1 th tota1J.1 1Da4equate eqUiP!41At and 1neutnc1.,t 

deeoipllAe and lea4enh1p. Central OoYerDMnt trcopa 1n y'llmlllD 

probab~ n- 2110,000. Thaae trcopa are trca other proYincN 

aD4 bear DO local loyalty to YUDDIUl except a a 1 t la a proYillce 

or Chilli. Thay are excellont~ equipped eccordiDS to Chilleae 

176 

atanderdo with llcht ana, llaChl.nl SUI'I or li&l>t 8J14 heayY caliber , 

tructo, and some llgbt artillery. 'l'lley IU'e deficient 1n tanto 

aDd hUYy art1ller7. To otraet thia they could count en tile 

euppol1 ot a 111l1hd but growin8 air roroe atetloned 1n '1\mna, 

J1n4 with the arriYal 1n Yunnan ot liD lDoreeaiJIS nuabar ot Aaariou 

pl&nea wlth Aa.rican peraonael there Call be no quaot10D .to 

conUola trca a -.rtial point ot new. 

3 . Tha otOl'Y ot the g%01Rh ot tho 1ntluonoe ot the C•tral 

Oour....,.t gathered troll r ellable aourooa on the opot ~~arltl a 

traneltion point ill 110dern Ch1naaa politico. J'cr Yunnu wae 

not conquered but rather subject to a gradual pro .. aa ot 

penetration , which baa grown 1n Tolumo aa it has gone aloa&• 

In 1937, at the openin8 or the year, YunnaD controlled ita 01111 

llilltary aDd tl.nancial destiny. 'l'llere were no Cantral Oon ....... t 

tiOOOP• 1n tb• proTI.nce. 'l'llere waa no branch o t any or the rov 

gon...,..nt banltl. Yunnan coDtrolled ita OIID. torelgD tra4o, ba4 

ito OIID. torelgD oxcbaDge coDtrol, l aouad lto 01111 prOTlnclal bank 

Dotoa, had ita oWD. bankin8 O)'atc althouah 1n t bla tlold lt met 

wltb rather aeTere competition with the Kunatng branch ot the 

llenqua de l'lndo-chille , 

4.. 'I'll• picture, tour years datar, ia tar dirrernt. Today all 

or the tour ,.,........,.,t l>enko ban lerp branches 1n Kunaina aDd 

110r1 than a ooore of aae».CiiO elsewhere in the proTinoe. J'orellll 

noh&DP oontrol is eDbJ..,t to C!Pmsldns law aDd adain1stratlOD 

and will bee ... 1Jicreuin.ll7 senre. The prorlnoe DO longar laouaa 

ih "'"" banl<noha, tbclllh there are atlll YUDJ>&D $4.00,000, 000 

o"'otandiD& or the equiTaleOt 1n Cll dollar• ot 200,000,000. The 
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baDkiD& IJI~- 11 aubJeot \o oc.peUUOII ot \l>e &O'"rDUD' bub 

aD4 aD- ot lAUl.Dc -rolal. b&Db. Such Slwnpt baDb u 

the Sh•nctwt c-o1a1 &D4 S.rtDp lluk, ~he ~ohonc a.m1r1nc 

CorporaUca, ~he BaU.U. c-ro1al a.mt, the SiD Baa truat u4 

SaYi.Dp Bat, 8114 the .Acr1ouUure1 IJII1 ID4unr1al a...J,: of Ch1Da 

now Pla7 liD uUYe role 1D ooaeroial t1DIIDo1q. The lluqu 4e 

l 'lD4o-oh1De hao be.,... def1D1tel:r a aeooud rate ooucaru aDd the 

piaa•re hao almost 41ooppearo4 u a ourrano:r of oa1oula~1on. 

o. 0o1'el'DOr l.wl& hU b"" IJII1 11 an aetuto pol1Uoan. Be ..... 

to power and re~a1u it b:r d1Yio1011 ot au~hority. Be hu retuaed 

to sh'e un41rl4ed reopoD01b1l1t:r to c:r part101llar aubordiDate, 

leat a rinl. be created. Be baa pleJ'ad ott ou 1D41Yidual ap!Dat 

another. The parade ot t.heoa faYOrad 011ea hal baeD oout1D110U& aD4 

the lite ot II&D1 t-rary. But three ,_. st and out abo>'e all 

6t11Ra -- Ge11eral I.u BaD ( (}:il ) , the o-..4er-1D-eh1et ot the 

proTiuoial arm1 .. ; c. 11. lliao ( .J.1-};11. ) , the reputed •Dr. 
Sobaoh~" ot Sout.h..,.es~ Ch1Da, ODd T. 1. lob (Lu) ( 11:. :r,-1.::..1 , 
ProY1Dc1al C<llllliaaio11er ot l'iD&Doe. P1rot ono, tbtD tho other 

baa baeD 1D ~boo uc&Ddanoy 111 th lob tbe No. 1 fa'OOrite ot 194.1. 

6. General I.u BaD baa beaD toroed illlo tho baotgroUDd ..... ba~ 

b:r ear eYeDte &D4 the oomi.ag of Ce11trol O,.,el'DMDt pneralo ~o 

TUDD& . '1'l>o Gonruor bu -de of ll1lo &D4 loh DOt aloue rlftle 

by tbe other. lliao 1a an Amer1oan-eduoato4 111Dl.Dc SDgineer •bo 

heo sruUated toward bo.Did.D4 SD4 1D politics would be te.....a 

prosroaaln. lob ia an old-taebioDed oonsorYatin, 11i111Ds 1t 

forced to ut111u •~>• •a:r• ot the weat to saln bia enda but 

Delther carl.Dc tor uor UD4oretan41nc ... torn ou1ture. ll1lo io 

the dlreotor-pueral ot \be New l'ut1en Banlc, the Yunnan prorlne1a1 

b&Dk ~ lawe. loh 1a ProTineial eo-iaalouer ot 11D11Dee cd bead 

ot the plOY1Dc1all:r .,.,ed Sh1D • • lluk, 11111oh acta aa the trauury 

7./ 
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7 • :S111co tile begiD.n1ng or the war Ill eo h .. bean an ad-rocato or 

cooperation with the Central Gover.,..nt. Halt-wUllnglr and halt 

WldOr the Jll'00811N Of O'renta he haa 01U'Hndered to the Cont1'al 

Oo'rer,_t flmcUon after flmct1on o t hio hank, always carefUl 

nonot holaaa to saiD. compensation or oxpauion 111 other directions. 

In 1$37 tho !lew JuUen Bank had tive twlcUono: 

l/ It wna the sola bank or note 1aaW. in tho province; 

2/ It wu an oxoheJ>8e bank , oontrollins both tbe inflow 
end outflow or @Pods and tho rooeipta thereof; 

3/ It -• a .-rcial bank, undorwrit1ns Mrchant needs• • 
f./ It -s an agricultural hank, lllll<ins loans to tarurs• • 
&/ It wa.s an 111duatrlal bank, onsaa111s in aall•tiM 
tl..nanoins ot the lJ.Taited 111duotriol aot1Y1ty or Yunnan. 

Since 1937 tho bank bas surrendered the rip t to issue ""'"" no\oo 

t hough notes outstandins are still in ci rculation . I t has turned 

over tile oontrol or toroisn trade and ~reign oxch011ge to Cbunglc1ng 

in compensation whereof it rocei"ros ~1,600,000 trom the Central 

OovEiriiJDOnt par annum. I t bas vol W>tarU.y withdrawn tram commercial 

bwins, but is now tosterins a prnino1al•wide program or oooperatiYo 

banking tor the farmers. But it is in tho field or industrial 

t11111110lns that the Bank hoe aads ita greatest strides and it bu 

talcon a leadins part 111 the industrial trenoto.,.tiOil that baa 

.,.... to Ywma11 w1. th the war years oll4 the openins up or tba South-

wea't . It now bas part owne:rablp 1D i ron ai.Dea, ooal a1nea, small 

eteol llilla, ootton ractories, electric li@llt and powar generation, 

and tin OJDOltins. llis.o i a a director 111 36 oompaniea and Dllll&gOr 

ot at leaot a score of theae. On aovoral oooaaiona be has cooperated 

with the Four Covernmont Banke in tho joint underwriting or new 

industrial units. 

' 

8, Lob bas bean no sl_.....,.. He baa transtOl'Md YWIMI1' s bissost 

pawnshop 111to a JDOC!orn coaoercial hank, tho Sbl..n lien Bank, II!I>·YarDllilllto.U:r-· 

oomed. In 1939 this bank opened a branch 111 Rangoon and in 1940 

anoth .. at X..Shio; thosa oeno tho triple purpo• ot gainiD.S control 

or tho .-tttance s ot Yunnanesa ilrlaiganta to Buraa, act111g aa the 

purcbaa1ns/ Regraded Unclassified



- I! - 179 

purcbadll8 _..te tar tba GJOTenMDt, aD4 &lao ae trauportaHOD 

.,_,t a on tho Bun. Roacl tor tba Pro-.lAoo of Ywman. lob 1a 

anpeecl toclq ill t r .... rom~.nc tbrM ..u 118u ... bQk.e (ban& Nhb, 

CINan Niall mel Y .. illlua) o•er whlob tho go-.0,_t baa pinecl 

control, into ~-.,.n 111n1nc an4 -roial buke. 

9. Obi&& lai-abelt baa taken acl'riJ1tac- of tbia poroonal rinl.rr 

to turther tho power or the Central Oo-.n1111a11t in '!Unnan. Be baa 

ta•orad 111ao but wit hout entagonizl.ng lob to too great 011 oztent, 

lie baa bean u oqual.l¥ u o4eJ>' an4 agile, ...,. peo:ple would ~ 

oYen 110ro ao, u Co..ernor Lw>a ill ricll.ng two horooo at tho -

u.... ADd tba d1rta1on long-toateracl by Oo-.emor Lw>a :prnllltecl 

the t'ol'l&&tion ot a united front agal.nlt Central ".wenmellt c -

10. Tba 0):um(!k1ll8 Goo ........ , by oonet ruotl.ng ... lAter-:proYI.no1al 

highway through Yunnan to OOIIIIOCt Wit h tho 8unoa iloa4 , by ezt111cll.ng 

railway linea, 8114 by un4ertelciDI! tho oonotruotlon of the Yunnan­

BuriiA R41lroad, an4 by oonneot1Dfl K\11>1111Df! with interior pointe 

through air transport hes cballgecl tbo baoic ooonoay or Yunnan. 

Tbio baa been turthor diaruphd by tba ae ... ranoo ot an olcl-

ootabllabecl route of traffic with the outt!.na of tbo Indoobl.na-

M the " baolcdoor" of Cb!.ne to tba outaido worlcl Yuo.nan has toU 

baa a4YOnoe4 1'r<:8 1!0 ,ceo po:pulation 1.11 1937 to o-.ar 300 ,ceo today, 

t ho inoroaao bol.n& duo aal.nlJ t o l.nt1ltrat1011 ot people troa other 

proT1noea. 

11. Tho latest manitaatation ot OhungkiDf!'s power OYer t bo Pro-.l.noial 

Gonrnaent ot Yunnan c.- 1.11 :TulJ ot 1941. At tbot tiM ChUD(!kl.n8 

took oTar the adal.niatraUon and oo lleotlon ot the 1an4 tax tlllicb 

had lnDfl boon tba toun4ation atono ot JII'OYI.nOial raYanue . Tba blow 

wu oottonecl by a central-gg-.e~nt srant-lA- oicl to r eplaoo tho 

lan4 hx. lioiiJ' obMrYor• oxpootecl rtolellt oxpreaaiODA ot protoot 

but tba oYont posaecl without a1oa4Yantura. 
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1D TIWWl. C!Woe .. truct 4r1Yera 011 U.. 8una lloa4 are greatl:f 

llllllerpa14 (about al$~.00 par -th) 8D4 ouppla&t their •aser 

b&lll< DOha troa llurw., Tb. ailltU')', bo\h lll'OY1D01al 8114 OaD\ral 

troopa , are 1D control of the h&Doh In4o-oh1na border end the 

Custoaa authorities are bitter 1D their 4enwoo1at1on of 88U8SliAS 

oa.tried on either with \he taoit or expreoo epproY&l of the 111111tU')'. 

Thie "'"""11118 has led to tba oreation of end will tand to perpetuate 

black arket currency operations 1D K""'"l• 

~. If..?!-~~---. 
Traaaury Att oob6 

• 
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OBS!ll'I'A'I'ICI<S ON .tuaD10 SI'I'OA'I'IOII 

t. nte tsot tbtt. cert.etn be.c.ka ba·n ououd opeo mark:" ruu 4u.rtne Autul!\ end 
!i1f)U mbtr, thouah t:.ot to be condoned, erhu f 'ro"' tht following circu.•att.tneea. 
lltHbtr tbt Doaf'Clmr t he Ch.ineu Governm~nt were me.klot toretaa e~ch8118e 
o•olleblt. Alter Stptecber 8th, ln perttculer lt btcijmt tacreeetnsly dlttt­
cult to aet tore18D excb.enge whb the t.tehton l nt:. up ln t.t.e control. soce 
w nt.raou and obl1gat1oos ot ller cb.Dntr end l.r.1pOl'hra bed to be met end t belr 
o~1y recourtt ~• to the open ~rket. '~en the $0Vtrnnent banka end leedtog 
coaatroh.l benkt retu.ud. t.o pro•lde eueb OOYer rtoourn wea bed to leu 
rtputoblt oomatrctel benke. oett•e booka, ~c1 the ~DQUe de l 'lo4och1oe. 

3. $OCt Cbtneat ooa~~~ercltl beDke, 1t we t r t por ttd , bowntr , en t\ill cu.rrenU.y 
•blt to obteta Hl dollera. Tbia la done by remtttln& to Sha~het and tre.n.­
por t.lo,a Shanghai dollars to &:r,g ~a_g tor 1-X dollar ... 1 .. ~ S'Jcb cr..Sha 
could thto M uae4 ror uls et open market r•tee or could be coc't'erted into 
~••• r~p••• tor opeu eertet treo.ecttoa . 

4. i'H·-:.ero co.urclel coe.lt.t::H..ts ud eoot rach eod beAk retabur-se:s.eDta ror 
cred ltt ed'YaAoed aeceaaltete eerly conatdtretlon eo4 clarlrlcatlc~ • 

.$ • .,cy ot tba 1'\um.M pro•laelel otttc!ala er. poreontll1 eocage4 1D coc:::terchl 
or to4uetr1ol op•reUone depcdent upon l.Mporuttona t~ or r!QJttcncet t.o 
~hroad . Tb .. e local e·uthorttlea are not alweya dlllt;ent In t heir ?baene.\!on 
ot r ulee tn4 rt,ulatloDI eoP.nettng tro~ tht Central Go•ernzent euthorltlea. 

6. :.tuy o r the Cb1aeu itamlgran ts to Bun:.a ere Yunnenue. They could m,..i:e 
r .. lttancea to YUnnen tn tbe paat through the ~thlo and Rtngoon br3nchea 
or the gover~ent•owne4 benk . the S~Ja Wen Bank . Collect tone can atlll be 
etreoted to Burmeee rupees end upon notltlcetion to the besd ottlce ln KUD· 
a les peya.nta cede to CN d.ollera. Through tbil eveout the opera aer-:Cet uy 
bt au.pported. 

1 . Soat t.apor'tlng Ural, .any ot tbeo Bu.raeae. ba¥e b .. o t&.porUng e;oodt u.nder 
tt e pretext ot tUbtequent export to free Chloe. Tbtlt ,Ood.t be•e been held 
1D &O:dOWD.I iD R&DgOOD. aJ:L4 to 4 lester exteDt 1:a Lethlo . Kotor ;.ruCkl ba¥e 

~•o held Ia Raosooo ~7 ..eka tn entlctpactoo or rrtee rlaea. At one ttae 
t"'eka procW't"ble lo t he '0'111ted s~ua 8t $900 .. r e teUlq h . Rangoon tor 
e a b tgh •• tz.soo. l'ben tt:.e Ch!oeae OO• ern:tfiDt rectotl1 ~oounced reatr 1C• 
tlODt oo :be traatportotloa or eo.serot!l eareo o•tr t be 3un=a Roed t bt prtee 
tell ~o . 1.&00 but baa atnce reco•ered to t l.900 . 

CJ. Let u - lto.d Mt.trtela end Uoherpl Trood l n& Co. u a lpaeou are land~ t'J"elgbt 
retd to RI..Daoon. :rret&bt !?oJa that polot oo. where a.cetaa.ry aue t be peld 
t or by the Ch1Deee Ooverament or lta eo,enc iea wltb torel&o 'uch.tnat thrOugh 

3\iru . 

9. It. hea bttn tlb6 cuetom or some compt nhe to orde r aoo4t conalen,td to M.e.n1h 
or Roo, Kong . su.ch goode could tben be tent to Frte Cblna. 1t de&tr~ble , 
or tblpped elat• h•r• tt ooo41tiooe ~ere ~ore to•orable. 

10. tb•r• 1a little likelihood ot the ~ard obte1o1 na mu.ch ~rktt co•er to Tree 
Cblae. Such ujor exports aa tin, woltraa. t.u.n, oll . enUa ooy brittles, tee 
ere U4d,_r :be Nat.looel. Conrn:~.at export oo11trol w1 th t he proceds bet.os 
ut111~t4 to .. ct 1 ty pey.eot& 4ue to t.bt Go••r~eot• ot t bt Unital Stetea, 
Catted llD.~oa, a..o4 Sovie t Russi a ror credlta exten4ed. &.lch ~tree e%p0rt.l"' 
• • aeuta&t oe atA&a, p1& 1Dteetlnea, t te . uuat turD o•tr SOC ot thtlr roretsn 
exc:baaae t.o tht Fo,..ip Tre.de Co!l:shaloa. 

n./ 
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u. ltltht r Uw 1oar4 oor tiM ChiDes• • t.toul Oo~U'IaMDt be•t eat.ebH&ed 
otrtotal ret t a ot exob&A&e tor Preoch lDdocbtae .. plattree, s t..111 
Nbta , or M N tre_aoe . Pre-b11 n_ .. , are ~OPID nte• OW""reno1ee, 
u4 H ft.HDOI W I M4t oounutl7 to tbe ttot U11U IOth ·e t redJ.a& ill 
.uob o\U"'HHIole t alcht deTelop w1.tb. e~rtt be tac quoted La. auch currtD­
dtt . 

u. s.ua,uac l a to l'r•• Cbtu Yi.a Tunn.ea. 11 tD ua:dh puted ttot . otttotel e 
tD cberc• o·t tU 8u.I"M Jtoed and the Cvet oat Adatah trattoa 1D obar,;:e ot 
tbt Jndoohiltat bo~er are w ll • • r• ot the probl• , a04 be'Yt 4oot t.Dd 
are dotac \h-.lr bea t t o d tacourq:o auob Pl,.otiott . 

13. Whe!'t oa.ao41t1tl htYt bean MUg;led 1D by auob r ou.ttt t D tbe pe et u 
tbo\1.14 not: be 41tttcult t o br lD& 1n t oratgn curr.a.or o.otte or l t11 bulk 
and hlgbt r nlut. In 'Yin ot t he tluotuetl'Q& n lut ot t he Cht.D.eae 4oller 
tn rtooat ,.,.ra and the abuDdenoe or oept tal 1D lueatQ& tbtrt wtll bt no 
ltck or 4 ... n4 tor aucll aotea . SIN.&&lt nc Wbttht r or co..o4tt1ee o.r not ·•• 
wet DIOt llarUy r..a.ln Ual~ed 1D •0\llllt 4ut to tbt phfaloal ha.zerd.e ot 
l•portaUOD tAd IUOb. OPIN tiO.DI ahould DOt s.petr 'be wort Ot the Boer4. 

H. Gourmtt n\ tl toeS e..t-ccnera~HDtel orpnheUooe to tbe pelt be•• tapo:n.S 
CQ041 &ad pet4 trt11bta tbrougb eo~varelo~ ot CblDtl l D&tloael doller e 1ato 

torelp ezcbaac• at open M.l"ket retea , •·&· the Se.U AdaWnretlon. tlw 
Ce.a.trel lleotrtoal WOrka , tbe YUnnac-Bwwe bil.rold, eto. 

15. Tbt bu.ktDC tlo1UUta ot tb.l :rour Go'fll'aMDt blatt ehoul4 bt adequate to 
UDdlt tb.t tlUDcial p.robleas ioYOlYtd. •• LlceuM u.4/or AUtbDrbed. BaDke. 
lbtrtel cot ODI ot tb.tet baoke had a braneh lu YUAAeo 1D 19~? tbtrt ~r• cow 
26 aucb b1'8J1chea or aaecc1ea 1.n tbtl hoY1DCI ot 1\a.uu. 7'\&rther expe.naioA 
ta bttna pro•1dt4 tor by acme ot theae ba4ka 6t tbt pre•ent ttat. 

16. The etteote u.poo toretco-currency real tttrl eocl reotphntl ( exportere , ta­
portttl1 ~plor••• ot toretgn coapen1ea aod tor•ten-so•tromtot eseootee 
p~td tn toretsn ourrenc l es, eto.) of the Boerd' l otttotal ratee will be 
much greeter 1D tbe tutertor then to Sbanaba1 tor whtreot tho rate pre-
... _., Uta& in Sha.n8he1 wbt.n tbe Board Mdl itt ttret ICDOUDOIIliOt 11fel approxl­
III&U)y CNI!l to ustl tht rete in :lua.al ng • • ON$30 to tJStl aa.d tor other 
polntt to t he 1ater1or wee likewise 41tttrtot. 

17. !y epeolel errUCIIMDt the Xu.tUiliDg r•t tt.tnc• rttt oo Sblftlhal. hla be.u 
roduco4 ttoa lU OD SoptGI>er Zrd (1941 hl~h, !44,5) to IU OD Sept-or 
30th. R•U.t.e.Dota ot tbe 3e.Gk ot CbW, e perty t o the ~p-e•mt. J\1111)14 
tr-o. a;$:SS1,9l9 1A Ala&'JI"t to CN$60,482,l0S la Stpt•ber. 

18. to nape-ot to r•itt.encea e pec:uller altuetloo cow prentla. Tbe 8uk ot 
Chto.e retta are tor ca.ah la Sbe.agb.e.l, but met reclpleJ)\a or large -..owttt 
1c Sb.a~Ml prete:r we t Wl!lb or elet'lrl.Da oted1U. ror .. t •___b, c:.u.atoaera 1D. 
r 1.irua.IDC art w11lltl« to pey ~ abo•• the preY8Utac oeeb r•te. CO.:el"Clel 
be %Ike accept euab b\aet.ceae, r-.1• thl"OUS)l tha Benk or China t o a bre.Acb or 
correapondeot ta Sbenc,hel •b.tc.b eollectl 1D oath end peye in .. 1 web W 
the 1a41'f1dull reoat•er. 

19 . It wee cot poeelbla t o Xunming to gethtr tull ead rtlltblt deta rtgardt ng 
the TDlut or tmporte , commerotel or governaentel into rrae Oh.lna . Oo• ern­
ment laporte , partloulerly metertela undtr t .. ae-t.ad are reaerdtd 61 
aecrtt end onl7 1toltt td. dat e 1e a'ftUtble ln X:unaln&• Oa.erct e.l illlpor tl 
o•tr the 8\I.N& Road are not un.dtr tho cont rol ot the Cueto•• J.4ai.nh ·t ret\oo 
oenttrt4 to E\l.utnc . .&.ppc~ded ta "- lht or t.mporu to ract.at .oatbe into 
~uutoc., 'Drokta dOWD by ujor cetes:or tee aod tonAl&• • 

to. 'nlt d t t 'ttoultr ot aat.laat~ u oballge r aqu:tr••Gt• 11 w ll de.oo• t.Nt.K 1D 
tbe eae• ot t.M on co.pe.al••· Aatat.lc Pttrol•a eo. ~o~~4 suuad&rd ou co. 
are 'b• 'D.I& 418trtbu.torl 1a 7'rH Chioa with Tuaoo Jlill \ bee-Jnaloa t.o opere\• • 
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Iatnn- wltlo tiM loM1 rwptooa\eUno tadloo\OCI U.oy w .., 14oo of 
tbt YOl_. or ftlu ot pt,:rol..a PI'041Mta 1Qorte4 litO J'Nt; OlllMe ft.,. 
414 lalow _, •• ooulpecl to -Uc tor looe.l UotrlwUoo n4 uto 
rocar41Joc forwlp uobo .. • requl......,h tor 1ooo1 •1•• ere eUoobOCI. -
CUM au.at aleo »'7 tor petrol.ua P1'0411oh ex•t.ab.to, u:.-u ... a-Gbwtc­
klD&, a...O..Ula, u-bei,.JIC, ez..S.JtQ'SA~ , U•Liuollow, ete. It alallar 
ou .. uoo P"""ll• lo r01peo~ to lropor\eUow of -.rolo1 truolrl u4 ••'­
.obUt eooe .. or1ta w1 th \be e44e4 oc.pUoe.Uoa tbat tbe cuaMra ot Uatdtlu­
tore e44 iJlport:ve ere al•u·t iD.tlAt te. 

tl. Tht pi'OYlaotal-pYtr..Dt•oaM beak, tb.t 1 .. J'\a-U• llak, ., IMOI't wtt.la 
Qw>tki .. aeto IIIIJ.,IOO,OOO per - troo tile O•tftl Oo•-t. 

u . llot\ ot tbt ~rae hotortee u4 1a4utrtal tttebU-...tt 1a tke 1akr101' 
preMDt a probl• tor oca.allereU.o:a. of t.bt 8o&r4. 7o:zo tDIIIIl•, !be 1'aMa 
Oouo11doh4 'flo Oorpofttloo •• -lo¥4 lo HtO •• • prlooh _...,... ... 
ft• oapUal ot ~.ooo,ooo, bowwft:r, •• prOY14e4 tor •• follows 

110,000,000 tr-o. tbt TlWWl Prort.a.olll 0o1'ei"DDMDt 
1.0,000,000 t2'M tbt BID.k ot Olllaa 
a,ooo,ooo rr. the llltloul lttaw.ro .. ~taeloa 

In tddltlOD, Ulit ~ Ot Ohllla u4 tht In J'\l•tbD leAk ba'f't ICh'IDOM I 
lota ot too,ooo,OOO to tbt Oorporat1D11- Th• 8oe.r4 ot Dii'Mtora 1Dolwtea 
00Ytrnor ~. Miahte-r ot lconoalot O.C, 'fUnDUl Oa.letloaer ot fl..Daa.o• 
Lob, u4 lrfr. Miao, tba b .. 4 ot tba T\UUI.e.o 81)'farMtDt 'beAk ot 11eua. 

23. 1D t.llt 0111 Ot t.por1:1 to J'rH Chiu OYU' \bt IUM Jol4, llaolt IYII"J' 
lllport: tre ... otioa wtll M ao.ooapa~~-114 b7 t:wo aepente •t>Plloatiou tor 
tnb.a.A&• t oe.e, Oir b.DCOOD. a.od "two, tor tr11&bt:• ,•» otMJo ob.l.re•• troa 
~otol:_,.., 
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I'Y~t . 

1. h would eppe&r 4ea1nbl e t.be.t. the Boel'd. ahoul4 heu:e 11 • .rl.J' •• 
preoUca~lt clMJ' aDd. 4et1.o1te lutruatlooa to Ucec.et4 u4/or 
t\lthorh~ beAka eppUoabla not alone to EUDalDc but to all o t l'ree 

ChUa. To cd a. tbe widest poeelble ctrc ulatlOG, tbt th1.aebllitJ ot 
tiaulttotoutl7 publ1c12ins thea• 1oatruottoa.a tbrou&b tht MlAlatry ot 
11n&Dce, tbt Heed 0tt1oto ot the Pour OowerAUea.t BankaJ end tbt stebl ­
ltzatloD 8ootd Might be eotortetned. 

2. 'nlt IUnUtry ot Fi.l:l!.nce should be reque attd to haue e l\. order ettpu .. 
letlng t:bot no so.,.ernment 'benk, egeooy or ottlo1a l s he ll bU;y or toll 
torelgn e~obeoge except et the otttc tel rettt ea dttt na1nt4 bJ the 
D~abl ll•etloo Board. 

s. h colltbon t too wt tb tbe Hone: Xo£18 Gourn~~eot l:xobaac,e control eutbor1-
t111 u ttU•pt tboul.4 be mede to pre-.eo\ the tlow ot Sbe.op.a.t dol..l.ara 
to Ron& Xona, tor coz:rnraton i.Dto Rona l:ona dollar eoco\I..D.te. 

•· Tbt ... , rulte and re.gulatione e4opte4 by \b• Boerd tor pre-z•ro CC8-
a lt\a1Dta b Sbaosbe1 aboul4 be eneD4t4 to be eppUo.el>le t.o rr.. Cb.ina. 

$. Tbe tact that eo.e prorlaeial IP••rraeot ottloltle ere aot f!le_ye z-.lou:a 
ln tbelr obeer.atloc or the Central OOTera.•ot ~uld .... to be a polJtt­
cal p!'Obl•. 

6. Tbe proper 9r1t.ilb euthorlt1ea 1D ElurM abou.l4 'bt pe t1\lont4 to e xerch• 
clo tt eorutlny an4 coa.trol o•er the brar.obea or egenolea or CbtDeee benke 
la. Bufi&A 1 epto1t1oeJllY the Leahlo el14 Ranaooo 'bn.ncbe a ot the Pro"f:lnehl 
Sn.ln Wen Bank . 

?. Boerd l natruotlooe abould eonteln a oleuae ltlpulatlA8 thlt it lmportera 
rt-ltll SOOde l n wbol& or in pert before reaohlns Oblne (Y.blle La RangooA 
or Lelblo} they auat ret'wld equhalent eu. l.n forelan excba.n&e to the 
Soer4 wltb t\lll P"rtlculare. The Bo~or4 lhou14 oonll4er the ed.TleebllltJ 
or letting a Uae llal t within which soode erttr e r rlnl et Rangoon muat 
bt t._porttd 1nto Chine. 'l!bl Bu.raeae OOnrNRoat ou.rrent17 e;llon three 
aontha tor tranalt trucke, etter wbloh the reg»lar cuato~e dut7 or 33-~ 
11 ltT1t4 wltbout recourse to retund. 

e. Por LMtt-1AD4 •t!lrlala eod CnlYerPl TNdln& Corporatloo. oonalpllleo.ta, 
trtt&bt ec4 otbtr che.rgtl• tro• Ra.atoeo to XUAalDC 110uld SPl<-M.I' to be • 
direct rtapooelbllltJ ot the C•ntrel co•eraaeat euthor1tt ... 

9 . 'nlt brct atould. ooalld.er the deal.rebllUJ ot l.tllatruotl.A& t be Uoeoae4 
'tDd/or 11Utb0rhe4 benkl tO tatora iJ:Iporttrl tbot U~t1 JNit t.;port 4trect~ 
to au,.. or Cbtna e..a.4 not tbr 1!111" polDu auch •• HoD.& Eoac e:nd K.e:nil.e. 
Sblpneot1 trOll Boac Koag and ~ntle. to Bu.n'..a end China c.u. bt eoTared by 
eppl1olt10DI tlled 1D tbe ueual ae.&:user . 

10. lD r-aard to oo .. erclal oxporta not cootrollt4 dlrectl7 by the Notlonel 
Oowernaent to tet orr ege loat cont~otual obl1get1oat, there ee..a to be 
llttlt reeeon Wb7 eucb 11a1ttd export oOTtr thOuld oot re~ert to the Boar4 . 
Further , there 11 reason to belle•• tbet auob commtrc1el ·~~t• could be 
tocrea .. 4. Dr. 1. 1. Baker at.uea tD I!ID !neohe4 letter t hat Ch1.neae 
export. could bt t.oorees ed tt tbt pre1ent Control :rrel@;bt Rate on outgoiag 
oe.reo wer t lowered to gl~e pretereoti.el. treatae:n. to typte ot goode that 
oa~mot bM-r the b1sber le•tea. COocr,ettlJ web H•• •• low gre4e ONI, 
pta 1Ue8tta .. , aeuaegt easta.&a, etc . would .o•• et pret ertotid retea. 
It h e t.att4 tbat about ~ ot ell t~ok.a rel\I:'D •P'-7 to Leahlo troa 
r .... to,. 

u ./ 
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u. 1'be Mlata·tl'7 or 1'1DeDce abou.l4 be ~tlttoaed \0 IDDOUDce ottleW :.tea 
ot excbaa&• tor a~.cb t ore! gn currf'.DcUa •• \he Udoebi.ae .. ploatre 
sl~Jtete behtt, Swiat tre.Dca, ate. to aT014 tbe ltkeltboo4 or the11 ' 
becoatoc wacontrolltt •opec merlcet• curreac te1. such run ebould be 
detorel nK 1D con.toraity w1.tb the Boer4'1 otttolll nU• tor o.s. doller1 
tnd u.x. poua4a aterl1ag. 

12 . the Boerd abould do all ~th1A ita power to cooptrett wltb the Customs 
Admt a1 t tre\1on end the Sout~ Weat TT$oapo~tetioo ~ooy to 41tcour~s• 
o"'\\cellng. 

13. Only by oloat oolloboretlon With th1 Brlt1Dh ~uthor1t.Stlt 1n Bu.ru cen the 
&&ugAl lng or torl!llgn currency no he from t hh erN be ed.equetely n~.o down 
e t the eouroe. It would oot be poaatble to elk tor IUCb colltboret1on t n 
the CDII ot Iadocbtna. 

l f. Tbe Ulala\ry ot 71aence &bo~lf be pettttoned t o taauo 1 ~leer-cut snnounee­
•ent 11 to whit Go·urutnt end 3eal· ·ao•ermu!ftt taporu wtll be prowl4e4 tor 
b7 the Utt.lODill OowsrD!!Iellt aad thrOueh whet eaec.ey or eaenetea &ppUeetion.t 
tor • r cban&• e&'f bet tiled. Or tbe Boer4 atpt uodtrt#'e to pro'ric!e to ret go 
vJctr:.~e OD tbe btsie o f' tndh'tdu.el eppllcattoaa tUN wltb tt. by cowero­
~t eeenot ee prowlded that tte UJAlttry ea?O•I to t~ ower to the Boerd 
1:1 equtnleat aaouut or exehe.qe 11he·a eo req\letttd. Tbe cu.uUoo or ,ro•lc.­
elt:l S0Yt:rG.M.nt 1aportl is Of t differ-tnt Dlturtl, aDd tenalft0.1 CtD be 
11ttlec! only t a conaultet!on wi th ceDtrell aDd pro•l~clal gonl'M~nt eutt:.orl­
tloo. 

15. The OdY1tebllity or obtain ing Q, $ , gene~ ) 11otDIII •nd U.K. ~eesury 
tnnctloo tor exchange trensactlon ot leadla& Cblneee comm~rotel beaks la 
~~dere~oo4 to be e mette~ already und.t~ ooot14eretton by the &o~rd. 

16 , !'oretsn amb&utea ahoul4 be requeated to lnotruot th'!tr conauh end rcs11:­
t ortd compeA1ea to buy e nd sell only tbrOugh \ lc eoatd e nd/or eutbortsed 
bt~nkt at tbe orrtc1M retes ea deter•tned by tht Doerd. 

17 . lt 11 r ooo .. tnded thet t~e cooaequencea ot tbe l~erlD8 ot t te tDterlor 
rmttt-aoot :-a ttl upon Sban&hsl e.'lould be 11edt the tubject ot e apecld 
ttudy by tbe ecoooaic a ect1oo ot the Board'• S tott. 

• 

1!1:. :r t.bt Doarc! t.U:ee o••r the ret.f)Onatb1lit1 tor 1M•rtor r eal t tsnce reus 
1t ahoul4 ertt.Dd tbe agrete&.Mlt t.o co•e:r "'11 ot t'tt llc.e.caed tmd/or -,uthor1eH 
btn)'a. a ad ehOuld eon aider t.be dealrebH t\1 ot ellMD.S NO tattoos tor ~.su 
eat nl wh. 

19 . The Chhell Karltl.lle Cuatoa a ~d!'!lt.nhtreUoa tbouU be otticlellJ rec;uested 
by t b4 Boerc! to aub:att e report o:~ tht nlut and ~luat of cCN~ercl&l 
tn~orta t nto fl"e~ CbJne, together with r a u tl., t e or the oxtc:1t or !ll\l&-

811nc eothtcy. 

20. h Jboulc:l bt poaelble to get a tdl"}J rtlta'bll 11\lQU Ot the y4).ue Of 
petroltwa proc!ucu end co::rnerciel truck• ent:tr!ng J'ree China rla Bu.r11a r·rom 
the Dr1Uth Export Cont.t•ol ott1oet tn Rons oon or Lothto. 

21 . The ae.nestns-4lrocwr of tbe Ne• F'U-tte.n 1lenlt, Kr. Wt~o , requeau the Board, 
througn tta Kunmlni obee~er, to obtein e l t cenat tor the roroigo ex~hen~t 
obt ained rrot11 the Central CrlnerNDent which 1J kept f'or the !tiOet pert t.n !.n 
York eccou.ntt. S ince tbe Back obt~lne4 tbtle tundt rroa the Ceotr.t Co•ero­
a e:ot 1t dOll not 4u1re to turll tbett t'wldl beck to t-bt Oo•crnaent e1 
pro• 14.,_ tor ln u. s . c;.&ntrel ucu .. 60. The BaAk would. ec;r-ee to abide :Y 
IDJ r\llee aad regu.la tiont or the ao.ard. It tb.t!' Board @OU on t bia T'BQUtE! 

h lt J'UC&Uted. t hat 1t c!o ao o:tlJ atur dtreot CO!!'J"u.Dlce\Son 'W:lth ;,;r. Kt•o . 

22. / 
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2:1. Double opplloe.Uou tu..t ·~ dlttar&~ ~lata b1 no - 0 l.lq>orMr r .. 
CUF -~•aa.· rr.a OIWia 'l1a \bo ....._ _, wU1 aeooaoua~o \bo­

ta'bll-t Of 0 Wll-ooordiaa~e4 OOCOWIU..DI ODd - I MUOD proo..t ...... 

t4. 'l'ho loari la Uo lutNoUoao t or l'reo Olllaa ollould olaorlr doo~to 

tho biiJlDC 1.114 oalllac ratoo t or bolll<a, oo dhtloo~ r.oa tho lloord'o 
orrtolol rato . 

2:1. 'l'ho Poo&r Geow oat -l<o la 011 opp0114"'- lottor han roqaon"' .a. -
to ootullo • ... DOJ' la l"t•••••· -•• ot Uo laporlanoo u o dlotrilN­
U n aD4 tiaaotal ooator tbr l'reo Olllaa. It o1>01l aoto wi\11 \bo opprooral 

or ~bo 10e.r4, U 11 auuoo~..t tbot no l!oord '• 01on~ or roprooentoth'o 

obould 'bo 11,... 4llorotlonar:r powor to oppron or dlllpproYo oppl1oaUoa1 

oloarlJ 1A ooato..U \J w1 til tbo l!oord • o l aatNotlou , oa4 to rotv OODtOB• 

UOUI l o.,o• loaat to t ho Boud. It would o- od'floolllo \bat oaall u OIODt 

or roprooODtatlYo allOIIld opOI'Dto undor olaor aD4 4oflaho 4roOD ~ 

in odftDoo ud UOIIde4 'bJ tol.,ropllle ordor r roa tho Boord u 

warr.nt. It lo tolt tbot duo to tho partloulor oircuat~oaooo proYOlliDC 

la l'wlalDC, tllo l!oord'o 01ont or roproooa~otln olloul4 'bo o Ollinooo or a 

toroipor wl\11 ooM lalowlqo or \ llo Chi110oo l ....... o. (llll'l'll Dr. w.T. Lla 

'beUono tla~ tla OIOD\ or roprooeotoUn ol>oul4 'bo o t oro1p.,. on \bo 

groiiJIU tlat o t orolpu would 'boo\ 'bo obl o to wltha\oD4 loool ,...._. 

'!'o Dr. Lla tho quooUon o t lonlli*IO -•toner 11 o •Hor ot -=••., 
lapononoo.) 

U. It tho Boord ooto'bliolloo oa ocoaor in lunaiDI 1t obould hauo tbo noooooo., 

laotruoUou ta \bo :Jour Qoyornaoat Buko to oo\ eo dopoo1tor1oo tor 011 

dollara ....... ~bo oaloo ot ua dolloro and 01: poundo otorl iDC, la oooord 

w1tb t bo ltoblli.Utlon .,roODonh. 

27 . In roopoot ~o J'reo Oblno 1aootor aa tho d.-..d tor toroip noboJICo 1o 

•err larlalr·tor 011 dollar • oad Bunoooo Npooo tho Boord a1pt eonoidor 

tho taoo1bU1tJ ot ..tlDI ~·to w1~b oao or aoro l oodlDI boDl<a 1a 

llu- tbr Boord ~· oooounto. S..ob o proooduro would ooo1d \bo 
dlttloulliJ oad tl"OIIblo ot n o opplJ'lDI But oonoonlDI rupooo lata 01: 

poundo otorl1DC 1a Uo opplioeUoo to tho Boord end tbon rooouort1DC 
otorllDI lato rupooo tor tho ooUotooUon ot -•o orod1toro. loUlo­

aoat, U would 0- , oould 'bo aado wi th tho ltonpon l>enlto 1aY01Yo4 diroet 

la 01: poomdl oterl iDC· 

Regraded Unclassified



1. Pot1 Uoo troa fOIIr 00Yeroaeot Benke tor tho ootablloblloot ot a 
St ob111satlon Boord or Oh1 .. Roproo .. tatiYo lo KUDaioc. 

2. quutlono oubalt to4 bJ Caotrol Bonk of Oh1no, J:unalaa, at • coo­
ttreao• ot fou.r OoTeraaea.t Be.nka. 

4. Bu.raa Rood 'l'reooport: Trucko outbowld troa Cbloo 

~. luuloc: 011 COapol11oa !'orolp l:lchaD&o Colloctloo, 

6. Real tt.UOII t"roa runwtna to Shanshal 

9. Sbanebftl Dollar T. T. Quotauo .. lo Ewlalll& 

e. a .. i t taooeo troa Abroad to J:unalaa tbrougb the Bank or Chiao 

187 

9, Jorolgo exohaDgo oold b7 leedlng bonlee - :renua!')l to Septel!lber 1941 

10. Jorolgo exohaDc• bought by l eading bonlee - :raoue.ry to Septel'lbor 1941 

ll . !o~IMte ot Yoluao or !aport cargo arrhlog ot XUJIIIIII& by 110otha-
1oouary to Auguot 1941. 

' 

Regraded Unclassified



• 

I ... 
....... ... 1Ml 

.... WillS. • • --
8\eblU .. IU....,.. d cata 
o/o 8oAk or caua 
IWIIl18C 

J)oU' llr l 

~ - ·-·"· 'IIi~ ,... \1111 -~··· -
Iliad ,... \Mt ,... -.ree 'to --~ to \~ IDUt - •• sU• tad 
a ep.ol&l otnee .-u w _1111* .. 1111'1 ta ut• "tMUttne 
""" oporeu-., •JP171al fONI.p _.. • .,..rna •• IDUt ter * 
Ulporlft'l• 

.............. Ia ~ put - ,.an, , .. oalJ ..... 
... , tor ro ... tp ,,.... 'rilll JHe Cia'-· ~1&1 &-«- r. 
tor tlp uo-.e lla\'e - eo -5011U IIlii U 11 1101\ UtttOillt 
tor "" to _, tile - _. J'lqlllr-'• wllllout u otttoe or .,_ 
Boor& ootellll* .. ll.r• te 1111•• u. n ••• - lUI • ttae r­
oppUoeUou t o r •ell ~~ IIMr« ~-~~~~~ ov liD ..... om- u4 
H tlll'll wUII JOIIl' eppi'Oftl• XI 11, ~.... -u.e& till• 
loooanal•t .. ov au•••· _..la11J ,_ ........ Ia .... or 
!oretp n:o ..... to Met ......,., --'-'•· 

.. Mll ... it 11 ~ !Ill' .. to 111\'1 J'OIII' pUDOI 
near . , ...... , 1IUI ., ... ..., ••• or ...... lllrelP ......... 
prooUoe, • 11 to ewl4 poalUI at...,_ ... tl1q • .,... ,-.. 

TOll will M •11 te wta ~ ·-~'• •' ~ ..... 
oleulJ It ,... .,..,. • ...,....-"" • 1 .,..1111 ottt• ...-u ... 
koro wl~ t1111 atiiDriiJ to appooft eppls.U•• II' to rMA• .,..Sal 
paraloet• to -· U J'--lo Pill! \1 - -UK!W• .... 
11 ~ w Jlllll'lo r• u, wsn ,_ ....... ,....,to alllalM 
lbo ooU\'ltlal at 1o111 '1111<* _.... ta \Ill...,,._., 

tnstS. ,.,., ,.. wU1 ,,., ........... ,, .. ro-111• .... 
ol4oreU• u& ~~ to tile 11Mr« at IIDIIJI:O• r.r oppi'Oftlo 

TOVI U'll17' 
:ror c•trel •* or Glllll, llllt or Glllll .... .,.. ,.; ..... 

a. c. a / 1/ ....... 

c • •• ,.,. , .; 
uat. • ... 

Regraded Unclassified
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'· 

5. 

5. 

?. 

8. 

9. 

10. 

u. 
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· ···~·~~I 7 •t 

Ia41Yi4ualo appl Jial fllr ...,._, tor tnftlUDC ~uao to .._ 
187 w • •ll 1\ to tb•? It yea, h there.,. llalt 1o .., .... ,., 

00
' 

Mtl'Gbellto or pYo......,t orpu epplJlDC tor torel.p uobtac• to 
4ofn)' treuponouoa ., ..... ..,. .,. aoll It to _, u ,... h 
... llA1 llalt lo _., • 

lllppooo • aarebut bto pal4 • ~n of tbo pr1oo ot bh aerob•41N tor 
• tontrect olpK before Mcall 11 &114, bntac ao torolp uobtllp 4o­
poolt wUb tbh belli<, eppll .. tor tho ttK..S oxo-co to Pfl7 tho bo.laaoo 
eot abtll bo tho proper prooo®ro tor u to '-kat ' 

b!ldd\l&lo bertq clebb lo to ... lp OOlrrtDO)' but COD't lri It lo tbo 
block •rt<at tor lto ropa,-t, .. ,. .,. Hll torolp uobenp to •P­
pU-\e lo .. oil oeH_, 

8\lppo .. lo41Y14ualo wlolllo& to pvcbtoo dally oootoo!UM Ia -ll 
;uantltlaa Ia RaRaooo tad opply tor forolao oxobtDC• tor that purpoo.t 
If 1••• It thoro aay lialt? 

8uppooe t aerobut ooUo • '""'* or oar to aDOtbor aercllallt 1o !!&Daooo 
end tile loUor appUao for torelan OXObtiiCt for that purpooo, •1 we 
ooll it to blat 

8\lppoea aorobooh purollael.DC uoprolllblted IOodt without oontracto 111 
Raopoo to be t....,oportK loto Cb!Jia tor ale tad apply tor toralp 
nobenlt tor that purpooa, •7 we anot torelp ucbeDCO to tb• upoo 
tho prHootatloo of reliable btol< .,.....OtM? 

Ceoto like tbtt 111 tho p.....SOIU q~~ory, It .. - uuooaoarr for tllo 
oppUout to purcllaM tore~ uobtac• 111 l:uoatac . ollloo loa t-• to 
opaod tbt nobtDC• lo bDIOOD, ..,. we tall b1a to aat tho azcbtDC• 111 

ltaopoot 

It It rlcllt that both t .. Caotral Btol< of Clllu aod tbt ~ of Cblu 
ora to t*• oera of toro~.«D oparetloot lo tilt -• -•r, or Ia tllora 
ODJ Other OrnDI•aotf 

In ouoe wllto the appl1caot tor outotaodllll rMtoU, Ilea to rotlll'll tbt 
toralp azobtDCt ao~4 to b1a tad Ia uooblo to do to, tbt .,....,.tor h 
(~a) o aa"or ot OOIU'It raapooel.blo tor lh retuod, but the perantor 
alto bet ao torolp nobtDC• to tultlll tho ratuod, tibet abtll be the 

proper atop tor uo lo tal<of 

Sllppoea tba eon of a r..ur h otu471DC 111 the Statao aod ll.lo tall)' 
btYiDC ua dollar 4opoo1t 1o tllla baol< ool<o ua to •I<• US dollar ralt­
tuoM to tbe etat .. , ..,. w 4G 1t or It tllort •01 other opaolal arraoae-

MIItf 

llolppoaa the ooo ot • t.Ur Ia o1Ud)'ill6 lo t he Statao ood lilt tall)', 
llartac ao us 4ollor aoOOWlt, oppllao n.r tho purcheat aod rtalttuoa 

ot US doUua, .. ,. we Hll aod rait •• roquoatadf 

Regraded Unclassified



1.90 

OOf&IMiiT All) O'P"'9ut 'f•- pM'N 

Cootrel Gonr-t llulto R•4 Ottloo 'O!pl!!l 

Control llult or Ollllla 011~1 .. tlOO ,000. 000 .oo 
But or OIWia • 40,000,000. 00 
Boot or ec-w.tea Uou • 10,000,000.00 
'l'ho hnaoro - or Oblna • 10 ,ooo,ooo.:, 
Putal. R•Ut&Dooo ~ &a'l'loc• 11u1t • $,6'10,000. 

Prodnohl Gon-t -. 

11 ... Jll- U o11 llult (lUnDa ) lluailla 11>, ooo ,ooo.oof 
Sblo Won llult (1\uuULQ) • 4,000,000.00 
hootUAS Pro'l'loolal 11u1t OhWr:looc 10,000,000.00 
Bonk or 811<0118 Prnlnoo l:ooctloc D,ooo,ooo.oo 

c-rolal klll<l 

llotlollal. o-rolal ~ Sbl ..... l 4,000, 000.00 
'l'ho Slo maa !'rut ~ s.n.,. kill< • 1:,000,000.00 
'l'ho AcrlouUval ~ Ia4utr1al llult 

or Olalla • o,ooo,ooo.oo 
Sblocbll -ll'olal ~ &'1'1 ... llult • 5,000,000.00 
lloolaooc lultlns OorponUon • ' ,ooo,ooo.oo 
Chu BolD 011111 llult (T- Broo. 

lool<loc Oorp.) OlluDSI<ioc . .ooo.ooo.oo 
I\uuo1ns lootloc Oorpontloa l:'cula1a8 » 4 ,000,000.00 

1111 ~ .... kill< or laOGIIRIII Oh~iDS 0,000,000. 00 

CbUA&J<tns •• • 0,000 ,ooo.oo 
Cbuo.o 11:0118 kill< • 4,000,000.00 

ChUA Tio kill< l:wlatns 2,000,000.00 

llloloc kill< • 2,000,000.00 

Ro Ob ... lent o~~RDS~<tns 1,000,000.00 

'l'ho Bolt Ia4uotrJ llult or • 0,000,000.00 
laaohUOII 

Sblochll 'l'ruot 0o. 1 ....... 1 1,000,000.00 

IIIAquo 4e l ' la4oollillo r.••oc (bnooh) 

Regraded Unclassified



B0RJU. IIQAJ) 'nWISPCI!'r: 'l'RIJ(J[B OOiBUUII!l JR:>II tii!IU 

G••· Tu rot-pons 

Cba11woA 

S.pt .. b.r 2?, 1941 

Your hooU~DOJ: 

.U proaont o lorge proporUoo ot tho Soutbwut 
trucke return woatwer4 oapty. Aa tho ouabor doliYorod by tho o. s. 
Lond-Loaao aut bor1t1oa 1ocreeoeo, tho nuabor roturn1na westward 
omp~y will 1ocrouo. 

191 

Ooo reeeoo tor high pr1coa 1o t ho lack or tore1sn 
oxohonse. It 110ro Chinooe soo4a w.ro oold abroad thtl'e woul d bo 110ro 
toretan exobance, ea4 prices aboul4 dtcr .. ae. 

ror~~orlr, Chino nportod _,. oo-1 Uoo wb1eh at 
preaeut ere cot aolac abroe4, d:ue to high tft.D.aport: e:zpen•••• Poa­
o1b1r , ... ot thooo could be oll1ppod abroad at prooent 1r tho roto or 
trooaport troa l[u.aa1q \o Laaio woro a ... tb1q lou thoo \be proaont 
Control Rato. It eo, u would 1>o good DOUoool pol1or to gin opocloUr 
low rotoa to .. eh IJ)odo, without d1otur1>1q tho rote oo tho proooot 
ao .. ruoot o-1t1ao .,ell ao TWig 011, I'Oltl'oll, Br1otloo, '1'111, ftc, 

I ouccoot that J0U roquoot tho 'l'rolloport Gootro1 
Boord to ~r&~~t poralaeioo to boul auoh opeo1ol o...o41 tioo at opeciol 
rotoo, 11 o aottor of principle, aa4 to oot1tr tbo rorotso Tredo CO.­
mlao1oo or their oot1oo, leeTins to tho lottor tba 4utr ot t1o41ns 
ouoh 0011111'041 t101 oo4 or doT! dog tbo aaooo ot ob1pp1J18 tb• to JtuDIIins 
or ooao otbor ou1 tal>le ob1pp1ns po1Dt. 

Roepoottullr, 

1. 1. Balcer /o/ 

, 
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(1) 

(2) 

llli*DOI 

StOA4or4-Toovaa 011 eo.po_, 

1oaUU7 ltU - ,,taz 
h'bruBJ7 • ··-....... • 10,0118 
April • 71,9o:l - • •,eo 
Jlmo • ~·a: 11117 • llll, • 
.&...,..t • 61,1111 

J.o1ot1o Potroleua Co. Ltd. 

1zf'1 19U ~ a,. 
reb 017 • 21,104 
.. Hi~ • &0,074 

dt~~v-April • 68,:!161 .. ,. • 6l,4o16 
1WlO • 104,649 
1lalr • 61,097 .......... • 98,0CIIIt 
Sopt•'bor • 00,000 
Ooto'bor • 200,000 (z) 
lln•'bor • 80,000 . • DooOIIbar • 90,000 

(z) Ill •1ow ot laporleDt o.pplloaUODI 1D aiiPOilOO 
4u.r1Dc tllo prniouo 1004\ll. 

Regraded Unclassified



.. 

~ 

l&llll&ry 

l'ebN01'7 

.,,..,b 
April 

lltJy 

luno 

luly 

All;!lat 

Sopt•ber 

~ 

Rllll'r'OOIICIS 1'11011 J:1liGIING TO lli!AIICHAI 

(IIi OIIDI!SI NATIOIW. DOWRS) 

Bo.nk or Ch1J>a Shaaet c. a. s. Beak 

1,006,640.99 1,892,600.00 

693,:10?.?9 1 ,6?4 ,200.00 

622,566.?0 1,400,425 .00 

112,871.13 846,600. 00 

144,143.05 2 , 0?9 , 600.00 

1, 136,945 . 32 3,971,000.00 

329 , 867 . 3$ 2,797,000.00 

381,919.08 3,193, 700.00 

60 ; t82 , 102.89 2 , 238,600.00 

64 ,910,364.:10 20,114,225.00 

IION'IHLY ATI:RAGI 6,767 ,818.26 212341913 .69 
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roRDG :!'!!! rua ar 1uo DORriiG 1!11 1'IAII ~ lUl 

HICIIIS'l' I'D. ln 1.2.0 BIOJIISil' 1/!IJ. tetb 1.208 LOUST I'D· ~~~b 1.210 LOIIJ8T 1MI. hb ll9t 

HICIIIS'l' JWI. t6~ll lUO HIC11118'1' 118. 6~ll 1.290 
LOllS'!' IWI. 5th 1.21.8 LOlliS'!' nB. lat wo 
HICIIIS'l' .Al'll. Srd l4SO BI<IIZS'r IWI. 22114 1.298 
LOiiS'l' .... t6tb ~ LOII!ST IU.R. 6th lJSl 

HICIIEST IW' :nn 1.00 BI<l!IIST APR. l?th lSl5 
L0111ST IIAT la~ ll!OO LOII!ST APR. lOth l28S 

HIOIIIS'l' miD 4th lS&O HI<JIZS'r IIAT 28th 1355 
LOlii'BT miD 28tb 12lS LOW1S'l' IIAY lOth 1.295 

HICJ!IS'I' 1ULT tttll 1290 HI CHEST 1Vlll lStb 1«0 
tonST 1ULT Srd I.JlS IAli'IIST = 2nd 1350 

H1CIIIS'1' ADD . 6tb lSSI! mcmsr JULY 12th 1«S 
LOIIIST ADD. 16tb l!8l5 LOII!ST 1ULY Slat 1320 

BICII:ISl' IIIII'T. Srd lS20 I!IOHIS'I' /.110. 8th 1:540 
LOIIIST I!IIPT. 14th 1.2?:1 LOII3'I' AOO. 5th u.o 
BICIIIS'1' OCT. let lt80 BI<JIJST SEPT. - lSto 
LOIII!IT OCT. 14th 1210 LOIIJ8T 8ZPT.3Qth ll40 

IIIOI!IST IIOl'. 8tb 1226 
LOII!ST JIOl', t5tb ll9& 

BIOHI8T Dill. Srd 1105 
LOWEsT DIIO. ll~b 1190 

, 
Regraded Unclassified
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W'ibiCDB JmK 'P!tft TO I'MW!Ia) 

111!!011!11 'I'HI BANI or tl!!!!!' 

!!?!!!!. ~ " B,Jt,f l!L. a ••• t 

1an. 19U 4&9 .88 1,o:56,-.60 
l ob. • 24,480.00 467.6511.60 
A.r. • l0,2'1S.U 1 ,260, 47'1.90 
~r. • 1,1M.84 4-0-0 eeo.oo 656,118? . 8$ 
liar • ~ 1,644.&8 1,!29,'1$6.14 
1UIIO • 6,236.00 28~ 2,21&.6$ 48$,1?6.18 
1uly • 630. 00 M7,66 l,S66,178.7? 
All&· • 1$,9t'1. &11 loo-o-o 9&'1,126.71 
Sept. • so,9ee.oo 224-0-0 8156,606.87 

TOTAL 97,761.8$ 192-0-0 11,247.711 S!t-0-0 8,409,8l58.41 

~: 

(1) Tho - ot Oll.laa ,reA .. cta t ho 1ar&oet ~•1•• ot iiiWil'<l r•H­
tOAoee troa tor-'-81' ooWitrioo. 

(2) Probeblr tho bellt ot eoooD4arr l.llportOAoe 1A t ble r•rcl 11 tho 
prortAohllr-14 8hln 'leo llaDt, ot *1oh Pl'O~I.no1o1 Ooa­
aheloDer ot Jl-00 11 'hi Oheli'MD, 'I'bh bODt opera til brancboe 
1D t .. hio allll ._., • .,, ilo tilll'r•• nro obhiub1e tor lta 
openUou. 

Regraded Unclassified
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Bank ot CIW>a 
u.s.t 
O.K.t SterllJl& 
H,[. t 
Rupee a 
PiutrN 

! pprox. rotal 1D ost 
Bank oE CoDmun1oat1one 

u.s.f 
H.K.t 
INpoeo 

!pprox.Tot al in ost 

Central Bonk of China 
u.s.t 
U.[.t; Sterling 
H.K.t 
Rup­
Piutree 

!pprox. Total 1D OSt 

Fannora Bank 
o.s.l 
U .K,£ Sterling 
B.K.t 
Rupoea 
Piaatree 

Approx. Total 1D US$ 

Sba.nfhd. Connero1al & 
s arlnr;• aiU& 

I'OREIGll BXCBAliGE IIOUGBT BY LE.A.Ili!IG 8.111[8 

lf.m.-June July !!!£!!!!. 
2,678,000 908,S85 220,U6 

M,OOO 1,632 96,8U 
3,878,000 203,3!14 1, 118, 113 
8,286,000 987,432 1,:149,749 

561:000 1,339 26 

11, 941,820 l,3U, S49 1,564,731 

20,003 6 
171,272 57 106 zoo13&3 8,263 m 
106, 899 1 , 830 173 

28,068 

669 

Sep~er 

238 ,939 
55,080 

111,628 
1 ,056,645 

839,047 
TOTAL 16,961,821 

84 

19 
~ 

1, 445 
10 

403 
100 

1,619 
~ 

7,350 

108, 920 

8,813 

• 

Regraded Unclassified
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UNITED STATES TREASURY DEPART MENT 

To the $ocretary: 

Government sal e or at~ importrua commodities : The Uintstry 

or 71nonco 1n ChWlglcing 1a preporine to eet up 8 goTernmental mnopol.y 

solo or aix ooot illlportant articloa or 4aily consumption . ?or each or 

these a ix , tea, matches, wine, otgarettea , ·~ and salt, 8 srectal 

COilPGDY \.. ill be orp.otzed, -..ttb he branches t hroughout tbe c! lt'terent 

..-~•lncee. The six special co;,panlea will bo directed an~ supervised 

by the Central ~ales dureau under the Winia try. hach will h~ve severa l 

aalaa areas in the countr y , and 1n euch ot theue areas t here will be 

c branob sales bureau. Thia national p lo.n will be COfl\pleted by t he 

on4 or Joptembor, 1941 , and by t ho end or t ho current year ell largo 

distribut ing merchants will bo roslatorod tor thia purpose. It is 

expected that by tmo beginning or January next yaor the gover=ent 

:.ea le will actually be earrlcd. out. l'hta will ot course han a YPry 

raoitying otr ect on finance and tho nationol economy. 

It ia estl.tlated t t.nt ao:ne 2 ,CGO , OOO ,COO Chinese dollors 

profit wil l accrue as a result or tbl a new financi al project. Or 

thl a e otilllatod sum, sal t alone i e expactod to ylold a profit or 

800 ,000 ,000 Chinese dollars . \oben the so•ernment sales begin next 

1onaary, therefore , t he pr i ces or ordinary cons~ra' goods may 

further odvanco by l!50 to 200 percent . Alreody tho price or ••lt 
b.aa gone up considerably w1tl'..1n t he peat three weeks, 1n South China 

aa well as 1n SU:chu.e:n and Yun.nQZl . 

,'ia_lt has been lor.& UDdtt.: goYtrD:.ODt C.Oc.trol ant the price 

or aalt 1n Cbina re~ll.y r epr osen\1 a con~uz:aption tax. na tbe coverc­

Qint ttane.geMnt beCOJ:Ies 1torse 4nd. t be price becomes hi~.er and hirher , Regraded Unclassified
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t~ IIMl&ll ot ,. peopl8 1a --Mrl-·- ----~ 
- -·--· 'ala 1a 

•IP"lallT U.. Ia tM -•ry 41auteto, ...,."' a. to la«* ot 

.. u ta. lallov ,_ of ta. poor ,._1 b deol1JII. 

Gsrrmwn 'M'skt IRE fpp41 It ..... nportll4 

Uot thoo Jllaatry of Foo4 Adaiat.traUOII 111 Ob""BI"DI 1a P'""''ll 

to .. , liP, W,.thc wtth tM Oeatru Tru.t a...Jc of uo J11111ot17 of 

F111011oe, throe an faotorioo. OM faotorr for -.ld.D& bro84, IIDOtMr 

tor polloh111c rioe, Gel a third tor a1111JII •Mat flour; all tbroa 

will ba ...... br tbo Chlaa On1a laAIIlet17 ~. tl>r Whlllh tile 

Joo4 J11111et1'J - tu Central ~ Bull: will UftllCO IICte,OOO, OOO 

u oapUal. 

T!!! oo•t of llJi.M 1111npctypca ~. tU proT1Do1al 

capital ot ~- clurlD& war U•, 11 a railRJ' Gelltor 111 tu 

DOrtura part ot tu proT1Doo, ooar ,.._ 1t1aas1i border. llero tboro 

hoo boon a nrr rapid 111oroaM 111 tho oo1t ot UTili&. 'l'wo .,.,tho 

aso a oatt:y of pork (1 1/S lbo) oo1t NCt1. 20 at pro1oat H i1 oolU.. 

at MOts.eo to 4.00. 'l'wo ..,.,, .. aso ooo Ohlaooo dollar 1D Kulcoa& 

•oulcl bur a 4ozaa -· but DOW~ tour- a holt ega oaa ba 

had tor tho - prioo. lD April oaa Ohlaleoo dollar ooul4 biJ)' he 

oatt1o1 (a a/S lbo) ot M41• sracl• rtoe, """ u will bQT Olll)' • 

llttlo 1101"0 tllan halt a oattr. OM boX ot utohao collto holt a 

Cb.1Da .. dollar, Gel oao oaur ot aalt oooto ..,re tho tin Chlaleoo 

clollar1. 

Tho 1IOJ that tho ProY1Dcial Qon~t claalo •Ull thio 

oiwatloa 1a ,....,. 1lltare1t1'11· It plac .. tllo b~ tor ll1all oollt 

ot l1T1'11 011 pooplo'o a~i'll· 'tbo tour tboatroo 1D Xat=s cit)' 

are ell 'Ill to opeD cal7 bO 4Qa a ..U; D.O MW tea bi:NMa C"e 

ell Btl , 0 OJIID far bui»aa; ule ot oe.rtaia 1&m&rJ' arttclea aft 

forb1M• . ~ -•· Jww••, han aot 4o• tM al1clltollt 

Regraded Unclassified
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k tbt NfA1• E4 !09lMn M£!t of !mc!r:l !be llnll• 

boo4 or the peopu lD thia aree 1a lleoaiac I.Do...,.a~ 41tt1ouu. 

IAtuUoo aA4 oon.zo~ ot -1u .. -... _,17 - --­

•• ... ot price ill......_. '1M _,1117 111'111& ax:pen4lt1Zl'a or a *"u 
ol.Ua adult 1e now .,... ~ per-, whloh IIIIana tlla' tor tlla eunp 

a144u ouaa ta117 e.boU lllltMo to ti50 per 110nth la ~. Yn 

tlla _,"17 ~ - IIIMla ""-1 taaollan la tha 4lnr1eh ot 

lo:alplq, -.-. N-eba an4 S...wi - all n p .. aODtau ... 4latl'ifta -

la on17 IICt'IO to 100. Tbat tor Prt.al'7 aolloou la not ...ra the.o 

~-

llu;r t .. clla.ra han 4eMrta4 Cbelr protaul..,, e.n4 han 

be- -11 ~~erohe.nta or hWl•-· Sc.. ot ,_ haft been .._lUd 

to 8118*81 lD -'l:l:l1 DC bu.I.Deoo. 'l'hla sanarel 41110ralluUon 11114 

the uttu naclen ot public school a4uoe.tlon are br111S1116 about Y01'7 
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I'BOIII -Uerican E:m-...... c-··ld.-, o~· ~ 11 " ···-. ~ ~aDa, 1'1.& ·~ 

NO, I 

October 6 , 1941, 3 p,a , 

411 

THE J'OLLOWDIO IS S'l!UCTLY CO!ll'IIE:l'r~. 

!'Oil THE S::Cit>""W!Y Ol' m:> m;a.S1Jl!Y FROII FOX. 

l, I oh&ll atte:opt to D1lllber all of rq telecr•JI!a .men 

I reach RoD~; Ko~ !hil will not bo an oaq taolc. (l'or 

rafor011ee ••• Department' o tol"'J'am llo . 311, 4ahd October 2, 

1941, 5 p ,m.) lleanwhile, thio moo-• 1o D·B; 'D~A. boil>& 

my menage of October 2. 

2, ~· rel!l&ining portion of the DepN"tm&nt 1 a tolagr$ll 

l:o , 304 (dated Se»tembor 29 , 1941 oont to HoD« I(QD8) (2 B 6) 

wna received on the evening o! October 4. I aee no need for 

o. mo41t1cation to be made of cy reco10endAtlons whi ch wera 

!ho reactiona of the llinioter of linuco and !a • Vice 

llinittt rs were utr_,.l7 llni'aTon<blo with repro to the 

propooed rnioio:>a 'IIIlich .... re tranomtt ed in !:7...1. Aa oug­

g .. tod, t hio i:>tormat1on wo obt:.inod i:>tormll;y, It •• 

indicated by tho W.niater that the OoYOrD&ent ""ul.d wllolo­

h ..,..todl;r al.IPPOrt e.n;ythitlll that 'tt'Oul.d help to chNuloli&O 

uc:ha.n&e 'IIIlich accrued f ro• re~~HtMCOI and e:r;porta and 

which 'ttOul.d atr fllt;then tbe Bo&rcl. 

::!he Linioter .-le the otatllltDt that the ~hango 
Control 
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0.-1 o-t.ML• ..U paea tile follo.UC .. eolalo ... u 

lh Me\111& - ta..-a 
(1.) !an - • ' •p fli'Oa real u ...... IIIlA -rh \o 

\laa her'& 

(J) ........ tile ~\ ot \he 11. 1. to a44 \o 

o.a.nl u ...... lo. " OlWieaa 0-.olal 'buka. 

!U Tloa 111&1.a\era IIIlA lillie .,. \IIIla oppo .. 4 to the 

a.oaW.UaUoa ot \laa rem\-• aa .. u aa \loa placiJic 

ot \Ia& o\laer bub oa tile - plaoa aa \hat of the Ce\r&l 
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Jaak. !bq ..Uaa\&4 ooooara a a to bow oooporatio11 co1114 'be 

'b~ ot po...,a wbioh baa bae propota4 for other Ucenee4 

'bul<e w1114 co far towar4 \loa Dllllit1oaUon of the a4Y&II"C•• 

ot \u t,..llillc ora.r. 
3o 11\'b r..-4 \o t he lltpar-nt '• lo . Wad», 

-liT u..l ot Oo\o'bar 2. 1~1 (o• OJ•) . 

~ lltpar-t '• 2oO pr&IQPPOotO a f.acret ot oooporat1011 

of 'b.ake 'IIIIUoll 1o dliiPlT oot fort.bcoailllo BaYI.IIc 1a 1111>4 

' 11r. ~·· 16\tar ot ~apt•'bor 17, U wolll4 'bo foolhardr 

tor the her4 to e>;>&Ot that lll tba a'boa'IICt of pol1oa po-• 

\hare woll14 'bo U¥ oOII&l4tr&'bla rt\111'1l oonr fr08 the 'buka. 

11th rapr4 .\o the lltpar-t•o W I !!'!Wrt 1o ccaral 

\ oa tha .S.tlr&'b11U7 ot Ulb tnlllc Vol' Oil \'bt Ap'l 

a..:porh 1a\o b•P"• ~•lllc (t) an4 a:lllballc• !roll 

Q~PC~na. 'both ot 'IIIIUoll u tha pr•-' U.•• flow to \he 
:8oar4 
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t, !~ala la ~ a 

cunt.a of •• • ·- 1 _.._. u.at t.Mn wt11'" ~ 

-~- ..u tile YW7-...... ,._. *lolll loaft - .__ 

li"" \lie nett• ,. nu.az.a... 
II. la UT _,, U 110&14 'be ot ~""' -~ to .u Jouo4 

ll- _.._.... ooul4 "De IIGI'Ioet "' wlU. tile 011.et-. 

autbori Uee la tile 11, I. u4 tile ,..illata••• ul poeei"Dq 

\M ebippiDc O"IIP"''u, 1IUolo woul4 'M elall.u to U.. 

~··· ll.- -.1 Ill- 0 (2) ot u.. ~··· 
1llaaila1 plaa .mi.cD woul4 .-.. •• a •- oa tM -t 

ot ·=··p t.ba\ accii'Ma ti'OII •JPW'• aa4 a.a a 4a\~t 

to ... eloa. 

5, !hie at..-uoa, l u l•Tille tor Boac Ioiii• .A.t 

the earllae\ opportuaU;r, 1 eball te~ \M r•IPO"" ot 

tile Joar4 -'•• t o tu propoee4 plaa. I aa -• that tile 

r•.,a•• ot the Clllaee• will -.. 1111fanralll• *l.le U.. 

re!IPO&M of u.. hl.U• rill -.. f&Toi'Ule, 

I .-u ..-u ill Boac r.oac ... u1 u.e t-..uoa 

of tM ooatere110e, .A.t tM .rUut qportuU;r, I ..U 

retva to Cllm•P'ac 1a ordoer to oarr;r tonar4 \he Focr­

*lolt. •• iaitlate4 -tiM- wltb r.,.r4 to flDaDOial 

e\u4ha. 

QUill 
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TR~Y DEPAJIIITMENT 

TO Soorot&r7 ~,..._ 

CONFIDENTIAL. 
"""" ~~r. Dl••nn 

S.petlft4 etar1tac •••-tl- at tbe -ru "-~ •• ,.. IIC -• "'" u fo1lowat 

hU .. I K lfllal c-ru &115 OOO 
'• trrt. '- .._relel ..... ru ~:ooo 

Opo10 .ubt etorllac ,.. tuW<I. at 4,0}-1/2. !be lllT t 
cooot o\o4 of £ ) ,000 101.& to a c-lal ooacen. 

0 
repor o4 t ....... u. 

Ia low Torlt, cloo1ac q"QOtaUau ~r U.O torotp C'VI'IlOCloo Uoto4 below ,.. .. 
II follOW"'I 

OuMiaa dollar 
.t.rcnuao p110 (tno) 
llrulUaa 1111n11 (troo) 
Ool•'blaa polO 
"ezf- peao u......,... polO (tno) 
Toaoouelaa 'boll~ 
Oubaa pliO 

1~1/~ 41oooaat 
,l!J40 
·0505 
·5175 
.l!070 
.4500 
.2700 
1/114 411oout 

!he ,..,_,ral lleoorw kllk or lin York reporh4 tbat tbe 'Balik of Jtnieo oll1ppo4 
$111>7,000 1A pl4 11'18 lluioo to tbe l'o<l.oral tor 1\o ..,cout, tor oolo to tbe II.., folk 
"'"" Ottlco, 

Spot u4 torwr4 allnr •ro apia ti.D4 ta Loi4on at 2}-1/24 an4 23-7/ 11>4 
1<1p"cthol7• fbo '11,1, olf"iftltah WII'O 1!2,6U u4 112.551• 

- !rtai1U'7'• parcblu prleo tor torolp ollftr,.. -benp4 a1 351· 1luq 
0..0. l!uMa'• oot \1-nt prtco tor torolp oUftr ,... alH -baace<l. at 31!:-3~. 

Vo aa4o ao ollnr parcbeoo• to4o;r. 

!be i'o4oral lleoorw kllk'• report of October 1, lhUac 4opodh of buD la 
.t.ola with tbe llew Tol'lt -.nolu of 1.,.. .. ~~uP, oboW14 thlt noll clopooUo total04 
$57,1153,000, aa boi'MII of .170,000 otaco lopt .. ber 211. Al.lo roporto4 •ro oolocto4 
1\tu tr011 tbe 1 tat-at of tbe toko~ llpooto llallk'• llow Jol'lt Ac-1107. which ro'fMlo4 
: l:.at 4ollar 4opoeUo boU tor bul<• ta llfPM u4 JlaiiOIIIt.rla roM •ns,ooo. !hie rtoo, 
bonnr, ,.. 1 tt10t 'T a cloollM of $7}9,000 1D 11,1, !roaror7 'bUlo u4 oo-rclal 
paper 10111ob tbe Ac-1107 boUI tor noll liMP. 

• \ 
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RES'IRICTED 

G-2/26S7-220; No. 5ll ll.I.D. , 11.0. ll:OO A.ll., OCtober 6, 19U 

SITUATION REPORT 

I. Eastern Theater. 

Ground: Germans claiJn the capture o! the island or Abruka, 
south ot Oesel Island, and to have stopped the Ruaaian attempts to 
break out of LeninQad. 

The.re are indications that German operations on 
the south central and southern trmt are under way. 

Hard tisl>ting in vicWty or llelit.opol and on the 
Iothl:als ot Perekop. 

!!!:• Soviet sources report extromel1 successful air action 
ar&inat ,round forces in the Ukraine •••tor. 

II. ilestern Theater. 

Air: Unfavorable weather over the Continent ,rounded the 
R. A.F. lastnigbt. The British conm.tnique tells or slisl>t German ac­
tivity over the coastal areae but adde that there was no word ot any 
bombs having been dropped. 

III. lliddle Eastern Theater. 

~~ No information ot importance. 

Air: Both Italian and Germat> 10urces claim the torpedoin!f 
ot the Bri t.ish aircraft carrier, ARJ( ROrAL, in an Italian ~sur! ace 
attock. 

this lOOming. 
A>cU aircraft attecked Cairo and Sue• Canal area earlr 

There was little d..,.p. 

The R. A. I'. raided Catania, Sicily, Bengba:i and Barca, 
in Libya, ()ondar in Ethiopia. 

RES'I'RIC TED 
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OC!OBD 'I, 1~1 

11R iND IIRS JOD BOmiGD 
SEI.'MU Pa!'l II!ILLIGDCD 
SEl'fTLI 'I&BhiiGfCJI 

206 ./ 

OPliCUL 

VERY SORRY UIABLI COlD !0 SIAftLI AS I BAYI TO lUISI 1 LOt f:l 
~i'! fliiS Will !0 FIBICI fliE COYERMJrf. BIBRIRf GASfOJI 
IS GOING TO RIPRISII! Ill .liD SPUI BI10U !Ill UotL COIIVDTIOI 
!1FECfi0111ft RJGWll 

HlllllliORGII!BAU Jl 

-
• 
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'lRF.ASUR Y DEPAR'I'i.UNT 20? 
'Nashi~ton 

IV~ F.ElEASE, io!OIUHNC ~E.'.SPAPE.RS, Press Service 
T; .scie;., October 7 , 1941. No. 27-89 
fvf:.>/<:1 

The Secretary of the Tr easury announced last evtning thlt the 

tendtrs for ~lUO , OUU, OOU , or th6reabouts , of 91-day Tr~nsury bil l s , 

tD be datvd October 6, Hl4l, and to mature Junllllry 7, l\l42, which 

;,rc offtred on Octob"r 3, wer e opentd at the F ederol htHrve Banks 

en Octob.r 6 . 

The de tails of this issue ere es follor.s : 

Total npplit!d for - :i:358,817, 000 
Total acceptud - l u0, 433, 000 

Range of accepted bids: 

- 100.003 High 
Low 

Average 
Price 

- 99 . 999 equivalent rate arproximatcly 0.004 percent 

- 99. 9996 II II II 0.002 II 

(73 percent of the rmount bid for at the low price 11as accepted) 

- 0 0 0 -
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October 7, 1941 

11:00 a. m. 

209 

·r rmA:.'Ctrlt: (OPEN llArlKET) 

Present : 

~ ." . • l r : 

::e .. ! : 

!.lr. House 
Mr . Sproul 
1lr. .Tones 
L~r . Goldenr.eise r 
!.!r. Eccles 
Mr. Leach 
llr . Piser 
1!r. l.!cKee 
L!r . Draper 
t!r . !!o:-··i s 
Mr. Hadl ey 
Llr. Haas 
!.:r, h:urphy 
:!r . p ll 

!.lr. Jon~s is comint. ov~r, but he is late, 
J O v.e vnll s tnrt . Dan, if you could tell 
these eentlemen, including m:;self, hor. 
much aoney you think we nil l need from 
now until the first of the year. t;e will 
start off t hat ,;ay. 

··;ell , we r:ent out of <;e p~ e:nl:er with a bal­
ance of a billion three hundred and forty 
~llion, and these e ~ timates are based on 
the assumption th11t v.e will borrow in Octo­
ber a billion dollars !'or the ':'~e asury and 
five hundred million dollars fo r the RFC. 
Then we r:oul d borrOTI a~nin in November a 
hund red and f i f t y ruillton dollars for t he 
United St a tes Housine Authority , and i n 
Dececber Yle ~:ould horror. a bi 11 ion and a 
hal f for the ':'r easury. 

• 
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H.M.Jr: 

Jones : 

H.U. Jr: 

l(cKee : 

Bell: 

H.M.Jr : 

Jones: 

H.11.Jn 

Bell : 

- 2 -

On thoae estimates we would go out of Oc­
tober with a billion eight hundred and six 
million. We would go out of November w1 th 
nine hundred and seven million. We would 
go into January with a billion five hundred 
and nine million. 

21.0 

There would be some shift in those, because 
we are talking now about a billion to a bil­
lion and a quarter, and the Housing Authorit7 
would probabl7 be brought back into October 
instead of Noveaber, so that our estimates 
might be up as much as two hundred million, 
making two billion going out of October, 
and a billion one going out of November, a.nd 
a billion seven, probably, going into Jan­
uar7. 

(Ur. Jones entered the conference) . 

~~ have got a chair up here for you. 
better tell it again for Mr. Jones. 

You had 

Sorry to be late . 

That is all right. Y:e have distributed 
a twenty dollar gold piece to everrbody, 
so you missed that. 

You can't have mine, either. 

He doesn't like gold. 

Some of that Russian gold . 

Yea. 

Tell them again. 

I was just saying that our balance going 
out of September was a billion three hundred 
and fortT million, and we contemplate 

• ' 
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Jones : 

H.M.Jr : 

211. 

- 3 -

borrowing a billion dollara in October for 
the Treasury, five hundred million for the 
RFC, and then probably in November a hundred 
and fifty mil l1on for United States Housing 
Authority, and then in December a billion 
and a half new cash for the Treasury. 

On thoe e estilll8tea we would go out of Oct ober 
with a cash balance of a billion eight, and 
out of November with nine hundred million, 
andJo into January with about a billion and 
a h f . 

llow, there will be some changes in that, 
because we will probably borrow a little 
more than a billion and maybe - those 
balances will probably be up two hundred 
million dollars from what they are estimated, 
or close to that. 

That is, your new money would be a billion, 
would it? 

We haven't settled between a billion and a 
billion and a quarter, but I have seen some 
of the people - we had half a dozen people 
dollll this morning, and 'ftbat they tell me 
is this: some of them want two issues, two 
and a half oer cent long, an.d something 
medium, and. then those that don' t want that 
want us all to get out one two and a half per 
cent issue, which would go out thirty or 
thirty-five yesrs . 

Thet•e are a couple of things I would li~e 
to tell you about how 1 feel , and that 1~ 
this • I feel that from now on that we m1gbt 
just· as well break the ice. We can't be 
fooling around with a lot of little issues, 
because 1 have got to finance about ever.y 
other month. 

• \ 

Regraded Unclassified



212 

- 4 -

I think that the m&rUt might iust as well 
get used to a billion or a bil ion and 
a half at a time now, and there ia never a 
good time, There will always be some reason 
why we shouldn't do it. But we have got 
this tremendous financing to do, 

I also would like to have you gentlemen 
think, and this af fects Mr. Jones as much 
as anybody - I would very much like to be 
able to keep the five-year period free from 
any financing so th& t it and when something 
goes sour, llhich I am sure it will it ..-e have 
~ad news, that the Treasury can go in the 
way we have had to go in three or four times 
before, and borrow for eighteen months or 
two years . 

Now, if ~e have to keep foing in and filling 
up the next five years w th the guaranteed 
obligations, then when we have a Black Friday 
or something like we have had two or three 
times, that period is filled up and I won' t 
be able to do a job for the Government, so 
I would like you to think about that , and 
along the same line, you take United States 
Housing with two issues . I would like to 
consider picking them up and paying them 
off with cash and lending them the money at 
a reasonable rate, but not having a couple 
of issues for United States Hllusing, a hun­
dred and twelve million or whatever it is, 
kicking around and just coming at a time 
when I might want to do something for the 
RFC or Commodity Credit, or for ourselv~s, 
so it really would get down to just haVlng 
three people in Commodity Credit - I might 
even - I am raising the question of even 
possibly taking Commodity Credi t out of the 
market and just leave it to the RFC a~ to 
the Treasur,r. But these things keep kicking 
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llcKee: 

H . ~. Jrr 

llcKee: 

Jones : 

R.M.Jr: 

- 5 -

me . I have got three of them coming due 
now this month, and it just makes things 
that much more difficult, I mean I am 

213 

just throwing thla out, I mean, i have 
~ean doing a lot of thinking about it, and 
I am looking ahead against the Black Friday 
which la pretty sure to come, and I would 
like if possible to have it tree. Then 
if it is free, we can borrow the money on 
the direc t obligation of the Treasury, and 
we can let the guaranteed obligations -
we can always lend you the money if you 
haven' t i t . But I am just throwing it out, 

Do I understand you want to keep everybody 
out of the five-year period , is that right? 

I am raising the question. I would like to 
keep everybody, including the United States 
Treasury - not do any more borrowing in the 
five -year period, against the day- well, 
I don't want to eay what, but let's say 
something happens that we hope won't happen 
and the financial oommunitf gets scared the 
way it has three or four t mea since I have 
been here, and they will come in and say, 
~ell, you might go out as long as two 
years, ){r, »o rgenthau. • I have had them 
tell me that . "As long as two years. • That 
has happened to me several times. Well, the 
time to get ready for that ia now. 

Can all these, i ncluding yourself (Jones), 
under your present legislation, stay out of 
the five -year market? 

I would have to find out. 

Well, i t doesn't have to be settled today, 
but I am raising it. The purpose is for me 
to talk to you gentlemen franlcly. You can 

• \ 
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H . ~~ . Jr : 

Jones : 

H.l.' . Jr : 

~ell : 

Jones : 

E.". Jr : 

.Jones : 

H. H. Jr : 

Jones : 

H.l! . Jr : 

- 6 -

~ay to" me, "Morgenthau, you are right , • or 
w;o~g • I want to think about it. I am 
ra~stng the point about paying off in cash 
Untted States Housing, getting them out of 
the way. They have only got blo little 
issues, and possibly Commodity Credit. 

214 

I certainly think the Housin& su&best ion is 
&?od. Commodi~y Credit is pretty well estab­
llshed, and while I see no objection to 
stopping it, i t is an outstanding part of 
our whole economy. 

~e would lend them the money. 

Yes . How much have you got out now? 

Jesse, the Commodity Credit is a busted con­
cern and we have got to go to Congress and 
ask for a hundred mi llion dollars a year to 
make up the deficit, isn ' t i t? 

l'lell, it varies . The total 1·.e have asked for 
is something around - -

Sounds as if they were making money. 

We have gone to Congress twice now for 
ninety to a hundred mi l lion to make up their 
deficit, so the only thing that they s~ll them 
on is the uuerantee of the Treasury. lhe 
thing is no good. The piece of paper is worth-
less . 

That is right. They won ' t le t you sell the 
securities. 

Did you know that we had to go twice now? 

No, I hadn't kept up with you. 

Twice. It is somel'l"here betvlte~ ninety and 
a hundred million dollars. Tw1ce, to make 

• 
Regraded Unclassified



Bell t 

• 

Jones : 

Bell: 

Jones c 

H.!: .Jrt 

Jones : 

H.M.lpr 

Jones: .. 
H.!.I,Jr: 

Eccles : 

21.5 

- ? -

So it is a busted con-

ninl hundred million dollars 
tiiiMlJr! ties outst1111ding, ana they 

tand four million maturing 
ou have been borrowing 
they alao are getting 

in the next few months 
tlliioollth LeJil(l··Lea.le, so that we could pay 

' ott a million dollara of the two 
hundred 1111d four lllilUon dollars maturity 

._. ver7 eaeily out of their cub. We might as 
well pay the other one off. 

• We P•7 them interest when we need their 
110ney. 

~· That ia r ight. So tha t we could pay that one 
~very eaaily. we will pay half of it 

· ~robably, anyhow, 

~~would give you another look. 

Yea, 

Certainly wi th what is before us, you 
very wise in considering al l of these 
alitlea. 

Before they happen. 

Before they happen. 

sre 
eventu-

Marriner, would you let me have the benefit 
of what the Fed :is ' thinking about1 

Well, 1 don't know that we are thinking about 
11110h of ariything. We don ' t know what you are 
thinking about. We assumed that there was 
likely to be a l ong bond at ~hls time ,, th~t 
this new financing of a bill1on or a btll1on 
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and a quarter which was announced from the 
announcement tha t I saw of it was a case 
of needing new money, ' 

We discussed the thing yest erday afternoon 
and it was our unaniaous view that a long 
issue should be put out and one issue 
should be put out only. 

216 

Now, a t wo and s half per cent issue of 
twenty- fi ve to thirty years or possibly 
thirty to thirty-five. That thirty to 
thirty-five l ooked a little bit long. 
The reason for that long issue would be that 
it would fulfill rather an urgent need and 
demand at this time, coming from the 
insurance companies and the savings banks 
and investors generally, that there would 
be le ss of that possibly taken by the bank­
ing system and more of it would go 
into the hands of the investors . 

The two and a half per cent rate seemed 
to be a fair rate or reasonable rate, and 
a rate that is pretty generally needed 
by the insurance companies and the mutual 
savings banks, and we would sooner see an 
issue put out of that sort. ~batever rate 
is established on a long term issue is likely 
to tend to freeze the rate at that level, 
because you couldn' t put out an issue at 
a two and a quarter or a two, we will say, 
and then have it drQp below par without mak­
ing diffi culty for ruture financing . The 
lowest rate that you finance on, it seems to 
me i s pretty likely to tend to fre eze that 
ra~e because to finance at an excessively low 
rate may well mean that the market goes down 
and it would make future financing rather. 
difficult. I know the British point of VleW 
has been to try to hold the present rate , or 

• 
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even gradually reduce the rate of 
future financing so as to make the 
issues that have been put out sell 
at a alight premium, and I think it 
may be easier to hold a two and a half 
per cent for a long-term issue, and as 
I say, it would tend to meet the demand. 

Any long- term financing that ia done 
at this time, I am personally a 
little concerned about whether it 
tends to freeze the banking situation, 
that is, we will say, the excess re­
serves situation, whether it is 
possible that at any future time 
now to do anything with that 
problem. 

I think it would be less possible 
on a less than a two and a half per 
cent rate than it would on a two 
a.nd a half per cent rate. 

• 

21? 
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H.U.Jr: 

Eccles : 

Jones: 

Eccles: 

H.L!. Jr: 

Eccles: 

H.ll.Jr: 

Bell: 

H.U.Jr : 

- 10 -
218 

It would be leaa? 

I think it would be more difficult to make 
AnT adjustment ot the reaerTe pictures of the 
banks, more difficult if an iaaue was put out 
at a l ower rate than two and a halt. I think 
a two and a halt percent rate, long issue, 
would be less influenced or affected it we 
should decide at &D1 time in the future to 
do a~hing about the reaerTe picture than 
would be the case it a aecurit.r ot a less 
rate waa put out. You see, we have out the 
two's and a halt taxable securities that are 
selling today on about a two percent basis. 

How long a maturit,r? 

What is that, '55- '58? 

That is the last one. 

That is selling at slightly over a two percent 
yield basis. To put out an issue of fifteen 
years t o price it on today's market, you 
would have t o put it out at not more than two 
and a quarter which would be a new low for a 
taxable fifteen-year issue, and I am just 
wondering if we want to tend to esta~lish a 
new low. 

Well, it I could just go back a minute, because 
there are two things tliat I would like to 
decide with the hel~ of you gentlemen this 
morning. One is, !~rat, how much money do 
we 'IBllt to borrow? That is the first thing. 

Dan, how much do you want to borrow? 

I woul d l ike t o borrow a billion two. 

J. billion two. 
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I would think a billion two is just as eaov 
ae a billion. -· 

A billion two plus the refunding? 

A billion and a halt including refunding. 

~~ refunding and plus a hundred million 
tor Gonrmunt e.ccount, l'le would put in a 
hundred lllillion for Gonrnment e.ccount , That 
te.kea c8l'e of Postal Se.vinga and FDIC and 
our trust funds . Right? 

Thd is right. 

Ia thAt all r ight, Vorria? 

Yes, sir . 

Is that enough? 

You could absorb a lot mora , but that is 
what I put down, is a hundred million. 

A billion two plus one would be a billion 
three plus the refunding. 

'lhat is right. 

I think that is e.ll right . 

Anrbody worried &bout a billion two? 

I see no reason to make it any less than that. 
As has been observed, a billion two i s as easy 
as a billion. 

There are two things I want to get settled. 
One is the amount and, we will say fo: the 
moment a billion two plus a hundred m1llion 
for Government account plus the refunding. 
Then, is it to be one issue? 
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I would favor one. In fac t, t hat is the 
view of all of us in our discussions . 

'.'/ell, t hat is the IV~ I feel. 

Strongly about it, we do . 

That is the way I feeL So then if we have 
that, after this :necti n" is over we can tell 
the market that r:uch anyway . It woul d be 
hol' much money anc! it :1ould be one issue. 
Then it gets donn to arcuin: about the rate . 

!low, I ao in disagreement iTith eve17body tha t 
has come do;·.n to see me , and I will tell vou 
.my these fellows - let me exnlain. 'i'he 'last 
i ssue, Jesse, we :ot out was last J.:o.y for 
roughly a billion four hundred and fortv­
nine Illillion and it was two and a half per­
cent and it was •sa-•sa . 
!low, these fello1·ts say ret out w1o ther two 
and a half, and if you di d, it :·toul d run out 
some where to ~'>'hat, '70 or ' 75·? 

Early seventie~ . 

That is way out beyond an:;thinr: on a taxable 
not to co:nnare it with and it is aut - we er e 
apt to cake a ~stake . These very.fell~s 
that I ~ areuin; with, everyone of th~ ~ill 
take it ~,d hol d it - not ail of the=, but a 
l ot of them nill and ~ell it just as soon a s 
they can. If th~ t hin:- ~houlu be ~1orse in 
December, we Noultl have t his i ssue as a chan~e 
of sellin<> atiow par. l.~ thou-;ht is, and th1s 
is what f ' heve been tr·•in" ou~ on eVCI"JbociJ , 
is a trro and throe- eiehths wh1oh woul d ~o 
out five years !onger thwt the one we d1d, 
which is qui te a step out . 

Twenty years. 
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.l twency-ynr bond, and we oould eatilate 
that because I mean we could c011pare it with 
the one last lfay, You han to o011pare them 
with a taxable note, It would go to the 
banks . It in NOTIIIlber or December when we 
fint.noe arin, 11' we - we can always go back 
to two an a halt, and I don't want to freeze 
the rate, the thing that lfarriner ia talking 
about , you see. I don't want to have to say 
"Well, the Gover!llllent 1a going to finance at' 
two and a halt, and then when things get a 
little worse we have got to shorten them up,• 
and I have asked everybodf to coce down, and 
they will say, ~ell, we don't like it, but 
it will go. • 

I t hink aeything will go. It is just a ques­
tion--

They don't like it, but they say it will go. 
So I am just throwing that into the hopper. 

But you don't want any issues you put out to 
drop down. It is going to make future financ­
ing pretty particularlY difficult if rates 
should go up. 

But why should a twef!ryea.r bond go down 
faster? I should th lt would go down less 
fast it things got bad than a thircy or thirty­
five year bond. 

I think the insurance companies and the mutual 
savings institutions and things of. that sort 
are not so intere a ted in the matur1 ty. I 
think that whether it is a 25- SO or 30- 35 
makes very little difference to them. They 
are interested in the yield, primarily, and I 
think that a two and a half issue would pretty 
largely lodge in that place and would stay 
there. It doesn't go to the speculator. The 
banks would not be inclined to take those 
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iaaues to hold. I think that at this time 
a substantial amount ot two's and a halt 
very long issues, is just what is needed: 114 
I think they would go in the hands ot thoee 
holders, and they would stay right there ana 
the market would - you are not like!r to h&Ye 
it go down. You ma;r argue the a~ t ldug for 
a two and three eighths , it is a question of 
degree, that is true. There ia oDlJ an 
eighth difference and--

llay I interrupt? The boys knocked ae dOIDl 
five years if I cake it one iaaue on a long 
two and a halt because the{ said the weight 
of the issue makes me ahor en it up five 
years. That is a hell of a lot to pay just 
because I want to get out on.e issue. 

What did they want, 25- 30? 

Isn't that right, D~? They knocked ua down-­

Some of them said that if you were going to put 
it out as one i ssue you would have to ~rob~bly 
lower the maturity, shorten the maturit.r f1ve 
yeers. 

If you cut i t down to two and three eighths? 

No, two and a halt, al l one i ssue . 

They would l ike it tweaty-tive? 

They would like it twenty-f ive. 

· 25- 30 or 00- 25. 

They don't want a thirty. 

The two and a halt would be about 25-30 or 
a little bett er. 

• ' 

• 
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That is ' 66- ' 71 you are tal king about, Dan. 

A lot of them are talking '68-'75, '69-'71 
and one or two of them want '70-'75 . ' 

The thine they are interested in is the two 
and a half. 

That is right. 

And they. are perfectly willing to let me 
shorten 1t down to twenty-five year s . 

But they would take it i f you didn't. 

I don't think they are entirely honest with 
me. 

They are selfish, naturally. 

223 . 

Nat~rally . They have eot the old pocket book. 

Yes . I like the two and three eighths better 
than I do the two and a half at this time. 
I think, as you indicate , it is too early to 
freeze the rate at two and a half. Another 
thing, whether it is two and a half or two 
and three eighths, i f soaebody gets socked 
in the jaw a little hard sometime, the bond 
is liable to go down. You are liable to have 
these Black Fridays just as much with a two 
and a half as you are wi th two and three 
ei~ths . ~ jud~ent would be - I haven' t 
sa1d it as much as the rest of you - ~ 
horseback opinion would be that I would rather 
have the two and three ei~~ths bond at this 
time . I wouldn't care whether i t was twenty 
years or ni.neteen years or eighteen year s or 
something like that. I would rather have the 
time fit the rate than the rate fit t he time . 

Have you got any ideas, Allan? 
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Ii:; i~.•ould say it will go, but I don't 

That is what they have been telling me all 
morning. 

~ idea would be that this issue ought to be 
loaded against bank buying and holding as 
much as possible by ita terms, and that you 
want to put some legs under the oft repeated 
expression that we want to do as much of our 
financing outside of the banks as possible. 
I thillk the w~q to do that with a !ong-term 
i ssu.e is with a two and a half. A hro and 
three eighths will not be so satisfactory to 
your investors, and yet it won't be a bank 
obligation, so I think it is neither a fish, 
flesh, nor fowl. 

A long-term two and a hal£, it seems to me, 
does meet the desires and requirements of your 
invest ors. However, on the maturity, I woul d 
price - I would have the maturity short rather 
than long, that is, twenty-five to thirty. 
You don't know llhether it h going to go 
to the call date or the maturi ty date out that 
tar anyway. 

The ultimate results ot what we have done with 
respect to excess reserves I don't think h~s 
been observed yet, and I would not be af rud 
of having a substantial premiUJ:I on this issu~ 
temporarily, because I think you want something 
to ride with here. 

To have an issue financed now on the line, 
whether i t is two and throe eights or two and 
a half, would be risky finanoinf. It woul d be 
capi talizi ng an existing aituet on which I 
think is not likely to continue to be sup­
por ted. 

We want--
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I think if you put it two and a half you have 
a difficulty in pricing, that you have more 
of a cushion there thari if you price it two 
and three eights right on the llne, I am 
not concerned myself whether the bond within 
a period of time goes t o a hundred and two 
or a hundred and three or not in this 
situation, I think it is more important to 
get the issue into the hands of the people 
you want it in and to have an issue which 
will take care of itself as far as possible 
in this period when we may have a large group 
of investors wondering, considering whether 
either the interest rate structure has bean 
stabilized, is not going to continue d~ or 
whether it may even be turning up slightly, 

Ylhy would a bank buy a twenty year bond 
when it wouldn ' t buy a twenty-five year 
bond? 

I don't think they would like it and I don't 
think they would buy i t by and large for 
holding, but I think the investors vtould like 
the twenty-five year bond with a two and a 
half percent coupon better, and that therefore 
it would be a better underwriting risk for 
the b8Dks because they bavo a larger and 
better market for it. They would take it . 
largely as underwriters and expect to sell 1t 
out over a period. 

The two and a half? 

Yes . 

You seem to go just the other r~y. 

I think the banks would keep them. 

Well, those banks that could offset it with 

' 
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savings deposits, I think, would keep it. 

Well, the figures on reoent issues long issues 
and taxable issues, don't show that the banks 
have bought them in large amounts to keep. 

They have sold than and bought the shorter 
stuff on the market. 

And tha partially non- taxable. 

Piser, have you got anything fresh to throo; 
into this pot? 

Nothing very fresh, but I would prefer the 
two and a half issue for the reasons that have 
been given, that it 11ill be more of a non-

. banking bond and r1here the market is in 
condition to absorb it and other investors 
have a substantial demand for such an issue, 
I think t his would be an excellent time to 
fur ther the pro gran of selling issues to non­
banking investors . 

I am perfectly safe in saying this , am I not, to 
~et this out, that it is going to be a bond, 
1t is goin~ to be a long bond, end it is ~oing 
to be one 1ssue and it i s going to be a billion 
two hundred nillion? Is tliat right? Is that 
all right with the Board? 

\'/ell , I understand the only point of difference 
i s the question of the rate here. 

Then what I would like to have, I want another 
tr1enty- four hours and if you gentlemen could 
come back, if you are free to come back at 
2:30 tomorrow, we oan settle the.rate • . The 
people that we have talked to thl s morn1ng, I 
hope they will leak. I am sure that they will 
le8k. 
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Haven't they leaked yet? 

Not according to Rouse. Be made a lit tle 
test down there in New York but it was a 
little early, I think the telephone wires 
to New York were congested. But it will 
give us another day and then everybody - I 
mean, it is down to whether it is two and 
three eights or two and a halt, l:arriner 
ian' t t)l.at what it amounts to? ' 

The way it looks. 

I think you should in this rate really 
consider in your Ol'lll mind whether or not we 
have sa:nething to look forward to by the 
adjustments of portfolio to meet the reserve 
increase November first , Personally, I 
don't know what will happen, I don't think 
any of us do, but we have that hill to get 
over right in the middle of this and your 
next financing. 

Which one do you think would help them get 
over the hurdle? 

I think the more sugar you put on it the 
better off you will be and I would prefer the 
two and a halt and I don't give a cW:m about 
t he maturity. 

I do, 

The reason I favor it, i t gives you some room, 
I think for sane adjustment moving, whereas 
if you price it close at a lower rate that 
does tend more to freeze you at a lower rate. 
It h going to be very difficult to do future 
financing if your market is showing weakness 
instead of strength. Finanoing has.got to bt 
done on a basis to keep it strong, 1t seems o 
me. 
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And !ou have pr~tty much a pattern of rates 
no\7 l.n your ser1eo of bonds. Your two and 
a half for - was it, twelve years? 

But you have got nothing to compare this 
with, If you go out thirty or thirty-f ive 
years there ~a nothing to compare it with. 
You are out 1n unexplored territory. 

Isn't that more reason why you shouldn ' t get 
that two and three eighths rate? 

Of course I am thinkin& that on the taxable 
thing if you cove out .five years in a taxable 
bond, that that is quite a big step . Then 
you test that out. If that is all right and 
thef l i ke it, after all ~e are talking about 
an lnsti'Ulilentali ty whio~ we have never used 
before - -

Don ' t you think that the maturity, when it 
~ets up beyond twenty years, isn't nearly so · 
~portent? There is a lot of difference between 
one year and five years or five and ten, but 
it se~s to me when you get into the realm 
of whether it is tr;enty-five-thir ty, or thirty­
thirty-f ive --

Psychological . 

It is very - because you have got - they all 
go to the fiduciary institutions . The long 
tenn investor who is interested in rate much 
mo re t han maturity --

I haven't been able to cross that hurdle, tha t 
is the thing. I haven't been able to get out 
there myself, but if you would ~1 come back 
at 2:30 tomorrow we will settle 1t. 

We ~ould be_glad to . 

It is going to cro11d us a little. 
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You are all right, Dan. 

Yes, we had quite a disouuion You mav call 
it aoadsnio . ' ~ 

Would you rather have it in the morning? 

If we could have it at twelve it would give ua 
more time. We don't get it in the hands of the 
banks ani it worries me a little. If you don't 
catch those night trains, Yr. Secretary, 
particularly in the west, 

If we are g~innf to shoot Thursday corning, this 
problsn of s particularly in the western 
parts, gettin~; the infonnation to the public 
on the followlDg morning, is an extrsne one and 
we ought to have it perfectly at least by twelve 
o'clock. If you want to stretch it a little 
beyond there we can do it, but --

You mean the word by twelve? 

If we get the telegrams out of here by one 
o 1 clock, it enables all of the banks to reach 
their t rains leaving town by six o'clock. Now, 
you have a probleo even in New York, as close 
as you are and as congested as your district is, 
reaching the six o'clock t rain. 

O.K., eleven o'clock tomorrow. 

Eleven o' clock suits me. 

Yea, eleven o'clock is all right. 

Can you drop in, Jesse? 

Be glad to. 

May we be excused? Good luok to you. I hope 
you get it right. 
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Furnished b1 Federal Reserre Bank of 
New York OYer the telephone • 
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C011111ents received from S8Veral du.lers and oa.oks 

with regard to a ne'lf 2- )/8/o Trea•~rx oond, 

H would take tho e<~ae oft tho popuari ty nf • new 1asue, Toore 
io o dot1nit.e f eeling that the Trea•ury .would be !lhortenil\g the 
,.,.,~urity in order to shade the rate 1/St> 1nstoad or """tilljl the 
Jo:nand for a 2-1/2:1 bond l'lhieh the l'llrkot. 1a prepared to take . 

231 

~ 2-JN,; bond 'IIOuld go hut ..,uld not oe populA-r. The <arkot is 
• :-opared Cor a 2- l/2J, 25 to 30-)-ear oond and 'IOuld ratnor take • 
1?'\.•r u•t•1rity than a lOifer rate. An orf..,.in.;: "' either a 
r:arvaloOJs success cr a • nop" and 1/8,. in :,;.., rate ail!ht r.,resmt 
·•"' WJ"fcrenee in how Lhe issue is reeeiv..cl. ~tould not ~ey 
aro ·.n:i «l.~n a s:.~ecessfu.l deal, which wUl .,_"0 a lo:~;.; wa./ t.o 
.......... l1Jhin,: orhat tho. '"'""" ry r.ao in aind wi~h res !)aCt to the 
;jl:Jt.riout.ion of it-s securities, oy s~rt: tho rat.e 1/0p. 

7he J.'\roa::.ury want.s t.o reach insurance CO!Ipan1.es and aavln~s oaru:s 
ara it lfOUld oe a oi$tako not to .;.vo tho1a a 2-l/2,. oona .d.th a." 
o;•tic>nal date amu.od 196) to 19b?, In.,U"ance eo111panies and sa•nnes 
oanKs nave rel uctantly made up their minds that a 2-1/~., rate i o 
t.he ot::st t.uey can ~et ard i t would be di:sconr.ert,in.; ard ;. ois ­
&~;>oin~lll•nt t o them to ~:et loss, 

rner<l! 1.111 an excellent. feeling in tho marke t. about. t.h~~J :'rea3".lrJ' s 
finaneitlj operat ions wnieh !ihould oe aintained in •11•• of the 
lart!'l a,a:,unt. of f'1!13.nei"G to oe oom now anu later . ':'ttia corUidence 
n1cht. '00 aN.kon rit.h an unpoj)Ular issue. Fro:1 \.ne sel.f1.sh vi~int. 
,,~ a oa.nk, it would pre.!'er t.o ou;y t.ba snort.er oo:¥! o:~t iL reali"es 
u~ '!'reastn7 shoula aiD to s aLis!y insurance coopanias, sa .. "in&s bCL-'1!"1 
o..'ld other pen:anent. holders w'lo prefer a 2-l/? .• lon.: wn<l . ~ 
:l~cee3s!'ul issue or lon • ooDLis AL this t..iAe will a.lso r.a.\te it. easier 
tor t.he ireasury tc en~:r tha c-Ar,cet for agency tinll'l'\ci.:"J in thf' 
'lear !'ut.ure. 

1he '"arest ravoraole retl'ark ~:"'t we neard · .. as tnat i! a 2-1/6~ '" 
all tho rronsu ry lfill .;ive the] •oppose ~M.Y \t'l.ll have to ta;, i t • 

• 
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AA4ltloD&l Coaaoatl 

A 2-J/8~ boat voul4 bo attract lYe but it woult bo a 4loappolnt~ont 

to the Mrkot ..tlich vanto a 2-1/'4 bout. 1'bo tu4in« topartment 

of their bAnk ba t a number of buTinc ortora on hant tor a new 

2-1/2' bonA but they belieYe their cuatomora ml~t cool ott on a 

2-J/ Sf> bon4. '!'hey recoU~eD<I. a 2-1/21. bonA which will co to tho 

people that tho \'roaoU%7 """ta thea to co to. 

• 
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TREASURY DEPARTMENT 233 • 
kNI~ COMINNJCA~ 

IMft Oct.Gbezo 7. 1941 

TO ~11oraeaa.• - I , H. Jl.ldlq 

ZIIINU l'lMISI!l 

~ M!\111'1\l ~ Prob, b• PE!I!1!P 
].,.w 6 7"!U''! 1.24 lDl, l6 1 pt, l6/J2 

(lD/1.5/47) 1.26 101, 12 1 pt. l2/J2 

6 ""' 8 ..... 1, )S lDl. 1 poin\ 
(6/l5/48) 1.)7 100,28 28/32:xb 

' 6- 8 ""' 
1, )4 100. '9 '9/J'bm 

(1947-49) 1. )6 100.25 25/)2Dda 

~ lD -12 )' 1.114 lDl,1f 1 pt. lS~ 
(l9SJ.,.5) 1. 86 101.10 1 pt . 10 )2 

l2 7"' • 1, 86 101,l6 1 pt . ~)2 
(19S)) 1,88 101,9 1 pt. 9 )2 

2-1/1,$ 15- 17 ) ' 2 .14 101. 13 1 pt. 1~2 
(19S6- S8 2 .16 101. 5 1 pt. 5 )2 

2-3/8% 19 - 22 7'"· 2.24 102, ) 2 pte, ~2 
(1960-6)) 2,26 101.25 1 " .25 )2 

20 _ 2) r · 2.27 101.22 1 pt.. 22/J2 
(1~ 2.'9 101.12 1 pt., 12/32 

2-1/'2/. 27 - )2 )' 2.40 102, 2 poidt.l 
(1968-73 2.42 101. 19 1 pt. 19/J2 

28 - 30 f·· 2.40 102,1 2 pto, 1/,)2 / (1969-71 2.42 101.20 1 pt. 20/32 

28- )) 7'"· 2.41 101.27 1 pt. 27/J2 
( 1969-74) 2.4) 101.1) 1 pt.. 1)/)2 

'9 - )4 )' 2,42 101.22 1 pt. ~)2 
(19'70-75 2 ,44 101. 8 1 pt. 8 2 

)0 - 35 ) ' 2. 4) 101, 17 1 pt. ~2 
(1971--76 2.45 101,2 1 pt. )2 
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TRIEASURY DEPARTMIENT 

.. IWMOIIPICa CCI RIUIICA~ 

.... .,. on' 7, 1941 

seCJ'ftu7~ )tOO P.X. 

"' - W, II, a.dl. 

m ••tm m e G'!' 

~ 11 ?P1tr J1dl Probe Prioe ...... 
2-)/f$ l8..ao 71'8• 2-a) 102. 4 2 pta, 4/J2 

(1~) 2.2S 101.2S 1 pt. 2S/'Jl 

]..8..21 ,.. • • 2.24 102, 2 po1aW 
(1~) 2.26 101.22 1 ~. 22/)2 

• 19-21 Jl'8o 2.2S 101,)0 1 pt. )0/12 
(1~) 2.27 101,19 1 pt, 19/'Jl 

19-22 71'•· 2,26 101, 2S 1 pt, 2S/)2 
(~)) 2, 28 101,14 1 pt. 14/32 

:2()..12 F•• 2 , 27 101. 22 1 pt . 22/)2 
(1961...6)) 2 ,29 101.12 1 ~. 12/)2 

2Q....a3 71'8• 2,28 101.17 1~. 1~2 
(1961...64) 2,)0 101~7 l pt. 7 2 

2-l/2'/o 26-)1 71'8• 2.38 102, 10 2 pta,~ 
(1967-72) 2,1.0 101, )0 ~ pt, )0 )2 

27-)2 71'•• 2.~ 102. 2 po1DW 
(1968-7)) 2.42 101.19 1 pt, 19/)2 

28-)0 71'•· 2,1,0 102, 1 2 pta, 1/)2 
(1969- 71) 2.42 101.20 1 ~. 20/12 

28-)) 71'8• 2.41 101.27 1 ~. 27/)2 
(1969-74) 2, 4) 101. 13 1 pt. lJ/)2 

29-)4 71'•· 2.42 101. 22 1 pt • 22/)2 
(1970-?S) 2,44 101,8 1 ~. 8/)2 

)0-)S ;rn. 2,4) 101.17 1 ~. ~)2 
(1971-76) 2.4S 101,2 1 ~. 2 

25-)0 71'8• 2 , )6 102,20 2 pta, ~2 
(1966-71) 2. )8 102, 8 2 pta, 2 
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Ootobor 7 , 1941 

In view o!' the enontous amount of !'inanoin,!; the.t the Treasury 

m ll ~ve to do in the next few years , it is oaoontial to romule.te a s 

SQOn a.a !lOStible a lon;-time pol icy in r o.:;e.rd to t r.o ohAr Actor of the 

debt a t rue turo thtlt it is pro?osed to build a.nd. tho interes t r&tes at 

.. Jon the fUnds ehould be obtained , 

: ·onot&Y-J ; ollcJ, at t.'!.is tl::.e, i s closely related to t..nt! do­

: endent on t ho flnanolno policy o!: t he TTouury . Both should be related 

to t he ;ov• rnoont•a r;onoral pro.:r a.:u to fi&)lt lnl'lati on. By Itself ::one-

tary acti on oe.n aeconpllsh little, but it can play an i.cporta:lt part in 

a ~onor~l pro~&m pursued by the Government ln all fiolde . 

Tho followin<; ob•erv&tions aro prooontod for consideration 

"ith ~ viOYr to ho.vlnt; the mothod of Tr easury f1JW.no1n& contribute to t ho 

Aeniov~ent Of the conor&l objective of pr ovontin& inflation, 

In tho l Jn~ run it will not bo in t ho ?Ublic interest, and con-

st:poetly not in the interest or the 'i'r ea aury, which represents the pu'bllc , 

t: 'bt&1n tu.::da at rates so lcnr as to lead. to aorioua conaequences in other 

r:olda . ., rato on open-carkot offori n<;o th~t 11 too low Tlill have t!le 

orroct o!' cU acourabin.G pu::roh~&.ses by individuals, insurance conpanies , trusts , 

endO".T.:Ionts , and educational and philanthropic 1nat1tut1ona . The;t ?.1.11 suffer 

rro~ tho lcwt re.to s on their holdinss or Governmont ' a and will tend to aook 

ootlote in othor eocuritie• or to hold their funda idle . On tho othe r hand, 

ban~s , h&v-tn_; a. l a.rge supply o!' idle runda , will tond to buy c ore Goverr.tPent 
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100urit1u in orcler to -.Ito up iD TOl,.. ot holclilljll tor tho cleolino iD 

ratot ancl to ll&btt.in ot.rningo at a lo.,.l ou1't1oiont to aoot upouoo 

orul eli Ticlollclo . 

AllcoriD& ratoo to r;o too low, thorotoro, woulcl work ar;ainat 

tho purpooo ot tho Troaaury to tillanoo tho maxl.aDI pouiblo aaount ot 

ito roquiromonto U>roup ot.loa ot aoouritioa to othoro than •-roit.l 

l>ODka• ao b ·rato r;ooo cl01r11 otboro rill b>q l ou t.D4 banb rlll buT 

IIOl'o OOYo,.,.nt oeouritioo. Suoh puroht.ooo rill onll tho alroact;r c ­

ouoin '001_. ot clopooi to. tho clopooito oo oroatocl will, iD t.trn, aclcl 

tc tho bu;rl.ng powr proooing on tho lill1tod t.liOUnt ot cood.o t..Ulal>lo, 

Thoy will bo an intla tioll&ry tao tor . 

Exoopt tor tho raot that oaloo ot ooour1tioo to banko roqu1ro 

intoroot payaento and clo not inorouo but rather utiliao bank rooorToo, 

tho procooo ot fi"""•inr; clofcoo or •r U>rou&h tho oalo ot GoTe..-nt 

obU~atiou to tho banko ht.o tho -· eoo.-io ottooto ao till&JlOinr; 

thrw&l> tho printinr; prooo, In o1 thor ot.oo tiooal uoclo aro aot bJ tho 

creation ot now aoDO)' rather than bJ tho uoo ot aonoy alroact;r 111 oxiotonco. 

!oth oouraea ot a.otiOD are 1Dtlatioary. 

Bxp•riaoe lhawa that in.tla t1oza, aa14• traa 1 ta other •ooDl:Aio, 

financial ancl ooo1t.l oonooquoDOoo, rooul to in a rapid. rilo in intoroot 

r&tu, 11YvJ1ntlt.tion in hiotory bao boon aooompt.nio4 by high, •-•timoo 

by tantutio ratoo ot intoroot. Whon tho n luo ot monoy 11 ahriDkinr;, wbon 

tho aaount ot ,ooclo a <Iollar rill buy io cleolininr;, holcloro ot mon.y aro 

•cor to oxoht.n'o it tor 1anc1 or cooclo, but aro roluotant to lollcl it, tor 
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t ... r that tho bu.TiD& powr or tho pr1Do1pe.l •111 deolu.. Othero .... 

,.,,,. to borrow in order to coDYert the prooee4e l nto r•l -.l.u••• When 

loadort uo reluot&nt and borrowro •pr, a rho 1a 1ntoroot ratoo 1o 

inert tablt. 

'l'ho oxtraord1zar1l:r 1""' ;riol4o that pro,...il i n tho p rnt th1o 

outuaD woro brQOICht about larpl:r by bank pW"obaooo and oould probobl:r 

not bo ouotai,.d without contiJWOd l ar, e-ooalo bank pe.rt1c1pe.t1on. 'l'o 

capitaihl OD tho protont i01r l nel or lOJI&~tiaO )'ioldt would tend to 

contlll\lt the tpi:N.l ot l GtNr r&We, mor e 'ba.nk pw-oh.asea, aore ~oney, 

ot1ll lowor ratoo, and ultiB.toly, u 1ntlt.t1on prououoo, a tharp 

rho in ratoo and a onere drop 1D tho prioo ot all t1xo4 1Dtoroot­

boari"i obl1gat1on.o, 1nolu41ag Goftr=~nt ooour1t1oa. 

rr••ur:r t rom a turthor 1.-

tria& or tbt ooupon rate on 1-c bond• to be iatued now, the!"tfore, 

•ould bt o~ a tcport.ry ,..'riDl; which WCNld in all prcbob1l1 ty r ooul t 

in uoator di.tticultiet and auob bipr oooto tor 'l'roaonr:r ti"""'oias 1D 

tbo not tee diotlllat tuturo. It would alto inoroaoo tho riok ot tubject­

~ tho oountry to otbOI' oooaoquoDOot ot inflation. 

On tho otbor ho.Dd, tho ooleotion D Oll' or a ouetain&blo rate to 

co110tituto tho core ot a pattern ot rata• 110\lld otab111u tho ait,.tion, 

facilitate tho <lo•olo~nt of a program of orodit oontrol, and holp to 

••oid uno dittioul tioo 1D month a and year• to o ..... 

• ' 
• 
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!!l~Jr: 

Leo 
Crowley: 

HMJr: 

C: 

HMJr: 

C: 

~Jr: 

C: 

'!J:Jr: 

C: 

:n~Jr: 

C: 

!il~Jr: 

Rallo. 

Rallo, }lr. Secretary. 

Leo •.•.. 

Yeah. 

Oc tober 7, 1941 
2:05 p .m. 

••••• when I sew Marrin t r, I told hlm Just 
what I was going to aay •.••• 

Yeah. 

238 

•.••. intimated I'd heard by t he grapevine 
eo he said, "Well,' he sai d , he'd dleoues;d 
thie thing With the President a year ago, end 
then he brought it up agcin three months ago. 
The President wanted them to do some buildlng 
there. So I said, ••oell, I don't know. The 
President never discussed i t with me.• But I 
said, "I've got an interest in both agencies, 
Marriner. Before you take any serioue movee, 
I wieh you'd please talk to me.• 

The t 1 s right. 

I sa i d , "I'm interested. ' And I ea i d , •or course, 
I know there's nothing to tble, but, • I said, 'the 
gossi p has it that you want to get i t in the 
building and the next thlng you want to ewallow 
them up . • 

That's right. 

So he said ' Oh that's - 70u couldn't do that I I . I 
without legislation. • I said, · ~ell , now, ~on t 
go any further without tiret talking to me. 

Fine. 'iell, that will likely etoo the whole 
thing now. 

So he said, '"Nell, • ond I said, •Nol' listen, 
Marriner, don't tell me that the President with 

• 
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0: 

HMJr: 

C: 

!D!Jr : 

C: 

lD!Jr: 

C: 

HMJr: 

- 2 -

tYei'Jth1ng he'• got on h11 aind ie interested 
in th1a.• Bo I think thlt - well, a t leaet if 
he'• going to do an7th1ng - eo he eaid, "Well, 
th11 ia a bad t1ae to bU114 with prioritiee and 
evef'7th1ng.• So I eaid, •no you want to eell 
the piece of pr opert7' I tOld it to 70u originally. 
I 111 bU7 it baclt. • 

That'• right. 

So he eaid, "Jo, I don't want to tell it.• So 
he eaid, "But I euppoee with prioritiee we 
couldn't get the etee1.• I eaid, "I ' • eure 
70u can't.• 

Well, that's the beet Wl7 to l eeve it, but if 
he .ante to eell the propert7, Why you bU7 it. 

I off ered to bU7 it. 

Pine. And then if we have to do eometh1ng some­
time, wh7 we'll do it together. 

You bet. 

All right. Thanks. 

Good-bye. 

-,~·- ,'$' * .: . - ' - .. , ' . . . -.- .... . -. 
• •' "..J 

'· ' ' ; ... ·~ 
- .. ·-

'·-' 

• \ 
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it'MJr: 

L~wi& 
Dougl as : 

m.:Jr: 

D: 

=': 
f!J-:Jr: 

0 : 

HI~Jr: 

[) : 

HHJr: 

0: 

:.r!J r: 

D: 

h1~Jr: 

D: 

H!.Jr : 

D: 

l!HJr: 

24.0 

October 7, 1941 
2:15 p.m. 

Hello, Lew, how are you? 

All ri¥ht, thank you. How a re you? Henry, 
I didn t mention Saturday morn i ng, because 
I hadn't read the newapaper or your narrow 
escape . 

Well •.... 

Gee, I was terribly shocked when I r ead about 
1t. 

That's all right. 

I'm glad it wasn't Jus t a halt an inch l ower. 

You and me both. 

Oh, boy. 

It would have cos t you some money. 

Tha t was a terribly shocki ng t hing. 

Lewla. 

Yea. 

I t would have coat you aome money. 

I dldn': know t hat. 

I've go t a oollcy with you. 

Have you? (Laughs) Ob, well, it woul d have 
coat me more than t hat , Henry. 

Yeah. 

'ile're awfully glad , but I was shocked at the 
cl oseneee or it. 

Well, 1t was pret ty close. 

• 
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HJ!Jr : 

D: 

I!MJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

IIMJr: 

D: 

IIMJr : 

D: 

HMJr: 

D: 

IIMJr: 

D: 

IIMJr : 

D: 
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Ve17. 

Thank 10u. Lew, now b&Yt rou had an1 time to 
tb1nk OYer tbie tinanoi ngt I'Ye giYen out on 
the tlaker that we're SOing to borrow a billion 
twe ~ed million new montJ •.... 

1'••· 
•.•. • aal lt'• 101na to bt a long bond ••... 

Yee •• 

••••• ao 1t geta down now to a coupon. 

Yt1. 

!bat'e the t1tuat1on at ot tb.ie etternoon'. 

Well, wben 70u ta7 lone, 70u mean up t o twentJ­
t wen" •...• 

Well, the ~DI reete ae between two and three 
eightht an4 two and a halt. 

Ub huh. 

Tbat'e where the e1tuati on ie. 

I •••· Well, obYi ouely, Henr7, rou know that 
we would rather baYe the two and a halt than 
two and three eightha. 

Oh, would rout 

Yee, I think to, Benr7. 

I eat. 

Noy, I think that our appetite t or that would 
bt- I don't think that we can get it on eub­
aor1ption. 

Yet. 

But I think our appetite t or it would be somewhere 

• \ 
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between twtntJ and twent,y-ti•t a1llion. 

Vall, that'• a lot. 

D: Y .. , tllat 11 a lot. 

HMJr: How would ,your appetite be on two and three 
tisbthtt 

D: Well, I don't think 1t would be qui tt ae 
great, Rtftl'7, but it would etUl be UI'J 
aubatantlal. 

HMJr: I •••· You'd atUl be a little lwngi'J' 

D: 

HMJr: 

D: 

HMJr: 

D: 

IIMJr: 

D: 

Yet, air. 

(LaUCh•) 

(L&qha) 

Well, I 1a going to keep ,you hungr,y until 
'ftlurada,y night, an:ywa,y. 

Well, we'll be hungr,y until Thureda,y night. 

All right. 

Don 1 t vorr,y about tllat . 

HMJr: Vall, it 1 a down to tllat and we'•e oroeeed thtte 
•arioua bridget ; and I wanted to know a little 
bit aort of where I ttood until I talked to 
,you, that'• whJ I poatpontd oall1ng ,you. 

D: 

IIMJr : 

D: 

Yea. Well, Henr,y, on the two and a halt we 
would take probabl,y twent,y-t1•t a1ll1on. 

I tee. 

It we oould get it. 

IDIJ r : Yt a. And •• ••• 

D: At two and a llalt, I would think tllat 1t would -
the iaaue would be telling at a praa1ua ot 

I 
--

' -
' . 

• ' ' ', (f • 

·- '. "'" ·:... :• 

• ' 
• 
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HXJr: 

D: 

IIMJr : 

D: 

Hl!Jr: 

D: 

- 4-

between a lwn41'ed and two and a hundred and 
tbree. 

Ia tbat r1sht' 

I ebol&ld think eo. 

Yeah. 

fbat 1e1 a&J, 1t the aatur1t7 wee eo•ewher e 
aroWid 70. 

Yeah. 

Do 70u eee what I •ean' 
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HXJr: I tollow 7ou. I'• lhten1n&. 

D: 

IIMJr: 

D: 

Hl!Jr: 

D: 

IIMJr: 

D: 

IDIJr: 

D: 

HMJr: 

D: 

IIMJr: 

Are JOU go1ng to put out an7 abort •••• • 

Ro, we're go1ng to •Ike 1t one leeue. 

One 1uue7 

One 1eeue. 

Well, I'• - pereonallJ, I'• glad to aee 70u 
do lt. 

llood. 

Our tellowe here telt tbat lt •lgbt be ad­
Ylaable to a pll t 1 t ••••• 

Ro, I tell JOU, Lew • •• • . 

••••• e1zt7-tort7, but I'• avtull7 glad to eee 
70u1 re reaohlng out 1nto the dlttanoe. 

!be ooWitr,'• got to get ueed to theee blg 
1eeuee. !be7 algbt Juet at well get ueed to 
1t now. 

I acree wlth JOU, HeDrJI and I think 1t wlll 
ao. 
Oood. • 
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RMJr: 

II: 

HMJr: 

II: 

RMJr: 

II: 

RMJr: 

Ill 

HMJr: 

II: 

RMJr: 

II: 

HliJr: 

II: 

RMJr: 

II: 

HXJr : 

II: 

- 5-

I woal4 - of oo.ree, 10u un4ere'-D4 ReDPJ 
I'• t1'71111 to be •• obJeoU•e ae po~elble.: ••• 

I lulow. • 

But •.••. 

You'•• lOt JOur own bue1neee. 

••••• I aaJ be preJu41oe4 1n till I, ..,:t ~:._ . 
thilllt the two an4 a balf wolll4 pro.._.....,.. 
better t11a11 the two an4 three e11)1the. 

Well, that'• the thiq I'.,. tot to 4eo1~w1~ 
the nezt twentJ-four IIDure. 

Ae I ~, JOU 1 Ye lOt to bear 1n al.nd *t JOU 
.., - JOU ouct~t to perhape 41eoount 'llba' I ..,. 
R1&ht. Well, Lew, thalllt JOUI and doll 1 \ f~~r~tt, 
1f JOU lhollld '" lire. Purna, plea•• ll.,. tler 
., beet. · 

"DPJ, I eaw her 111&.7 

Oh, JOU eaw her 1e1terd&Jt 

Iee. 

Ill. • AD4 I sa•e her JOur lo•e. 

Iee. Row 11 ehet 

ehe ~kl 10 eaall •.•.. 

• Oh, RIDPJ, lht 1 I -

Oh, I 1a IOPJ7. 

•• • •• and eo torlorn •.... 

Oh, I'a IOPPJ. 

4 lonelJ, an4 lhe broke down oo~letelJ •.•. . an eo 
Jtlter4aJ. 
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llliJr: 

D: 

!lliJr: 

D: 

HMJr : 

D: 

llliJr: 

D: 

llliJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr : 

D: 

llliJr : 

D: 

HMJr: 

D: 

HMJr: 

D: 

- 6 -

Oh, I 1 a eo1'1'7. 

Well, • th111k 1t wae sood t or htr. 
Well ••••• 

BeOtuee abe'• a rather rtetraintd pereon, 
JOU lr.now. 

Yeah, I know, Yer,. 

And I ~ink 1 t pn btr an opport un1t7 to 
s•t a little rtliet. 

Doee the bo7 l1Ye at hoat? 
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•o, be'• in eohool - at Blebop'a College­
that' • tor~ or t1tt7 a1lu t outh or Montreal. 

Ie lht there all alone? 

And ebe hae been up 1n tbt aounta1ne ••..• 

Oh. 

• • ••• w1 th thole JngU eh ob1ldren •••.• 

Ob, Wtll, that'e •.••• 

••••• at ber aother 'e. 

Ob, ber aotber. 

Y ... 

I eee. 

But ehe ••• 1n Montreal Jeeterd&J, and ebe 'e 
golna to be in Montreal tb11 Wttlr.. 

I eee. 

Sbe'e a darling person, HenrJ. 

Yea, abe ie. 

Ob, ehe '• a lo•elJ pereon. 

• ' 
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HMJr: 

D: 

lllCJr: 

D: 

lllCJr: 

D: 

IDCJr: 

D: 

HMJr: 

D: 

llliJr: 

D: 

llliJr: 

D: 

HMJr: 

D: 

BliJr: 

D: 

RMJr: 

- 7 -

ree, ebe 1e. 

'ftle7 wne a poea1: oouple. 

'l'ballk 7011, Lew. 

Reft1'7, one 801'e quee1:1on. 

neaee. 

I'n deo1ded tbat I'd lUe "''1'7 auOh to bt 
belptul 1n tb1e Bu1nce Bond PJ'OCI'U· 

Oood. P1ne. !bat'e cood neve. 

And I '• 101111 to bt down 1n Wub111&1:on next 
week on 11'1417, and I wondll'td 1t l oould 
drop 1n and ••• 7011. 

'ftlll ... It, 

Jo, 11: v1ll bt a week troa Pr14aJ. 

Ooab, Lew, next wee~'e a 11tet1ae, but I'll 
aalte a note ot 1~. 

All r1cht. 

And I'll oa1l 7011 tbe 4a7 betore. 
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nne, Rtft1'7. I'd lo..,. to 41eouu eoae thins• 
vUb 7011. 

Well, I'll oall 7011 tbt 417 betore. 

P1ne. 

But - I don't ltnow bow 7011 worlt, but tbat'e a 
11teU••· 

I ltDov 1t u. 
Well, I tell 7011 wbat I'a C01ng to do. I'a 
101111 to put 7011 down tentat1Yel7 tor ten-
tb11'1:7· 
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D: 

Bl!Jr: 

D: 

Bl!Jr: 

D: 

Bl!Jr: 

D: 

RXJr: 

- 8 -

ror ten-thlrt)'. 

ror rr14a7 a week. 

r1ne, RelU')'. 'l'bank JOU Yer;r IIUoh, and then 
:rou oall 1t ott . Be perteotl:r tree to Juet 
k1nk ae around an:r old plaoe. 

Well, I won't do that; but that sou both 
w•:r•. 

All rlpu;. 

Oka;r. 

Oood-b;re, BelU')'. 

Oood-b;ra. 
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O.tow '• lMl 

'it a.... I&Pe • Plan 11• 

lAw Doaglu tollo M that he ... 

1ou, whhh r•' .. e .. that I wo1114 •wr 
auoh llke to ba•o • ,..a plet.Po ot 
irthv. 

I t 7011 plea at 1UJ tiM to , ... to 
e1 thor ... York OJ' •ohlq\011l I lt.epe tbat 
1ou wlll let .. bow eo tliat eaa oall oil 
you. I thlu of JW• otto. 

lOIIJ'e al.llOOI'Iq 1 

(Bl&nedl .lle"'7 llorgenthr.u, Jr . 

lire. .lJ'thv 8. Planh , 
1020 Plllo boauo, 
llontroal, 
l'ro'l'lnoe of Qu\oo, 
eanaaa. 
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HMJr: 

Ooera tor: 

ffi!Jr: 

O'Oera t or: 

!lJ.!Jr: 

Norun 
Tho!t1)80n: 

tw.Jr: 

T: 

Hl~Jr: 

T: 

T: 

T: 

T: 

Norman Thomoaon. 

October 7, 1941 
2:25 o.m. 

Right. He's not in hie own ottice. I ' ll 
find him in just a moment. 

Hello. 

Mr. Thompson. Go ahead. 

Norman •• •• . 

'lee, ai r. 

24.9 

Pleaee look i nto the statue ot Harry White's 
Civil Service. 

'lee, we're taking care ot tha t, !l.r. Secretary. 
We keot him on as Director ot Monetary Research 
eo that he could get his Civil Service. 

Well, I'd l ike to have an U?-to-the-mlnute 
report . 

Yes, sir. 

'11111 you &1 ve it to me '01 thin ~he next day 
or two? 

'lea, s ir. 

An up-to-tne- minute reJOrt. 

Okay. 

Thank you. 

Righto. 

-
• 
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HMJr: 

Har17 
Hopkin a: 

KMJr: 

H: 

lello. 

leDJT. 

'l'bU 1 I 117 naae. 

Ootober 7, 1941 
21)5 P·•· 

'l'b11 11 Barrr. Bow are rout 
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KMJr: I '• t1ne. Bow are rou all t 

H: 

IIMJr: 

H: 

IIMJr: 

H: 

KMJr: 

H: 

IIY.Jr: 

H: 

KMJr: 

H: 

IIMJr: 

H: 

IIMJr: 

Well, I aaw a p1otura or r ou 1n tba paper and 
rou look prattr good. 

Wben - dld rou ••• tba p1oture 1n the United 
8tatea DaU7 or rou and 111 1n an auto11ob1let 

lo. 

Well, 1t'e a p1otura or rou and •• - 117 
dr1Y1ft8 rou eoaawbere. 

Uh bub. 

And I a wear, I oan 1 t ra11e111ber when 1 t wae. 
It 11uat b&Ye been reara ago. 

It algbt ban been up at rour tar~~. 

You look JOUftS and bandao11a. 

(LaUCh•) Bow long ago waa 1 tt 

Wall , 1t doean't ••1· It'• 1n United Statee 
DaU7. 

I aaan, bow long ago wae the United Statee 
Da1l7t 

Juat out raaterdaJ. 

Wall , I'a go1ns to get 1t and ••• 1! I oan 
plaoe 1t. 

Yeab. 

I 
.- ·~-s 

-- ' . . ' -· . ,, 
' . . 

• ' 

I 
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R: 

RMJr: 

R: 

RMJr: 

H: 

RMJr: 

R: 

IIMJr: 

H: 

HMJr : 

H: 

IIMJr: 

H: 

IIMJr: 

R: 

IIMJr: 

H: 

IIMJr: 

H: 

IIMJr: 

251. 

- 2 -

HeiU')' •• •• • 

Yeah: 

• • •• • I'•• got a aeetlng ot tbat &tatt Board 
thle afternoon and I'•• been notltled about 
a aeetlng oYer at HUll'• ottloe. 

Y ... 

Do JOU thlnlt I eboUld oanoel tbe Statt Boardt 

Vell, bere'e - I got thle notloe troa the 
Pr .. ldent l'rlda7, tba t JOU, Bull and I ebould 
eetUe thle Ru .. 1an thing. 

Well, vbat - JOU a ean on tbe aone7t 

!be aoneJ. 

Yeab. 

So I got tbe notloe JeeterdaJ trom Hull, 
a eking . .... 

Well, that'• nry important. 

And Jeese' a golng to be there. It's tbe 
whole Rueelan tlnanolal thing. 

Yeab. Well , I'a golng to oanoel the Statt 
thing. 

Vbatt 

!hat 1 • tar aore laportant tban golng ••... 

Wel l , lt ' e- at leaet lt'• more 1aa1nent. 

Ob, bell. 

Vbatt 

Ob, I aboUld uy eo. 

Olt&)'t 

• \ 

• 

Regraded Unclassified



- 3-

B: All 1'11bt, Old boJ. 

HNJr: 1 111 be . eee1ng JOU. 

H: Yeah. Good-bu • 

• 

• Regraded Unclassified



Oct.ober ? , 1941. 

!!p!awmuJI FOR THE SECRETARY'S FILES 

The Finance lliniater ot llexico, 11r. Suaret, called on 
the Secre tary at 3 o'clock, Oct.ober 6, 1941. 

Present: llr. Najera, Mexican A&baaaaclor 
llr. Suarea 
llr. llonterca 
Ur. Col 1 •do 
llesora . Bell and llhita 

llr. Suaret expressed t he gratitude ot hie GoYen.ent 
tor Secretary llorgenthau• a a)lll>athet1c cooperation. 

253 

He presented to Secretary llorgenthau a doCUIIlent contain­
ing aut.hori t:y tor llr. llonterca t.o sign the AgreeMnt for the 
Bank ot llexico. The Secret&r;y atatod t.hat it waa hio under­
atandins that all the papers were to be aignod on Oct.ober 12th. 

llr. Suaret said he would like t.o discuss the que at ion ot 
repatriating the llexican GOYernaent •e bonde held by the British. 
The Secreter;y auggeeted that llr. Tillite discuu this matter with 
llia and bri,. in a report. llr. Suarez also atatad he would 
like t o leun sa.thing about our ""thod ot handling frcsen 
t'ande. The Secreter;y eaid that llr. Bell would •ke an appoint­
aent wi t.h ltr. Foley who would be slad to explain all about our 
adlainia't.rat.ion ot tro~;en f'unclll. 

The Secret&r;y in'fit.ed t.he llexicane for lunch on Thursday. 
· Th'7 accepted wit.h t.banka . 

• 
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~ IJII)rpatt= nr'••n.! t~~at t.be hea<.s.a bod a.u1poc~ to t~~at 
grollp t.1wo MepoDI1biUt)- for dea!d<nc tbt ca-auoo r.u.ct br t.be Britiah 
TreUUrTin. --- laft 111t4 8earetaT llol'pntbtll about ten~ JIN-
rlo..a}T. Tbt fra tbt Brlt.Uil ~ et.atecl t.bat NIWICT!el 
arr~ be1Jic _. h' 111 tbt Brl\Uh Oo•••-• &llll!ba.M1a npr<lill& 
~be ti,..,oi"C of ~ to lluai.a i.Dcl.uded pr<>YUion t.bata 

(a) II) pel'Caftt of tbt nport bele"'O of obill.an euppliee ca!.Jic ~ 
the etel'linc ana to Ruaeia e'-1.4 be pqabla in sold or ite PQUinJ.ea, 
and 

(b) .militA:"T euppUee tJoucbt for dollAre in the 11111ted Stetee Willer 
pre-IAnd-LMM oont.raote oholll.d be pe1d for in sold or ite eqlliftl.ent, 

The llrit.ie b Ooft..-nt nquetecl tlw new of tbt u. s. OoYwuwn to 
su.:h arrans-nte , ~ llol'pntllall bod Mfel'l'eCl tbt.Jnqllir7 to tbt 
Preeid.nt &lid tbt Preei.s.nt bed. aeloe4 Seore~ llol'p--.. .to tea up tbe 
atter w1t4 ~ abo'fW oab1Det ....._.. &llll Jlr, IJOpkine, 

.t.fter IC.. cli-eioD it wae 11!!11"'-}T acreecl bJ tboM preMnt tbtta 

(l} lftl')'t.b1Dc lbould be dom to faoWtete tbt np1.cl ezport.ettoD of 
DMded .... poo4a to 1111H1aJ 

(2} t11at oOIIp'MAollal op1D1oD m,~at be Ullfnorabla ehould it "l'''MM' 
t.bat Oree.t BrlWA _, be1nc pe1d in sold for - ot t.1wo eoocle it 
elaippecl to Rallia 1lll1lAI tbt tad.tecl State• wae aett.i"C - tor eoocle 
it MlltJ 

(.3} t.beMtcn, that tbt beat~ -u4 be to 1Dt0111 tbt 81'1\Uh 
t.~wot t.be u. s. ~ bod "" objeot1oo to 8rit.1ab raoai'fiDs aold 
for tbt nportat10D ot a cl1ts.ae 1D both oatapr1.ae ratel'l'eCl to 
.PI'O"Iidecl tbata 

Copiea toa 
Seerataz7 111111 
Seerataz7 ,_. 
llr. llopldDe 
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(a) DOt 8Dn the $100 wnuoa wu Neeift4, Ulll. 

(b) tor nwT- (ficvatiw]T 81111k1Dc) ot col4 pa14 to 
t.he BriU.b ~ t.be l!uaiaM the lat.t.er •01114 eel>ll ., equ1 
•oant. to t.he '-'1o11u tor &oooU ebipped traotbe lJIIit.ecl ....... 

It. ..... turt.ber acr-d tbat SeonltezT llorpnt.blu lbov.l4 10 illtWIIa ._. 
Br1 t.iab ot t.h1e ~ieioa, 8Dd eboal4 alao 1Dt0111 tile l!ueiau 11r •• ·­
na to 1Dt- the I'Nei.clat. ' ' • 1" •-. 

llr • llopkiu tb• ~t.ecl tbe apiDioa ot the P""'P oa t.be dedrlb111• 
of ut.111•1Dc IAII4-Leue 1'laiU to ,.._ ebipMDt.l ot - uterial to 
Bnasl&. !be n-1nc be propo .. d -.lei. bepll after Ccqreee bed deteaW 
on •llldi:MDt, wbiob ll:r, B z' !no upeot.ecl would be ottered, Jl&'<)hlb1t1Dc tbt 
use of IAII4-Leue 1'all4e tor -- to l!ueiao !be ooat..plat.ed ~ 
of t.bl tiD&DoiDC.,... J.GDc-t.en loau at 3 peroeot 1Dt.ere~t. It ..... 
unanillou.t]T &p'MCI Ulat the beet n.T to .tiftllloe ab1Jact.l of uteriala to 
Ruu1a llppMred to be aDder IAII4-Laue u 011.tJ.1ned liT llr, Bopk1na , 

Sir o.rald ()apbell, Aot.iDc Britiab AabuiAdor, Ulll. Jlr, ~. tile 
Britl&b Fi.DADOial. Attaobe, call.ecl GD a.cretary llorpot.beu at h1l nqueet 
at 6alS o'clock tbat atterDOGD. llr, llbite wu wo preeent, SecretarT 
llorgent.beu v-J.tt.ecl to thea t.be clecl&ioa11111oh bed bND arr1ft4 at 1D 
tbe attel'DOGD ooat.......,e, Jlr, s-l"'7 et.lt.ed that be did not tb1DI< there 
nre _.. tban a t• llillioa dclllllll worth ot ....,.U wb1oh tbq blld bollcbt 
troa tile Uldt.ecl Stat. wld.oh tiM!,r ,..... lel>ll'DC to Ru.uia, md t.bet bl 
did not th1Dit tbat t.he total .oct of cocc1e t.bet would tall ill that 
o&t.eccl'J -wt be "'T JArp, Be th<Ncbt t.bet tbq would total .W.tlntial]T 
lAI11 tb&ll $¥)() llilliOD. Secretary ......,u.a alae intcrMCI the Britl&b tbat 
be would. 1nlkoo tbe Bum- ot tbe decieiGDo 

• \ 
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Secret&r7 llorpntha then uloe4 ~ the Jtuaaiulo had oot Jet reapcmded 
to t.he otter wbich be bed ude teo da7B prrt1oual7 to lJu.T cole! .trca t l» 
Ruui&nl !or 1\atura del.1•U7• Be tole! llr, GI'CIIIJko tbet llr. llopldne bee! 
mentioned. tbat at'tcnlocm \bet there wu .... ISO 111111oro worth of "Rr •w-
181• noeclacl b7 the Rwoaialle ~ to be ebippacl at once, llr. GI'CIIIJko 
repliecl be bee! DOt ;r.t receiYicl an annar trGo b1a Oonmaent one! clid not 
know wey, Be otatecl tbet be bacl not known tbara • •• ao .... h •terial 
reaey t o be alll.ppec!, Be otatecl tbet be had aOYaral .UUon clollaro 1n euh 
on band .ora than ... roeeclecl to bu.T tbe lllOWit ot &oocle which be had -
told wu actuall7 uailabla, He atetecl tbat 1n the lllbt ot tbe .,... intor-­
mtion lla woul4 cable bia Goore>"DDIIIrot at cnee with reepect to the oale or cold 
to prorlda the dollaro to bl;r the additional •terill which llr. lioptine 
raterracl to. llr, ~o boped to cat a replr "•1'7 aeon • 
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TO: 

~l': 

'nle Secretary 

Ur . Sulll van 

257 

October 71 1941 . 

At 9 :15 this oorning l'r . Dou.ghton phoned to refresh 
~is momocy as to yeete~•s understllndin,• . He speei!ieallJ' 
inquired it he '118s to call his Comlll:l.ttee together today to poll 
their views on ta.x and Social Securit y l egielation or "het.her 
he should wait until he had heard !roc S.mator Geor ge . I advised 
hirr that t.bere ..,... no agreen.,nt upon this exact roint but I 
t hOURht 1 t would be well to wait until he had heard from tlle 
Sonll tor in rega r d to the Senator 1 s conference w1 t.h tlle Pr<sident 
todAy. 

lie t >en asked our views on the proposed change in 
amortization certification and particularly whether we approved 
t he Senate aoendment. I told hill that tld.a c s a difference of 
opi nion ~tween the An4:f and t;avy o!l ona aide 1M t.be Defense 
Co::ll:lisaion on the other 1 that this problea did not involYe the 
Treasury Departe:ent

1 
and that we neither &!>Proved or disapproved 

t.l:e Sana to aoend:llent. 

Atter again discuss ing tile llil la Kitchen candidacy for 
l.he Custccos Court he stated that be ,.... a!raid he had not oade 1 t 
clear yesterday that he """ at t.he "'hl.te House last week at the 
inv1 U.tion of t he President and not beeauae he hil:ISelf had asked 
for t.be conference . l!e further stated that on t h1nld.ns over what 
had tranepired at the rihite Houae he belieYed the President had 
in mind an Administr ative Amendment Bill rat.her than a rev<nue 
raisin~ bill when he suggested no action until December l st. 

--:n-.s 

• 
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October ? , 1941. 

ro: The Gecretary 

f 'Ol..: l r . Sullivan 

At 10:50 Deputy Cocti!.ssioner l.ooney phoned to tell ::e 
tl•at a J.r . Sha"<'l\essey who is serrlnr under ·:r. Toland, Co<:nsel 
for the Vinaon Investigating Coz:cl.ttee, had asked lW:I to ;o up 
to the Ifill irr.lediately. !:r. J.:ooney said he t~ourht l.r. Shaup~eucy 
had called tl:e lfi'OI'IG party ~.ause t:r . Sullivan of the :1-easury 
t.andled all of these a:atters , and ho referred •:r. S'>~:UJ'Ot>Ssey to 
--. . f. :r.inu• o later :.:r. Toland called C".e anr! a. ked i! I liOuld send 
someon~ rir'>t up in a cab to PO over the profit lW t111[ bill 
=on,·rii)S8t'l'.a.n Vinson Yr8.S to introduce this noon . r t.old hi:u all or 
oor best ron of the Le~slati ve Counsel 13 otfico ·.'"re a•-ay on vaca­
tl•'n but thnt even 1f they were here we would not be "ble to take 3 
oo~i tlon on a bill of linjor importance wit.hin t."o hour . I explalr.cd 
to hl:n that aft~r "e h:ld analy<ed tho bill "o "ould tho.n have to 
ou'>nH our reco::t.,endations t? the Secretary before we wculd be able 
to ofi'1ci3lly anprove or disapprove . ;,e seemed to " "!>reciate the 
oitu!tion nnd said ~.at the Con"t"OesMn M.d not i ntended to intro­
iucc t!\is bill until Thu..-sday l>\lt "" so::~Gone !roo '!'•r.~essee had 
introduced anot!!er profit lilol.ticy bill yesterday, Co~.rressMn 
'inaon t.>1ou ·ht ne would be obll 'ed t:> put hio i.'\ t'ois noon. 

J aske<l t•r . 7oland to tend C8 ll CO!))' of t'te bill ar.d he 
a .. reed to do eo . 

-
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7 on.Mr, lMl 

COo'a1 
259 1l 

IMt.o ..... _ ..... .n,t., \M ~~- ,,.,. oat \he !we .,. 

l. a..t\4r,... a~ t.. -'""' eted - tbe s= ,..,. .rt .. ll' i.ul"-a,.......,_....u.._ , • ..,..._~ 
a "Hm· - ear. • -r.. U ,_ 61\a 'e tllet \be tli«bt t.. 
.....,., JIW ellaU &ihSee \M SIP 'R7 ~ \a. 'fr f) ~~ 

cl.U. ,_ ~- ... \M tu,lat l&ball -"' " ..... It 
'"ru.- u. wa ..,. ... u .,_ .... ,. n s. ....t• to 
ooau- tllle t1.1411', ,.. llball " etdee tbe a= ,.,. ot tbe 'Ire· ., 
Mil ......... a ,_. ....,. ,_ - -=illl ot a eale l.and1a4f, It TOOl 
...,. a ebo&IM el .-1 .up...te, 701& eb&ll uk the .Seoret.ary at 
'*ill> - .. ..u JINI• .. land, 

2, u \be aatetT ot the tlJ#\ a • 'bomterli.DI - IAI1 • 
thv '"' 4Mi.tM M \o 1&bftMr \be fl.icll' t.. eat• or ..-t• oa.aaot 
be 6lt ,,.., ,_. w•••.., aball loe ._ t.be lllallt a """"•· 

L &. WADCIII 

r. 

Cop)' ,.. 'IIIII · -··.., et , .. tlll'"•••-'71 J ... , .... ·- ,...,. ---
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wv90 37 GOVT COLLECT 

UQ CH I CAGO I LL OCT 7 1941 1050A "'' \2 l9 
\', tT7 ro 

TREASURY OII:PT 

HAVE fiNALLY LOCATIO PERSONS WHO KNOW IUffi NGTON WELL. ALL REPO~TS 

A;R(£ THAT HE IS AILE, fRI ENO LY , DIPLOMA TIC , A GOOD AOIIIN ISTRATO~, 

Of UNQUES TI ONED I NTEGRITY AN D HAS I [!N UNi f ORIII LY SUCCESSfUL 

fi•ANCIALLY I N HIS UNDERTAKINGS . GRADUATE Of NORTHWESTERN UNIV ERS ITY 

JACOB VINER 

1213PII. 
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y October 7, 1941 

TO: Secretary Yorgenthau 

From: Mr. Foley. 

At the Inter-departmental meeting on foreign fund 
control held on September 17, 1941, Assistant Secretary of 
State Acheson reported that the Navy Department had received 
from the French authorities at Martinique a request that 
the light cruiser "Emil Bertin" be allowed to proceed to 
drydock for scraping. The French Navy'a first request was 
that she be allowed to proceed to Dakar, to ~ich the llavy 
objected. The second request was that she be allowed to 
go into drydock in Brazil, to 'ftbich the Ne.vy likewise 
objected . It was then suggested that she go to Puerto 
Rico. The Navy Department he.s inquired of the State Depart­
ment whether the Foreign Funds Control will release sufficient 
frozen French funds to cover the cost of drydocking and 
scraping. It was agreed by the Committee that Mr. Acheson 
should inform the Navy Department that this is primarily 
a St ate- Ne.vy problem, that the Treasury assumes it has been 
cleared with the President, and that the request of the 
Navy Department for the r elease of the necessary funds 
should be made to the Treasury in wri t i ng. 

A copy of the letter received frma the Navy Depart­
ment under aate of September 24, 1941, is atte.ched hereto. 
Such letter has been acknowledged but no further reply has 
been made . 

(Initiated) E.H. F. ,Jr . 

-
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Sir: 

NAVY DBPiRMNT 
Washington 

262 

Serial Jo.030413 
(SC) S7/IF28 

September 24, 1941 

The :N&"7 Deput.nt haa reoehwd a requnt tram .t.cbrlnl 
Robert in ll&iotinique Tia the French Naval .t.ttacbl in Washingtoa 
for the dl';rdocldng of the French cl'lliaer EWIL BKR'l'Ili, which 
hes been at ~rtinique since the French collapse, for a routine 
cleaning, acraping and painting of her bottoa. 

The French Naval .&.tt§Ch4 firat suggeated the possibility 
of dr;rdooking at Dakar or Rio de Janeiro, but probabl;r realizing 
the concern of the United States regarding the poaeibility of 
the transportation of the gold from llartinique he haa suggeatsd 
her dr,rdocldng at San Juan, Perto Rioo. 

The Na"7 Department after oonaider&tion of the nrioua 
aspeota of the question eees no valid reason for refusal of 
the request for dr;rdocldn.l!: of the JW:IL BERTIN a San Juan and 
reoommenda that such credits as may be necessary to pay the 
coat thereof be released for thie plll'poae. 

It is understood that an official request will be received 
from the French Embassy through the State Department • 

.&.lthough it is !.possible to state the exact coat of 
drydocking, it will be Mceaaar;r for the French government, prior 
thereto, to deposit with the Navy Working Fund an amount adequate 
to oover the eatilllated cost. 'l'he Navy Department will suggest 
to the French Eabaesy that in the request aubmitted by it, there 
be set forth the exact natlll'e of the work t o be done. Upon 
receipt of that information the Navy Department will then 
determine the 1111ount to be deposited. 

Rnpeotfully, 

I e/ Forreetal 
J.l)(ES FCRREST.f.L 
.t.cting Secretary of the Navy. 

The Honorable 

!he Secretary of the Treasury. 
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upreme Ctntrt of lit U . • •uted Statu "" 
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ROI!OIIrlce ot tho llonorablo Dean ACheson at tho l'llneral Services of the late 
Hr. J\latiee Brandeis on October 7, 1!)41. 
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Jn this 111011mnt ot tarevell to the JUstice , I ohould like to apeak Yory brietJ..r 
ot vbat he has 1111ent in the livoe of a score ot men wo have had the 8%'86t Jo:r and 
the groat fortUM ot serving h1Jn eo 1ntimcltoly aa hie aecretariea. we are the 
fortunate onea, but vbat he has meant to us ia not vary ditterent from vbat he hae 
meant to hundreds of 10""8 IDBn and 1101110n \lllo hD.ve grovn uP under b1e influence, lie 
arc scattered over the countr;r, acme are on the bench, aome arc teachine, some are 
in the practioa of law, some are in the eorv1oe or tho government. But today to 
all or us there ccmea a surge of memorioe. It ia almost 11Dpossible from AIDC1n8 the 
atre.nda or memor;r to select those whlch are moat ei.gnifice.nt 

1 
but there are two 

strand&, I believe, whlch have bean wovan deeply into our 11 vee. 

I need not ea:r how great en 1ntluenea upon ua it was to beg1n our wort. undar 
the SU141ns band of the Justice and to know the brillie.nco or hie mind, but our re­
lationeb1p was tar 110re than thet betveen 70\lll8 men and one of tho greatest and 
::ooat rovared t1suroa ot our tu.e. \/hat sava it lite, vbat gave it endurance wae 
the dapth or attaction libich the ll8n:lth of b1a interest and solicitude tor ua in­
spired, 1!1rougbout thoaa ;rears 110 have brought hill ell of our probleJO& and ell 
our troubloa, and he had til:le for ell of us. In tallc 111th hill the probl""" enawarod 
themselves. A questiOD, a COIIIDent, and tho d1tt1cult1oa began to disappear; the 
droea and ahodd;r besan to appear for vbat 1 t was, and we wondered wbJ' the ""'tter 
bad ever seemed difficult. 

I have talked, over the past twenty yeo.ra, with the JUstice about thdile men. 
I have hoo.rd h1Jn apeak of some achievement or one of us 111 th all the pride and ot 
somo eorrov or d1aappo1ntment of another 111th all tho tenderness of a father speak- ~ 
ine ot b1o eons, Be entered so deeply into our livea because he took us so deeply ' 
into hie, 

1.11e other atre.nd 1n these ""'""'r1es 1e all tho lllOre vivid because of tho times 
in \lllich we have lived. lie are the generation \lllich hae l1 ved durtne end betveen 
two ware. lla hava lived 1n the desart year a ot the hutoan apiri t. lie have l1 ved 
in the barren years of dissolutioncent -- ;reara wileD the cr:r was "What 1s truth?" -­
;reare won men 111 th a little nov found lmavlodge believed thet the;r bad pried into 
the zoain•&pringB Of the human mind and Gpir1 t I and COuld a.Jce nanldnd York fOr e.n::f 
end b;r pla;:r1lle upon ito fears end appetites. 

1.11eoo were 7Mr8 durtne libich we vare 111th the Justice and sav in action b1a 
burntne fa1 th thet the verities to \lllich men had cl\lllg throueh the aaes were 
verities; thet evil never could be sood; thet taleohood was not truth, not oven it 
all the 1neonu1 t:r of science rei teratod it in wave a thet encircled the earth. 

lie have heard h1Jn aa:r allllOst in the worde of st . Paul, ''llb.atooover tb1"68 are 
truo wateoovor thine• are honest, whateoever thinS& are Just, whatsoever thineo 
are ~uro 1 wateoover thingB ere ot good report -- think on theoe thtnea." 

But to hilll truth vas leas than truth unloao it were expounded so that people 
could underotend and believe. Durine those yoara or retreat from reason, hie 
fa1 th in the h~ mind end in the 111ll and capaoi t:r of people to understand end 
sraap the truth never wavered or tired, Jn a time or 110ral end intellectual 
anarcb;r and truetrati011 he handed 011 the groat tradi tion of fa1 th 1n tho mnd and 
Gpirit ot ...... vbich is the faith ot the prophet• and poete, or Socrates , or Lincoln. 

And 10 toda:r wataver dark da:r• TJJJ;f lie ahead, the J::IOl:X>r)" of tho Justice 
11111 be a YOice al\1818 say1ns to us1 "Lift up :fOur hearts! n 

• 
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1'Vo ...... ..,t eourcee or our culture ....., lltbra1a aDd lltllen1-. !Die7 e>Q~Neo 
the intellectual aDd moral ~eea or..... lot often ba,.., theee tvo atreaa of 
1/eatern c1rtl1ut1an been eohappilJ' f'wled ae tlle7 vere in the great an 1111aa w 
....., bidd.1Jis farewell. 

Ilia pursuit of rea.ean aDd hie lo,.., or beallt7 were lltllenic. But Cerl7la 
would ne~ ba,.., eaid of Louie BraMeia vbat ba eaid of Socrates, that Socratae 
vaa "terribl7 at eaee in Zion" . J\lat1ce Branda is found 1 t 1111poeo1ble to ba at 
eaae in Z1an. The moral law vaa a seed. ibat vaa h1a Hebraic sift. It 8&'"' 
h1m ceaaeleaa atr1 Tins for perfect ion, 1 t alao save h1lll 1Dner hariDoll,y. 

To epeak adequatel7 of our trlend thooe of kindred stature IIIWit apeak for 
ua. A Qreek haa e:x;preeoed the ei8D1f1cance of departed graatoeae: 

'"Die 11bole earth io the sepulchre of f11110ua IIIMl; and their 1tor7 ia not 
gravl!lll CDl7 CD atone O'"'r their nat1,.., earth, but u,..,. CD far • ...,., without 
'lieible a,mbol1 VOYen into the etutr of other men'• l1,..,e, l'or ua nov it 
~ to rival vbat the7 ba,.., dona aDd, lalov1n8 the secret or bappineu 
to bo t:reedaa l!llld the aooret or treedaa a bra,.., baart, not 1417 to atand 
aatdo." 

~e quali t7 of the lite to 'llhloh we J>&7 reverence Be brew prophets ba,.., tore­
told v1th &CCur&C7: 

'"lb" lav or truth vaa 1n hie mouth, aDd 1.1111'i8htaouan88a vaa not found 1n 
hie l1pe: he vaJ..ked v1th me 1n p10ace and oqu1t 7 1 and did turn~ avq 
traa 1n1qu1t7. • 

••••••••••••••• 
''Bohold, a k1n8 abal1 reisn 1n r1ghtaouaneae, aDd princeo eball rule in 

J \ld8llll!lllt. 

"And a 1111111 eball be ao an h1din8 place trao. the v1nd, and a covert tr0111 
~e.~.,!t;.:!: ~~·of vatar in a dr7 place , ao the abadov of a sreat rock 
in~ he lived, and 11111111 the aiiiiDDDS came he vaa read7. 

"After this it vaa noised abroad that Mr. Valiant -tor- truth vaa taken v1th 
a~ l!llld had th1a far a Tokllll that the s..-ma vas trUIO, &t hie Pitcher 
vu brolran at the l'Quntain. \/hen he v:Dderetood it, he called tor hlo triiii4i, 
8ii4 toi4 u.i 0t it, Mien eaid he, I ea so1n8 to rq hthera, l!llld tho' v1th sreat 
ditfiolllt,. I 810 sot hither, ,.t nav I do not rap1111t me of all the TroUble I ba,.., 
been at to arrive '~~here I ea. IC1 Sword I Si'"' to h1a that eba11 succeed • 1n rq 
P11srU.SO, aDd ., eourase and Bldll to h1lll that oan set it, IC1 Harke aDd Scar• 
I carq v1th me, to be a v1tnaaa for ""' that I have rousht hie Battlea 'llbo nov 
v111 be ., Revarder. \/han the d&7 that he liWit 80 hence vas e.-, IIIBD7 aceQIIU)a­
nied him to the R1ver- e1da, into 'IIIlich aa he went he aaid, Death w ere ie 
~inst .And aa he WDt dovn deeper he ea1d1 Ck'ava 'Where 1a o 
~*iii! o,..,r 1 l!llld all tba ~ta aoundad for CD o • a • 
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TREASURY DEPARTMENT 266 

I NTEA.OIPI"'C£ COMMU N I<:ATION 

DATil October 7, 1941, 

To Secretary l!ors-ntbau 

' "OM Mr. D1otr1eh 

Tho fo110v1DC table prooento a breakdown of ouz ollYer poxrcbaoeo bl oouzcoo, 
H ohould bo noted tb&t OW' purohaaoo duz1DC Sopto•ber vero the 1ovoot 1J1 h v ;yearo, 

Count rz of Orictp 

ittv Prg4u.ct1on Sil• •r 
Art'lntina 0.......,. 
ilooduraa 

Pe:ru 
llot Deoi~todl 

Total llov Prod. 

Other Si hn 
China 
Japt\11 
llexieo 
llot Deo1&11&tod• 

Total Otbor 

Grand Tot!l 

loun~e o of S1ln r Pu.rch&ood ODder 
tho Sll nr Pu.rchaoo J.et - 1941 

$ 201 
1, &83 

738 
239 

2,321 
J.761 

• 8.943 

$ 282 
918 
175 
1!90 

$ 1 . 805 

j l O, SOS 

!!Rl· 
(In tbouoando of do11aro) 

• so 
420 
147 

280 
!il8 

! l , lt6!j 

·~ 
• 201 

$ 1.&&& 

$ 157 
95 

254 
~ 

$ bl 2 

$ 281 
2, 2bo 

980 
239 

2,855 
~ 

Sll. Olfa 

$ 282 
918 
175 

.-!21 
$ 2.066 

$l}.lo6 

•A larp.part of t ho ' »ot De o1gll3ted' o1lnr h bolhnd to repreaent i~~porto fro. 
Mexico, :ror co~i.an, total ollnr i01p0rto into tho O, S, !rca l!e:dco aN pnn 
below, accord1DC to t7P' of e1lnr a 

JMa-JW 1.WlUS l!ll!· Jan1-SDt• 

(In tbouoaDdo of do11aro) 

!lev Production $ 3. 375 • 201 $ 171+ $ 3. 750 
Other (refined) 12, 023 ...l....m ~ 15.854 

Total $15. 398 $ 2, 090 $ 2,116 $19,6o4 
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TREASURY DEPARTMENT 268 
l~ft.01'1'1C£ C:OMMUNICATION 

DATE October 7, 191;1. 
TO 

•~ON Kr. Diet rich CONFIDENTIAL 
Reeiatered aterling tranoact1ono of tbo roportioc ba4ka vere aa follovo: 

Sold to commercial eoneorna 
?urchaoed from commercial coneorto 

£39,000 
I. 9,000 

Open o:arlcet tterl1ng held otea4T at 4 .03- 1/2. 'rho onlr reported tran .. ction 
eonaieted of ~5,000 purchaeed froa a cosaerc1al concern. 

!bo Uruguaran free ?eao , vhicb azperiencoc! a etln of 1¢ laat voek, ad..need 
anothor 1/21 toc!ar. 'rho tlul ~ot!'tion ""' · 4550 · 

In !lev York, cloaing qu:>tatlono f o r tbe f orol.cn curroneleo listed belov 
wre aa follon: 

Caudl.An dollar 
Argentine pe•o (free) 
Brat111&n milrcla (!roe) 
Colombian peso 
Mu:iean peao 
Venez·.1~lan bolivor 
Cuban peao 

11-5/16~ diocount 
.2}45 
.0505 
·5775 
. 2070 
. 2700 
1/16'1- dhcount . 

'rho J'odoral RetorTe llanlc of !lev Yori: reported that it bad J'W"Ch!o•ed 50,000 
Svediab kronor reaterc1&7 aftsrnoon upon inotrw:t1ono froa ..,d for a eecu.ct ot the 
Central llonk of tho U~)"8ll J!e:?ublie. The aonor voro bouebt froa the lrTing 
rrust CO::IJ>&A7 at . ?J8'j-l/2, and ve underatond that a eortlf1cet1on ..as recehed 
rroa the Svedlab &epreaeutative in Nov Tori: f or t bia tranaaction. 

!'here voro no purehaooa or aaloa of gold ettoctod b7 ua vith foreign 
CQuntr1ea t od&7. 

No nev ,old encacocents were reported. 

lie vore informed that the Bomb&:r gol d prico on October 4 vea cquinlent to 
$J4 . 14, unchanged from the quotation of Sopteobor 27 . SilTer in Bomb&:r vaa priced 
~t t he equiTelent of 44.70;, or 1/s; hiGher thAn tbt Septe=ber 27 price. 

Spot nnd t orvord cllTer vere again fixed i n London at 23-l/2c! and 23-7/16d, 
roapect1Toly, rho U. S. equiTOlenta • ere 42 ,67~ and 42 .551· 

'rho Traaaurr' a purchase price for fordcn a11Ter waa unchanged at 35¢• li&ndr 
ODd Aar.&n'a Olttloaent price for fOrOi&Q allTOr waa &laO unchanged at )4-J/4; • 

• 
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P11:30:lAL 
Ai;D S"<;Ci!ET 

IRITIIH EMIAIIY, 

WASHINCTON , D. C . 

October 7th, 1941 . 

Doer J.r . Secretary , 

I enclose herein for your 

~ersonel end secret informati on 

copies of the latest re~orts 

received fro~ I~ndon on the 

M' l1ta~ situation. 

3elieve me , 

Dear t:r . Secretary, 

Yours very s 1n,erel:• , 

.. onourablo 

.. · ·or::lnthau, .Jr . , 

·'\s"cin:;ton, n. ; • 

' 

• t 

J 
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2?0 

; 3 ~£1(1. 1941, 

So!'t.o ~r lOth la • oJest . ' • csul.a>rine 

t~oad :1 , 000 ton • .1!' 1u '"a.•Ua :o.roo-.u-. Oepte~r 
l Oth . ";.'113 soo ·ec! ono :;x>ao l'Jlo h lt on t :rans:'lort orr 

011loro IalGI:¥1. 

2 . 
C tO bet' lat/Zndo rr 

:~ . en "ct. . 0!' :;: .. l'"'J~ .c. l.:ss &nco a:rerert ort 

. 
\ aloo _nJ o.ttru::.:oo rcero.:cnt o .1. ootl=t'l<l at. 10 , 000 tone 

olnt~.oa. t "u•oo d roat !lit. b-..t lJon!Js •'' • n.>t 07._l oclo . 71ro 

···l:'r Lo-. .oo o.tloc'cod ru>J l f l a1nh1n,:; l cuo ·o 41'::10ur')(l b.or;:o 

?:'r noek.o . l>ar1.,- N'or.alvo O:;IQI'o.t11r\B o-.::- ~ 1 :·.tors 

ot. too'.O.: by f i--re airc:rart. . o:.o'-'4 :soMon .r ilven•.oa ob-

:sor-.ro.t1on o~ r ea"Jlta. 

~ . ::out.'u..'liolda 1u ''O'~or c t t aclccO.: nl:;ll~ 2nl!/ 

:>:rC . oo A1N:-c.ft o:roaaoJ l1., coul ; nl.:!t•. r t :;nto:ra a hot. 

•101M. t .reo . com 1<': r &!>l e .:=eo t o "':Tnoa Wo but not. 

. v . 

b - t.:.n a t:--·. 
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~tobol• ::,rd . C .() <tlles VOIJ I. of -1n1.at OP 

'Urs • rs j os t)· ' • :lhl:J ·~A a ' tto<l ano:::;y oup?ly a.rlp and 

" ' • :JC>IIt . :'lo.O IJ\Q,>l 7 O'Ll;J llttn:'I".)\.CI\1 t.O OGOO,JO but \7&8 

•• • ••• !In<! blw U?o O'.ot•tly a ftOl'llllrda a J'b!;s:)l'£od 

_.,.,,.u,.!no ~:-.:: f C1'Jr l1ro• bonto fUll or ~"',..:>lln8 aoon 1n 

\ :t: nit ; • 

... -· 
n~ •t o~ ..o •• to.~r l •tlt· l !>t. lfrr>t o. 'Jn.::o vca rc.i>abl)' 

l .o -~ul.o ....;} , .;;;.; t~. 

~ . 

o t oroJ t '18 : .arbOoil' oont rOI7 to ol'()e t•o , !'lN<' 1.-»·. '!Xloa 

c.t. c 1;1.0 nl<m -:~o, !.a"'- 1.~: " b 1 1.3 . - .o" .,. . :.<>av1ly 

cttc.c' ex: tz:t 1 t:•J. ~....c cl·_-oo ~ ~v~•- • "o- <l.lt.cu;::lO<l 

:..... o not. , n ...., _;ot c l •c.:."' nt to.· t1:t""" '.o Jl'O • 

. ... . 

.___ ., v wv. , 

... 
no o:.:r-U~.ltioa , oH ;.•t: cl.o. lll:J& fl"Cn • :>11ntoro • 

,.J:I'V1Vorll o.' /, ~e.•loLl tanker 7 , JOO ~ooa 

. uJo:- ~w.on:ml.o.n coloul•o .'0 'rt tor -~'aootl 400 n' l oa 

ocl:lt ">!' • Ortl(l; t!'l'J.Co , o t-x :hor n t t h . 

7 . 

_.:::,on. 

... 
• ·:o-;• 0 \ 

U'"l 0 • .,. 01'('0 f 

' ' , 4 'I,) tons 0~-L lr._,.: 

l >3. 'C to.JI. 

Regraded Unclassified



272 

- 2 -

~' ...... 1 -Ol'tod b7 7 cnt.s - u:rorart o:rt,a, 

One ~U-&1l"oHt't a;d~ alJDk 3 Ht on fire a.nd ~ ~ 

~· ~ .,. ... 1 l oft 1n rlOJ»a . Dlouho.ba 

a.oort.d b)' o eQUIIdrona ot rt~tns 'bocbod ware'houa .. 

at Oatend, atvt.od :5 l or.;o t'J..toea . Cno •I'!Olll1 r 1.t;llter 

&lat ro:rodJ s Cp1t.tlreo o1oa1n.J, 

o. October <ll'll-4t:'l . :!eo;:olJ 110 siroratt 

.ont out o.a t'ollal:ra: all rot'.ll'DOC! onlel,)". l:'unk1rl!, 

'lottonlao, Anhrer;>, Ul'oat , an.! torlont. Ono cbot down 

b7 onco- ba:lber ovor llcrtlu.cborliii\J . I'roll- tnvy 

ro;.orta atato that met of t ho alror.rt: .-uocoul'llll7 

bon'*' t.!lo1r o'bj oot1Y .. J tarce warol.ow~o l1n! ::run!tlona 

d•lllJ!l bit nt Z:ottorda, al.ll»tcntilll t'1roo otartod at 

OUpldrk ILDd .\utvoJ?, 

10. Coutl".or n Ite,],y, Oc tobor :lrd. Bl onhe1D 

h-em t!&lta a t t.clcad llO"al' · a taUoo, mm1t1ooa rae tory 

and enz1n • llodo Of tl::Qortont ra11"8;1 j'.lDCtiOO noar 

Ca ten!U!l'Oo :U.to o~talrlod on All objocttoroo wlt!l con­

a14al'G.ble ao.:.eo. :ltat10DAI7 'l':'a1n r:ttc:rlno-c-.mood. 

11, Llbza, Oct ober lat-~. :3en.;:llu1 !l='bour 

G(:aln att.clmd by "roll1n,..~na, hlta scored on h«lo~ 

.at1...UI'OrGt't 'b4t toTJ • Six nnve,], o!.rcr ntt dlvo-~d 

atoroea duttpe ller\11a a t a&•ttna t1r0 lnrco 1'1roa . October 

2nd . tllne ~!lZ'")'lnnda ~nl.1nu00Dly a.t.taoked thoao d\lZI?II o 

12, Oor:--=n Af.l: - orca. · ~cto'bor 3rd, 4th , Scme 

alror cat't OQ.lG..."""d 1n :ant.i- al\1:> inc o,crattcma anC. r .. 
r.ponod over ':o.atorn C~t1oa. 

1,;5, Ru:a la. OOI-"..:408 •.avo 1!J;>1'0Yed t'.<~tr 

r;>Oe1t1oa 1n l:J'tl.oat,ox-OIIl IC':ID an.'! ~wancod -.utw&l'da ~ 
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Bl'it1o"' tanker tweln u-anc1 t01111 -cata 

~Co~ tb¥1 . 4"'101'10 in d ee tJ'07eP l'oaad beP 

1t11l ai"loat and -.nk blr b)' fl\ln ttre . 'rol l a ! 1 

r e :;o1·t a.o. 0.~ 6\h Swordtllb attMbd .. _, ta 

t.:...t &'od1t<t.WIUIZ ____ .-c>~ 110 llll loa ll , '!:, tJr ~!.poll, ll 

:?. 

::'.e -ta::Oor !l'J totwU•l ~~.:::~ ten. with 'nli,003 tOD8 

d·.1.-1.:l.J .. ~ytgua ... lt. am o.v11ra.. ... or 045, 203 tone t or 

tNI pea I. tea ... u . 
;5 , 

2 3tir1S.U. ataolled nreat ow1n't to olOU<l ~ whioh 

liOidla aeeo to 'llll:reto. t ooaetal n trorart a t.tcolrod aoro­

dro::loe lD ~rn ne-•~. Oot o'bN' tt'a ileau!'ort obt a1ne4 

2 uoo.r un~'F-• on aero mt ahl.P orr ·:orvo;;1an Cout o 

Octo~r Ub/'"..tb. JIO bcabor o.,erat l.ona owtn;: to bod woat l'IOJ'•,I 

'. J.Ura , Oo t~tHIP :!tld/.Src! . 
7 at>Ml 1Jarbour. t:ud1a, a.'ld &areo . 

~. 

aJ.rorAt't oOI<)r o.t.od ot't "'!oat "oaot. 

g w. , ':'obt'Uk bml>od cotooor !btl..V:rc.\ and 

Oot ober ~ no a or10'1.111 cl4aJo.Ce roport oa. 

oypt'Uf• Cot o\ar £nt.l/:lrd nvo onoQT otror ai"t 

liQcbod LJ,.aUaol ul'()drcne, aU~tl:t dma&ln& run W.:j . 

":oal&Yl i:aat or I>z7a:wlc, ~ .. tww<lll trca Gl.uktiO'r area, 

ani :lout'IJWardl f"l'<T.! V.aot of Onie;n'()!)Otl'On lro 
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RESnllCTED 

G-2/26S7..220; No. 512 M.I.D., W.D. 11:00 A.M., October 7, 1941 

SITUATION REPORT 

I. Eaater n Theater. 

Ground: The siege of Leninrred continues. 
Germana appuentl3 are on the defensive alo~ the 

Vollchov River-Lake U.n--Sellpr Lak6--Uppor reaches or the Volp 
River line. 

The German Arm¥ hu launched a general attack from 
juat north of S..Olensk to tho vicinit7 of Konotop. 

Germans state that the line or fortifications alon& 
tho Desna River has been broken alone tho entire trent, and that an ar­
JIIDrod attack from the vicinity of Glukhov, northeast or Konotop, has 
reached Orel and Karachev. 

Pressure is continuing apinst the Kharkov front. 
On the southern front, a German arOIO!'ed force 1s 

moving to tho southeast, east or Molitopol, in roar of the Russian 
attack to relieve the Crimea. The German High Comand claims a rreat 
victory north ot t.>,e Sea of Azov. 

Air: The British EXCHANGE 'l'ELEO!\APH quoted the military cor- ' 
respondent? the Swiss publication DIE NATION as estimati~ that the 
Luttwatfe was losing about 00 planes p<~r day on the Russian front. 

D.N.B. claimed heavy plano losses for the Russians dur-
ing yeetorday. 

II. Western Theater. 

Air: Not.hinc has been received to indicate the extent of 
activity ift!Ebis theater yesterday. 

I I I. Middle Eastern Theater. 

Ground: The British Admiralt7 claims the destruction ot 4 
Italian ahips and serious damage to 7 others b7 subcarines in the Uedi­
terranean. There was no confirnation of the damage claimed to tho AAK 
ROYAL. 

Air: Axis sources ela.im several thousand pounds or explo­
sives were~umped on Tobruk yesterday. 

RESTRICTED 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE Octoocr 7, 1941 

To Secretary J.!orgenthau 

'ROM L:r . White 

Sub ject: Request of South Africa Res ardlnJ Priorities 

1. \'/hen !Jr. Close, the L:in1ster from South Africa, 
clll l cd on you last weel! , he left memoranda maki.n(; two requests 
of you as follows : 

(a) He hoped you would use your GO od offices to 
he l p Sout h Africa obtain from the ?riorities Committee 
12 , 000 lonG tons of steel plates for maintenance use 1n 
tho South African gold mines . These plates are reques t ed 
at a rate of 2 , 000 a month from September to V.arch. 
South Africa would like to obtain the s t eel rtitil Lend­
Lease funds , but if this is not possible, they are will­
ing to po.y cash . 

The request is made on the crounds that South Afr ica 
is makinc; a s reat war effo rt, and t hll t continued gold 
production 1S vital both to the war effort of the !:l:!pire , 
and t o the economy of South Africa. To the 1)npire, ;:;old 
production provides a major source of dollar exchange, 
and t o the South Africans it provides a major source of 
employment and public revenue . 

(b) The second memorandum seeks your support in 
obtaining from the ?riorities Committee steel and steel 
plate mi lls with accessories to bo shipped to South 
Africa. The request was submi tted to the Priorities 
Commit t ee Ausust 22 . The South African Gover~ent f eels 
that t he geographical position and tho difficulty of 
sh ipping m~res additional production of steel in her 
territory desirable, and deems these steel mills neces­
sary to help her equip and maintain military forces i n 
the Mi ddle East and to contribut e to full war effort . 
The sou t h African Government hopes to obtain these steel 
mills under the Lend- Lease arrllnbemonts but the7 are pre­
pared to pay cash 1f necessary . 
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Division ot Monetary 
Research 

2 . With respect to the sec d 
for steel and steel mills to be o!hiprpe~e:t, Snamthel!!....ithat 
do not feel that the Tr o ou ....... ca, I 
the Priorities Committe:aauryU ahoiuldi take any position with 
to s th • pr or ty were to be granted 

ou Africa on the steel mille, we might then wiah to 
expreaa our view as to whether or not they might appro ri­
ately come under Lend- Lease, since the question would ~en 
concern the dollar assets or the British Empire in which 
we are definitely interested. So long, however , as the 
question remains one of priorities, it would sean to be a 
matter outside the Treasury's responsibility. Furthermore , 
the Treasury does not have any special information enabling 
it to col!IDient intelli gently upon the usefulness of steel 
mills in South A!'rica as against the usefulness of that same 
steel at home . Certainly the Treasury has leas pertinent 
information upon which to base a ju4S;ment on that subject 
than baa t he Priorities Committee. I would suggest, there­
fore , that some such reply might be given to the South 
African ~iniater. 

~ . The first request , namely, steel for gold mining, 
presents a more difficult problem tor the Treasury and one 
wnioh does fall within the Treasury 's purview since it deals 
with the question of dollar assets and gold. 

I believe that an examination of the several aspects of 
the situation woul.d not warrant our putting pressure on the 
Priorities Committee to permit steel to be shi pped to South 
Afri oa to m able that country to maintain her present gold 
production or increase her gold production at this time. 
In view ot our Lend-Lease, the Empire is no longer vitally 
dependent f or ita continued \rar effort upon the maintenance 
of the present laval of gold production as a needed source 
of dollar exchenge. 

It also needs to be determined that so much steel should 
be absolutely necessary tor maintenance as distinct from ex­
pansion of gold mining in South Africa. So far as we know, 
gold mining equipment wears out slowly, end gold production 
should be able to continue at near present levels tor some 
time without replacement of capital facilities . The s teel 
requested 1s not needed to maintain all gold production in 
South Africa but only to make possibaa little more than 
would otherwise be the case . How much more , we do not have 
enough information to judge but I suspect that somehow or 
other South Africa would be able to maintain her equipment 
in good enough condition to continue her gold production at , 
or almost at, present level tor the next year at least. 

. 
• 
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ThouaJl failure to obtain the steal requested f rom the 
united States may result in a lower level at gold production 
tor South Africa and hence may necessitate more Lend-Lease 
aid on our part (though this does not necessarily follow 
since tho deoioion as to whether or not goods shall be sent 
under Lend-Lease is, I believe, determined independently 
ot the question whether or not South Africa produces 
$100 million more or less gold), it ia very doubtful that 
stool going into gold mining would contribute as much to 
war effort from our point of view ae steel s:>inS into 
armaments. 

(In evaluating the aid to war effort provided by gold 
min1ng, it ia interesting that tho South Atricen IU.nister 
ahould point out in his memorandum that the explosives 
induatey of South Africa is dependent upon the continued 
operation of the gold minoa . ) 

Whether or not the steel that might go to South Africa 
would reduce steel available here tor armaments rather than 
ateol available for industrial purposes, 1s something we do 
not know, but the Priorities Committee would . In any case, 
the popular reaction to the TreasUZ')" requesting the Prior­
ities Committee to send steel plates to South Africa in order 
to enable South Africa to mine more gold would, I think, be 
higbly critical of Treasury policy. The critics of tho 
Administration monetar)" policy and of our war effort might 
make much out of the spectaole of our sending steel, of 
which there is presumably an acute shortage, to South Africa 
in order to increase our alread;J super-abundant supply of 
gold. 

I suggest, therefore, that the South African l.linister 
be informed that the Trea5ur1 doea not see its way clear on 
the baaia ot the information at ita disposal t o request at 
this time the Priorities C=ittoe to send steel to South 
Africa to help in the production of gold there . 

Regraded Unclassified
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