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.Un&A, Mi«'ltl ( Seerett.r7 of GoYti'IIDtnt, Muico) 
Sot Latin Aaerica: Moxieo 

- c-
Cb.ioa 

See War Conditione 

-D -

Defonoe Saviogo !ondo 
Set ~lnancing, Government 

- r-

Fl~~cic«• Gc•ernm~nt 
1Reotrietion of C&pital Iooueo Coapetlnc v lth 
Oovern•~nt Securitlee• - Haaa ae&Orandum 
(April 17, 1941) . .. ........................ . 

0Domeotic !ond 1lotatlono (lxeludinc Yodoral); 
Corporate looues or $10 ~lllllon or Mora; 
State and Municipal Iotueo of $5 Million or 
More•- Hano ~emoranduc- 10/1~/41 • .. . ... •.• 

Beeonatruotion linanee Corporati on: 
Future fi nancing diaeuooed by HMJr ftnd Jon eo -

10/16/41 . ...... . .•.... .•••••••••.•.•.•...• 
?/8'/> note• maturi ng on lfovMbor 1, 1941 -

aaount owned on 4uguet 31, 1941, by 
tvon t y-tivo largest holdaro reportinc t o 
Treaoury - 10/16/41 ...................... . 

a ) Dilcuuio" by !i&ao, Badley, Bell, 
and Norrio - 10/ 1?/41: Book ~. pace 4 

b) Sproul a oked to cheek on prooont 
ovnorahip of holdero mentioned aboYe: 
!ook 45?, p&&u 346, ?81 , and ?94 

e) Ro!undLog of the «'l&'&n•ood IIIUOI 
maturing in liovea'ber - Haat me:~orandua -
10/2tl/41: !ook 45?, P&IO 30? 

Do!enoo SaYingo Bo~d•: 
HVJr'o broadeaot to National 4oooclatlon of 

Inturanee Agents , Kaneaa City, M1ttour1 -
10/16/41. ... .. .....•••• •..•......•..•.... . . 

Chain l et ter •auor ova1" denied in ~tzor~odum 
to .!'DR - 10/lS/41 .. ..... ................. .. 

Progreos report for Oregon &nd Waoblngton oont 
to !oettiger at Wnlte Houoo- 10/16/41 •.•••• 

Cozparot!Yt otateoent for flrot thirteen 
buetnett days of ~It, Septt~~er, and 
October - 10/16/~1 . ........................ . 

Plnland 
Sto War Conditione 

!ook Pace 

451 
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Berrins, 0174• L, (Senator , I owa) 
Sea ¥ar Coc41tione: Land-Le&ea 

- I -

Ineurance Ageote, lation&l Aeeociation ot 
See Speechee by BMJr 

ICru&er, R 1lda 
See Latin America: Mexico 

LaUn .t.aerica 
Mexico: 

- " -

- L -

.Ue...,, Miguel (Secretar;r ot Oonrnunt, Muico) -
Hilde lruger reported mietrttl ot: O!!ice 

Book Page 

• 

ot llav&l Intelligence report - 10/16/41 •..•• 0. 451 267 

• M-

Mexico 
See Latin .t.aerica 

Monetary Reeearch, Division o! 
Report on project• during Jul7, Ausuet , and 

September, o o o ........... 0 .. 0 .. 0 ••••••••••••••••• 

- a-
Reconotruction Pinance Corporation 

See PinMcin&, 0oTernment 
Rooeevalt, lleanor 

luhn providae aaterial for intended epeech: 
a ) Freodo& ot epeach and ll.a1taUon of pro!1tt -

10/15/41 .................................... . 
b) Coot or living: See Book ~. page 345 -

10/22/41; Book 455, page 253 - 10/29/41 
(See column "My taT"- 11/4/41: 
Book~. Pa&• 178) 

a) Proteote on tar& pricee and tara 
income data - ll/26/411 Book~. 
Pa&e 221 

c) Price• of clothing 804 houoobold turniohingo -
11/5/ 411 Book !Jll, Pa&O 320 

l) Mro. rill! acknovlodg" - 11/10/41: 
Book ill• page 223 

4) Stat .. ent ohoving October t oad coeto 16~ over 
laot 7aar - 11/13/41: Book ill• P&&• 146 

92 

77 
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l&o Jr&Aciaco - I -
a .. Var Conditione: China 

lpe.ah•• 'b7 IIII.Jr 
:Det .... l aY inc• .Banda : :Jroa4C&llt to laUoD&l 

Aaaocla t i on of Inaurance ~ta, I&Aeaa Cit7, 
Miaaouri- 10/16/41 ••••••••••..•••.••••••.•.. 

- 11 -

United Xinc4oa 
Sea Var Oondi tiono: Mi1it&r7 Planninc 

- v-

Var Con4i Uona 
J.i rp1anu: 

lbipaenta to United Xincdoa and OYaraaaa 
co-..dt - BriUth Air Co•iaa ion report -
10/15/41....................... ......... 72 

rour-ancina boabert inclu4&4 in airplane 
del1Yar1et - Jul7, ~t, and Septamber, 
l!Hl - 10/16/41...................... ... 274 

Chiu: 
freedom or port or San rrancitco raquttted by 

Currie !or 112 Chineta t oldiert, ra4io men, 
etc. , who are to receive advance training-
10/15/41...................... ... .......... 10 

a) HMJr-Gaeton converaation.............. 230 
Bank o! Chi na : Takinc over temporarily o! 

bui14inc by Aaeri can bankt or ot her Aaaricao 
intereata - diaapproYal raco.man4a4 by 
Aaerican Conoul General, Shanch&l - 10/15/41. . 106 

Zconoaic coll.apt e t eared 'b7 Dr. Jranl<Un Ho 
( econ011ht vi th laokai lnttituta o! 11\conoaict) -
10/15/41.. .. .. . .. . . . . .. .. .. .. • • • • .. . .. . .. • . • . 116 

&&chance aarl<et retua~ - 10/16-16/41. . ............ 122, 284 
fillland: 

Ju4cat ettl.aateo tor 1942 - raauae' of -
10/15/41.... . .. .... .......... ..... ........ ... 120 

Land-Leaoo: 
.bpan41ture of fundo: Corretpondence betwe111 

Seantor Berrinc (Iowa) , Vathincton 
rapre01ntaUn of Chicaco Tribuna, and 
!reaaury - 10/15/41...................... .... 63 

Military Planning: 
Var Dapart11ent bulletin: 

Battle of Crete - May 20 - June 1, 1941 -
10/1f5/41. ... .. • . . • .. . • .. • • • • .. . . . • • • .. .. • . 13l 

llaport fro• London tranulitt ad by Halifax -
10/16/41...... . ...... .. ...................... 286 

Purchaa inc Mlation: 
r a4aral Reaene Bank of lew York ttat .. ent &bovine 

dollar 41obur .. aantt, weal< en41nc October 8, 1941.. 270 
Sacurl t7 Marl< a to (Hi p-Qrade) : 

CUrrent Den1opa•h: Bu.a •aacrandua - 10/15/41.. 44 
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October 15, 19~1 
12:18 p. m. 

HMJr: Hello . 

Operator: Mayor LaGuar di a. 

HMJ r: Hello . 

Fi orello 
LaGuardia: Hello. 

HMJr: 

L: 

HMJr : 

L: 

HMJr: 

L: 

HMJr: 

L: 

HY.Jr: 

L: 

HI!Jr: 

L: 

Hl~Jr: 

L: 

HI!Jr: 

L: 

Fi orello •. ..• 

Good morni ng, Henry. 

Good morni ng. I sent McQuillan ' s men to both 
ot those olaces yesterday ••••. 

Yea. 

..... that you men tioned, and there were no 
Treasury people on the pr emises. 

Good. 

So I thi nk whoever told you that had hi s in­
formation wrong. 

Good, I hooe so. No~, i t we get any, may I 
give i t direct t o McQuillan? 

Yea. 

It I get any information. 

Yee, yes. !~cQuillan sent his people there to 
both thos e places - Courtland Street and up on 
Southern Boulevard •..•. 

Yeah. 

•. .• . what was it - Concord. 

Yes. 

And there were no Treasury people on the premises. 

Tbat'e fine. Then it I get any more, I can give 

Regraded Unclassified



HMJr: 

L: 

HMJr: 

. . 

- 2 -

1t to McQuillan and he can check 1t quick. 

Yeah. 

Thank you eo much. 

Thank you. 

• 
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TREASUP.Y DEPt.RTi.!EilT 

FOR r; li.!ED !ATE RELEASE, 
\'lcdnesday, October 15, 19,:1. 

Press 5ervice 
No . 28-5. 

3 

The Secretary of the Treasury today nnnounced the subscription 

figur·es o.nd the basis of allotnent for the cash offering of 2-1/2 

percent Treasury Bonds of 1967- 72. 

Reports received fro::t the Federal Reserve Banks sho\7 t hat 

subscriptions aggregate $10,4~6 ,000, 000. All subscriptions were 

allot';ed 12-1/2 percent, on a straight percentage basis, Tiith 

adjustments , r;here necessary, to the $100 denomination. 

About 92 percent of t he Treasury notes maturing Decenber 15, 

1941, were exchanged for the nel'l bonds . 

Original deli very of tr.e na~·r issue , except in t he case of 

registered bonds, will be ;.w.~e in the foro of interim certificates, 

title to 1~hich dll pass bz- deliver:, :ts in the ce.se of cou?on 

bonc!s. Definitive coupon bonds nill ?l'Obably be available to 

replnco t he interim certificates early in January. 

Details as to subscri;_>tiOJ~s nnd allotments \'!ill ce announced 

when final rapo1•ts nrc recei vee £1•orn tho Fedcro.l Reserve Ilanks. 

- oOo-
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RE FINANCING 

Present: 

Boll: 

. . 

l!r. Kil by 
Mr. Bell 
Yr. Morr is 
l!r. Stewart 
llr . Sproul 

October 15, 1941 
2:15 P.». 

The total subscriptions were ten billion 
four hundred forty-six mill ion, and if we 
take the cust0gary ten percent over, it 
would be one billion three hundred million 
dollars, one billion three hundred twenty 
milli on dollars . I say if we took the 
customary ten percent it would be a 
hundred and twenty mihion, or a t ot al sub­
scription of one billion three hundred 
twenty. One ~er cent amounts to a hundred 
and four mill~on , Twelve per cent would be 
one, two-fifty- three, which is fifty million 
over the offering. Thirteen per cent is 
one, three-fifty- eight, or about thirty- eight 
million over the ten per cent. Twelve and a 
halt per cent is one, three zero five, which is 
fifteen million less than the ten per cent, 

Ordinarily we don ' t split a percentage, 
because of the difficulty in the banks in 
figuring it, but twelve and a half canes to 
one eight h and that ie simple, so I 
recommend a twelve and a half. It keeps 
us within our customary ten per cent . Does 
that seem all right to you, Allan? 

4 

Regraded Unclassified



Sproul: 

Bell: 

Sproul: 

H.M. Jr: 

Sproul: 

H.M.Jr: 

Sproul: 

Bell : 

Sproul : 

Bell : 

Sproul: 

Bell : 

H.M.Jr: 

Sproul : 

H.:M.Jr: 

Sproul : 

H.M.Jr: 

Sproul: 

- 2 -

Yes, it does. 

Would you recommend going above the ten~ 

No. 

You would not~ 

No. 

You think that would be a mistake~ 

Yes. 

Would rou be in favor in December of announc­
ing pr1or to the issue that rou will reserve 
the right to take up the fifteen per cent --

Yes, I would. I think right now you are 
pretty well limited to the ten per cent, 
I would like to be rid of the limit. 

Like to fluctuate it hereafter~ 

Yes. 

I think that is a good idea. 

Would you mind a hal f a per cent? 

You mean twelve a.nd a half and thirteen? 

but 

No, it is between twelve a.nd twelve and a 
half. 

Well, you would be getting down well below 
the ten per cent if you aid it at twelve, 
and I don't think you need do that. 

Thirteen per cent you wouldn' t go over? 

I wouldn't go over it. I don't think it i• 
desirable in this case . There is a long 
record of not more than ten per cent. 
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H.ll. Jr: 

Bell: 

Sproul : 

H.!.I. Jr: 

Bell: 

H .11. Jr: 

Bell: 

H.J.l. Jr: 

Sproul: 

Bell: 

H.JJ. Jr: 

Sproul: 

H.Y. Jr: 

Bell: 

- 3 -

Twelve and a hal! ia how much under that? 

That is just fifteen million. Adjustments 
may bring that up within ten milli on. 

I think that is perfectly in order, and 
the twelve and a half per cent doesn't 
involve any great difficulties . 

It is all right with me . It is lucky I said, 
"All right . " You have got evecy dal:m thing 
written . {Laughter) 

No, it is blank. Vle didn ' t {>Ut it in . I 
left it blank this time. Th1a ia the press 
release . This is approving New York action 
of policing the subscriptions . 

Do I approve it? How do I know they did a 
good job? 

They tell you in their telegram what t hey 
did. There is about a hundred and t en million 
cut out, all told, throughout the system, 
policing. 

O.K. 

We are really not saying we did a good job, 
but you are protecting us on what we did do. 

They have to have backing. 

Allan, give this thing a thought and give me 
a ring tomorrow or Friday morning, will you 
do that? 

Yes, I shall. 

And I will get a memo frCill you (Bell) and 
llorris tomorrow. 

I hope so . 

6 
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H.J.!. Jr: 

Sproul r 

H.loi.Jr: 

-' -
ToiiiOrl'ow 1a - ;rou have got ti• . 

We wel'e juat talking about that, and in 
these terma, that if without aacl'ificing 
rour major objective of getting l'id of 
these guaranteed iaauea and the r ights 
question which ia involved, :rou can give -
make a gesture of aome notice to the mar­
kets, ·then we think it would be desirable. 
If :rou can do it without aacl'ificing t he 
major objective of getting rid of the 
gual'ant~ed laauea . 

O.IC. 

) 
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HMJr: 

October 15, 1941 
2:53 p .ao. 

Get No rman Thompson on the wire. 

Operator: All right. l~r. Thompson . 

HMJr: Norman • •••• 

Norman 
Thompson : Yes , sir. 

ffi4Jr: Wha t hapnened with J. Romer Butler, this agent 
that came ba ck? 

T: 'i ell, be wa s <!ismisaed. Re filed hie answer 
and the answer was simpl y a plea o r i gnorance 
or t he feet t hat the United States would object 
to trying to get by the Brit ish Blockade on 
something that th1s country would like to heve. 
It's a very feebl e answer. 

HMJr: Well , I mean , don't you have a hearing on a thing 
like that? 

T: No, sir. 

HMJr: You don't? 

T: No. It t he answer i s considered unsatisfactory 
as r equiring a bear ing or anyt hing, we never 
g ive a hearing . 

IIMJr : 

T: 

ffi~Jr: 

T: 

HMJr: 

T: 

I eee. Well , who passed on i t? 

I passed on it. Ted \\1laon, i n the Per sonnel 
Divi s ion; Bill Johnson - Johnson passed on it 
first and sent over the r ecommendat ion t or the 
diSalis&al . 

But Johnson recommended it? 

Ye£ , sir. 

And then you and Ted 'i1laon passed on 1 t. 

Tbet 1 s right. 

8 
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f!MJr: 

October 15, 1941 
2:53p.m. 

Get Norman Thompson on the wire. 

Operator: All right. Mr. Thompson. 

HMJr: Norman •• • •• 

Norman 
Thompson: Yea, sir. 

m~Jr: Whet happened with J. Homer Butler, this agent 
that came back? 

T: Well, he was dismissed. He tiled hie answer 
and the answer wae simply a plea or ignorance 
ot the tact that the United States would object 
to t r ying to get by the British Blockade on 
something that this country 100uld like to bave. 
It's a very teeble answer. 

HMJr: Well , I mean , don't you have a heari ng on a thing 
like tbat? 

T: No , sir. 

HMJr: You don't? 

T: No. It the answer ie considered uneatietactory 
ae requiring a hearing or anything, we never 
give a hearing. 

BMJr: 

T: 

m~Jr: 

T: 

HJ.!Jr: 

T: 

I eee. Kell, who passed on it? 

I passed on it. Ted Wilaon, in the Per sonnel 
Division; Bill Johnson - Johnson paeaed on it 
tirst and sent over the recommendation tor the 
diem1aeal. 

But Johnson recommended it? 

Yee , sir. 

And then you and Ted Wileen passed on it. 

That 'a right. 
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!I)!Jr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

I!MJr: 

T: 

- 2 -

And be didn't in any 'Way explain? 

No. I thought his letter 'W&a very 'Weak. It 
'Was s imply a plea or ignoranoe or the tact 
that this country would objeot to at t empt to 
run the British blockode on something that thie 
country 'WOuld need. 

Well, the man •.... 

It just didn't make sense. 

No. Tbe man Just has poor Judgment. 

'~hy yes. It's terrible. 

Okay. 

All right, sir. 

9 
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HI~Jr: Hello. 

October 15, 19~1 
~:57 p. m. 

Operator: l~ r. Currie. Go ahead. 

HHJr: 

Lauohl1n 
Currie: 

HMJr: 

C: 

HMJr: 

C: 

HJ.!Jr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr : 

C: 

HJ.!Jr: 

C: 

HJ.!Jr: 

C: 

Hello, Laucl;l. 

Hello, Mr. Secretary. 

Go ahead. 

Would you like to give - grant freedom o f t he 
Port o f San Francisco t o a hundred Bnd twelve 
Chinese priva t es? 

A hundred and twel ve what? 

Chi nese privates and r adio and a r morers and 
interpreters. 

\ihen do t hey ge t i n? 

SunOB.y. 

Oh. 

This is a request of General Yount. 

Freedom of t he port? 

Yeah. I don't know what it means. I was sure 
that you would know what i t ~eant. 

No , we don ' t do it any more; we sort of- I 
t ell you ••. •. 

You gavp it to some Australian f lyers recent ly •.•.• 

Did I? 

Yeah. 

Well, I di dn 't know •••. . 

•..•. who came in thr ough t here , Bnd thie General 
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RMJr: 

C: 

HY.Jr: 

C: 

IIMJr: 

C: 

RMJr: 

C: 

HMJr: 

C: 

IIMJr: 

C: 

- 2 -

over there, I don't know who he is, he ia 
a commanding general, aaid it would be very 
helpful if these pilots and everything could 
be granted that eo they wouldn't be locked up 
somewhere . •..• 

Oh. Well, I tell you ••••. 

ll 

••••• and he eaid they want to train them and What not. 

••••• Gaston gets in tomorrow, and I'll bring 
it to hie attention •.••. 

Fine. 

•...• and if we 've done it f or the Australians , 
I'd eurely do i t for my Chinese friends . 

I knew you would. All right. That was all. 

A hundred and t welve. 

Hundred and twelve. 

What ere you going to do with them? 

Train them here - give them advanced training. 

I see. All right. I'll give you a yea or no 
tomorrow. 

All right. Thanks. 
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Faaily and Econoalc Stabilization Reserves, 
and Treasury Certificates !or Di...Ussal and Part l':lae Coapensation 

the plan subjoined is intended to accomplish the following purposes: 

a , To protect individuals and their famUies against economic 

depression and losses of income during the post-defense readjust~ent 

period. 

b. ro protect businesses !roo post-defense insolvency, thereby 
anc! 

protecting acainst unemploynent/ainimbing defaults on contract 

obliaations. 

c . To aid in restr icting conswsotion of ~ssential mat<!rials 

and coiii!!IOdl.ties in the interest of defense. 

d . To protect the public against rising prices and defense inflation, 

e. To decrease the cost of defense to the Government . 

t. To help finance defense, to avoid extreme taxation , and to 

protect taxabl e r evenues, 

l'hree types of required contributions to reserves are proposed, 

o! whlch the first two relate to individuals, and the third to businesses: 

l, A contribution of 5-' of !!! aalar tea and wages in excess 

of Sl,OOO. 

2 . A contribltion vary1ns from 25$ to 50" of the increase in 

spendable incane of individuals from .!!! sources in any year over 

that of the provious year , 

J , A contribution of !roo 50% to 100% of distributable net income 

or businesses , i .e., after income and excess profits taxes, in excess of 6 , , 

A ~luntary dimssal eM pert ti .. e coopensation plan is also 

included to aid in the gen~ral purposes to be acc0111pl1shed, 
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S.ct.ion 1. hirroll Cont.ribut.ioca 

l'..s.l,y ruerna are t.c be contribut-ed in two "''TS, contribution 

troa 10hich 'ldll be 118rged in ooe ruern. The t1.rat. 1.a a oontributiOD 

ot s:l on the aaount of !:!! grou aal.ariee and wagee of $1,000 to be 

withheld at the eource to create a reeern !or each individual affected, 

to be held in truet toy the Social Security Ac111inietration. Probeb:cy 

neceuar;y to biTe """"' &XIIIIpt olasaea, e.g., State eaplO)'ees. 

The • • thode o! clisburst~~~~ent or repe,yaent w1.ll be stated under 

Section ) . 

Section 2. Increase of lnCOIM Contribut.ion 

The second source of oontri butiona to faail;r re&erTes is to be 

the inc;reaae o! spendable 1.nco!De in arrr ;year over the previous year. 

" p&yM~~t , made contemporaneous with inCOII8 tax P'iYllents, is to be made 

!or the increase, if aey, or income fro• ~ sources during the taxable 

year above that of the previous year, Spendable incQile 1a defined as 

the taxable net inc.-, less the Slllount of currently payable inc0111e 

taxes, leu the •ount o! salary and ••ge reeene contribution peid 

in the taxable year (in Section l aboTe, i.e., S% ot pe;yroll receipt& 

aboTe n,ooo). 

When the uount of net taxable inOOM 1.a $2,000 or less, the 

percentage of the increase of spendable inccce to be contributed 

'ldll be 25~; 10here the tu.able income ia 110re than '-2,000 the 
to be contributed 

percentage O! increase of spendable incOIIII/will be SO%. 
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Section 3. 'llitbdrawUe 1'rca reeenee 

Contributions provided tor in both Section l end Section 2 beccae 

merged in the sane resene for the affected individual.. 'llitbdranle 

tr0111 such reaervee are to be made as followao 

a. Before the end of the ••rgenex. 

1.4 

At "'J' til!le before tbe end of the eonergency (including tbe waiting 

period thereafter provided tor in (b) below), a person in tinancial 

diatreas clue to illness, etc. 1 or a person out or 011ployment, aq with­

draw hie reserve; but no withdrawal l'J' reason of unEIOplOJ!tent shall be 

pennitted until after rights to W\employment c<:apensation, it &liT, shall 

haYe been exhausted. 

P~nt to widow (or heirs) rill nlso be made l..almediatezy in the 

event ot. death. 

b. After the end of the e=ergensr. 

(1) A person un81lnlo.red after the end or the tmergency may nth­

draw reserves at the rate or t2S per month or one-tentb or the reeene, 

'IO!Ucbner 11 larger; but no such .,..,_nt will be ooade until after 

un•plOJIIent ccmpenaation, it 81171 is ellbausted. 

(2) Beginn.ing one year after the end of the eme.rgency, the reaern 

created in the first ;rear of' the operation or the plan will be repaid, 

nth interest , and in each subsequent year the reserve created in the 

correspondinc year or the period in which contributions are collected 

will be paid until the reserve 1a ellbausted. For exanple, if' one ~00 

were paid i n in 1942, $150 in 1943, end $160 in 1944 end the ec.ergenq 

declared ended on January 11 194S, tben Janu&l')' 1, 1946, $100 plus 
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int.eri.t, on Jam>a'7 1, 1947, tl~ plua 1Jit.ere.t, end J-.u&r7 1, 19<48, 

tl60 plue 1Dtere.t would be repaid. 

Interest at 2!~ C<IDpounded aei-annu~ will be paid on the 

Ulount ot the reaerre at the end ot the :rear 111 whiob it 1e created, 

interest to run troa that dat.e . 

Optional al.temathe to the aboft oontrillutiona. 

Tboae wbo buT ..-.1Dga honda, Series r, 1D twioa the •ount re­

quired aa contributions abo're, will be rell..,.d ot ll&ldng the cantrit>u­

t ion1 but 111 cc.putiDg the net 1Dcreaae or apandable inco.e no all..._ 

abal.l be • •da tor 101cb pu.rcbaaea. 

Buaineaa Steb1U&at1on Reaerna 

Contributions to busineaa atebiU&ation reaerna are calculable 

on all diortrillutable net iJiooM, i.e. 1 inoo• after daducting tbe eount 

ot 1Jico. and exe.aa profits tues .trca taxable net 1Dcou. The aeount 

to be contri but.ed will be iJIYeorted 111 Bulineaa Reaerre Certificate a ot 

the Treasury, 111 the proportion• ot dilltrillutable 1Doo• atat.ed below, 

clepandin& upon the ret.e ot aucb ~c... to the - capital b&ae aa 1a 

uaed in cal.culat1n& exeeaa profits, on the tollooriDg acbeclul.e: 

Per cent 110re not 
contribution on diortributeble profits wher e rate ia than but over 

2S • • • • • • 6~ 8% 

~ • addi tiooal • • • • • 8% 10" 

7S • • • • • • • 10~ 1.5" 

100 • • • • • • • aboft lS% 
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Buainaas Resel'ft Certit1catea are to 1>41 iaaued by the Trea.....,. 

in the name of the contributor, not transferable, .,d are ~able ae 

follow•• 

a. Whenever and to the extent neceaauy to prevent a deficit after 

pa,yaent or expenses, taxes and contract interest (tut not dividends). 

b. To a receiver on involuntary liquidation. 

c. On voluntary liquidation; but tbe aount eo distributed to 1>41 

accounted as an earned dividend pe.y~~ent to stockholders . 

d. Beginning at the end of two )'liar& after the termination or the 

et~~ergency, one year• s reserYe each year, in the order or acCUICUlation , 

as in Section 3 above. 

No alternative purchase or bonds permitted. 

Interest at 2t%. 
Contritutions provided t or in Section 1 are to cease as or the lst 

or the 110nth following the date at which the emergency is declared to be 

ended. Those prorlded tor in Section 2 will not be made for increases 

or ineoDe durtng the year in which the •ersency is declared ended. 

Bueineas Stebili..ation Reserve Certitie&tee will not be l'equired to be 

purchased arter the emergency is declared ended. 
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Voluntary lll.eaLasal 811d Part TiM Ccaponeat1on 

An:! employer m-,y provide tor diiiDi&sal compensation for hie 

e~~~ployaea by purchasing Treaaur;y lli.IIDiaeal Compeneation Certi!1catea 

to be iasued in denominations of $5001 Sl,OOO, $10 ,0001 $251000 llld 

$100,0001 bearing interest at t:C from the let d-,y of the 11onth following 

issue. The uount of such certificates purchased in any year~~ ,., 
as an expenae in caaputing taxable net incoae and excess profits tuea 

(or individual income tuea}. Subeequent to Jam>Jry 11 1942, ~nta 

to errr truet fUnd eateblished tor this purpoae shall not be de~ctibla. 

(This concentrates such fUture funds in the Tre&a\11'7}. 

Treaaur;y Dismissal Compensation Certificates may be redee.~d 

through Federal Reserve Banke: 

a. On proof or pa;yment of dilllllisaal compensation or ot compensation 

tor part time lay off to the amount ao paid. 

b. &:" pll/fllent of the income 811d pro!1t t&xas 1! an;y due on re-
" I I 

caaputin& the tu tor the year in which the certificate was issued, 

leu intereet at ~% on the ICIIIOunt of thia del.inquency. 

Tbia plan 1a ~an alt.emathe t o thoaa pre'fioualy aet forth aboYe, 

but ia a YOluntary additional plan. To the extent availed of, it ldll 

(1} increase the cash income of the Treaaur;r by anticipating the tu 

pa;ymenta thus avoided, plus the amount of the untaxed residue, this 

residue varying from 20% to 200% or more of the avoided tu ~ent1 

(2} ldll increase the .. ount of contribltions to blsineas atebillzation 

reserna by a percentage of the anount of dismissal compensation 
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cert.1t1oat.ea, ftl7in& troa 0 to 100~, dependJ.ns upon the inc,_ and 

exceaa profita tax status of the emplo,rer and the relation of net 

diatributebla inoc.e to the exce .. protita Yll.uation b&ee (Section 3 

abon). It 11011ld r educe the current tax receipts, but increase the 

amowtt of !W\da obtained at t~· 
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TREASURY DEPARTMENT 

l~lt 01'1'1CII: COMMUNICATION 

TO Secretary llorgenth&u 

,.o,. llr, Barnard 

In aceor~ with p:10r inatructione, I baYe sent .;y 

..orardua on reoel'fts to lleae:rs. Bell, Folq, Sulllnn, ti te, 

Haaa , Blough and Stewart, 

I made alight additions, -~ the note at ~he bottom ot 

page 2 and the note to paragraph b on page~ 

19 
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r.1.lr' -.4 11 '• M•M''Mtt.. le1 •••• 
a114 'haa =» ~ fbr D'w1--l aD4 ~tiM c ~;a ... u. 

!lis p1.1D -.bjoiBH is 111\adad to ,......., •• tala follDriJII parpo••• 
a. to proteot 1B41'91diial8 aD4 their hUliea ep1:an aaoo.io 

dapftN1oD aD4 l.oe•a of ~- diir1DI the poa\-claf-~ 
pariod. 

b. ro '"'"' ..,. .... _, tr- poa\-claf•• u.J.-., tbaro_. 
~ ~t ~ 8lld adJda:I.II1D& dohalta ... OODinc\ 
obU&at.ioiY, 

o, To &14 iJl rN\1'1o\1aac OOD....,tioD of a.-toial. .atari.al1 
IDcl ~tiel iJl tile ~ of clef-. 

d. to ~oct the pabUo ap1Aa\ r1liDc prioal ...., .w­
tnne+J.•. 

ll. to cloc>roUo tile oon of cW- to tba Oovw_..t. 

f. to lllllp .n-o w-, to aTOicl ut.raM \Uation, IDcl to 
proteot t.abll -•· ' 

!JINo t7J)JI Of l'J!I!!irt<l oCIItrillatiolla to Hlll'ftl - pl'OpoMcl, 

ot 'IIIIich tbl firs\ - relate to 1ad1 ..S.dull, llld till tll1rcl to 

buiJio-1 

l. A oootri'IMtioD of ~ of 11;1, 1111via• Nlcl _.,., 1A J:IIOON 

of ll,ooo. 
2. ~ ooatrilloat1oD 't'U7iJl& rr- 2~ to so~ of the ...... en iJl 

111 e·bl.e w ... of iadirtciii&l.a rr-~ _.., 1A aJ:T .,_Oft!' 
tllat of till pnftOill JOC'· 

3. ~ oootriba.ticm of ,_ so~ to ~ of clia\r1'1Mtablo Bet 
s- of bulilll1 .. 11 1.,a,, aftor s.- Mel_ .. protJ.tJ -·· 
ill J:IIOON of 6~ 

~ 'f011IIlt.&r7 di.-11111. and part tt. oaapa-t1.cm p1m ia allo 

:laoluclocl to a1cl 1A tile s-nJ. Pll'PD"' to bo ao~lbecl. 

Seot1aft 1. ~u c..,trtwu-
Fs.U.T n-• ora to bo ooatri'IMW iJl Wo ,....., c...triba.tioD 
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trca *1ala ..m be w& I Sa- I'll ••· fila ftl'ft 1a a ouaWla\ia -of s~- .. -' .tIll ..... ~ -.! .... .t/11.,000 w -
w1UIIIul4 a\ ~ _.08 W ~ I I'll II iU M ... Sadl:ri.-.1. UffuoW1 

t.o be beld s.a Vut l!r ~ lod., lluo'lll'i'T ••smat....u.., Pl'oll&bq 

MouNII7 t.o line - u.rp\ ol.Ual,· •·•·• 11\a\1 "P'"'"'MI• 

!Ill Mtboda of ctSaai 1 rt. or I'UJI"'rrrl· 1dll be at.a\ad illldel' 

• 
t.lll 1.Mrt!" ot 1; tli' • s.ao- Sa ..- ,.... - * p:'lftou 

,.... .A .-o-at, .... ooat 4 •• IIIli ..S.th s.ao- t.u ~·· 1.1 

t.o be uda tor t.be l.aoraaa, U _,., of s.ao- tl'a Q aouroea 

ctal'1lll Ula t.uabl.a :rear abow tbat. ot t.IM ,....S.ou :JU&r• &p.Ddabla 

s.z.- 11 CS.tina4 u tbe t.a:Pbh •t. ~. 1111 t.IM -t. of 

C!!!li'Mitlr p~pbla 1aoOIII t.uu, 1au tbe _.t. ot aalazT llld wee 

l'llll'ft OODt.ribllti.aa p&14 1a tbe '"ab1.1 7111' (Sa a.ot1ao 1 aboft, 

1.a., S" ot JIIIJI'Oll reoa1pt.l &boTe 11,000), 

1laeD tbe -' ot aet. V:Pii'a ~ 11 ta,ooo or 11 .. , tbe 

peroct.ap ot tha l.aoi'IIM of a; n'd>ll ~ w be oont.rillllt.a4 

w1U be 2Sl!J wbera tbe tazelll.e s.ao- 11 8111'1 thea Jl,OOO tbe 

pal'OIIItap ot 1aol'lul ot a; 'ab' • ~ t.o be -t.r1111t.a4 11111 be ~ 

!iBt A epeo1e1 I'W.I alt. be din1M4 W - l.aci'IUII for 1941 

o.,.. 1942 or fiii'I&O t.be oont.rilllltiOD, A ..w- bllt. parlllpl 

preot.ioabl.a ..V...4 1l'llllld be w Ollcral&t.l 1940 ratmu • tbe 1941 

t.u IObM•'•• &Dil t1ll4 the -'not.iw l.acra&a ot ape~ 

~ 1a til 11117· 

I 
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s.ot1aG 3. Jli\t I J • "- rei 1te• 

Ccllt.ribRUou proridld tor 1a bo\ll Seoti.oe 1 &ad Seot1oe 2 beo-. 

Mf'l.cl 1a tbe - r .. •"'* tor the atteoW 1Dci1Tic.J.. Yithda aJz 

,_ noh reM"*• are to te •a u .fbllont 

At _, t1a1 tetore tbe end. ot thl ••ceDCV (111cl~ thl wait­

in& pC'1ocl ttereatt.r proricS.cl. tor 1a (b) telow), a pereon 1a .n­

o1&1 c1.1atrila ci.D.e to ilJlleu, eto., or a per- caat ot ~. 

wq witbdrW b1l re..,....J but 110 wittcl.raal '-' ~ ot ~t 

8llaJ.1 te pendtt.cl. 'CIIItU an.r ri&M• to ~t oc.pnut10D, 

u -· lball. beft tete ~ 
Pipet to 111clolr (or bein) will aJ.eo te _..,. s-cH.ateJ;r 1a 

tbe ~ ot cl.e&th. 

b. Att!r the Fd ot tllle !¥l'Qngr. 

(1) A pereoe .,-plgn4 att.r the eel ot the ...-a111c;r IMif witb­

cl.raw re-• at the ret. ot 12S per •nth or IIDe-t.nth ot the .,....,..., 

•hiobner 1• lllraerJ blat 110 racb ~t w1ll. te •a 'CIIItU att.r 

~t ~1 ... , u -· 11 a!lautecl.. 

(2) S.a:hm1na-~ an.r tbl encl. ot tbe ~.the 

reNrn created 1a tbe tiret ;rear ot theqoeraU... ot tbe pla w1ll. 

te repaid, with intereet, &ad 1a NOh IUbeeql&ent 7*&r the reeerft 

oreatecl. 1a the oorreepondl.na ;rear ot the period 1D 'lllll.ch cootr1bll­

t1ona are oo11ectecl. w1ll. te pe1cl. unt.U tte reaern 11 el!Muet.cl. 

ror .-p:le, 1t .... $1.00,..... pe1cl. 1a 1n 1942, $1.~ 1n 1943, &ad 

$1.60 1D 1944 end tbe ~ cleo1ancl. encl..cl oe ~ 1, 194S, 

tben J~ 1, 1946, $100 p1u intereet, on J_, 1, 1947, II.~ 

plu 1at.r.et, end JID4/IlZ'T 1, 1948, $1.60 p1u int.reet 1fcal1cl. te 

repaid. 
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Ill'-' - * 01 .. ,~ ... , ... I I 

-'of Ulo I'IIIIW AU. ... of Ulo,.... ill 'lllialllt. loa Uolo 

s.w.n w 1'111 ,_ -- ... . 

!W1W' tl.ttrMUn w "" al!m ~··· 
!boN 'llbo WiT ..up baD$1 hl'lol f, ia Wloo Ulo -' M-

'l!lii'M u ooarlbl\1GM aboft, dlllle l'll.loftd of .-sac u. 
ooll\l'ibatioDJ bat 11 oc.pt\1111 u. .n w- of ., t"' • t.0111 

110 au- lbl11 w ..- fOI' _. ,.. It ..... 

llaameH lt'M''Mt,_ Base, .. 

011 au~ an s-, l.o,, ~ ettg dltda<rt1.q u. 
..-t of 1DooM e4 _.. prots.\o tuea trca tuebl.e an w-. 
. tbo -t w ba oontrlb&Wil JllU ba iD'fN\14 1D Buinooo lleMI'ft 

Cortit:l.oatoa of the ~. ia tU proportion~ of diatJ'lbat&bl.e 
• 

1DooM atatod below, depmd1Di "QpoD U. nto of ooch 1Doc.e to tba 

- Olpit&J. buo U 11 ued ia Oll.call\iJli excel& prots.ta, 011 Ulo 

!oJ..l.coi1Jii aot.&llea 

l'w oct ..... 110\ 
coa\1'1bat~ 011 dl.atrlbat&bl.o prots.to 'liMn nto 11 UttD ba\ Oftl' 

25 • • • • • • ~ .. 
50 • &ddl.u-1. • • • • • ~ ~ 

. . . 
l~ 75 • • • • • • • 10% 

. . 
100 • • • • • • • ·~15~ 

illli1Deaa BoiC'ft eort11'1oatoa 11'1 w bo 1•-d l:lr the l'NuU17 

ia t.ba - of the -tJ'lbatOI', DO\ \Nnafel'lbl.e, Ud 11'1 p~~~Jable 

u toll.ona 

a. • vw a..s w tbe ~_.,.to l*••wt 1 da11o1t. 

&tt&r p&,JMIS ot elq~~~-•, taao 1114 c011t.No\ 1Dtor .. t (bat DO\ dl.'¥'1d1Dd8). 
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.. Cia~ 11qaS.ddS..J '-' .. -' 110 ~ ... 

be aocc.W4 u • eaw4 dl't'WIIMI P"r \ w n=+•:u.rs. 
1$.• J'roobablJ" ~ w -.lop - ~ .._ tor .UUC 

oertitioat.e• oub&~ ..._. iDIIDlnDC~F u *'-~ an 'If' cloltiolt.e 

bat 'If' • 11 1 lliJ 111 1 qtd cl 1r • 

do .. ., ... a\ tile IDOl of M ,..... atMr tile Wa 'MU. of 

U. = a-q, - ,.... •• n1 •• -.11 ;reer, 1a tile orcllr ot 

~ ... 1a SeGu- 2 .-.. 

lo .:Ltema\ift JA11 i •• of~ penllt t.edo 

IDter..t a\ *· 
Ooatrita\iolw ~ for 1a 8eot1oD 1 an w - u of tile 

t1ra\ of tile -th fono.iJic \be ~ •t wtd.oh the -l'leDIIT u 
~l.&re<l. to be ea~dMI. tboM ~'*' tor 1a Section 2 11111 11ot be 

Mde for iaor•u .. of s.- 4111'1111 tile :rear 1a 'l!tll.ch tbe -.:eDGT 

U 4eoland. eii4MI. JluimH $k>dlha\1GD ...... e ()lll'\111ca\M 

11111 110\ be ~ to be pd'chue4 .tt.er the _.,...... a 

6lo1arecl .-s. 

Yolaaater7 PlAD tor JMwC•-.1 &4 l'Vt fs- n Ji4SoMt1GD 

.a. ~ ._ JlC'Q'fidot for dl..t.N.:L oa.p&PtioD for bU 

~·'If' )AI1'chatdn& 'rrlll&J ~..:L Calpeue.ts- Oertit1oa\M 

to be uce4 1a ..._,M\iou of t!KIO, ll.,ooo, II.O,ooo, 12,.000, a 
ll.oo,ooo, bear:l.alc ~-' u ~ m. u. 1.t 41r or tbe ~ 

foll.olriaC '--• !he -' ot MlOb oert1tio&t.ee JAd'Obued 1a -r 
;reer 1dl1 be u aa ~ 1a ~ teable M\ s.- IDOl 

-• poaftt.e '- (or iadl'ridii.:L s- t.D•)• labetqlae\ w 
J~ 1, 1942, Jllllwt• to aq tran flill4 eAMH•.t tC~r Ua1a 
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purpoea ~not be dedacti.ble, (ThU cOTMntrat .. such tllture tlmd8 

in tbo Treaa\lf7)• 

Trea8Ul'7 Di..S.aaal C.-penaation Oert11'1catee 8oliT be redet&ecl 

throll&h Federal. Reserve Bankat 

a , On proof or pqaent ot di..S.ee&l. oOIIIpeneation or or coll)l!!!:: 

eation tor part time la;r-otf to the 8111ount 10 paid, 

b, On pli)'llent ot tbo incOIIIe and profit t&xee,if an;r, dna on 

reecaputine the tax for the year in wll1eh the eert11'1cate -.as issued, 

leaa interest at S% on the aount of thh del.inqwm~.· 

This plAin 18 not an ~ernatin to Uloae prert~ eet forth 

abafe, but ie a wluntary additional plAin, To the ext.ent aniled of, 

it will (1) increase the cash income or the Treasury b7 enticipating 

the tax pa\)'Unte thua avoided, plue the uount of the untaxed 

reaictue, thie residue varJing from 20% to 200% or more of the avoided 

tax payment; (2) will increase the amount ot contrlbutione to 

bueineee etab1lization reserree tv a percent&&• of the ....,unt of 

diaiual COIIIpeDaation.certific&tes, ni;Yin& trom 0 to 100%, 

clependin& upon the incoce and eoa:eae profits tax etatua of the 

aaployer alld the relation of net distributable inooce to the 

e:roeas profits 't'&lnation base (Section ) above) . It would recnce 

the current tax receipts, but increase the IIDOunt ot funds 

obtained at ~. 

• Purpoee ot this rate is to d1lll1nish the incentive to recapture 

ot theee tunde without ll&ldng the plan ~cable end a t the 

- U.. to pendt rec&pture where tunde in exceae of neede are 

aecuaul&tecl, 

• 

25 
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Treasury Department ,/ 
Division or Research and Statistics~() 

• Date •.. ~~.,.J5 •............. 194 1 

"<o: 
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Subject: 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretary Morgenthau 

Mr. Haas 

27 

DATE April 17, 194-1 

Restriction o! C.pital Issues Competing With GoYernment 
Securities 

Stn-!MARY 

(1) The problem or restricting capital issues competing 
nth Government securities is a twofold problem. On 
the financial level it ie a problem of allocating 
the available supply or tunds between defense and 
non-de!enee uses. On the physical level it is a 
problem or utilir:ing the available supply or labor 
and mat erials in the manner moat conducive to the 
defense e!!ort. 

(2) Restriction or capital issues iuring the World War 
vas undertaken early in 191g by an intcraal Capital 
Issues Committee, under the ceneral supervision or 
the Federal Reserve Board or which the Secretary or 
the Treasury was t hen ex o!ti cio chairman. This 
Committee vas supplanted after about tour months by 
a new Capital Issues Co~ittee eetabliahed by 
Congress. Neither committee had any authority, even 
to require that it be notified o! proposed capital 
iEaues; but both were reasonably auoceeetul, chl.e 
largely to the patri otic cooperation ot the financial 
and bueiness communi ty. 

(3) Restr iction of new capi tal flotations does not seem 
to be either necessary or desirabl e at this time. 
The volume of new money financing in competition 
with Government eecurit iee has been negligible for 
s0111e years past and as yet shows no signs or an 
appreciable increase. In view of the raot that the 
defense program may soon absorb the entire annual 
savings of the nation, however, it might be desira­
ble tor the Treasury to set up sui table machinery 
to be used when and 1! it becomes necessary. 
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I. Cleaeal l!h•rao\er of lrobl• 

~be problea of reevioUas eeouri t)' tlo'aUou ente­
ing inw ooapeUUon with Go•v-n' borrowins pr .. enta 
i teelt on ho lenla - the tinano1al and tb.e pl~Taioal. On 
the financial lenl, tb.e probln 1a tbat ot oo~~peu Uon 
beh .. n the Go•v-nt and othe borrower• tor tb.e a.Ul­
abla auppl;r ot tun4a. It tb.e ooapaU Uon 1a not intenee tb.e 
problea a&7 be aerel;r one ot tiatns. It the ooapat1t1on ie 
aore inteDie, hoW'Yer, the 0oTU"-D1l aar baT& W Ghooae 
betwen the alternaUTee ot eUbar rutr ot1ns new oa.Pttal 
iiiUee tor purpoeee not eeeent1al to the detenae effort or 
of ooapat1111_ with thea on a price bade for a Ull1 ted wppl)' 
of tunde. 'fhe lattv oouree 'IIOUd be oltvl)' undeeirable, 
eapeoiall)' ia new of the faot tbat price ooapat1t1on 110uld 
not tend to inGI'eaee .. teriall)' the euppl)' of oap1 tal 

· aTa1lable tor d1atr1but1on betwen euent1al and IIOD­
euent1al uaee. 

On tb.e :Ph71ioal lenl tb.e probl .. 1a one of the oonear­
Tat1on of labol- and .. ter1ale. Here the queet1on 11 not 
aerel;r bow auah .-one)' 1e propoud to be r&111d, but bow it 
ie :sropo"d to be epent. It .. ,. be d .. 1rable, tor eX&JIPle, 
to reetr1ot new oapital ieeuee tor purpoaee not eeeent1al 
to the dltenee effort if the)' ve U1tel7 w ab1orb labor 
and aater1all needed tor d&fenee purpoau; but to leave un­
traaaeled other ieeuee, the purpo1ee of which are equall;r 
nott-euent1al, if their prooeede ve not Ultel7 to be 
expended tor goode and eerTioee neoell&rJ tor defenee. 

II. Qontrol of Cap1tal Iuu81 lluring the World llr 

28 

Rlltriotion of oapital i11uee durinS .._ lbll& tar wa1 
undU"talten with both tu t1nano1al and the pbpioal JlrObltu 
in a1n4. On the financial lenl tb.e probln •• one of eo 
l1a1 Ung tb.e auppl)' of innataent aeouri u .. tbat the ooet 
of GoTer-nt borrowing lliaht be kept dOwn, and tbat the 
aarltet Talue of bank portfolloe - at tbat Uae eartnge banlte 
nre the principal ol.aee of bank holding bond& in eubetantial 
aaounte -- lll.ght be aa1nta1ned ineofar ae poeeibl.e in tb.e 
faoe of ooapeUtion troa L1bert;r bonde bev1ns ooupon rat .. 
1n exoeu of 4 peroent. On the plu-aioal lenl the problea 
wae, a• etated &boTe, to ooneer"Ye labor and aater1ale for 
eeeent1al war uaee. 

Reoogn1 t~on of the 1-ed1ao7 of the problea oame in the 
latter part of 1917 when the leoretv7 of tb.e Treaeur)' aade a 
publlo requ .. t that all orsan1u.t1one or pveone oonteapl.at1ng 
new oap1tal. flotation• euba1t their propo1ale to h1a and 

• a 
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uou:re hh op1Jilon• 1;o 'lboUlor Ulo7 wore 1ll tho Pllbllo 
lllh:re•'• . !hlo '-* ot paaunr on pii'Opoud oapUal law .. -• 
~~&biOCl\llllU7 w:rao4 oYer w a CapUal Iuuoo Oo..S.1;1;oo, oraa­
l&od 1ll JllllW.1"J 1918 "RDMr l:bo J'odoNl B11ono BoU'd ot 'lllloh 
l:bo 8oo:re1;&1"J ot tho !roaoll1'7 -• l:ben ox ottlolo ob&l~. 
!be Oo..S.Uoo -• OOIIJIOII4 ot three~~ Board wUh 
llll ad'l1101'7 o1;att. 11; had llO poworo ot -Pill•lollo •north .. 
lou tor a porlod ot abov1; tOIU' 110ntho WltU the War J'laanoo 
Corporation Aot wok ottoot, i1; ouooeodod, wlth tho oooporatlon 
ot banltlng orpnl&&Uou.J ln aalllta1ning a fairly otteoU•o 
oontii'Ol ot new oapi'al r.lotatlonoo 

Or1Clnall7 tU Ooalttoo pouod only on tlotat1one ot 
1250,000 or 110ro, but thlo 11aU -• oubaoquenUy roduoed, with 
roopoot to -both aunlolpalo and oorporaho, to llOO,oOO. DoepUo 
the wooeu ot Ullo Oo.-!Uoe it wao teU that it oho\lld be 
Sl••n 1epl. etan1o J'or that Jllll'pooe PJ'OY111on wae lnoludod 1D 
the War J'1nanoe OorporaUon Aot (!iUe II), aPPII'O•ed Apr11 5, 
1918., tor the ootabllohaont ot a J•w CapUal Iuueo Co..S.tha. 
Ao ori~y wrl Uon ln aooordanoe with the rooo-endat1on or 
l:bo 8oorot&1'7 ot tho !roawry 1 the bill PII'OYidod tor a toraall7 
orranl&ed lllld oalarlod oo.-!UH with oarotu117 defined power~o 
Du.e to obJeot1ono on the part ot the In'llotaent Banker• ' Aooooi• 
ation and othera, howaYer, the Aot •• tinal1y paoaad a1re17 
eot up a new CaPital Ieeuoa Co.alttee ot ••••n membere whioh, 
mile 1t had detinUe otatutorr reoocniUon, had no aore 
authorl ty than tho old - i . ••, 1t did not he'll the power to 
require tha1; now luuoo be oubaltted to U or •••n that 1t be 
notified ot tho .. 

!be now Co..S.Uoe tunoUoned tii'Oa Ma7 17 191.8 unUl 
obortl7 aner tho oicnlnr of the Aralotloo. Aub-oo..S.U••• -
ooapooo4 prinolpall7 of bllllkaro lining Without ooapenoation -
were organlzed 1ll oaoh J'odoral Re11ne dlotriot and thit plan 
ao a whole worked roaeonabl 7 well unti l tho Araiotioe. The 
Oo .. ittoo d1aoont1nuod operation• ln Deoeabor 1918. !he 
roeu1to or· tho work of the two Capital Ieauee Co.altteeo are 
lndloated 1n the folloWing tablel 

• !Iii aeabore or tho tirot doiilttee were Piui 1L tarb\li'g, 
Oharlee 8. Baal1n, and Pl'odorlok A. Delano, all of the 
J'odoral Reaana Board. !he eooond C.-1ttll ooneleted ot 
Moure. Baal.lll and Delano; Coaptii'Ollor ot the Currenor 
John 8. 1f1lliaao; .raa .. B. BII'Own, PJO.oidant ot the !lat1onal 
Bank of co-•ro• of Lou1nille; John S. Drua1 Pre81dent or 
the 8aY1ngo Union Bank and 'l'ruet Co~y ot Dan Franoieoo; 
Hen1'7 c. Flower, Praoldont or tha J'idoll tr 'l'ruat Company 
of ltanaae .City; and Pl'eder1clt H. Oott, Pr11ident of tha 
OleYo1and !ruot CoapaDT. 

• \ 
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Operation• of the Firat Oap1tal x .. v.ee Oo.Uttee 
.J'anv.ar:r 12 - Jla)' 17, 1918 • 

(K1lllone of 4ollare) 

lfwl1o1pal I PUblic Indue tr1al I 'fotal 
I Ut1llt:r I 

Amount epplled for 87 172 220 478 

J.aov.nt eppr'O't'ed 

Refv.nd1ng 21 126 111 lli New 1 .. v.ee 46 40 68 

!otal 67 166 179 413 

Operations of the Second Oap1 tal I .. uee Oollllll1 ttte 
11&7 17 - December Jl, 1918 • 

(K11llone of dollat"e) 

I Jlv.n1o1pal I Pu.bllo I Induetr1al ! !otal 
I I UUllt:r I I 

Aaov.nt applied for 2li? 810 2,722 J,777 

Amount .wrond 

Retv.nd1ng 37 27~ 429 2J~ New 1eev.ee lli. 2!: 1 ,41] 

!ota1 176 783 1,902 2,86o 

• !he reporte of the two oo.-1 tteee do not ebow eepat"atel:r the 
aaov.nte of new aone:r and refv.nd1ng 1nTolTed 1n the rejected 
appl1oat1on• . It 11 d1ff1oult, therefore, t o obta1n a clear 
1dea of the aaount of new aone:r f1nano1ng wb1oh wae obT1ated 
b7 the operation• of the oo.altteee. 

• Regraded Unclassified



III. !he •eed tor Beetr1ot1Dc Oapltal Ieeuee 

Under or41n&J7 oon41t1one aDJ' r .. trloUon ot oapltal 
inuee, bJ preYenUng the 1DY .. taent ot laYinge, .,uld tend 
to 4eprell bueine11 and to lnoreaee uneaploraent. With the 
detenee ettort 1D tull ••1Ds1 howner, 1t IIJ.gbt be a utter 
ot .. untlal and noD-euentlal •ploraente OOIIJ)Iting tor a 
11111ted labor eupplJ• In the latter oa .. , of oouru1 reetr1otion of oapital ·leeuee would be olearlJ deelrable. 
It ehould be borne 1D 111Ad1 howner1 thet until Ule allllltr 
ot the defenee ettort to al)eorb Ule un .. plored labor eupplJ 
oan be dell0netrate4, 1t would be p~ture to undertake 
re~tr1ot1on ot oapUal 11eue1e 

31. 

It ur be neoell&1')' 1 ot oouree, to IIIP«e 1D eeleot1Ye 
Maeurel of reetrloUon before Ule ~tal YOluae ot un­
eaploraent 11 abeorbedo Partloul.ar uter1ale and Ill rtl•lar 
tJPII ot labor lltlll will blooM eoaroe before others. AI 
tar ae •teriale are oonoerned, how eYer, all neoeeaarr 
reetr1oUon oan probablJ be a4equate1J handled b7 the 41reot 
applloation of prloritiee. Bhortase• ot partloular trPI• 
ot labor are, of oouree, 1101'1 dlttloult to deal w1 th ln thle •ar, but euob ahortase• ae now ellxt, or are llkelr to ooour 
in -.;he t.ae41ate tuture, 4o not eee• to be assraYated to anr 
iaportant extent bJ deaandl oreated b7 new oapital leauee 
ror non•eeeential purpoeee. 

On the t1Dano1al leYel 1;he oo•petl Uon b etwe111 GoY em• 
•ent and all other ieeuee 4oee not appaar ret to be inten11e 
A• the table on the tollowlns pase, lhowlns new 80DeJ raieed 
b7 eeourltr oftlrlnp durlni the rear• 19,}-o40, 1Dola&Bin1 
1D4101tu, thil oo•peU Uon hu been nesl1s1ble during the 
put el&tlt reare. AI a utter of taot 11hlle the United 
Btatee OoYe~ent and lte asanoiee railed 126.2 bllllone of 
new .oner (net) during thle perlod all other leeuere 
etteoted a net reur .. ent of eeour1tiel to the extent of 
$0. 2 bllllon. 

Tbe data wl th rupeot to new 111uee dlll'ins thil period 
are rruented fro• a eo•etbat 41fterent point ot Yiew tor 
bond ieeuu onlr 1D the attaobed ohart 'llhiob ehowe total 
~•eetio bond tlotat1onl 1 •onthly, tor the period 1929 
to the preeent, olaeaitied aooor41ns a• they are new oapital 
or retw141ns, and oorporate or •unioipal. !hie ohart &howe 
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u. a. Oo·nruaen1: I 
I 

Year an4 1 t. aceno1 .. .AU o1:her 'l'o1ial. new 
I 1uu1q gii.U'tlll1iee4 I 1 .. uere 110n17 re.1ee4 
I 

obl1p.Uone !/ I 

(In b~1one ot 4ol1&re) 

1933 2.~ -o.6 1.8 

1934 5·7 -o.6 5·1 

1935 2.0 -o.2 1.!1 

1936 ~.1 +<>.7 ~.8 

1937 2.9 ..0. 2 2.7 

1938 2.6 +<>.6 3·2 

1939 3.2 ..0.2 3.0 

19~ '·' :tO.l 3.~ 

To1ial. 26.2 -o.~ 25·8 

!f Da1:& tr• SO re1eaeee. lfep.t1Ye t1guree 4ene1:e exoe1e 
et ret1reaen1:e OYer prooee4e of new 111uee. !few aone7 
11 4et1ne4 1:o aean prooee4e of new 1eour1t1e1 111ue1 
l ee1 1:he a110unt of out1tancl1ng eeour1t1el retired. 

!/ Exo1114el IIOUr1t1el 111ued in exobanee tor prertoulll.7 
outltan41ng tar. an4 hoa1 a ortcacee. InolUclel borro¥11181 
repre .. nte4 b7 IIJII01al. 'l're&IUJT i11ue1 aacll te 0oYernaen1: 
ageno1u an4 trust tun41. To1ial. 1norea1e 1n the 41reo1: 
an4 guarantll4 1ntere1t-beuing publ1o debt of the 11111te4 
8ta1: .. l!ll.rlng 1:h1e period •ounte4 te t29• 9 b1ll1ona. 
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a total •ol&llt of 1Dft oap1tal1 of tl,O.l l1Ul.1one NJ.e.a b;r 
bond notation• cblr1na the per1o4 l~:n-110, but, u 11141.oat.4 
111 the tallb, 1101'8 tban the whl»le of tbh •ol&llt plue the 
'llbole of the •ol&llt NJ.e.a b;r ewot hllle • wae of feet b;r 
ret1r•ente of outetan41ng eeour1t1ee b7 other 1e1Uers. ~ 
ob.art al.eo o011paree the tluotuaU.one of bon4 notat1one ~ 
tboee of 1nduetr1al. pro4uot1on aDd ebowe onl.7 a fa1r rel.at1o~~oo 
eh1p. 

How eoon the a1 tuat1on 1n41oated b7 the table aDd ohart u:r ohanae, aDd bond notat1one b;r heuere other than the 
l'e4erel Oo~el'laent 11&7 pr .. ent a 1Ulletant1&l obetllole to 
the t1nano1na of the 4efenee progNa, h a utter of •­
&Jubt. Vh.Ue the flul4e nee4e4 tor pr1nte oap1tal e:Q)&Da1on 
1n ooMeot1on w1th the Procraa 1teelf are lar&el7 eupplle4 
b7 the Gonl'DIIent, the e:Q)&Da1on of OODIWier 1nooae 1no14ent 
to the prograa a1ght rellll t a a 8llbetent1&l 1.noreaee 1n 
oap1tal 1uu... 8\loh an 1noreaee a18bt be l&ll4ea1rable, 
part1oulerlr 1n new of the fact tbllt current eat1Mtee 
1n41oate that praot1oall7 the whole Artnae of the oauntrr 
tor the next fhoal. rear Y1ll be re(lu1re4 1n f1.n&Do1ng the 
defenee proar•· It .Oul.d appear, therefore, that 1t a1ght 
be ad~hable tor the Trea111r;r at the preeen t t1ae to eet up 
eu1table aaah1ner:r for the reatr1ot1on of o~1tal heuu, to 
be ueed When and 1f 1t becoaee neoeeA1')' • 
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34 
'i'he extr&Ordinar1ly lar~:o Mount of nev 

money raiaed by domootie corpon.tiona in 
~at io accounted for principally by the 
$2}4 million• !eeric&n Telephone &nd Telegraph 
con•ert1ble bond iooue offered to otockholdera. 
('i'hia iasue V&o tor nev aoney &nd io to be 
d1etingu1ahed from tho $90 mill i ono iooue 
recently aold to inourance companieo vhich 
waa for re:tundi "« purpooeo.) 

' 

• 

• 

I 

• I 
I 
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Dcoeatic Boud l'lotationo (bol\141"1 hderel) 
Corporete Iaoueo of $10 IUU1on or llore 

State &Dd llunicip&l Iuuoo of $5 IIUllon or llore 

(In thouo&AII.o of Doll~ro) 

36 

houe 
: lo!unicipal Corporate 

Jllll\IA17 1941 

PeMoylnn1a R. R. IC!\UJ>""IIt 
~ruot Certificate• 

Union hcific R. R. EC!\Iip&ent 
~ruot Cert1t1cAteo 

:ilell telephone of Pe!IDaylnniA 
Conaol1Mtell. Gao Electric Light 

aDd Power Co, of l!altil:lore 
lllinoio Ball Telephone Co, 
Philadelphia Subu.rban later 

CompiUI¥ 
Southern Countiee Gao Cocpaey 

of California 
Joneo anll. Lftuehlill Steel 

CorporAtion 
Ph1111po Petroleum Co~ 
Phillipo Petroleum Co, Notes 
Shell l111io11 Oil Corp. Notea 
Shell l111io11 011 Corporat1o11 
l'a.nhlulll.le :Eo.otern Pipe Lillo Co. 
Chicaco, Illinois Park District 
Conaucero Public Power District 

( llobreoka) 
PloriM Countioo (RetuDdi"' 

Iaoueo) 
Q<la.hom C Hy, ~Ahoma 

rebruarz 19111 

Chesapeake & Ohio Rllilway 
llono"<:ahe1& Rll1lway 
Now York Central Equipaent Truat 
Georcin Power Co111J>1'111 
Philadelphia Suburban l a ter Co, 
licconoin Public Service Co, 

For tootnoteo oee laot pace. 

--;N'-e~.~~--------~,~ll~i-x-ad~o--r: 

: Capital Rotuuding : Unknown : 

11,925 

12, 510 • 

10, 900°1 

20, 000 • 

12,000 
46, 250 

15, 950 • 

11, 500 

2!1,000 
20,000 
15,000 
10, 000 
15,000 
12, 000 

11, 000 
11,418 

101,271 
15,900 
26, 500 

• 

• 
• 

••• 

5.300 

6 ,750 

14, 000 
6,911 
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37 

( lA thou -...do of DollAro) 

Corpora to : ltunicipal 
Iocue !few I 1 lllxecl or : 

Capital 1 
l!oti>.D4iag 

l Onlmown : ••• 

ldarch 1941 

Ohio Power Oocpaey 15, 000 
Pacific Gao e.n4 Electric 20, 000 
Public Serrice of Okl•homa 16 ,000 
Wheel~ Steel Corporation }0,000 
Sun 011 OoapaDT 10, 000 • 
C~erclal laoeotment ~ruat 15,000 • 

Arkano&O 35, 000 !} 
Cook County, Illinoio 6, 568 
lll&=d, Jlor14a (Water) 7, 663 
!lew Tone State 19, 600 
He• York, lie• York 21,215 

April 1941 

Central lluAoon Gao & llectric 
Oorporlltion 13,265 • 

Jl:opporo Oompe.ey 22,000 
Sun 011 Ooa~paey 10, 000 • 

Swift & Oomp&DT 12, 500 
Swift & 0 ocpaD1 12, 500 
Ar!canoaa 13, 539 
Conoucero Public Power Diotrict, 

(llebraoka) 22, 000 

Lo\Uol.ana 6 , 145 
llerced Irrlcatlon Dlotrlct, 

(California) 10, 500 

I!Ay 1941 

Southern Pacific Co, l~ipment 
14, 625 Truot Oertlfloatea 

Union Electric Compaey of 
lliuouri 80,000 

l'ireatone Tiro & l!ubber Co, 5,400 44,600 

Detroit, lliobigan 51, 157 

North ~rsen Tcwnahip, N, J, 
14,988 

ror tootnoteo aee laot page. 
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I OoJ"porah 1 11baioipel 1
-;jr..,.=:-- ,:--.-twl4.1ac-----,,,..,11"'1"'z"'ed7 -or-: ••• 

I 0..p1\al I I 'l1lllalon. 1 

Iooue 

J1111e 1941 

New Tork Central Squipaent 
~ru.t Oerti!iG&tee 

Southern Jl&ilwq :lqui~t 
~ru.t Oertl!l.cete• 

Philadelphia 0~ 
Philadelphia 0~ 
S011theru :letural 0.. Co. 
lnterne.Uooel hper Co, 
llaqlend 
llew Torll: 8\ete 
Philadelphia, PennqJ......U. 

Julr 1941 

llow Tork 8teto :llectrio 
clo Gu OoJ"pontion 

llcl:4ouon clo Robbi.na, Inc, 
lleaiDCton llazl4, he, 
BoatoD, Maeeecbuaette 
PennoJlTenie 

!ueyat 1$1 

15,000 

11, 250 .. 

Atcbieon, '!opella aA4 Sante h 
RJ, :lquipoent '!ruet Certi!icatee 20, 000 

AuriG&n !elepbone lo 
!elecnph c~ 233, 555 

Peoplea Gu I.Scbt 6 Coke Co, 
Peopl .. Gee I.Scbt 6 Colee Co, 
lhooneln Power 6 Li&bt Co, 
Sien4ar4 011 0~ of 

Celiforule 
Sten4ard Oil OOIIIPNil ot 

Celiforule 
Satewq 8toreo, l DC, 

lis,ooo 
12,000 
13,000 
2£,500 e 

35. :m • 
13, 700 
15, 000 

22, 000 • 
15,000 • 
}0, 000 

25,000 

15,000 
14,000 • 

6,000 
15,000 
9,390 

c ror f ootnote• ... laat page. 
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• • Portion of iuue plACed prhatel.y. 

ou All lilted b7 :BoDd Biller. !rotal •tur1Uoo under oDe year are 
OX10lu4od. 

!he c ..... reiol &D4 l'iD&Deial Ohroni<>lo fl.f;uro h $77 ,soli, 557, 
repreiOnUn& the total aaount of State of .Arlranoeo boDdo rooold 
duriQG the •ontb b7 the lleeonotrucUon l'iDMCo CorponUon. Of 
tbio aaCIWlt $}5 allliono were offered publicly durin& llareh,. 

Reprooento obort-te,.. finaneiJl&, a w.botantial portion matur1nc 
within ODe ,....,.. I t appeero thet t bio h~Ne waa not 1nelu4ed 
in tho c ...... re1aJ. · &D4 :rinancial Chroni<>lo fiCUreo. 

39 

SO\U'C>OII OCIIIIIlorei&l &D4 l'1n4nc1al Obroni<>lo - Corporate boDd o:!'feriJl&o. 

Bond Buy!r - Wunieipal bond oftorina•• 

'l'reatu17 o.p&rtaont 
Dl.tolon of Roooareh and Statietico October 15. 1941 

• 
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S&les ot !~eaeury •otee - !ax S.~1•• A and !ax Be~1ee B 

During t h e 110nthe of Auf!ust and 8-s>t.-lle~ 1941 

Olaee1f1~ by denoa1nat1on 

(Par aaounts 1n a1ll1one of dol lars - As re­
ported b7 the J'ederal Re .. r,.. B&DU) 

lerlee &lid 
dsnoa1nat1on 

!u: 8er1ee A 

• 25 •••....•. . 
50 •.......•. 

100 •......... 

Total - fax 8er1es A 

fai 8sr1 .. ·B 

$100 • •••....•. 
5CJ<) • ••••••.• • 

1,000 .•.•••••.• 
10,000 ......... . 

100,000 •...• ••• . • 
500 ,ooo .... .... . . 

1,000,000 ... . .... . . . 

fotal-!u: 8er1es B 

Total - Both 8sr1es 

. 6 

.s 
18.~ • 
19.1 

1.2 
2,8 

27. 5 
120.5 
3l4. 9 

3.0 
48~.0 

1 ,01~·2 

1.0~. 6 

Off1os of the 8eoretar7 Q! the freasiU'1, 
Dt.1a1on of Reeearch and 8tat1et1os. 

:l 
6.4 
1.1 

.5 
1,2 

12.7 
'14.8 

103.2 
2t1.o 
91.0 

241.4 

288, 5 

!otal. 

.9 
J·2 .z 
26.8 

1.1 
4, 0 

• 40.2 
165.3 
474.1 
91.0 
~6,o 

1,~~·~ 

1 , ~~~· 

Ootobsr 15, l~l 
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Olau1r1oat1on b7 TJPe or Purcbaeer or the IS&.lel 

Tax 8er1aa A and Tax Beriee B 

During the montha or .&uguat and 8eptaaber 1~1 

(Par aaounta 1n aUHone or do11a.ra - J.e reported b;r the Federal ReaerTe Banke 

'f1Pe of purobi ser 
and month 

Ind1T1dualB !} 

.&uguet • • ••• •••••••••••• 

Bepteaber • ••. • •• • ..••.. 

total, . . . . . . . . . . . ..... . 

Corpora tiona 

'l'ax Serlea 
A 

16.0 
6.2 

22.2 

Auguat. ... .. .... ....... 3·7 
September, .. . .. . . ...... .9 

!otal.. .................. 4,6 

!otal Salaa 
August ••• .•.•........ •. 
September............. .. 7.1 

!otal,.. . ... . ......... . 26,8 

Off ice of the Seoretar7 or the 'l'reaaury, 
D1T1a1on or Reeearoh and Btat1at1oa. 

!} Ino1udea partnerahipa and t1duo1a.r1ea. 

'l'ax Berlee 'rota! B 

5().0 66.0 

21.1 27. 3 

71.1 93.3 

1,024. 9 1,0211.6 

26o.3 261. 2 

1,2115.2 1,2119.11 

1,0]4.9 1,094.6 
2111.4 21111.5 

1,356.3 1 . 3§3.1 

Ootobar 15, 1~1 

• 
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0 

I tea 

UWI!:m ft.lDI lA l'DGII lQIDI 

OopuaUft IU.i-t ot tale• Dariac 
hr•i fltelft »>llllM•• ~ ot ap.t, t.p'-Mr, uA Ooto"oer, 19~ 

(ap.t 1...1~, hpiaber L.15, Ooto"oer L.l~) 
0.. :a..i1 ot I- PriM 

(.t.nab !.a t.llnaub ot a.Uar•) 

laleo 
I ....,., ot Iaoreue I 

I er Deenwl! ,_1 I 
I I I Oote"oer I hptealler I 

I Oot.-r I hpi-- I ..,..., I OYer I ....... 
I r la\ta)!r I ·=·· I 

letl•• a - Poet OftiMI • 20,1119 • 1'·m • 20,9ST • 171 ... 1,015 
letlee a - Jaaa li.P, v. 1 ''·71!9 -.lA - 7.011 

._u. a- t oW 56.,~ 52.632 6o,m -.362 - ··~ lezill ., - laaa 10,616 ~ 
u, 2,096 - 2, 

letloe G - :1uU ~.~ I1,zg- -.t:tz - !§.If.! 
0 

tou.l $),zz.ii1 f],~.~ fl!l3 ,lj!IJ fle!.~3 -~·ll~ 

P--'-&e ot lac I&M 

!E DIIIIM! i-l 
Ooio'Mr 1 ......... ...... I -ltDrle:r I ..,..., 
o.~ - ~ . .-

lL.I -!Id .. , - lJ,J M., -"·' ...1..£ -ILI 

,JJ!> -»#* 

loarool J.l1 ficv11 are &epolih vi\h \he troan.rer ot \he 1Jaiiocl 1\atoe Oil &OOO"<IIlt ot proooob ot 
&aloe ot 1Jaiio4 1\a\11 la'f'l..ap Jo .... 

aoto l n.,..... haft bon rcnaai.K to uaroe\ \houu4 uA viU ..,, uooeear117 ..t4 io iotall, 

Regraded Unclassified



OoteNr 1tllol 

1 
2 

~ 

' 7 
I 

' • 10 
u 

~ 
h'-1 

J'on Otrtoe 
loa4 au.. 
leriH. 

• 1,-,o 
1,cye 
2,150 
1,270 

3.11119 
1,2107 
1,t,i 1, 
1,1195 
1,291 

UilUD IUDI ILLTIIQ8 :BOlDS 

JlailJ' kle• - Ooto'ber 19111 
Oa :luu ~ I .. u Prioe 

(Ia tiiGuu48 ot 4ollan) 

leriH • hft8a .. ler18a 1J 

• 3.029 • 1,2116 • 1,211 • 12,517 
2,716 167 II,;JM 7.977i 
3.1!99 1,CJ65 6,323 10,6c7 
1,696 612 6,l!oo 1,707 

"· 771 
1,1111!1 ,,2Cii 15,5011 

2,"-5 571 2,,13 6,0110 
~·'711 1121 3.611 11,106 

.270 903 3.6511- 11,1127 
J,672 ,., 

~·212 M33 
2,l!oo 632 .0911 7.129 

.u ltaU•Uo•. 

A 

leriH • lert• • ler18a • 

• ~~~., • 1,2116 • 1,211 ·"·= "·= 
167 "·'" 

0 ,, 

5. ' 1,o65 '·~ u.m 
2,966 612 6, ,,nc 
11,226 1,ljljll ,,2116 U,"' 
3.802 571 2,913 1,f61 
5.037 121 3.611 '·~ 5.923 903 3.6511 10,11., 
5.167 ,., t:: U,IIIJ 

'·"' 632 l,lla 
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(2) 

(~) 

(5) 

DAn Ooto'ba' 15, 1~1 

l'rio.e of !reallll'7 boll4e U.Ye p1u4 on the &Ye:Np ~/:52 
of a pout 4ar1J1c 1:he put wo woeke, Whllo p1"1o.e of 
frl&llll'7 not11 ban 4eo11ae4 &beat 6/32 ( CIIar1; I) . Bid 
p1"1o11 for 11"1ghtl1 to 1:he n .. 11no oponid on tho t1ret 
4aT of tra41ac tollcnr1ag annowao-nt of otto1"1ag at 
10}-16/)2. 'ftlo 'bon41 11ftun-1ene41 ban 11noo 4eo11ao4 
to 102-}1/}2 (~II). 

!he !roallll'7 anrap ;r1o14 of h1p-pa4e oorporato 
eoouritioe 4eolino4 throe baeie pointe &uriAS the laet 
two woeke to 2.6o poroont at :roetor«aT'• oloeo (Chart 
III). !ho Dow-Jonee weekl:r •••race ;rio14 ot .unloi:Pil 
'60ii41 reaohe4 a new all-Uao low of 1.84 poroont and, 
tor tho firet Uao, ne below the aYeraso ;riold of 1oag­
tors parUall:r \l:a:-exupt !roaeur:r 'bonde ( Ob&rt IT). 

AI 1:he aaturu:r of bond 1ln11 pllehll o11t 1ato .., 
torn tor:r, tho ooet por :rear of a4dU1oll&l. •t111"1 t:r, in 
terse of 1uoreaeo4 ;r1o1d, fallo rapidlJ ( Cllar1; !) . !ho 
rdo at whioh thie 1nollq ott ~· plaoo 1e riauoato4 
b:r OOIIPilt&Uon baeo4 gpoa u:1e1;1as aarkot rolaUonehipe 
to bo 0Q111Yilont w a 2-JA porooat borrcnriag rate after 
1948 ( no ten tor fllllor QPlanaUon). 

Dopol1 te of all ••bor banke UTI inoreaeo4 •••r:r aonth 
einoo Aas11•t 1939. Dopoeitl of woekl:r roportlllg ••'ba' 
baake 011tl1do of ... Yol1t ou:r roaohod a n .. hlp 
Ootobor S, while 4epodtl of woekl:r reporting banke ill 
... York OU:r had doolillo4 ae of that date b;r about t500 
a1111ou troa their &11- Uao hip roaoho4 on Ka:r 2S 
(Ohart VI). 

!he BriUeh GoTOl'laoat U.e annollllood a ... t.p ieno 
of 2-1/2 poroont laUoaal War Benda 41lo 1911-9-50. !hie 
roplao11 a prn1oue taP i11111 of 2-1/2' 1 4llo 19~-_, • 
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Seoretar.r Morgentbau - 2 

I. United Statea OoTerDaent Seour1tiea 

Dur1ng the p&at two weeka prio .. ot 'freui&J')' bonda 
ga.lned on the anrage about 4/~ ot a po1nt while pr1oea ot 
'freaeur.r notea daol1ned about t/32 (Ohart xi. 'fax-exeapt 
bonda did eoaewbat better than tu:abiea. 

Chart II preaente, at balt•hour intenala, bid prioee 
ot the *r18bte1 on da:y ot announoeaent and bid prices of the 
new bonds in the three trading da:ya alapaad a1noa announoe­
Mnt. 'R1ghta1 opened laat 'fhureday at a prioa ot 103-16/32, 
equiva.lent to a :yield ot 2. 32 percent on the new bond. !he 
new bond,traded 1 when-iaaued1,hae ainoe declined to a pr1oa 
ot 102-31/32 and. :r1ald ot 2.35 percent at laet night'• olo ... 

Price obang .. b:r aatur1t:r olaeeea tor taxable and tax­
auapt 1a euee are pre a en ted 1n the following table: 

llot .. 

1 to 3 :rears 
3 to 5 :rears 

~ 

5 to 15 :rears 

ATerage price change 1 September 30 - October 14 
'------~----~--~~---------
1 'faxable Tax-exempt : 
: iuuea isau.. ' 

All laeuea 

(In th1rt:r-.. oonde) 

- 5 
- 9 

- 6 

- 6 
- 6 

- 6 • II 

15 :raare and OYer to oall - +4 
+ 7 

\'he aTerage :yield ot long-tara pe.rtiall:y tax-exeapt 
Traaeur:r bonde, aoYlng lnTereel:r to prlo .. , baa declined 
two bas1e pointe Gurlng the past two waeka to a leYel of 
1.90 percent at laat night'• oloae (Chart III) • 

• 
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II . O~er R1&b-p!4! 8eour1 t1 Marketo 

Laot Y .. lt 1 0 YOliiiiO .t lltiW ott.zoiqo OOIIUllUe4 to ahGW 
011 llJIW&1'4 aOY•oat , aaouaUq to 156. J a1U1oao tor ~. t;wo 
weelte on41nc Oot;obor 10, ao ooapare4 to 145 -~ tor ~ pro­
Yioue two wouo. It h probable ~t ~ total ot ottorlqe 
tor Ootobor w1ll rioo &bo'l'o 1125 a1111oao. 

!be !reao11r7 aYor&ge 71el4 ot t1Ye h1gh- gra4e oorporate 
II0111'1t110 bao ohOYD 01117 alDOl' aOYneat;o 01aoe Sept•bor }(), 
4eol1111DC troa 2 .6J poroent to 2.6o poroeat at; ,Wotorda7'0 
olooe (Ohart III ). 

!be Dow- .Toa .. weoltl7 anrage 71114 ot .tweat7 20-7oar 
a llll1o1pal boa4e roached a DIY rocor4 l w ot l .SS poroent; on 
Ootober U ( Ohart; IV). !be an rap 71114 ot leac-tol'll par­
Uall7 tax- ox-.pi froaA1'7 bon4o cn the -• 4at;e wae 1.49 
poroeDt. !b1o h ~ tirot Uae ~t; ~~ Dow-.TcJMo •••race 
ot aUD1o1pal boll4 Jiol4o hao boon lower ~~~ tbat ot part1all7 
taz- oxnpt 1'reao11r7 boll4o. Ia .Twae 1911<>, botoro ~ O-llloo­
aent; ot ~~ 1Dtono1Yo 4r1Yo tor ~ ol1a1Dat1on ot tax-oxUPt 
ooour1t1oe, ~~ Dow-Jo110o llllll1o1pale Jiol4o4 0.54 poroont; aoro 
t;ball part1all7 tax- ex•Pt 1'ro&l\lr7 boll4o; &114 , ao recont17 •• 
April ot th11 7ear, ~~ oproa4 wae 0 . 32 porooDt . 

III . Borrowiy o .. to tor Xo41ua- 0114 Loy- tera Menu 

!ho tour taxable boD41 DCIY Olltlt01141DC l'llllCO troa 6-1/2 
JOill'O t;o 26 70&1'0 t;c t1rot; call date, YUh aatur1Uu approx1-
aatol7 corroopon41DC. !he Jiol4o on ~oe 1111111 l'allC• troll 
1.48 poroet tor tho ohort .. t t;o 2. }5 poroent tor ~~ l oac .. t . 

Obart; V 1o arr&J1C04 in ouch a UDDer ao to ohCIY ~~ 1D­
croaoo4 ooot 1n t;orao ct 71ol4 ot loDC~oll1ac aaturU1oo 011 
tho DIY taxable 1aouoo. !bo ro4 c\ll'Yo ob.owo ~ Jiol 4o on 
~~~ ioouei , r1e1DC 0110cooo1Yol7 troa 1.44 poroont; to 1 . 91 
poroont , t;o 2.1J porcont , to 2. 35 porooDt with 1ncroao1DC 
aaturU7. !bo triaql .. tol'llo4 b7 ~ arrowo IID4ol'Doa~ ~~ 
Clll'Yo ohow ~~ D'llllbor ct 7oaro &114 tho 1noroaoo in 71ol4 
botwoon oaob. 1oouo. !he horizontal liDO lower on tho ohart 

• 

. 
• 
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llboolra ~· ooa1: , 1a wzwa ot J1o14, of ~fA~!g~~~~g­
betwoon noooaa1n 1a1111011. 'rhio ooa1: "" 
tor ~ 4 roar• rro. 1:0 
4 roar• troa 1952 1:0 
~e 11-1/2 roar• botwoon 

llo:ro•••' a roar tor ~ 
porooat a roar tor 

U h o1oar 1:ba1: each roar of 1aoroaa11118 aa1:v11:)' h 
bough~ a1: a 1owor ooat 111 hl'lla of 1aoroaao4 )'1114. .All oz­
ton81on troa 1967 1:0 porpot\1.1 tr ooul.d pro'bab1)' be PIU'Ohaaed 
aoro ohoap1)' than ~· 4 roar• troa 1948 1:o 1952 . 

The abOYo anal)'81a 1a Onl.)' oao a14e of ~. atol')', tww­
nor. IYol')' 1aoroaaa 1a J1o14 1novro4 a a a roaul. 1: of 1a­
oroaaod aatur1t)' aua1: be paid troa ~ ·nrr t1l'a1: 4ar of 
h!NallOo of ~ aoour1 t)', al tboueh aonor a1Sh1: be bol"l''Wed 
during ~. earl)' roara a1: a lnor rah. 'l'he ..... 1ag wh1oh 
a1ght be aade b)' bol'l'01f1ag a1: a low rah tor a abort 1n1Ual 
period woul.d o ttaet a ra~r a\4bataat1al 1aoroa .. 1.a r1e1d 
dlu'illl8 ~· 1a1:tor porUon of ~e pol'1od. ror ouaple, 1t 
wollld be ohoapor 1:0 bol"l''W aonor tor 5 roar• a1: 1 porooat 
rather 1:baa tor 10 roar• a1: 2 porooa1: , unl.o .. 1t were anU­
o1patod that tho rate on 5-roar aonor 5 roar• hence wollld be 
3 poroent or higher. 

The oxaa~1o Juat g1Yon turn1aboa a oluo to a ao1:hod b)' 
wh1oh tho aign1t1oanoo of the apparontlr dooroaaing ooat tor 
eaoh add1t1onal roar of aa1:ur1t)' of aodlua- and leng-tol'll 
1eauea aar be oYaluatod. 8\lppo .. , tor oJrMplo , that ~• 
obo1oo 1&)' between borrowing now aonor unt1l. 19'48 or unt1l. 
1952. 'raking the J1eld of 1 .~ poroODt on tho 2 ' • oallab1o 
1n 19114 and the J1old of 1.91 poroont on ~ 2-1/2 ' • oallablo 
1n 1952 , at Wbat rate of 1Jitoroat wollld borrowing baYo to be 
dono t or the tour reara troa 194~ to 1952 1n order tba1: tho 
t o1:al 1atoroat ooat on two loana , tho tirat l'UAI11as troa 1941 
to 19114 and the aooond trc. 19~ to 1952, -ul.d be ~ oaao 
•• tho 1.91 poroont 1atoroat ooat on one loan tor tho 011Uro 
por1od' '1'ho anower 1e 2 . 61 porooll1:. It tha oaao quoatioa h 
aued w1 th roapoo1: to tho rah a1: wh1oh aoaor wolll4 baYo to be 
borrowed durlllj{ the perle& between 1956 an4 1967 1n ordor 1:o 
iera1t tho 2-1/2'• ot 1956-58 .. d tho 2-1/2'• of 1967-72 1:0 

break •••n", tho ani1Jer 1a, atrangol.)' enough, noar1)' the oaao; 
naao1)', 2 . 63 porooa1:.• 

• In tho ao1:ual oaae o1 ted, tho 2 '• of 19~-50 and 1:ho 2-1/2'• 
of 1956- 58 woul.4 not be oall.od 1n 1~ and 1956, rolll!oot1nlr , 
lt ~1 had to be refunded b)' now aoour1u .. on a 2.61 por­
oont or a 2 . 63 poroon1: baa1o. 
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!be oonot&DOT ot tbe tiguro Juot rotorrod to ••-• to turnillll an o.J»l&Datlon ot the rate ot '-Ptriq ott ot tho 1noroaoo 1n J1el4 ot tho outotan41JIC ooour1t1oa ao ... tu'1t7 leogtheno. AllowlAC tor tbe taot that the ooupon rate en a new oeour1t)' would han to be ooantl&t h1&ber than Uo Ttol4, 1t would IIPPtar that the pr10ont T1el4 41tteront1alo between outotandtng taxable bondo ot 41tterent .. turitiea are Juati­tied oD17 on the ao~tlon that the ooat ot borrow1J18 troa 191WJ onward 1o co1nc to be abov.t 2-3/ 11- poroont.• Whether or not leog-tera oeour1t1ao ara a 11004 4oal1 troa the tiloal point ot Yiow 4epen4o, therefore, ~on how one'• peraonal toreoaat ot tho tuture ot tbe rate ot inter10t ooaparea with the rate ot 2-3/4 peroent ~lied b7 e%1ot1nc .. rket rela­t1onlh1ll•· 

It ohoul4 be eaph&ohed that the J)rooe41q 41ooual1on 1e written pural7 troa a thoal point ot new. It deeo aot taka aooount ot the creat a4ftlltace, troa the ·~oint ot oro41t oontrol, ot iaoulq: loq-tera bo111io at the preoant tlaa, aa4 ao 1o oD17 one o14e ot tho pioturo. · It 1o ftluabla , hownar, to analJ&e, purel:r troa the po1at ot new ot thoal ooonoa7, the 11apl1oat1one ot 1eou1q oeouritleo ot 41fterant .. tur1t1oo. 

IV. Recent XoY•onto 1n Bank !)epoa1h 

In new of tho o-ent .. do b7 aOYoral bankaro 1a tho oon­forenooo prooo41q tbe t1nanoinc that their depooito h&Ye run ott nbatant1all7 in recent aonthe, it aq be ot aoae intoreot to renew the rooent oourH ot total bonk 4epoa1to. 

The upper ¢4 ot 01-.rt VI ahowo the ao ..... ent ot the 4epoo1 to ot all aaaber liiilie aoD.thlT troa Aucuot 1939 throll&b Allguat 1941. It Y1ll be aotod that 4epoo1to ot all ••bor bollko were otlll aortna QPWU'd aa of tho dat e ot the aoat rooent t1gureo now anilable. 

• !be 2-3/4 percent rate ( &114 the Ttelda upon wb.ioh it 1e ba .. d) takeo aooount of o~la interoot onlJ. It ooa­pound 1ntoreot 1o taken into aooount , the roqu1ro4 coupon rate WOuld bo ra1ood to 2-7/4 poroent. 
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'!'he lower grtd or Oba:rt VI aline 1ihe depodh of weekl.T 
r~orUq ••bor ballke in low York Oi1;T and Ollhide ot Jlow 
York OUT, ro~ootiYOlT• 'l'he dopoo11;e of weekl.T reportiq 
aeaber banko outoide of lfew York 01tT aado a now bigh of 
tl8.4 billiono on Ootober 8. Dopooito of woekl.T r~orting 
••ber banke in !few York Oi1iT, on 1ihe other hand, haYo de­
ol1ned rooontlT, and on Ootobor 8 wero t 543 a1111one or about 
4.5 peroont bolow their all-tiae bigh reaohed on KaT 28. 

v. Jlow !ap Iuue or Britieh Jla1iional War Bollde 

!ho B:r1t1eh GoYeruaent reoentlT anDounoed a new tap_ie­
IIUe to IIUooeed 1ihe 2-1/2 poroeat Jlational War Bonde, 19%-481. 
wbioh haYe not been anllabl.e th:roup 1ihe tap oinoe Au.pet 1 ... 
'!'he now bonde Will be 2-1/2' e of 1~9-50. 

'!'he Gonl'Dilent bond ~~&rket had b"n prepared tor 1ihe 
announo .. ent of the lleW ieeue bT goYernaental reiteration of 
a ohe~ aoneT polioT with re~eot both to the war and poet-
war periode. A rieo in the"gilt- edged" aarket , attributed 
partlJ to the Gonrnaent '• poliOT etateaent, had oreated a 
genuine two-va1 ~~arket in the 2-1/2 pe:roent National War Bonde, 
1945- 47 , and 2-1/2 peroent National War Bonda, 1946-48. Both 
i .. u .. floated olear of the ailliawa prioe (par) du:r1q the 
period folloWing the ololiq of the tap for the l.atter eu1ee 
on AUguet 14. 'l'he eatablhl:lllent of IIUOh a aarket 1D the old 
tap iaeu81 wae ooneidered prerequ1o1 te to the offering of a 
now ieeue. 

!he laet aiaute ruth to 11Ubeor1be to 2-1/2 pe:roent 
llational War Bonde, 19~. relllllted 1D l.6o a1l.l1ene of 
11Ubeor1pt1one du:riq the l.aet two daTe of the offer1.!!g, 
railing the total eubeoriptione to that iuue to ~911- ail­
Hone, or the equ1Yalent of ne&rlT t2,000 aillione. A 
l.arge ehare of the l.ate 11Ubeo:r1pt1.one apparent11 ooneioted 
Of OODYereiODI before Utu:ritJ Of 'l':re&IIU:I'T Depoeit Reoeipte 
held b7 banke, vbioh bear intereet at 1-1/8 pe:roent, into 
2-1/2 peroent bonds, although additional"oaah pu:rohaeee 
were IIUbetantial. 

Attaohllenta 
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KiKOR.tNDU){ ----------
October 15, 1941. 

To : Secr etaey ){orgenthau 

From: ){essrs . Fole;y and Pehle 

You ~ be interested in reading 

the attached record of a conTersation between 

Kr. Fiot, the French Vice Consul and Treasurer 

of the French Embassy, and an officer of Foreign 

Funda Control. 

/ 
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•o Kr. Pehle 

TREASURY DEPARTMENT 

INTE,_ O""CE COI04UNICAT!ON 

STRICTLY CONFIDENTIAL 

•Row llr. Timona 

GO 

D4T& Oetober 14, 1941. 

)lr. Andre Fiot, Vice Conaul of France and Treaaurer of the 
French Eabaasy, Waahington, D. C., called on me b7 appoinblent at 
3 o'clock toda,. 

Kr. Fict, atated that he had been sent upon an official 
aiaaion of complaint, handed to me and asked that I read a 
letter addressed to him by the Riggs National Bank. Such 
letter quoted the report clause contained in the freezing control • 
license whioh governa the operation of the French Emb&alf account . 

Such report clause required detailed information with 
re;J:~~t to all tranaaction.e through the account and l.illl.1 ta cuh 
wi awala~ The letter from the Rigga Bank indicated that it 
intended to ln)' a charge again.et the account to cover the coat 
of reporting. 

Kr. Fiot atated that when thia letter had been brought 
to the attention of Kr. Henry·H&Te , the French Amhaasadcr, tbe 
Ambassador had flown into a fit of rage and had d8J1811ded that 
the account be closed immediatelT or that all p&Jmenta be made 
in cash rather than by check. I pointed cut to Kr. Fiot that , 
as he already knew, the account of the French Embaaa1 could not 
be withdrawn fr0111 the Riggs Bank except under llcen.ee and that 
the Treasury Department could not allow the French Embassy to 
make all of its p~~f~Unh in cash. Kr. Fiot stated that he under­
stood this perfect17 and aaid, "privately, I agree with you whole­
heartedlT"· He further stated that he had been inatructed b7 the 
AIDbasaador to call upon the Treasury DepartMnt and lodge a 110at 
nhement protest about the charge the bank ia l e'V)'ing and the 
report requir..ents in general. He stated he hoped that I under­
stood that he was foroed to make this visit and offioiallT 
lodge the protest; however, he said that he considered our report 
requir ... nta to be a good idea and very necessary, adalng that 
he had "his own auspioion.a• regarding certain tranaactiona. During 
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my conversation with Mr. Fiot he several times used the phrases 
"his own ideas" , or "his own suspicions", in referring to the 
various financial transactions of the French Government in this 
country. 

Mr. Fiot further inquired as to the status of the request 
of the French Financial Attache for the release of additional 
funds to the French Government amounting to approximately 
$6,000 per month, to cover the expenses of the military and air 
attaches . 

Yr. Fiot stated that the $91,000 per month being currently 
released was not suffi cient to p&J these officers and that they 
were pressing him for their salaries and office expenses. He 
then added for mf confidential information that he felt the 
military and air attaches and "all their assistants•, should 
go back to France, for they heve no business here . I indicated 
to J.lr. Fiot t hat the question of release of fu.rther funds had 
been discussed by the Treasury and State Departments and the 
request had been denied. 

A8 he rose to go, Mr. Fiot said that if I desired any 
information I could put questions to him f rankly and be would 
answer frankly. 

• 
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TO 

TREASURY DEPARTMENT 

INT1rlt OI"'''C1r COMMUNICATION 

Secret&l'f Korgeath&R 

Ke11rt. Fole7 &D4 Peble 

62 

DATil Ootober 15, 1941 

You inquired with reapect to an it .. in 011.1 ot Pev•cm ad 
.Ulen •e col1111111.1 which inaicated that the i'l'tU1U7 recentlT 
rnened i til polic7 ot allOif!Dg the Gel'IWl Gonl'lllltnt to .ate 
pa,ymente !or the Jl&inttll&!lot ol the Gel'IWl ltllltn !rca the s. s. 
Columbua, n01r intll'!ltd in a cup in lin Mexico, "rh• article 
indicated that accord1Dgl7 the x.algration and Batural.i&ation 
SerTice in the Dtpvt.nt ot Juatice hu to pq !or the uin­
tenanoe ot the11 •e-. 

The onl7 application which hu been denied b7 the freU111'7 

I) relatin to the Jl&inttll&!loe lltpllllltl ot the inttl'!lld Ge1'IWl Ita­
men wu en applioati011. filed bJ Frits Wiadiii&Dil in J'lme 1941 
while he wu atill Couul General at Su lruoilco, We apphoa­
ticn indicated that the Couul General wuted to .ate p..,_nta of 
$15,000 per 111011.th !or thie purpo11 but did not indicate the bank 
accounte !r0111 which the p...,..nte would be Mde nor the pereou to 
whoa the pq110ta would be lllde. !he Treu1117 indicated that it 
wu not in a poeiti011. to approTe thie application but that a new 
applicaticm would be oouiderad which ehould inaioate the lunda 
!roa which the pqMnte were to be ..a., etc. We haTe apprOTad 
eenral ...U applloatione to debit u account in a ....U bank 
in In Mexico to .ate pqMD.h !or incidental expeu11 in oCIIl-
nection with the Jl&inttll&!lct ot the •e-. · 

Thle utter hu been dilouned with a repre11ntatin of the 
_Jmmigration •nd ll&tu:r•H utl on Serxiae, who lildioattl that all 

the-appllcatione which the7 haTe eupported in connection with the 
maintenance ot the crew of the S. s. Colua'bua han bean approTad 
by the Treulll'1 and that the7 han no 1ntorut1011. which wonld 
indicate that the u .. in l'e&l'l.llll eM II'••'• oOl- h ao.ourate. 
The Ial.gration and Jatural.iutiOII. Serrloe hu been adTieedtliat 
the Treu1U7 will be glad to coneider 111.1 applloatiou filed 'b7 
or on behal! of the Gel'IWl Gonl'DMilt to .ate 111.1 pe;pMiltl of thie 
nature, the expane11 of which would otherwi11 be bol'!ll b7 the 
United Statee GoTeraa.nt, 
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TO 

I 

TREASURY DEPARTMENT 71 
INTER OFFICE COMMUNICATlON 

O AT& October lS, 1941 

3ec~tary I' crgenthau 

At the request. of lleaara. Jesse Jones , WUl Clayton, tonald lielson 

oM John H-, in their official capaeHiea, loleaars. Harry P.opkins 

and St.ett.inius in their capacities aa Len~aae Superrlsor and 

Lend..J~aae Adl:dnistrator, reepectivel,y, have authorhed the 

Proeurecent. ll!.vision to make contracts for copper to be prcduced 

in the next few months at nriable prices in excess of the dor:te.tic 

price ceiling tor copper fixed by t he Office of Price .l.dminist ration. -./ 

The ~~r.~ounts involved approach 9 ,000 tons to be produced in the 

next six months. The cmtract 11111 be executed tomorrow provided 

certain stocks or copper on hand are first t aken by t~.e Dutch 

Goverment , which undoubtedl,y will take such s tocks, 

I have advised 1tr. ltacl< that ~.e &rrancoment. seeoa proJl<'rl,}· develop-

ed anc' 1 have no suggestions, 

' 
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BRITISH AIR COMMISSION 
17U ..,...,.CHUII.,.,. AVDIU. 

WMHIHCnOH. D. C. 

liitb tbe co~ta of BriUah Air eo-iasion, 
who encl.oae Stata•nt llo. 1 (dAted. October 15, 1941), 
which 18 a renaed and upl1tied version of t.bo atat.­
ment the last one of which •• nu.bered J5, 

Tbe Honorable 
Hall%7 llorgent.bou, Jr. 
SecretarT of the Tre&IU%7, 
llaahiDgton, D. C. 

October 15, 1941 • 
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TO 

TREASURY DEPARTMENT 

INTER.OI'l'ICI: COMMUNICATION 

Secretary Korgentbau 

Dave H. Korr1a, Jr. 

DAn October l5, l~fl 

Subjects H. R. 5336 (Introduced by Representative Fulmer, aa 
"Farm Credit Aot of l~fl") wbion was brought to 
your attention by Kr. Paul Beater. Tbia bill b&e 
been referred to the House Committee on Agriculture. s. 17~7, identical to House bill , referred to Senate 
Committee on Banking and Currency, 

Request• (duly acknowledged) for an opinion fro• the Treasury 

Department on the above have been received aa follows: 

Prom the Senate Banking and Currency co-ittee, July SO, 19fl, 

Prom the Director of the Budget, September 29
1 

19fl. 

No request baa been received from the Houee CoiDIDittee on 

In ad~ition to r equesting our opinion, tbe Director of the 

Budget aleo eent ua a copy of a very l engtby report on the bill 

prepare~ by the Depa.rtment of Agriculture . 

'lbe Treaeury baa been working on it1 reply, but the final 

report ie not yet ready. 

A check .. de thie morning (by Lawrence J. Berna~ , Assistant 

General Counsel) wi th Senat or Wagner'• office, oonfirae previous 

information to the effect that no current action ia contemplated 

by the Senate Banking and Currency Committee . While havi ng th1a 

• 

• 
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d11ouea1on wttb Senator Wagner•• office, it waa requeated that 

should an7 aotion be contempl ated on the bill, the Treaaur;r be 

notified promptly, ae it wae indicated that tbe bill had aoae 

1111portant provhion• and the Treuur7 would like a111Ple opportun1 ty 

tor oone1deration of the bill. 

I aball, in accordance with your requeat, endeavor to 

tu111arhe ayaelf eoaewhat with the aatter, 

• 

' 
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Ootober U, lNl 

Dear Eleanor 1 

Ferclln&Dd IWm ha~ pl'epana 
the lnolo .. a •11110ranaa. I hope 
that 7011 will tua 1t uehl. 

~tteotlODatelJ JOIIrl, 

Kr1. Prankllll D. Roo••••lt, 

Th• lhlte Bouae. 

7? 
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October 14, 1941 
~eoretary Worgenthau 

1/r . Kulm 

F.ere is aome aaterisl tor ~ra, Rooaevelt which may 
Le uae!ul in her broadcast next funday. The l et t er w~ ich 
pro111pted ll.r s . Rooaevelt' a i nquiry to you c!ealt with (1) 
freedom of apeech and {2) lLNitation ot protita, ao t hie 
m&terial will deal witL both. 

On freedom of apeech: The acid teat of freec!oa of 
apeech ia not whether a citi&en a~ould have t i e r iGh t to 
aay "yea .• People are perfectly tree to aay •yea• in P. iller'a 
Germany or in &nf of the other preaent-day despotiama. The 
real teat of our freedom of expreaaion ia whether a cit izen 
has the right to aay "no". l':e have had that ri~;ht for 150 
yeara, and it ia ours today. 

In t his connection it might be worth quoting from t he 
late Justice Brandeis who aaid: 

"Thoae who won our independence by revolution were 
not cowerda . They did not tear political cban.,o. They 
dld not exalt order at t he coat of liberty. To courageoua, 
self-reliant men, with con!idence i n the power of f ree and 
fearleaa reaaoninc applied t ; rouch t he proceaaea of popular 
~overnment, no ca.'ber flowin · from apeer~ can be deemed 
clear and preaent unless t he lncl~ence or the evil appre­
hended ia 10 imminent that it may be fatal before there ia 
opportunity tor full diacuaaion. If there be time to erpoae 
t r rough diacuaaion the ! alaehood and tallaciea, to avert the 
evil by the proceaaea of educetion, the r emedy to be applied 
la more apeech, not enforced silence . " 

The letter-writer who proteated to lira . Rooaevelt waa 
particul arly upset about alleged name cr.lling oo the part 
ot thoae in t he majority in thia country. ~e complr.ined 
part iculerly about the word "tra itor" aa applied to t hoaa 

• 
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who oppoaa the P1'11ltlent' 1 forllr,n policy. Tat be algbt juat 11 well han o•plalDed of the word • .. r-ouger• u appllt4 to the PJ'ta14ent and tboat who btlltTt •• he doea. The truth I.e that there baa been auoh too auoh na.e oalll.nc on both al.dta in our great latrioan debate on foreign poliQJ• Tt will not help the Br itlah to cet a lingle extra pl&At b7 calling the laolationlata •traitor•• nor will l t help the i•olailonl•t• to t aln a • lDfl• Tote in Congr••• by calling tbt Pr .. l.dt nt I •wl'IIOnger. 

Aa a .-tter of fact we ba•• been fortunate in the high level of our dl.acuaalon on Aaerl.oe'a policy toward the war. One baa only to co~re the Congrt11l.onal dtb~tea on the Lend- Lea1e bill l a1t aprl.~ wlth t boat on the Lta~ue CoTenant l.n 1939 to ••• how much wt baTe gained l.n at riouaneae and ln fre edoM from Tituptra tl.on in the paat 20 yeara. The preTa• lenct of naae callinc today dot• not alter the !act that our great dl.aouaaion I.e being carried on with far 1••• par tiean­abip, f ar more tairneaa and far ~re undtretandl.ng than waa ahown in the daya of Woodrow Wilaon. It may be that a f ew ot lbt crl.tl.ca of the Preaident•a pro~• are genuinely contemp­tuous of our dtaocratl.c way• aM genuinely anxioua to bt of al.d to foreign power• which art out to ceatror our American ayatem. I t thl.a ia the oaae, it would 111ft to call for vigilance rather than auppreaal.on. 
Now aa to the l l.aitatl.on or prori ta1 
In at-Gat eTtJ'1 country it baa beooat an accepted pr inciple of goYtrnaent that a few oitiaen• ahall not bt allowed to enrich the .. elYta btcauat of a national ... rgtnoy. We in our country learned our ltalon in thia rt~ptct i n the Chll War. The World , .ar lett allllone or ua fttll.ng aort atrongly than eYer on the aubjeot. The propoaala ror profit llaitation alrtad¥ enaottd l .nto law or auggeated by Ad•l.nia­t rat ion apoke,..n are alaply another attempt to act upon the dttp abhorrence or all Aatrican cl.tictna for tba profiteer who enrl.chea hla1tlf out of hi• country •• danttr. 

• • 
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In a atat ... nt beto ... the ll'ata allll Ileana c-1tt11 o! t he Houae on April 24th, 1941, Secretary llorgenthau diacueaed thia quaation aa tollo.~a 

80 

~~ all want labor to earn fair wagea, the !ar.ar to baYa hie proper ahara of the uatioD&l inco.e, allll buailllll to .. ke a !air profi t. Pleaae note that I uae t he tera "!air" protlt. llo bualneu, no Aaerioan ebould -.lee inordinate and exceaaiTe pro! ita out o! lhie national emer• geD01•••• The American people do not intend that 1~ of their nuaber ahall crow r ich and !at out o! thia country•• danger. They will, in ~ opinion, eupr.rt a~ !air an4 workable tax that will help to keep t b 1 fro• occurring.• 
Our• ie not the onlJ SOTera..nt which baa atteapted to act upon thia deeplY felt inatinct o! ita people. NeTille Chaaberlain, the bead o! a conaerTat iTe goYern.ent in England and leader or the ConaerTatiTe Party, waa juat ae ••phatic •• &D1 a .. Dealer when he aaid to the RoUFI of Co.aona on Apri l 26, 1939 a 

"I whh to •ke clear that the tiM when the countey ia engaged in a aajor war ia not the tiae when indiTiduale ahould be inoreaainb their fortunee out of the oondltiona which war creates. It ia the GoYeruaent•e intent ;on, there· fore, i.! auch a war broke out, that leghlatlon be enacted which would iapoae apecial penalti ea on profiteering and proYide that a~ increase• ln profit or lndiTidual wealth ehould ba approprla tel7 curtailed to benefit the atate.• 
Thie pledge b7 the leader of a buaineaa·aen•a goTern• .. nt in England waa the baaia of ••rr atrict 11ceaa pr ofit• laxation which waa introduced lmaediately af ter the outbreak o! war. 

It alght alao be of i ntere st to note that Winaton Churchill apoke atrongly about wartlme protita in hie apeech in t he l!ouae ot Co.-on• on Juna 1, 1937. Vr. Churchill then oppoaed aJll prot ite tal whi ch would •penalise the apirit ot lndiYl .. ual darin,; and lnit latin" but he added thh pauag11 

• 

• • 

' 
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"PtraoallJ, I do Mt Iliad aa,i1 that I would baYI r.oe u far attar the •r (tht World ar) u a oapital "1• It aeaed to .. ud I thillk to other• that it woul4 han b .. n quite tab to MJ that M ou ahould o•• out ot tbe war richer than he went in. I think that that ougbt to be oouidlrad in out .. han aMthar Wlfortllllltt experience of that kiad." 

Thtrt h11 betn DO Yoiot rahed pubUolY in A .. rioa to euggut unli.Jalhd budoeu pl'oflh during the -"f'D01• Tht difftriDOII haYI been oonoerntd aore with data le than with broad prinolple. 

In particular there are eo.. who 1a1 that defenae profit• only thould be ourtailed. Yet bow oan ou deter­aiDe wbiob profltt are t he raault or the dtfenet prof~ .. and which are not? The bo• oonditlona in Aurioan uatrr tod&¥ art all the outg?owtb of our h116• ddeue txptlldi ture. So•• ooapaniea haYe earned greatlJ inoreated profit• beoau.e tbe7 actuall¥ ukt ,,.....nh1 othera 11"1 earni~~& greatlJ lncreated profit• beoaute tht7 tell to the people who art earning hlgber wagtt in the dtftnat profraa• It wlll be Ytr7 hard to draw the line, without let ing great nuabere of ooapanltt ttoapt their fair tbare of contribution. But the Aatrioan people will inaht that "whatenr .. tbod 1a ohoun, t l,ere thall be no tnrichaant u a rttult of our 11a tional effort. • 
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r spoke thl.s moming to IUu Th0111p8on 
·at the llhite House to ask 1! 
llrs . Roosevelt wanted this materiel 
for h er broadcast t01110rrow nilil!t, 
October 12. 

IUas Thompson sa.id that ohe cl1d not 
wunt it for this nek but 'tfOilld like 
it for the followin& Sundey and 
wolllcl like to have copy by Thursday 
morning, the 16th . 

Ia . IDIIII 

• 

I 
I 
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Ouar Henry: 

,.ur;. ""H ·~ .JO _$~ 

W ASW'to:G•O "f 

October 8, 1941 

11111 you please read this lettor 

r.nd piw me a statement t hat I can use in 

tey no>rt. broadcast on this whole thill£. 

nffectionat.oly, 

83 
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Mrs. Fro.nklin 
1'/aohington D. 

Denr !.!adam: 

STANLEY S . STEWART 
ATTO .. N&Y•AT•LAW 

aazo A . t. u . •~oui.OtH• 
COLUMIU8, OHIO 

October 1 , 1941 

D. RocAJvelt 
c. 

, 

,, ,A, 
, 84 

I listened with consido~ble interest to your 
broadcast on the evening of Sunday, September 28th. I 
heartily agree with your declaration"to the eff ect that a 
dococraoy meant rul.e by majority; and that a democracy was 
not in danger as long as the minority had the privilege and 
right ot free speech and expression. I believe t hese 
declarations sre sound. 

Your announcement , h~vever, raises these queries: 
Ia the right of free speech and expression guaranteed and 
protected by a majority which mali gns t he members or the 
minority who dare to express beliefs and opinions contrary to 
t he beliefs and opinions by tho majority? Is this right of 

( 
tree spoeeh, which you opined proteoted democracy, safeguarded 
by an administration whose mouthpieces call any one a traitor 

- who han the temerity to express an opinion differing from the 
opinion entertained by the majority? 

Many, in the United States , who have rendered it 
a grea t service, have had the courage to differ from the 
national administration, and because or this difference have 
been called traitors, and have been accused of being in 
aympat~ with Hitler and his i deas . 

In this connection i t is ot interest to note , that, 
recently, secretary Morgenthau s tated: "I do not think we are 
asking a business to do any more thRn its share by giving up 
everything over six per cent. " Not very long ago IAr. Hitler, 
speaking in Berlin, said: "In 1113 eyes a six per cent. dividend 
is sufficient. " There is considerable similarity between the 
expressions of the two gentlemen, and yet I would not , tor a 
minute , accuse Mr. Morgenthau of being in favor of Mr. Hitler 
and hie ambitions . 

However , Mr. Morgenthau does not stand alone, in 
the official family, in the express ion ot such ideas. Mr. 
Adolph Berle, Jr., Assistant Secretary of State, said: 

"The government will gradually come to 
own most of the productive plants of 
the United States . " 

• 
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wr, Berle also said: 

"In the sense that a bank 1a entitled ' 
to a profit or a reward for something 
or otber ther e seems to be no reason 
for ita existence," 

sometime ago Mr , Tugwell, closely associated 
with the administration, said: "Business will logically be 
r equired to disappear , ThJ.s ia no overstatement for the eff ect of emphasis , It ia literally meant , • Then, after co=enting 
about the necessity of the government allocating support and 
supplies t o business , Mr , Tugwell said: "The first step to 
control would be to lim1t the allocation, 11 

Today our newspapers are filled with cocments 
regarding tha dangers of the disappearance of ama11 business , 
because the allocations are to the major business institutions 
of the country, and the small business cannot obtain material 
to continue their operations , This destroys both the amnll 
busineso and the jobs of the employees in the smal l business . The expressions of other people connected with the federal 
administration for the last several years could be quoted, 
indicating that thare is a design on a part of those connected 
with the federal administration, to destroy competitive busin ess and to destroy the results of independent thought and action, 
whether it be of the majority or the minority, 

Mr , Morgenthau, at the time he made the statement 
above quoted, had a very laudable reason for the utterance, but it sounds so like statements made by other people connected 
with the national administration, when the present emergency 
did not e:xiat, that it all sounds like a part of one great scheme. It seems to many of ua here in the Middle West that those who 
have had the temerity to oppose the administration have the 
wel fare of the country at heart more than, and at least as nuoh as , the administration itself , 

I think I sbould not have addressed you this l etter) had you not said something, in your broadcast, last Sunday night with reference to the privilege of talking back, In one of your many broadcasts it would be interesting to have some comment 
from you about the doctrines of the men quoted herein , 

Respectfully yours , 

SSS:pw 
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October 10 , 1941 

Honorable Her.ry :.:Orgentbau, 71", 
Soc re tary ol' the TreaourJ 
ttnshin.Jton , 0 

Dear ,... ~~~';l:.IJ • 

OPI::Im h:l.l lon,:; planned fit t i to colebro•e tho 
oi!Jhty- t:itth birthday or n sroa .l. orican , J'tl!ltiee 
Louis D, llro.:>deis , - );ovo::Jbcr l .3t b , 1941, J'U:>tiee 
Brnndeis has , alas , pesGCd boforo it becaoo possible 
thu.o to cel ebrate his b1rth44y, But OPDIION still 
wiohoo to make end proeervo n record or the reverence 
nnd honor i n 11hich J'ustice Brondoia rms hol d by his 
orm contcUporaries , by tho UlOn nnd r1a:xm flho , l L'<» hl.r.l , 
havo left their il:lprint upen thi:> gener ation, 

In.>tead o f askins you to send u birthJcy tribut e , I 
ventux-e , as OPINIOll'o oditor , to uk you to render 
the service of scndin,:; ::o , not lotor t~.an October 20th , 
for tha ::o'ltl:tber I ssue of o::t:::tOllo c tribute to the 
=>ory or .Justice Bra:ldeb, ..tlich •ltcll convey ;-our 
""nsc of his value to ADeri""" lite "" one of its trul;y 
srcnt eor.s . It should , it ~o•oiblc , be brou.;;ht vithin 
tbo l!.t:lits of th:-eo to five !lUildred ,,,,,,Is, 
':lith appreciation or ;your valued cooperation, 

• 
S$7s'ei'/ Rabbi s tephen s. 'i7ill0 

• Regraded Unclassified



Brandeis Man of Great In 

~ "' ._ t f'! tbf lr.AI\1 ltlb• 

~" ' .t t e Lo;.~.t 0 Brandt•• 
ll.t du'A lar. s._~r.day, 

lh•~u- '' e swop:u •~· 
• ,. 1\~ b~tlllt ·!.he peo-

J..J' ·'' -de<'• not ao down 
t., "f:t "' llr>f\tht r Llnco!n, he 

lot ch1~n r!ed •• the 
n\U)' L!ncolnliln 

r to f l!'!tlt "'"J h!a 
:r' r<•t •n•' • .ut;c•t.)·, 
;.:oru Jt !t. I • t~ J.11U«'.t 

.u r. ~ •M thc.r 
..... : ~J ~~ Jl\t u.amptu 

:\ ~t Polt~~.-al(al. 

.. ~ <"' the rtf"-"C'd 
'-" a c f".l,-at.on b•)f'f. 

.N M'. ud .u t«;rvd 

;, '• IO.U N"-.U.OIIf, Ct• 
doto~iltfrtl<nt \Hth the 
boiltl~t•t Jk}IIC•f,., v.tHcit 

.,. rnonopohHIC. hoe 
I] tOtUI.t('liOn \\ ilh ll'lt 

co;~cr •hoe muuractur· 
b..n-:lt'd IOCtlhtr In .an Ot&ln• 
~:l u.ted lb.t Shoe Manufat· 

Alhan, c ln 1n t iTOtt to 
10p • monol))ly ~hlch ther 

t:o.:~ ht1d onr Ml• 
!":- rr.ak~n.r l~t-ear, 

··e·.t t., e:udel1. meet 
·trtb~t thf'm In 1nt•· 

Ht uupttc!. 

lri'"b'''""IO,rn Firm 
:·t ' ~ Ut ,\lll•nc-e 
Ut n (Wt:,- lftu~ 

..1: .t ' f hu ~;..~~ 
'" .. .... erm f"r 

~ •!."t~t .n rfN~~n'• 
• • \ .... ~t't 

Hu a<1lon U not betoll'lc 
koo•-n WtUl JUn latc::r. •lt.ea. a 
Senate C':OIC.rl\llt" "'as ~l4«r· 
Ina h..• nomination br Pruldent 
W•t.cm tor ~ Supf'flr!c Coun. 
B rande!a" oppooeo.a a~ him 
of d ouble dulin,a, of knlAI'IJ hla 
former clitl'llJ tor the moner he 
C'OI.Ild &•t ou~ of it. The tlory o f 
Br.tt1dt l1' reluial of the I« wa, 
dr.H\'ft from another l•wyer rc• 
taln~ by Unhed. It \\'AI tht 1o1ft• 

asuilable aniwer t o the cbtrJC:J 
of double dullnJ,. 

Sf.n•t.or WdlJiJn .t. CbJHon, 
Wen VLr&inla Dtmocnt, •bo 
M rYtd G.a tbe commHtec •b~eb 
con s idered &he .noml.tl.lt.on. 

aum.med u-p the thuiU lb\11: 

-Tbe mon Jl&cJ6a.nt fact ln 
&h.1 cue it that )I: • .Bn.Juk.l \ ol• 
u:nt.ud )' and •tlh J:U) ~fO:fPC'Ct f;;r 
pn.St to h.u:ruU! ;axe up h .. ron. 
ne:ho::. "'' Jth a pro!iu ble c:liv.t u 
'oon u he bt::~me t'OO\ an~ed that 
1ne policr l.t .,.as punuin;. and 
\\OI.I ld not chan,e. v,.u wronJ • 

.. Four )'tan later. al'ld aca.~n 

"lthout desire tor prolh lo him· 
JtH. he ca,·c hi.J ;.uiJtuce to thc 
etfor1 to uop wbat be bt:Uencl 
would ~ t.he future and lntrt:&l­
lna ~trect upOn the communitr o t 
lhe wront poUcy. 

"lt ma.r well be asked: How 
lona don an cr.nployma~ mor-t.­
I•P th'« la•·Y~.t'• ~ieoct':' .. 

Bnnd.rilo" iet~J:il7 e&m~ to 
z:ub1tc ~t·.mtioo a.pi.o dunn& boa 
1\Nt )·eu• on the Supruce Court 
M:!:.'l.. Tnt c«s:t "AI t~ eoc.udt-r 
th~ ~.:tl".ft•tuttonal;.~)· ot a.:t ..-:t ot 
Con::rflt avlbor..tic.; d~t )I ftl• 
m~:n Wa;e ~:d fl! the D...nttt\ 
rt Columbia ~ pn.tenbe """'• 
l :tlnd.•rd.L 
Brand~.!~ rt!U~ te Jl&rtl.tiPI\t 

7!'.·• .'.a~ hlnrton ~ost - Sunday, Oct. 12, l '?l.l 

la Itt. pton:tdlft.&t beuule hit 
~u.&hln. Ul.ubeta, • u Mer~tary 
or ua. l.:Jftt•~ Wace 8oud. 
TIM Kl "'u lfwalld.atecL 
P~tbJpa the bt>tt kaowa ot 

Btand~i.t ftthll tor •·Jut be con· 
1idtr~cl Jv•t and rlahl • ·as bU 
Oppo•IUon of the J. P. Mor&u In· 
tertt'-' attempt to 1:0nt.rol all ran. 
trolley and eout.al stumtbip lines 
Of New E111 IJnd under the New 
York, Ntw Hnen and Hartford 
R•Uroad. 

'Coun1tl for tho Public' 
Brandt~ par t Jn the AJht was 

•• C041nJtl lor tbe pubttt, ~ s~u­
appo,nttd t.ttt . But In oppona; 

the meraer ht 10.1 ldet~t:.Aed •ilh 
W!.IIA&m 3. l.a'Artn«. a la:·a:e 
atocl bo:der 1ft ottt of lhr: r.tl!fOfd.l 

•b•th IAt lJor&.an i;OltrHU .ou&hl 
,, abtOrb. 

Brtnde_. dtthned 10 ~eee-pt ~ 

Itt from lA-.ren.ce, ma•nt.alnJnr 
b;.~ ta.tk \\a• t~ look out tor the 
public J lnttre,t. Uv. renee·, tn­
ltre.u \\ u Jnddcnt.;L 

NO\'trthele.u. Brandeb pc:raon· 
ally p•lcl to hit O\\ n 11'4' Ib m tbe 
l« ""' ldch he would ha,·o cba.ratd 
Lu,·nn~ bad he &et\'ed I.J t.he 
1\ockholdtr'• Nuniel. Tbe- amou.ot 
.. •• 123.000. 

It ,.., ,uch ~haracte.rlu!c IC· 

Uont on the part of Brande!.& th..lt 
Pr~tWtl'l t W UJOft tuomtr.ltd vp 1n 

a Mt..,ace t.O tile Stnatc dunn~ 
'~ 8dU JPlftll H~lin, "'the 
ptOplu la•)tf" on tM SYpre.~ 
Cour'-

• He •' a tne~d ot a.:.: 1wt n:.u 
ami a hHr c1 1.\e l .&tn .. " •-ro;c 
Wd.JOn ... .,nd be k~'~• • more lu., 
hO,.• to ullc aoo,.l lhf' r.Jb:-be 
Jl:nov. t .. ow t11 1tl IL lttrtta~"d i t~ 

01« ta~ of IIJ enem.u ." 

' 
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sourco: \','ho'a h'ho 1940-41 

9! 
• nn~d s 1 Louis lle,;L1tz 

Jurist; b . Louisville, Ky., Nov. 1), 1856; s. Ado1oh and Fredericka 

(Oemhltz) B. ; ed. pvt, and high schools , Louisville; Annen Realschule, 

Dresden, 187)-75; U..B., Harvard, 18771 hon. A.!l . , 1891; m. Alice Gold­

marl<, of New Yonc, l!ar. 23, 1891; children-Susan (Lire . Jacob H. Gilbert), 

olhabeth (Mrs . Paul A. Raushenbus h) . Admitted to ber, S t . Louis, :ro., 
1878; ;>ractico, &>.:ton, 1879- 1')16; """· ·.iarron!, !?randeis , 1879-9?, 

E~ndois , Dunl:4r :. llutter, 1897-1916. Colli\!Jcl tor l.!r. Clevis in 

Ballinrer-Pinchot investi~at.ion, 1910, and tor shiooers in advanced 

frei0ht rate inves t1 ~at1on betore Int-erstate Coooerce Go=>, l<ll0-11; 

snl. counsel Interst.<lte CO!lttlrce Comn. in the second adv:mcc freight 

rdte case, 1913-14; sp1 . counsel for the Oovt, in the R1r.~s Jla t . Bank 

case, 1915; counsel for the people in proceedinRS involviny. eonstltu-

tionality of Ore. and Ill. women's ten-hour laws, Ohio nine-hour l aw, 

Cal if. eight-hour law, and Oregon ninimum ~are law, 1907- 14, and in ore­

oorvin~ Boston JIIW\id oal subways system, establishing Booten sliding-seale 

~·· system, 1900-07, and the ~!ass. savinrs bank insurance, 1'?07, and in 

ooooainc the !lew Haven oono!'Oly of tra~.snortation in !I . S ., 1907- lJ; chmn. 

arl>Hrat.ion bd, New Yonc c.a,.,.,nt •;ort.e rs' strike, 1910, ane under the 

nrotoeol, 1910..14. Ch!!Jn . of ? roviai onal Com. for General Zionist Affairs, 

1014-16 . Appt.d. asso . j ustice 3u!'r m:te Court of U. S., Jan. 28, 1916 , and 

a aaUI:\Od office June 5, 1916; retired Feb. 13, 19J9. lion . me,.,. Phi !leta 

Kapna (Harvard). Author: Othe r People •s l!oney, 1914; IlusineM, a Pro­

rossion, 1914; The Curse of Bi~ess; also art.ieles on oub . franchises , 

life ina • 1 WQjte~amers 1 life ins . (aavin('s txlnJ< ins.) t acientifiC tl&ll&ge-

1:8nt1 labor oroblecs, railroads and the trusts, Zioniso and Jewish '>roblems, 

etc . Contbr . to legal revs. l!o:oe: rlonlnce Court • .est, 'Oashingten, D.C.; 

( 811111::18 r) Cl\a t hao 1 1!4os • 

• 

• 
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TREASURY DEPARTMENT 
92 

DA,.. October 15, 1941 
~ Secretary Morgenthau 

"'o" Mr, 'lhi te 

I 

There 1e attached a liat of memoranda and reporta 

prepared in tbe Division or Monetary Reaeareb during 

JUly, August , and September, 1941. 

" q ""II 

I,.~ ' lVII I ~ \o o l ;/\ 
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11e1110randa Prepared 1n the D1v1a1on or llonetary Research 
during July, August, and September, 1941. 

The Need for a Plscal-Defense-Plannlng Commi ttee. 

The Present Price Situation. 

93 

Reports of daily information regarding our trade with Japan, 
Chins, and Russia; also dally data of what leaves Philippine 
Islands and where it goes . 

Es timated Loaa ln Customs Revenues from Six Principal Concessions 
to Argentina . 

~euador • s request f or a stabili zation credit. 

:Jollar Relief to the British Treasury. 

suc:ary and analysis or "A Deferred Income Plan" . 

Tee~~leal ~rors ln Farm "Parity Pri ces" and other farm subsidy 
concepts. 

Developments of speci al interest in the Far Eastern Situation. 

Russian Financial Resources. 

Plan to train Latin American men. 

Methods of Economic Warfare . 

Di gest of Mr . Hemingway ' s Let ter on China. 

British ~plre-Amerir. an Cooperation on Problems ot Post-War 
Recons true tion. 

'larious memoranda to the Secretary su=ariz1ng llr . Coe 's reports 
f rom Sngland. 

Exports of petroleum products to Spain and Portugal . 

~xports to China, Japan and Russia as reported to the Treasury 
s i nce July 28 , 1941. 

Labor Supply and National Defense . 

Devel opments in the British Lend-Lease Program . 

Summary of "Interim Reports on the Program for the Acquisition or 
Strateg i c and Critical Materials" . 

Stabilization negotiations wi th Ecuador. 

Econo1111c Defense Functions Adminla tered b)' the Treasury. 

Negotiations between the Bank or England and the Yokohama Specie 
Bank ror the eatabllsbment or an Anglo- Japanese Barter account. 

- - - "" 
• Regraded Unclassified
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.rapan••• abort- tara t'llll4a 1D the UD1te4 Stat••· 

sateguudla& the Coat'lcleDUal ••bar~ ot 'IPII-,00. 

'!be Federal Reaerore Propoaal to ralae Reaerore Raqull'·-ta, 

Report on the Control of Capital Bxpen41 ture, 

11r . Bean'• -orandaa to Vloe Prea1dent Wallace. 

A tiaoal Progr• tor the CaleD4ar Year·1942. 

Specltlc ObJect1one to the Barna1'd Plan. 

Brlthb public opinion and pqlng for the war. 

Nickel Pr1or1t1ea and Colnege b7 the Kint. 

Statement• on 1ntlat1on in 1915 and 1916. 

Suggeeted Rev1a1ona in the Defenae Saorlnga Bonde Progr ... 

Iceland'• Dollu Balancea in the United Statea . 

Economic Conditione 1n Iceland, 

Swedieh reaction to ·tarroriu in lforway, 

Wage Contr ol• in Bngland. 

Icelandic Trade Agreement. 

'lhe dtuation ot the.JPlted Statea with regar<S to aUal. 

'lhe United Stat .. Wool Situation • 

.t.ddi tional data on apparel wool recpll'-ta and auppliea in the 
United Stat ... 

Foreign Trade - Colombia. 

Bri tiab pa,..nta arrangl.enta with Latin .t.Mrioa. 

D1epoa1 t1on ot the Auatralian wool reaerve. 

Federal Reaourore control or inatal~nt credit, 

Co.aenta on preaent tax bill. 

Rec-ndat1on on new un-plopaeDt needa, 

/ 

Regraded Unclassified
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Division of Konatar, 

Research 9G 

proposed Statement by the Sacratar, on inflation and the purchase 
of savings bonds. 

Effects on the United States economy or stopping Japanese trade. 

Demand Deposits and CUrrency in the Total Supply of Money. 

Report on hearings on tho price control bill . 

Short statement on the increase in currency in circu.lation (in 
terms intended tor use before the public). 

The Federal Reserve Proposal to Raise Reserve Requirements. 

Tentative Plan to Control Expansion of Bank Credit. 

SWillDIIry of report on English banking policies. 

Germany ' s Tax Revenue and Policy. 

The Pood Situation in Continental Europe . 

The Economist confirms our conclusions on the European food 
situation . 

The importance of French North African phosphate supplies t'or 
continental European agriculture. 

Recent Developments in Gorman War Finance. 

Recent Economic Developments in France. 

Recent financial developments 1n the Netherlands . 

Evidence of diacr1m1nat1on against Americana by t he Japanese in 
Japan and Occupied Chl.na. 

Japan 's foreign exchange posl t ion and ita new significance aa a 
result or the freezing of bar asaata. 

General transportation cond itions affec ting the shipment of 
supplies through Burma into China . 

Developmen te of special interest ln the Far Eastern s1 tuation. 

Exports to China and Japan as reported to the Treasury since 
July 28, 1941 . 

Price Control Measures in Japan since 19~7· 

• Regraded Unclassified
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D1w1a10D of IODetar,r 
a .. eaJ'Oh !T7 

oea1rab1l1t7 ot continuing dall7 report& on export& to China, 
Japan and U.s.s . R. 

Bvidence that Japan 1a veering from Alth . 

~ueetiona raised and auggeationa aade b7 llr. Pox which have not 
been adequatel7 considered here, 

The illlportance ot l(una1ng ae a Foreign Exchange llarket . 

Brit i sh preaa clipping& on U.X. tood a1tuat1on. 

Proposal that the United Statea conclude a trade agre•ent with 
China. 

Polio,- with reapeot to aale ot -'--rican- owned property 1n Gara&DJ 
or oeraan-ocoupied countriea . 

Contribution ot Swiaa 1nduatrJ to the Oen~~an War Ettort. 

Silver Purchase Prograa and National Detenaa. 

Preliminary Estimate ot Canadian Investments in Latin America. 

Reduction of India'• Sterling Debt , 

Foreign long-term investments in the Philippines. 

Stu<l1 ot • canadian Direct Investment• in the u. s.•. 
Dollar Relief to the Britieh Tre&euJ7. 

Conference in llr. Gaaton' a office August 26th to d1acuss dratt 
t elegram to Winant on d1atribut1on ot Lend-Lease goode. 

Review ot the negotiation• on the tranatar ot Britiah plant 
tae1lit1es to tha United States. 

Developments 1n the British lend-lease program during the past 
taw weeks . 

Ruaaian armament purchases as a aouroe ot dollar relief to the 
Brit1eh. 

Anelyaia of B. P . II . comait.enta and Pa,...nta b7 date ot signing 
of contract. 

Preas Reports on Seoret&rJ o a Teati.aonJ on Price Control Bill • 

• ' 
Regraded Unclassified
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QlleatiODI and -••r• trca tba Saorat&r7'• preaa ooa1'ercoe ot 
JUn• 28 on tha aale fl Bl"itllh eeourttt .. aDd lnveetaente 
pledged to the R. P.C . 

Earning• ot Britieb-owned borax and potalb. 

Conference Jlll7 12 on tne problem ot Blook:ed llatlonala Reeidina 
in Latin .Alllerioa. 

CoiiiDent on F.B. I . Stud7 ot Jlll7 16, tran•ltted to the Seorat1r7 
ot the TreaiUJ'7. 

Information to be 11oured b7 the Boonoaio Defan11 Board. troa 
General llaxwall. 

Foreign lneuranoe oc.panJ.es 1D the United State•. 

P.B.I. Inveatlgation ot P1Dnilh ~rioan Tradtng Corporation. 

El1alnat1on ot the Italian Air Llna to South ._.rica. 

Preclusive aalling in Japanese aark:eta in n.utral oountrlea. 

Dr. llu von der Por ten. 

Summary of "Recommended Plan tor Government Control ot Coffee 
Imports•. 

Exports of U.S . llerchandlse to Hew Zealand, India, Auetralia, 
Union of South Africa, United ~ingdom, Brltieh llala7a, 

Summar7 ot Coamittee Action on Britiab Requie1t1ons Exemtned. 

Dollar Rel ief to be granted to the Britllh Treaa=7. 

Brltllh Dollar Poeition. 

C0111111enta on Canadian eatiaat .. ot their balance ot p~nte vie-a­
vie the United States tor 1941. 

Highlight• ot aeetinga with the Britlab in Seoret&r7'• ottioe 
on Jul1 10 and Jlll7 lB. 

'!be Canadian- u .s. Dollar Probl•· 

Price Control in Canada, 

• Regraded Unclassified
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D1Y1d01l of ... Urf 
•••MI'Ob.:.. 99 

Requ1a1tion ot Caaad1m Bol41Dga ot 0 . 8 . aacuritlaa aa4 other 

1nvoet•nta. 

B1gbl1gbta or .. teri&l raoei'l'ed t'l'oa Jlr . coe. 

'lbe Sri t1ah Dollar bob ana• PoeitiOD - MUIOI'mdlm tor the Pr .. !441Dt. 

sterling requlreunta ot the o.s. Go'l'amaent and the propoaa4 
muter agre•ant with the Onlted King~. 

Ecuadoraan FlDmce lllD1atar 1 a Repl1ea to question• during aeating 
at Tre&aul"J on .t.uguat 18th. 

Prel1plim.r7 estlaatea or lnveataenta 111 Latin Alaer1oa held b7 
Axis and .U1a-oocup1ed countries aa4 SpelD. 

Study on Boll via. 

Observation& concerning the author ot "tbe Funotiona or the 
Executl'fe". 

Inter la Report or tba Ca..ittee on akilled aen 1n t he Service. 

Prime lli.niater 1 a statement on war production, JUl7 29 . 

Price and lncome parit7 ror agriculture. 

Suggeated Rertaiona ln the Detenae Savings Bond& Progr•. 

Collado •s Report to Onder SecretaJ7 Ball on Progreu l .n llexican 
Negot1a tiona . 

Formento Corporation'• applleation tor a $5 million l0- 7ear credit. 

Request b7 Peru tor mintlng ot 4 llilllon one-halt aol colna. 

Legal Baaia dt the Coloabian Stabiliaation Fund. 

Progreae or the Argon tine and Orugua7an Trade Agre•enta • 

Coopera tion with Coordinator Rockereller•a trainl.ng progrUI tor 

Latln Americana . 

'l'elepbone con•eraati on w1 th Jlanuel Pox, .t.ugust 29 , on Chine a& 

Stablliaatlon Probleaa. 

Sending or Treasury men to Central America. 

Should treealng control be extended to Latln .t.aarlcaf 

Regraded Unclassified
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Dhia10D or lloDat&rJ 
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statue or Mexican, Cola.blan and !cuadorean nagotlatlona. 

Bolivia: 5,._.17 ot Laurance Duggan' a Report to 11r. Welle a, 
JUne 1941• 
eoono•i•t to edit the Inter-American Treeaury Bulletin. 

Colombia'• gold poeition. 

~rent cocoa aituation in the United Stataa. 

Study on ColOIIIbia. 

Propoaad Cuban currency haue. 

Pectore relettng to Cuban propoaala. 

Petroleua aituation in Japan. 

SUggested propoeal tor precluoive purchase by the United Statee 
or North .ltrioan Pate and Oile. 

U. S. Exporte ot Petroleum Producte to Spain, 19~7-1941· 

U. S. Firms with Oel'lllan connec tiona . 

L1ceneed exporta to French North Atrica. 

Letter to the Secratar, or the Treaeury re ownerab1p end 
activities or the Bata Shoe Company, Inc. 

S~ry or State •• •Aide-Ma.oire• concerning conditione under 
which lie., ... will be granted to Italian coneular and other 
agenciea. 

Suggeated Treabaant or Debt& owed •Rationale• by U.S. Firaa. 

Export Policy ot PPC. 

Proposed Editorial Coaaittae tor Monthly Bulletin. 

Should American tirae be permitted to receive pa,..ente or dividend& 
and royaltiea t1•om their Dan1eh ancl Norwegian aubeldiariee When 
such payment& are macle by cteb1t1ng the blookecl dollar account• or 
Daniab and Norwegian nationalat 

Ford Motor Company'• application tor llcanae. 

How the o\cllliniatratlon ot Export Control Worka. 

Regraded Unclassified
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General Motor• applicatioa, raqDa&t1a& ~aaiqD to aell 
Relehaaarka paid to Oeoeral Motore Oweraeaa Operationa bJ 
1 t o Oorat.n aube1d1U'J', A4a Opel. 

Poro1gn P'wlda Control and blport Pol1cJ. 

101. 

Should Alllor1oan tiraa and individual& ba granted uc ..... to aell 
their proportJ rigllta 1D O•~J or Oenaan controlled c011Dtriaat 

r.<eetlng to dlaouu probl• or Met1ng aortlaatlon requ1r-nta or 
oecur1t1ea or national& . 

Under mat oirowutanoea ahould AMrioan bank& be lie.,aecl to 
reco1 ve pa~n t or the crecl1 ta dua under the O.raan-.a.eriean 
Standatill Asr•••ntt 

current Trade Asr••ent Begot1ationa with the Brltiah l!llpire . 

l!r1tiah toralgn exchange control. 

Xeeting or JU17 17 on the problea or Oeraan repurchase or their 
Standstill debta. 

Proposed Export PolicJ tor PFC. 

Preaen t methode or the Britiah in ezploJ11'18 Exchange Control •• a 
bargaining 1.natrument in world trade. 

Tlme Lag StllclJ cour1ng application• aubaitted and l1ceneea 
1uued under General Authorisation• and Spacial Licea••· 

Applications involv1ng a projected aale ot certain Aaerican 
cllrect 1nveataenta 1n Polish Sileaia and Galicia to a Sw1aa in­

terest tor about ·~,570,000 w1 til probable ultlaate resale bJ the 
Swlao to Oenaan 1Dtereata. 

Should l1cenau be granted bJ FPC to aport vanllla beans tro• 
non-American aourceat 

Alleged obligation to tranat'er additional tunde troa the blocked 
account to Specl al Account A or the Bank ot Indo-China. 

Further Note on Indo-Chin••• Withdrawal or Funde . 

Importation ot aaterlal troa the United Statee into Portugal tor 
eventual re-export 1Dto Spa1D. 

The aupplJ or aarka tor realttanoea under General Lioenaea Bo. ~2 
and llo. ~~. 

Financial notea or 1ntereat taken tree conaular report• on Prance. 

Regraded Unclassified
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Pa111ont or debta or Sube1d1ar1ea or uerican rinaa 1n oooupied 
terri toriee . 

Pol1C1 with reapeo t to the aale or American-owned pro pert, 1n 
Germany or German-oooupied countriea. 

Plnanc1al notea or intereat rrom conaular report• on Spaln. 

oiacuaaion with repreaentativea or Now York Banke and Brokera, 
July }Oth. 

102 

Desirability or expanding study or servicing dollar obligatlona to 
include tho Orient. 

Shall Foreign Punda Control permit the revoraal or tunda from the 
account s or certain blocked nationa to the accounts or gener&Lly 
llconaed nationals or those ot other blocked nationals! 

Preliminary Data on Japanese Importa ot Raw Cotton and Exports ot 
Co t ton Goods. 

Impac t of ailk shortage on employment. 

Tel egram of Mr. Harvey D. Gibson to the Secretary of the Treasury 
on tho Denial 'or s Standstill Application . 

I 
Companiea Engaged 1n the Production and Refining and Marketing ot 
Oil in South America. 

Wboleaale Pricea a.nd Cost ot Living 1n Germany. 

Price Control Meaeures 1n Germany. 

U. s . Policy with r eapect to the axport of cotton to Japan. 

The use ot lmporta, and other aeana ot pa.,..ant tor exports to 
Japan . 

Japeneae unblocked foreign exchange aaaata. 

Japanoae Lumber laporte troa the united Statea. 

Tbo importance to Japan or the American Fur Trade. 

Japanese Importa of Citric Acid rrom the United Statea. 

Klacellanooua Exports to Japan. 

Regraded Unclassified
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Reaearcb tOO 

use or Blocked. Japaneae P'lmda to pa;r ror exporta to China . 

Appl ication or Paraaount Pi cturea , Ino • 

.Anal;ra1a of R•ittancaa under Speoial Licenae to Spain, Portugal , 
Switzerland and Sweden. 

German &xc.bange Control. 

Japanese Regulation ot Poreii!D P'unda. 

Den1ala ot Remittance• to China. 

Application to tranater $~ . ~50 tor benevolent uri< license teea 
rroa a blocked Swiaa account to blocked account in the n-e ot the 
Geraan~Aaerican Standatlll Cred1 tore. 

Considerations involved 1n the licenaing ot tood parcel abis-enta 
tc ene111 and ene~-occupied countfl••· 

Application tor 11cenae to unblock Hungarian dollars 1n order tc 
effect intereat and other pa;rmenta to certain v. S. creditors. 

Application b;r the Swi6a Nati onal Bank tor a license to withdraw 
gold. 

Remittances under General Licenses ~2 and '' and kindred apecial 
llcenaea. 

Trade Application• (other than Diamond• and Pictu~) involving 
Gorman and Central Buropean Rationale. ,. 

Shall Poreli!D Funda Control permit preaent!ng banl<a in the u.s. 
to return dhhonored. checks and bank dratta to theae banka 1n 
blocked countriea troa which they were obtained tor collection! 

Trade Appl1cat1ona (other than diaaonda and pk turea) in•olv1ng 
Prench, Norwegian, Belgian and Italian National•. 

Briti ab control ot enaay asaeta and or foreign exchange trans­
actlono. 

Recent Price Trenda in t en l eading oa.aoditi ea exported troa 
Latin America to the United State e , 19,9-41· 
Remittance Pe ea charged b;y or iginating and tranaait tlng banka and 
size ot r .. ittanoea aa r eported on For. TPR- 1,2. 

Dutch Beat Indian depen.dence upon r.porta fro• the Yen bloc . 

'!be adlo1n1atration or For eign Funda Contr ol ea an inatruaent ot 
econoalo detenae. 

• ' Regraded Unclassified
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Trade eppUcatlaae ( otllw than c11UIOII4a and piotur .. ) lDvolvJ.Da 
Jepaneae natlooala. 

Application• tiled with PPC ~ioh 1Dvolved taporta 1Dto SpaiD 
proper, Ausaet l ~usn Septeabar ~. 

Application• tiled with PPC ~ich involved laporte into Portllgal . 
Proper, Auguet l tbroU6h Sept .. ber ~. 

Application to debit the blocked account or tbe ouarant7 Truat 
Co . ot N.Y. , Vich7 Branch, $500,000 and credit the Texae Co., b7 
order o f i t a French aubaid1&r7, Rattineriea, Petrole Oironde, 
Perla . 

Appl ication o f the Swiaa Rational Bank tor a license to withdraw 
gold t roro e&J'S&J"k to be exported to Portllgal. 

Tranaac t iona concerning centrain Foreign Dollar Bonde. 

Anal7aia ot Miacellaneoua Application• report Aug. 1 - 22, 1941 . 
Japaneae Application to purchaee Aaerlcan-owned propert7 1n China. 

Wartime Regulation of Foreign Direct Inveatmenta 1n Japan. 

I t alian Control or Foreign Industrial and Commercial Bnterpriaaa . 

'!be "llew Order• 1n Europe: llotea on the expanaion ot tile German 
banking 878t ... 

Alien Propert7 CODti'Ol 1n tile tlili ted ll.ngdoa. 

"llaaon1te" wall tile fro. Canada. 

Siaal and Henequen cordage and twine troa Mexico. 

Cream aeparatora fi'Om Canada. 

Harveet bat bod1ea of Palm_leat from Mexico. 

Current reporta in addl tlon to the above: 

Dall7 report on traneactlona 1D d_.atlc atocka (compiled fi'Om 
S.B.C. tigurea. 

lletlkl7 U.bla: "Balances and EaraaJ'ked Gold Held tor Foreign 
Account•:-

- ~. •) 
r. , • - .... -;,: . . 

~ ... .,.. .. , 
• .. ~ ... , • c . ' . ' 

• ' 
' --.. 

.. 
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current raporta (cont1Du4) 

weekly table a •11et Cap1 tal. aD4 Gold •ov .. anta•. 

xaterial for aonthly !reaaury Bulletin. 

Correspondence a 

lll Letters replied to. 

In addi tion to the above, •aterial falling 1Dto the following 
eategoriea ia alao prepared: 

1. A large number or tablee on var1oue ite..s. 

2. Reports on eontereneea 1n which this Division 
participates. 

105 

3. Participation 1n preparation of aome of the statementa 
and epeechea by the Secretary • 

• \ Regraded Unclassified
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?liO!!: .American Conaulato General, Sha nchai, China 

~~ October 1;, 1941, 9 a. m. 

l!O. 1 1472 

?.'!!:£ FOLLO',iU:G I S Sl!RIC1'LY CO:ri>I lllll:TIJ.L. 

1. Local repreaentathu of t he llational. City ]l...,;c 

IW4 the Cba .. Be.nk be.ve given the Coaou.lau General the 

followin& intorr..ation: 

o;oho Stabilhation :Bo&·ci recently bee ._ ... au4 that 

the C)'.aae :Bank &Dei the ::ational. City llank joillt l;r rent or 

tS:<e over the :San.' of China vault• which are ill tho be.Dk 

( !) or t he bnllciin.; of the build. Tho buildi ng r eferred to 

i t tho lnrboo t and moot aubat antial bAnk buildillg in Sbe.Dgbai . 

Thh buildi llg hae never boon occupied up to thi o time. 

The St abilization lloard, it ia undora tood, wi abaa t o 

atoro a lar60 quantity of national eurroney notoa in the 

vault a for oa!a.Jceep~.n&. (Tba notaa •tarred to are atorod 

ill the abovo-...,ntioned ..l.ceriean banka at tho proaent ti,o. l 

A ttlap-am bee beoll abow t o ce " hic:h it troa tho J:ational 

City Be.Dk in llew York. In thia c&blt , tho atatecellt ""'' 

Qlldo that ' bann;; c:onaulted l\eahi llg\Oil1 tho llatioDal City 

liDDk approved tho vault a.rrangtl:lent aubjoct t o an •.dequate 

rontnl Dlld p rovided that the Shan£t~i Amorioan be.nka t ocure 

ill writing 'eOIIJ)Ot ontl.y slgneci p rotectiOil ill all reopecto', 

vJ.ich vould 1nelu4o UJ:1 rilk on loaao, ell¥ necouar;r 'nlult 

ttaft, ~ otbar COiltenta ill the -.o.ult , &Dci tl'Nloporto.tion 

ttrou&b otroota ea ~ell ~ i nt erferellco by third parties, 

• 
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poUUO&l or pl'ift\e, 

2. tm ... q\11..-enh aentlo11a4 al>oTe 110'1114 be 

Yirtuall7 ~oodble to aeet &114 at &117 rat. 1 <1o 110t 

cone1t.r tbat H wuld be upe4hl1t tor t hea• t 110 Aaer1Ga.~> 

roatol11 eat forth below& 

a ) 111 ouah a pooit1on the banll:o 110ulcl. be 111bJect to 

t he IUIIP1o1on tb&t the;r were !'l'otectinc tb& llN>k ot Chin& 1 o 

b) ln tho cmtr&l dampation the aunic1p&l pollee 

would be the onl;r oource of night prot.ctlon, ancl. without tb& 
tor tho bu1ld1nc, 

opec1&1 protection ot the police/the r1ok ot ator1Q& the 

currcc;r 1n the -..aults would be =warr&l1tecl.t a11cl. 

o) Si nce the 'bul.ld1D& 1t o1111ed b7 a Ohineoe GoYtrnment 

:Bank 1t 1o obv1ouo tb&t 1 t would, 111 thout queoUon, be 

aaons thooa to be eei sed at t he outaet in the eYent that 

at &117 t~ abould the J'apaneae b&.,. p.1necl. full control 

ot the Internati onal Settlement, ( f) the bu1141ns ie withallt 

protection, 

J , a.centl;r the Cmee llatinnal :Bank •'- the auueation 
1n Sb•ngbai 

tbat t he (e&ah -f)/ot the S\eb1lhation lle&rcl. be tranaterrecl. 

to the naae ot the 1're&llll'7 ot the Ul11 ted Statee &11d held tor 

1 te account 1n t he YIUll t ot the :Bank ct Oh1n&, to be leaaed 

Jc1ntl;r b;r the Shanghai branch ot the Oheae National :Bank and 

the SbaQ&ba1 branch ot the llat1on&l C1t7 :Bank • • t.pcei t or1ee 

ot 

• 
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of u.. ll'r•..rT ot tu t1mh4 stat .. wt th• ~oUon 

hoe bean ,.J•otl4 b7 U.. Stablllatlon llo&r4. 

4, I f11'1117 re.,.._.,d U..t M;r pl&D C<>nte.platiac 

th• talr:icc oYer, t1111p0rar1l;r, of th• buil41ac of thl 

knJc of Ohiu., or A117 part of it, b;r Aloarioan banlte or 

..,,. other .loiDerican intero eta be 41 aqprond., 'ftd e would 

iDYOlft too CJ'e&t & riok Of political OO=PlicaU ono Alld thl 

nood t or f1D4ing opace for etonp ll&e not been cl.ote...S.:u~d. 

One ottlcial of the lhotioD&l 01t7 BeDlt hee •cl.l the atlil!:e.­

Uon tll&t ourplD• Cbi.Deae 118tiocal curreno7 be cl.letrc704. 

uncl.lr the uwal and proper aafo£"AZ'cl.o, 1'here oo.,.e to be 

a C<>ndcl.lro.ble UI011J>t of thio currenc7 in Sbn£ha1, 

I eh011ld appreciete beiac adrioed it t he Department 

approne of the attitucl.l l!hiah I h&Ye taken concerl11ng thio 

matter. 

1'hio telecraa 1o beiac eent to th• Dlpart..ent and 

1o beiac repeated to ClmDCkicc. 

01 

• 
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10!1 ---- 1.10 
'!be a\\ache4 cable ..Ue reformee \ o ! ll of October 15, 
ob1oh h pre1U1111obl7 C.ble llo, ll<!o froa Bone Xonc of October 15, 
5 •••• 

't , :Dietrich 
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In r~lr retor to 
7'1 893·51/7327 

llJP.AJriS(D! or SUD 

October 22, 1941 

!n. Secretary of State prooonto b1o cospl!Eento 

to t he l!onorable tho secretary of tho '!'roaiiU')' and 

tranomito hororlth copioo of tolo€J'Illl no. 423, dated 

October 20, 1941, from the .AIIlericM D:1buo7 a t 

O~ing, tran&mittin& to tho '!'roaoury Department a 

me• "«• f roa Ill'. CochrM. 

lie. 423 ! roe C~ing, 
October 20, 1941. 

• \ 

1.11 
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Chunskin& via N. R. 

Dated October 20, 1941 

?.ec'd. 12:04 p.m. ,21ot 

Sooro tary of St ate, 

~}. October 20, 1 p.~. (SSCTIOU 0~) 

:C'ollolti~~e converaaUone vi t h l!inloter iW>C and other o1'!1cialo 

of the J.:inlotry of Finance e.nd Central :B&.lk of China I ;,..,.. beon 

llu.nded oopy of' o. comcunlce.tion elate<! October 20 and addressed 

by Kunc to Chen aa CllD.irlliBll of Stabilhation :Bonrd of China which 

io quoted herewith: 

0 1 have noted your letter o! October 15. 1941, together ~th a 

aomor&ndum referrinG to certain moetiac which the members of tho Board 

had 1fith Sir l:oimoyer , V.r. JMoo 118xter and Jeoeo !!erlo Cochran at 

l!ona O:ong on October 12, 14 and 15 rupect1nly. 

'o'hilo I 861'•• gonorellJ' to the Yievo o! the Board of therein 

contained, I have the tollovi~>S oboenat1ono to make: 

Ono. I th1Dk that t he iaaue o! a now licenoo authorizing any 

bank in the Uni ted Statea to accept ordero remi ttance out of blocked 

o.ccounto of Japanoao nationBJ.o ae otatod in parae;raph one e (l) ot 

the oaid memorandum mD¥ have the added clani;or of giving the JO!>anooe 

• 
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... opportu1t7 to .-ke ,.., ot tbooir flmde otboom .. co.pleh}T 

troau .. tor illatance tboo Ohineoe u.Uoul ourreDC7 tboa acqa11'14 

.,., be utiliud for tboo purcha11 of raw •terialo 111 Obiu.. 

Two. tboo Chiu11 Go-r-naoDt 4eoir .. t he t44;1Uo11 of tboo 

followia.& Chiuae b&lllca .. nco•eD414 b7 the Board to tboo liat of 

•ooopereUac" b&lllco: Sh•ngbet Oo-roial aD4 SeoiDCO ~. tO. 

:Bo.Dit of Eaat J.aia Llaihd, laUoDal 0-roial :BIIIk Lial.tld, 

Cbooldaa& laduatrial :BIUllc Liaitld , tbe :BIUllc of Canto11 Liaited, 

cmtr11 .. Chineoe :Buk1JI& Corporation, Iillchinc !onlrln& CorporetioD, 

Ch111111 :B&Illc1nc Corporation. 

QWS8 

HPD 

Co~J:lc:l0/22/41 

• 
------------------------------- -----~~-------
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COPT 

Socrotar,y of Stato, 

laobington. 

Dated. October 20 , l.Ml 

leo' 4 3t07 p.a. , 2lat. 

423, October 20, 1 p.a. , (SECTION !WO) 

lloreatter, th.o e.Mit1on of Chinoll beJllca to the liot of 

•cooperatin«" - oboulc!. be •c!.o on the roc..-nc!.ation of 

the lloarc!. &Dd wUh the &!'Jil"OYal of tho Chinooo Gonn>Mnt. 

U4 

fhroo. ·!ho followl!Jc 1a a Hot of econta c!.ool.&t>ated 1v 

Central Bank of Ch1oa 1o tho follOIII.o& 41otr1cta 1o cot>DOct1on 

•1tb OTorooao rea1ttazlcoot Joderatod Kalaf Statoo Bank of 

Cb1oa, Si~~ppore, Dutch ll&ot lo41 .. I!&ok of China llataYia, l!w-ma 

llank of China lW>«oon , In41a llaAk of Chioa Calcutta, En&lazld 

llenk of Ohlna Lonc!.on, On1toc!. Statll of .boric& llaAk of Obit>& 

v .. t orlc, South Chlna (Bon& Ion& aoc!. llao&o) Bank of Chioa lion& 

Ion&, P!lillppineo llaAk of Co-=1cat1ona ll&t>1la lnc!.ochlna llaAk 

J'our. Aa regarc!.o paragra:pb VI (b), all onraeae reaittucoo 

colloctoc!. 1v tho Central llaAk of Cb1na will be cro41tod t o the 

lloard' o account w1tb tbe Central 1!&Dk of Cbl..o&. 
I 

J. cow of tbto letter will be handoc!. to llr. Werle Cocbr&D 

for communication to tbo Unit ed Statoe Tro .. ur,r.• 
Plan outlinoc!. 1o D'll , October 1.5, !rotA lion& Ion& bu thue 

boon aecoptec!. ey tho Cbl..oooo GoYir .... nt w1tb the oliajlt .-ndMnt 
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1odica\e4.. 

It 1a tho deolre of tho Chioeoo ofticialo that Jape.neoo 

ro,.ittenceo should not be ioclu4od io t bio preoont ar"""&''ment 

tor a=ondin& and oupplementing tonoral licenooo. In the firat 

pl ace these officialo prefer to oeo Japaneoe fun4o remain blocked 

in tbe United Ste.teo under preoent rogulationo rather than facili­

tate t he Japanooe obtaining fapi to uoo in China. Secon~ thoro 

would bo a teebaical objection to t bo Central l!Mlc of Cbioa doi:lj: 

buoioooo with Jape.neae ene2ioo under the ro•ittance pan aa 

oubDittod ~ ue . 

Reference ~po f of TiE October 15. Chinese treaaur.y 

officialo ere conferring currentlf in Cbun&kin& with British 

roproaentatives on serious oituation io Bon& ICon& and toward 

moaauree for etoppine; leolcage throueh black ma.rket there. 

Obineae officials also plan to proceed to Hong Kong thio 

week to pursue theee ne&otiatione. 

I truet that tho me~orandum now le&YOI the United Stateo 

'rroaour.y 1n a position to take oarif action on licenoas, including 

addition of Chioese b&Dlao, and diaoo•inction of infor.lllltion io 

reaard to tho deo~ted 860nto of tho Central Bank of Chineoe 

wlth regnrd to remittancea. 

(El!D OF l!i:SSAGE. ) 

CSB 

OO~Ilo:bJ:l0-23-41 

ClAUSS 

' 
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llo. 111 

ClmJicldQ&, October 15, 1941 

SubJect: Tranamittin& a WeQorandwo of Conversation 
Regardi ng China' • Economic Condition. 

Air Uail 

The l!ooorable 

Sir: 

The SecHtary of State 
'faabington, D. c. 

11.6 

I have tho honor to transmit herewith a memor~duo of a con­
vercation between Dr. Franklin Ho, ono of t he outttandine econnmiata 
of tho llanlcai Institute of :O:cono111ica , and a aecretar,y of tho Embauy, 
rogardin« t he present state ot China' • econoQic condition and the ~ 
neceaaity for taking steps to improve the existing state of atfaira. 

Dr. Ho ueual~ present. e. more pcuimht1c view of the future 
t hen ~oat government o!!icia1o. He i t i nclined to be !r~ 1n dio­
cutaing aattero and doea not tr,y to minimize the gravity of the situation. 

Altbo1J6b it 1s not too late to t ake atepa to pronnt an econoaic 
collapae, wbicb Dr. Ho fears, there 1a alw~a the danger that the 
Governoent will continue a t empori •ing poliCT until conditione beco,. 
ao gra. .... U.a~ in effective meaaurea c.&:l be t.aken. As Dr. iio 1nt1-
:u.tod., eo,. otfic1ala waoae duty it 1a to exert all their energies 1n 
an effort to prevent an economic breakdown do not aeem to realize the 
aeriouaneae or the position at praaent. 

Tho euggeationo !or checkinc inflation and riaift& prices advanced 
by Dr. Ho are very similar t o the pros ram out lined. in the momorandun 
aubmitted with ~ despatch number 113 dated October 13, 1941, 

Roapeotful~ yours , 

Zncloaure: C. E. G·auea 
1/ WemorandUQ of conversation 

OrJ.&ina1 and one co;v to tho Depart03<1nt by air mail 
Throe copieo t o the Departllent by ]>Ouch 
One co~ for the Division of COCCIIrcial Aff aire by J>Ouch 
One cow for the ConsulAte General at Shan4ha1 
One co~ f or t he :i:::>baaoy at Peipin& 

• 
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J:neloaure ao. 1 to deopatch no. 
177 dat ed October 1!1 , 1941 fr011 
tho l:a'bt.a07 at ChWI6lrlng. 

Wo3or~ of Convoroation 

Prooont1 Dr. Frallklln Ho, llanlcai Inatitud.e of Eeonomico 
Wr. John J • 1Jac4ona.ld, Second Socreto.r,y of Zmba.oO)' 

I called on Dr. Frallklin Ho ~ooterciay afternoon to di ecuoo 

117 

variouo economic problema e.nd found hill approbeneivo aod peaolmhtic 
roca.rding China's economic eood1t1on. at pointed o~t tba.t rising 
pricea and ineroa&ing inflation &l·o woalconine; China'• :power of reah­
tN>ce e.nd fears t he posaib1l1t~ of an econo01ic collapee unleoa now 
r.oto iaeuea are recW.ced e.nd the rate at wh1cb !X"icea are io.creas i n.g 
io chocked. The country' a deteriorating oecn~ic condition which io 
being intenoifiod ~ rapid inflation ohould be ~iewed with considerable 
concoro according to Dr. Eo. He bolluoo t horo 1o far ~:~ore dongo r of 
a Ch inooo def eat due to econoa lc caaooo than to oilitary weokneac. 
'l'boro!oro it 1a l.mperatin that the Gonrnnont exert every effort to 
cheek inflation and rising !'l"iceo in ordnr to continue reaiata.nce 
at;ainat J&Jll'.n. 

Dr. Ho remarked on the difficult~ in obtaining accurate figures 
pertaining to government expenditures and ronnue. However, judging 
fro~ 1nfo~ticn he hao obta ined recent~ at conferences end from con­
nraationa with various officials bo cona idort t he month~ expendltureo 
to ...,ount to $1,200,000, 000 (Chinese national currency) of which not ' 
much more than 10 per cent in collected in revenue. Consequent~ tho 
major part nf t he deficit io covered ~ incroaain~ the noto iosue. He 
stated t ha t he we.a not in a 1>0tit1on to s t ate definite~ bow web t:ll 
currency ia being incrat~.aool ~nth~ but oo~io:atoo that $800 , 000 ,000 
(Chineao national currenc;ri 11 fair~ aceureto . (Otiler persona ba.n 
inf ormed tho Enba.uy that oonth~ oxpondituroo are approxiJ!Ito.te~ $800 ,000 ,000 
and that now ba.nmoteo are bei ng 1oouoci to t he •e.lu.o or about $600,000 ,000 
a l!IOnth) 

Tho GoverDDeat banks have obt ained ootoa of 500 dollar denoaination 
roce:1t4' and 1>8ve been conoicinint; placing thea i n circulation. At a 
meo\ to& oi t ile executives of t he Government bankl a few days ago which 
Dr. no attendoci in aa advisory cape.cit~ he otrong~ counseled &gainot 
i aouing the 500 dollar notes. He bell•~•• thnt placing tileae not ea in 
c i rculation (the 100 dollar not aa are t ho largeat cieno:>ination at preaent) 
would have a ve~ bad psychological effect on tho public and cause enothor 
rho of nr1cea . ICe reninded t he bl\llkera or tho appreciable increase in 
)lricoa j;,. t one ;year ago following tho aj)!)Oaranco of t he 100 dollar noteo . 
I n thh regard he remarked that a ohc.rp rho in "rices occurred during 
t ho ~•t t en ~~ to which he attributed rumora that 500 dollnr notes 
wore to be ieoued abort~. 
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Jlr, Bo .-rlat4 \hat bo llaa 1IMD p~r1Dc ekUdloe oo. beak iat•r .. t rate• aDd depUe 411.rlBC ~ put f• 71an ud ~t bo 11M 'biiD ~d to u ... \hat, repNleaa of IUIJIN.,...tlaq lllclo iate .... t ratH offered l!J ....,. 411.riac r.oent aon~, beak depUe ba'N not iaor~ed. '.!'hie 1a o• of tbo lrretl!.kbll eipuo of aerioua u4 1J>. oreuiae iatl&Uoa. fbi faUU1'1 of 'baDlt dlplte to iaoreue l.a4icatll, u J)r. Bo a.ddood, .. , ~ 'Nlooi\7 of CI1J'I'IDQ7 circalaUoa 1a 1ao ..... 1Dc at ao a lllloral rate which 11 ill41caU'N tbat the poblio 11 lo111JIC ooa­t141ac• ill the CNJTIIlQJ U a .. diua Of IXahuc- aDd 11 oon'NrUGC lt into •-4lu .. u qu1ckl7 u po11ibll • 

.bother •leD ln41caU'N of adftlllied 1DtlaUon wbich llr. Bo ezpeote to aanifoat ltaelf 1n three or four aontha ia a aarkod dloreue ln i.....,.tr l.al :pro4ucUon. Ino""illC •ace• u4 coati of ..- •teriala are COillC to force MQ1 factorill to ClUe operatillC• J)r, llo oaid \hat 11aDf factorlll atarted t o cloee down ear~ in Jul¥ thia 7•ar whell tlw prico of rice , 1n which a lu,;e portio" of .._., aro pe.id, reached a ,.. ~. J,zq re4ucUoo. 1a tbo pro4ucUon of -=tactnred co•o41UII will cauao pricee to riao oUU hScDor. fbi ouppq of oOIIIlodiUII now lo far fr011 eufficlollt to ... t 4181D4. 

'.!'he propooal. for &Oft~nt aonopol111 on npr, •two, tobacco, toa and wino 11 lo~d upon b)' llr. llo ao a oorioua threat to tbo al.reaq woU.nod ocoDOaic con41Uoa, lie bllin .. that the a441Uonal. iatlaUoa which would reault lroa utabliohiGC thaoo otate aonopou .. would 'bl aore tlwo tbo count17 could atalld at pre10nt. Jiot olll7 woo.ld tha .ol-of currency ban to 'be inorauod to 4aJ1ceroua proporUo111 in order to finuco tha•tabllahaont of aonopolleo bol.t prlcoa of c0111lo41Uoo O'Nr wbich ~ acllopolloe - ... ootabliahed would bo'N to bl rabod. '.l'hla would reeult 1n a11 laM41ete lncreue 1n tho prico of al.l other co.oditl••· llr. llo aoo.....a •• tbot bo aiolld oo opportunlt, to porouado al.l 1J>. toreoted o:ft1c1al.o to drop ~ ..,....pol7 :propooal.l. :~Dept for a CI'OOIP 1n t bo llin1lt17 of Jlnaoce be bllineo tbat aoot officlalo ooe tho follJ of etate aooopolloo i.n ChlDa at preeeat. 

lith reprd to the aeUrtUea of tho Stabilhatioa :Board and ~ roeulh of tbl fi:'MdliC ordln J)r. Bo uid tbat be could not ' " tbat tbor had a1111 effect io UDoccupled Chioa. lie otated \hat tbo StablliuUon !card Call and 11 Mlnk1DillC a ticUUo~~a lrleroal. 'fal.ue or purchaeillC poorer of tho currenq. J)r, Bo explalned that bo ... no real. oe c .. ol\7 for aalotailliDt; tbo pre11ot external 'fal.uo of fapi io u auch ao oupplieo required fr011 abroad tbot are oeceoU17 for ChiD&1 o war effort are ob­tai•d DOW UDder •leod lAMe" wbich e11a1Dateo ~ neco11ity for Pf.71Dc for tbeoo arUclu 1n a dl:prociatld CNJTIIlC7• ' 

Boforo teraiD&tinc rq cal.l J)r, Bo aca1n expreooed bb fear of a ce•raJ. econc.ic collapoo unleoo a441Uooal. otepo are tU.n t o chock iJ>. flaUon. lie reaarltod that tbo adopUoo of prico control .... ,...., are 1\IC&IIted porio41cal.l7 u4 :propooal.l alOIIC thloo lilllo are co~~aidlred bol.t be bill.,.., \hat tholr ad.optlon woul4 do acre bara thall sood. It 1o no 
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loocer poeo1ble to ot•blllso )ll'lcoo at prooont lonle .n4 tbt •la ln 
Till, thoroforo, ohol!.l4 bo to rotud. u llllCh u pooo1blo tho rato at 
which Jll'icoo .ro U-bc. lfo •ttor What •uuroo .ro taken a cro41aa1 
incrouo IIWit bo oxpoetod.. It lo the ucoloratlon of lDcrouo now thot 
1o aaroillg u4 not tho •ro fut thot pricoo uo u ........ lDc. 

IntlatlOD 1o tho pr'--'7 eauao for tho latoot r ioo ln prlcoo c4 
tboroforo tho Oo.o1"1lllllnt ....,, •ttuk tho probloa f ro. that uclo. !'ho 
ro•oc!J rooh obdOWil,y in reducing oxpondituroe ud incrouiq ron ...... 
Dr. Bo o.l4 thot a etut hM boon - ln rogud t o incrouillg tu~to (011 WI¥ d.oo:Jatch nc. 54 4otod Jul,T 2, 1949) but illllth thot llllCh 80rl 
e.n .n4 1111.1\ bo d.ono. !Ia U4o4 tho\ no elDcoro ottort hM been -
t o rocluco oxpon41turoo. !'ho pro•lneoo u well u tho Contr.l Gon~ 
aont uo goi~~& ahu4 with nil 4onlopMnt u4 roconotrucUon plalll 
that roquiro wco appropri•Uolll. Dr. Ho approne 111 principle of 
tbeoo plalll but 1no1oh moat o~tl~ thot thO)' ahould bo poetpono4 
until tho cooutlon of hootllltloo. !h1o io 110t tho tl.o to be opo11d1Dc 
p>~>llc tund.o on azr:t proJoch that 4o 110\ contrl 'bo>to in o- d.lroct wq 
to tho wu offort. 

JJW 
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JJ!DICAII I.Da!'IOll, i!%LSI!ill 

Secretary of State, Vaoh~n 

October 15, 1941, 1 p . m. 

497 

OOllFIDEI.l'rUL - liOT i'Ol! Pt!BLIOATION 

'Yne Ji~~nhh bud&ot ootbat01, ao reported 1n our deopdch 

2179 ot October 14, goin& forward b7 pouch l eaving October l S, 

C~'¥ be OUZIJ!Iel'hod ooeew!lat aa tollovol 

1.20 

Jlu4&et .. tieotea for 1942 c:lll for icccDO Md e~i tureo 

ot 11 billion :::e.rko ao COJIPI'l'od vith DOre than lS billion :r.e.rko 

in 1941 budget. The tvo bud&oh oh?v a dif ference vhich 1o 

t\Ccoun tod for b;y tho feet that extraordinary exponditiU'ee ere 

toreeeen in next yeps'• estimate• on account o! var time 

co~ponoation roconotruction and r ocettleoent . Ac encouraging 

proportion of the r evenue• i o to be derived from tangible oourceo 

a=untinc to s.6 billion merko, taxation furnishing 70{.. Loano 

,.,.. to furnhh a!>l'roxbato17 2 billion aarko. 

Under decree no . 469 ot Decenber 13, 1939, hovever, the 

funioh Gonrnoent h o~:~poverod to eontre.c t loane to eeet 

de!1e1to ovicg to tho state of (t) and b7 virtue ot thio 

autboritati on t~e cudsetar:r appronriati ono hAve boon oxceedod. 

Tho 194o budget of 5 billion ".:-rl:c •hould be contraot ed , for 

o:woplo, with actual exponditiU'oo of 21. 3 billion 0\Arko do!r""od 

in ..,.-t b;y 5 billion ~:~uks of Mtual ct.ob r.-.onueo and 11.9 

billion marko f roco 1oe.coo. 

The present 
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!he .,re .. n• naUonal debt ot Pinlaz>A ucor41nc tc 1nton:aUo11 

eu!)plied 'b7 th e ~!inhter ot l'in~~X>ce, MOW>h tc 1110re t'ban 22 'billioll 

:llal'kD a.nli b7 the cloae ot the J:lrnellt Ytlll' h u peoted to roach 

27 bi llion mnr!:o. 'l'h1a Yee.r' • ect\lt'J. expenditure• e.re eatimo.ted 

to be 31 'billion marke o.• ag&ioet co.oh re•enueo ot 9.9 bi l lion ~~• 

Md dooeoUc l oo.ne of e.n undetermined OJOOW>t tc be nioed. 

SOBOE:ImJl 

• 

• 

• 
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TREASURY DEPARTMENT 

INTD.OI"PPCK CONNUNICATlOH 

#e"1 
C'~>~ 

1.22 

fO Socrota~~~ontbau f O 
•••" Mr. Dhtricb CON FIDENTIAL . 

Sold to eo .. ercl.al OOD.Corno 
Purebaoed troa eoamerel.al ooncorno 

1: 41.000 
£166.000 

Of the lattor &IIOUDt . 1:150.000 ,., reportod to baYt repr .. utod the procoode 
ot •chinor:r oxporto. 

Opn •rkot oterlin« bold otoaq at 4 .OJ-1/2. and there wre no reported 
trtlloacUooo. 

!ba .&.rcntino tree paoo . which U!prend to .2365 :r .. to..u.;r. reacted to4a;r 
t o clooo a t .2352. 

!!'he Urucu&J&n troo peoo ad.ancod 50 poiJ>to to clooe at .465() . 

In Nov York. clooin& quotationo !or the toroi cn ourrencieo lioted below 
were ao tollovo: 

Canadian dollar 
Bresill.an ailroio (tree) 
Coloabl.an p .. o 
Mexican pooo 
Tonaxuelan boliYar 
Cuban pno 

11-1/4~ diocount 
.0505 
·5775 
.2070 
.2610 
1/Sf. diacount 

!hero vue no cold t ruoaetiono cono-tod b;r uo toda;r. 

!bo federal looorn Bul: of llov York reported that tbo Bul: of O&nada 
oh1ppe4 $J,JOII,OOO 1J> cold troa O&nada to tho fod.oral tor aceouot ot t he 
Go•omaoot ot Canada, tor oalo to tbo liov York .&.ooa:r O!tieo . 

In London, opot and to..-rd oilYer wre &c*il> !ixod at 23-l/2d and 23- 7/1611. 
roopoothel;r. !bo 11. S. oqu1.alonto wro 42.671 and 42.5~· 

'rho Troaour;r' o purebsoo prica tor toreicn oiher vao uncban«ed at 35;. lland;r 
aod Baroan•o oottle1111nt price tor tore icn oibor vao alto unchen&ed at 3~3/4;. 

Ve IIA<l o no oilnr puroheo .. toda;r. 
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fbt re~ort of October 8, reeei•ed fro~ tho 7odor&l Rooer.e Bank of Nov York, 
ri•i~ rorei~ tltCiwl&e poaitiono or bloke and bookero in ito dhtr iet, rneoled 
that the total pooition of all countr i oe wao ehort the oquiyalent or $) ,886.000, 
a decreeee ot $1,191,000 in the ehort potit1on tineo October 1 . Net changeo 
were as follow•: 

Short Poeit1on Shor t Poe1t1on Change in 
Cow> try October l Oot ober S Short Poeition• 

Sneland•• $ 70 ,000 (Lon&) $ 8)1 ,000 (Lon&) $761 ,000 
Surope 2,553.000 2.570 ,000 • 17 ,000 
Coned& 20,000 (Lon&) 191,000 (Lon&) 171 ,000 
Lot1n A=erico 65.000 ll ,000 (Lon«) 76,000 
JapeJJ 31lo.ooo 3111,000 26 ,000 
Ot her Aele 2,2]9,000 2.115,000 J.6ll.ooo 
JJ.l ot111ro IQ,OOO (Long) so,ooo (Lon«) 10.000 

!otal ~5.071,000 $),886,000 - $1,191,000 

•nua ticn ( +) 1Dd1ceteo increase in ehort poeitlon, or docreau in 1on& poeitlon. 
r.1nua tii!D(-) indicates decreaee in ohort po eU i on, or incr e&u in lon&. poeit1on. 

••coabined poeition in r egietered a nd open oarkot et or ling. 
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MILITAI!J IIITELLIGIIC!I DIVlSIOI 
VAR m:PAR1'111n 

VaohiQCton, October 15, 1941 

SP!CUL l!OLLB'TII 
llo . 35 

rr-2/2657-231 

IIOTICll 

Tho information contalnod in thia aorios of bulletins 
will bo restricted to itoma from official aourcoa vhich are 
roaaonabl1 confirmed. 

Thio document ia being ciYtft an approYed diatribution, 
and no additional copioo are &Yallable in the Military Intel­
lisence Division. For proviaiona sovernlng ita reproduction 
aee Lotter 'U.G 350.05 (9-19-40) K-11-H. 

BAnL!l or Cll£'fl 
MAl :P - J!1!ffl L 1941 

Thh bulletin 1a baaed upon a atud1 recently prepared in tho 
Military Intol1lgence Division. 
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1. G!!NE!14L 

IW'l'RICTE!) 

BA'M'Lt or C!IE'n• 
lW' 20 - .ron 1, 1941 

The German conquoot of Crete, effected between tw 20 ond 

125 

June 1, 1941, conatitutet t be firot occasion in biotory when on ex­
pedi Uonary force tranoported by alr end Ill\ alr neet conquered a 
diatont hland protected by 1111 overvbel.mn&ly tU))Orior navy and a 
land garrhon vbieb vas cono1derably stronger, DWOerlcally, than t he 
lnvadiDC force . SU~ an out co=e vould have been untbiokable tvo 70art 
ago . Today, bovever , tbe reouU of that campalflll avakena acoDC 
aoldiero merely a lrlld f eellDC of surprise : tbe l111p0rtanee of alr 
power baa been brought homo t o tbe world since 1939. Ito i~ortanee 
wae so well illuatrated in Poland, Norvay, and Franco, that tho con-
quest of Crete from the air comoa, not ae a Julot Verne phantaa:~, but • 

rather at a logical otep forward 1D throe dimeno1onnl warfare. 

Tho Oer=an inYaalon of Crete cam>ot be recardod ao a reheN'tal 
for an attack on Great Britain. Tbe condition• under vhich tho Brlthh 
sought to defend Crete voro exco7 tionall7 unfavorable for tho defender 
and will probably never recur . :Srltiah alr pover wu almost noD-
exit t ent over Crote , aa the airfiel ds on the lalend Yere fe~ tn number 
and poor in quto.li t y : and the Roynl Air Force ln :;)grot """ too weak and 
too far away to permi t l arge ocale 3rit iob air intervention in tbe \ 
struggle for tbe ioland. 

SUeb a condition could not occur 1n a battle of 3ritaln. ln 
EDI:land, a otroDC Royal .l.lr Force at•.nda r eady to dilpuu alr o\ll)eri­
ority vith the Luftwaffe on e•en or close to eYen terns; vhereaa o•er 
Crete the tuporlorlty of t he Lu.!tvr.ffe was unchallenged. Eence . from 
the outcome of t hat local and oaoll ocale action no concluoione 1bould 

be drawn which llould also apply to a large ecalo attllek on :ilnglond. 

Croto, tbo fourth largeot ioland in the !4oditorranoa.'l, h 
aJ>ProxiJoately 160 mileo lons and varies in width f rom ?h to 35 miln. 
It ie axtre=ely DOuntalnouo: bigb DOuntaln--ttll exist in t he central 
&!ld euter n porto, and tho Madara Uountal.ne in tho vutern half of t ho 

leland r l1e t o an elevation of 8100 feet. 

On the wbole, t he ioland eontaina only 1> moderate acount of 
fertile ooil , but nevertheloot lt ia densely po~ated, the po,ulation 

in 1928 being &.?proximately 386,000. 

Oi'bo attached .,.P wi ll prove uoof\11 1.n identlf)'iDC tbe placu and areu 

centionod in tbio bulletin. 
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Ito oouth coaot io generallY precipitouo and lacko good horboro. 
stakia 1o the onlf port vortey of tho naN on thlo cooot, but non t hat 
1o juat an anchorage, without vharToo. 

~ong the north ... n coootal plain of Cr e\o oro the three princi­
pal oi Ueo of Cane a, lleti.JOO , and Beraltllon, u voll oo t ho ""leD41d 
anchorage of SUdo !q. 'l!le tact that all i..,artut otrateg1c obJo<>­
Uno of Crete vero located on thlo north coaot, !acing the GenaJ>-!utld 
ICalnland of O..eece, &114 tho lack of a ou1tablo harbor on the oouth 
coaot to facilitate Britioh communication• vlth lgrpt, vere major 
otrateg1c hondioapo tor tho Br1t1ah defenoe forcoo . 

The rood not of tho bland h interior; by American otandardo, 
firat-rate roodo do not oxiet. The beet of thoto generallf poor roodo 
porallol the north cout and connect the key otratog1c pointe of CMoa, 
Sud& Bay, Retlmo, and Boraklion. l!oade acrooo Crete fro= tho north to 
the oouth cout oro fov 1n number, and t hooe that oxiot are more moun­
tain tracke. 'l'hlo lact of nor th-oouth co...,1cat1on voo a aeriouo 
ditodYantace to tho Br1t1oh vbon the7 varo torctd to evacuate their 
troopo to ZQpt troa tho beacbeo of the oouth cooot. 

2. ~ 

a. Britiob 

The Britiob forcot hod occupied Crete in November 1940, ooon 
after the out brook of the Greco-Italilln war. 1'hrou6bout the oucceeding 
winter of 1940-19<U, approximatelY one Brithh brigade, reinforced by 
oome Greek replacement troops, had garriooned tbo blond. During thlo 
oix aontba 1 period of occupation, JOO&SUl'eO had been tN<on by tho .i!ritiob 
to otrengtben tbe ioland defonoes. !be throe poor airfields at Kaleae, 
voot of Canes. and t hooe near Retiao and Horaltllon bad been graduallf 
ittq)rovtd, but non by KaT 1941, tbeae fieldo could not be claaoified 
ao firot-claao airdro1001, .An auxiliary field had alto boon laid out at 
Xaetolli , and aomo ..,diu= cout artillery had boon aont to Sud& Bay to 
increase ita value aa a naval baao. 

The influx into Crete of unorgenizod elements of the defeated 
Britiah eXPeditionary force from Greece proved a mixed bleating for 
Great Britain. \/bile tbeoe troopo brougbt a welcome nuzoerical inoreaao 
of strength to the hl t berto omall Britieb garrhon, at tho 081118 u .. 
t hey vore neceooarily but tragaents of tbe ~lendid Br1tieb di'l'ieiona 
Vb1 cb hod gnno to Greece. 

Tha Britieb ~ire garrieon of tbe lalODd of Cre te, vbicb vu 
eo10108nded by MaJor General Jreyborg of tbe llov Zeal!lnd Di'l'iaion, 1a 
believed, on Nay 20, 1941, to han conshtod of tho follovlng unite: 

l!E5TlliCTE!! 
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llov Zealand Dhhion 
6th Anotralian DiYiaion 
Mixed Jn&lhh Troopa -

1nclu41nc 3 ,000 Marine• 
PaloaUu and 07Priot Labor 

Troope 
Greek J'orceo 

Total 

ARermeate S\revth 

7,000 
6 , 1!00 

10,000 

4 ,000 
l!Wl!lQ 
3?,500 
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It wu eaU,...tod tbet of tb1a n1101l>or about 12,000 war e figbUnc 
troopa; the re118indor wore oddo and endo of oonico Ullitl that bad eo­
coped froa Greece. 

It ohauld be noted that ouch a compooito force, moot Wlita of 
which wore fer below their normal atrongth becauae of their recent in­
volvement in a diaaotroua defeat and withdrawal, could not be eo 
efficient ao a amaller force vb1cb wao welL-organ11ed, up to otrength, 
and !Ullf equipped. J>artiaularlf diatroooing vao tho llritioh garrhon'o 
1aclc of boaYY aqui:s-nt, .. peeiallf tanka and arUUoey. .t. ....U D1111ber 
of t.,ae Y1 tal weapolll bad been broucl>t "!> froa iQpt to repleeo tbooe 
loot in Greece, but the llr1t1ah force otill lacked .ueb oaoential 

""toriel. Jlntrenebing toolo end barbed wire wore aloo aadly wanUnc. 

Under thooo cirCUW~tanceo tho defonao of Creto by tho llritilh 
bad to be carried out under unuauallf difficult conditione, 

llr1Uoh foreoo wore diopoeed 118inl.7 at llalelll, SUda Bq, l!ethoo , 
and l!erU:Uon. In the Malo118 aoetor thoro were 5000 llov Zealandero 
oupported by a force of three Greek battaliono, two battorieo of hl&'f7 
entiaircraft, one battalion of light antiaircraft, one battery of t1x 
3?-mm. howitoore, and one battery of field artillery, coMPOood of aix 
Italian sun•. llritioh and Creek torcea in tho llalemo aoetor , therefore, 

totalled about 7900. 

In tho Snda Bq area there wao a Royal l.tariu DObilo bMo cl... 

fonao deteehlllent of 3000 men. In o4d1Uon thoro voro 155? troopa flro• 
Engliah rogimonto , aa well ao a opecial force of about 881 men. The 

latter conoiotod of artillerymen, ov&CU&tod from Greece without their 
gw>l and equipped aa infentr:r to aooht in the dofonoo of Crete. Two 
Gree.lc battaliono, a eoaat artilleey wU t , two battorioa of hoa.y &llti­

aircratt, two batterioa of light antiaircraft " one of which waa 
-"atralie.n - and one batteey of aoarcbllghto co-hod the reot of tba 

foreea ln th11 area. 

The 19th Auatralian Brigade, conohting of four infantry bat­
talion• and one machine sun compan.Y and totallinc 2498 men, vaa in tho 
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RetiJDO eoctor. Tvo batteriea of Alutralitlll artillery, t otallla« 315 •n 

armed with 18 I t alhn &\1111 , Nld four Oroelc battalion• voro aloo t here, 

aa wore throe infantr;y t anka. 

Between Sllda ~ and Rot hoo there wore two battl\li ono of in­

ft~~~tr;y with a otroa«tb of 763. Tboao wore o;pparontl;y opr ead 011t between 

tho two placoo to act a&alnot parachute troopo lazuUn& outward of Sud& 

:aw. 
I n the Ror eltlion aoctor there wore four inf•ntry battalion• -

three from homo regieento Nld one .luatralian - totallla« 2622 een. In 

addition, there wore two battorioa of li@bt antialr eratt , one regiment 

of Ro;yal Artiller;y armed aa infantr;y, one battery of Ro;yl\1 Artillery 

er!Oed with nino Italian ""''• and t wo Greek battaliona. '1vo infantry 

tonka wore aloo in t bia aactor . 

Beeidoo t boao alread;y mentioned, t he 3rltiah foreeo in Crete 

had 16 additional llght t anka and five infantry tMka. Their exact 

location 1e not known. 

Tho 3ri tiob air forcea in Crete were aull. In the middle of 

~ a total of only about 16 aorvieeable plonoo of all tn.,.• were 

atationed on Cretan airfiolda. Theee vore mainly puroult plano• of 

the Spitfire ~md Hurricane t;ype, topthor vi th a hand1\ll of Brhtol 

Blenheim bol:1bOro wblcb bad boon novn back from Greece . It wae not 

poeeiblo for t ho Britleh to give effective alr oupport to their land 

forceo in Crete wi th oquadrona ataUonoc! on ?QpUp.n flelda, althoua:h 

a tow bombera baaed on fields at Morea llatruh (weot of Alexandria) 

aotuall;y participated each dO¥ from l.f!l¥ 21 until the Bri Ueh bad com­

pleted their otrategic withdrawal. Tbio omall llritiob .t.ir force, ho.,.. 

over, proved entirely inC<q)able of IIOOtlJI« the lnmdz:eclo of plano• of the 

It.>.ftwaffo b;y which Crete wao attacked. 

Outaido of tho er:>all ftl:lOWit of v1 tal wolq)Ont and oqul:.-ont 

brought from Eg;ypt and eomo improvement • on e:doting alrfiolda, ver;y 

little bad boon dono b;y tho Brithh, during their llx 1110ntbe of occu.­

panc;y, to iii!Prove tho defenoe a;yatom of tho bland. 

b • .Quun 

To corry out the conquoot of Crete the Oemana created a taak 

force under tho command of Gener al Loehr of tho German .t.ir :rorco. Thlo 

taak force compriood atrong uni to of tho Oerman J.rm;y Nl4 Air :rorce end 

woak elomenta of tho Nav;y, the latter conaiatinc ~nly ot ootor tor­

pedo boate nnd mine oweepera. So1110 Italian ground, air , and naval 

forcea aleo partlci!latod in tho Crot on campaign . but it appear• that 

those un1 to voro not aubordlnatec! to tho Oer:oan High Co.,....,d. 

!!ES:rRIC= 
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PJpee 

Ban}' bo•bera ud cll.,._bo•bera 
!wo-eaciiUI t1cbtera 
81DCla-eDC1DO f11btara 
!ruaporh 

ltwbtr 

360 
lei() 
3111 

_..m 
1,475 

'l'baae Ullih vue orPDiaad aa U.. TUI Air Corpa. 

Vi \h \he excepUon of eiO -.DCiu t1cbtan buad 011 U.. 
Ital1811 hlalld of llbodea, \he anUra Oer.a Air :rorca wu beaed 111 
.lU1ce 8114 on a1rt1el4e 111 the hlo-..... 

!'brae akelaton cl1T1a10Da of the 18114 force• ell4 para.clmta troapa 
vera allotted to GeDeral Loebr for the oeptDre of Crate. t'heae forcee 
vera pl.aeed UJI4er U.. co~ of UeuteDUt Oellaral of .lrtaUOD SiDden, 
Vbo 11M parUcular}T dhtbplab.ad hlmaalt u oo-dar of the pariiCimta 
end air 111f&tl")' troopa which 11M operated -ca1Dat Rotterdalo 111 lfq 1140 • 

'l'ha troope plecad UDder cODD&Dd of General Student coiiiPl'had 
the follollin& Ullite: 

Parac!mte Dirta1on - \brae nciMnta 
22d 41r lllfez>tl")' Di T1o1 on - par\ olllT 
5\h lllnmtalD Dirtoion• - co-dad b)' 

MaJor General Juliua lllDCal 

AP'9fo:dmate Btrspdh 

4,950 
5,600 

~ 
15,55) 

Brithh reporh atate that a tur\har ~ •n, tha r-ai.DC 
elaMDh of tha 22d DiT1a1on, wua udiD04 to tha operation wt that 
tha c...,.tp waa eonclu4.acl before thaaa uUe conld be tr&D"l''rted to 
Crate. 

!hh lht 1o IDI4ollbted1T illCOI!Pllh. It h Jmown that at lau\ 
0111 0ei"II&D .. tor07cla co~ wu acU•• 111 Crete ell4 that cono14eral>la 
llltlairoratt Ullih were lalldad to defend the MalaM airport. Probal>}T 
tho total atreJ>Cth of 18114 troopa rez> between 17,000 e114 18,000. 

!heee Ullite pcaaaaea4 a oona14eral>le DD&ber of onpportllll 

pm.tqgp 
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veapo111 , 110tab}T, 37-•. ant1t.rut """"' 8].,.• • .,rt ara, 75-•. lllf81ltl7 
bovttaero, and 75-... .,Ulltalll bovthero . It baa beon r eported that 
tbeoo were tho l arpat artillery Wllq)Ont uaed by the Germano on Cr ete. 
'l'bh baa not booll nrifl ecl, llowner. 

llbtle there are U11con.f i r11ecl reporh of the pretence of Ger iDIID 
llght tL~I 011 tho l el and ln the latter at -sea of tho bat tle, tbeae 
ru~~ora ha•e not 70t been conflr .. d. If t heae report• are correct, tbeae 
twa wore t riUleportod by alllp 81ld not by air. 

Tho dotallod or gonlsat lon of tbe GerD&D parncllut o rlflo re~­
menta eJl!!)lo7ed on Crete 11 110t known at thlo tlae. DurlD& tho winter 
of 1~1941, llowonr, aoae lllfo1'116tlon could be obt e.lnod aa to tho 
then organlsatlon of matlJ>& c. ........ paraclzuto ro~ ..... ta. and lt 1o 
quite probable tbat rogl~~tnta of the ~ deocribed below were actuallT 
uaed ln Crete. !he organbatlon of tbe paraclmte reglllent 1n the wl.nter 
of 1940-1941 waa aa followa: 

Bead.quart·era; 
1 algnal plat oon; 
1 1110U11taln howl her COII!PMf: 
1 ant itank companr; 
3 parachute rlflo battallono. 

Tho parachut e rltle battali on waa orgMhed into: 

Headqu.&rt er a; 
1 olgnal platoon; 
1 heavy veapone companr: 
3 parachute r:lfle co-leo. 

'!he parachute rlflo co- condatecl of: 

Headquarter a; 
1 elgnal aectlon; 
3 rlfle platoona. 

Each rlfle platoon conalttod of two otendtu"d in!Mtey aquada, 
each a quad bolD& armed wl tb two llll>t IIIIChlne guno. There were alto 8ll 
antitank rlflo ooctlon and a ligbt aortar ooction ln oach r ifle platoon. 
The llsbt mortar eoction contained a llll>t lnfe.ntry aorter of ~-. 
caliber. 

The heavy weapone coJl!!)IUIY of tho battalion was organised at 
follow11 

l!Wl!ICTID 
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Soadql~Mtera; 
1 oignal section; 
1 light 80rtar secti on; 
l antitank ritlo aeotion; 
2 heavy machi ne cun aootions; 
l heavy mortar aoction. 

E&eh of the heavy machine sun aoct i ono vu equipped ~ith two 
stondard m&ehine guns with tripod mounh. 

Tho heavy mortar section cont&ined four 110rtaro of 81-lllll. cali ber . 

The ""act .....,_nt of t he IDOUDtain hovHaor coapanJ' &nd tho 
antitank co- 1a not known. In the Cr etan c&lqp&ign theoe units ""r• 
trr.n.,orted in Ju-52 &irplanoa and nei thor the weapons nor the peroonnel 
were dropped bT parachute. 

'!'he stren&th of a parachut e rifle COJIIPOIIT vu eotiaated in the 
vintor of 1940-1941 at 130 officers and ceu , t hat of the battalion at 
5liO off icora and men, and that of t he ropHnt, at 2000 officers and ...... 
3. SWUGIC J'ACTOBS 

Whet her i t wao wioo for tho Britieb to ooek to dofand Cra t e , 
wllon it wao known tbat the enell\)" could quickl;y &Cbi ova air m&etor;y, 1o 
a quoation vbich hiotor;y alone will be able to anower. 

On the other hand, tho acqui o1 tion of Crete vaa a te11pt1ng ob­
Jective for the 0el'll8ll Hi£11 CoiOIIIIIJ>Ii, for tho ialand offered Oer-
bot h defenaiYe and oftenoive advant acu. hoa a defeuive Yie"l''int, 
the capture of Cr ete would reoult in the loll t o Groat Britain of tho 
onl;y &ir b&aeo from which her boabora could attad< the .i!ouoanlan oil 
fielde, In addition, German &irplanoa 011 Cret e and l1£11t oxia nanl 
forceo bued on Sndo Ila;y would uouro rolat1Te oocurit;y to .&xis shippia& 
Which uaed tha hland voter r011to !roe tho Black Sea to the Adriatic 
rta the Aegean Sea and t ho Corinth Canal. 

hom an offeneive TieWp01nt tho acquioiUon of Crete e1 a Corlll&n 
10111tar;y baee vould mean that tho DOYemonh of the Br1t1oh fleet in tho 
Eaotern !Cediterranean vould be :f'urt hor rootricted, and t hat Corlll&n &ir 
forcoo baaed on the 1oland airfield• could increeao their attaeko on 
tho Oairo - Alexandria - 9uoz Canal area and could intervene, if IIOCo ... 
oar;y, in the fight ing in the veotern deeert of Egypt. '!'he expuloion 
of the Br1t1eh from Crete would aloo facilitate .&xis political preooure 
on 1'urk.e;y and vould be an e11ential prerequ1a1te for 8nJ' 10111 tar;y ""'"'' 
1n Cn>ru•, Syria, and I raq. 
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'!be German Callpaign 1D Yucoolana and. Greece he been co...,lete4 
b:f lia,y 2, vi th onlT minor loaaoo 1D the Ger1110.n .trrq end Yi th their t r oopo 
otill poooeoaing combat efficionc1. Tbt jxio pooaaaoed ~le ground 
torcoo in the aouthern !alkano for a Cretan C~aign of any degree of 
oevarity. .A. maJor d1ffieu1t1, however, otood in the path of en:r Gerllllll 
conquoat of Crete. 3rit1ah naval auperiority in the Aegean wu un­
dilput ed. An:! German landing operation from the tea therefore , oould 
be aeco~;liohed onl y by atealtb , and oven t hen at enormous riak. From 
the otart, therefore , tho Gerllll'~ K1sh Command c0\1ld not count on a 
aucceoaful 11ater-borne OX!"'dition t o Crete until, t he !ritieh fleet had 
been either deetroyed or driven trom the Aegean. In consequence. tho 
German Rigb Cocmand had to roly for t he conquea~ of Creta a~st ontirely 
on ita JJ.r i'orce. Single-handed. tho Luftwotfo would have to destroy 
the Royal .A.ir i'orce, dofeat tho 3r1t1ah !levy, carry out the u8Wil 
artillery prep.,rationo prior to t he attael<, tranoport the le.nd forceo t o 
t heir initial landing plaeoa , and then oupport t hem in all further 
oporat1ona, alnce these land forceo vould neceaaarily lack th.eir utual 
co~lo=ent of be&V)' weapon.a. 

~e Gercan• were aided in their taolt by unutually "ell placed 
oirtlelda, ao.,., captured and eo.,., belo~n& to Italy, Whereao the 

• 

!ri thh 1\lrflelds in :?Qpt were out ot effective aupporting range of 
the tow eX9osed baeee in Cret e, tho fleldo ava11able t o the Axis vero 
ade~uate in number and woro at an ideal diatance fro10 their objoctiveo 
for bomber operations, althou&h inconvoniontly remote for continuous 
action over Crete by singlo-ongine fisbt ors . Ao soon ae t he R,A.F , on 
Croto 11aa effectively neutra lized, tho Axia fioldo wer e practicallY 
1mmuno from attack. ~ 
4, PlJ,); OF ATTACK 

Tho Ger=an plan of attac~ appoare to have been ~ro~imatel:f 
aa tollovo: 

.A. throe or four c1a1 air bo=bard=ent .,,.. to :;>recede t he eetual 
lNiding o;>eratione . To carry out thio air boabarcb:lent , the VIII Ger...., 
.Ur Corpe concentrated 300 boaboro and 200 fighters on the GerlllaD air-­
tleldo at !4eneid1, :::J.eueh, and .A.rgoo. 'lblo 1\lr boobardl>ent concen­
trated on the following four pr1Qal"/ obJectives: 

a. Naval baee at Sudo !101: 
b. !t,alem airfield; 
c, Retimo airfield; 
d. Hereklion airfield. 

The Germans hoped to achievo tho following r eaulto by t beoo 
attacko: 

@STRICTZ!) 
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'1'o paralyze the Royal Air J'orce or drhe i t back to li'Q'pt: 
'1'o neutralize the ground defenaoo or tho Jritioh airfielda: 
To render Sud& :S.., unuaable aa a l!ri thh naval bate. 

The actual landings of Oe1"11W1 troopa from the air were to begin 
only after sufficient progreea had boon made by the Air Force towarda 
attaining these objectiveo. 

The ini t1e.l objective of tho actual air lMding operations wat 
to ••i•o one, or if possible, all llritiah airfiolda. ~e oo1our~ of 
thoae fields was to be effected by parachute troops. ~e air infantry 
end mountain troops were to be landod only ln cue one or more airfioldo 
fell into German ~aaeaaion. 

!!'be para.ebute dh'iaion waa directed to land three co:obat groupo, 
each conpoaod of a parachute rep114nt in tho ncin1ty of the three llriUob 
airfielda at J.!ale.., , lletimo, and lleraklion. !hh equal diatribu.Uon of 
tho parachute dinoion indicatea that thoro waa initiall7 no truo cain 
effort to the Ger""" attack and that tho German ComlaDd folt that the 
chancea of cepturing the indirtdual llriUah airfields lfllre about equal . 
It ahould be noted that these three parachute attack• woro made in aroaa 
widely separated from one another. 

When and if the parachute troopa aucceeded in capturing one or 
more of the llritiah airfields, it was planned to reinforce them with 
atrong air-borne contingento of infMtry nnd supporting weapons, and thon 
to develop a main a t tack, ttith full air support , in order to accompllth 
a opecific strategic objective. Thia opecific strAtegic objective , bov­
ovor , could not be determined until it waa known which airfield bad beon 
captured. 

J. naval e:q>edHion of unknoW1l tho waa alto to play a part in the 
operation. '!'hla e:q>ediUon vas to tail tro!ll the Piraeus, bu.t the CenMU>t 
dared not place too great bopea in thia oJIPOiiHion , !or tbey realhod 
that the llri Uah had enonoout naYal atrongtb in thia ead of the 
Mediterranean. Nevertbeleoa, the7 took tho rialc. 'the expedition waa, 
in fact, deotroyed, bu.t thia cataatropbe did not preJudice German ncceaa 
on Crete aa a wholo. 

5. OPE!!ATIONS 

The actual invasion of Crete vna preceded by several days' ra­
connaiaeance, the 11181ting of aircraft on Greek nirdromea, and a fav daya' 
intonaive attacks by fighter• and bombora on t ho isl and antiaircraft 
detanaea. 

'the Cerlll8ll preparatory bombar~nt of llritlah inotallat1ona on 
Crete waa extreaely heavy and effective. Kany tranoport ahlpa ware ounlc 
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or ~d at Swla !ey, with t ho reoult that tho II&Yal baao had to bo 
at leaat partial~ nacuated by the .Bri tloh llaV'J, 

Still more oerioue for the British hopoo of a oucceoo~l dofenao 
vero tho German attaolca on Britbh airfiolda, 'l'bo leav of 3rit1ah air­

planet vu eo hoaq t hat A1<r Marohal Lonp>oro decided to ""tbdr&lt all 

hil rtae.in1nt; air W11 to from Croto. '!hh dociol.on roally did ""'t creatl;r 
change the a1r o1 tuat1on OTOr that bland, for Lonoooro 1o throe IID8>.\ 

squadron• otationod thoro could not have hoped to reoiet the maaoe o of 

tho Luftwaffe. Uovortholeee , tho evacuation brought about an unmiotak­

ablo decline i n tho morale of the .Britioh land forcoo. From thnt moment 

on, every .8ritioh aoldier found himoelf in a poaition in which he had to 

continue the otruulo wi \bout tho moral bacldnt; which would ha•o eo:>e 

!roa the presence of nen a fev Bl1. tiah plane a. Re vaa forced to accept 

battle not only with tho German~. but with tho German A1r 7orce ao 

\tall , and with tho feellnt; that hie ovn A1r Force had deserted him, In 

such a frame of mind bo vas suddenly faced vith an overwhelming air-borne 

attack. 

The actual Gerl:llUl landin& attack vas begun at about 8 A. I!. , 

May 20. Several houro of int onohe preparation by d1n-bo01bero uotn& 

both bombo and machine gun fire preceded tho parachute landint;. Bri Uoh 

officer• taking !)art in the dofenao otat e that thio air attack wao of 

•unparalleled intonoity0 and t hat the defender• wore forced to teko 

ohelter in al it troncheo, 

l!egirmin& at 8 A. tt., about 2000 parachuthts "ere dro!>IIod on the 

""'torn part of tho bland, in the YicinH7 of Canea and tho )(ale.., air­

drome, co'OOr in& a apace eigjlt mileo long and throe niles vide. The 

parachute s were droppod in wa ... o of about 600 each, and approxiD&tely 

hro-thirda of t he parachut es in ei\Ch wave carried only equipoent. Troopo 

were alto disembarkod from gl1dere which landed on boachea and other 
fldrly level at retchea of ground. These glidero , oach of which carried 

tvelve men, were t owed by Jy,.52 tranoport planeo , conerally 1n paire , but 

occaaional~ in towe or three. 

Two t)'!)el of Ger:aen glid.•ra• vere used on Cre t·e, eaeh ~ype 

weighing 1790 poundo. The frame of the fuselage '"'" steel and that of 
tllo wingo wae wood. The apan of tho gUder a wae 80 feet , tho l ength 
fiO foot, One machine gun was mount ed on t he etarboard tide of e11oeh glider 

to provide a meaoure of defenoive atrength. 

'<he t ovin& apoed of tho eUdora 11 thouD>t t o have boon about 

lOS miles por hour , t ho caxi...,. cl1d1ng speed '10, and the landing apeed 

35-<10 , llo auxiliary engine a were t1 ttod into &n¥ glider. 

"Tho jppendix attached hereto givoo ~ther infor~tion on Gorman glider• 
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It 11 not beU ... od that tba o......,. uoed OD¥ lerce ZN11ber of 

glldoro in the Cret an operation: and althoucb one !ritieh informant 

thinko they uoed about 100 in all, 50 appearo to be the uerace •• u .. " 
of Brl tioh ob .. rnr o, J.ll eY14ence ln<l.icateo that the Gerl!lall uoo of 

gll<l.ero waa alg)ert-ntal ool.T. '1'ha Ger~~&Do conociouo]J' aToidod 1an<1.1nc 
glider• near Britioh detente poeltione, proferrlns to oet the• <!.own at 

oomo 41otance troll both thoir ova and BrlUth trpopo, 

The perachuteo ueed were of fOIU' colora: white, green , gr~q­

groon, and brown. Tho proportion of white peraclmteo waa IIPPJ'oxillate)¥ 

one in 24. Poreonnol wae carried in white and green parachute•, oupplieo 

in grq-greon and brown. The average helsbt of drop vae about 300 teet, 

and all parachute a were equippod v1 th a quick oRening dance. 

J.tter lan41ns, tho parachutiots i-diaft]J' proceeded to collect 

their arms from the containero. In order to gl ... the containoro a 

llm1tod mobility, eome were equippod with two vhoolt and a towing ropo, 

llach paracbutht h said to hen carried an l!lltolllltic p.latol, 

tour hand grenades, and a larce knife, The autoll8t1c phtolo are -

lieved to haYe been dro~d ln cout&1ner1, ae were tho heavier veapone: 

118bt and heavy III&Chine gune, anti tank ritleo , and 60-111111, and 81-CUD. 

100rtaro, llo Wo~QC>n heaner than the 81-m, mortar appearo to have boon 

drol'Ped b7 parachute. 

The caeu.altiee of the par~~~:hutilto were extrei!ICiy heavy. Thh 

h oYidanced by both Britleh eyevHneea accounts Md the official ot at ... 

1110nt of tho GerMD Rlflt> Co'"""""'. Br1Uth III&Chine sunnera and l..Undual 

aarkt llln took a beaT)' toll amons the helpleoo Germano .. they drifted to 

earth and in the tirot moments after l an<l.1ft6, before they could reach 

their kit bago and eecure their weapons. The parachutieta who landed 

w1 t hin the Bri tioh detenoe Unoo at llalo""' and Cane a wore larcelY 

accounted tor, but the bulk appear to ban landed farther back, Within 

a tev boure after land1nc. theeo Den vore becoDing oraanls.ed and were 

gradually developing themaolTel into an efficient fighting force. At 

noon tome ot theae gr~po gained un<l.ieputed control of a hoopital and 

a penitentiary on tha bleb road between Kalomo and Canoe, oplitting ott 

tho Malogo airfield and ito defender• troa t be mein Bri ti ob bate at Canea. 

AI noning approached, tho attaell:1n& paracbuUeto followed up t hie 

initial euccoot with ono of ali!!Cot decioivo importance- tho toioure of 

tho MaloJDO airfield 1too1t. 'lbil oucceoo perm ttod tho Jl>-52 traneport 

airplanee to begin tho ...,.,...,nt of the air infantry dotachloe11to, and 

clurins tho oYoning of tho 20th, oniy a tow houro after tho airttold bad 

como into Gorman poeeeoeion, t boeo planet began uoin& the Malomo field. 

At thio u ... tho Maleme airport WM a till under Bri Ueh artillery fire , 

and IIODT of tho Oeraao troop-carrytns Jl>-52 planet appear to have been 

doetroyod vbilt on the field, 
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!l'ho oocond phM o of the German attack began at 4:15 P.N., .men 
paraelmto laz>din«a began in the vicin1t7 of ll.ttlmo and Herakllon. 
jpproxiaatd7 a regiment of paraelmtisto .,,.. droPJ>Od 1n eaeb area. Bore 
aloo the Oermen obJectino were Wldoubtedl1 t he capture of the looal 
~rtleldo. '!'be British lltllll&t eo of paracbuthto droJl!)8d at Retimo 
ranged from 1200 to l SOO and at Horaklion, !rom 2000 t~ 2500. 

I t 1e notewortey that tho original groupo of parachut1ete attack­
in« Kaleme, Retimo , and Rerakllon voro about equal in stroft8th, although 
the Hetico croup waa probabl;y alld>tly weaker than tbo other two. 

!l'ha euecesstul Rritiob defense at Rot imo and Heraklion , in the 
Ol>inion of certain Rritloh o!ficere, waa the reoult of the adoption b1 
tho local commanders of a 1defenoive in depth, 1 and not , as in tho caoe 
of V~eze , to the mer e holding of the periceter of the airfield. 

Xhe loeees of the parachutists at Rotimo and Hereklion wero 
exceptionall;y ho&V1 - heavier indeed than at Maleoo, EBrl1 Rritioh 
reporte deacribed these parachute groups ao having beon doatroyed. 
ibese reporte proved to be inaccurate, Seriouoly weakened ao theae 
;>araclmte groupe " ere b1 their initiAl lonea, a condder8ble proportion 
of the two groups eGC$POd deatruction and remained 8 serlouo threat to 
the Rritioh pooition in the central portion of the ioland, Ao 8 reoult, 
however. ot their failure to e~ture an eirfleld, these Germane wora 
entirely dependent on oupplioe of food and ommunltion dropped by air, 
On tho 22d, emall German paraebute groupo forced tholr way into 
Hereklion, but were shortly theroafter driven out of tho cit;y b1 tho 

British garrloon. 

Rrlt1ah reports otate that on tho 34th tho Rot!J:>o parac!Nto 
grouJ> eucceedod ln interpoo1n« i taelf on tho hi&bway between Suda Bq 

and Retiao, 

It would &l'P8&r !rom varioue British aocounto that thooe 1oolatod 
parachute groupo, no ""ttor how uneucceaotul tho;y were in o.ttainlft8 their 
primary obJeotiveo , nevertholeoo succeeded in fUlfil l ing an important 
role in the Oerm&n cempaign. Ao a vhole, the continued existence of 
t..'>eeo gro~o in the cent ral portion of tho ioland prevented the Britiob 
from .,...oing their tull atren«th in the weotorn ooctor to repel tho 
Gercan aain effort at MaloDO, !l'he isolated parachute groupo at Ret1110 

and Reraklion vore eventuall1, on May 27, relieved from their predic&­
DOnt b1 German IIIOUDtain and ootorcycle troopo advancift8 eaat frail Suda 
Boy , 

rho fate of Crete wao t1nall1 settl ed 1n tho J.!aleme area. 

During the 2lot and 22d, the ever-etrencthen1ng German torceo 
drove tho British back out of artillery r an«e of the llalel!le nirfleld 
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O..rl!lllll trMoport o encountered Brithh varob1po, vith dhaatrouo rooulto 
tor tbemaelvoa . 

'rho oho and compooition of t b1o Ger...., watell'-borno oJt">ed1t1on 
1o not knovn at tb1o t111>0. 'rho Brithh Int oll1genco roporto that one 
large tranoport and 1118D7 oll&ll ocboonoro wore dootroyed by their .,..,al 
torcoa and abo ototoo that oo:>e tbouaando of Oeroano vere droomod ln 
theoo encount oro. Tho nallano report tho loao of a dootr oyar in tboir 
encounter vith tho Britieh fleet. !he Germano, on their part , adcl t 
tbe failure of t heir ezpodltion and otato that oooo 200 aoldloro wore 
lost at sea and that olll;y a fev ochoonor o r oachod Crete. Summ.ln& ~ 
all evidence available , it can be eaid that thoro can be no dleputo 
that tho Gerl!lall expedition ,. ... largel;y doatro;yod in tb1e encounter and 
that the r einforcomonto roaching Crete b;y vator wore uumericall;y oo 
inoignlficant that tho;y could ln no wa;y influence the outcoce of tho 
land battle . 

The German vator-borne threat to Crete, bouever, caused the 
ilrl tlah fleet to o:o:pooo 1teelf to tbe Gerllllll and Italian air for ceo 
based on the a1rf ielclo of .Lttlca. the Poloponnoeua , Italien Rhodeo, 
the Greek .&.egean 1olanclo. Tbia Brltioh fleet vaa al11101t totall;y with­
out the support of t ho Ro;yal .Air i'orce in tho rooulting oer ioo of .,... 
~omenta. A fev planeo !roc tbe aircraft carrier lormidablo part1e1-
patod in the earl;y ot agee of the fighting, but theae planes were hopo­
loosly out-numborocl, and ooon were forcocl to withdraw altogethor when 

tho Formi dnb1o wao damaged. 

'rho rooult of thh air forc&-naYal ongagoment """ dlaaotrouo ~ 
for tba Brithh llavy. While onl;y tvo cruioero and four doatro,.ero vero 
ounk , tully tbro&-quartoro of all l!riUoh ohipo engapd in tho battle 

onfferod more or leao onere dal:>ege. On llay 23 .&d.airal Cunaingbaa •­
to the concluaion that for tbe fleet to rolllain 1n Cretan vatero vao to 
illY1te total dootrucUon, and conoequentl;y be pn orders tor tho nov;y 
to v1tbclrav to ito .Llexanclr ie base . 'rhlo dochlon left tho l!r1t1oh 
land forcee on Crete loolatod, and e.:o:pooed tbeD !rom that t11110 forward 
to unoppoeed Geral&ll landing attacko !rom t he ooa ao voll as fror!l tho 

~- ) 
'rho detallo of tho final decloive lfllld operation• around Oanea 

and Suda :il8,y cannot be given at tbla tlCIO. It 1o known, however, tbat 
tbe key l!r1t1oh poo1tlono around tba v1llac- of Oalatao veat of Canoe 
vere penetrated on 11ay 25. On the 26th tb1o initial penetration wao 
broadened and deepened. and on the 27tb Canoe 1 toelf wao c,q>turod. 

Ger...., accounto otreo• the 1-rtanco of the part played in 
theoe operation• b;y 11ountaln r egi110nto of tho 5t h German Hountaln Dl•i ­
olon under tho co....,d of General Ringel. 'l'booo regiments aro oald to 
have brour,)lt about t ho f all of Canoa b1' a flanking movement through 
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tre.clclou mountains fro= Gala tao to tho area Juot oouth of SUda 11q, 
GerlliOD accounts otreoo the influence of thio flenlc JDOveoont on tho 
Britloh doeioion t o evacuate not on}¥ Oanoa and Su.da Ba¥, but all Crete. 

rbe Britioh have oo far boon oilont on detail• of thia battle 
around Conea. They atat s , however, that the docieion to evacuate Crete 
~•• reached on ~ 26, 

On the day Cone& fell , tho 27th, a omall Italian force trano­
l)artod by boat• landed at Sitia in tho oootern portion of the ialand. 
'i'ho oize of the oxpodi tion h not len own, but 1 t it thought that 1 to 
otrongth did not exceed that of an infantry ros1mont. 'l'his l&Dtlin& 
dooa not aeem to havo been oppoted, and a aloY advance in the direction 
of l!eraklion vaa b"':Wl by t he aaliano on MeT 28. 

'il>e Brithh vithdraval fro., Canoa to villageo on the south coast 
probab}¥ began on Kq 27, '!he principl e route of r e tro"t &p!'Oars to 

bavo been t he road Cane ..... SUd&-Anlonoi-Sfalcia. 'l'hi • direction of vi tb­
drawal left free, for tho GerD&Do, tho north coast highva.v Suda-Retlao­
Reraklion. Geroan C>Otorcyclo detachment• and infi'Jltry groups in captured 
trueke, were dispatched eaotward !roo Suda in t ho direction of Retimo 
t o make contact vith the long isolated parachutists in that region, 
Thh contact vas gained on l!lllf 29, l!aM><h11o the parachute group at 
Reraklion, by ito own efforts, had tole on t hat city, 1'he followin& day 
tllh Herllkl1on group "a• reinforced by O<lriMJl motorized troops from 
Rotimo , Upon tho latter'• arrival, tho weak Britioh force in tho 
Heraklion areR surrendered, althoUGh aomo olooents succeeded in oac~tng 
into tho mountains and makin& their way to vai ting ship• which were 
otandin& by off the aouth coast. 

'!he main hod7 of the purouing OerJ>&n mountain division followed 
tbe Bri U ab through Armeno1 tovardo Sfalcia, tho principal Br1 tioh •• 
barlcation point, In tho billa to tho aouth of the village , hee."Y 
ti.ghting occurred on ~ 29 and Kq 30, ><hich ended, according to Oorcan 
claiaa , vi t h the capture of tho Bri tioh rear guard a . '!he onln bod7 of 
tho Britiob force, however, ouccoodod i n ombarlcing on the waiting de­
atroyoro and tranaports, and eYentuall¥ reached ZQpt, One cruieer, two 
deetroyera, and an \l.Dknovn nu.aber of tr61\eporte vere wnk in tbo eourae 

of tllio evacuation. 

6 , LOSSES 

The l oaaeo incurred by tho two boll1gor•nts on Crete have boon 

siven out by the respective govornmontl, 

Tho OorCIBJl& report tho following louee in Crete: 

!liSTJUC:r;::I! 
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lUlled 
Wounded 
Miotl~ 

,Ur J'oreea 

Killed 
Wounded 
M1801ng 

!11S1!!11!1'1il) 

Total 

Tot al 

Total 1o .. of Jr-.1 Porcoo 

321 
287 

.Bi 
1132 

1032 
1632 
mz 
4761 

5893 

1.40 

The follo'fing l!r1Uoh official otateMnt gives th~ atre ngth of 
l!rl Uoh forces ln Crete end tho rNI:Ibor O'facuatod the.r efrog: 

StreMth i n Crete 3'vAcuat.ed. 

l!rl t1oh !rroo;.>a 
Auatrallan !rroopo 
Nov Zealand !rroopa 

Total 

!t'otA.l looo 

14,000 
6,500 

...,!...QQ2 
27, 500 

7,130 
2,890 
~ 
14,580• 

12,920 

It is not known whether the troop• doalgnated as 2rltlah t roopo 
lnoludo tho amall contl~nto of cnrtot ond Jrab labor troop• whlcb 
were on Crete. 

!l'bo Gorman High Com>and cl&iao tho ca!>turo of 12,200 2r1t1ob 
peraonnel on Crete. '1'b.la tlcur•• bove•er , vaa aald to include a few 
hundred cnr1ots and Arabo. 

7. 18550!15 

It io atlll too early to draw conc1uo1Yo leasons for fUture uoo 
from the liiORger information nov available on the Cretan operatlono. 
Man¥ 2r1t1ah officers have expreoood tholr views on varioua phaaeo of 
tho fighting but these noceaaarlly are poraonal oplniona formed eoon 
after the evacuation, Since tboy could not have been carefUlly conaldorol 
thoy should be r eceived nth caution. I.e :Berlin also baa said litt le , 
individUAl accounts , bowover 1ntoroet1ng, tbould under no circumatancoa 

"'Xblo figure includes wounded, 
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be accepted vithout qualification until entboritatiYo otatemento baro 
boon modo b7 both eideo. 

Jrom tho data aYailablo vitb resard t o the orgonioation of 
German attaclc on Cr ete, one factor of sreat illll)Ortanee otando out 
clearly - the o111J1l1C1t7 of tho Ger11011 Colltltl&l\d organization. 

The Crete task force Val organised a1 followo: 

Taok Jorce Comaandor 

' 
General Oberst Loehr (IJ.r Jorce) 

' 
Staff of i'aok rorco Cocmander 

J.n;y llaYT IJ.r Yorce 

' 
Land J'oree llaYT n II Air Corps 

' ' 
Lt. Genoral Student of (Wllcn<>WII) General of Aviation 

von :iUchtbofen 

' 
Parachute 
Divioion 

Aviation 

22d Air Infnntry 
Divhion 

5th MowltA1n 
Diviaion 

•taJor General Ringel 

I\ h of particular interoot in thia caae thet an Air Force 
coiiUIIIIllder vaa Mai£)1Cd to the comand of land and neval forceo. Tbio 
UDuoual appointment nq, perhapo, heYo boon duo to the iJOPOrtenee of 
tho air povor factor in tho operation ao a Vholo, but it 1s mro likely 
thet Loehr vaa ooleetcd bec&noo of h1o per oonal ab1lit7 end kno.,le~ 
of conditione in southeastern Euro,.. •Par~t interest• bas, 
h1 therto pl~Q~ed l1 t tle ,art in tho a election of co.....dero for Gerun 
taak forces. Theae c::om~~BD4era eeu to ba'f'o been selected b7 the l'uehrer 
hic oolf, and peroonal abilit7 &lone h&o dictated the choice. 

Tho aimplicit7 and offectivoneoo of the German command organio.­
tion in thia operation ia ob'Oioua. It focuaeo attention on tbe British 
coomand orgnnization end raioee t he ~eation bow the two •7stemo eo~ 
pared vitb oaeb other . 

'l'hoae element• of Groat Br1tain11 J.rf"¥ , Uavy , Md Air Foree J 
which participated in the defonoe of Crete wore all under indepond.ont 
command-era . 'l'beaa comm.andera, in tW'n, were eubordlnate to their r·eape 
tive eo"""andoro i n i!gr!>t, nacely: General Vavell , Admiral ~. 
and IJ.r llaroh&l I.oJl&ll!Oro . Since Admiral Ounningbam, howeTer, oailed 
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vith tho fleet, the Naval unite vero actual~ oelf-contalnod. Tho u ey \ 
and Air units, on the other band, vere de~ndont upon 1natruct1ons 
frOM Zgy_>t. .U Air Mar ehal Lonporo , Admiral Cunnintb..,, and General 
Wavell were all of equal r onk and voro oubordinato only to the Vor 
Cebinot in London, thr oueb thoir roopoctivo miniatrioe, it is obviout 
that as far ns oper ations in tho Middle Enat no a vhole are concerned, 
unity in the Br itish command did not oxiet. 

The absence of this unity of co~d vill be pointed out no 
one of the major eauoeo of the Britith dofent in thie battle. It ahould 
not be forgot ten , however, that even if that unity of conoand had 
ex1tte4. the out coce , under the circu..ottancet, would have been 111.1.ch tho 
oaoe. Tho llavy could not po16ib~ han offered finer cooperation. J!or 
could It In any way have contributed more to the defense of the island. 
~e fleet vaa not vi thdrawn until it had aulferod ah>ost tragic 
cuualties in both ""'" and sbipa; and not until ito losa li;:d t vaa 
roached did .t.d!:Ural Cunnill(;ham nw~ melee hla declolon , a <lecloion 
vi th vhlch no f!W.lt can bo found froa a naval point of vie>~ . llor could 
the alr force have intelligent~ cooperated more than it did, Obvioua~ 
Air Harehal longgore' a eoall force o! pla.ooe vould have served no u1etu.l 
purpoae by reme.inin& t o be inatantly deatroyed bY the ovcr.rhelming 
atron&th of the German Luttwllffo. And Longaore 1a decision to \fithdrav 
on !lay 19 can hcrdly be crl t1cl:od frolll till alr view:>oint, particularly 
when It ie remembered that his dociaion vna not made unti l General 
rroyborg, the l and commander , had rocommondod it. 

It is bel ieved, however , that unity of co:n':~s.nd of the three 
aaJor aroa of the ser vice in tho IUddle Z$at ~ould have benefited by 
central plannin&. Such :9lannin;: ohould vi thout doubt have given con­
tidorntion to the str ategic import•nce of the island of Crete and should 
have eonoidered the nature of tho eventual uoo of this 1olMd aa a ol.e­
l aying pooltion, ?Cnding the unavoidable outcome of t he o,eration. 

Although the Britiah cat1o o!forta to improve exlst1DG alrfioldo 
and dofenaee , it is tho~that during their six QODths ' oceu,ancy of 
the iol.Md they could have ,erfor""d 011ch oore uoetul work ha.\ they 
utili:od oore of the time in bettering ou~ly facilities Fnd co~ic.­
tione . !.fore ootor tre.nsport could have 'been aent in and "ould havo 
proved invaluable in the aoveoent of troops and in supply . It hao boon 
taid by ao""' obeervera that ll'l()ro antiaircraft guns ond a hundred or 
:noro :9UT1ul t planes mitbt have turned tho tide of tbe air battle. I t 
ahould be remembered. however, tho.t it ie questionable whether thooo 
odditionnl ~· and plane• could havo boon .,ared. Crete ~ae only part 
of a very important and complicated Cl\lll!laltsn which W68 being fouo;ht by 
t~o Britiah Zmpire. \lhen conaidorins whether it 11ns wloc to defend 
Crete one must keep in mind three ! net t vhich Justify the deciaion 
1\Ctually made : :First , tho Germrull oulrer od honvy caeualties in thie 
battle. Although their official roportt ohow total losses of only 
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5893, rell&b1o llrltiob oourcoo ••U- te t b&t abou.t fho t bouaand Oer...,a 
...,re 4roWDed tl")"i~>g to land oa Cret e an4 tb&t at lout twe1n t houaaad 
were ldlled or vOUD4ed oa t be h1an4 itoelf, Ia a441tion, tho Oer..., 

Air :Force euatainod extraor41n&r)' 1otaeo, llore tb&D 180 figbtl~>g 11114 
bombin& plaaoa &ad at 1oaat 2liO troop-carl")"i~>g pbnea vore doatro;yod, 
Second, tho campaign tllrnhhod a pattern for a II!&Jor attack in the 
third dimenaiOD (air) and roYoaled to a certain extent tho r ol atiVO 
Yalue of variouo t;vpea of dofenoe e&ainst maaa »arachuto landinga, 
'l'b1rd, and !)Ooaibl;y moot i mportant, the defenae of Crete constituted 
another atep in the effort t o dala;y tho adYance of t ho Ger-. mi.gbt 
and to pl.n time, 'tddch h Y1 tal to Ore at :Brit &in in the pr eeent coDfUct, 

A aecond point of intoreat in atud;yi~>g the part pla;yed lr.t tho 
Germano iD thio campaign h tho organization of all parachute troopa u 
a parachute divioion under a general officer, In ,,.ovioua C&ml>Digna, 
not abl;y in Hollftnd, the parachute battalioa ~oaro to have been t ho 
largest uD1 t of theae troopa, Parachute battalion• in Rolland ""ro 
attached to air iDfa.ntr;y formaUou to act aa a aort of adve.nccd sua.rd. 
ln Crete, oa the other b&Dd, oao can note the no1utionary cha.nj;oa ""ich 
have occurred ia tho Gornoa orga.Dization of parachute troopa ainco 1940. 
~. individual co"l)alll.ea an4 b"ttaliono ~ch o!)Orated in Rolland gan 
vq in Crete to a divioion collt)Ooed of throe parachute r egh:ento. ~lo 

diviaion differed from a no:rlllal division in t hroe roopects onl;y: it 

had fewer troopo, it lacked oupporting veapona , and it lacked artillor,r. 

A third development worthy of attention io the excellent uto ~ 

tho Gorcano made of their motorcycle cocp~~nieo during the latter atagoa 

of the Cretan battle, l~torc;yclea or ligbt care lend theQ&Olvoo to 
trano!)Ort b)' plano since ~he)' do not con8UJ:l8 ~oo 1011cb cargo apace. 
'l'haoe mctor c)'<:le CO"J)a.nieo conoti tuted tho 80bllo troop• of the o>Q)Odi­
tion and did valuable oervico aa rcconnoitorin& agencies and aa ad•a.nced 

guards in all phaaoo of tho battle. 'i'he;y alao did op1endid work 
puroui~>g Bri thh detachment• duriJl& the final adn.ncoa to Herak lion and 

Sfakia. 

A8 point ed out before, coot of tho unoffi cial llritiob otatomento 
with regard to military 1eaoono learned at Crete mnat be accepted with 
resene. ~e ttatemnto of the variOUll llri t ilh Hoadquartera however, 
vera cad.o onl;y aft er a carefUl atud¥ of all aocertainable facto, and 

~ey, therotore, deaerYe eloao attention. 

J. !low Zealand Brigedi er 4rev tho folloviD& concluaiono froiD bia 

experience• in Crete: 

•Poricet er detente of a.irf1e14a with artill or7 in dept h 
ia appa.rentl;y ~•t noceooary. The Britiah placed their guno 
too elooe t o tho a.irfielda, '!'be guna abould be ocattor ed 
an4 well c&:IOUflagad. !l'ho7 ollou1d J!21. l1tt at aircraft an4 
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betr~ t heir positi on exc.,t aa a laat reaort to protect 
their own planes on tho around, or they vlll be boQbed out 
ot exlat ence && t hoao vore. All poaaible alrfieldo or 
other lending oi t oo t hould bo vired or othe~so ~otocted 
vi t h around obstru.ctiont, l4<ley OorllW\ plano• landed on 
the roado, Intentr<' gl18rding alrfloldo ohoul d be in abort 
ehellow trenchea, 4t' deep, ~~ tfide , and 6 1 long; indivi­
dual trenches ohould be ocattorod hoph•~ardly around tho 
field. No goundo of dirt abould be lett visible to the 
pleneo, A few tanko are uootul in protecting &ir fielda -
the llrithh had aevoral, but t hey were bombed out of colll­
minion befor e the Gorman plenel otart ed landing troo;>o . 
Some tanka had be on da::lqed by bel ng flooded v1 t h eel t 
water before landing. Tho vbole defenoo of en &irdro::>e 
must be well organized; i t t firot obJectiYe ohould be t o 
prennt the lending of trOO!>-Carrying pleneo. 

1German organization Val excellent, ot e~~ae, dovn to 
the moat minute detai l. Inotruct1ono t aken fro~:~ aooe of 
the firat parachutist• ga.a the method of o1goall1ng plane• 
for food, bicycle•, rel nforco=ent e, and direction of ene~ 
forces . Aftor landing, parAChuthtt uoed rockets to indi­
cate the l ocation of llr1t1oh forceo. Red and whi t e r ocketo 
were fired from different pointe toward )ritioh forceo , tho 
r ed being uoed when the bombing and otr nting was on . Now 
Zealand troop& actually ouccoeded in eigoalling Oer111an plMet 
to drop them food, coffee, bi~JCloa, end 1re1nforcement a1 

who~:~ they were r eaey for and promptly shot do•m. Food parcel• 
vero emall i n bulk , nutri tive , and vell done~ in veather 
proof eontalncre. Fragr:10ntation of bomba wae exc:.ell ont -
voey unifora - and in 1 t o 1~• frago:ento. llo delayed action 
tu••• or land mnes wero uoed in t ho ca."'!))L1gn . 1 

A t ent ative re~rt !roo t ho Bri t ioh Middle ~t Co~ drawl 
the folloving leooono fro~ the experienceo of British tr oo,• on Cret a: 

1Airdro""• • bei ng tho onO>G' main obJective , cust be 
organized for all-round defenae , even to pillboxes, e•­
peciall;y aa paraebutioto rs:t drop behind the defe~•••· 
Dofenoea, including artillery, auot be in depth. Artillery 
in oi tea v1 tb cover proved more uoeful than that in tbe open 
with all~round field f iro. 

0All r llllko of all armt cult be armed l<itb rifloo, 
b~oneto , and a high proportion of to~ guna in order to 
protect themaelveo and in tho caoo of artillert, tboir 
guna. 
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111y dey it abould be eaar to de81 vith puaehut1otl, 
but it ll!llAt be remembered that the)' 111Q' land at night and \ 
aec:ure an airdrome, '!'he main probler~ h to deal vith eneey 
air-borne t r oops , and aa it h it!pOniblo t o be otrong evory­
vbere, ther e ll!llAt be otronc t10b1lo roaorveo centrell)' pl aced, 
preferably wi th tanka, 

•Defenoe wet be offenai ve. I""""dillto 1\Ction b)' mobile ~ 
r eoervcs ia eeeential to prevent the eneey fro!:l oettling 
down. In or der to oec:ure C(Uick action A lllllll J:£!lln .111 
intor-comupication il. xUA.l· Del11,v 111Q' g1 ve the ener.Q' air 
force an opport~ty to preYcnt movement. 

"'W'ing t he bombinc phaae, o:ntiaircraft end light Dachine 
«Un' ohould remain oilent unleaa ro~ired to prot ect t~eir 
own aircraft on the ground, 

1 T!te antiaircraft la.vCNt ahould include clllJ:>:':V entiair­
cra!t guns and alternative poaitiona. Pooitions of ontiP~r­
cra!t guns should be continunll)' chenged, 

".ArrangeMnta muot be made eo that t hoao 8lrdrooea which 
arc liabl e to attack 111Q' quickly be r endered te!:lpor&ril¥ 
unfit for landing. 

"A• i~ortant eo the C(Uick action of a mobile reser ve, ia 
the position of the fighter aircraft auF,9ort , the exiatenca 
of which night prevent AD¥ air-borne lending trom aucceeding, 
or at least might reduce tho enaey effort. 

"Tb~ foregoing are interim l eaaona vhich oa:J be modified 
aa a. result of tho f1ndins- of a apoci81 intanervieee 
co=ittee vluch 1a nov examinilll tho operations. • 

Another Rrit ieh higher officer deacribed the militnr.y leoaona ho 
had learned in Crete in the follovin& vorda: 

•:secense of t be t ;Y!)G of tra1ning thO)' bad received end 
becauee of their normal dut1ea, the u•ual airfield creVe wore 
valueleea for defending fiolda. 

•Poeitione of the defender• ahould be orgenized in depth 
on all side• of tho landing fiolda , rather than merel¥ on 
the edges of t he fioldo . 

• In:modiatel¥ aft er 11\ftding, !'&rachute troops are r el&­
tivel¥ hol pleea. 
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1 !i'ra1ned markaJDen ut1111 rifioo ore tho boot ""e.na of d.,_ 
fenee. 

1Art1llery, if properl)- placed and camouflll€od, 1o very 
v&luoblo a&ainot troop-canying ple.noo, 

"Defense troopa should bo loontod near oreaa suitable for 
le.ndingo and should have available A I!IOtorlzed reserve vhieh 
can be tranepor ted in truelco to untuorded points vhere enot:G" 
le.ndingo are being made. 

0Tbe two moot important pointo to be kept in mind oro 
tho time factor and the noceooit7 for trcined marks,.,n.• 

A brief and tentative otud;r of tho Crete fighting by Britioh 
official aourceo, roeentl)- publiobod, otroooeo four maJor loosono 
learned in t bot e&-,Ugn: 

a. Slit trenches, rather than elaborate field fortificatlono, 
are the beat protection -sal not dl ... bocbero. 

b , Tho defenoe oyatom of alrfioldo muat be organized in depth. 
A perimeter defenoo ia not autficient in itoelf. 

c. Artillerymen mutt be armed wlth ritleo . On one occaoion in 
Crete , e British battery wna CAptured by parachutieta, bo­
cauee tho l ack of infantry veapono left the peraonnol of 
tho battery helpleaa, 

d. ~blle re aervea ere abeolute~ neceeeary to re!)'lllae para.­
chute atteeka, 

Parachutiot s are rela tively belplooo and eaoily destroyed if t ho 
detondar leuncboo strong counterattaCk• vl thout delay . Mobile reoor ... o 
ohould bo bold in readl nooo for tblo pu.rpooo. In Crete, a leek of 
IDOtorhed equipJ:>ent prevented tho leuncblng of ouch eounterattaelco. 

One of tho mat important lonono to bo dravn from a atudy of 
the GerOM ouerationa on Croto ao a Vholo lo tho importance or tho air 
tranaport p~e. Air power muot nocoooaril.;r bo baaed prle>arll¥ on 
pureult and bombardment planoo, but for a full ezploitatlon of air povor, 
tho tranoport pl ane appear• to bo oe important aa the other two, To 
bo auro, the German puroult and bombardment planet made poB8ible tho 
con~uoat of Crete . However, in the lBot analyoio lt waa Gorman troopo 
tranoportod to Crete in Derman tranoport planoo - Ju-52'• - who nctuall)­
conquorod the ialand. 

Such a tren.aport flout aa the OerMn .11r J'oree nov poaaestel -
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6!10 JU-62'• were uaed i n Creh - .,_t be l!IPI'OThed in u .. of ...... . 
Solch e fleet 11110\ be creetod, orPDiaad, aDd equipped 111 U•e of puce, 
lon& before the out'breelc of """• if U h to 1\ulcUon to i h fUll 
capeclt)'. Reliance on the franaport pluea uaed i n chil eTleUon for 
100re then the nucleua of ouch • fleet 1a 1U.-a4Tlaed end h llltel7 t o 
prove Uluaory. 
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AlPI!!DIX 4 

!l\?l$5 ON O?J!IWI GltlDjlRS 

'l'heae notes are besed upon the r e!'Qrt oubllll.tted on Juno ?, 
1941, b7 an #lericen official oboerver in Cairo . 'l'he 1nfo...ation 
contl\l.ned in tbat re!'Ort ""' obtolned b7 l!ri tioh officials from a 
25 :veer old Germen glider ;>1lot who ""'' COJ>turod neor Ca.uea on 
Ma7 3), 1941. 

001/Tilli'lS 

1. (tUI>S'l'IOUS .&liD A!ISWERS 

2 . NISCi:LUNEOUS I IIJ'OIUW'IOII 
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!!OTIS 0!1 GJWI GI,IDJIS 

l, QlliSTIO!IS AND .&l!SWi!!!S 

Ouoation: Hov ~ men are carried 1n each «].ider? 

AIW!I.t• Ton men are carried . 

14.9 

Quaot ion: What accommodation il provided for armament , equipment, 
otc. , ot troops cerr1ed1 

~: Their rifieo are atoved ina1do tbe glider on cl""'''• at tbo 
aide o! indhidual paaoen&era. 

Ouoation: .lro troopa o1 ttinc or atanding? 

AD!:!!l:: All the paa aengera are aeated, one behind the other . 

Qug•t1op: Is a reaerve pilot carried? 

AIW!U.• !lo reaerve pilot 11 carried. 

Qugatign: Ia an observer carriodt 

~: No observer !a carried, alnco the glider ia rel eased noar 
ita obJoctin, 

Oueation: What gw>a , i! 8JlJ', are carried, and vho manl.po.latu them! 

~: One l:laCblne gun, !1'7l>o 34, 1a fittod borhontellY on a cl amp 
on tho outaide o! the glider: it ia !ired ~ tho aaD sitting behind tbo 
pilot. Thia l:laCbine gun 1a fixed and no dotinito a1• 11 made. It 1a 
tired, abortl,y before llUlding, on all)'thiftC t hat ia in the line of fiif!l>t 
of tbe aachino, P/Vl bell end that tbh 1a •eluable chieflY for ita of­
teet on lDOralo, He carried an 0 .8 p1atol2 ao bio onl,y weapon. 

Ouoat1on: What typo o! troopa are carriad, apeciel Glldor Corps or 
ordinar7 in!ant r7 troopal 

.&n!l!u.: Ord1ner7 l n!antr7 troopa vera carried on the operational 
fiisbta made 't>7 P/ll. 'l'b1a vao aloo true of t raining !l1sbte in Gor11W17. 

Qpeation: What type of training 11 given glider pil ots? 

lP/v h t bo abbrerlation u110d for priaoner of var. 
2ori.11 h tbouf!l>t to be an 8-u. piat ol. i=i· 
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~: P/V'o trail>1"C vao not nor-.1, tor bo bM otar\ed cllcl.lJic 
aa a boT in 1931. He ouboectueDUT ontorocl t ho Geriii&D .Air Force ao a 
pilot and vao romond from pover-clrhen aircraft an4 oent to Hildoohoia .• 
lleca».IO he had bad conoiclerable u;porionco, ho wu otarted i-41atoq 
on oporationlll cUdero, llllkinc - epot lanclinco, oo•e of them with 
local troop• ao paoooncere. 

No opocial tactico were toucbt: tho main problem was to put tbe 
~hino down on tbe rectu1red epot al quickl1 ao poooiblo after roloaoo 
trom tho tow1nc air:>lone. 

9uoat1on: \/hat type of treini"C h 11 nn clidor troopo f 

.lolW!l1:• Glider t roops do not &p:l>l&r to ban bad &DT special trein­
i"C beyond inotn>Ctlon and practice in pttln& Clllt of tho II&Chilut 
opoo41l.J. 

9ueotlpp: What prorlalon h """-• tor cet•i"C into. an4 out of, tho 
&lidorf How IOOD Can the troopo COt OQt Of tho &liderf 

.t.ulml:: 'l'bore 1a an exit 1n the tront and one at the rear. 'l'be 
troopo , boinc at the ready, can cot out fairly qulckl.J. 

9ueot1on: Do glider-borne troop• carry paraebutoo, an4 h i t 
posalblo tor them to oscapo by parachute in caoo of impen41nc craobT 

Mmr.: llo parachutoo are carr led by troopo or pilot. 

9ue!Uop: How many gliders can bo towed by one aircrattf One re­
port opooko ot oix gliders bovine been towed by ono Ju-52 . Io tbls truof 

.Ail.!!tt• P/V inaistod that not 110ro thlll> throe &lidero con bo towed 
by a Ju-52 and that ho bad nnor beard ot other torl"C eircratt except 
tho ~ and the l!enachol-126. • He otatocl t hat in point of tact tho 
larpot nw:~bor of gliders he bad ovor ~eon boin& towed together wao 
two; he had, however, heard of three. 

9ueotiop: Vhat 1a tho or,;anhation of clidor unital .lre glider 
unlto oeparato onti t ieol 

Mmr.: OUder Uni ta are under tho IA!ttvofto. 

9uoot1on: Do they depend u:l)on particular ,groups of troop trenoport 
aircraft? 

Wl!u.: Yeo. Ju-52'' were at Hildoohoim and wore known ao 

"The llomm bao boon proTiouol,y mentioned by a Gor~~~&n Air Porco pilot tor 
towinc o1ncle oeatero. 
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• Stat'fel 2M.. 

OpuUgp: Bow II8DT slidero are in each WllU 

~· ~'bout 15 to 20 clldero aro b oach Wilt . 

QuuUgn: What repair and llllllntona~~oe facllit1ee are pro•idedf 

.t.wtu:: In Greece, t here vere about ao - riccer• ao there vere 
aircraft. 

OuooUpn: Vb.at an tho rul<o of Cllder poroonneU 

.k.al!.K.: !he rul<e aro t ho ouo u in the Oeraan ~ l'orce. 

Oputlgn: llbat 1a the relation of slider peroonnol to other llZL1 t o 
of tho Go......., llr J'orce? ~ the,y i ntercbanceable or a lll'&l'ate orpod­
•at1onf 

.Aiw!u.: Glider l'Oroonnel 11 not intercballceablo v1 th tbet of tho 
German llr :Force. 

Quootign: What io tho total number ot c lidera a•ailablef 

.t.wtu:: P/W inoiated that he had no idea of the ~~ber of Clidero 
available, The whole scheme wao •uPPO••d to be ver.y eecrot and pilota 
vere ctvon no intor=ation concernlnc it, 

Ouoetlon: Ia a r&dlo carried! 

OwttUpp: Do glldere C8Z'r'7 fi&:lll t brovera, CU equi!JDOnt, aDOke­
!lroduciftC *P!'&I'atuo, etc. f 

~: P/ll etated t::.at no n .... thro.,.ro, gaa oquipcent- except 
~~aoko - nor o:oolce-producinc em>aratuo vero carried. 

Quoatioo: Are glidera u.ed to c,err.y atorea, e~ul~nt, guna, 111bt 
caro, licht tanka, etc., inotead of troopof 

.&uur,: The rear four oo&to are removl\ble end P/V oav no reaoon 
vh1 tho equivalent ~eiCht in etoree, e tc. oould not be carried, Ke 
knew nothinc of a larger type CfiPablo ot cerrrinc ligbt tul<o, etc. 

-rbe Stolfel correopondo to the u.s. oquadron. 
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AA•wrz M 11;.1 .. bAru. 11 a leettpeeglflucJtuetphror, that it, a 
troilbt-carr,rinc glider pilot. 

2. MlSOJUJ:•D'"S ID'OIIK@IOI 

Other pcinto ot inter oot, ooeo o t which rotor t o informatica ccA­
tained in the qneotion and anowor ooction of thio ~lletin, are .. 
follow•: 

a, P/W otqod in Salon1ka for about throe clqo, !he JO&ehlnoo of 
bio Stnffol were aooemblod - wine• ell4 fl.Tinc vireo ricged - in about 
0110 481. In thio Statfol , thoro woro ~rorl-toQ< &O- ricgoro &O 
there vere m.achine a. 

b. ...,other unit, procoodlnc h7 air, W&O ooon h7 P/W vllilo he w&e 
at a railwq otatlon in tho Balkano. • 

c. !!'he fiapo, vllich oro fitted on tho upper traillnc edge ot tho 
wlnco, open upvardo. 11hon tlapo oro obut in tho tlllbt the JDaChlne 
dooo not drop ouddonly liko a power drlYon aircr aft. Spot laodlnco 
oro therefore comparatively eao7. 

d, !l'ho tlloolago of the machine h conetructed with oteel tubinc: 
P/W believed that tho wingo wore of wooden ccnotruction. 

o, P/W received bio Iron Crooo I aod II for landing near a bridge 
on the Albert Canal w1 th about tlvo ether glider• and about 60 •n and 
boldlD& thio bridge tor 34 houro, pre•entlng ito dootructlon. .A. 'r&Ot17 
euperior force of :Belglano took to flllbt, and tho main force ot Cor­
mane W&O able to erooo tho canal without roolotanco. 

f, \'he following phoepboroocont fi71nc inotru-.nto wore fitted in 
tho glider: 

.A.lr opood indicator: 

.llt1JDDter: 
Rho and tall indicator : 
Oompaaa: 
Turn and bank indicat or. 
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41'lPP1X I 

IJ)DITIOIU. BOnS 0!1 1!!11 1l4ftLI 01 C!!m 

!hoae notea are baaed upon extract• fro• a tran•lation which 
waa publiahed June 1941 in the B!IYA Militoirq §U1aoe. R Swiaa 
militaey Journal. It is hoped that thia additional information on 
Crete ma1 prove of uee in completing tho picture deacribod in tho 
bulletin to which theae note• are appended. Witb tbat in mind, tbq 
aro offered to the reader for whatever of value tbey ma1 contain, 

J!l§ftlC!II! 
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tWI!lOJAL JI)DS 01 %Ill MftLI Ol gam 

"'Ii tllout a doubt, tho Janle of Crote 1o one of the 110ot il>­
lereoUnc 111111 t....,. operatioDo of tbh var, Corta1~ 1t hao ahoWII 
ne1 thor the obaracter nor tho ID8C1Ii tude of the acUono which took 
place a year oco on tho VoatorD l'l'ont: but it ronolo mothodo of 
attack which vill have turtber doYelopmeDt • 

••• 
1!he campaicn• 111 llorvq and Rolland han obovn that tho 

Cermaoo poooeoo troopo extre•l.¥ voU..traiDod ao parachuUoto and alr-­
borno intantey. 'l!hooe oampaicno ha•o proYod that fact , but the oJ>­
cacocento thomoolToo haTe been fer leoo enco.,.aolns than thooo iD 
Croto, In Jlorvq end in Rolland, t ho acUono of thaoo epecillll.T 
tralned t roopo wore 111111 ted to the toklD& of airdromeo and of other 
objectheo Which •auld fac1U tate the ad•ance of Corman land forcoa. 

•:r..en ln Greece, the parachutloto Which were dropped on tho 
Iotb=uo of Corinth, had ao their mioolon only tho creation of a 
bricl«ohead on tho PolopoD.Deouo vhich • ould permit tho edYanco of the 
Corman .Armored :!'or coo and "ould prnent tho llri tloh retreat thronsb 
thio oector. 

•on the other hand, t ho Oroto parachutiote and ai:r-borno in­
fantry carried on practically tho entire battle. That ie the nov faot • 

••• 
1 1'ho o;yotomatic aerial roconnoiooanco prior to tho actual i~>­

Yaalon of Crete permitted the photocra~D& of all dotailo of tho 
principal objectiToo, 

••• 
•&tore dopertln& for tho attack, the parachutioto otudiod tho 

alr photocrapho of pooitlono thay wero t o ocCUJ>)', 1'ho first para­
chutioto attorvardo occupied tbooe pooitiono and t bon coTored tho 
arrlTol of tbooo vho followed, loeded with aatoriel and light eamon, 
Pioneer• next dooconded with ordoro to clear i-dlatoly landln& plaeoa 
for large tranoport plane•. 

• •• 
1 Tho idea of transporting troopo by glidero oeomo to ba•• 

roached the otago of practical application. 

!DlSDIC'1i!) 
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••• 
0 lnotoad ot u tiliainc aateriol Vblch io cootlT and often 

cUrticult to replace , tho Oe%'118111 protorrod to III!Plo;r toved &lidero. 
Since &11doro cu l&D4 aaoot ""7"boro tho cUtticulUeo of t11141nc 
aood terrein tor lODdinc fioldo hU'dlT txiltl . Moroo ... r . 1t tho 
glider 11 d_.d in lucUnc, tho lou 11 o-.11, 

••• 
0 1'bo use of eir-bomo troopo oeoao to prooent ad<ruta&~• o<rer 

tho uoe ot paracbutiato, In tho firot pla<:e, the tr81Dinc of true­
ported troopo to not uarlT ao COI()licated ao tbe.t of tho paraclmUot, 
l n tho oocond place, tho een are alread;r grouped ao ooon u tbq 
roach tho gr.....,.,, and thoro 11 thuo a<roided tho c~az~&oorouo period 
precocUnc r ... uoublT. 

• •• 
0 Geraan arlation supported tullT tho troopo on the g:roww!., 

.t.rlation officero Joined the eir infMtr)' ofticoro on the ground 1n 
order to determine the obJecti<reo which were co.-on to their reopecti<re 
co""""'do. 

"In order to induce the defender to dioperoe hio reoer<reo , 
the paraohutioto alwayo attacked in oe<roral placeo at one time, 

••• 
•Since the necooaity of good terrain dildniahoa iu proportion 

with tho eii!PlO)'llllnt of glidero, the greater part of the count17 bocoaeo 
..ulnorablo to thio oort of attact,• 

-3-
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AlfPPil 0 

Thoao notoa on the Battle ot Crete are baeod upoa oxtracte 
trom a report Juot received from an American official observer in 
Cairo and siva the lateat version of the initial attack. 

RISTJ!lC:.t'ID 
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JUBD1B JOBS OJ m MmJ 97 CJm 

•ror a month prior to the main attack on Crete the Germano had 
boon meld~~& a ceneral moTO..,nt tovvd tho eouth of Greece . Tr.,.port 
plano• and glider• cathered in the Yicin1ty of £then• and Corinth, 
and epoo1al troops cam bT air, ooa, road, and rail. Supplies and 
onol"liOUI etocko of IIIWI1 tiono vore pllod voll forvard·. Landi DC fields 
vero haotil¥ oonotructed in oouthern Crooco; ucoan blonde which 
offered landiD& fac111tieo vere ooiood. £t Mlloe Britioh officero 
Md man vera captured and put to vork bliildiD& oirfielda. 

"'rho preparation prior to the aUe.ck by air-borne troopo vu 
diYidod into throe diotinct phalea. 

"The GerliiiUll opont the firat ten dar• of 1!11)' - the first phue -
in thoroucl> reconnaiuence accoi!Panied bT light diTO-baabiD& end 
uchine cnn att4'Ck•. The Nasi plM for the lllain attack vaa baaed on 
tho oxtenoivo oorieo of Air photocrophl token at thio tima. 

•Tho oocond phase vaa J:l(lde up of de)'lli!l>t bombiD&O and machine 
cnn attack• on an OTer incre&aiJll!: ecalo , both in frequency and intenoitJ. 
Tho Germano lSWlchod Yiciouo thruato at co~W.U~icationo and probiD& 
o.ttl\oko to locate o.ntinircratt, troop concontri\Uona , Md defonohe 
politiono. J'ightero struck the few remalninc RAJ' planeo ond forced 
tho Bri U eh on the 15th to wl thdraw oll aircrAft to l!Qpt . 

•rn the third phase a eerieo of fierce attacko vas directed 
acatnot lOa communications in An effort to interrupt supplies. One 
night, operaUD& oingJ.¥, plane• bombed Sud& Bay continuausl¥ for oeoren 
houro. On tho 17th seventeen Jn-88'•• oecortod by ton Me-109 1o, dive 
bo•bed Sud& :Bay. The next day, after four roconnalnenceo, Sud& Bey 
vaa oubJocted to seven hoaVJ bombiCC attack• oupported bT figbtero. 
lYon thoucl> tho abipo there vera on fire end olnlciD&, the nnloadinc 
co.nt1'DUJ14; Sud& Mehorage becADe I\ &r&'f6J&rd. f or • easels. On Maleal. 
and Roroklion airdroces bombing and ~ino CUD attack• wer e heaYJ acd 
frequent, and there vu a gener.U intoneification of all 8tte.cko in 
M effort to brook down aorale. 

"Throughout the month preceding 1!11)' 20 thoro bad been a con­
otantly rieing tecpo in the preparation tor tho air-borne invasion. 
Tho method of attacks varied; thoir intonoit)' progroooivel)' 1ncroaoed. 
Dlll.l¥ reconnahannce and air photograph)' on~~blod tho lle.~io to otud)' 
do!anea dlapoaition ot troopa and tba location of guna and alit 
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trencbeo. llaTlDC co~~pletod a thorwc~> reconnah..,co 6114 hartnc 
battered roohta~~ce &Dol. lnhrrapted oa,pp}T, tbe laal alr U"1V' vu 
reedT t o atteck. 

"Soon after dawn on ~ ao tho lpttvatft ltruct the Mal.elll­
Canea Area. Ito mlaolon vu t o ollenco anttalrcrolt battortoo and t o 
prevent tho uae of tho roado between Sud& and llalalli. .t.t Kalolli tho 
attack vao oopociallr ho507. 

"Tho lev Zealand 224 :Battalion dofondlDC Malollll ldrdro~~& ""' 
heavl]Jr bombN'dod lllld """htne-ew>nod for ntnat7 llinutoo by Ju..87'o, 
Ju-88 1o, 1Ce-l091o, and 1Ce-1101a. 2ho bo:barc!Dont vu ao lntonat that 
noryona vu drhon to oll t troncbeo - ool08 participll!lto elide tho 
aovorit7 of tho attACk exceeded t ho hoavteot artillery proparatlono of 
the World Var. l!etoro tho donoo cloud rel\llt1n1 from thia 1\ttaCic had 
lifted, fifty glider• had landed ln tho dry river bod directly in front 
&nd t o the woot of tho 22d Battalion. 

"Tho bl1 ocala Bllto vao an ave inapirtnc opoctacle. .t. dio­
tinguhltod llr1 thh officer rolatoo hov he otood on a hill vatcltinc the 
Dttack onr Maltlli , enthralled by tho l>llgDitudo of tho operation . 
Vltile he vu vatelt1ng t he boabero, he eudden}T becMe ..,,..e ot a 
greate r throbblnc, or onrtono, duriDC tha DOI08nto or compuativo quiet . 
Looking etavRrt\ he laW hundredo Of planes, tier uPOn tier, COniDC to­
vard hto. Tht7 were hugo, alow-moviDC troop curl ore vi th the air­
borne troopa he had been e:q>ecttng. They circled counter cloclc-vilo 
over Maltmi alrdrome and then ao it by ~~~~~gic, when the planeo were 
on]Jr aoo foot above tho ,;round , wht t o ape eta ouddan}T appeared beneath 
them, and cloudo of colored para()b\ltoo floated olov}T to earth. 

"Tho dry otr eam banlt:o afforded aheHer to tho &llder-boruo 
troopa which landed there. J'u.ll.T ar•d and organlltd u combat to-. 
the troop a poured out of the glldoro and took uP pool tiona taclDC tho 
22d BAttalion whore they could cover their pari\Chutlot o landing weot 
of the atroam bed. flying at low altitude ln olroleo >dtoao center 
waa about " h&lt llllle veet or tho 22d Battalion petition, lasl 
fighter• covortd tho deocont of t ho paraeltutiato by contiDUOUS, 
IICl"derO\II otratlDC of ,;round troopo. 

"Moot of tho pari\Cimtltto who landed 111ar dofon41DC trooJ>O voro 
lcllled. So• lObo landed on the Maloml-Cante. road interrupted cOIDiml­
cationa. On tho airdroiiM!, dotendiDC troops vero ovtrwlttl""'d b7 par ... 
chutlato who actual}T landed on top of t heo vtth otoroa and equipment. 

To the eaot and west of the alrdrol!IO Ju-52 1• orMh-lMdod 011 the 
boaeltaa and diogorged troopo. • 
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In addition to their uae in trOAoportinc co~erinc torceo 
tor ma•• parachute landinco, clldero porait the introduction of the 
element ot aurpriae, Roleaoed by their towinc plane• AI much ae 10 
or 15 mlleo !rom their obJectiveo, they ~preach vith no roar of 
motora Md mar remain undetected until the moment ot landinc. Tiler 
carry complet ely equipped and orcllllhed uni to, which are ready tor 
ACtion the inatant they touch the (rOund, The fUture will doubtleee 
ahov 8 more extenalve use ot glider• i n ooaeoaot l&ndlnge. 
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RES11!ICTm 

(r-2/2657-220; No. 519 ll.I.O., W.O. 11:00 A.ll., OCtober 15, l9U 

SITUATION REPORT 

I . Eastern Theater. 

~~ The island of Oeael is now completely in German 
han<la. 

Heavy fight in& continuu on the central front with 
Ruasiana admitting German advances. 

The Gercan High Comand states that the pocket west 
or Vyazma bas been eliminated. thls action and the fighting around 
the pocket east or Bryansk has netted so tar a t otal or 500,000 prison-
ers. The Germans arc advancing sl""ly on the southern 
front with advance guards near Ta&"nrOB· 

&!:• A Russian conmunique tells of an attack against German 
~round forces by the air arm of the Black Sea rleet . 

The Bri tish Air Uinistry claims that their attacks on 
Germany have kept half the Luftwaffe fightin~ force on the ~/estern 
Front and thus aided preventing German control of the Eastern Theater 
air. 

II. :/estern Theater. 

Air: British reports apcke or attacks against south Germany 
last night-. -There was no elaboration. Fisjlters are uid to have car­
r ied out offensive patrols over northern France durl.n;t da.Yll6ht. 

German planes raided Br1 tilh airfields last n1Jht. 
German sources declare Br1 tish losses yesterday to hsve been heavy. 

III. l.!iddle Eaatem Theater. 

Air: The Italian communique admitted a British raid last 
night on Benghazi . 

RESTRICTED 
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DAft Ootober 16 , 1941. 

subject: Summary of dieeueeion at lunob, Ootober lS, 1941. 

Present: Meaara. Walter Stewart, Laughlin currie , Allan Sproul, 
E. A. Goldenweiaer, D. w. Ball, George c. Haaa, and 
D. H. Morrie, Jr. 

Poaaibla elimination of guaranteed iaauaa . 

Witb raapaot to certain tactual data tbia diacueaion waa 

baaed on a memorandum prepared by Meaera . D. w. Bell and ~orrie, 

dated October 14, 1941, w~~ch ia attached hereto ae Exhibit A. 

Tbe diacuaaion brought out the following major advantages and 

poaaible dtaadvantagee on thia eubject. 

Advantagee 

(l) Simplification ot government debt atructure. 

(2) Simplification of t1nanoing problema through having 
fewer iaauaa. 

(3) A auppleaental advantage under thia heading ia in­
direct aid to the proeram of iaauing larger a£Ounta 
or "billa•. 

(4) Will result in cheaper financing (on a eemorJ baaia). 
It waa thought thia would average about a quarter of 
a percent . For a later check-up, aae report by 
Mr. Badley, Exhibit B. 

Poaaible diaadvantagea 

(a) Critical public paycholo8J on the apparent l a rger 
"public debt" figure . While thia figure baa alwaya 
been 10mewhat of a fiction, and although figurea 
on the guaranteed iaauea are alwaye included by 
careful atudenta, navertbalaea, they are omitted 
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in p~blio diao~~aion tar .ore ottan than th&J are in­
ol~ad . It the "guaranteed•" are eliminated, it .. 1 
be desirable to ahow the amo~nta borrowed trom the 
Trea&~rf bJ each governmental agenoJ. However, it 
ia guessed that in mora caaea than otherwiae, the un­
adJusted public debt tigurea Will be uaed tor compara­
tive purpoaea. 

(b) The d1tticultJ troa a practical point ct view ot re­
auming ~ture "guaranteed" 1aauea ahould that tor 
aoae reason aeea desirable in the ~ture. 

(o) Soae d1t't1cultJ trca time to time with the agenc1ee 
as to the rate that ahould be charged. 

(d) The "brealdng ot faith with the market" on the ques­
tion ot r1gbta, in view ot the practice built up 
over a period ct .. n1 Jeara. 

Conolusiona 

It waa alao felt that if a change waa to be made i t waa 

beet to make the plan i nclusive when it waa announced, eo that 

all aganciea would be treated 1n the aaae W&J with reepect to 

the problem regaoding the debt Ualt. Saoretan llorgentbau 

aaid be would wiah to do thia thro~ the proper ebannela and 

believed he would have no ditticultJ under preaent conditione. 

It waa alao telt that preeent conditione preeented a favorable 

opportunltJ tor putting the plan into etteot. With reepect to 

the immediate detailed etfeota on the Trea&UrJ financing , and 

alao aa to the poulbilltJ of working out aome aolutlon to the 

"righta• problem, lleaara. Bell and Morrie were aaked to aubmlt 

a aeaorandua. 
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Poaa1bla dal1rab111!J ot 111U1Qi a laraar a.ount ot b1lll. 

seoratar, •orsan\bau aant1onad tbat th11 bad bean UDder 

oonaidaration tor 1oa1 t1aa and bad bean rao01aaadad b7, aaoac 

othara, •r· •oolaa and ~. Stewart. the 1•naral ad~antac•• ot 

enlarging the bill -.rllat ••••ad to be 10 wall acraed upon tbat 

there waa not ~OD dl1ouaaion ot \be 1ubjaot aa to \be principle 

iln'Ol'fad• AI to da\1111, not •ob waa aa1d at tbla .. attng. 

With ra1peot to tba quaation ot oorralatiaa P!blic flota­

tion• (other \ban tbcaa b7 the Traaaurz> with Trealury t1D&Dciaa· 

TD• ... oraadua troa •••1ra. D. •· Ball, Bllttington, Viner, 

and •orria, dated October 16, wa1 read. (Sea EXhibit o.) 
Tbera 1aaaed to ba~• bean 1oaa a1euadaretanding aa to what 

waa in the Sacratarr' • aind, but attar d1aouaaion 1\ waa broUibt 

out that he did not bave in mind, except aa a poaa1ble eecoadarr 

iaaua, tba quaat1on ot •polici ng• the purpoaea ct loana, but 

rather the qu .. ucn ot arranging a ttaing ach.c!ula ct public 

laauea eo tbat tba7 did not in tartare w1 th go~al'llllant financing. 

On th11 aoore 1\ waa talt ta-t there abould be no great ditt1-

oultiaa and \bat 1t IOUld be Ylrf eaail7 handled throusb tba 

Federal B .. ana S7ataa, pra1~bl7 on the bade ot each dhtriot 

making report& coYar1ng tlotationa within ita bordara. 

Juat aa a 1pot chiCk a1 to po1aibla 1nforaation at th1a 

point, 1i.pl7 on a •go111p• baaia, xr. Sproul wa1 a1kad to 

~., ,y. ; 
~ ' . ) .. ,,. . 
. l . ,f ... 
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report tor \be next week on oonte.plated aDd aotual la.uaa lD 

hU d1atrlot. tbh lntor.aUon would thaD ba IUied b7 \be 

Trat.ll11'7 on t.ba baala ot Ul 1Dtor.aUoD&l oheok ln a .ultabla 

wa7 to ••e lt the queatlon ot prlorltlaa a1~t be l.;ortant. 

Dur1DS t.be oourae ot t.be dlaou11lon reterenoe waa alao 

.ad• to t.ba lntor.al Capital l aau .. Co-ut ee ot 1~18, alliS Ua 

aucoeaaor eatabllahed b7 Congreaa bat &l••n no actual atatutorJ 

power•· 'rlla baala ot thla 1Dt-Uon aDd related data are 

covered bJ a aeaoruac!lla troa •r· Bau t o SeoratarJ Worpnthau, 

dated April 17, 1~•1, antltlad •aeatrioti on ot Capital laau•• 

co-.petl ng with Ga.arnaent Seourltlaa.• 
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SubJect: (1) l•e41ah OMit. all4 retlm4111C requi~to; aD4 
(2) !otal rehll4111c requlr••to Oil ov.rr•t~ ouhtaa4111C 11 ...... ota 

(a) ll-utraoUoll rl.uaoe CorporaUOD 
('b) 0'. S . llGUliiC .&rl \lt.orl \7 
( o) "o•·41 \7 Cre41 t CorporaUoa 
(4) Koaa O..en1 :Lo&ll CorporaUoa 
( e) h4.eral r.ra llortpee CorporaUca. 

llecoaatraotloll rtaaaca Corpora\loaa_ Ill our OMit. pooltloll ltat...at .. tl­

aot .. " coat.-plate4 rallliiC $500,000 ,000 tor \1111 CorporaUoa to ... t U1 

caab requlr-to ap to Deceaber 3l aD4, 1Jl a441\10D, reflm41IIC lh 011htaa4lac 

7/Sf, aota1 aatarliiC lo••..,.r 1 1Jl \be &IIO'IIllt of $3()0,000,000, !hil otferl"C 

llt.ollld 'be .....,wooed oa Octobar 21, 22 or 23 all4 the hiiU 1hallld 'be 4ate4 

The lllccutrlloUoa :rtauc. Corporation hal a\b.orl\7 to 'borrow Oil aatartU• 

not ucee4111C fl.-. 7ean. 

eo-odlv Cre41\ CorporaUoaa !hll CorporaUoa doll aot ue4 _,OMit. at 

tb.il tiM. AI a .. uar ot tact, tlt.a llaocu\raoUoa r1Aaaoa "orporaUoa - U 

about $10,000,000 a114 u hal a tr• OMit. balaace of about $25,000,000, •o \hat 

wbea the lllooutr11ot1on rtllaJlC& CorporaUoa recel.-.. U1 aew OMit. U wlll 'fJ#'7 

ott \be eo-o41t)' Cre41t dab\, llbloh wUl ct•e \1111 CorporaUOD ~~pprozt..t~ 

t:Loo,ooo,ooo wiUob u - aae to pe:r ott a part ot th 1f, aot .. aatar1Jlc 

lo••ber 15 111 the aiiO'IIllt ot $204,000,000. It vlll be uc .. lai'J either to 
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rotuzl4 the bal-. 6110UDU11t; to $100,000,00 or to PAT 1t off with caah, u 

which c&le the 1're&au:t7 would han to loan tho OomoA1t7 Ol'o41t Corporation 

$100,000,000. 1'hero 4ooe 110\ appear at thh Uao an:r need for aMl.Uonel 

tuz~Ae 111ttil ponibl7 next epl'il>c, dnco ih reoeiph are ab011t oufftciut to 

moot ito caoh expen41 tv". 

Thoro aro 110 r eotrioUou on tho CoaoA1t7 Crodit borrov1"4" other than 

the llaltatton on tho 6110Wlt vhic.h it can han ov.totan41"&. an4 that 11 eaplo 

to aoet all ot lto roq111r•ch tor tho next 7&ar at loaat, 

Mr. loll hao A1ocu10d the ~~attar of pql.JI« ott the aa\'111'1"& h.,.. v1 th 

tho nee l'rooidant of the Corporation, Mr. l'arri~~eton, 1>7 the 1'roaou:ry ""9Pl7-

1ne the caoh and he could eee 110 obJection to thio procedure, .b a aattor of 

tact, be thiDlao it vo11ld oiapl1t7 the operaUou ot t he Corporation, 

0. s. Hou.1y .&llthoritzt !l!he .&11thorit7 needo appro:dll&tol7 $15(),000,000 

of a4d1Uonal caoh which vo11ld be naed to l1qu14ete $108 ,000,000 which it 

alr&o47 ovoo tho 1'raao11r7 an4 to carry it on tor tho llU:t two or three aontha, 

It aloo hao $112,000,000 ot ito lfl¥/> llCteo aatur1DC Oil lloY•b•r 1 , Vo or1c1-

ll0ll7 C41lt.-platod an hsue ot $15(),000,000 ot ito llOho t or nov eaoh an4 i.D­

creaoi~~t; t.bh 6110Wlt b7 tho retnn41JI« ot the outot&ll41DC llOtoo aa\UriJI« Oil 

lioTe&ber 1. 

l'or all practtnal p'lll'pOI" thoro h 110 l1a1tat1oll on the borrov1DC ot t.hio 

org&ll1sat1oll other th&ll the 11a1taUon in 6110\lllt ot ~00,000,000. !l!hio latter 

lila)' abarraoo th ... ao it 1a not a reYolY1J1« tlllld, an4 iotuill& oocurit1" for 

ref'all411l& pu.rpoeee either t o the 1'1'0&8'111'7 or the public, uaoe up thto &llthcr1t7, 

4 bill baa hHil utrodw>e4 11> CeDer oil to r .. e~ t hh oi tuaUou, 
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JCr, hl1 U1lcM \o Mr. IV.. aha' \M •"er of PIIJ111C ott \M ..nrlJic 

UIV 1JI -~~ 1184 \M !r..-z7 ._lac 'IIIIa\- 8M1Uoaal. OUilla ...u& 'T 

tho orpAiaaUoa to Nl'l'J oa 1\a PJ'OC2'•· Ire,.,. tu• ~ llan DO o'bJ.OUOil 

to U 1184 would .. 104al av.oll a pl'OOe ...... 

lipt Tal,... I !llo 14ooaatnoUon Jillollaa CorporaUoa a-..t.U• 'llllicll 

aatl!.H on Jo,..U.r 1 are •alllJic at 100.J.S/32. 'llllicll 1a 11/32 1JI -• of 

uro 71al4. oo-o4H;r Oro41\o are ••Ulac at 100.19/32. or 16/32 1JI -• 

of ooro 71al4, 1184 ~~ '0', S, llo1aal.ac a\Mrl \7 o'blipUou aahrlllc ....._ ... 1 

aro oolliiiC at 1oo-f>/32, 'lllliall ...... ,, 6/32 1J1 -• of •oro 71el4. If 

wo lat111.4 to pq off ~ ... two 1attor lao,... ln oaall I 'boUno li olll7 falr 

t o tllo ll&l'ko\ 1184 ~. llo14oro ~\ •• _.,. tllla pollc;r aa soon aa pooal'blo 

oo that t lloro wlU 11.0\ 'bo ozq tra4111C 1JI t il• at a lli&bor ,.al,.. a~~.UolpaUJIC 

excb•Dpl lA\0 Othlr lecul'l \lea Of th-111 aceaallle 

•O..ol'-all ' r-er-\11 !llo oclloGlo oa tllo followiac pap 1o 'baled .., 

011. .. uaato of t llo ..... ...,. N<[llire4 'b;r ~· ..-c• for~~ 'bel- of 

thlo fhoel 7&&ro 1184 al•o .- t11o -•b n•tull7 uo4o4 to rotom4 all 

proooa\l;r OllhtnA!-c o'bllptioao. ~ 
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1.69 

~,waw ~ lt lr_u, ~ h* o.w 
rt ....... ~ ..... ·~l-

(Blll- ., .u .... ) 

I 1llll I 
I I 000 : DO : 11110 : 11111\eW : 1110 : feW 

Qvr•\ J)I.HO\ JAy- \7 
!r-VJ' (10/13/~) 101 -0- -0- -0- ,101 97 205 

Ia laaU of \llo hbllo - llu 
er O.llolole k- U/1/~ 
aa4 6/YJ/'142 

7/af. - U/1/~ • 
0 JOO JOO 

1/'rif> - U/1(q_ln 112 • 112 112 

1~ - 11/15/ 2011 .. 2011 2011 
7/Sf>- 1/1~ JlO JlO 
, - ..;/15/ 1 2~ ~ ~ 2-" -3/1/'14a-_., 103 103 103 

.u41Uoaal oo\t.W ft(111r .. 
•• ,. - .. , 10/13/ .. 1 -
6/y:J/'142 ~ -1!2 ~.._a _!!!!! 1,000 ):,220 

!o\al • OA 1o141 'baall 
llhioh 1101114 ...... u,. .... 
raloe4 b)' '~'--'" 
111- - 10 13/~ - 6/YJ/'42 11,20 3M Or 175 3~ 913 i,707 2,690 

11- a lu4a of ruuo, 11u 
er Oella)le oa or &f\or 7/1/'42 

1~ -"1/'42 
276 276 

2-1/ - 1'1/lta-" ST5 ST5 ST5 
7/Sf. - 10 1~'42( !) ,a:> ,a:> 

""' - 5/1/ 3 
219 219 ~ 1-1/af. - 7/11~J(!) 

32 .. 
1-3/lf> - 2/1 u .. u .. u .. 

,_
1'1- 'W'~~ '5 95 95 

1.- /11~ !) 
571 571 

3~- 5/1 52 m m m 
3~ - 5/15/~119 135 135 1:55 

1-1/~- *1~(!) ln2 ln2 -11 

1-1/~ - 6/1 .. 7 - _m_ _m .....m 
!oW ~ 1,015 •• ~1.- 5.137 J ,1,. I,J)5 
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Blti!IB11' B 

TO 

TREASURY DEPARTMENT 

I~ COMMUNICATION 

7be at~bed t.abla llin• pJN08Ct pald d1tta~ti.W 
bet- Mleet.ed TreuUZ7 aotea allll ~~ aotaa. 

SiDe& •turit7 dataa ot d1ract en4 cuaz'&Dt.aacl are aot 
CCIIj>&r&bla, I projact.ed tbe ..turttl.aa ot tbe ~ 
teed iaauaa aDil eaU..t.ed palda tna tboH pointa. 

1D ~arci to taxable iaa.._, tbM'a are ...,.. wbic b ben 
bean outatallll1nc a ;year eo I ~keel oaa tbet baa - .. 
out 6 -tlul aDil two otbera wbicb ben bean out about 
) 110nth8. 

Rouchl¥ ape~, tbe ;yialda 011 tax ... ,....,ta beY& baoo• 
111betant1al.~ l<orer both in &.......,t.aacl and c11raot iaauaa. 
ot tbe taxable ia...... tbe ebort .. t on•• have dacl1nacl 
in palda. Tbe apraadJ in tbe t;u-uapt &1'0110> ben -
inoN&aine in f&YOl" o! tbe diraot DOWI Wber&aa tbe 
apreacla in tbe teubl• &1'0110> allow .tud tallllaaeiea, W'ith 

1.70 

tbe relet• ,.,eb1p z • m,. abo lit ·-ben&acl tor U.a }oQ&er 
11auaa ...s tbe CfPI'M4 cSacrauiA& in tuor ot t.be ~ 
11•• in tbe abort&~' 1-. !be abort parillll that t­
teubla ia.,... ben -.. in tbe _.lalt plua tbe unfeYorebla 
recaption 111 .... tbe f1rat •• uble aotaa ta1111a toMb a 
cooopari- ot tb1a ..a ..... raU..r -rtain. 
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1.71. 

JMM wrrw yrlr M' 

"""'' n""' ' dOw 'nd""' 

P:T' J t ll •• 

!Odq'• Yield 
Aa\r Qatat4la 1l.!l!l .!!\! •'"'"' JMM lpl»/'1) 

U4.U. IIIIIU. ~'JI• 2/l/44 o." 0.64 
II&WI'1 ,, proJeoW t.o 3/15144 o.,. 0.66 

~.u. T/1 l$ 3/15/44 w.a WI 
DUt•- 0.33 O.zt 

289 .u. CCC 3/4$ SN43 0.46 o.n 
ll&hr1\J' proJeGW t.o 6/15/43 0.49 o,JS 

629 .u. T/11 ~v• 6/15/43 !!a!!2 ~ 

Ditte.- 0.40 0,)2 

TWBLIS! 
'od.ll'• Yield Yield 
Iield 7~41 ~~lg 

.)20 .u. RlC 7/8'/. res;: o.3s 0,.)2 0,62 
ll&tv.r1tt project«l t.o 0.49 o.so 0,79 

66 .u. T/1 3/4$ 'J/15143 .2aaa o.lD 2a23 
DUt- o.:n 0.40 0.47 

Tod.ll'• Iielll 
I i.e~ 7/l5/Q 

.)24 .u. U'C W/et. 4/ls/44 0,87 0,78 
ll&tv.r1\J' project«l t.o 9/15/44 0.9) o.86 

635 .u. T/1 3/4$ 9/15/44 ~ w 
D1tt•- 0.26 o.n 

4l2 ail. CCC ~11• 2/lS/n 0.99 0.94 
ll&t.llrit.t proJected to ~54S 1.09 1. 06 

S3l.U, T/1 3/4$ l2/l.S/4S .2.a7l 2.12 
DUtereDOe o.)6 0.)6 
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JI(IIIBI! 0 

TO leOHVq ........ 

,_ .... n. D. W. le1l 
»afti.Jic'a 
Tlur 
llorTll 

SUI>Jeo\1 Joell\la ·~ of lat._u .. • 

1.?'2 

I , PropHet paUlo 0 tloteil-0 , o\ller U... V. I . G01'ora&\, 
a 1o \o -. .. w \loa\ ULle ..t- u.. toUowiJicl 

(a) '-- 411'00t with~ '""'•· ( 11) toa tlMIIotac with liMb, _. 
( o) • · 7. c. to.aa. 

I , It 1\ le u ol4e4 \o bep \rack of propoee4 pllllllo 1 tlo\a\lou•, M 

41!11.14 alloYI, l o. \he aarlT ,,.,._ cao. noll fln"DOliiC lo 11alJIC "ont.-pla\e4, 

1t h felt that \he cr•\ 1la1Jt of U 000. h bp\ \r04k of~ ooo.\aoUIIC 

\he l ..UIIC 1 ... •••• """'IIC hoaallo Joall111T 1\ - 48Yilop \lla\ ooa\aot 

lh011l4 1110 -. ..u wi\ll lal"p _,lJIC !li'IUI ~- \Ill -tq • .a4 

v1 \h \he llllaiolpal Oollp\roUen' MIIOlaUoa. 

ll\ll raapaol \o tho laY~~._\~ . U lo tal\ \lla\ \lie lllt of­

to 111 ooowl4 ~4 h •• t a 111\ftea Wr\7 _. flf\7. !loa a,prMCh ~4 

11\h ... 111 ..U 41reo\1T \o \lla laY~~-\ llouM, or , a\ 1_.\ la tho pr.uu.. 

OZ7 • ..,... , tho •"• 111.,.\ .art•otlT 111 41•-•el wi\ll tho I.J • .t.. ~~~ 

, .... , I\ 11 1111llftt \lla\ .. aarlou rMh•loll pn111- ww14 111 .. ,. ...,_ 

ner, la \ho Ylr7 aarlT • ..,... of .... Ua\liiC wl\ll napao\ h tll\Va !lft'eotac, 

all laYM--\ lloua ~\ ..U feel \lla\ -...rae of \lie Ill•\ ralaUGUllip 

1\ 001114 .. , wl\ll pnpna\7 4l'ftlce .., lator.Uea. 
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!llo o•o C--al plaa la I''OIOIII--11Ae414 for Oll'-lailll ol.allar tatoma\loa 

t'fOII U.o 1&1'10 _,..., n-, 1t U to ,.._. _...,. k do oo, •••••, 

0111' proll.ata&l'7 ,._ to \hot U wUl •' 'be _o...,., !lao .... .-a1 

co••"''" Ull:owtoo ~ to \ho llulolpal Oo"'Ptl'olloro' .boootaUoa. 

~-to oh00114 aloo llo _.. wl\h tho l ... c. to »tlf7 tho froMv7 

wa U.q roootn ~toa\1- for Naeeo1111, 'lh011 appUooUoao roocll tho 

S,J,C, , ezq 0 fiDPoiDC0 to alreeq proU7 vell al..,, !lao aa1a pvpooo ot 

tilt S,J,O. oo .. toot, thoi'Oforo, will llo to proor1do a chock oo to tho ll4oqlaoq 

ot U.o pl'lor latoraotloa hnltohef '117 tho laoroo\Mat houoo, 

n. It U to 4oo1re4 to ll:oop troalt of _._t_o "-Pi\111 o:qrA!tvoo, 

tho aoclwlico of obtolalac ouch latoraotloa woal4 be - Ml'o ooJIPliootef 

u4 it ai.,.t bo aocoooU7 to 4o ouch a thor~ ~oll that at \ho .... tiM U 

troal4 'bo pooollllo to ll:oop tl'allk of all "-Pi tal c:q1 .,_, 111'011:&"""' lak 

Wb&tcoror c&Cl'al oatocol'loo Illtl>\ fillall7 bo 4eo14e4 vpoa. It 1\ h 4eo14e4 

to 4o Wo, U.o .. u ... ~4 pro'belll7 han to bo \cll:oll "P wi\h ouch ap110loo 

CUr Jooll:oro .booolaUoa. 

tho S,JI,O,, oa4 tho llooh.-·1 
~"'1 1 

01 O.P.II., II.J',O,, \ho J'e4eral llooCl'Yo 5J'ot011, 
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October 16 , 1941 
9: 00 4 .'11. 

174 

~~Jr : Good morning. Mr. Burrington spoke to me about 
compensation. 

·:oronn 
Th~mneon : Oh, yee. 

'i!!Jr : And I told him ~<e ' d pay him twon t y- two fifty a 
day and rive dolla r s and hi e rail r oad ra re. 

'~J(Jr: 

-. 
:r.~J r: 

T: 

!ll~Jr: 

Fine. 

"Hll you - beg1nn1:tg th~ dAy he came. 

Yes , elr. All right. 

Will you take car e or it, olee&o? 

I will. Yes , sir. 

Thank you. 
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'}ROUP MEETING 

Present: 

1!r. Thocpson: 

I 

I 
I 

){r. Foley 

October 16, 1941 
9:30 a.m. 

l.!r. SUllivan 
J.!rs . Klotz 
J.!r . Johnson 
J.!r. Puffing ton 
){r . ).!orris 
llr . Kuhn 
Mr. Haas 
llr. Thompson 
J.!r . Graves 
l.!r . Odegard 
Mr. Bell 
Admiral Waesche 
J.!r. Gaston 
llr. Barnard 

175 

There was one matter I ~anted to clear with 
you in connection r.ith puttin& the Minute 
Van on the stationery. The Post Office 
Department has the contracts for all of 
the envelopes for the whole Federal Govern­
ment. They estimate there may be close to 
two billion this year. The contractors 
tell them it ~ould cost ten cents a thousand 
to put that on the envelopes, which would 
mean about two hundred t housand dollars for 
the two billion. 

I was wonderin& in vi ew of that, i f it 
wouldn't be better just t o continue the 
Post Office "Buy a Rond" cancellation . 

• Regraded Unclassified



• 

H.!l.Jrs 

ThOIIIpiOnl 

H.\I.Jrs 

Bell: 

ThOIIIpiOnl 

Bells 

- 2 -

That I.e on the Treaaur,r' 

No, the whole thlng. 

I thlnk that ie all rl.ght. 

You .ean the Poet Ottioe cancellation 
at amp' 

Tea. 

1.76 

On the letterheads there ie no charge. 
The Gonrnunt Printing Ottice 11111 take 
care ot that. 

Solll! tiae ago JOU uked u to have the 
telephone operatora checked. I did ha•e 
that done, and tba7 all cbeok out, includ­
ing the Internal Revenue, Procurement and 
Engraving and Printing awitohboarda. 

That ia all I han. 

The7 had.n•t gotten the report readr reater­
daJ. Ther worked all night betore and 
aaid the7 probabl7 wculd be there all all 
reaterda7 and lut night, getting it ready, 
but the)' proaiaed ua a cop7 aa aoon aa it 
h available. 

I h.ave Lauch Curriell u110randU111 to the 
Preal.dent, which he sara, "kead and 
return. • lla7be rou wculd like to see 
lt. 

We have been giving Jeaae Jonea authorit7 
to draw on ua' up to a billion and a halt at 
a tt.e, with interest at the rate ot one 
per oent. Now he hae exhausted that author­
!. t7 and he wanta another one . I han the 
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H.V.Jrr 

Bellt 

H.V.Jrr 

Bellr 

Buffingtont 

Grneu 

H.V.Jrr 

llrnear 

H.M.Jrr 

Granu 

t.77 

- 8 -

letter, but th11 tL.e I put ia, ••;:~::t 
to tbe right of the Trea•ur.r to ta ta 
at aliT tiM the agre~UJ~t to pvchua 
their note. • I thought rou alght wut to 
oJwac• the rate. 

(Kr•. JO.oh entered the ooDltrenct). 

A• of whea ia that' 

That ia a billion ana a half !rca hue 
on. The7 hen exhausted their authori t)' 
to borrow froa ua. 

I forgot restercla7 to brillg to rour a ttan­
tion the nTeataent of theae apecial funcl1 
while we were aaldng allotaenta. Could 
we clo that aoaetiae tocl&)'t 

We will ao it right after thi• aeeting. 

All right. That ia all I han. 

I haTe nothillg, air. 

The .. aoranclua that JOU aakecl for about 
1f&lhington ancl Oregon. 

Oh. h thh a thing that I can aencl outf 

Oh, ·1'·· 
Wbulcl rou (Kra.Jtlotc) write a little note 
to John Boettiger ancl eencl thie oTtr to 
the 'llbl te !klult thla aoming? 

The Pr11iclent sent JOU abo a letter, ancl 
here i1 the repl)' to it. This i1 the 
follow-up letter to the Secret&!')' of Labor 
on tbat kickback statute. 
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H.M.Jr: 

Graves : 

B.loi.Jr: 

H.).I.Jr: 

ttraves : 

H.M.Jr: 

Graves : 

l!.M.Jr: 

178 
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Here are letters of transmittal to the 
President and Vice-President for those 
commercial posters, 

Oh, yes , 

I didn't get it straight and the record 
doesn ' t sliow what distribution you wanted 
made of the other three. We made six of 
those . 

Well, let~s just hold on to the others . 

Fine. 

(Kr. Foley entered the conte,•ence), 

Is t here a letter here tor the President 
too'? 

Yes , sir. The boys suggest that you might 
like to sign a letter to Earl Godwin. He 
is ~oing a swell job on broadcasting. 

You asked that we have llr. Warwick and 
Kr. Legler in to see you. They did those 
commercial posters that we are talking about, 
and they have had this tabloid for post 
office distribution in the works . WOuld 
Friday be agreeable to you'? They will be 
in town Friday. 

Will they be in town anyway? 

Yes, 

What I want to do, if you (Barnard) are 
ready, I would like to start in at nine 
fifteen tomorrow morning with you and run 
through an hour if necessary on your plan. 
Do you think you will be ready to present 
it'? 
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Barnardr 

Belli 

H.Y.Jrr 

Barnardr 

Bell: 

Barnard: 

H.M.Jrr 

Barnardr 

H.\!.Jrr 

Bell: 

H.li.Jn 

Odegard, 
H.M.Jrt 

Foleft 

R.l!.Jrt 

SUllhant 

R.K.Jrs 

1.79 

- 5 -

Te•• 
I1 the eleYen o'clock conterence on todl1f 

h thet on tod&f1 

Til· 1Je cUI put thet ott 1111tll to.or1'011, 
juet aa well, I lhould think. 

If JOU at'l talldng about the MIIOrUldua. 
I think the two tie together, don't 7ouf 

T••• 

Well, ue JOU read7 todl1f I aa read7 thia 
.oi'Ding. • 

I won't have seen UIIJ of these aen around 
here b7 thet tiae. 

Let ' s see how far we get. If the people coae 
in who are intereated in Social Securlt7 at 
eleYen. Ia Rarr,r lbite aiok! 

!11, he h aiok thi• .oi'Dinc. 

Well, aJI1ft1J aup~ CO at elnen and 
we will aee now far t. I would like 
Buffington in on tha woula like h1.a to 
listen. And Peter, al gh it Ia a little 
out of fOUl' line. I think JOU mght ai t ill. 

Blenn o1cloolct 
Til. · There at'l ao. other angles I would like 
JOU to listen to. luhn al10. I want JOU to 
hear it. Are JOU going to be hel'l, Fole7, at 
elevenf 
I hedn't planned to be, but I will be, 

I want JOU to be. And JOU (Sulli YUI) be here 
too. 
T••• eir • 

.ana :rw (Morrh), and lell. &at abo1at that 
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Gravt~: 

H. J4. Jr: 

Graves: 

H.ll.Jr: 

Fole7 : 

H.ll.Jr: 

Fole7: 

H.M.Jr: 

Graves: 

H.M. Jr: 

- 8 -
180 

telephoae eall troa Seutor HaeM•' 
I have the tranacript hare . We had a protest 
aleo .trca the other Seutor II'Cil Del.aare, 
It didn't come to 7ou, so tar as I know, but 
he protested on the same grounds. 

Buok1 the man that ther object to, ia a 
Repuolican. He was tor eight rears Gonnor 
ot Delaware. We had no knowledge and still 
han 11one except as tht~e Seutora han .ade 
the stat-t that Buck intends to run for 
Seutor, aa the7 •11· We are pretcy far 
cOIIIDti tted w1 th Buck, but I suppose we could 
get out of it should JOU think it ia advisable. 
&ck 1a president of a bank in Wilmington and 
a Tei'J high grade fellow and would han done 
our purpose a great deal of good there. He 
is coD.Dected b7 marriage with the DuPont 
tami1J. 

Well, I think this: You don't have to get 
these people confirmed, but I think where a 
man lll:e Hu~ cakes auoh a strenuous protest, 
I think it is a mistake . 

A mistake to go through with it, JOU mean? 

Yes, I do. 

He 1a a good friend of the .ldmi.niatration, 
Hughu. 

Who? 

Hugh••· 

I think it is a mistake. 

I will aee then if we can't withdraw. Of 
course, it is foing to be - that will simplJ 
increase our d fficulties in getting someone. 

Well, I think it 1a a mistake. You saw what 

'• . · . . . 
... ·. . • \ 

. ·. . . . ~ 

~ a' . ~ 
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Graves: 

H.ll. Jr: 

Graves: 

H.U.Jr: 

Grana: 

H.IL.Jr: 

Graves : 

H.ll. Jr: 

Graves : 

H. J.!, Jr: 

Graves: 

he eeid. 

Yea, I did. 

- 7 -

He wasn't unreaaoneble. 

181 

Well, it deienda on your point of view. He, 
of course, a taking the position, as I see 
it, that these positions that we are talking 
about, although they are honorary and carrf 
no co~~peneetion, do c&rrf a certain amount 
of prestige, and therefore ought to go to--

He didn't recommend anybocl1. 

Noi I know that, but he objected to a politi­
ca orponent being rut in this place, becau.se 
he ea. d, •It will g ve hila a cilrtaJ.n..uolDlt o.f 
prestige . " As you know Vel'f well, we have 
as chairman in other at a tea many - in several 
oases we have Republicans that have came 
into this because they are believers 1n the 
President's internetionel policy and believers 
1n the defense progrllll and thoroughly sound 
in all the matters that count 1n this program 
of ours and this is the first case where any 
objection has been made to appoint.ents on 
that basis. 

'fell, I wouldn't go through with it . 

All right. 

I will call up afterward and say that we are 
not going to go through with it. 

Well, I would like, if you don't mind, to 
have a chance to check with Buok. 

Could you let me know tomorrow? 

I think so. ~ contacts were u.de there 

• , 

/ 
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H.ll.Jr: 

Grana: 

H.ll. Jr: 

Grana: 

R.ll. Jr: 

Grana: 

R.li.Jr: 

Grana: 

R.ll.Jr: 

Gr&Ttal 

H.ll.Jr: 

Grave a: 
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t1rat by lfr. Spark a, who h now doll: in a 
hoapltal and Mr. -- followed up b7 Gall 
Johnaon, who 11 in Florida. I think Gall 
JohDaon OUidlt to oontaot h1a again. I han 
had no oontaot with Buok JiV'aelt, eo I will 
t1'7 and get in touoh with 1ohD•on in Florida 
and haTe hla contact Buok b7 phone and then 
report to 70u, it that 1• agreeable. 

llll 7ou, b7 toaorrow? 

Tu, 1ir. 

Thank 70U· 

Vr. stodgill of the Philadelphia Bulletin h 
oomlng down to eee ua toaorrow. I aee no 
reaaoD for fOU to lee h1a unleaa fOU would 
like to. He ia the oiroulation manager of 
the Bulletin, that fOU asked that we t1'7 
to--

I would like to shake banda with him. Will 
fOU reaind me in the moPDing? 

Tu, I will. 

And 7ou didn't gin ae an hour tor 1Jarwick 
and Legler tor to.orrow. 

lhat tiae will the7 be here? 

~ will be here, I think, all dq. 

It ia just a queation of shaking banda, ian't 
it? 

I think ao. 

Ten twent,-tiTe. 

And ~d fOD llli&Dd to han stodgill at that tiae 
abo? 
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H.W. Jr: 

Graves: 

H.li.Jr: 

Odegard: 

B.W.Jr: 

Baas: 

H.W.Jr: 

Haas: 

H.ll.Jr: 

Bell: 

H.ll. Jr: 

Bell: 

H.IL.Jr: 

Bell: 

H.IL.Jr : 

Baas : 

H.ll.Jr: 

'faeache: 
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Yea, wbf not juat bring thea all ln. 

Yea, air. That is all I have. 

Peter? 

Nothing this aorning. 

183 

George? You c011e to that social security 
aeeting, don't you? 

I han been to sou ot thea. (Banding report 
to Secretary. ) 

Does Buttington get a oopy ot this? 

I will ~n h1a one . 

I aD waiting on an answer to that cable tr011 
.lmbeasador Winant. 

Yes, I have been delaying that because I have 
been tied up. I intended to do it this morn­
ing, but now Harry ia not here . 

Isn't there &DT wa, you can do i t ? 

I guess so. We will try it. 

It reallJ' ought to be answered. 

It has really been -r tault, because I have 
been on these other things . 

Well, that is unfinished business. 

George? 

That is all. 

Acbdral? 

I han not!Wig thia aorning. 
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It reoeiTed lnto~tion that a package con­
tainiDg two hun4red fortr thouaand dollars 
worth of diuaonda •• •a.ing in a dipl-tic 
pouch to the Bl'itlah l!labauy tor delinry to 
a former di .. ond dealer of Antwerp through the 
Netherlands Legation. 

I know about that. 

You know about it? 

Go ahead. 

The package was dellnrsd to us late 1uterdq 
afternoon. We are now holding it, and we 
han not heard froa the Netherlands Legation. 

It was to be aeliTered to whoa? 

!he Bl'itiah were to turn it onr to the liether­
landa Legation. 

And they turned it oYer to you? 

Yeat air, and said th•T did notit,r the Nether­
lanela Legation. 

They did. What are TOU going to do, just sit 
there? 
Hold it until we hear what the Netherlands 
Legation has to sa;r about it. 

They are indUJtrial dlaaonda, aren't they? 

I had aaau.d not. 
I was told ther were. 

That 1a a nry high nlue for industrial dia­
monds. 
Supposing the Netherlands Legation sqa they 
want thea? 
For delivery to the owner? 

Iu. 
Thq can N the autr and ooap}J' with the frees­
ing control requir ... nta. 
lhere did thq OOJII froa? 

'!'hey - troa the Netherland• Legation at Liaboll 

. "':;:. "' 
~ -. 

» -~~-· 

,... . 
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I beUne, bat tllat 11 ut tu~t• nn. 01r 
Woratloa ahowa that thq OUI aat ot Olllpila ........ 

Well, I th1Jik PoNlp P'IIDcle oqht to 111:n a 
look at th•• 

Pthla 1a all'aaq 1n touoh w1 th the • tter. 

'fe would freasa ~ aa 10011 al he rela&aee 
th•. 

I notified Pahle about it ;reatera., aftel'DOOD. 

!hq han to han a Uoenae 1n order to be 
negotiated. 

And I told 0111' Dtpat;r Collector to let tha 
letherlande Laptl<ll people mow that fl'l .. i.D.a 
o011tl'ol would appq. 

rel'dla? 

You agreed last week at the group .. eting to gin 
a fin ainute ndio talk todi.Y to the latl<ll&l 
J.aaooiatlon of !Dauranoe .lganta. The;r ue .. etlng 
1n Ianna City. 'l'he tlae that would be b11t 
for thea woula be 4:30 our tlae. I wonder 1t 
that 11 all right with ;rou. 

Can I aee the apeeoh? 

Bator• l1JDoh? 

Yea. (Laughter) 

I ban got a dnft I • not nthfied with. I 

I would llka to 111 it. 

Will twelTe o'olook be all right? 

Yea. 

J.B.C. hae offered ue Dto•ber 231'd aa4 Dto.U.r 80th 
for the 'l'oeoannlni oonoerh. !hq are Jut 
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clearing it 111 th the people the{ han alr eadJ 
had in for thoae datee, aa a aa ter of polit.neaa. 
They will let me . know thh morning. 

Tueaday night? 

Yea. They will take the place of our Tre&llll7 
Hour, which is nahed out for thoae weeks, and 
the Tre&IIU'1 Hour can be continued two ween 
longer under the terma of their contract, 

Yih111 we do this, they won't aay, "Sponsored by 
Bendix"? 

Not at all. 

It takes the place of that? 

That is right. The Bendix thing ia simply put 
off for two weeka more, 

(Mr. Gaaton entered the conference). 

Hello, Herbert. 

Good morning. 

Just in? 

Yea. 

You apoke to Wr. Rainey, who ia handling the 
Toaoannini thinf in New York and alao the 
Saturday night hing and aaid that you would be 
glad to aee him on Friday, tomorrow. I wonder 
if I oould give him a time. 

Ha said Thursday. 

He said Thursday? 

Yea. Has he came in? 

' 
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Jlt 11 ooaing ill tGMI'J'Oif o 

Well, hi OU OCIII in at 10120, 

Jlr. PaJ.auo of the BccU.x C~n7 11 111 t01m 
toa&J'. I spoke to 7011 about Iilia ,-.eterclq 
IIOrrllngo 

lliTtn•fiftJ-tiTI, • 

187 

I haTI a Tffl7 nioe tellgra trca Jercae lii'D 
whloh I think JOU ought to lie. 

!h11 11 uothv CJDe'l 

Thla 11 u anner to the Cllll I 11nt tor 7ou. 

llin Chaunoe7 showed thh to me, 

Oh, That 11 all I han, 

I ban a report an the etatua ot thia bill that 
Kr. B11tor waa talking about, The general 
oouuel and Geol'le H&al are both working Clll 1 t. 
It h a lCJDg, oe~~plloa ted bill. 

.labuaador Winant haa expnued the oonoei'D 
thq feel 111 Ill~ onr theae t1gv11 
publlahld b7 the United stat11 Chaaber ot 
c-ro• 'llhlch purport to ahOif that tax .. &1'1 
relathllT higher here in the united stat11 
th& tu7 &1'1 111 Britain, and uka that eome 
repr11entatin of the Goni'DIIltnt npuclia te those 
fip11. I • haTing th• worked on b7 Jfr. 
Blough 1 a ahop and I illl gin th-. to JOU aa 
IOOD &I I get th .. , 

Jfr. Dollldlton oallecl thl• aoi'Ding and aaid Kr. 
Vinton liad aaked h1.a to 11Dd the nn prot! t 
11alting bill to ua tor a report, and I explained 
to Jlr. Doughten that the report ot the lnn•tigatiq 
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o-s.tteo a lcba't be aft!lablo aatll Doo.U.r let 
u4 •• aiDt ant to bow wbat faota ud f1F•• 
had boa Wmocl up b7 that in1'11tU&t1011 before 
n ~11ad on it. He laid, 'Well ihat 11 all 
l'illlt. I d011't aat to 111ld it !own to rou. I 
• not in &Df lmr1'7 about tblt thing, but I 2utt 
anted to ll&ke 1111'0 that fOU werm't in a hlu'P7 
about it.• 

I don't quite follow fOUo 

~" Tlnaca, the author o! the bill, asked 11P. 
ton to aend tbla nn profit llaltlng bill 

to 111 f• a report and !or ID anncnmo•ent ot 
OUP poaltlon 011 it. low ther are ll&klng u 
in1'11tlgation, the innahgatlng o-tttee, ud 
thq are going -to file a report Deo•ber lit, 
IDd we will not be able to rt 1 t before 101'•-
bel' 15th at the earliest. thiDlc we lhould !1m 
out what that oammittee haa turned up before we 
atart axpreaalng oplni0111 about thia nn leg1a­
lat1011. 

Well, br fOUl' aoti011 will thq not aad it dGa? 

~t bright. 

~ tb1U: that 11 a ahtab, I th1.Dlc rou ought to 
'1.et 1t oc.e 011 aa.n. 
You aean ud thm just hold it until •• get the 
report? 

Yet. 

lll right. 

I han nothing. 

Herbert? 

I han nothing apeoial. 
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I han got a lot of thlDc• that I aent in to 
;you. I moTe got to aee ;you tod&J attll' I get 
&l'OUDd to 1 t • 

Do JOU han a time? 

No. 11111 ;you apeak to Fihgerald? I am all 
tied up. 

Yea. It •• a diaapE!!ntunt that ;you didn • t 
cwu. I got a Tel'J d reception. 

So Boettiger &aid. 

You aaw John? 

Yea, he •• here ;yeaterd&T. He add ;rou got a 
good reception. When ;rou get ~ck on ;roUl' f11t, 
read that and we will diacuaa it. You had 
better keep it in ;your pocket. 

Yea. 

It halt the things he aa;ya he haa done ue tNe, 
then I think it ia quite aaaaing. It h allaoat 
unbellnable. 

He M.e dODe eCIIIle useful thinga. 

llllt I do ant to 111 ;rou tod&J. 

Yea. 

Jdd thanks tor going. 

•n, thank ;you. I had a pleasant interlude and 
reat. 

Here ia a letter to the President of the American 
a.,nkera Aaaooiation in connection with this 
publlcit;y we worked out with Stonier. Here b 
the letter to the preaidenta of all banka. 
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Do fOU 'allt thia? 

Y11, I 110uld l1ke to pt 1t all 'baok 1t I oould. 

1'hh I han read, haT• 1 t If 

You haTe r•d that. Then are aiJI.or ohangea, 
nothing nbltantial. 1'hb 11 the propo .. d 
telegl'*a to the aeoretar1ea of the State BKnkera 
!aaoo1at1ona. 

Baa en~ ae• thie? 

Yea, Ferdie and the r11t. .lll of thia baa been 
ole&l'ed. 

ill right. 

• 
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YN!a. 

I'4 11te - I'• ••rJ eer1ouelr oone14er1QI 
tile 14 .. tbat tile !Naevr, be Ule oDlr ... ner 
to 10 to the IIU'Ir.tt tor uner. 

YN!a. 

An4 tbat we, tor lnetanoe, &4Yanoe to rov wbat­
eYer .oner rou want at a reaeonable rate, JOU ... , 
IN!a. 

'ftle 'l'l'Mevr, oan borrow about on an •"•NC• ot -
oh, a quarter ot a point plue tor leee \ban a 
prantee4 obUpUon, an4 10 we .. .,. a Uttle 
.oner on 1t. 

Yeah. 

'ftle uln i4ea u, I juet got through tbil big 
tinanolng laet veek. Nov, vltbln tvo veeke atter 
lt 1 1 Ye got to go to tbe .. rket again. 

Ieab. 

An4 I think it tbe OoYerNient vent to tbe market 
eYerJ otber •ontb durin& the next couple ot reare, 
1t would be •ore \ban plentJ. 

Ieab. 

An4 1n or4er to aoooeplleb tbat, we'd vent to 
paJ ott 1n oaah tbe Yarioue obligation• and 
a4Yanoe the RI'C an4 eo-odl tJ Credl t vba teYer 
theJ Dee4ed. 

Ieab. 

llov, vould rou tblnk tba t onl't 

I'll be glad to. 

lov 4o rou teel about it - Juet a horeebaok 
op1n1ont 
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I aDD't eee &DJ- I aertelnlJ daD 1 t e•• &DJ 
rNeOD *1 the !J'NeUl'J ebo1114n 1 t 4a all of 
the 'bal'l'Ow1111• !he 11J'C aan ODlJ llarraw for 
up ta fl.. JN.l'8, eo tb.U 1t JOU IOld ID IIJ'C 
not• u ooul4n 1 t bl lancer tllan tln JNI'I; 
and the po1n t 1lla t would Pl'lllnt 1 t111f to the 
RIO would b1 that flYI-JIII' aon17 tb.e7 could 
lit ob.Npel' than twlntJ-7111' aoneJ., •• , 

Yeah, thlt'• r1sht. 

..... 10 that that'• the OnlJ point ln - oD17 

..., that 1t would affect the RJ'O. 

lf1U, 1'1sht now, for lnetenoe, lt 7011 w.ntl4 
ta bol'l'Ow tlYe hllft41'ed ailllon dollll'l fl'oa 
ae, ••• , 

I'd lend lt to 7011 on eort ot open aooollllt •••.• 

Yll. 

••... at one per cent, 7011 eeet 

Yeah. 

And ae long •• olll' •••rag• rate• ata7ed where 
tbeJ ar1, about two a nd a hilt pel' cent or 
1111 • .... 

Yeah • 

...•• I could attol'4 to lend 1t to J OU at one. 

Y1ab.. 

8o that would be ta1r, woul4n' t 1 tt 

!b.at'd ))e perteotlJ talr. I tllinlt thie - I 
tllinlt what - I tllinlt the bo71 here, and I 
OlrtalnlJ would re001111end 1 t - WOuld all be 
pel'featlJ eatlet1ed 1t JOU would ohaJ'&e ttl•• 
the - Olll'l'entlJ the flYe-Je&r rate, 

Well, I ..... 
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Or eo•etb1ng of ~t natllJ'e. 

Well, what I - I'd go better ~n tbat. I'd 
be willing to I&J- I mean, I don't want to 
ooui t 11711lf •...• 

Yeah. 

• • ••. but eometblng you tb1nk about • •••• 

Yeah. 

••••• that ae long ae tbe public debt aYeragee 
two and a half, we'd be willing to obarge rou 
one. 

'l'bat ' d be all rigbt. 

And keep tbat ratio. 

I would recommend that to tbe bore. 

You eee wbat I meant 

Yeah. 

Now, it we bad to go up to two and three quartere ••.• • 

Then rou got to bunch it up a little. 

••••. then I'd baYe to hunob 1t up a little. 

I'll be glad to reoo .. end that to the boJI. 

You 11et 

Yeah. 

Now wbat I tbougbt - the only step I thought 
I'd take tb11 morning il - I 4id think I would 
announce •.•• . 

Yeah • 

••••• that on the u. 8. Houe1ng- a hundred and 
tweln .tllion - that I would p&J that ott. 
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Yeah. 

And I would lUe to ea1, 1t U'• qreeable to 
JOU - I baYe preee at ten-th1rtJ - that we are 
oone1der1na the othere. 

That'd be perteotlJ all r1pt. 

It '• under oone1derat1on and d1eouee1on with 
JOU. 

That '• perteotl)' all r1pt. 

Ie that all r1ptt 

F1ne. 

'fhanlt JOU. 

Ok&J. 
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RE FORCED S!VIIGS 

Preaenta 

H,)(,Jrt 

Barnardt 

B.V.Jrt 

Bt.rnarda 

JD', Coe 
Ill', Blll'D&I'd 
)(p, Bau 
lfr, Bell 

• 

Jlr, Butfl~~gton 
Jlr, Pol17 
)(p, oaeg&ra 
)(p. Slllll 't'Ul 
Jlr, l'Uhn 
~~~'•· nota 
Jlr, Shere 

• 

lfr, Barnard, in order to • wll, I will do 
1t llllother wa7. I would rather use the tlae 
that I haYe now to let fOU • there ia nobod7 
hart frca Bur7 'lhite'• office, Go ahead 
ad thoot, fOUr plllll, tlla one that fOU gan 
••· x..~ .. juat ltt the other Ul.JI& 
X..t Ida Nil tlarough 1 t lllld Ida. 
it JOU don't abad beillg <~u•••.::·•-

Jot a 'bl. t, 

It h aore iaportllllt thllll the othar .... 

Thie 11 a thot in the dark, elnoo I haYe 
got no dope 'llhatnerr I han ao utillat .. , 
U4 I han no lata about the poll tioal prao­
t1oablllt7• I haTe got eo.e idea about 
tho bual.MII pe,oholoQ ill the thl.Dg, but 
we atart out with tht propoaltion tbat JOU 
han pt to \ake 1 t aWil7 frca people aaa 
fOU U'fO got to cot 1t lato '!roa111J'1o 
You han pt to ourb lllfi at1ona1'7 taadaaol ... 
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You han got to take ney large 111111 wi tb. 
eo .. lUgar coetiag. That h, it hn't 
taxation ae aucb. that will reap off tb.e 
11011e7 wb.ere fOU cUI get it, which h froa 
tho .. that are being paid and troa tb.o11 11ho" 
inco .. ia increaeiDg. fba .oat t.portant 
distinction that I a uking in the 11t-up 
ia between incoae ana •pendable incoae, which 
10 far ae I mow, h a new -.pha1h, corporate 
inc- 1111d diatributable incou. 

(Kr, Iuhn entered the conference). 

The first propo1ition i• to require a con­
tribution for a thing which h called 
8 faailr reaerTe" for obTicue rea•ona. I 
think lt u7 be obTioua, but I don't want 
to •AT •compulaoey eaTing" and that sort 
of thing, and that is what it worka out to 
be, a reaei'Te for the welfare of familiea 
under adTerae condition. which we anticipate 
will aurel7 dnelop after the eaergenc7 if 
over, b7 getting t .hea to proTide for thea­
•elTea in adTance, and in the .. &Dtiae, to 
proTide the Treaauey with a great deal of 
.one7 which would be difficult to get froa 
thea otb.emn. 

AaiiUIII.ng that people wi tb. a thouaand dollar 
inoo .. or le11 can't de1irabl7 or practicabl7 
be aaked to contribute anrthing into thh 
progr .. , at leaet now, the ratee of deduction 
would appl7 on a.ounta of aalariea 8Dd wagea 
paid abon a tbDua~d, and applied unifortir 
to the fellow getting tweln hundred dollar• 
or the fellow getting two hundred thouaand 
dollare, .aking no discrimination, just likt 
the draft law•. 

Jney oithen within certain l1ai te had tb.e 
, ... general obligation. That h a departure 
fi'OII tb.e incoae tax treataent • 

• • ' 
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Second, to get fl'Oa the people llbo laa't't a 
ino~eaae in apendable inooae, inca.. traa 
all aou~oea, not aalui11 and ncea1 ln.ereat, 
capital galna, eftl')' other ldnll of lnOOMo 
If tu7 han an inouaae in apeadable iaoOM 
1n one 7111' after the other then n ftllt 
twentr-1'1 n per cent - 1t their inc- lnel 
h two thouand o~ leu, n ftllt fift7 
per cent. It it la aboTe that - Juat to ..te 
it a little ... eter, I haTe auggaated wl~t 
haTing thought it through too •oil that till 
al ternatln to then two t,p11 of oontributlou 
which go into a aingle reaePTe tor eaala 
indl'ridual affected - aa an altenaatln, it 
the7 abow reoeipta of haTlnc bought twice 
11 aoh aa thh Uabllit, IIIOUilh to of 
11riea :r or ~~_but not 1, then the7 ue 
relitTtd of thll oont~ibutioa. 

In orde~ to work that, JOU would han to han 
aoae ldnd of a oe~tifloate or other to ahow 
the tu oolleotor and the aplo7t1', beoauee 
on the p&JI'Oll p~opoaitlon I aa auggeatlng 
that it be deducted at the aou~e, at the 
tiM that it h due and pqable to the .-plOJIIo 

You would han to han a prowhion. that" the7 
oouldn • t ouh thon boa4a tor the period, 
the a&M aa JOU haTe here. 

You don't need that, beoauae it the7 oaah 
thea QU1ok17 thll7 do it at a nq conaiderable 
penaHr, :r end G, JOU ne. It thq oaah 
thea within a Jl&l' tht7 are abaolutelr pqlng 
JOU I tax for the prl nl•c•· How ach h 
l t, one per cent! 

!hat h all on the F. 

F and G. !hose are diacount bonda JOU can't 
ouh for ~ .,. .. or two, except at below piP, 
h that rlgMt 
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Wtll, 1t h tile •- equlnlat. 

!Ur cloa•t lo .. ..,thlq, hownr, b7 that 
oaabla,. fbe7 c•t their .... , oat. 

I a .. , bat ther cet leu tha thq p11t 
la, acl lt thq clo l t three OJ' fbv JI&PI 
attel'ftl'cl ther get lt 111 th a "~~"7t ,...,., 
liW rete of laterut. !hat 1a the ..., that 
IOale ..... t lip. 

llowner, J01I ooala ao eo•Wag clUferat, 
.U:e a cl1tt~rat penalt{. The onl7 pvpo11 
ill thatlitla!i:-obllna loa both. ia oorpora­
tlou aa belDC with the polio ua Gonra­
••tal th111g1 u I 'fl ... 1 t troa the o11hlcle, 
wherenr JOU han to ao u7thb& 110re or leu 
oollpU].ao'l'J, 1t lt ha't a tu Cloh people 

are aclj111ha to, 1t JOU l!n people u 
option, theJ alwar• feel like the7 are 
gettLDg a run tor their aon•J• The7 are 
aol,ll !he aeolcl1~~g, ua JOU are not doing 1t 
tor hoa. It JOU han tour opUou, theJ 
would feel like theJ were tree ~ent1. 
'l'lae7 are no liON fr81 tha theJ .... when 
ther •tart.a, but ther t11l thet ..,1 aa 
lt 1• a cle•lrable thine to giYe peop e u 
optloa where JOU ou, 10 the7 exerohe 
that jllclpent. That appllee to iacl1'flclua1•· 

The """' ha'fl~~g been oreatecl, it can be 
wlthdrnn before the ena of the -rgenor 
lathe e'ftnt of a clleaetroue situation, that 
h what it •ount• to, tor the incll'ficlual. 
That aaau terrific hospital billa or sick­
••••• or something of that kind. 

It •7 be a little cllftioult to aa.lniater 
thet. The '!tf pvpoee 1a to uke thia 
look "''17 re etlo to the fellow who le 
pa7lng it. We don't want hill to feel 1t 

• \ 

-
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h throa into the Treuurr forner, azul 
it h Just a nC.S.nal thlq he hu t1 Ue 
to, ma &lao in tha u .. of Ullqplo,.ant, 
but OD17 after mr UD.-plo,.ent btDefite ha~• 
been n:hauahcl. 

The objeGt of thh th111g 11 to keep the11 
reeenea Wlt11 after th11 partr 11 onr, 
10 tu •• we em, but, on the other bmcl, 
to &iTt people a feeling that if ther are 
reill;r up agal.ut it, thlr han got ecae 
relief CDaillg. 

Jlter the ... rgenGf la deolarecl oTer, the 
PriBiclmt ube a proolaaatlon that the 
pel'iocl 11 mclecl• begiDDillg one reu after 
that elate, rou ~•gin to PIT baok the reaenea 
for eaoh r ear, rear b7 rear, ln the orcler 
in llhioh the7 are aoo..Uatecl. The purpoae 
of that ie to keep the intletion&rJ effect 
of tbl repa,..nta epreacl out through a 
little period of ti ... 

Lut tt. w kept on booal.ng for twmtr 
IIODthl after the war na eDdecl. If we 
paid baok all at onoe, n woulcl be 
p¢ng baok too taat. • would be gi.Tlng 
mother lhot in the ar. at a tt. wlia 
we ahouldD't han it, aDd •• would be 
l ollJII our reaouroea for doing it ln a 
little later period. 

We owcht &lao to han in llind that it would 
proba~l7 be desirable to epace the liabilitiea 
froa the atmdpoint of the Trtaaurr, beoauat 
rou haTe to borrow aoner when these billa 
ooae due in order to PIT th111. 

Perhaps that i1 enough to aart aa far at -r 
notion gou, u to the lndiTldual or fallil{ 
re•en••• You notlot tht7 appl7 not onl7 o 

• \ 
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tM people ao un nee• a4 aa1U'lea1 lid 
to t"PJ.• w Wlh ethn ilaOOMa, aa s.a 
, .. ou11 that w'lll.a probf!!l be nbat .. ual, 
ua4 I llan a llalla that a UAT of tlaoae 
•••• wnll tJwlk Goa tilt. 1w1 ... taka 
_, froa thea 'llbla theJ an •t )aappeua 
to ,_. other peopb1 . ~· theJ willa Iaan 1.11. 
m1 ..a •a, u ... _, w tam 1t • ..,. 
tJoa tbla. 

'1211 buw•• ruen11 w oall 'buia111 
d1Mllaat1••. ftq are a 10h- for 
Noaptviq lato the THU'IU'J noeulnlJ 
1aJoP aet proftta aftu tile tu ... 

(llr. Cot atn.a the ocmfeHilOe) • 

... , ... •t *" OODOil'lll, I 1\lppOII 
tilt proporillll woal.U't be Tll'J 1&1'1•, 
bat I Uft ao lope oa thlt, but 10. of 
thla .. rt•!:!lr 11 tiler br aulp or bJ 
reuOil of a1111 probabl7 IW.f to three 
~'" ot •• hlp proft h ucl• 4'1ll'illc thh 
pel'lo4 1101114 'IIi fiJII!Iil~', wl.atalll to fellow• 
idlo IUa't bow imJWIII abcnat it. The7 
W - •hriall or nppllu that the 
pl'loe weat 11p oa, or the 101t wu ••h 
1118 tMa upeotea1 or *'hnr JOil pleue. 
- ilh't ao ~hllll abcnat u, llat thiJ t.l'l 
..SU "to be the NOlplatl of l t. It h 
i ,.u.. for HoaptVJ.q but wltlullat tat1111 
u uq hoa th• ........ t. Jeoaptvila£ 
lato the Tl'eUUl'J for a ooaalauable periol 
of tl• the Nal noeulYe e&l'lllag•, that 
11

1 
tbo1e ill eXOIII of liX pel' Olllt aftel' 

nona protlh taxu llan btea taka out. 

' Ja I ,..,, I a-• t thlllk the proportloa of 
people of whloh thet h tn• 1111ald be •er7_ 
]. "'''e• Jl to thGII people 1f theJ &1'1 -.nJIC 
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betnla lls a4 elpt per oeat, I ngeat 
.. lllPt ~ .. tMa \o llu bulull 
etUWAtlOil oertlfloabe lr• tJw !Naa• 
Vf• ha\f•tl'h pll' out of the anat 
of ~ tal'lda&l betw.O liS ana 111b\ per 
oeat, flftJ' pll' oct of the .... t Htwea 
tlcht 1184 tea pll' oct, anctJ-tln 
per oat of tlll IMUD.t betwea tea ana nf­
ha pll' eat, a4 a !umare4 pll' oat of 
all •ar.iac• o~ar t1tteea per oat. ~e 
oertlfioat11 oaa be oube4 - ia a la,.a'• 
wq I • 1111g11tlq it jut to put eCIIIilthlac 
a- - throiiP the Fe4eral R.tllrYI BUlb 
a411' no or three oo1141t1ou. au, it tbe 
oouer11. lhowa that it h I"UUIll, a 4ef1oi t 
aftll' ooatraot obllcatlou aa .abreat. 
!hn 1 t DID. rt baot ID.Oll&h to NJI the bul• 
u11, but ao eaovgh ~~ ID.J 4h1.4..U. 
!hat 11 a protection ~oaaholaerl aaa 
oreUtora. 

Seooa4, ua that h not 1a the picture. 
There probabl7 ouzbt to be ao.e pro~aion 
10 that the Depanunt 1n certili cuea ooula 
prenat lnlolnncr aue not to aefici ta, but 
lllliJid.4lt7• !ha h an acbdnhtratin 
prppoll tloa ~111b]J of ao .. Uftiov.lt7 
ID.i-1 t .tpt be h&D.Uea throvgh the 
fea.ral illei'YI 1 ~ it ncht to be COil• 
allerea. I hana t got 1 t la then u I 
~e •- other thlac•· But except 
for *" no tJ'PII of oon4lt10ill, thell 
atabillaatlon cll'tif1catu canaot be 
oORnrte4 into cuh b7 the conoeru CIWillac 
thea antll belinnlac two 11ara after the 
tar.lnatioa o? the ... rgenor b7 proclaaatioa, 
&D.4 thtn tb.e7 can 11t bact in IUCCelll~e 
J'IIU'I, acco.Uac to the 11ar1 in which the7 
oreat.a the rellrYe, aa IIUCh u the7 put ln, 
plu the laterut on that accu.latlon • 
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Arola, \kat lo a propo11tlon for k••»ilc 
a'"lot ot tlat•• •--•na• 11ho an la 4ilacer 
of fallvo, 1llao llaYe l01t nel'Jboclir la 
-. l~.,...1t, .,a't_~ObOIUU thor lM aotct 

r fftol•"l UliW 1001&81 of the aOOllliDh 
of partlnlar D&sarb or the quatloa of 
l1qull11t7, or Yarloua othu tliliiC• that ... 
ill a Yer,r .... ttlod atate, Wblch •• aro 
1lo1lll4 to llan otter wo get throach thh 
-rs-••7· 
!ftor ahootlac tho IIOJliJ back to thq, OCUD 
11heD tho7 aro beclJmlJIC to go dowa illto the 
Yall07 Ud ICUD to apace OUt the load OD 
the '!'Peallli'J' of rot1auc1Dc, I aa agala _pull DC 
that that la a dealrablo tblag to do. ~t 
h tho buiJloaa atabllhaUOD eDd. It aeaa 
to .. to ha•• a •orr attraotl•o elcaoat, 
a1e-.lag ;rou han got to tate it an7 frca 
people aDTOOJ• to the bualneaa ooaamnlt7 
froa aneral atudpolDta. In the t1r1t 
plaoo, th17 doa•t loae all title to it. 
ID the seooad plaoe, fraa the ataDdpolnt 
of all contract la•eataiDte, there l• a 
1af~ lD there that lt i• t.poaslble 
tor iJiq to get b7 U7 other 171tca I enr 
hoard ot or mow about. It ;rou put bond• 
!Jl. a ...ufaoturlDg CODOtrn Or uke adTODO .. 
froa a but or .Uhn!t thero h Tll'7 11 ttle 
aofepard acalalt the naa ot hasardl that 
wo an pron41ag tor there aDd wb.ioh cu•t 
YOI"f wll bo utlclpated lD general. The 
reductio• ot the auaber ot recel•erehipe aDd 
laeolnDOhl 11hloh I would hope n oould 
prondo tor b7 thie aotho4, al thoach 1 t 
would aot applJ to a Tll'7 large proportloa 
ot the eaterpriaea, would ne•ertheleea, I 
ahould thiak, be an extrea1l7 desirable 
thiag troa the e tandpolnt ot the· readluataont 
or reoon1'7 period, but at U7 rate, t pulh 
in a certain nuaber ot ailllou of dollar• 

' 
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t. • '"~ ......... , u, _, btpl 
lt ftt of lbtl'lblatl• ae un.a..a. 01' -
1bo btp1 1 t out of a noeuln att..,t 
to pt lt la the fol'll ot nae• alok 1ft 
ban tMa pt to reoaptve 117 •- .... of 
We •- iNt of th11111 that I tal.ba abnt .... u .... 
!U fevtll p~litl• h to dtf1alttl7 pro­
nit for the Wl111ltll'7 trtat1011 of ti'Ut r.a. for tU p~at of Ueainal npa 
aa piJ't ts.. wace• after w cet lato tbe 
a.nat101111'7 period, tor tllo11 ooaceru w 
wlall. to pa.t lt 'Ill'• low, there are a .-her 
of th-. 1 t h ., pn1, aaa I mow of two 
or tll.r•• 'IIIIo .,ula Ub to do that "'1'7 
•ell. For la•taaoe, •· Saael Ftf'IUIOD, 
'tlbo I ban aner .. ~. blat I ban beil'd of 
bla for J11J11 Jlll'l aa a n17 progrenhe 
broai-gaugea hll'!r 'tlbo h pre•la .. t of tll.e 
BartfoJocl Electric l.lght C:O.ta7• He caught 
a report of tbl 1peeob of t~ Seortt&1'7, aa! 
be l.Ji~Milahl7 wired hla that be thought 
lt wu a fine tb1ng, but be wun1t thlnklng 
blc .... I 1aw the getleun a.:behil ~ . 
of tba seoret&1'7 and be wu 1a a tn dllfl 
ICO and called M again thh •rnlDC• He 
h t.buei with the faea that "'1'7 larc• 
re••"" ought to be created ia order to k11p 
tbl whole eooaa.r froa p1J111 plab to bell 
11Dea thh th11111 h onr, .. a 1M •IIJI ••t 
of tbltlt fellow• 'IIIIo 11'1 -.ucillll thn• 
oon01ru t!vlng thh period are colng to 
.akt la11• protltl which tht7 oa•t 1top. 
I wat to e~~phuh• there h a large aoant 
of pvel7 wlnitall protlh in thh aituatloa. 
'l'hq are dJlllll for 10Mthing lib thl.a, beoau11 
tht7 oaa•t ke•f lt ln their aurplu•••· If 
th•7 han got t, II. thtr their llifl07fll 
or thllr atookholdera in111t on gettln, it, 
..a tU7 fetl, ader tbell ooniltl.on• t h 
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• eed te Ua ... t., of OU'f'Jbl • ~o 
kid et c-r .. 1114 tbo ,....., ... ~ to 
to.olU'- m•tll', prn111... s. aoo••t 
1, *' I a 1ulu tlaat tbot lllM ot W., 
lo till n\Joot ol' 1iUooU'fo llarcabllllro 
tft aa•t U'fl to - ;rw ou uk1 lt 1'01a· 
t117 u to tu •••~n1 bat I 111 ao roua 
'llq a labor •• lllftliD't .ut• a aoal wltll 
a ...... tllat lt 11011111 prnUt W1 tla4 of 
tnat 01' .......... 

' 
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B,J.[,lr: 

B. ll.Jr: 

Shere: 

Barnard: 

H,J.(, Jr: 

Sullinn: 

Shere: 

Barnard: 

-u-

You clldll't e:rplain at ;rou cl14 to u, that 
Ulldu our lal, if fOil -a an il'J'nOoable 
tl"Ut tor a retir.at tlmd l1b We, ;rou 
oan deduot it frCIIL ;rour --

!a I Ullcleretand it, it 70u p1J a cllaaieaal 
age to a II&D - 11.1 I a tired to.orl'Oir mcl 
70u gi Tl u tm thouamd dollar• an4 aq • eaooct­
b7e and I hope 70U get alolli well. • !bat 11 
m expann of doing buain111t. ~~~Iaing there 
11 no racket in it. It the Ulllg were 
prorlded t or i rrnocabl.T, aa in the case ot 
contributiona to penaion fundi, I assuae --

You know. Right here 1a Shere. Ia that right! 

I would like to ohtok on it but I tb1nlc that 
il so. 

It not so, I propose it be .ade eo. 

You remember when 70U said that 7esterda7 I 
cllcln • t know. I was aurprlaed that rou can 
make an irreTOcable tl'Uit fro. penaion tunda 
and deduct it f r om 7our profit. 

Under certain ciroiiiUtanoea, rou can. 

The plan baa to be apprond b7 the Depart.ent, 
ham't it'l 

Yea. 

There 1a a deduction tor pllllenta into pension 
trusts. 

liT understmding ia that that waa true and it 1t 
im't1 that is a thing to be considered. To 
make ;hla oonnrt , llr. hrguaon calla me Wa 
morning. He 11 a cllrector of the Colt llanutacturing 
c:r,DT· Colt 11 making the large JUohine guna. 
The r nol'Ml. t oroe ia two thouamd :un. rhq now 
haTe got eight thou1and aan. The7 will han t111 
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thounnd UD and the;r han got a lot ot aonq. 

)lao. Ferguaon aaid, "Mow, theu 11 a a11t1Dg of 
the board thla lllOrning and the preaid111t ana I 
and one or two other fellow• ftllt to pat th1'11 
and a halt llilllon dollua into a tl'llat tund 
rl~t now whlle •• han got it f. for the b111efit 
of dlllll.al&l wagea, and 10 fonll, and we han 
got two or three hard-boiled dil'lotora there 
that are golng to ftllt to get all thla aone;r 
right now. Can ;rou tell •• ~g'l· 

. 
I eaid, "No, I ou•t, exoept that ;rour plan 
would be considared, and I han great hopea 
that in conj1mct1on with a good UDf other 
thinga that ;rou don't know IUlfthing abont, that 
the Departallllt wlll hen to oonaider eomething 
will be done. • That 11 all ;rou oan aa;r. 

-
~ell,• he aaid •ma;rbe that will giTe me a 
little -courage to-fiiht eame of these !ellowa.• 
He ears there ia !itl;r or aixtrllillion dollar• 
that can be secured for this ldnd of thing in 
Hartford alone. 

Now, I know one othar conoern, which I won't nur.e 
because it ia entirelY contidenti~f that-ia 
actiTely considering buildlng up ~• ... , kind 
of a tru.at flmd or riiii'TI bf inoreaaing two 
peroent or three rroent the p&JI'Oll riiii'TI 
eaoh fl&l' until i reaohea fifteen peroent. 
'J'hq lmow that would be eufticient to take care 
o! a depreaaion 111 senre u the one we haTe been 
through, beoause the7 baTe analfsed the reoord. 
The7 oould take oare of part tiae, gin halt the 
lost tJ.. to the men, ana oould alao pa;r a Tlf'T 
1ubstantial dlllliaaal waft to those thq had to 
let go. That would orea • a flmd of - in the 
order o! ninety llillion dollar• for that oonoern. 

Now, rq propoeal il to oultinte that, whioh will 

• 
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Barnard: 

H.M. Jr: 

Barnard: 

H.ll. Jr : 
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coat rou s0111e tax ll.cnq and f't it all in 
to the '1're&aU1"J• Stop the pr ntt trust hilda 
o! thia kind of thing in wbloh the inY11tmenta 
will be ll&de in Treaaurr seouritiea and other 
things, wb.atenr they oan get. They will then 
be anrloua to get a hidl rate of return. Get 
it into the Tre&eU1"J al: a low rate of interest 
and get complete control during this per iod of 
that tund. 

Let •e juat interrupt. I! I aigbt help out a 
little on same of the things which you told •• 
yeaterdaf, which impreaaed ae1.and giYe you a 
o.hanoe to oatoh ;your breath, tile thing that 
impreaaed me on this thing 11. this: Mr. Barnard 
feels that i! this Social Security thing goes 

- - through, that 1a one way to get the ll.oney, and 
~here is our regular tax program and that there 

is only so much money to get and in Ger tain wa;ya 
you get it, and he particularly pointed out in 
the Social Security program there ia no provision 
!or the small business and there is no proYiaion 
!or the business which loses aoney. 

EYeeything you han auggeated hare talcea cue of 
that consideration. Now, I am not sure that I 
1mderatand; describe to me simpl;r t bacauae I 
hann•t got it ;ret, your ao-calleCI faai~ 
reserns. !here &re !our things. How, ju.st 
how does the !ami~ reser...es work? 

The aplo;rer deducts !ram the pa;rroll as he pa;rs 
it current~ fin percent or wb.atenr other 
percent you determine on, the saount that ia 
required to be deduGted. 

Fin percent? 

IN. We say !in per Gant. Ka;rbe it ought to 
be tan percent. 

Well, !iYe percant. 

• • 

• 
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Barnard: 

H.Y • .Tr: 

Barnard: 

H.li..Tr: 

H.ll.Jr: 

B&l'll&rd: 

H.ll • .Trt 

B&rn&rdt 

H.li.Jrt 

-u-

I u.a flY• u a allot 1a the wk to lllutnto 
lt. .. tq tllat 11 two 41Dllara. !bat ll ••t 
a.. 1a the 'l'Ha~ or tu Sool&l 810111'1 t:.J' --
I th1Jak thq o01114 probablf aGS.alltll' that 
failJ r•••n• thlllc better tlwl &Jifbodl' elM -­
lt 11 11t au. tMPI ud 70il Jlaye aa aeooat. 
TOll ~ &iTt Ja1a a p&ll'boot. It ukea 1t a 
little aore N&l. IDA aore oonnD1111t. I bari. 
Blouch 117 •a•tb1ac about tu pa11'book ida. 
'!'bat aight be a th1Dg that ooula be dcme. 

I th1Dk that Sooi&l Stourit, ha1 in llilld that 
1f thq Utllldtd ICIDI of tllalt thinp thq 
lllight better go to that kind ot a qat.. 

Tte, the agriGUltur&l group ud 10 forth. 

It appeal• to ae Tll"f lllllOh beoau11 aouthlllc 
be1idea a oard i• deairable. 

Ie the tin percent on the inorease or on hie 
preaent? 

It 11 011 hie preaent a&lal"f leu a thouaand 
dollars. 

T ou woulclll 1 t applJ 1 t to an;rbo~ unl11s it •• 
OTtl' a thoUI&Dil dollaraf 

Bo. 

But 10U1' p~roa&l h a straight tin rroent 
tu on eTe 41 th& t M.l'lll ~ thouan dollare 
or OTer at aouroet 

Tea. !lot a tax, a contribution. 

.. 11, a oontributicm ct !iTt percent. 

Tea. 
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Shena 

!Cubn: 

B.ll.Jr: 

Bam ucla 

B.ll.Jra 

B&rnucl.: 

Ocl.egarcl. t 

Bt.rnarcl.t 

Folq: 

B&nlarcl.l 

B.K.Jr: 

B.)(. Jrz 

·11· 210 

1a w. -. Ollila' to a•· 
!U.r Jllon • oollootla-at-tht-•ove• as lJa eaaaa, eqeolallJ a wv tu. 

!hq 1laft the oolleotloa-at-tht-IOVOI lJa 
•cl&D4 too. 
But m euaaa that 11 oae at the..., tu .... 
·-· at 11 the aale• talk tbat 1VIl pn to the _, 1b.Y 11 it lJa h11 lahn1t to be 
will..iDg 'fOP the Gonrzact to tlb tin ptPOCtt 

Beoauee hi ph it ••• 

1lhc ucl. wulll' nat ou-cr..tuoee! 

He geh lt book 1t he 11. lJa cl.lltreu 1111 tillot 
Ulc1 he geh 1 t b&olt -after the -rgenor 11 
OTero 

Doea he get interest OD theee 4epoe1taY 
• 

Be pte inhr11t at two ucl. a halt pll'Oent. 

Ia 1t tin peroct OD tba two blmcl.recl. cl.ollare 
or tin peroct oa the WelTe! 

Fln r.ro•t oa the two hmabecl. cl.ollare. JIQbe 
that • too eott llat I think at elglltec cl.oU.... 
a fttlt the7 neecl. it. 

I cl.o. 

U thq get tnln hllllcl.recl., tin peroct 11 
au cl.oll&ra tu. It 1en't u awhl. lot in a 
flOP• It cl.oean•t bu114 up .uoh l'llel'Te tor 
tJIIot olue ot people, but 1t JOU get ICIU tr• 
the Other people JOU get ICIU trca th• lllcl. it 
relltTea 7oar eituation later. 

Bat he oalT cl.ran oa it at tv he 1lal ubau•tlll 
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Barnard I 

H.L!. Jr: 

Barnard: 

B. ll.Jr: 

Barnards 

B.ll.Jr: 

Barnard: 

Bell: 

Barnard! 

SulUnn: 

Barnard! 

SulUnn: 

Barnard: 

• 

-18- 21.1 

~ Sooial SeoaritJ prOYieiooe. 

Oil a-.ploJUDt atil after the thin& 11 
o.,.r and thlll he tina~ gete it baolt &J1f'A1 
a Je&r later • 

.l.nd we gin h1:a two and a hal! peromt on 
~t? 

Yea, eir. 

.l.nd that ia what JOU call JOur tail,. reeern'l 

Plua inoreaae in spmdablt income ooe Jlar onr 
another. It goee lnto the fudlJ re11rn 1t 
he hae &117• 

I don't understand it. Explain it. 

I am working at two thouaand dollara a Jear, 

In '41. 

Tee. How auch 1e the tax on that? Who knowe 
offhand about what it ieY 

.l eingle person? 

Tee, we will take a eingle pereon. 

.lroUDd tort,. dollare. 

.lll right. In 1941 I had two thouaand dollara 
net 1no011e and I paid tort7 dollars, eo I had 
eightem hunared I.Dd t1xt7 dollar• net incaae. 
'l'hlll I paid tift,. dollar• pqroll oontributiooe 
at ti.,. percct t eo that bring a 1t down to 
nineteen hunare4 dollar• ependable income I haTe 
got out o! 111 earning• in 1941. 

In 1942 I rt an inorea11 of a thoUI&Ild dollarl. 
)l,r tax .. up, ., oontribution wet up, but 

• 
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whlll I cot all through paJhg 'both of tAMe, 
I a till had an lnorMII, We will aq the 
1Dorea11 •• alx h1mared dollara. We will aar, 
all right, twantr-fln peroct of alx hlmdl'ad 
dollara rou alao put 1D thh rtlerTe fund. 
'!'hat 1a a lumdred and flftr dollara, ICIIr, 7011 

~;' !s -tt 7~ tt!t:~'t!' do rt~ 11 
the arguaantJ. 

There ooulh't be e:rq aafer plaot, You are 
proteotea fra lnflatiOD. Tou d011 1t lan to 
IJ1.7 11Dl111 JOU? oODdl tlon 11 iJIProrlng and the 
Gonl'llamt Dteda th• aon•r aDd l would put a 
let of .-phaab Gil lithe Gonl'laellt Dtada the -er. • bUt ptopla -4on't get it. 

ICIIr, how do rou lnoreaee that ptro111.tage? 

Well, people 011. the inooane ln'tl of two thouaand 
dollars and leet, we aq twenty-fiTe, It is on 
the g111.eral theoey that we oan •t hlt thllll too 
hard. Th•J han got another bab7 ooanlng alo11.g 
right 1D that period md the;r art golq to be 
1D trouble &DJWl• But tht fellotrs onr that, 
fln thousand dollars - nppolt a fellow had 
f1 n thouaand dollar• md be got t111 thouaand 
b7 saae aooident or other. B• «at a big 
praaotion. Scat other fellow Dired hi:i. 

We will aay, •Buaar, fl!tr peroent of J01l1' ~Wt 
iaproTaant hat to ocae 1D to th11. It ocat1 
b&ok to ;rou bllt we art golnc to takt it nq • 
fraa JOUo You get it baok with inter11t, but 
we baTt got to haTe it, 

Thtre 1a a little prlnte joltt betwe111. Bell md 
••• 
You would han to allow peoplt m altll'IWtln ~ 
pU?ohulng Daf111.ae BOII.dt, rou aaia. Dot1 that 
appl;r to th11 faail;r reterTt? 
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Ita. 

!o 'both tn.l. 'both the inOI'tl .. ud tha -­

'!'bat 11 l'ipt. 'rhat -· .., thoupt. 

So that it u inclbiillal pvoha .. r'• Defaae BoDaa 
art equhal.ent to the oontributi011 u would ake --

!Wiot equi'ftl.ent. He baa 10t to cloublt his Sarlnp 
Banda in order to f't 1J11 l'tlief fpca it, ud I 
clCIIl • t pl'Opo .. to c n hill 1J11 Ol'ecli t wbatenr in 
fip1'1ng out thia inorealt of apca&ble inccaa 
fol' the aone;r he apa~ on Dlftn11 bela as auoh, 
nen though he is bUTinC twice aa ..-. 

In otur worcla, a little effort te clrin h1a 
into thia GOTtl'lllltDt rtltl"ft plan for thtlr cnm 
pl'oteotion. If the;r bQr Dtfenae BoDell in twice 
the mount otherwise required end thq oaah th• 
in quick, the;r PIT a considerable panalt;r. NeTtr­
the1eas, there are a lot of people in the world 
that are perfectly willinc to get tbat p111alt;r 
ud get the oaah 'oaok, ud I ahould 117 we ._,t 
ftDt the to do it. We clCIIl't wut thla oaa~ 
thea ud we wut the re .. l"fe there. It .... to 
at a nr;r !Jiportut part ~ thi• who~ aohae 11 
to cle&l. 1r1 th the future aa ...U u tha Jl'tlct • .. 
!here 11 a 11 ttle teohnioall t;r 
that btoauae JOU un to btat 
kttpinf tha periOD frca Ug[UlCI&~IIII 
aeouri lea to bur th•••· 

I ban got to .. e this Grttk. Don't go be7CIIld the 
fud}J' rtlll"ftl. !he fellow 11 going to ban a 
bab;r. rut hold on. (Laupter} I will be back. 
treat thea gentl;r, bo;ra. 

I baYe no more to s&J. iak ;rour questions. 

(!he Saoretar;r left the oonferaoe). 
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Kay I ask a question tor clarification pur­
poses? The taxes are alwe.rs taken out in 
advance before you start compiling these 
savings quotas? 

Yes. 

In the case of the corporation, for example, 
the excess profits tax would be taken out, 
and then what ia lett - I don't quite see 
how the percent on invested capital - that 
comes out as a basic credit . Then if we 
impose, let us se.r, a tiftr percent tax on 
the balance, excess profits, would that come 
out before you start to determine how much 
they need to invest? 

Yes. Striotlr speaking, what you take out 
in taxes isn't what the fellow has got, and 
you can't ask him to save what you have 
already taken away from him or any vropor­
tion of it . He can only save what lS left 
to him after he has paid his taxes; so we 
will say to these corporations, "llow, if 
you have got a lot left after you have paid 
these taxes, we want some of it back. " 

Ot course, the onlf other thing you could 
do ia increase the tax rates. 

The savings program wouldn't interfere at 
all with any tax program that we mi~t want 
to impose? 

I am assuming that you would «lao have to 
raise the taxes later. It would cut down 
some that you would get in this way. 

Jlr.- Barnard, when you pay these funds back, 
you said you paid them back in kind. I 
assume that if people bought defense bonds 
they would get back defense bonds, and it 
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tbcr pllt 1n oaeh, thq will c•t but ouh 
at htertlt. 

Tee. 

I! there na a Tel'7 l&l'ge peroctage of that 
hlld reprt~cted 1n bCIIIcll, and though rou 
were p&Jlng 1 t baolt 1n bon.cll during that 
reoonatl"'lotlcm perlod, the ohanoea &l'e thl 
Gonl'nlUilt 110ula han to borrow, ud fOil 
aight get hea"f7 Uquidatlcm of tho•• bema. 
!or people to aped 'like rou t11cl during the 
IOUitrl 1 bODUI wbtl'l JOU 110Ula llpllt fOUl' 
nte atraoture on fOUl' bCIIId Ml'ltet. 

I! fOU bought p ana G Bon.cll, JOU would be 
1n the aae olan u allfbodT ehe that baa 
th•. Th•7 &l't not ln the rue"'. 

You would probablJ be 1n that position &D.J­
hcnr when that question oomn. Th•7 &l't all 
daand. 

Tee. 

JUit offhand, I don't ague with rou that 1n 
thb kind of a progr .. there h mough pcaltJ 
em the P end G Bona. •• th•r •tend toa.r. 

lo, I dCIII't think 10. 

I I1Gil • t think there h &D.Jthlng lllte the 
kind of penaltf there for this kind of pro­
gna. 

Just a mild dlsoovag•et. 

It l!:t .eana that JOU get low rates at thl 
beg lng. 

Well, MTbe thel'l lhould be a n• uatrloUCIII 
on lt. 
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!llatb~t. 

(!be SeoNtUJ retvae4 to the oOAtll' .. e.) 

Blat I would "'PI aoh tnor haYillg a altena­
tln, lt ;rou oa. People llJte lt, 1114 1t .q 
lll'Ye fOV plll'pOie jut &I well, Pt.l'tloalarq, 
tar the olau ot people who - thq &1'1 110t 
too D~~Uroua, bllt in the toar or the or ta 
thoulad dollar ola11. 

low, tho11 people alght "''1'1 nll pnter to 
'11111 bolide ad pq a pmalt, 1t thq bad to 
oaah tha in and it 1IOUJ.d OOYel' fOUl' pUI'pOII 
jut u wall ad thlr would be IIUOh happbr u't'iJut that altel'll&tln thiD therwould goln4; 
illto lhia l'llel'Ye aoh- hadled br Soolil 
Seourl t;r. It a o--

We oan han a n .. aerlu w1 th reetl'lotlona on 
tha. 

Well, oould I Just - I .... , I don't - a I 
stopping rout 

Jo, aot at all. Oo ahead. 

Well~I han got a pret!{ good idea ot the 
hal reael'Ye. I h&TIIl t got lt ret, but 
.. w1 be b&ok at lt ua1n thh altel'llOoa. 
I jut nat to f:t 1 t oll&l' in 111 ll1llll tor 
•oe. I 11114era all4 whet 7011 &1'1 getting at, 

Jfailr the next thing h tor the bUiluas r11e1'Y11, 
llll 't that lt? 

y ... 

Gln .. that again, what I oall 111 augar­
ooe.ted, a1s peroet pla. 

!hi• h a pM ot reoapturlng a l&l'p p&l't 
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of the distributable earnings in excess of 
six percent. 

Now, your earnings that are taken out by taxes 
aren' t distributable . They are r eallv taken 
away. They don ' t belon~ to the fello\~ at all , 
and they don' t belon~ in the earnincs at 
all except for computation of how much taxes 
1-rill be paid. But ne say under these condi ­
tions e.eybody, after pe.yi~ their taxes, who 
has large earnin~s throutJ\ their cauit:l, 
usin: the same basis you use for other pur­
poses, 1;e don ' t take it anay froc theo. It 
isn' t a tax in the sense that it is irrevocabl7 
gone , but ne put in a reserve to protect thee 
and their creditors, to orotect their solvency, 
to protect against unemp1oyment and to ~ive 
the Government the money in the meanti me end 
not l et them by dist r i bution or otherwise 
t ry to invest it in the thin~,;s that we don ' t 
\'/ant money put into unde1• these conditions . 
All of those purposes are served by it . But 
it isn't e. tax. I think that is exceedinc;ly 
imnortant . I never did a;;ree with JOUr six 
percent thin;: for this reason: Despite 
Odlum's ee.me, there is JOin; to bee per­
fectly terrible number of business people, 
small and some laree, who are badly hurt. 
They are not :;oinz to make 8111 money . The1 
are aoin~ to be badly discoura~ed, and you 
nant~all~the initiative and incentive t hat 
you can ::;et out of thl't ::roup of people to 
still zo on and try to do business and employ 
people . 

Now, to do it, they h~ve JOt to :isk mo~ey . 
If you say t o a mn.n, ' i'io11, 7ou r lSk los1ng 
a hundred percent, but you can't have more 
than six, "-he says, '".'iell, hell, look nhat 
I am up against, and ~f I am su~cessful I 
get nocrhere because tr.ej· are eoms to take 

• 
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aftT in taxu a largo part ot tho six per­
cent, which is true, when it is distributed. 

I mean, you have absolutely killed ott at 
the wrong time all inoent ive. On this basis, 
you say, •Boys, it you make it, it belongs 
to you. Sure, we are going to keep it a 
while for you, but that is good for you, and 
we can' t let you go ahead spending money for 
essential materials that we have got to have 
for other purposes.• That is perfectlY logi­
cal. You III&Y not like it , but you will have 
to agree that 1a logical. "We need the 
money. We can't let you have the materials. 
But it is all yours it you make it. Sooner 
or later, we will pay you interest on it. • 

Now, if a fellow makes - you said between 
six and eight percent - on what? How would 
you figure the six percent? 

What is the basis for your excess profits 
tax? 

Invested capital. 

The same basis that you usa tor calculating 
tho excess profits tax. 

But this is six percent alter all taxes. 

I understand. If he makes six percent after 
all taxes, how much do you take? 

It he makes between aix and eight percent, 
we take twenty-five percent of that quantity 
in that layer. 

And put it into reserve funds? 

Put it into reaerTes. If he makes from eight 

• \ 

--------------------~· ~·~--- - -----------
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to ten, we take fifty percent of that l~er . 
If he makes ten t o fifteen, we t ake seventy­
five percent of that . Over fifteen, we take 
a hunared . 

I haven' t figured it out, but you .vill find 
the possibilities of dividend distribution 
above six percent are not very ereat under 
that . You uould be giving up most of the 
money . 

And that goes into a fund at which - it 
would bear ho~ much interest rate? 

Two and a half. 

-
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Certificates. It would be parable to h1a 
how soon after thl national emergency ia 
everY 

The first year•a contributioh, aay 1942, 
will be paid back two years after the 
emergency la declared ended, The second 
year ' s contribution would be paid back in 
the following year, spaced along in the same 
order in which the contributions were made, 
with interest at two and a hail. 

That is that scheme. Now, your third ache• 

The third scheme ia the wluntary emplo;rer' a 
dlsmlaaal part tilla wage or trust fund, which 
ia to be accumulated b;r the purchase of 
a special certificate or security pa)'ing a hal! 
percent interest. 

This is the employer? 

Employer. No compulsion i.n it. He can do it 
if be wishes. 

He can buy u much of this as he wants? 

Yes. 

And we use the diamiaaal wage by the compan;rY 

Yea. I think that should be set up ao this 
particular thing 1a only applicable after the 
emergency la declared ended, except in the case 
of war industries, which Ill&)' be liquidated 
before then with the approval of some board 
here or whatever :rou aet up. There 111&7 be some 
oases where that ought to be done. 

And the fourth? 

That h the fourth. 
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Tba. t is the fourth? 

Yes. You see , whet I think we have to look 
out for here on dismissal compensation is that 
you don't set up a condition where a lot of 
fellows want to keep changing their jobs get 
themselves fired and go somewhere else a~d get 
an artificial shifting of the population for 
the purpose of getting dismissal compensation 
and then getting another job immediately after­
wa.rd. I think that needs to be controlled 
because the purpose of t his is to ease off the 
post defense period and substantially it all 
ought to be restricted to that, is my guess. 

Well, what I would like to do is this. I want 
to give you somebody from White's organization 
to put full time on this, you see. The best 
man you have got, Coe. I want Blough when he 
gets back and you (Shere) until then to give 
this full time, you see . Get the thing so we 
can begin t o estimate how much money we will 
get in and what effect it will have on taxes 
and so forth, you see. Georr. , I want you to 
get in on this thing yoursel • Rave you got 
a tax lawyer, Foley? 

Kades. 

I want to have a man in there f rom Tarleau's 
shop, too. 

And then Kades. I am tremendously impressed. 
We don't want to kid ourselves. Vlhen we 
examine this thing and see what is the matter 
with it and Odegard may have an objection 
after he gets into it more and so forth, that 
this isn't on· the basis -- that it interferes 
with the thing we have set out to do and so 
forth, but the main thing that interests me 
is this , that we are going to have to get a lot 
of money and with the present scheme that we 
have planned outside of the tax scheme, we are 
not going to get enough money and we are not 
going to get the increase. We are just not 

• 
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going to do it. You can come back at 
me now, Peter. unleee I put all kinds 
~otas and drivea on our present plan, 
not going to get the mone7. 

You are not going to get it in TOluae 
sufficlentl7. 

lio. 

ot 
I am 

ETen with the driTe, Mr. Secret&1'7, I don't 
think 7QU will. 

lio. 

And we might just ee well call a fact a fact. 

But 70u might get i t if 70u face them with 
thle alternative. 

This isn't bad. This is two and a half percent. 

But we have got to get it. Now, what is the 
wa7 to get it? I mean, I have been groping 
for dis.miaaal wages. I am taking unfair 
adTI.Iltage of Bernerd. Be walks in here end 
he aa7e, •I han got soat~ I han thought 
of. I han written it down. • I am making 
him come in and do thle tode7 without aey time. 
But he takes prettT good c&re of h.!Juelf. 
I am interested. I don't want to lose aey 
time. I am ver7 much interested. 

I got a message that I am not going to Cabinet 
toda7. I would like this group to come beck 
at 3:00 o'clock. I would like to continue 
this discussion and let aome of these people 
take 70u (Barnard) on and I would like to 
listen, 70u see. I would like to start in 
at 3:00 and run for an hour. You are &Tail­
able between now and three? 

Bern&rd: Yes. 

• 
Regraded Unclassified



H.¥. Jr: 

Sullivan: 

H. 1.!. Jr: 

Odegard: 

H.¥. Jr: 

Odegard: 

H.!.!. Jr: 

Odegard: 

H.¥. Jr: 

Odegard: 

H.ll.Jr: 

- 28 -
223 

And get these people - there ia White's 
division and B&aa' division and there are 
two divisions under Sullivan. Right? 

Yea. 

There is the bill drafting section and the 
tax people. You (Foley) have got Chuck Kadea 
and then there ia White's division. I want 
eur top flight people on this thing. Do you 
want to give, or don ' t you, Peter, your 
horseback opinion aa you have listened? 

I was impressed at the W&¥ in which it was 
laid out. 

With what? 

The way in which it was laid out. I don't 
pretend to know enough about what it is going 
to cost in tax revenue and those other things 
to - -

But the social aspects of it. 

It seems to 1118 admirable in many ways. 

I 1111an the soel&l aspects. 

Yea. I think the idea of giving people some 
evidence of participation is important. If 
it is simply another tax which ls anon,mously 
given and people are going to think of it in 
tb&t way and the effect on morale is not 
going to be good, the idea of a vassbook or 
bond certificate of some kind which gives 
them evidence of having done this and having 
this claim against the Government seems to me 
very useful and very valuable. 

And I like this method of scooping up the excess 
profits. That satisfies me that labor will be 
reasonable, if they see that the money isn't 
lying around in the coffers and being paid out 

• 

. 
• 
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in diTi.dends. But they are not going to 
be reasonable if they see 10 percent dividends 
by Consolidated Aircraft and all the rest of 
that st uff. 

lfr. Barnard 1 s suggestion that this might be 
made a matter of collective bargaining contracts 
seems t o me a very interesting one, 

I think so from the other angle, Peter. It 
means that in the excess profits the labor -­
the bargainer can S8.f "Now, see here. You put 
this money into a t rust .tund for us and it is 
only costing you 25 cents, because you will be 
p8.fing an effective tax of 75 percent with your 
excess profits if you don't set it aside in the 
trust .tund." 

That is good. 

Well, it isn 1 t good from the ultimate balance 
sheet of the Government. 

Figure it out, though. 

You are not sure . 

No, I am not sure. This is all at first wash, 
but otherwise that 75 cents would come to ue 
to P8.1 our bills. 

But this way you 17ill get a hundred percent and 
then you will get l arger earnings on which to 
apply scheme number three . You will get anywhere 
from, in some cases, three or four hundred ~er­
cent as much money in the Treasury as you w1ll 
get from the t axes and a good deal of it will 
be at a half percent. I think naturally we 
probably still wi l l lose aaae money, 

Well, the reason I want top flight people in 
each of these groups on it is really to work 
and they are going to work, because I am going 

• 
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to see them about once a dt.f . I am not going 
to si t around and wait for weeklf reports on 
this thing. We will have to move fast on 
th.is if we want our place in the sun and this 
is what I have had in mind. If we can satisfY 
ourselves in the Treasury and get some f i gures, 
then I am going to ask whether we can't have 
time enough with the President to give it to 
him, you see. I will S&f, "I don't want you 
to S&f yes or no, but I want you, it you like 
it enough --• then I want to go up and info!'llla~ 
get together the people on \Vqa and lleans am 
Finan.ce and I aa going to ask them in for an 
evening to listen to me explain it. I am going 
to sell this entirelf differently than I have 
ever sold anything before. We are not going t o 
write a bill and shoot it up. We will let some 
of the labor people and same of the manufacturers 
look at it. But I want to move very fast . 
I think we are starting from a good base and if 
we work hard at it thero will be some way and 
I have been licked so badly on the excess profits 
thing now for two years and this comes as an 
entirely fresh approach. It is better than a 
strict interpretation of mf six percent rule, 
because it leaveathe incentive there because he 
gets something back and that is what the English 
went through. They started out with mf six 
percent scheme and ended by SIJ.1ing, "We will 
take it and we will give you twenty percent 
back when the war is over.• 

Well, we will meet again at three. We will have 
another hour at it . In the meantime, you are 
availabl e, aren't you? 

Yes. They will probably get farther al ong not 
working with me because I have said all I have 
got to say and they have got this scheme written 
aown. 
Can we have these minutes typed up and distributed 
before three o'clock? 
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Can you do that? 

Yes, sir . 

You are superhuman if you do, 

I think it will be helpful if v1e are going 
to have peopl e working on it. 

Well, there is a forcal memo on this which 
is available. 
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...•• very seriously thie morning. 

Yea, they have; but I don't think there's 
any reason to be oonoerned about it. 

Well, I Just wondered whether you wanted to 
have somebody down there eay that I dld not 
baYe the regular Government ieauee in mlnd 
et this tlme. 

On rights? 

Yea. 

Yea. 

How did you put it yeeterday? You put it 
very well . 

Well, I think I said t hat thle does not 
necessarily involve the regular Government 
issues. 

Yeah. Well, I wondered whether you didn't 
want to pass that word out down there. 

I think i t would be a good idea. 

I'd apprecie te i t it . you'd do it. 

All right. We'll do that. 

And then I think on the reet o f the stuff, 
we can Jus t sit tight, can't we? 

Yea, I think eo. 

What? 

I think so . 

And see what happens. 

I think that's the thing to do on it. 

' 
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Well, lt you'll take oare ot that at atement 
on the r egular Government leauee down there , 
I ' d appreciate l t. 

All r l ght, I ' ll do that. 

Thank you. 

• 

. 
• 
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Coe: 

HHJr: 

C; 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

IIMJr: 

October 16, 1941 
1:00 p.m. 

Mr. S,eor etary, Bewley waa i n, and what he's 
curious about is the orrangementa - lf any -
we've made with the Ruaalana. 

',iell, you can tell him about the thirty 
million. 

We're 'buying thirty mllllon of gold in ad­
vance. 

X ea. 

Yes. And they had a ulegrao troo ilarr\Jian 
which aald that be bad 'been talking with 
Beaver brook and told Beaver'brook that !lnar.ces 
were not holding up t hia tlow or goode, and 
they had evidentlY sent on what you had told 
them; eo that's the reason !or the query. 

'iho had sent it on? 

I suppose when you celled Sir Ronald Campbell , 
didn't you - the other day? 

Yeah, but I didn't tell any or the English 
about the thirty m1ll1on until last ni ght. 
'ihen Hal1tax was at the house I told him 
laet night . 

You tole na~1tax. 

Last nlght. 

Oh, good. Well, then I'll tell him you had 
alr eady 61ven it to them; because I think they 
wanted 1 t !a st. 

Well , Halifax knew 1t la.at ni ght. 

Well , that' s what - I'll be eur e to men tion 
that. 
And I wonder it we should aay anything to 

• 

• 
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C: 

HMJr: 

C: 

HXJr: 

C: 

I!HJr: 

C: 

liMJr: 

C: 

HMJr: 
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Harriman about thie. I don't think it'a 
necessary. 

230 

'llell, he evidently baa the right idea; namely, 
that the tlow ot goods ia net being held U? 
by tinanoe. 

Yea.b. 

So it's probably not neoeaaary. We might ­
there's another case where ~e might i nform 
Caaaidy eo he can tell the Ambaeeedor. 

Do that. Get a cable ott to Caaeidy. 

All right, sir. Pine. Thanke. 

Tell 111m to tell the Ambassador and Harriman. 

Okay. 

Wha t? 

Yes, that's good. 

All right? 

Thank you. 

Thank you. 

• 

-

. 
• 
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John 
8oet t1ger: 

ln!Jr: 

B: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

••••. wlla teo ever. 

There 1en' t . 

October 16 , 19~1 
2:llS p.m. 

No . There le thla. The reason that Harold 
wrote that letter la as rollowa: he needa 

231 

some help from Bona or eome help. with .Bone , 
rather, on the power bill - which ie tremendouelT 
important- that's the Columbia ValleT Bill •.•.. 

Yeah. 

• •••• and Bone naa been figh ting it, and he 
juat the daT before TaaterdaT 1eeued a verT 
acurr1loua attack on Ickee, and I think that 
Haaa could straighten that out; and I wondered 
if you would be d1eposed - 1t really - I mean 
the leglalatlon 1a tremendouely important and 
Bone is wrong. I've gone into it wlth great 
thoroughneaa all around the plaoe. I wondered 
i f 1t could be worked out - I don't know whether 
you do these kind or thing• - but there's no 
narm in them as I aee 1 t - to have Haas come 
on here and have Herbert tell him that Ickes 
ia holding up the matter or has talked with 
the Preeldent and whT don't he settle thle -
help to get this power th.1ng straightened out 
and then t here'd be no oppoaitlon. I aup9oae 
TOU hate to get involved in an intrigue of that 
kind; but if TOU do it at other times or if you 
don ' t object to it, I think it would be an 
excellent idea. 

Well, let me talk it over with Herbert. He 
just got back a little while ago. 

Yeah. 

And I'll have a talk with Harbert. Where ia 
the bill now? 

It's in both the House and the Senate. 

I eee. 
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B: 

Hl!Jr: 

B: 

!!Y.Jr: 

B: 

fiMJr: 

8 : 

HMJr: 

B: 

HMJr: 

B: 

Hl~Jr: 
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And the power neople have been here tor - the 
public po~<er people have been here tor a couole 
or weeks trying to ge t Bone and Ickes t ogether; 
and Ickes says he ' s w1111ng to be courted- he ' a 
willing to- he doesn't want to initiate a 
compromise; but if a oomprom1ee la agreed to, 
he won't oppose it. And thAt ' • what I want. I 
mean that's what the power peoole out there­
the public power people want. 

What do the public power ~eople want? You ~ean 
publicly owned? 

Yea. We've &ot a duel system. 

What I cell the private - the nrivate cover 
peo?le - 1s that what you call oublic? 

No. Private power ?eoole in our atate are -
ahould sell out, becouae we've go t a dual system 
and it's very uneconomical. For examole, in our 
own city or Seattle, we have two systems - one 
public and one private. 

I see . 

And they have separate distribution lines end 
our bills are, as a result , about fifty to sixty 
ner cent higher than they should be. 

Well what do the public power people want? Do 
they want this bill to go through? 

The oublic cover oeople want thls bi~l to go 
through, and they want a compromise to be 
effected between Bone and Ickes. 

I eee. 

An~ they've been here trying to ~ork that out 
after they went over to see Bone , and Bone 
refused to agree to it. 

•.~ell , I'll get - I'll tell Herbert about thi e 
this afternoon. WP ' ll eee what we get ott . 
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B: 
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HMJr: 

8: 

IIMJr: 

B: 
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Well , 1t you talk 1t onr with him and not 
eend tha r eoommendltion o•er to the White 
Hou.ee unt11 I heYe a ohenoe at Hyde Park to 
talk with rou !urtber about it, I would appreciate 
it. 

That ' • eaar. 

Could rou talk with Herbert th1e afternoon; 
and then when we get up at HJde Park, we can 
talk the whole thing o•er' 

Uh huh. And I '•• got the atory now on the 
i n•eat1gation in Seattle. 

Yeah. 

And that' a going ahead. Both o! those men hen 
been withdrawn tha t have been there. 

Oh, ie that eo' 

Yee. 

Well , that's tine. 

Both or them have been withdrawn, and the man 
who completed the oaee ie in New Orleane and 
ia going to be put aa Agent in Charge up there. 

Tbla fellow Frank ia a peaoh. 

Yeah, he' a good. 

I wae •err muoh impreaeed wi th him, and eo waa 
the Go•ernor. I mean, he'• - when you tirat 
••• hi•, JOU think, "Vell , f" whiz, who 1s · 
t hie little tellow? He oan t ltnow anrth1ng. • 

Well, the tellow'e name, I th1nlt, ia Lohn or 
Rohn or something like that ••..• 

Uh huh. 

•.• • • wbo'a coming up there now. 

Yeah. 

\ 
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?!MJr: 

B: 
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B: 
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B: 
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B: 
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And they're gi ving him a chance, and he completed 
these eo-called 0Lou1a1ana Caaet•. He'e a good 
man. 

'ilell, that's ewell. 

And the two men that were there have been taken 
sway, and we'll go through with it. 

I'm not eo eure that lt'e a good idea to take 
a way thle man Hyat t, because he hae all the 
tecta and all the background and everything 
else. He's been working on 1t ro~ rour years. 

Well, Irey wasn't aatiat1ed and Irey 1s going 
out hlmselt ·a.round the t1ret ot ~ovember. 

'llell, in a way, I hate to get cau~ht m1x1ng up 
ln this th1ng; but Anna and I won t be beck 
there until the four t eenth ot November, and it 
we could be or any help t o him , we'd like to. 

I see. Well, I'll tell h1m that . 

All rlght. Flne, Henry. And we'll be seeing 
you on Saturday. 

Good. 

All rlght, tlne. 

Thank you . 

Thank you. Good-bye. 
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'!XJr: 

Herbert 
Gaston : 

Hl!Jr: 

0 : 

HJ.lJr: 

0 : 

HBJr: 

G: 

October 16, 1941 
2:}0 p.m. 

Herbert, dld you read that memo !rom Currie 
about these •.... 

Yea . I ' ve taken c•r~ of that . 

Whe t did you do? 

Well, Currie said th~t he didn't want any 
different t reatment tor these men than the 
treet~ent we've been giving t o t he Britteh 
trainees who come over here: and we find t he 
Britith t rainees hav~ Juet been given the­
not the diplomatic oourteeiea, but Just s?me 
ordinary taoll1ta tion or their entry; and 
we're taking cere or that. Johnson ia 
writing a letter to see that they get •.... 

Have you let Currie know? 

I have let Currie know , yes . 

Thank you. 

Right. 

• 
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October 16, 1941 
3:00 p.m. 
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RE FORCED SAVINGS 

Present: 

H.Y. Jr: 

Barnard: 

H. IJ.Jr: 

Haas : 

H . ~i. Jr: 

Bell: 

H.II.Jr: 

l.!r . Bell 
l.!r. !.klrris 
J.!r . Foley 
Ur. Kades 
llr. Buffington 
J.!r. Sullivan 
!Jr. Shere 
lofr . Tarleau 
Mr. Haas -
l!r. Barnara 
Mr. Coe 
J.!r. Odegard 
11r. Kuhn 

Welli have you gone any further since I salT 
you ast? 

I haven' t . 

Who \"l!lnts to start asking llr. Barnard some 
questions? 

I guess everybody has questions. 

Well, we will start with Bell. 

I say I don ' t knoiV M!ere they held the con­
ference , but somebody in that conference ought 
to begin asking questions. 

Somebody what? 

• 
Regraded Unclassified



Bell: 

H.M. Jr : 

Bell: 

Barnard: 

II. J.I.Jr: 

Foley: 

Barnard: 

Foley: 

- 2 -

That ~:as in the conference. Haven't they 
had a conference this morning since they 
left your office? 

Not that I know of. Not wi th Barnard. 

I understood that was the purpose, after 
they l eft this conference, that they would 
get together and discuss the memorandum. 

Well, we only have had time to adjust the 
memorandum since then. 

23? 

Foley, do you want to ask some questions? 

Well, I haven't, obviously, had the chance 
to go into it very much. The thing t hat 
bothers me, Mr. Secretary, is the corporate 
end of this thing. It seems to me that i t 
would be a lot more palatable to me if the 
corporate end of it was taken off and it 
was merely this individual excess profits 
tax t hat was left standing. It seems to me 
from the point of view of our economf and 
also froo the point of view of Treasury 
financing, it might be better for the 
stockholders to get these dividends and to 
pick it u~ and bring it back into the Treas­
ury under-the individual excess profits 
proposal which is involved here. 

(Mr. Kuhn entered the conference.) 

You are getting do\'111 to the optional and 
final thing? 

Yes . Rather than have the corporations put 
it away and get it back 1Tith interest after 
the emergency is over , because in that way 
it is being saved for the corporations and 
for the stockholders. 

• 
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Barnard: 

H. lol. Jr: 

Barnard: 

Foley: 

H.W. Jr: 

Sullivan: 

238 
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That is a Talid point of view, and I think 
it would be raised br a good man7 people. 
In effect, that proposal is one of the 
Treaaur,r•s pretty direotlY contributing, 
not to the corporations, but to the people 
who are e~~~plored b7 them. The on~ strong 
argument that I think there is for it ia 
thAt the particular corporations like~ to 
be affected are the ones who would be able 
to make by this prooess a verr substantial 
dismissal compensation scheme, much more so 
than will be provided for by the rest of 
the program. Take for the ttrson maldng 
around two t housand or twen - five hundred 
dollars a year, unless this ated a long 
while, the accumulation of reserve wouldn't 
be a very large ~ of money at five per­
cent each year, whereas the COIIp&nl that 
could set up a dismissal co,ensation pro­
gram, one that wr. Foley is alking about, 
the amount would be very much larger. But 
I think the question he raised is quite open 
to debate. It is in my own mind as well. 
And it isn't essential to the rest of the 
plan either. 

But don't throw it out light!¥. 

No, I don't. I am for it, but I don't waat 
to suggest that I don't see that point of 
view. There is a real question there. 

Well, it is just an observation of mine. 

Well, am I asking you people too soon? I 
mean, it you haven't had a:ny chance to meet 
before, would you rather read the memorandum 
and - are you reedy, John? 

No, I don't think I am ready, sir, and I 
think that we could use your time more. 
profitab~ after we have had time to discuss 

• \' 
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this among ourselves. I hadn't seen the 
memorandum until after thia morning' s meet­
ing, and it is quite a mouthfUl to chew. 

Well, does evecybody feel that wq? 

I think there are a few questions that I 
would like to raise at this time. That is, 
I notice some difference in the philosophy 
of the tax proposed here and the ones, say, 
that Keynes raised in his forced savings 
pl an in that he restricted it to the low 
income cl asses, whereas this one runs all 
the WSf up the ~t of the scale . tlow, 

239 

there ia a poss1bilit,y that a withholding 
tax that covers all the income classes might 
r esult in a considerable tax relief to the 
middle and the upper income classes if, 
because you had your five percent flat t ax, 
it should turn out that by reason of that 
you would have a less progressive syst em, 
than you otherwise would have had without 
it, then during t he emergency period these 
middle and upper income classes would be 
taxed less than they otherwise would have 
been. Then when you get into the post 
energency period, if the tax system main-
tains ita progressive character during the 
depression period or in.creases its progressivi ty, 
then there is no inequitable tax rel ief given 
t o the middle and the upper income classes, 
but if, on the other hand, you should reduce 
your tax rates on the high and middle classes 
first and your system become less progressive, 
then they may benefit during the post emer­
gency period as well as during the emerg~ncy 
per iod so that it may be that the restrlc­
tions ~f the forced savings, the flat five 
percent forced saving o: ten, whatever. the 
percent is, to the low 1noome classes lS 

desirable. 

• 

. 
• 
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H.M.Jr : 

Barnard: 

H. I.!.Jr: 

Barnard : 

H. !J. Jr : 

Barnard: 

H. lJ. Jr: 

Barnard: 

ll .M. Jr : 

- 5 -
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Well, I t hink this : I really didn't realize 
that - I set aside this hour. I don't 
~ant to go through the elementary stages. 
1V'ny can't they spend this hour with you 
(Barnard) in your offioe or Bell' s office, 
and then keep at it, and I will set aside 
el even o'clock Uonday morning. By that 
time we ought to be ready to zo somewhere . 
If these people tell you they are busy don't 
listen to them. ' 

All right . 

If they don't give it enou~ time, we will 
just leave them out, that lS all . You and 
I will go ahead, see , but they have got 
from now until eleven o' clock Uonday . 

'lie wouldn ' t want to get out on a limb that 
way, would we? 

Well, we will shove off in a boat, and we 
will leave them on the shore . 

',Ve had better get them in. 

All right , it suits me, but I am serving 
notice on them. But by eleven o' clock ~nday, 
everybody oubht to have had a chance to look 
at the thing, and these various staffs and 
give us kind of an estimate, plus or minus, 
and so for th and so on. I th1nk there are 
plenty of people around here . I think we will 
do it that way. 

Shall we go do1111 to lr!J' office? There is a 
big table there and it is a big office. 

All r ight, thank you. 
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While this is marked "Draf t " it was actually 

the reading copy which the Secretary used in tele­

phoning this message to the Conve~tion at 4:32 pm, 

October 16th, from his deek in the Treasury, 
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• 

• 
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DIW'T OF 242 
SiCRET.&.RY llORG!lmi1U' S BRO.lDClST 

'fO TIIB 
46th !JOOJ.lL COHVE!ftiOif 

OF TIIB 
NlTIONAL ASSOCllTIOM OF INSURANCE AGENTS 

KANSlS CITY, lilSSOURI, OCTOBER 16, 1941 

I am ver;y happ;y to be able to express to ;you 

Tiff personal thanks and those o! ;your Goverlllllent !or 

;your pledge of all-out participation in the Treasur;y 

Department's payroll allotaent plan !or the purchase 

of Defenae Savings Bonds and Stamps. 

After five months of our Defense Savings effort 

I feel t hat the most illportant thing for us to do~ 

ia to spread the idea o! a;ystema tic, regular savings 

among millions who are earning more todar than ever 

before. We need to enlist current income and current 

savings . We need to draw of! a large part of the 

increase in purchasing power which has been produced 

b7 our Defense program. In this effort rour help can 

be invaluable. 
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!he ,.,..u allot.eat 14oa •• noh 1a 110t -

to JOU. For •IV' 7oaro JOU u4 JOV a&oa.h han aproacl 

&lid nluo JOUl' jua,.at. You bow fr• JOV CIWil 

nporle110e that qote•Uo ••Tille h tho -t clepollll· 

able -., for •IV' oitlsea to proteot biaaelt agaiaat aa 

UIIOortaia future. 

You alao Jmow, aa iaava110e u11., that the bub 

of &JV' ao11Di iaauraaoo prograa h tha goocl will u4 

1UIIlorat&J14ia& of JOV olieata. 'J.')aat ia true ill grovp 

iaava110e, u4 it b jut aa tl'UI ill the Defeue Sarlag• 

prograa allll ill the D&tioD&l clef til" effort &eaerallJ. 

'l'he wrioan people will rupoacl to tha dnuda of tbl 

dofeaoe prograa if tbl7 lmow the purp01e1 of aatioll&l 

clefouo. fll87 will bear tbl burieu of higher tu .. 

. 1-:'" • .... 
~ .. • • f • 

; , .... : ' \, .... 
I ~ •' :..i- ..,.,.. 

-liL ........ ·. ·• ' 
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&114 v•ater ...... b& •• ud bear thea ohttrhllT .. 

w1111D&lT, 1t thor UDdnatallll that the at burieu 

are the pr1ot of aeour1tr aD4 freedaa. 

It 11 111poaa1ble to h1gh·preuure th .. into auoh 

an underatalldl.ng. !he job can onlT bt do111 b7 patient 

effort, b7 telliDg thea tho f acta allll b7 eaphaai&ing 

the ~~eed. 

Froa what I han aaid rou will undentand wbJ the 

TraaaU1'7 11 conduotiDg ita Deftnae SaTing• prograa 011 

a Toluntarr baah, without cotroion of azq kind. You 

will UDderatallll wbJ we approached tho great labor 

or~aat1ou at tho Tt1'7 atart of C!UI' pqroll f:llot­

aent plan, and wb( we wert able to get their whole­

hearted endoratatnt alld aupport. Wa now haTe their 

appronl 111 principle, expreaatd to ua in acorta of 
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reeolutloaa that haTe naohe4 tb& treaear,r • 
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~ •. ,, .. ., 
11 

ban the taqlble eupport of labor, expnuea 1a lup 

lnnet..nt. of 'IIDlon flllllle 1a Defeaae Bolllle. 

The job that fao .. all of ue IIOW, hownu, 1a to 

traaalate thh goocl•will lato qetaatlo, week bf week 

enlq. You ••t, iD. 10v dallT work, .... &1111 w-n 

of IIOd .. t and ·lUll laooua. You ... t •IIJ people 

who•• pt.f enTtlopea are fatter now than th•T were before 

the defeuee pl'Ogl'&a began. You O&D bt of t.alaat help 

1a ahowlJIC to thlae people tht uaed of 111teaatlo I&Tlac 

fol' thtll' 01IJl good &Dil thtll' OODti'J' I goocl. 

!!tel' all, thla le not a oh&l'lt7 to whloh we are 

aaklug .. u a:llll wo .. n to oontrlbute. Ddenu Bo:lllla allll 

Stupe ue the b11t lunataent &IIJOill oan aab. Kor• 

thaD that, thaT are a alreot aathod of keeping prloea 
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clOIIIl &1111 bepbg th. eYila of Wlatlon frca our ~ •• 

EYerrone who OWILI a Defeaae Bollll, 110reonr, haa a raaern 

for a raU, clq. For all thue reaaoaa, •• ou 'n a)) 

luau~ aq to the .berlcu people that tba11 Defe1111 

Bollll• are rock-aolicl 11curit7 for the future. 

But there h 0111 110re arguaent which, to rq ai.D4, 

1a onrwbeW~~g ln ita truth u~ lh iaportance for enrr 

J.llerioan. We are asking our people to lencl their aninga 

for the greatest bleaaing of all, the aafttT ancl freedaa 

of theae United States. 

OUr natioD&l defeaae prograa 11, after all, a utloll&l 

inaurance polic7. Ita objeot h to euure the preaerntlon I 
of all th. nlwa that -.Itt our Dlriou wq of life worth 

lblng. I bellan that aillioaa upon ailllou of Mn 

&1111 •-n alreaq 111 it 1n tbia light, &D4 I aa confident 

• \ 
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that thef will reapoal. 

I onq wilh that I ooulcl 'be with JOU 1ll Iauaa 

Cit, to tell JOU how .uch I appreciate what JOU are 

cloi.Dg, IJicl what JOU are about to ao, to help 1ll thh 

D&tloD&l effort. Fra _, cluk lllWuhington I can 

onq aq thank JOU agalll, allill goocl luok in JOV 

tncltiTOrlo --

/ 
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I!MJr I 

Open tor: 

HHJr: 

James V, 
Forrestal: 

IIMJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

!D~Jr: 

F': 

HY.Jr: 

F: 

IO!Jr: 

F: 

Hello. 

Mr. Forrestal. 

Hello. 

Henry. 

Tallt1ng. 

October 16, 1941 
4:40 p ••• 

Your broadcast d1dn' t last long . 

(Laughs) F1ve m1nutes. 

Do you and Mrs. Morgenthau want to go to 
the Cornell game over 1n Annapol1e - over 
1n Balt1more Saturday? 

Well, thanks terr1bly; but she 1 s leav1ng on 
the m1dn1ght !or Dutoheu County and I'm 
leav1ng arter l unoh tomorrow. 

Oltay. 

I ' d love to some ot her t1me. 

\fell , we'll do 1t aga1n. 

It 70u would. 

All r1ght , Henr)'. 

Th4nlt you. 

Good-bye. 

, .. 
I • 1,.,..: • ' 

• . t. ~ ;~1 -. 
~ ... ~!:~ (• 
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RrO 7/8 Percent Notes Maturing on Mo?ember 1, 1~1 

Amount OWned on August 31, 19~1 by the fventy-Fi?e 
Largest Holders Reporting to the 'lreasur;r 
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(In millions or dollars) 

Guaranty Truat Co.L New York
6 N. Y • ••••••••• • •••• • 

Metropolitan Li te Insurance o. , New York,N.Y ••• • 
J.P. Morgan & Co., Inc., New York, N. Y • •••• ...• 
First National Bank of Chicago, Chicago,Ill •• •.•• 
The Northern Trust Co., Chicago, Ill •••••• ••• • •.• 

Irving Trust Co., New York, N.Y ••••••..•••.•••..• 
Bank ot the ~~ttan Co., Nev York, N.Y •.•.• • •• • 
American Motori sts Ins. Co., Chicago, Ill •••••••• 
National gity Bank, Nev York, N.Y •••••••••••••••• 
National o.nk of Detroit, Detroit, Mlcb .......... 

French American Banking Corp., Nev York, N.Y •• ••• 
Penn Mutual Lite Ins. Co. , Ph1ladelpbia,Pa ....... 
State Bank ot Albany, Alba.ny, N. Y •••••••••••••.•• 
Maryland Casualt y Co. , Baltimore, l(d .. .. .. ...... . 
The New York Trust Co. , New York, N. Y •••••••.••.• 

The Cleveland Trust Co., Cleveland , Ohio ••••• • ••. 
City National Bank & Trust Co., Chicago , Ill •••.• 
Bayonne Trust Co., l;!ayonne , N. J ................ . . 
Bankers Trust Co. , New YorkL N.Y •• • ••••••...••. . • 
Union Planters Natl. Bk. & '!'r. Co., Helll!)hls,Tenn. 

Uni on Natl. Bank, Houston, Texas ••••••••••....• • • 
Brown Bros. Harriman & Co., New YorkL N. Y ••••• • •• 
Emigrant Industrial Savings Bk1• Nev xork1. N.Y •••• 
Marina Midland Tr. Co. ot Nev xork, New xork,N.Y. 
Bank ot New York, New York, N.Y •••••••••.•••••••• 

Sb Q • 
21:6 ., 
16. o--<JAif ID 
15.0 
11. 0 

10.0 / 
10.0-" 
9. ) 
9.0--
6. 7 
;.4 
5. 0 
J.O 
J.O 
2. 5 

2. 3 
2. 2 
2. 0 
1. 3 
1.2 

1.2 
1,2 
1.2 
1.0 

__bQ 

Total amount owned by 25 largest holders ••...• • ~ 

Total aoount outstanding •.•••••••••.••••••••••..• ~ 

Percent of total owned by 25 largest holders.. .. . 76.2~ 

Ottlce of the Secretary or the Treasury, 
Division of Research and Statistics. 

• 

October l b, 1941 

Regraded Unclassified



STRICTLY CONFIDENTIAl 
CCC l Peroent lotee Katurina on lo'f•ber 15, 1~1 250 
Aaount Owned on Auguet 31L l~l b7 tbe !vent7-f1Ye 

L&rgeet Soldera Report~ to the tr .. •VT 
(In ailliona ot dollare) 

National Oit7 Bank Rev Yor k I ,Y •••• ••• • ••••• • 
Irving !ruat Co., Hew York, i.Y •. •• ••• •. . .....• 
f1rat National Bank, New York, N.Y •• • • •• •••••• • 
J . P. Morgan 6 Oo. , Inc . , Rev York, N. Y • ••••• •• 
National Bank ot Detroit, Detroit, Xioh ••••• •• • 

\'he CleYeland 'l'ruet Co., Olenland, Oh1o .... . .. 
Kanutaotu.rere llatl, Bank, Detroit, Kioh ....... . 
Firat National Bank ot Oh1c8lJI, Ob.loago m .. , 
J'1rat National Bank ot Boaton, Boaton, '-••···· 
J'1rat 1Cat1onal Bank, Bhrneport, La .... .... .. .. 

\'he lor them \'rue t Co., Ob.loago, nl .......... . 
Cit7 llatl , Bk. 6 !r. Co,, Ch1oago, Ill ••••• •• •• 
J'idelit7 Union \'ruat Co,, Rewark, N.J •••••••••• 
Bankers !rust Co. , Rev York, H.Y •••••••.••• • ••• 
Caa4en !ru.t Co., Camden, H. J • •••• ••••. ••••••• • 

Toledo fruet Co. 1 Toledo, Ohio • •• ••••••••••••• • 
Bank ot . North D~ota1 Biamarok, N.D •••••••••• •• 
Northveatern Natl . B~. 6 Tr. Co., Xinneapolia • • 
Publio Natl. Bk, 6 !r. Co, ot N. Y~_Nav York •• 
Aaerioan Kotoriata Ine.ranoe Co. , on1oago,Ill •• 

\'he Detroit Bank, Detroit, Kioh ••••••••••..•••• 
Marine Midland Tr, Co. of N.Y.L Nav York, N.Y •• 
N. Y. Lite Inauranoe Co. , New xork, N.Y • • • • •• • • 
Ooameroe truat Co., l&naaa Cit71 Mo •••••••••••. 
! he New York fruet Co., New Yor~, N.Y •••••••••• 

!otal UIOUDt owned b7 25 la.rgeat holden • ••• • 

!ota1 amount outatand1ng •• • •..• • ••••••••••••• • • 

Percent ot total owned b7 25 largeat holdera •.• 

4.0 
3.8 
3.5 
3.0 
3.0 

2. 5 
2,2 
2.0 
2.0 
2 , 0 

2,0 
1,8 
1. 6 
1.6 
~ 

ll7. 6 

204.2 -== 

off!Oe ot the Seor etarT of the freaaVT, 
Di'fiaion of Reaearoh and 8tat1etioa • Ootober 16, 1~1 

• ' Regraded Unclassified



STRICTLY CONFIDENTIAL 
USBI. 1,4 Peroent .,he Matur1ft& on •o•eeer 1 , 1941 

Mlount Owned on ~et 31, 1941 'b7 the fvent7-F1Ye 
Largeet Bolden Report1ng to the !re&I\U'7 

(In a1ll1one of dollare) 

Cbaee National Bank, New York, N,Y ••• • •• • •••••• • 
First National Bank, Rev York, J.Y •• • •••••• • •••• 
J.P. Morgan 6 Co. , Ino., New York1 N,Y, ••••••• • 
Union !r, Co. of Pitteburgh Pitteourlb Pa •••• • 
Bank of the Manhattan Oo,, iew York, R,t •••••• •• 
Firat Matl, Bank of Boeton1 Boston, Xaee •••••• • • 
Banker• !ruat Co. , Rev Yor~, I.Y ••••• • • • •••••••• 
Brown Broe. Barriaan a. Co., Jew YorkL N. I ••• •• • , 
!he OleTel&Dd !ru~t Co., Clenl&Dd, uh1o, ••• •••• 
Rational Bank of etroit, Detroit, X1oh ••••••••• 

FidelitJ Union !rust Co. , New-Ik• N. J •• • •••• •• •• 
SeouritJ-First Hatl. Bk., Loa ngelee, ualif •••• 
Anglo-Cal1torn1a Rat:!,. Bk., San l'ranoiloo Calit. 
Penn Mutual Lite Ina. Co. L. ~h1ladelpll1a, h ..... 
Oh1oago Title & Tr, Co. , Un4oago, r11 •••• ••• •••• 

Union Natl . Bank, New Brighton, Pa •••• •• •.•••• • • 
Phoenix State Bk. a. Tr. Co, , Hartford, Conn ••••• 
R. I, Hoapital Trust Co. , Pro•idenoe, R. I ••• • • • 
First Rational Bank, Lou.ieTille, lJ •..........• • 
Bank of North Dakota, Biamarok, N.D ••••••• • •••• 

National CitJ Bank, Cleveland, Ohio •• • •••• • ••• •• 
Peoplee-Pitteburgh Tr. Co., P1tteburgh, Pa • •.••• 
rarmere Depoeit Ratl. Bk., Pittaburgb, Pa •••••• • 
!he SaT1nga Bank ot Ba1t1.are, Ba1t1•ore, Md .. .. 
National Union Bk. ot A8erioa, Pateraon, N.J •• •• 

Total a.aunt owned bJ 25 largeat holdere • ••••• 

Total aaount out a tanding • ••••• • . •••··•·•••· • •••• 

Peroent of total owned b7 25 largeat holdera ••• • 

2.0 
l,S 
1.0 
.9 .s 
.6 
. 6 
.6 
. 6 
·5 
. 5 
. 5 

:~ 
.4 

.4 

.4 

.11-

.4 
_.J. 

..1i:i 
112.1 = 
71.0~ 
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oftloe of the 8eoretar1 of the freaau.rr, 
D1Tia1on of Researoh and Statietioe. 

Ootober 16, 1941 

• Regraded Unclassified



l .2 , I 

Just previous to doing the mail, the Sec­
. • tary had~. Kur~ in , ~a. Klotz and Miss 
~hauncer also present, he told Kuhn that 
he had phoned Stoessel he would send him the 
Deems Taylor material as he was not satisfied. 
Kuhn ur~ed the Secretary not to do so as it 
was bi~h-handed and rude. After some discus­
sion the Secr etary arreed that Kuh~ was ri~ht . 
This note to Kur~ was intended t o be a face t iot 
refe rence to their conference . 

• 

• 

Regraded Unclassified
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T;Ht SECRETARY OF' TH£ T"CA8Ufii.Y 

WAaHI HGTOH 

October 16, 1941 

Dear Doctor Farrand: 

Thia ia just to tell you that 
I did aee your letter of October llth 
and that I am sorry that two copiu 
of =J letter were aent to you in error. 

I am also sorry that you feel as 
you do about receiTing auch lettera 
from me. I shall see that no more are 
sent to you in the future . 

Sincerely, 

• 

/ 

Regraded Unclassified



ocr u J9.4t 

........ l 

.. •~t 2 • U.. att+s' tMla laM• 

.., .... w .. .,.. Ia .......... 

.. .. ...... Ia A D) a 

.. ta rlM'• .... .u. ef ..... 

Wt •• f/6 ~· \Jiet IMir et alA ilaw ._ 

" au w ... ~ ,.. s. .w.u • ., 
.. ,.w ,.... ... ~ ...... . 

All ... le"-tt ..-1 .... a\ U.. 'h tL I 

.... , '-' u. !'oR cwn.e ..,.. '• tdll• 

S. •"" a w\1 1 eftlft \o sqp 1 n tM 

•• 
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(I""') 1, .. ,..,._._, Ire 

.., .11--7 ;/.'•• 
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BKLP YOUR COUNTRY 

Buy a 25 oent Detenae Sninga Stamp at your Banl< or Poet Office NOW, 
and mail it to tbe peraon whose nua appears at the IDp or thta Hat. 

make fi•• oopiea ot thie letter, leaYing ott the top n&IIIO, and adding 
your own n ... at the bott0111. Send or ghe a copJ to five persona 
WIIO WILL IEBP THE CHAIN GOING. 

In t bia wa7 J OU will help your country and J oureelt . Bnry Defense 
stamp purohaaed 1a a atop 1n the preaer.ation o r our liberty. 

It the chain 1a not broken, 7~ abould rece i •e ~781 .25 1n Defense 
~avinga Sta..,a . 

)~s . Hazel Howard ••••••• 527 Fifth Avenue •• •• •••• New York Cit7 

):isa Clare .Elliott •••• •• 527 Fifth Avenue • • • ••••• New York Ci ty 

¥1as DorotbJ Reindel •••• • Hotel Barbizon, Lexington Ave. at 63rd , N.Y.C. 

Mrs . Harold G. Richarda •• se Weed H1ll •••• spr1ngdale , Conn. 

llrs . Albert w. Neely • • •• • • 143 Coleman St • •• •• Bridgeport , Conn. 

'I'!IE ONLY TYPE OP 0:1 :.DI LETTER ·,.a iCil HAS THE API'ROVAL OF THE 

UNITED STATES GOV ~RNI.!EilT 

• Regraded Unclassified



Ootober la, leG 

Dear Jolma 

I .. lnoloaln& b•rewlth a 

procren report oa ov DetuM 

Suln&a Pro&raa in Ore&OD u4 

Wuhln&toa. 

Mr. Jolla BMtti,.r, 

fila lhlta lou•. 

257 

; ?·e . 

• 
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T REASURY DEPART MENT 

W.u.ilN~ 

October 15, lSll. 

l!Eil01UNDUll FOR THE SECRETARY: 

Re : Progress in Waabln2ton &Dd Oregon 
on the Defense Savfnga Progrm. 

I attach memoranda from the Defense Savings 

Staff which give some of the more important de­

tails of our organization and work on the Defense 

Savings Program in these two States. 

258 

I att ach also a statement showing per capita 

aalea of Series E Bonds by States during the period 

from Jd.q 1 to August 31, i nolus ive. You. will note 

that in this comparison, Oregon stande No. 3 and 

Washington No. 8, 

GRAVES. 

• Regraded Unclassified



WASBIIkliUI 

1101 Pliual llulld1Jtc 
S..ttl., Wuhbgt on 

CB!DMAI, STATE COIIIIftU • loel lo PIM'la (Spok'llt ) 

259 

STA'fB .lllVIJIISTR.l!Oil • s.al. lllu (Collector ot Cuat-) 

DIPU'l'T AJIIIIISTR.lTOJt • ... Co !o 1Airl1 
larl X. llllllarU (Cuat- Arellt ) 

lltDIBIIl OF Ml!XBIRS Olf S'U'l'l C<JIIII'l"l'll • U ( COtlplete) 

CXWWU'l'IOI llEE'.I'IltG HELD • .btcut e: 1iG 

BmaliR OF LOC!L COIIUHUS ClW.A!i iZID • all (eo.plete) 

CB!Il!)Wft IIIG COUI!T COIIUHU • D1etr1th Solllllta 
I'Nddct . Wuhl~~gton ~*&hal 

S&Ylngalllnk 
Set ttl. 

Jotur 

Wlth all natloaal le..Stl'a 1a thlt state ooopereti~~& ua all 

covaUu orpni..al .A4a1nl•trator Bau1 u of lleDI1t.r of thl1 wet. 

uoxpaale4 b7 lar L lllob&Na, Joel &. Perrll, ad llr. x-ta, 
•tartea oa a !ltat....ta. tov to nN7 c0111lt7 llbtre, b7 pi'MI'NIIp­

...t, pllblle pther1DCI will be ad4Niulo 

Spln.U4 oooprat1011 h be1DC obtalu4 fraa all -parr ID4 

ra41o faoWU••• 81.1 IIIID4n4 oarrlera ot the Seattle Poe 

Iatell11eno4r llan put.a out Datl!lle Sa1'1DCI Uteratlll'e to e1'fl'7 

bauebol4 1a Seattle. 

0.... two thout&D4 aehool ohlla.. ban boadlt boiiU •lace the 

opn'nc of eehool 1a S.ttle, followlug the aoliool plan Laaunrat.a 

bJ the 141ao&UOII&l. eo-itt... !be aohOol children 1a- oH7.,.. 

COllie without aodu OM a.., a 1INk 1114 are bvJlDc Da!l!lle Stapa 

with the ~ .. ..a. 
Labor 11 oooperaUDC apleD41dl7 t hro\l&hout all ot the unlOiliJ 

P1f roll allot.ent p1aaa .,.. belDC lnatall.a thrOilcb the aothe 

• 
' 

! 

Regraded Unclassified
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'UICII 

101 aat lthU •n•tac rwu.a, Olepa 

CB&DII&I, ann r;wnu • ,... lllrt 
1!'&!1 AIIIUIJSft&!CI • N a. O..le 

DIPU!t mlliUTU!Q& • Gterp 1. O.UNJ 

MIOCI.l!l .&IIIIJlSTU!Q& • 111-. a. C..., 

JUdD 01 IIIDDS CJI IU!I CU&IHU • ~ lc:.plete) 

~IU!ICJI DITDIO DLD • .,_, '• 1N1 

JUDI1 ~ LOC!L oo.mDI • II Mit ot 18 

261 

CB.llmal, IIIL!IICJI&I COUI'l'T (Pwtlul) • .... 14 w.,..n 
1114 ... u...t Utb !,_. 
Pwtlllill . 

JOrDt 

Wltb tile •t...t •IIPP~ ot Ill State leaclen u4 a4er the a\11 
l.Mhr&lp ot CUlnu Mit u4 .w.labbator Ouble, Orecoa 11 
celac -... la t 1M •trll. 

m OPec• buta llan plltl .. u 11111iac apllhe 

1111....,.. .,.. Mlllc ...a erteul wlJ' tUftcbnt the State te 
.U atteau .. te tbl procr 

lulea r M4 G ..... llan Mea ,.,..... \1 till Onpa State 
~~,,.. at r .. '" i•w~rtac t.a. 

~·· JIV'h"" ~ llptoaMr 1 brlh ''"I'll eceu111 .,_,,aoo ~ ot Dot .... k•bc• a.~~,. u4 lh plaa for IMl• 
tl..al ,........,, 11 a """ fer tla• JJvru ••t• 

ftM .,_,.,.... t~t 0ncta UYI Mia .. t eoo:rntlft 
M4 wltb till nnert tllal 11 "!:J'"" liJ tbl Nab till State tile w .... 81-rlic• Jl'll ... l• lac .. t ... atenetlac t~a ...... 
ot ,..,u. 

• Regraded Unclassified
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263 CONFIDENTIAL 

UI'I!ID ftA9S IIAlUOS BOlDS 

Oo~atl?e Stat ... nt ot Salee Durlac 

J1ret Thirteen Buelneee DaT• ot ~et, Sept .. ber, aad October, 1941 

(Aacui l.o15, hpt..ber l.ol6, October l.o15) 
Oa :Buh ot heu.e Prloe 

Serieo • - Poot Ottlcee 
Serito Z - :lanka 

Seri11 I - !otal 
Striet l - Banko 
Stri.. G - :lanka 

!oial 

I 
I 

October 

• 21,0211 
39.020 

6o,o49 
11,37a 
63. 13 

.1J!.h~~~~ 

(.Uio'IUih in tbouaade ot 4o1lue) 

Sal .. I Jaonnt ot Increaee 
!!r Decraaee ~-l 

I October 1 llept .. ber 
Sephaber 1 

~·-
onr I o·ru 

I 1 Sept .. ber I .!.ynot 

• 20,1115 • 22,371 • 213 -· 1,556 
14.458 112.625 4.162 - 7.761 

55. 673 64,996 4.376 - 9,323 
11,990 12,050 2, 385 - 3.o6o 

'58. 262 14.696 4 .1172 - 16, 434 

$Jgg,~2~ $1~11 IIi2 .11,634 -$28,8111 

ottice ot the S.cre\&1'7 ot the !re&nlT, Dhidoa ot ll .. earch aa4 SiaUeUce. 

I Percentace ot Increaoe 
or Decreue ~-l 

I October 1 llept .. ber 
onr I OTU 

I Swt•ber 1 .!!!p..oi 

1.~ - 7.~ 
!hi - 111. 2 

7.9 - 14.3 
26. 5 - 25.4 
M - 22.0 

~ - 19.~ 

October 1&, 1941, 

Source: .AJ.1 ttcaree are depodh vi\h the !rea.urer ot the United Stat .. oa acconnt ot proceed• ot 

eal .. ot Unl ted Stain SaTiace :Bonde • 
.!iota: J1carn ha?e been rOUII4ed to neareei \houaaad aa4 will net necnear117 add to iotale, 

' 
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1'••' Offloo 

!Ia*• loU kl•• 
Iorio• .I Iori• .I 

Oo\o'bor 19U 

1 • 1,~ • 3.Ge 
2 1,170 2,716 

~ 
2,150 3.299 
1,270 1,696 

' 3.11119 ~.771 

7 1,207 2,m 
I 1,363 ~·6 
9 1,651 .270 

10 1,1195 3.672 
u 1,291 2,11oo 

~~ 2,~5 3·'" 
1,022 

15 J! 2.1~ 

!o\al • 21 021 • 39.020 

Jlalq W..o = O.M~ 19111 
Oa lluia fd Io- hiae 

(Ia »-••·" of talluo) 

luk loU w... 

Iori•• 1' krl•• • !o'-1 

• 1,216 • 1,271 • 12,511 
167 ~.3M 7.917 

1,1165 6,~ 10,687 
612 6, 1,707 

1,~ 9.216 15.501 
571 2,913 '·* 121 3,6U S,lo6 
903 3.~ •.ur ,., ~,272 9.933 
632 .09. 7.129 

1,~ ~.,., 9.77• = l~ a~~ 
tu.m • 63,1~ *"n.co 

CONFIDENTIAL 

jll. load. kl. .. 

Iori .. .I hJ1.•• 1' Iori ... !oW 

• ~.~19 • 1,l!t6 • •• 271 ·"·= ~.= 167 ~.- g, ,, 1,o6, 6,~ 12,137 
2,96' 61! 6, 9.971 

1,226 1,~ 9.216 11,956 
3,102 572 2,913 7o21f 
5.037 121 3,6U 9.1169 
5.~ 903 3.~ 10.~79 

5.167 ,., 
~·272 U,llzl 

'·* 632 .091 1,11211 

6,1)9 1,~ 

:·FJ 
12.~3 

!~~ ~! ~~~ 

* 6o.ollrl •u.m • 6~ 1~ n~.'l'5& 

· ottioo fd U. looro fd U. !Huu7, Dln•loa of .. _. u4 1\oUoUoe. 
ono'bor 16, 19111. 

lovool jll. ficllro• an a.pooi\o wl\ll \Ill !rMftl'er of \Ill 'Chdhd. ha\11 oa aoOO'CIIl\ of proo .. a. ot oal11 of 

Vane& 1\awo I&Tiap Jew. 
lo\11 l'lcve• llan 11ooa r_.... \o _.,, \lln.NII4 u4 w1U ao\ uc .. oarllT .U. '' \o*olo. 

Regraded Unclassified
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To IIISS CH/.WCEY 
,...,.- IIR. BA!Ul!RO - 266 

TMENT 
FOR -oy; SEaiETARY'S filES. 

OAT& -<>ctober 16, 191.1 

To Secretl~ Morgentbau 

,,.0 ,. ~~r. Cheater I . Barnard 

Reported verbally to the Secretary that ltr. L'ack and others had 

a eon!er encc with lr. Stettinius on October 15th, as a result 

ot which the delays whi ch are being encountered on release of 

funds to cover requi s itions hao beer. re<"crted. The prl.:ary 

eource o! the dell\y ""s the desire of t he Brl.tish Purchasing 

Cor.mission to rescrutinize requisitions in vi~ of the small 

balance of appropriation left, so as t o concentrate on the ~est 

important items. It is reported that th e President has r eleased 

the r emaining 5% of ou t s tanding apnropriations . The matter is 

entirely cleared up for the pre sent ""' so far as it can be 

until the next Lend- l.ea se approprution bill is passed. 

J!!-
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TREASURY DEPARTMENT 

1Nn:lt.OI"''1CIE COMMUNICATION 

OATK Ocrtober 1.6, l M l 

FROM air • Jaaua 

RUIOD Beteta , aooor41J>t!; "W, t» lloxioe n llobeal)', ia 1!D4ar•oretury or J'iDADoe 

ot the llen"an GoYa..,..nt and a -ber or the Board or mra otara at th.a Bolli< ot 

11u1eo. ODder tM O&r4anaa ~ be na t1D4erMaretU7 ot forelgll .t.rraira &114 

wee larpl:r re~~»C>DIIi bla tor tbe oU a:zproprtatlon pr<l&I'IUI or the lloXiean OoYam­

" ""'• beD411Jl& all tha DIISOt1atloD8 eitb the t1D1ta d Statu ~ata ~. 

Be 1a a l81JTar, waa -ted 1D tM t1D1,..rau:r ot Taxaa, 1• a protuaor at t ha 

t1D1Tar a1t:r ot lloXi.,o, aD4 ta ODe ot the outoten41118 ]lllbl.io tlguraa UIOII8 tha 

70~ar men 1D lloXioan lite (he wu born 1D 1901 ) . 

NaTal IntallJ&anoa report& that Hilda Kruger •ta reported to be the miatreu 

at 111guol .U..aD, S.oretar:r ot Gon~t 1D lloxioo , and caroi.a .. great 1Dtluenee 

OTer hill..... Bar preMDt rea14•c• 1a rwporte4 to l>a an elaborate aatal>U..-..t 

1D tha COloDJ.a ~. lloXico Cit)', al.ntailllld l>7 AlueD.• AlaMn 1a SeoratU7 Of 

t ba Intartor in the c-oho Cel>lllllt aD4 wu -pr ot CeMoho' • -.ce .. atul •--

pllip 1br Prae14•t of Menco. I a ettaohi"S the OKI report. 

&De. l 

• Regraded Unclassified
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GO!!! .P'2UAII 

~ BY 'Ill& llnULIQaHCZ DIVIaiOH 
OI'Pic:& 0. CHID' C. !'CAVAL OPalAT10N8 

!'CAVY-~ 

INTELLIGENCE REPORT 
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ppexpgrw, 

IMCifOOIW'Il Oll UlLOA IIIUG::J! l!UeLOs!:!. S11Z 18 G~Jru.l.)j .AGl:ll1' Ill !tiXIGO, 
UCI!ilCJSUG lHIIZmiC:: 0'11!11 1lll'Ollf4l!'! OJPJOIAL . OllflL;) l'I!OllAJloT !ill B:!WGQ! 
~0 \lllU:~J) l!U'l'tS II' DSSIUIJ 20 ~AIJJ Hl!ll 111~'0 C~lll'. 

- ·- --- ----- ---- -- -------- -- --~---·-------
2U ac:loaml rt>o\ou•-l'h 1a of ltaUiorUa I~ l[/;ljOfi, 

& o ....... IIO'I'iq Jich>'a _...,..,. • ..,. r ul41Jot b t m oo Ci \7, Sb 
ha:o ~ ..-rod 1a ~ ?>YI tc lllrro He,, tbo 011a~eu o:t liU:U.., 
or Go\ l>llh, IUid G FO~"''· ueo...U.. h la!oru.Uoa tros a ..,....,. 
bolLGTod t o 1>o r oU&l>h, al>$ h ropono! "' be lllo a1ol,..u or 
111~1 .Al.D'Ail, korotcr,r o:t C•nlUOO<>t b llold.co oad to mrenta~ 
srnt bfl-• onr !WI, Sl>e »u b .. o -uonod 1a ....,.....,,. 
n p.1r\o hoe Y<>riou 110'1\l"cn && a 11M1 - '· au ool!.t l" f! po:rtio­
talar~.¥ wUll 6DY........,..t ot!1e1ah 1R llt::l.oo, 

It h o ollon4 $1tn~ u v o'J.l.d be poool blo tc brills tor. tc 
$Ito UAiloa Sta\oo 11 i t vera 4o ~lr.U ~o lo~ hor lulc ~•tod~. 

Uar })J'ee•' r t-o14oo.tut 11 J"'')»l"~t4 '\o ba m alt.bal~tc 
tt\41>11•-· 1a ' "- lloh.:>J.a. i!oaa i ll l.iqJ:I.co our. r..el nt tdllod by 
.IJ.Ct/oll, ltoJo hlo)'llo.,. noo)oll 1 ' npo•"e4 h ~o J -0063. 

r~~ -.,- ............................ -................................... -.-· .. ········· ........................................ - ... - .. 
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FOUR ENGINE BOMBERS INCLUDED IN AIRPLANE DELIVERI.EB 
July, August and September, 1941 

Company, olaee or 
purohaaer and model July August September Total 

Consolidated Airorart 

u.s.~ B-2~ 
U. S.NaTY PB2Y 
Br1t1eh B-24 

Corporation: 

He&Ty Bomber ••• • •• 
Flying Boat • •••••• 
Heavy Bomber • • • •• • 

1 
1 

Total.. . .. . . . . . . . . . . . . . . . . . . . . . . . . . . 2 

Boeing Aircraft Company: 
U.S.Army B-17E Fly1ng Fortress.. -
Total del1ver1ea ot tour engine 

boiDbers . • . . . . • . . • . . . . . . . • • • . . . . . • . . 2 

Ott ice ot t he Secretary of the Treasury, 
D1T1e1on or Reeearoh and 8tat1et1oe • 

-

1 
1 

!.2. ll ~6 

19 27 lj.g 

- _,2 _,2 -
li E ~ 

October 16, 1941 
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• • 

DJ:LIVJ:Ria or !'AlliS 

Jul.:r, .&Iague t &114 8ep teaber, 1941 

. . 
: JULY . . 

lle4.1• ~ • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ,. 

L1P' t&Dka. • • • . • • • . • • • • • . • • • • • • • • • . . • • • • • • m 
!o'al '&aka 4ell~ere4 ••.•••••••••.• •.••• • ~ 

: 

I 
ADGUS! 1 Sll'!:aBD: !O!.AL 

9' 
2d1 

: 

Offloe of \hi 8eore\ar:r of \hi treaaur;r, 
ll1T1e1on of Reeearoh aD4 St&Uet1oe. Ootober 16, 1,...1 

Jotet !uka 1Ao1114e4 1A t.hie table are new ~ olll;r. 01.4 tanka 11h1oh b&Ye 
been rebv.1U aD4 804el'll1&e4 are eza1114e4. 
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DILIVBIUJ:S OP .uJIPL.AJO:S 
.Jul.:r, Aasu•t aJI4 Beptellber, 1941 

ADOUB'f 

&o.bera: 
16. •na-1De . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . 2 

2 engs.n. • • .•.•.. . .. • . . . · · · • · · · • • • · · · • · 2M 
1 eng1De • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ~ 

fotal bollbere. . . . . . . . . . . . . . . • . . . . . . . . . . . . 345 
P\t;roau1'ta • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 202 
Other a111tar:r taot1o&l a1rp1anee •• •• •••••••• 79 
fN.1De:ra.... . . . . . • . • . . • . . . . . . • . . . • . . . • . . . . • . ~ 

Total a111tar:r a1rplanee •• • ••••• • •••••••• 145? 

00Mero1al. traJleporta •••••.•••••.• • •..•••..• ~ 
~otal airplane• dellYer~ •••• ••. ••.•.•••. 1~ -

OttiOe ot thi 8eoretar:r ot the Treaaur:r, 
D1Y1e1on ot Reeearoh and 8tat1et1oe. 

19 
29' 

__12. 

:556 
4~ 

1~ 

...!!2 
1843 

_!Q. 

~ 

STRICTLY CmJFmHJTit1L 

... ,_. fOUL 

:52 5:5 
~ 9:55 

_!I ...!!! 
1104 1109 
4.,_ lU-
162 llo5 
s&o 2~-

1904 5202 

_!Q. 

~ 

October 16, 1941. 

Notes Coaaero1&1 traneporte 1noluded 1n thh table are a1rp1anu oarr:r1ng 12 ozo 
aore paanngera olll:r. 

Regraded Unclassified



• 

• 0 

FLYING BO.l'r8 IJICLUDED Ill ~~ DI:LIV!:RI18 

Jlll.7, Auguat aJid . Beptftller, 1~1 

Clue ot boe.t aad 
ol.aee ot parohaeer 

u. a. ......,. ... . ....... . . . .... . .... . . ... .. . 
Br1 tlah •••••••••• • • ••• • •• • •.. • • .•. • .....• 
9ther ror.lgn • • ••••••.••• • .••••.••••••..• 
total . . ... .. . . . .. . . .. .. . . ........ .. . . ... . 

u. s . ... .,. .. .. . .. . ... .. . . . ...... .. .. ... . . 
Br1 t1ah •• • ••• •.•• . ....•.......•...•.. . ..• 
Other f oreign •• . • •• • .....•....•...•• . ••.• 

! ot.al • .. .... . .. . ............... . .... .. .... 

Total t171ng boate de11Yere4 ••• • •••••• •• • ••• 

Orrloe or thi 8eoret&rJ or the f r e&8Ur7, 
D1Y1a1on ot Reeearoh and 8tat1et1oa. 

I I 

Jlll.7 1 Al~~Ut 1 llept.Uerl !otal . 
' : 

5 
~l 

4o - 42 -
1 1 

1 - -- --
41 46 42 - - -

October 16, 1911-1 

• 
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---.... ----·-j,'J-26 
TREASURY DEPARTMENT 

'!be J'nc:kbee4 .lircnft Corporauoe w1ll 1\xrnilh tho~ Deeea-.r7 
rep.tr parte tor MocMl RS0-1 .l1rp1aM TU8 ill tlttee ~ att.r 
We da\e, with ~L..A. priorit;T raUJIC. !'!lq llaw beeD 110\ltiecl lv 
dhpatch, We cla\e, to prOOMd with til& 1'Unlilih1Dc ot tbne parte 
with tbia priorif;T ra""&. It h apecW til& parte w1ll arr1 ... 
at -..al .u.rcratt lactol')', PblledeJpb.la, P-., abov.t 5 llonaber, 
1g!U • 

•• - ... bee intoned lv til& .ftl .urcr.tt J'acto.,.. w.. date, 
tllat -U»cat upce arriftl ot tho~ aboft parte at •ftl .urcr.tt 
:h.ctol'7 lv 5 Wonaber, 1941, repair• to tbia airplazle will be -
p1eted lv 15 ~ber. 1941. 

~e-4_ 

• 

278 
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THE SECRETARY OF THE TREASURY 
WA.H IHOTO H 

i!t•. 171 lllam H. Uartln, Prooldont , 
14orrlll r ruot Company , 
Bo.ns or , Uolna . 

Do~r Ur . Uortln : 

279 

Oeto~or l b . 19U ' 

t:l):""' 1n l'as'tlng~on WO a.r~ an.tlOUI to la1rn •1ra ~bO:;t~ an • 
dlCt1eJlties '/O'.J. C:l.i' bo enoOJ.:l ta:-1~ wlt!\ roJt'e: ... to th~ tre3;lnz 
ot ! crel3n funi~ . 

I t 13 no eas y t33": to ada lnla~or fr 1e:l'!1 ..... e.;nt rol. : "<!t"Y 
tb!l~ 1 t e1_1 h~1e r alsaj o. n.J::ur o: ~orlous p-o":l3::.3 tor "}OJ . 
I sno.slu ll'a to h:nr fro:l ;;ou a bo'J .. t ':le'e pre~le~l and at t:1~ 
~ ... ~ t!.•3 re~e 1·1e 'JOJr v:e.,o on ho1 vo e11n do a b1tter jlb . 

t'.~)t ean \to d o to Clko yo·Jr job oa31tr'1 Dl :tO'J h::~·:c ~nJJSh 

in·"or-nt' on? I: not . vhat alll ctt.n '"' oonl JOJ~ tlha:. kln:1 of 
pr•oblor:o oro couoins :to" dlttlcuH;? Aro t it. Foloral Rooll"IO 
llan'<o nnl tho Treasury Do~art~ln~ glvln~ 'IOJ t h• klnl of aoolo· 
tanct~ /OU n~tYl.? Do yo'.l nco loJ~hotoo we Or" a1~a1nst? L' :10 . 
!to· c~n \.'O plus t ite:l? Aro wo unn.1caa ::~rlh• at.rict in sc-, 4r"03.n ? 
,., , .}? 

Yo·J nt·o o.1 t.h3 f i t in.; ltn , . I! :to·J cs"\ gt :" o.~ ;lOJr :;a;goa­
t. l ,J. wol et: t he Tre.a:;·1 r :· ear.: bot.tor 'tn h •3l-1.n; :"'lJ:- Pt'~~lo~:l anJ 
t ~~;..)"P oa:- @f fo!"ts . t': ~.!31! d at rl~;~o ""l:t'!r"'ll_ oJr .:t!1J.t.Jrs 
01 ll~:~J~lon3 of g~~~!"al q~1~tlons anJ pro~ta~~ whteh ere 
r:-a o.:~ L 

1: ' 'OJ !'te::e not e.lrel~J .i:JftQ l Ot : ho,3 J~4. Wlll g1·te t!'\) 
r"' f'l t"4l Re:Jr·.•o 3.ln~ ln yo;r Hetr lc ~ t ht nl:H of the se:"J~or 
o(( iC!.)t' o! :fOilt" b:ln~: ThO i.lG bll~"" plo.coj in ChUg~ Of fretl;i n; 
control probla:~s for jour b3nl: . 

I o:,l l l ap~re.: tate •tor'/ r.'itJC;1 h oo rin& t ro"l 'JO'J as soon as 
J)OJOlblo . 

' 
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'lo 1 111oholoon 
Jroa 1 Mr. Peble 

!o1 Sh&n&bai. Chin. 

Oo~ber 1&, 19111 

c..,. rou proY1U .....,. 8441 UoDAJ. perUMD.\ 1D1'oi'II&Uon in r .. pect 

~ U.. tru.-cUon of il1llh~ll. lll,..eUp.Uon rne&lo that \hare 

(Reo 'd 'b7 pbone !roa Kr.B1abop, CGI - 11/ 1/41 - lau.) 

• 

280 
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!be S.cre'-'7 of 1\6\e pre-h 1111 oo.,U..\1 

\o U.. Bo80rable \he hcre'-'7 of tao. hl&ft:l'7 a4 

IIIUiloe .. fln oopila of \e~ lo. 1116. 4aM4 

O.toler 15, 19)11, froa \he .U.rlou Coanlato (lenaral, 
• 

Boac ~ac. Clliu, tr .. ual. \\be a Mltace troa llr. llerle 

Coollna for tha S.Oret1r7 of \be 1'H•IUI'J'• 

• 

• Regraded Unclassified
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DIS GilA! 

Hone Xon& Yia ll. R. 

Dated October 15, 1941 

l!ec'd 9:50p.m. 

Secre~ of State. 

llaahiDgton. 

416. October 15, 9 a. m. 

FOR mEA.SURY FROM OOCHIWll 

LeaYing tonight Wednetd&y tor Oh~ng together 

with Nieme7er and Baxter. Detained b7 preeouro ot 

board vorlc in Ho!l.G !Cong l'ox. 1!&11patch and :oerhepa 

Chinoae necbera of board expect to Join ua 1n Chung­

ldn& tvo cl.a,ra l ater . 

Separate ceo~ boine f1lcd on. ..,rocrea• to date. 

SOll'ZHAED 

• 

' 

Regraded Unclassified
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p 
T 

Poiplnc 

Dated October 16, 1941 

Roo'd 9t51 a .Q.; 17th 

Socretar,r ot State, 

Wuhingtoo. 

October 16, 4 p.a. 

Tour October 1, 2 P· " · 

Unfreezing arrange,.ot. 

Neither this EEbaaar cor ot her American govern-

mental eatabliohmeote 1n Pelping cor aey meatber of 

their otatfe hee a bank account in China which 1e 

frozen under existing retaliatory re~lationo . No 

ditficultiea are at proaent (repotat at preoent) be~ 

experienced 1n 1118lcin& dioburao•nto. 

Sent to 'rolr;yo, repeated to t he DtJ'V'tcent. 

liU!lUCJ: 

ISB 

oowt bJ tl0.2S-41 

• 

283 
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TO 

TREASURY DEPARTMENT 

284 

DAn Oetober 16. 1~1. ._ai • 
Sacratar.r ~entb&u 

~ CONFIDENTIAL 
Mr . D1etr1cb 

Reghterad atorl1ng trantactiona ot the raport1111: banko vue •• tollovol 

Sold to co....,rc 1&1 concern a 
Purchaaed from co~S~D~rc1al concerna 

Open ..arklot aterll.ng """ "<!"1n quoted at 4 .03-l/2. c.nd there wre no 
reported tranoactiona. 

In liev York. c l o tlng quotations tor the t oroJ.cn currencleo listed belov 
were aa tollove: 

Caaa41&A dollar 
.Arpllt1ne peoo (tree) 
Braalll.aA nllre1 a (free) 
Coloabian peao 
Max1ca.n tteao 
u~ puo (free) 
Vone~lan bolivar 
Cuban puo 

ll-1~ dhcount 
. 2355 
.0505 
·5775 
.2070 
.4650 
.2670 
l / 8'/. d.hco\lllt 

We purob&ted $1.125 .000 111 l:"l d t ro11 t ile e&rnl&l'iald acco1111t ot' the Bank of 
Mexico . 

lfo nev gold ellflll«eiDenh were reported. 

I n London. opot and forward ollnr vore AC~&ln fl.xed at 23-l/2d and 23-1J.64 . 
rupoctlnJ.T. \'be 11. S. equiftlenh vue 42. 671 &nil 42.55t· 

'rb& 'l'reaour.r' • purcb&oe 'Orice tor foreign oilYer vee unchanged at 35'· S...dT 
and !Ia......., '• aettleaont price- tor toreicn .u ... r voa alto unchanged at 3'4-3N· 

We .. de no ellYer purcbaoea tocla7. 

• Regraded Unclassified
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SECRET 

285 
IRITIIH UIUUY, 

WASH IMCTOM , O.C . 

October 16th , 1941 

Dear Mr . Secretary, 

I encl ose hereln for 

your personal and secret 

informa t ion a copy of the latest 

report received from Lordon on 

t ho military situat!on . 

:'!.o •:onour'lble 

Believe ce , 
Dear ~r . Secretary, 

Very sincerely ;1ou e , 

·~ 

i!enry rorgen th•lU 1 Jr ., 
United States :'l"c-:s ury , 

,/ashington , ~ . c . 

Regraded Unclassified
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OporeUoaol •-1'7 (1n1'o ... uoa r eoo1Ya4 

&P \o 7 •·•· Oo\o-or 15\n, 1941). 

loYal . A DOYal oorYo\\o ••• \ or po4oo4 and 

o~k b7 U-boa\ JOa\o~~ eorn1na l~• t •••' ot \bo 

1\Pol\o ot G1brol\or. 0Dl7 ) o~rY1Yora ropor\od. 

Aooldoa\ ooolli'Pod 1ft on oil o.b1p cllll'1na t1 ro 

t18b\11ll o&ol'olooo on 1)\ b , Ono ottloor ond tolll' 

raUnp ooro killed. 

lOYal 4r1t\or ••• aalL 1n oolUaion 1n \be 

'l'.._• JOo\ordii.J • 

M111\0J'l• to-ra& 12/1}. Jal'\J ot Pol1ab 

CaYoll'J R01iaen\ o~oooootullJ o\\oOlLOd OftoaJ o\rOill 

poo\. l naar alftiaua l o. ooo 20 killed. ~olton 

oaoul\ha 4. In !Sl Ad• aoo\or eno••7 tonko pdrollod 

ao\hOlJ OU1DI tho n1.1b\ b~\ o~ro oo~ld no\ cake 

ooa\ao\. 
Ruaola. oor .. r. OdYODOO \ owardo Moooo• 10 

ooa\1au11ll bu\ \ho a u.o t oa o bo•• oouator-ottacao4 ollU 

dl'hoa o~\ oeraaaa troa lioJaiok ( 65 aU•• a eat ao~\b 

woo\ ot Moooow ) on4 Ruaolan pooae\ e oro o\111 

roa1o\1DI behind tbo oa~on llneo i n VJO&CO and 

arraaok are••· 
Ukra 1M , Ooi'IIODO oro o1don1nl northward 

ood .. troa Bord7aDOIL \hro~ah lloriupol \ ooardo Roo\ot' • 

Rozal Ai r Poroo. 13(14. 29 osrorot\ boabo4 

Colo~• (34 \ono ) end }5 D~oooldort (55 \ono) . A Kud• on 

hl\ a IIOJ'Db&Jl\ ohlp 4 , 000 tone ott !lor\born Br1UOA7• 

~· Ott 00~\h 000\ IIOJ' ... J BOaufor\o \wiOO 

hi\ oUh -bo 2 aoroMn\ ohipo 8 , 000 on4 2,000 \~ 
reop .. \lYalJo \ orpodoo4 a \ bird ODd proboblJ • tolll'\h 

'bo\h or 2,000 \ ono. 1 ... ~tor\ So a1oo1DI• 
Dlll'lfti/ 

Regraded Unclassified
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~Nrlac ..... ou-1 opol'e\loao .... tlphi'O 

••' nro '• • -11 utp oll4 oa oo•••' wooool all4 

4oo\ro,.& a tloo\ plOAO. 

U.Wl,\b. ,, olrorot\ OOD\1 .......... ao, 
loatlo \o (POria Or1oOAO oroo) 12, alalDI )o ) atoolDI• 

IIOD.• lUbo 9 IIOPJlODcla lloalle4 &ePDO lU41q 

IPOG4 400\POJlDI o 101'10 olrorat\ u4 40MPDI o\b ... o. 

11\11/H._ 6 Bloallolaa onaoko4 2 1oD41DI IPOOD4o 

wllore _.tuoa 4.-po ooi'O up1o4e4 oa4 ttroo o\orh4 

... tolll' o\boPO ll~e4 801'410 borliOVo 

11!41\0PP!!!!!• 1)~14\b. Jowol otrorat\ 

oo\ tlro \o a 6,000 \oa oorobaa\ ohlp la ooa•or 

ooo\ll ot ~o4uo . 

12\11/13\b. , Wolllal'oao ot\ooked o11 

o1o\OPDO ., P1POOUO ot&l'\lftl ... 11 rtro. 

!1!1'04!! All' rort•• 14tll/15tb . }0 ooOO¥ 

oirorat\ •••• opora\1DI ot wblob ollou\ 20 oro 

ooopoo\o4 ot ooo atalq 1a \ba Tb-•• Ko\UUJ• 

Malta. 1)\b/14\b• 9 t11!2ltero ooobi.­

....- J.a40 aoroolPOa• oUIJltlJ 4-11•1 oao 

ftlltac'••· oar t1tllt • ... 4ootroro4 1 oad oa\1-

atrorot\ tiro proball1r 4eotroro4 1 oad 4aaalo4 4. 
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RES'IRICTm 

~2/2657~; No . 520 li.I.D., :J.D. ll:OO A.ll., Oct.ober 16, 1941 

SITUATION REPORT 

I . Eastern Theater . 

Ground: Powerful German r or cea are advancing on Moscow from 
the northweat, west and southwest. Kalinin has been captured and Ger ­
man spearheads have reached the general line: l'.alinin-lfozhaisk-8<>­
rovsk-Kaluga. 

Northwest or Kharkov the Germans have occupied Ak­
tyrka and are east or Bagodukov. South ot Kharkov, Lozovaya has been 
captured. 

The si tuat.ion at Odesaa and Lenir\Vad reJ:>aina ob-
SC\IMI. 

The Finns are reported unofficially to be opera­
t i ng successfully north or Petrozavodak. 

&!:• German quarters c1a1Jlled heavy destruction yesterday 
oC Russian aircrart and conmented upon the substi tution of dive-bombers 
for heavy artillery in many CMOS i n the siege of li0$COW. They claiJll 
great success against what they call "extremely good" Russian defen-
ses . 

II. ~stern Theater. 

Air: The R. A. F. was said by the British to have heavily 
pounded t hech&nnel coast on TUesda.y night. Bod>• were dropped upon 
Boulogne t o Dunkirk. 

Gen:>an planes operat.ed a¢nat objectives in the Hw:i>er 
Estuary and the southeast coa#t or [ngland. 

Yesterday Wajor General George Brett ar~unced satis­
faction over the progress being made in refurnishing the l.!iddlc East 
forces with American aircraft. 

III . Middle Eastern Theater. 

No news of importance . 

RES'IRICTED 

• 

• 
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