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f'e brua ry 10 , 1942 

Mr . Phillip !:.urray called on me to tell me U.at 
they expect to have a {: r eat battle over tryinr to increase 
the wages of t he steel workers . lie eaid a l'cortlinP. to 
their figures -- they took the frices fro~ t he A & P - ­
the cost of li vinp has pone up_ 3:>%. he sa id they used 
those figures rathe.r t han the uureau of Labor Statistics 
rih ich only shows ll't. 

.. 

..&. 

lie sa i d he asked the President and Rsked Leon Hen­
derson to keep his r1out h sh\Jt unt n they had a ch11.nce to 
appfP&r terore the ilational \'iar Labor noa r C. , but liPnder~on , 

this onrdnr , has shot hi~ '!lOUth off and he thinks it mos t 
unfair that 8 Presiden tial arrointec should take hi~ case 
to the public befou the~· have a chance to have a hea r inr. 

he then told me a thinr which amazed me . lie said , 
"You r emembPr , last year , when ti".ey ra ised the pr ice of 
wa~es and froze the price of steel , and at t he t ime t hey 
sllld the steel companies would not be nble to make any 
rnoney', Henderson jumped on a plane a!'n flew out to Pilts­
burfh secretly to ask Phil Murray whether r.e r1ould not 
a~ree to incrPase the r.rice of steel. 

lie se.id , "T have knolm that fat windbag for 25 years . 
I have s een hia walk the hirtwa~s and the byways of the 
l'nited ::.ta

1
t es and," he said , "he' s just a bif: fat 11indbsr 

fu 11 of f S:S • " 

have 
(::.ee 

I ima!'i ne the r ea son t.e came to see me was he mus t 
heard somehow sbont henderson ' ~ conve rsation with me . 
phone conver sation of Februa~y 4, 1942 . ) 
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HMJr: George. 

George 
8utt1ngton: Yee , e1r. 

. - -

Febi!'UAJ7 10, 1942 
9:2} •••. 

BMJr : Mr. Philip Murray juet l~tt. 

8: Yea . 

HMJr : That Motion Picture Operator s 1e not hie union, 
1t 1 a A. F. ot L. He ea1d eo are the actors. 

8: Yee. Well •. •.. 

2 

HMJr: Wait a minute , plea se . He ea1d they have vhat 
they call a meeting ot t he var board on Monday •..•. 

8: 

HMJr: 

8: 

HMJr : 

8: 

HMJr: 

8 : 

BMJr: 

8: 

BMJr : 

8: 

Yea. 

... .. ot vhich he and Green are member s. 

Yea. 

He aa1d 1! Green v1ll a sk him to join him, he 
v1ll be glad to Join Gr een on Monday and give 
out a public statement eu~90rt1ng us. 

Fine. 

He said he ' ll - that, incidentally, vould be 
the t1ret public stat ement the both ot t hem hav~ 

ever made. 

Fine. 

So that 1n 1teelt vould be a eenaet1on. 

Yea, e1r. 

So he ea1d 1t Green v1ll get 1n t ouch v1th him, 
he'd be very glad t o Join him on Monday to make 
the public etatement eay1ng that tb1e ahould 
be - ve ehould get our money. 

Fine. All right, air. 
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HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

- 2 -

So if you need any help on that, ve have very 
good contacts with Green through - oh, ask 
Harol d Graves. I r orget the man 's name. 

All right , sir. 

But thr ough Harold Graves. He has a man vho 
has ver y good oontaote. 

All right, s ir. 

You see? 

Tbsnk you, sir. 

3 

Bu t he eaye both t he motion picture operators' 
a nd actor s' uni on arP under ....• 

A. F. or L. 

Yeah. 

All right , s ir. 

Thank you. 

Regraded Unclassified



John 
Sullivan: 

KMJr: 

S: 

HMJr: 

S: 

I!I!Jr: 

S: 

KMJr: 

S: 

!D!Jr: 

S: 

KMJr: 

S: 

HJ(Jr: 

S: 

KMJr: 

S: 

Yea, Mr. Seoretary. 

February 10, 1942 
9:32a.m. 

Vill you pleaee get in t ouch with Buffington 
and work with b1a, because I really want to 
put a fight on l n the Senate to get back t hle 
appropriation. 

I' m glad. I t hink you should. 

Well, lt - and I want you to really put your 
shoulder to thie. 

Well, I'll be very happy to get back into it, 
elr. 

Back into it? 

Yea. 

What do you mean by that? 

II 

Well , I mean, I haven't been 1n on th1e up there 
ln the Houee, you know. 

Well, anywsy, I don't - anyway, you're i n on 
it now. 

Right. 

I'a not going to argue about what happened in 
the Hou11. 

Right. 

You ' re ln on it, and I w1eh you'd consult with 
Buffington and really go to town on th1e. 

I'll do ID1 best, air. 

AU right. 

Rlgbto. 

-
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Edward 
Foler: 

HMJr: 

F: 

RMJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

Hunt i ng ton 
Cairn a : 

RMJr: 

C: 

RMJr: 

C: 

HMJr: 

C: 

I!MJr: 

C: 

Fabruary 10, 1942 
9:35 •••. 

Good morning, Mr. Secretary. 

BaYe )'Ou had tiiRe to eee what t he opinion ie 
in regar d to pa)'ing t or the Donald Duck pi c t ure? 

I've got it in mr hand, Mr. Secretary, and I'm 
ju at going over it. 

You haYen't read it ye t ? 

No. 

Well, I won't hftye time nov !or houra. 

All right. 

I auppoae the men worked - I know that Huntington 
Ca1rna wae here last ni ght, because he called up 
Burrington. 

Yeah. Well, he's right here now. 

Well, let me talk to him, will you? 

Yeah. (Aside ) Re wante to talk to you. 

Hello. 

Hello , Huntington. 

Yea, Mr. Secretary. 

I hear )'Ou wor ked late laet ni ght. 

Well • .•• . (Laugha ) 

Anyway, thank you tor it. 

Not at all. 

·~t ia your o!!hand opinion on that? 

Why I think it'a doubtful that the Comptroller 
General will paaa it. 
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RMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

RMJr: 

C: 

RMJr: 

0: 

HMJr: 

0: 

HMJr: 

C: 

HMJr: 

0: 

F: 

llMJr: 

C: 

6 
- 2 -

You think 1t 1 a doubtful? 

Yea. 

I ~ee. 

He has refused it in csoea, and be bas granted 
it in oases; and so t a r aa you can distinguish 
a ~ine of thought in h1a opinions •.. .. 

I aee. 

•.... it aeema that be would deny this one. 

That's your otthand opinion? 

Wall, that's an analyaia ot the oaaee laat night. 

I aee. Well, that's not eo good. 

No. You sea, if he refuaaa it, you'd have to go 
back to Congress anyway. 

Ub bub. Well, ot courea, the thing to do would 
be to talk to him before we paid it. 

That 1 I right. 

Yea. 

And Li ndsay Warren vanta very much to cooperate 
vi th ue. 

Well, I 've got Sullivan and Buffing ton handling 
thia fight on the Hill, and I viah that you and 
Foley would talk to them. Let me talk to Foley 
a minute. 

Yea, air. 

Yee, Mr. Secretary. 

I 1 Ya asked Sullivan and Buffington to handle 
th1a fight on the Hill , and I'm goi ng t o fight. 
Now I v1ab you'd get buay on th1a t hi ng. 

All right. 
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f!MJr: 

F: 

HMJr : 

F: 

SJ.!Jr: 

F: 

HMJr: 

F: 

Fll~Jr: 

F: 

. - . 
7 - } -

And I want all the help I can get around her e . 

All r ight. 

And - I mean, I've got t o fight this t hing out 
now. 

All riGht. 

So please get busy on it, will you? 

Okay. I'll talk to John and George . 

But I mean I want help now. 

All right. 

All right. 

Okay. 
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HMJr: 

Operator: 

HMJr: 

Ronald 
Ransom: 

RMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

RMJr: 

Bello. 

Governor Ransom. 

Hello. 

February 10, 1942 
10:10 a .•. 

Bello. This ia Ronald Ransom. 

Yea. 

8 

Yesterday you mentioned or eoaeone mentioned 
the Guaranty Trust ot New York, and I believe 
you said you'd l ike to eea eome ot tboea oeople 
it they caae down. 

Yea. 

I thought it might be helptul to you to get a 
little ot that background. The president and 
most active man in thAt bank is a termer Georgian 
na.med Eugene Stetson. 

Yea. 

Be's a pretty able banker; be's got a pretty 
sharp pencil. He knows what be's doing, and 
he'• a very likable man. He bae many trienda. 

Yea. 

But I thought f ou'd be on the aateet aide it I 
told you I don t know in the world - even in 
banking - a more completely reactionary individual 
who bae been more violent in his expressions ot 
views about the whole Rooaevelt administration 
durins the entire time it 1 a been in ottice. 

Yeah. 

Nov I don't thi nk Gene Stetson's patrioti sm ia 
bounded by hie political oonvioti one, but it 
color e a lot or peoples' thinking .•..• 

Yeah. 
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R: 

H~!Jr: 

R: 

HI~Jr: 

R: 

h11.Jr: 

R: 

HI~Jr: 

R: 

HI-!Jr: 

- 2 -

..•.. and nothing whatever that's been done 
by this administration, eo far as I've ever 
been able t o ascertain, has ever ?leaeed or 
eui ted Stetson. 

I see. 

And hl' - even thl' New York - well, vlinth.rop 
Aldrich, whani know qui te intimately, mi ght 
well be classed es a liberal man i n comoari son 
to Stetson. 

I see. 

9 

And I though t you might have eooeth1ng of t hat . 
background 1n mind. 

\tell , that's ver j• kind of you. 

Ye a. 

Thank you so much. 

All right. You're welcome. 

Thank you. 
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Allan 
Soroul: 

Hl~J r: 

5 : 

!!MJ r : 

5: 

S: 

!IMJr: 

S: 

'!MJr : 

S: 

HMJr : 

S: 

HMJr : 

S: 

S: 

Hl~Jr: 

5: 

Good morning , !lr. Secretary. 

Febr uary 10 , 1942 
10:29 a.:11. 

1.0 

How are you? I Just thought I ' d tell you this. 
We have nobody down here on the eav1nge banks . 
ilello. 

Yes. 

And I take 1t you ' r~ going to see them. 

We'll do that. 'lle'll see the Savings 3ank Trust 
people, whloh covers practically ell o f them. 

Yean. So fa r the oeoole I've seen are all talking 
for two i ssues. 

They are? 

!~oat of thee for a note and a two end a half. 

I see. 

But - then they all end up by saying, •or course, 
if you wan t to do a two and a quarter, you oan do 
i t all r ight.• But they all seem to be eoared o f 

one issue. 

I see . 

And - but we wen t all through that last tlrne , 
you remember. 

Yee, I do. 

And I kept insist ing t hat I can ' t spl it lt up. 

Yeah. 

I Just t hough t I'd tell you. 

!iell, I'm glad to have 1t. liell, >~e'll, in our 
checks here, we'll see how that goes . 

Right. Thank you. 

Al l right. Thank you. 
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Allan 
Sproul: 

RICJr: 

8: 

HMJr: 

8: 

BMJr: 

S: 

IIMJr: 

S: 

HMJr: 

S: 

BMJr: 

S: 

IDCJr: 

S: 

HMJr: 

8: 

HMJr: 

S: 

Good •orn1nc, Hr. Seoretaey. 

Februaey 10, 1942 
10:29 a .•• 

10 

Bow are 7out I Juet tbougbt I'd tell JOU th1t. 
We h••e nobod7 down here on the ea•1nga banta. 
Bello. 

- Yea. 

And I take it 70u're going to tee them. 

We'll do that. We'll aee the 8a•1nge Bank Trust 
people, wh1oh oo•ere praot1call;y all ot them. 

Yeah. 8o tar the people I 'n tetn are all tali1ng 
tor two i11ue1. 

The7 are? 

Moat ot them tor a note and a two and a halt. 

I aee. 

But - then tbe;y all end up b;y ta;y1ng, •ot course, 
it JOU want to do a two and a quarter, ;you oan do 
it all right.• But tbe;y all teem to be eoared ot 
one 1teue. 

I lie. 

And - but we vent all through that last t1me, 
JOU re11ember. 

Y11, I do. 

And I kept 1nt1tt1ng that I can't epl1t 1t up. 

Yeah. 

I Jutt thought I'd tell ;you. 

Well, I'• glad to ba•e 1t. Wtll, we'll, 1n our 
oheokt htre, we'll eee bow that goea. 

Right. Thank ;you. 

All right. Thank ;you. 

Regraded Unclassified



HMJr: 

'Secretary 
8t1•eon: 

l:lMJr: 

8: 

HMJr: 

8: 

HMJr: 

S: 

IDIJr: 

8: 

IDIJr: 

S: 

I!MJr: 

S: 

IDIJr: 

8: 

IDIJr: 

8: 

Yea. 

How are yout 

Firat rate. 

February 10, 1942 
10:34 a.m. 

1.1 

Henry, on Friday I have to raiee a billion a nd 
a halt dollara. 

Yea. 

And I wondered •• ••• 

A billion and a baltt 

One billion and a halt - Juat getting ~tarted. 
Bello. · 

Yea. 

And I wondered whether you would care to give 
ae a n estimate between now and Friday - anything 
particular that'e going to happen in the Far 
Eaet, like either what are the ohancea that 
either Singapore or Rangoon aight tall, say 
between now and Saturday. 

Between nov and Saturday. Today ie Tuesday. 

Yeah. 

Well • .••• 

I know 1t1 e a guess, but I've got to- in ay 
bueineae I oan only be wrong once. 

I k.now, I know. 

I aean, I oan only be wrong once. 

I don't think that Singapore will actually tall 
by that time, but the Japaneae have made a eecure 
landing on the tinal leland. 
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YNil. 

.AD4 I Ua1U tala' ulU•'•l7 UleJ'll a•' U -
....... 11 a penlllle obalall. ., I ~ae *' ua. report• will. Ill 11•0111 rlab' aloaa, 
19- 1f tbeN 1 1 DO tall. 

Y11. low allellt Jlaapoat 

hll, ...... oa, I tlalak, w1ll Ill talrlJ lAte 
•Ul ll ... pen tall I •• ••• 

I •••·· 

••••• &D4 will lea•• a lo' ot peopl.e, a lo' ot 
toroee. !tie repor'• ootl.lq ti'OII then are 
JII'IU7 falr. b14entl7 Ule JAJ)alleee are no' 
..Uq •• (eteNbe4 a pllah ''' on the laact 
1141, an4 1D the alr, we •lntaln ~ euperlorU7. 

I -· 
.. ,, ot OOIIJ'ee, 11ba' wlll bappaa then w1ll Ill *' lt llappore ta111, there'll Ill a ••1'7 
l.arp fii'M NlM1f4 tha' will ni'J lllllJ CO 
.. ua.n &D4 I toa ' 111 &ll1 ..... ot etopp1q 
Ula' , ... 

Well, lt JOU ctoa ' ' aln4, 114 llke 'o oa1l up 
~· ,_1'1'0 •. 
lllre, lVI. 

l111n11 1 111 llan w - •• ba•• to ••114 ou' the 
•SSI?PIMID'I ._l'l'OW at'll'llOOil, ,.. IHo 

I'• .. ...,.1111 ,_ Ja•' ott the lla' oa ., own ...... 
YNil. 
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•• u ..... 
.uasap r•• .. ,~ -. t .. cs ,... -.., r•u -
1a-. • ...-u •. r 11 ••••• 

weu, r .... u•s • psss, '*' r ~ ,.. •• 
c1•• .. rour ••••' one, llba'•••r u ••· 
Clb, res, I'll 11•• roa U.C. 

Aa4 r • 4 llke cs -.11 ap apia co•J'I'O• 1t 1 ..,. 
liars. 

.... s.. •• r .., • beoauee all .. N41o -
Mnuwrs are ••rr Cl..., alios' 1'····• 

Yes. 

••• •• &114 ~ own pees 1e Ula' •••n 1t 1' tell, 
.. pa'l1e e pre'tf well prepare« tor 1,. 

Yes. 

llu' eUU I wao'e4 ,. IS' .. ben 1ntoNAUon, 
a1111 u.c • s 1llb1 r • • oa111nc rou. 

Yes. Well , r ~' rssCSrt&J on a ••rJ er1,1oal 
.. usr - r 4oll ' know ..... r , ••••• b.es.r4 ot 
1C ti'G8 Uae Pree14eiiC, we U up' !Ius been 
••rr or1Uoal 111 Uaa' •e&~~111b1ls, 1n np.r4 cs 
._ P. 1. 

•· r. t 
Yes. 

P. r.t 
!U P. 1elAD4s. 

Yes. · 

.. , r Ualllk ••••• taken •• ,1011 ~loll 1 Ualnk 
~ pre•en' &111 oaus,ropblo 'h1111 ~ere. 

, 
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IDIJr: 
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II 

SM.Jr: 
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8: 

IIMJr: 

---
I •••· Well, 1t JOa would Ja•' b&•• ae 1a 
~ baolt of JOIIl" 111a4. 

'foe, I 4o, an4 I ~ JOa1n enUUo4 w 
u. 
All4 I'd lUe w oal.1 acaJ.n waorrow. 

•ow, one o\her ~ac - bello. 

Yea. 

xr. roa, who 1a the !rea•lll"J repreaen'-'1•e 
1n CbJ.na, co' baok Je•'•r4&J. and be bad a 
'-lit w1 'b the General1aa1ao lletora be lett. 
Be'• a •err 1ntell18en' fellow. 

'foab • 

.A.n4 JOU a1pt lllte w bau a '-lit w1 th tu.. 

Wall, I wou1d, but ••••• 

Vell, he'• here and ••••• 

I'll '-lte hle naae down. 

14 

Be'• toraerlr ot 'he !arltt Coaa1aa1on. Be 
vaa a Ooaalaa1oaer v1th the Tar1tt Coaa1aa1on, 
ILD4 he '• been ou' then for allou' au •on the. 

'fee. 

Alld. • •••• 

In •.• • • 

Be'• hare 1n the !reaaur,. 

Be'• 'been 1n Oblna, baa het 

Yeah. Be Juet P' llaot. 

r ... 
Aftd be apen \ an bov aa4 a halt w1 th the 
Genera11 .. 1•o and w1 th J:uac 'he 4&1 'Detore 
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._. lllf .... .- •P7. 1DSU'MUDI 1at-u ... 
• .., ..... ,,,, ... , ................. tN1De4 
1a .J'apae, are -.klac • lel'l'1t1e art••· 
-..u.rt 0t 00111'.. Uler ..... 

A lol'l'lf1e 41'1••· 

% .. , J a.. 

.AM tllat tbil lean Ul -·WID lbeJ 011414 
1t .... 

%~ 

......, et MU'N, anotllo• tbUI11 tbll tile 
'M! $ ... 1a-a1nc tbl pr1o .. of food, 
... 1111 .... , ..... of tbilllo 

!eo • 

.Aa4 a.. &leo 'ol4 •• lhat tiler are boarcl1nc ...... 
Yoe. 

AM M oa14 tbll the lntJ111b will .. , ...... 
~~~. DOl qllllo, 'llbal •• 4o. 

l1111 t U lbo •••Ut 

Yoab. 

!laa1r Ooln1all are tile worel of the wbolo ....... 
11 _,, .-, 11r ono 11-rar 11 J .. , ul'l'1~le . 
I tel& r• 'llbal Cbaaroblll 1114, rn bow. 

II oa14 lae woal4 oall • • • . • 

11 1114 lao wou14 oa11 11r ono ll••r•r haak 
.. lnclan4. 
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1111Jr1 
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till, ..... MU ..._- Ul&t ••••• 

le. I'• pl .. to talk w hz 111&1• ant lt. 
hi ... , ·•· lh' one Ill_, .. abl ... a .... 
ftltUt ., ..w-• wn14 ••e •H7· tu 
..-It aa .. , tlleJ •• aa.ra a Uttle • Jft­
da•t1oe •t art1alee aa4 aua1\1ene Cba\ aataallJ 
·- DH4e4. 

'" lla4! 
'1'... Well, lt roa Cllea11; CD4, l'U oa11 rea ... _.. ..................... . 
AU np\. I u.li1; ao1; k11ow &DJthiDC .. re, W1; 
J'a ~ \o tte ol llDJ IMlp w r••· 
leu •• u 1 ..,, 1\'e ., Jotl \o raiN u.. 
-., .... lt uae .... of 1;be lawaelea pw .... 
w.u, r•u k ... ., ear ,. 1;be terMle. U••ll"•> 

U••ll"•) All rllht. 1Joo4-bre, now. 

All l'llll'· (Laupe) 

tMM ,. •• 

.. 
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Grace 
Tully: 

HHJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T; 

HMJr: 

T: 

HMJr: 

T: 

fi)!Jr: 

T: 

11!4Jr: 

T: 

HJ.lJr: 

'1': 

HMJr: 

How are you? 

February 10, 1942 
11:1} a.m. 

I'm all r i ght, air. How are you? 

I'm al i ve and ki cking. 

That's good . 

It the President wasn't too busy Thursday 
morning, I've got a couple ot things that 
I'd like to clear. 

All right, sir. I ' ll make a note ot i t. 

I'm putting in my bid. 

17 

All right, tine. Thuraday morning bedside, huh? 

Yeah. (Laughs . ) 

You don ' t know whether that Aniline and Dye thi ng 
has got to him yet? 

I thi nk i t did. 

Do you think it did? 

Yeah. Di d you get no word back on it? 

No. 

I think yesterday somethi ng happened on it. 

I see. 

I think you ought to have something today, Mr. 
Secretary , on it. 

Hae he di ctated something to me? 

No, I don't - oh, waa it tor a pproval? 

Yea. 

I think he approved it. 

You th.ink ao? 
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r... J Ualllk 10, yeah. 

J .... 

1 111 obeok wi'b Mr. Foreter it you want me to, 
AD4 li, ' JOU know. 

I' d appreo1ate 1t. 

All right , t ine. 

1.8 

.... ODI otbar tb1ng - eomeone told me you went 
loft te aaa 111117. 

111aor and I ar e very aucb 1ntereated. 

Wall, abe'• a good deal better, Mr. Beoretar)'. 

lba ilf 

Jaah. A 100d deal better. 

Wall, 'hat'• n1ce . That'a n1ce. Ia ehe cheerful? 

Yeah, praU7. 

PraUJ. 

Ob, ne•urall7 abe can't be too oontentad with all 
tu• ' 1 aoiag on and be1ng that tar away trom the 
IHDa ot aotlon, l ike an7 ot ua vould be. 

tlla''. l'ilht. 

A li,,la low about tbe whole tb1ng, naturally, 
... a about 1t - and then belng away trom 1t and DO' bainc 1n t he ewing ot the whole thlng, 1t 1 a 
praUJ tough. 

lu' JOU OOuld eee • ..• . 

I oould aae great improvement. 

Pine. 

laa b. 
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Thank ;,ou, 

All right. 

It ;,ou - 1 t Forster knows an;,th1ng, 1! ;,ou ' d 
cell me beck. 

I l<lll , Mr . Seoretar;, . Fine. Ooo d-b:re . 

1.9 
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DONALD DUCK J.IOVIE 

Present: Kr. Charles Bell 
J.fr . Schoeneman 
.l.lr. Bernard 
Ur. Sulll van 
.l.!r. Thoapson 
llr . Foley 
Mr. Cairns 
Mr. Buffington 
Yrs. Klotz 

February 10, 1942 
11:40 a.m. 

2C 

H. M. JR: You asked Larry Bernard? 

J.IR. THOMPSON: Yes . 

MR. CAIRliS: He refused to express an opinion. 

loiR. THOMPSON: No, he was in a conference . 

MR. FOLEY: Well, J.fr. Secretary, there is no pro­
hibiti on in the law--

H. ll. JR: What is this about Larry Bernard? 

MR. THOMPSON: Larry Bernard was in a meeting in 
John Sullivan's office when t he question was first 
opened six or eight ueeks ago , and he told us that it 
was his legal opinion that appropriation was available 
for this payment. On that basis we went ahead. 

H.U.JR: Oh, you di d have legal ~dvice? 
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•· 'l'BCIIPSOlh <11, 7"· Helnring was there, and w bal 1.aPJ7 111 before the whole group, Sullivan and 
lllYiftlll aila Jo...a Calm, aDd we diacusaed the whole 
tJalu. !bat •• before we even sent the estimate to 
the Wpt two -tU ago or six weeks ago. 

MR. FOLEY: There is no prohibition ln the law 
agalaat the use of t he regular appropriation tor the 
BVeau of Internal Revenue tor this aovle. Whether or 
aot tU C.,tl'olltr General will th!Dk that it h necea-
1&1'7 Ulll 11Hilt1al tzpta41ture, nobodf oan sq. He has 
allowe4 tzptn41turea Where the specific authorization 
tor a .aY1t waa not provided in some instances and in 
·- wtanoel hal denied the use o! funds tor a mont. 
I cloa't laiDir whether aq o! these utters han been 
betol'l LiDd-.r l&rren aince he took over as Comptroller 
Oatral. I think, lfr. Seoret&l"T, thla Uf be one ot 
tkoae a1t.at1~• where lt la the better part of discre-
tion aot to forot thla fight. You haTe got a roll call 
ap!nat 1011 in the Houat, two hundred !iftT-eight to a hundred 
tw.lTt, aDd wren lt 70u auoceed in the Senate , when the 
Houee auger a oo• out, even though they came frOlll a 
oo.aittee that reoo.aended thla to the ~ouae, neverthe-
bll thq han got to - they are bound b7 the two 
lamclJ'Id tltt7-elght t o a hundred and tweln vote in the 
Boult, Ulll this thing has reached so· large proportion• 
now ln rtlatl~ to ita t.portance or alfJlificance that I 
think it lllght be mch wiser on our parl not to press 
tU thiag af all, to allow the matter to be paid out ot 
the rtsular appro~lation, and then when the certificate 
gGII OTIJ' to the troller General !or audit in a 7ear 
aad a halt or ao, al of this controversy and all of 
thb U&t will be ~De, aDd the thing will probabq go 
throl.llh 1a the regUlar wa;y. 

It u 1'11111 • quution about it at that time and 
tllta clilallon the 1 t., it will be DeCtll&l"T for Ul 
to go to Coagreaa to ralieTe the disburalng officer's 
&ooCIWlt. Bill it we go down there with a relief bill 
at that tbll all of thla unfortunate publioitT in 
OOIUieoti~ ;{ th OCD and the amotion and the heat that 
la toouaed on thia problem now won't be present. 
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Jlt. fB<IIPS(JI z It probabq woulcln • t b• aea, 
beoauee the dieburelng otfioer DOW hae a blllioa dollar• 
dhalloncl to hie oreaJ.t, aD4 it TOll go cloD 1d.tla a 
relief bill • there are lamdJoecll and mmdredl ot ltal 
that will go tJuoouch at the ID4 of the 'RJ', 

H.ll.JR: Yeaterdq they aalced JU what I wae going 
to do, and I nid I would oroee that bridge when I O&IH 
to it. 

MR. FOLI!z I thillk it thq alk that question on 
the Senate dde, Jlr, Secretary, you oan aq that we 
alwqe intelllled to UH the renlar appropriation, and 
we put tble i tea in the defiolaq bill to re11eTe the 
Internal ReTinue bill appropriation of the eighty 
thoueand doll&l'e~but li1 Tin of all the oontroTerq 
we are not pre11 the matter, and you are going to 
pq it out of re ar fUDde. 

MR. 'l'HCIIPSON: Well, the reaeon John &lllh'an hae 
gone to the Capitol, Mr. Seoretal"J, ie to eee wb7, after 
they Toted tor it in the committee, they voted against 
it in the Houee. 

H.ll.JR: I 111 1foodrum of Virginia and Ludlow 
Toted against it. 

E. TH<Ia'SOI: Yea. We thought we had better !11111 
out the reaeon tor the ohange before we deoided whether 
it ..... 

MR. FOL!Yz I think the on~ explanation, ltr. 
Seoret&J'f, i1 that thie is an election year, and this 
is an lh11 on a aoTie, alll1 thq would haTe to explain 
their Tote in the ~ign next tall, and when you put 
it up to them that wq, thq just can't alford to tab 
a ch&nce. I tb1Dk that h the reaeon. 

H.ll.JR: Well, Ludlow, that 11 eurprhlng. 

MR. THOMPSON: It was to me, too. 

H.K. JR: Waan't he down·-
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Ill. BUFFIIG'l'Oif: Yea, ad he epeolalq untloucl 
hw taYozo&'bq he n1 t.pruee4 'b7 lt ad uld th&t he 
ApJJL'on4 1 t. 

IlL !BCIIPSCir: O'le&l, u4 JohaiOil ot W.et ftrcbla, 
TOted tor it. They etood theil' grounde. 

H.JI.JR: For? 

MR. 'l'H<J&'SOI: For the Donald Dllok plotUJ'e. 

H.ll. JR: Well, .Jolm hie gone up to 111 who? 

MR. !HOMPSCII: He 11 going to 111 Woodrla to get 
the etOJOT trca h1a a1 to JU•t what ha~ned, 1lbT the 
Tote •• that fi8T, whether there •• eouthlng ebe bt.ok 
ot it all, aDd when he oOMe 'back, n thought we would 
eit down and decide what to reoo...ad to 7ou, but Mark 
Shield• in the •utl• called up and adTiaed detlnltelJ 
not to go to the Senate. He f11ll exactq •• 7ou (Fole7) 
do, &Dd he followed through 'bf eqlng, "'hT don't you 
jult par the bill out ot Internal ReYenue. That ie 
anllable. • He eaid, •rou won't hear aqthlng.aol"' ot it. 
Forget it.• 

ll.IL.TR: Did &J~rbod)' keep alnutn ot thh Metlq 
which took plece in !lulllnn' • office wh&D thh thlAg 
-· dleOUIIedf 

MR. Tli<Ja'SOI: 1h11 aorung? 

H.JI.JR: lo, 111 week• ago. 

IIR. THOMPSON: I don't think there were uq lllnutu 
k9t, Jlr. Secl"'t&J'1. He wae called in - we nre Juet 
dleou11lng whether f\llldl were anil&ble tor the plctare, 
a4 Jlr. Helnrlng oeu aDd railed the iUeatlon u to 
a.thu lt would be legal. We oalled 1.1n7 Bernard, and 
he - up and ga1'a ·ue the oral adTice that it 110uld be 
legal to ~e that. I don't think HelTertag had uq 
doabt on it. He n1 & little afraid we 1111ght niolc hla 
tor Iighty thounnd dollars, and he was trying to find 
WT• to &Told that. 
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B.JL.TJh Bcnr louc ago •• thatt 

JIBS. ILO!'Zz SU fteb, he 1&14. 

MR. 1'1111P901z I ~ be a'ble to get the euot 4ate. 
I am not sure whether Sohoeneaan kept notes on it or 
not . 

H.ll.JR: P.an you talked to Lar17 Bernll'd todqt 

MR. FOLEY 1 1lo. 

H.ll.JR: 'lhia ia the first TOll had heard about 1 tt 

MR. FOLEY: I dicbl't lmow abOilt the conternoe. 

MR. CAlliS: I ll.an a uitten ...orand• troa hia 
in lhioh he expreul7 declined to gin an opinion, ad­
drlued to Charlie Bell, I think. He said, 8 I can not 

fin ;rou an opinion on thia.• I ll.an that on fiT duk 
n uiting. 

MR. FOLEY: .l ae110randU11? 

llR. CilRBS: floom Larr;r, ;ru. 

MR. TH~: Bow old ia that? 

MR. C.liRIS: I don't recall the 4ate. 

B.ll.JR: Get it. 

(Kr. Calma lett the conterenoe.) 

H.ll.JR: Ia he in tll.a building? 

IIi. FOLlY: Yu, he 1a in todq. 

IIR. BtJFl'IIG!tlh llozwan, tll.at waa not aa long a1 
11:1: weeki ago, becauee that wa1 about the ti• that Cll.arlil 
Bell uote tw rou.r aignature the letter to Walt Dimq 
at hi• request when we raieed that queetion, could it 
be paid, and I got the impreuion from the talk tll.at ;rou 
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had decided, or it had been decided that it could be 
paid. 

. MR. 'J'HOIO'saf: It 11111t han been the nbjeot of 
this -rand• he wrote. I was under the I..pnuion 
it wae when we were debating about the estimates tor 
our budget. You aee, we questioned as to whether the 
!unde were aTailable. 

H. ll. JR: Waa Charlie Bell 1n on thief 

l&R. THCIIPSON: Bell and SchoenelWl both. 

IIR. BUFFINGTON: That was about a month ago, I 
think, early in January. 

B.Jl.JR: And Bernard came in and aaid it was all 
right? 

lm. THO.l&PSON: Yu. 

(Jlr. Cairns re-entered the conference . ) 

H. Jl. JR: Well , I would say from this - he doesn't 
S&f that - ~e are not in a position to giTe you a legal 
opinion on this . I auggeat you explain your aotiona 
aoaew·hat as followa. • 

WR. C.l:rnNS: Yu . I understood Kr. Bell naJoing 
up on the Hill, and he called Larry to aak him, a Larry 
aaid, ~I can' t tell you whether it ia legal or not.• 

H.ll. JR: But he didn't tell him not to do it. If 
I got that thing I would aq, •1'ha t 1a all r lght . I can 
go ahead. " This ia the wq to explain it. I aean, I 
would take it from that that it you are going to go ahead, 
it ia all right. 

MR. THOO'SON: Be probabiy gan that to Jlr. Bell 
when he was going up on the hearings . 

KR. CAIRNS: When he waa going up on the hearings, 
and I think Charlie said, "Is this legal or not," and 
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L&n7 said, •1 can't tellJ'Oil, but if rou are alked aboat 
it, aD,..l' the eo..ittee th1a ~·· 

B.JL Jlh But he didll' t aq, •DoD' t do 1t. •. 

(Mr. Bernard entered the conference.) 

B.K..JR: lAr1"7i good moming. !YidentlT then was a 
JHeting in Kr. Sull van' a office when they alked you 
whether we could or couldn't p1.1 tor the D11ney picture 
out ot Internal Revenue. 

MR. BERH!RD: No, not 1n &.lllhan' • ottioe. 

B.)(.JR: Where •• it? 

JIR. BE!UWU>: Olarlle Bell called me on the phone 
the dl.f they went up before the Appropriation• Committee 
and asked 111 whether I could give an opinion on the 
legality of the p1.1111ent, and I told hia no, I would have 
to look into it, and we talked about it a little bit. 
Be told me IOlUthing about the picture. J, said, "Well, 
Olarlle, I have got a tn ainutee. I will do the beat 
I can. I will give you an arguMnt which rou can use 
it you are called upon to aay aii.Tthing about it, but I just 
don •t have tille. • 

B.ll.JR: there was no meeting? 

liR. BERliARD: No. 

KR. THOMPSON: Didn't you attend the meeting Helver1ng 
na in in Sullivan's office on thh? The question wae--

liR. BERN.lRD: How long ago? 

liR. THCilPSal: Ch, aix or eight weeks ago. 

liR. BERl'IARD: ell, no, that nan' t on thia film. 

liR. THOMPSON: Yea, that ia what the7 were diaouuing, 
the tunda for the film • 

.. 
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11R. BIJUWU)a Jo. I waa 1Jl a Metlq at aloh--

111. !JICIIPSCih Helnriq •• then, JOU rlllllllber. 

Ill. BIBJWID: !hie h aboat two uul a hall .,.the 
ago or longer. Helnrlng, &llllT&n, lCoi'IIIJl Calm, 
Tarleau, Blough, Grona, Gul1ok--

JIR. THCIIPSON: That 1a rbht. It waa all the tax 
money that waa up at the , ... Uu, 

JIR. BEIUWUh Ro I thq c11 emIt &lk .. about the 
picture at all. lhat thq wanted to mow at that tiM 
•• whether the regular Rnenue appropriation would be 
anllable to ~ tor eal&riea of thle 1tudy gl'Oup in 
~ ; !arleau 1 ott1ce and Blough'• ott1ce, and I ea1d 
711, they Wire all working on tax utter•, but there •• 
no •nt1on--

H.M • .TR: Well, this picture 1a in that same group. 

JIR. BERNARD: No, their ealariea. 

JIR. TBCIIPSC!i: There 1a no quution about the 
legalit, ot their ealarlea. 

liR. BERIWID1 !hat •• the quut1on that he ralaed. 

liR. BUFFIJ(11'01: loN&D., it rou get onr two 11011the 
ago, you &Pe getting behind the tlae when •• had our 
firet dieou1eione with Disney, beoau1e thia waa the 
tenth of .Deo-.r. and we had our fir1t c11eou~tione the 
nineteenth. 

JIR, THOMPSO!f: Charlie Bell told M just a couple 
ot d::-fd;f: that au, HelTerlng raised the question o! 
the le tT of thh picture, md you were called in 
and d it wae legal. 

JIR. BERif.lRI): No, I c11d not . The onl.T tJ.e I ner 
talked to aurbody about the Donald Duck film ... when 
Charlie called me on the telephone the day that he went 
up before the Appropriations Coaadttee, and I told hia 
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then I just couldn't give hla an opinion on it, because 
I would han to look into it. 

R.M. JR: ()le of Jour aemoriu 1a wrong. You can't 
both be right. 

JdR. TIIOJ.!PSOIJ: I wasn't preoont . SohoonOIIIAil and 
Bell told ae that. 

R,M.JR: Oh, JOU weren't preeent? 

)lt. TH(I(PS(!I: No. I wam't pruent when they were 
discussing that partioular it ... 

MR. BERNlRD: I remeaber the meeting JOU mentioned 
Tei'J dhtinot}J". 

MR. THQ).!POON: 1hat is what the7 told me, that JOU 
gan them that opinion. 

MR. BERNARD: That question was not rahed. Tho 
onlJ question the7 raised was the availabilit,r of the 
regular appropriation to p&J for the salaries of these 
people, because they were working over here in the Trea~, 
and I told thea as long aa theJ were working on tax mat­
ters, it was perfectlJ all right, that location didn't 
aean a thing. 

MR. '!'H(I,(PS()I: I don't see wbT the7 ever asked such 
a aillJ question, because we have been doing it for eight 
Je&ra. lll the people Blough and Tarleau have are paid 
that wq. 

MR. BER!WU>: Charlie Schoeneman waa alao there. 

No, the question, Norman, aa 1 reoall it, the Ap­
propriation iot sara that the money shall be spent under 
t~ direction of the Commissioner of Internal Revenue, 
&Qd Helvering raised the question whether that mone7 
could be used inasmuch aa these people were not working 
under hie direction. 

liR. TH<JIPSON: Yes, but the personnel h placed under 
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the hands of the Secretary of the Trea1W7. 

Ill. BIRJWlD: Johll &llli:nn called u ap. i'h17 had 
lwl some clhou11ion abwt 1 t. 

(Ur. Charles Bell entered the conference.) 

H.Jl.JR: Hello, Bell. 

liR. BILL: Good mol'llillg, sir. 

H.K.JR: Well, what h 701lr reaction, what authoritr 
or opinion did rou get on the Donald ~ole picture as to 
aethocla of paring for it. 

liR. BELL: Jlr. Barnard gan .. a eo.ptroller General's 
opinion that the Gonrmaent had entered into contracts to 
talce moTlng pictures. We had that muoh of a precedent. 
We had nothing identically w1 th the Donald Duolc picture. 

KR. FOLBY: Well, was that before or after the 
picture waa made, Charlie? 

liR. BELL: 'l'hat was before. 

llR. FOLEY: When, do you r111ember? 

MR. BELL: I think it was right following our 
oonferenoe with Helnring and Ilorun Cann when you caae 
up 1n &llllnn' 1 office. It aight han been probabJ.T two 
or three •••It• alter that. 

KR. BEIUWU>: No, the oniT tiae I talked to fOU 
about the Donald Duck thing was the da7 rou called u on 
the telephone before you went up before the Appropriations 
COJRithe. 

MR. BELL: I think that is correct. 

MR.BlJUWtD: And 1 gave you a memorand1.111. I told you 
I couldn't g1 ve you an opinion becauee I didn't have ti.lle 
t o eo into ft. 
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MR. BELL: That is right. 

MR. BERN1RD: I gan you a ••or&ndua aqiDg, •'l'hia 
h an arguaant that you llight uee it you are o&lled upon, 
but I can't--

MR. BELL: That i s right . 

JiR. BERN.lR.D: And the me110rt.nd11D1 said that in eo 
UlJ;f Wl>rda, and I did gin fOU a oouile of Comptroller 
General' e deoieione, but it wae all could do in the 
tiae I had. 

il.ll.JR: ihat about th1a 111et1ng, Nonun, that you 
told me that was in Sulli Tan' e o!!ice where he did get 
an opinion? 

(llr. Schoeneman entered the conference.{ 
MR. BELL: We had a meeting in llr. Sull Tan's 

office, and we asked Mr. Bernard at that meeting whether 
llr. Helnring could p~ for oert&ln of these expensu, 
the research principal~. That was the item of discus­
lion. It was llr. Bernard's general, offhand opinion 
that that was administratiTe expense. 

H.K.JR: I am not interested in that . Did fOU ask 
him about Donald l)lck at that meeting~ 

MR. BELL: I belieTe not, llr. Secretary, as an item. 

H.ll. JR: At that meeting you didn' t ask hill? Then 
when did rou get an opinion? 

MR. BELL: Just before we went to the Hill. 

H.ll.JR: And all rou got is what is ln this memo. 

YR. BELL: Yes,air . 

H. Y.JR : But that is not an opinion. 

llR. BELL: No, sir, as I recall it, ~. Bernard said 
he couldn't give me a definite opinion. 
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H.K.JR: Welle did you enr aak him tor an 
opinion aubeequent~? 

31. 

JIR. BElL: ~ on that one ocoalion before going 
to the Hill. We thought they would pl'Obabq aek ua what 
bails of authority they had. We would then be in a 
poaitlon to sar that we had been guided by the General 
Counsel, but we decided that we couldn' t uae juat that 
language . 

H.K.JR: Well, now, here we are, you aak before you 
go up on the Hill and we han got thia hit and 1'1Dl 

meaorandum. It 1a not an opinion. That is all we han 
got. Now we are faced - what 1e the date of thet -o? 

JIR. FOLEY: The twentr- anenth of January. !hat 
waa after the picture waa made. 

H.K. JR: Oh, well, that ia a long tiae after . 

MR. BELL: I don' t believe there baa ever been anr 
question in aDfOne ' s mind aa to the ability of the 
Tre&SU17 Depa.rtment to pay !or this expense. It baa 
always been r egarded as a legitimate expense. 

H.K.JR: You aee the point I am going back to is 
this. Yesterday I aaked Nol'IWl, •ean we pq tor it?" 
1 baTe asked him before that also. You (fha.paon) 
alWIJa told me yea, there was no question about it. 

KR. THOl&PSON: I still han no doubt in rq mind. 

·H.K.JR: Then, being cautious, I asked tor.ally 
tor an opinion. I said I wanted it from Foley and I 
said, "Rave soaebodl work on it . • I wanted it done 
laat night. I just wanted to double check. Now I 
find J11188lt in the position that we han got the thing 
and it ia very questionable whether we can pay for it. 

liR. FOLEY: I wouldn't say ney quutionable, Jlr. 
Secretary. That isn't what I said. I s.y that I can't 
tell you unequivo:HlT that the Comptroller General will 
paaa it . He baa owed some, and be baa disallowed 
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OtilOI'Io .. tllol' 01' DOt 1t 11 a llOOOIIqf ezpa4i tvo 111. 
fall oplllloa lo ... tblllc that be alGM ou 4itll'lllM. 

I.JI.lla W.U, oa .... •• I 4oa't bolr, w W 
._tlalq •'•'lor to Wo, :roar hr, •• • 1 .._ 

I told 70u I would hold 70u reapon1ibilo. You .oot llkolJ 
r...-ber the caao. I aaid I would hold 70u responeible 
to aee that I didll.'t get oat 011. tho 1114 ot the u.b Oil 

t:q upend! turea ot cq kind, that 1 t na {::! i: to 
••• th&t .. sot tho la11Jer• u4 ru would 
WtlaUn. Do :rea 1'1 '•r 1lha thl oa•• ••t 

JIR. t'BOIIPSCih ft&t no tho oa10 ot tho toleplaou 
pri ft to l1llo. 

B.ILlls Yoo, IMt I told ;rou at that u.. It h 
7ov Job - 'llho 11 ohali'Uil ot W• fi' .. IIIPJ' lla4got 
ec-lttoot 

JIR, t'B<Jr.ICB: Ill'. Schoea..a. Well, I alftT• 
ooanlt l.al'l'f 011. t:q doubtful queationa. 

B.Jl.llh Yeo, tiilt--

JIR. 'lH<JIPS(Ih I lal01r ot DO prOY1110D. ot law that 
prob.J.bih tho pwooha11 ot a .ewing picture, ao 111 tho 
abaenoe ot a prohibition in tho I&. and a broad appro­
priation like RoTono, I can't aeo now there h t:q 
doubt. 

B.II.JR: Gentl ... n, after lhtenill.g to all ot th1a, 
I feel the regular !reaaury personnel hasn't protected 
••· You h&Ten't. I night juat u nll oall a apade a 
apad•. You han got tho whole lerl atutt, &lid n01r 
here n are and I aq - I juat go that tllaq thJ.q 
to rut on. 

JIR. 'l'BCIIPSCJJ: Well Jlr. S.oret&J'71 tharo 11 DO 

doubt about tho nailabill.t,- ot that - the tact that 
Collgi'eaa 1a writiu 111 a prohibition to prohibit tuda 
tor that purpose, {hat ua!catea there ... 11.0 prohibi­
tion up to now. 
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I.Lna It 111ale..nh •• ..n, he 111111114 'IIP1te 
lt tM..,. tJdlf 4lltu otUr Wu. I ..ur.toocl, tUJ 
...U 'IIP1te lt 10 w oMila't N It cnat ot 111r appn­
ll'latloa. It u ••otecl that n 001114 JOT t•• 1 t, 
.. wcnall wlte the til'--' 10 w ooulaa't pq fol' it at 
all. 

111. SCBOIIEild: Ill'. lf&Jok llliel41, Clerk ot the 
!lwM Collaittee, tolcl ae thh aoMling, or rather lllg­
plted thie .,~. "'liT acna•t 7011 go ahea4 azul pqtor 
It Ollt ot IDtenal BeTcUe, ua4 let the •ttv aript• 

8.L.JI1 Well, now, Sobon-, ltt'a aq that I 
eq, >. lhead .. a pq tor it. • 11hiola TrM11117 ottlolal -
I ll:laow I cloa't - bat Whioh !I'MIIII'J' ottlolal will thh 
be alappecl oat 

Ill. SCBO!I!II!I: I doubt Te'f'T auoh, lfr. Storet&'f'T, 
whether lt will be alappecl on &liT bauu17 ottlclal. 
I bellen lt will eDd up aereq an exohanJte of correapoDd­
enoe between the eo.ptroller General and fhe Trea11117. 

H.IL : tu, bUt ~e - let•e ju1t ~the 
Ceq tn:~ller rul11 point b that thh oan' t 1 palcl, 
Ol' rather that attn it ha1 been ~lcl - I don't mow 
all the red tape -thq h.blcl IGUboq reaponelble, don't 
thqt 

Ill. fii<*PSCII: !'he dlaburelzag ottloer. 

Kll. lOLif: !1M dleburaing ,ottlcer, ana then 700. 
wvuld baTe to go to fo to the 1111 with a releaae bill 
to tree hla aocolBlt hat had been dlaallowed in the 
laOUIIt of eighty thoua&Dd clollara. 

H.ll.JR: .&ncl auppoelzag thq don't clo lt? Slppoalzag 
thaT ~ote •• clown then? Then who la held tor the 
elptJ thouaand? 

Kll. BJBIAID: fechnlcallT the clleburalng otflcer, 
oa hla boDd. 

MR. SCBOmvtR: But enq other Depart.ent ot the 
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GoYtl'IIMilt baa 110t1oa ploturta. Shltlcla told ae thh 
1101"111~, Be aaldl. "fo'IU' Na'f)' Dtpubunt haa QT Jl111lbtp 
ot til:ie. You toaa &l'e l::t nodota ln the gue, You 
needn't be a~d ot ha• a aotlon picture tl!. beoauat 
the other tellowa are doing lt.• 

H.K.JA: I aa not ashamed. I said at 1q preu con­
tertnoe yuterdq not onl1 that I take tul:l respona1b111tr 
tor it, but I said, "I wish e•e.,thing we did in tht 
Treasury was aa good. • It 11 1n the paper todq, You can 
Ptad what I said. I aa not ub&Md ot the tlla, but I aa 
tJ'7lng - I went all throudl thi1 once bet ore, and I aa 
tr.rtng to ~reea on rou freai'IU'T people - I .. an, I 
thlDk that this was done - there was a question ot doubt. 
Charlie Bell had a doubt beoauet he called up Larr,r 
BerD&l'd and he doun 't until jult be tore he goee up on 
the thing. You can oome back and eq, "Well, now, you 
had better button this thing up.• I mean, you had better 
butto.n thie thing up. 

MR. BEU.: )fr, Stcretaey, we had the clearance ot 
the Bureau ot the Budget betore we entered into any ot 
thie. We went onr earl¥ 1n December. We aired it 
with them. They told ue to spend the money out ot the 
last quarter ot Renn:ut money. · 

H.ll.JR: h Herold !Sith goind to go up on the Hill 
and teetity ln • behalt. 

KR. BEU.: Ko, air, he won't, but I belie•• it 11 
a legiti.Ju.te expenditure that will stand up with the 
eo.ptroller General. 

H.ll.JR: Charlie, you know ln the long-run no one 
looks atter any Treasury people except tbe Treaeury. 

MR. BEU.: Well lfr, Storetaey, there wasn't a­
Mr. Bernard will tell you, &ll1 baeie that would give ue 
concrete advice ae to whether wt oould detinitelr or 
could not detinittq, ian't that true? You couldn't 
concluei••lT •AT· 

MR. B!DlH!RD: Wtll, llhtn rou called me, I hadn't 
thought ot it at all. 
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KR. BELL: !nd I don' t believe anybody here can say 
this morning defi nitel y that we can or we cannot. 

KR. FOLEY: ldr . Secret ary, the procedure in my 
diviaion for opinion• is pretty well defined and I 

' rett;y well Wlderatood t o t epar t . 
. .. 11 tonaall; ulce or an opinion o this 
matter before any contract was entered into fo" the 
picture and be~ore anJ o .~~pe.uilt r;r.s incurr ed, wo would 
have said at that time t hat there is no specific prohibition 
agalnat the use of these fWlds. Whether or not the 
Comptroller General will allow the expend!ture as a 
necessary expenditure out of the currant appr opriation 
tor the Bureau is a question that ought to be taken up 
with him and i t ought t o be cleared with him before t he 
expenditure is incurr ed. That is the onl;y way to be 
a&! e. That is what we would have said. How, we weren 1 t 
asked and I don' t think that we do business around here 
on a basis of calling somebody in f r om my office that 
may or may not have anything to do with this . Larry i s 
not in the opinion section and Larry wouldn ' t be t he 
fellow that would work on an opinion of this kind. The 
matter is a thing that would be referred to Cairns and 
then to Fiedler and the opinion section would work on it 
and the opini on section would say, 1aere are the precedent s,• 
and I would r eview the thing and I would come to ;you and 
I would tell ;you an a practical matter what I thought 
;you ought to do, and I would sa;y to be prudent here and to 
be sate if ;you weren ' t going to ask--

JJR. THOMPSON : Why go to you at all? Wh;y not go t o 
Lindca;y Warren? 

MR. FOLEY : Ncm, you have to go to him after a record 
has been made against ;you, af t er you have been turned down 
in t he House after a specifi c r equest for a def i ci enc;y 
appropriation to pay f or this item, whereas i f you had gone 
over in t he first flace and just said, ~low, we don ' t have 
any doubt about this, but we want t o make sure that ;you are 
not going to raise a question about it1 and here is this 
propositi en and we want to make sure tba t we are not going 
t o hhve any trouble with you later on,• and he, under those 
circumstances, would say O.K. This way he lli&Y want to 
l ook i nto i t . He may pacs it on down the line and some 
of his people l ike Tulloss and those people tbat were 

- - ... . ~-·-~ -·~ . 
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there befor e he came over may have VJry serious doubts 
about t hi s and it mal ~e r ather dif1i cult for Lindsay 
i.'arren now to say Q,,c. , whereas be!'ore there v1ould have 
been no question about it . 

;m. SC!!OE:Ic:AN : You r emember we had some difficulty 
years ago on t he use of radio and the Comptr oller General 
disallowed t he item, di dn 't he, 1!r , Thcmpson? 

mR. Tli01l'SON: Yes, the same thing . 

J.ffi. SCliOElt EJ,ifiN: And then there were a series of 
letters, but i n lhe end be finally permitted us to do it . 

~. FOLEY : Back in 1935 he allowed out of the 
appropriation that t he President maae available f r om his 
emergency fund of a million dollars an item for a 
Resettlement picture on soil erosion . He said that was all 
ri~:ht . There •::as a l ot of cor respondence back and f orth . 
There was not--

LR. CAIRi:S : They wanted to instl•uct t he employees 
before t hey sent t hem out in the field . 

~.:A . !"OLEY: Yes, a::a t he;,· wanted to use t he film for 
purpose s of instruction and he cleared tbst . Another 
time he told t he 1/eteran 's Ad:ni r.i st r&lion that they 
coul dn ' t contract for radio tiue i n order to instruct 
the Veterans in t he change of the law and i n the change 
of rern:;a tions . He said that t he t wasn 1 t essential to 
the a 'nistration of the Veteran ' s laws . 

11.1f. JR : \';as J.:r . Sullivan handling this i n t he f irst 
place? 

!.ffi. FOL::Y : ·:.ell, it :Jormally 11oul<i come under John, 
because he is in che.r&e of t he Bureau &3d it comes out 
of t he SUreau appropriation . 

HX . JR : .. ell, who took it up with you people? ' .. bo 
said 1·:e wan ted it? 

~. SCHOI-::::;,:AN : i.!r . ilu.rfine ton . 

LU: . 3<, P"lfTON : I did . 
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B.Y:JR: Vfuo did you go to, George? 

tm . . BUFFINGTON: I wrote a memorandum originally 
outlining in a general way what the expenses were and I 
had that initialed by John Sullivan, Norman, Mr . Helvering, 
with the understanding that his initials were attached, 
we understanding that there were no funds available in 
Internal Revenue , Then I went to Charlie Bell and to 
Norman Thompson to determine how we were going to get 
funds for that purpose . 

MR. THOUPSON: We decided we would have to go to 
the Budget wi. th an estimate in view of the --

B.M. JR: I still say, gentlemen, I hope that this 
will be a lesson to the regular Treasury personnel, 
because it isn' t the standards under which I can work. 

MR. TH01iPSON: Of course, at that time \'le had no 
question of the legality of the thing. 

H. l.l. JR: No, wait . The thing was something new for 
the Treasury and it should have been gone into right in 
the first inst ance; "Is t his all riglit.1 Can we t:O ahead 
and make a commitment for $80,000? Is the money 1n 
Internal Revenue? Is Mr . Helvering satisfied?" I mean, 
this isn' t something - I mean, i f I hsd sent for you and 
said, "I am going to do this I don ' t care what happens " 
I mean, there was no particular pressure on you. 

(Ur. Sullivan entered the conference . ) 

H.M. JR: Hello, John . 

!.ffi. SULLIVAN: 1fay I come in? 

H. M.JR: I don ' t know where you fit in the picture, 
but I am simply saying that this picture never should 
have been born in the first instance until they had 
satisfied themselves with the General Counsel ' s office 
t hat it was absolutely legal. Now I f ind they never 
gave the General Counsel's office a chance and on t he 27th 
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of JanUU7 thef aaktd Bel'llal'd here, ancl that •• loag 
after the picture •• made, and it na rtacb" to be 
delinrtcl in a couple of d.Q'1. low we art :tactcl with tht 
!act that we doa't lmcnr what fOUl' ••••1• 11 !rca the 
Bill bat - ltt'• 1&7 fov ••••ace 11 that we ahauldll•t 
aalte the tight . 'l'hen how are we going to p<i:'Ff6P U and 
what is going t o happen and so forth and eo I doa •t 
know juat where fOU fit in the whole picture. 

KR. SULUVAN: I didn't tit in it. I nan't in it. 
I mean, George ·frequentlf talked with me about it. 

H. li. JR: You (Schoeneman) are Chail'ID&Il of th11 
CCIIIIli t tee? 

KR. SCHOENEKAH: Yea, 1ir. lia;y I malce this atat•mt? 

H.Ji. JR: Nol'ID&Il is mT .ldminhtratin baiatant and 
I c.harge him particularlf, and it h hie responsibilit)' 
and 1t il fOur responsibility to see on aoaething like 
this that there are no loopholes. · 

MR. SCHOENEJWf: CD the afternoon that Walt Disney 
waa here--

H.ll. JR: I mean, after all it ;you had CQill to me 
and Kid, "lfow, Jir. Jiorgenthau, gin us time, don ' t pu1h 
ua, • through lforaan - bUt no one has enr mentioned a 
110N. \Dltil I raised this question last night. I called 
fOU at hoae, didn't I, Foley? 

KR. FOLEY: Yes. It was late in the afternoon and 
you called Ill at mr office. 

H.Ji.JR: I waa hoae. I na worried. 'l'his isn't the 
way. It ia water onr the dam and I am going to take it 
now. 

KR. SCHOtlHlWf : llr . Secrett.17, there are other matter a 
&long aimila.r lines whioh we 1hould watch. For inatanoe, 
changing procedure in the Jiint. Wt shouldn't let that 
happm without having it very carefully investigated. 

H.ll.JR: What ia that? 
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J.IR. SCHOFlUl!AN: Paying overtime to the llint 11111ployeea. 

lLR. THOl!PSON: llr. Swope ordered that and I bad to 
atop it becau.e of the aame thing, we had no mon•{· He 
baa ordered them to buJ preaaea and told Harold, Don't 
worey about the mone;y, you will get the moneJ, • but I 
told Harold not to do it. 

R.K.JR: That ia what you are here for. 

J.IR. SCHOmtE!UN : We don't feel that we should atop 
what ;you have ordered done, .L!r. Secretaey but--

H.K.JR: Yea ;you should. &t I want Jou to go beck 
over nine Jears and show me a case where I ordered soae­
thing where I didn't first go through the regular channels 
because I ban never been in hot water. lionaan, f}!e 
me a case where I have gone ahead and bought anyt g or 
made an;y financial commitments. I remember during the 
World war the time that Julius Rosenwald got in trouble 
over the shoes . I never found out until the other daJ 
that it wasn ' t Rosenwald1 it was Stanle;y King, president 
of Amherst, who bought tne shoes from the former president 
of the company that he was associated with and StanleJ 
King was \Dlder Rosenwald and KcKellar went after Rosenwald 
and he had to resign froa his job and go onr in the Red 
Croaa, but it was Stanle;y King. But I ban alwa;ya re­
aeabered that and ever since I have been here I have 
told ;you boys--

J.IR. THOJa'SCW: Well , it is our duty if ;you order 
a picture or anything to see that we tali you--

H.Y.JR: I mean, I have never bought two cent's 
worth of an;ything, as far as I l:now. Do ;you know ot 
a case? 

J.IR. THCilPSOll: No . 

H.K. JR: And I have never been in hot water before. 

J.IR. THOllPSllf: I don't think you are in hot water now. 
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MR. SCHOENEMAN: Yr . Secretary, DlAY I DlAke this 
further statement? Walt Disney had to t ake a plane at . 
about a quarter of four and with him he had to take a 
yes or no answer in order to get into production. That 
was before we t.en t to the Budget . The decision had to 
be Dl/l.de. You remember that, Geor ge . 

!JR. BUFFINGTOi'{: Yes . 

MR. THOMPSON : Neither Schoeneman nor I had any 
doubt as to legality. 

H.1f. JR: Hor1 long have you worked for the Government? 

l.!R. SCHOENEL!AN: I hate to tell you. Thir ty- six 
years . 

H.U. JR: You ought to know how to resist snap 
jud~ent or pressure. 

MR. SCHOENEMAN : I have l earned it this morning. 

H.M.JR: Vlellf don 't forget. You know me . When I 
am through with this meeting it is washed up and forgotten 
and we go on to the next thing . I don 1 t caliY anything 
from one meeting to another. It is finished, but I want 
to impr ess nn you. You too, Charlie . But lihen this 
meeting is through then we go on and decide how to handle 
ilcwt I don ' t carry things over . Now, John? 

MR. SULLIVAN: I couldn't see Congreseman Cannon 
until one thirty bu't I did talk to him on the llhone 
because 111' . Thompson and Yr. Bell and Mr • .Buffmgton 
and Mr . Foley and I were afraid that if we pressed 
this they might come back and put a stoppage on all 
pictures and prevent us from paying it from any source 
and that was the intimation the clerk of Anpropriationa 
had given to Yr . Schoeneman. So I talked wlth l&r Cannon 
and I asked his opinion over the phone, since I couldn •t 
see him until one thirty and he said that he thought 
that i t would be better to let this go over until the 
next deficiency bill and that by that time all of these 
associated troubles would be forgotten and we wouldn 't 
have any troublo, and I asked him how we v;oul d fare if it 
came b.ack from the Senate with this item in it and he 
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l&id wll u thCIIIIdat he oould put it onr bat Cll tbe 
sole he llloapt 1{ woala be belter to let it p 11Dtll 
the aext bill. '1'hea I went up to the Bill. I •• lea'ring 
ae Wa ... Uag atal'ted and I aaw CODyuau WooclFia end 
I talked with h1a about it ana he aa1 that he Toted tor 
i t 1a the o.Uttee ana agalaat 1t GD the noor. That the 
thing was generally misunderstood that it was an unorthodox 
approach to the problem of educa ting the public on pictures 
and hmoe lhould han a 1'117 atrODg presentation. .lnd he 
s~i!, •ay the war, how much are the producers paying !or 
thia picture end to whc:a are the7 ~7ing the mGDeTl We 
'llllientua JOil are not gettiD,c ADJtlWag !01' 1t ana the 
DillleJ pictUI'ea just aren ' t tlil'own around. • ana I laid, 
•ner: are not paJing m7tb.ing. We couldn't get th• to 
re.uruge thelr eohedulu tO ebolr this all onr the 
oomtl'J 1a eix weelte 1a twelve thouaand theaters it we 
wer e golag to ake th• paJ tor it. • Be 111~, "llan7 people 
asked .. on the fioor Jllterdaf afternoon.• T&ID we die­
OUIIed the pictUI'e at eou length and the nabere ot the 
tilers and the !act that there were seven .tlliOD tilers 
bqoad that who had filed onlr ODce and tba t was laet rear 
be7ond our general problmn. .lnd he said, •I think rou 
ought to go ahead with this and go ahead over in the Senate 
and present a strong can and then come baok and we can take 
car e of it in conference. • !nd he said, •It there is &Dfbodf 
in the Sanate COIIIIIIittee reu want me to call, I will be glad 
to call th• and JOU can tell thmn that I han reooneidered and 
I aa in faTor ot this, and I will be .dad to do ~hing I 
oan to help {ou. • I said, "Would 1t lie better to preaent 
Wa now or o 'Dit until the next bill?• .lnd he aaid, •oh, 
no, preamt it right now because it JOU don't then you han 
loat in both houses and 7ou han got a two ftJ nrdiot apinat 
rou. The war it atande now rou ban ODlyloet ODe deciaian . • 

B.K. JR: Jow what 1e rour adTice to ae? 

KR. SULLIVAN: I think I ought to t17 to eee Woodrum. 

H.)(. JR: Woodrum? 

)(R. SULLIVJR: I IDB&D C&DDOD and put it up to him again 
becauae hia recommendation was going over until the next bill 
and I think that ie the opinion of ill of t he fellows here I 
han talked to. 

B.JLJR: ot course, the fellow to talk to 11 Carter 
Glasa. IGDe o! rou have taued t o him. 
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Mh. SULLIVAN : That is right . 

MR. FOLEY: Well, let's say that the Senate 
Appropriations Committee agreea. I thi.nk they probably 
wtl l . It wi l l get out on the f loor, and you will have 
a repetition of this same thing again, and you get 
politics mixed up wi th i t, and you get a voting record 
again . Let 's say you get by the Tafts and f ellows who 
will at tack you. You will have a good deal of publicity 
again . Then, the thing goes back to Congress, with the 
Senate authorizing ei&hty thousand dollars , with the 
House disallowing the expenditure with a t wo to one 
vote aeainst you, ~o fifty-ei&ht to a hundred and 
twelve. The House managers, it seems to me, have to 
represent the vote of t he House in conference, and they 
wi ll have to ask either for a special vote on this 
thing or they will have to stand their ground; and 
then, if you get a vote of t he ent i r e Congress against 
you, it makes it much more difficult . You should l et 
the t hing go through in the ordinary way and come up to 
the Comptroller r.ene ral without any heat or controversr, 
and perhaps you will never hear about it again. And, tf 
you happen to hear about it again, and after all these 
l etters t hat go back and forth in the light of what 
happened two years ago, becaus e it will be a year and a 
hal f or two years before the thing comes up, those things 
are usually paJsed by the Comptroller General , but - and 
he is not gotng to - has got no prohibition in the law, 
Mr . Secretary, that he can point to . I t is merely his 
judgment against yours as to what is necessary; and 
under those ci rcumstances, I don't think he is ever going 
to disallow the i tem finally; but if he should disallow 
the item finally, you can go back with a relief bill t o 
f ree the account of the disbursing officer of this item 
that has been disallowed, and thos e things are usually 
paid . 

H.!t. JR: \':ell, you told me that before , You are 
repeating . 

Lffi. FOLEY: Yes , I am repeating myself, and I 
don't think that Woodrum is any fellow to rely on. 
Here he changed his vote, voted for i t in committee 
and against it on the floor , and now he says. "You can 
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t ell tboae fellowa over on the other aide that I think 
they ought to do it.• I don't think that is good advice, 

H.X.JR: I will tell 7ou, John, what I would like 
JOU to do, aeey• 

MR. SULLIVAN: Yea, air . 

H.W. JR: I would like you to see Ludlow, who i a, 
after all, Chairman of the Treasury Committee--

WR. SUIJ.IVAN: That is right. 

H.W. JR: I would like you to see Saa Rayburn, aee, 
and John KcCormlck, who was not there yesterday. 

MR. SULLiVAN: I tried to get John this 'morning. 
Hewaa coaing back from Boaton, and went direct from the 
train to the lhite House . 

H.W. JR: I would like you to aee those people. 

MR. SULLIVAN: Yes,sir 

H.Jl.JR: And then this. thing ian't coming up in the 
Senate toaorrow, 1a it? 

MR. SCHOPlfDWI : Tomorrow or later, not todq. 

H.K. JR: Well, I would see--

)IR, SULLIVAN: I gueaa I had better aee Cannon 
again, too. 

H.K.JR: I would aee Sam Rayburn, John KoCoraek, 
Cannon, Ludlow, and Daughton, because Daughton, after 
all - it was to help the taxes. 1 

KR. FOLlY: He Toted against it. 

H.K. JR: I know. I would see those people, and 
then either this afternoon or the first thin~ tomorrow 
.orning we will have another meeting, depending upon 
what luck you have, see . 
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IR. SULUV.llh T11, air. 

B.ll.lR: Bat I would lib JOU to eee tho11 people 
NOaull I oua - I 41d ei.J 711\erdi.J at rq preee con­
ference I would fight, eee. luet to giYe JOU ua indi­
cation, Kr. Phillip Kurra7 wae here thia .orning on 
hia inYitation, uad I aeked hia whether hie union -
the aotion ploture union na CIO, Be eaid, "Jo, 1t 11 
J.1 of t. • Be ••1•• "' know what 70u wuat, and I aa 
w1 th fOil. 'le are ... ung, the eo-called War Board, llondlf 
w1 th 111'. Green. It 11 Jlr, Green• 1 IIIli on; and if Jrr, 
Green will uk •• I will join with hia on llondi.J in 
aaking a publlo atatoent addreu to Congren, aeking 
that fOU get thie.• That would be the first joint 
etateaent the J.1 of L uad the CIO han ude in fhe 
ftare. a han eoae frien4e. He eqe, •I will join 
)(r. Green in aeking • powerful etatnent, urciq 
Congreu to rl n JOU this appropriation, beoaue fOU 
ehould han ft. • I will nit, but rq inollnation 11 
to fight. 

KR. FOLEY: Tea. I uail if that has fot to be 
the decision. K7 judgaent ia that it ian' worth 
it on rour part for an eight7 thoueand dollar• approp­
riation that oan be abeorbed out of 7our regular 
upendl turu. 

B.K.JR: It ie a little bit deeper than that, !d. 
I think that - 7ou eee, back of all of thia - thia i e 
the openlnc of the Coifreaaional fight. Th•T can't 
critici11 Kr. RooeeYel on his war effort. The7 can't 
critici1e him on ~~ war production. So it gets down 
to a Tei'J narrow field, 

KR. FOL!T: Vel'f pett,. 

KR. SUWVAJ: Both Cannon and lalodrua aaid uactl7 
that, juet what fOU are ai.Jing now, that they can't go 
after hia. Be 11 lnTUlnerablt on hia war record, and 
that 1a the big thiq, and the7 are trTing to get thiqa 
between the e7e1 of the TOters and the aaJor iaaue. 

KRS. KLOTZ: That ia right. 
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KR. FOL!l t 'fhT gin th~ tire for that! 

R.K.JR: Oh, no, becaaae I haTe to be able t o tl&ht 
on a good baah. The OCD crowd hann•t. Therefore, I 
think it is up to ae to fight. 

KR. FOLEY: But JOU are sufteriq because of the 
bad poaition the7 are putting rou in . 

B.K. JR: Well, all throngh thla - I hann•t read 
the Congressional Record. Rave r ou read it yet'l There 
ia no attack on me peraonall7, ia there! 

liR. BERlf.lRD: No. 

B.M.JR: There ia no attack on ae personall7. 

KR. BERNARD: No. 

l!R. TIJJMPSON: Not a word. 

H.M.JR: I am goipg to wait . !fter all, thla is 
John's aeat, becauae if he i• anything- aaongat hie 
aany qualifications, he has good aense. I was going 
to say if he waa aDTthing, he waa a poli tioian. But 
aaongst hia a&n7 qualiticatlona, hi• old elbow cli.cka 
on this . I aa not a&Jing that othera don•t, but he 
knows thia, and I would like hie adrlce both aa a friend 
and aa !aaistant Secretaey, and aa a politician on thla 
thing, but they can't fight on the other baai a, but I 
can, and I would lon to go to the country with Donald 
Duck aa a partner. I think in the long- run I can laugh 
theae fellows out of town, but I am not going to let 
thta laugh ae out. I! I QUit, nerybody will think 
there h eo• thing I aa aihaaed of. I hue got nothing 
to be ashaaed of. That ia the fineat Governaent picture 
that has been turned out by an7 agenc7 i n &n7 country 
anywhere. Why should I han to do thh b7 the back door? 

KR. FOLEY: Wel l, you haTe got a Tote of two hundred 
fifty-eight to a hundred and twel Te, and it is not on 
the merits, it is a political thing. 
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B.K.JR: If Doughton would ear he woulcl clo it - I 
clon•t know, but let'• oount noaea. If Sea aaJI all 
ritbt, we will ha~e - it ther wi ll paaa it tn the 
Senate, we are aU ri ght onr hire. Sea aaicl reaterclaJ, 
"' u ahorthancled. }(oConaack hn't here. I han got 
no floor leader.• After all, when ther come back theJ 
will be ~oting on ours, and wouldn' t ther be voting on the 
three thing•? 

liR. SULLIVAN 1 Tea, 

B.K. JR: !her would be ~ottng on the queetion of 
over-lapping tuea,'llhioh haan•t b11n explained. 

liR. SIJWVjf( : !hat il right •. 

B.K. JR: The taJ reaearch thing which hasn't bean 
explained. It wun' t handled right in the Bouse, and 
ani(one of thoae th.ree thing• I could talk about, 1111 
one of those three t hings. 

liR. SULLIVAN : }(aJ I aek a quut ion? 

B.V.JR: The three thing• are in one appropri ation, 
aren' t theJ? 

liR. SULL!Vjl(: That ia right. 

B.K.JR: Three hundred and how auch? 

liR. SCHOENEIWf: Three hundred and fiftr thousand. 

B.K.JR: If we co .. back ancl OCD cloesn•t, ther will 
~ote on the Treasurr alone, won't ther' Tber won't be 
~oting the two thinga--

}(R, SCHOENEIWI : Tea, because ODD has nothing to 
protut. Ther have lost nothing. The aendlllent that 
waa put in aff ecting OCD cloean• t reallr affect them. 

H.K.JR: The;y can go ahead ana hire 1111bod1 ther 
want? 

}(R. SCHOENEKAII : Certain1;y, because thoae folks are 
not patcl froa that appropriation. 
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H.ll.Jlh 14f 

JIR. JOLlY& 'fhat h all the IIDr'e reUOD 1lhJ thia h 
all a lot of politloa. It ia't on the aerita. 

B.K. JR1 Well, there h no arguMnt about that. 
John, 1.! you would go up there ana see Saa Rayburn ana 
John lloCorucll: and C&DDon and Lwllow and Doughton ana 
juet keep a little thuabnail all:etch of what each :j{'' 
either tonight or to.ol'l'ow, ana I would lib to t 
about it again. I realise it hae taken three quarter• 
of an hour, but I han got enough Irhh in ae that I 
like to fight. . 

JIR. SULLIVANs Atta-boy. (Laughter) 

B.l(.JR: I juat don't like to take a licll:ing--

JIR. FOLET1 Don't count ae out. I will fight too. 
(Laughter) 

liR. SULLIVAN: I would like to uk a question, l(r, 

Secretary. I think tiae 1a very definitely on our aide, 
because eve1'7 day--

B.K.JRa I agree with you. 

JIR. SUWVANa lnry dq ailliona of people han 
eeen this ana the reaction 11 good, and I want to know 
the chance• of our deferring the hearing in the Senate. 

•' 
JIR. SCBOINElWh Well, you can defer it only u 

long ae they the .. elvea defer their consideration of the 
bill . They won't touch it today, but they aay touch it 
toaorrow. 

JIR. SUWVAN 1 Bat can we ull: thea not to touch 1 t 
to.orrcnrt 

liR. SCHOI!KEMAlh While you are at the Capitol, could 
you see l(c[ellar or Glasa~ 

JIR. SULLIVAN a I will aee Glau . 
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MR. FOLEY: Ko!ellar is Chai~ of the Suboomaittee 
on the Treasury, ien't he? 

liR. SCHOENEMAN: On defic!.eno!.ea . 

MR. FOLEY: This will go to McKellar. 

MR. SCHOENEMAN: .&nd Glasa will be merely a member 
of his subcommittee . 

MR. FOLEY: So McKellar is the fellow to aee. 

liR. SULLIVAN: I had better aee both of them. 

H.V.JR: He should tell Carter Glasa, "This ia the 
appropriation I am in. I didn't want to enc1111ber ~ 
appropriation with this additional eighty thousand 
dollars if I oould avoid it, but I have been turned 
down in the House . Now, you fellows advise me what I 
ought to do.~ That is the war I feel . 

MR. THOMPSON: Would you do that before--

H.ll. JR: .Ul right, any 110re Irishmen in this room? 

MR. BIJfPINGTON: Kay I make one point? 

liR. SCHOENEMAN : I u half Irish, ao I will take it . 

MR. BUFFINGTON: When Walt Disney left here a.fter 
the first conference, he had seen Helver ing 's memorandUIII 
stating he had no appropriation for this purpose and left 
with a statement that he was willi.ng to take his chances 
that if the Secretacy wanted the film, he thought the 
money would be found and no definite commitment was made 
to him until the letter was written in your (Bell's) 
office when Walt Disney was present. Durin~ that interval, 
he understood he was taking his chances subJect to the 
money being found for this purpose. 

KR. SULLIVAN: Who, Commlaaioner Helvering? 

KR. FOLEY: No, Disney. 
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MR. SULLIVAN : No, the Colllllll.uioner protected him­
self on this. 

H.M.JR: Well, l et ' s stop this now. John, you do 
a little work on this. 
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February 10, 1942 
12:41 p.ll. 

HMJr: Hello. 

Operator: Senator Glasa. 

HMJr : Hello. 

Senator 
Ole ee: Hello. 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

0 : 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

!IMJr: 

Henry Morgenthau talking. Junior. 

How do you do, Mr. Secretary. 

Row are you? 

Very well. 

Senator , I need a little friendly advice. 

Yea. 

You mey have seen the vote in the Houee yesterday 
on this Donald Duck picture. Hello. 

Yes. 

A.nd I wondered whether I could have en opportunity 
to show it to you; then attar you've seen it, get 
your advice on whet you th.ink we ought to do. 

Well , yee, you can do that. 

Would you like to see it late i n the afternoon or 
first thing in the morning? 

Well, either; whichever you •.... 

Well , we'll tix it to suit your convenience. We 
can show it right here in the Treasury. We have 
a place tor showing it. 

What i s it you want to show me? 

It' s the actual picture. It takes seven and a halt 
minutes. 
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G: 
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HMJr: 

G: 

!!MJr : 

0 : 

Hv.J r: 

0: 

H¥.Jr: 

0 : 

f!MJr: 
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The pict ure t hat you propoee to pay eighty 
thousand dolla rs !or? 

That's right. 

Yeah. Well, I can aee it moa t any time . 

Well , what would •..• ; 

I' ll come down i n the morning and see it. 

What t ime woul d that be? 

Well, I suppose t en- thirty? 

That'll be f ine. Now, would you like me to 
call ! or you? 

No , I have a oar and I'll drive down. 

51 

Fine . And t hen I'll look f orward to seeing you 
at ten-thirt y, and it only takes seven and a 
half minutes . 

All right. 

And we can show i t right harP. 

All right, eir. 

At ten-thirty. 

Yes. 

Thank you so much. 

J 
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«:ongress of tbt 11nittb lttates 
Jlouse of lbpresentatibel 

llai!Jin!l~Dn. Jl. € . 

Hon . Henry Mo~gentheu Jr. 
T~eas~ Depa~tment 
Washington , D. C. 

Dear Mr. Sec~etary: 

Februe~y 10 , 1942 

I have your letter or February 9th. I am 
glad to be able to report that the House voted on yeete~day 
259-112 to eliminate the Donald Duck operation. The vote i n 
Cozmittee of the ~bole on Friday was 78 to 63. Thi s showed 
vast ~provement in eentiment as knowledge of the situation 
became more ge.neral. 

I am ln hopes that you, also, will be 
persuaded, and that you will see that the Trees~ Department 
does not ge t into any more such si tua tions . 

I have not held this agains t you or against 
the Department, in my own mind, because you have simply drifted 
with the pressure tor the wasting of Government fUnds on eome 
of these projects. 

I do hope that we may now have an all-out 
defense e1'1'ort on the pa~t of the Treasu.ry and all other 
departments . 

Very sincerely yours , 

(_~~ 

\ 

• 
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February 10, 19~2 

Bon. Henry Korgenthau Jr. 
Treasury Department 
Washington, D. C. 

Dear llr. Secretary~ 

I have your letter or February 9th. I am 

glad to be able to report that the House voted on yeeterday 
259-11~ to eliminate the Donald Duck operation. The vote in 
Committee of the ~bole on Fri day was 78 to 6~. This showed 
vast ~provement in sentiment as knowledge or the situation 

became more general. 

I am in hopes that you, also, will be 
persuaded, and that you will see that the Treasury Depar~ent 
does not get into any more such situations . 

I have not held thia against you or against 
the Department, 1n my own mind, because you have simply drifted 

with the pressure tor the wasting of Government tunds on aome 

of these projects. 

I do hope that we may now have an all-out 

defense effort on the part or the Treasurt and all other 
departments. 

Very sincerely youra, 
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TREASURY DEPARTMENT 
Washington 

FOR RELEASE, MORNING NEWSPAPERS, 
Tuesday, February 10, 1942, 
2/9742 
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Press Servi ce 
No, 30-20 

The Secretary or the Treasury announced last evening that 

the t enders for $150, 000, 000, or thereabout s, or 91- day Treasury 

bi1ls, to be dated February 11 and to mature May 13, 1942, which 

were offered on February 6, were opened at the Federal Reserve 

Banke on February 9. 

The details or thle 1Beue are as follows: 

Total applied for - 1399,966, 000 
Total accepted 150, 049, 000 

Range or accepted bide : (Excepting 2 tenders total i ng 
$230, 000) 

High 
Low 

Average 
Price 

- 99 .950 Equivalent rate approximately 0.198 percent 
• • • 0.269 • - 99.932 

- 99.937 • " • 0 . 250 • 

( 17 percent or the amount bld for at the low price was accepted ) 

-oOo-
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TREASURY FIRARCIHG 
INTERVIEWS IN SECRETARY'S OFFICE 
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lo 

, 
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Kessrs. Kills and Repp, Discount Corporation 

c. J, Devine, C. J . Devine and Oo., New York 

~- Baker, Travelers Insurance Company, Hartford 
1 

lG.Je Mr , Parldfteon, !qui table L1te teelinnce , v x, 

10:50 

2:30 

2:50 

3:10 

3:30 

3:50 

Mr. Gibson, Manufacturers Trust Coapany 

Kr. Brown , First Rational Bank , Chicago 

Kr. Fitzgerald, or Kr. Walker, Northwestern 
Kutual Life 

Kr. Fisher and Kr. Murray, National Bank of Detroit 

Kr. Congdon and Kr. Coney, National City Bank of 
Cleveland 

Kr. George L. Harrison, New York Life 
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tEbRU.lRY 10, 194.2 

:R. R. A. YOU!iG 
PRESI DENT YE!it::R.lL RESERVE BA:tK 
l)1STOH WASSACHUSETTS 

60 

OFFICUL 

I it1LL TELEPliOlll:. YOU \'o'ED!IESDAY FORIJIIYlN TO GET YOUR OPHiiC1N 
AS TO \tl!AT YOUR DISTRICT 'IIOULD LI KE I N CO!'ltiECTI0N WITh OUR 
H NAIICHIG. ~.OUW APPRECIATE YOUR CHECKING WITH PEOPLE IN 
YJUR DI STRICT BETWHN !lOW MlD TOUORROW. REGARDS . 

HENRY I<ORGEliTHAU JR . 
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FINANCING 

Present: Mr. Bell 
Mr. Hae.e 
ll.r. Hadley 
J.!r . llurpb,y 
Mr. Schaeffer 
Mr. l.!orri s 

February 10, 1942 
4:15 p.m. 

6j 

MR. BELL: Stedman wants a two and a half, and he 
has got a hundred million dollars he would like to 
invest. 

H.1l.JR: What bank is he? 

XR. BELL: He is t he Prudential Company. 

H.M. JR: He nants a two and a half? 

l.!R. BELL: Yes. 

H. A!. JR: "Hhat have you got, Hadley-? 

tffi . BELL: But he has got a hundred million dollars 
to invest in two and a half's, and he doesn 't want any 
other security. 

H. M.JR: Is thi s today's? 

!.!R. HADLEY : Yes. 

H. ll. JR: What? 

MR. HADLEY: Yes, those are right up to the amount. 

H.M. JR: Did they lose much today? 
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~. llADLEY: They lost about eight thirty-seconds in 
the loneer area. It shoves them back about six months 
f rom previous estimates. 

(Mr. Morris entered the conference.) 

MR. HADLEY : It pushes the estimates back about six 
months. 

H.J.l.JR: Dan, supposing this military thing doesn't 
look so good tomorrow? Could we announce it on Frid&f? 

UR. BELL: I was wondering if you would like to do 
this. Supposing we sent it to the banks tomorrow after­
noon. 

H.U. JR: Yes. 

MR. BELL: J.nC. said, "Get all ready to catch an 
early train and release Thursday afternoon," and then 
they would put it in the mails and announce it Friday 
mornine. We will be here, but there is a holiday in 
eight districts . How would you like to do that? 

H.IJ.JR: ..I think we ~till do the.t and not announce 
it until Thursday morning. 

MR. BELL: 'llell, I noticed you said Thursday yester­
day . I didn 't know whether you meant that or not. Did 
you? 

II. M. JR: It was a slip of the tongue. 

MR. BELL: Because there are four districts o~en, 
and we shouldn't announce it until we announce it ln all 
of them. 

(The Secretar1 held a telephone ooversation with 
Mr. Rouse as follows : ) 
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HMJr: Hello. 

Operator: Mr. Rouee. 

HMJr: Bello. 

Robert 
Rouse: Hello. 

HHJr: Bob Rouee. 

R: Yea, air. 

Febru&rJ 10, 1942 
4:18 p.a. 

HHJr: I hope yol got lees d1tterent kinde or adYioe 
than I did. 

R: Ob, we got a great Yariety. 

HMJr: Yeah, eo did I . 

63 

R: But I think the weight or it - ot the whole t hing­
would tend t oward tbe - doing the whole thing with 
a one and a quarter - two and a quarter. 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

IIMJr : 

R: 

HMJr: 

I eee. Bu t the insurance oo~peniee want two and 
a halt. 

Tbat'e olear. 

Yeah. 

You probably round some or the banks wanted a 
note. 

Yeah. 

And that the two and a quarter really didn't eatiety 
• hundred per cent. 

No. I don't think an.;rbody- I'• Jun looklns oYer 
M7 notee - there'• onl;r one IDAn wae t or - Gibeon, 
the ..nutacturer, said •Let '• put it all i nto t wo 
and a halt's, '59- ' 6)." Hello. 

Yee , eir. 

And outeide or that, about everybody else wanted 
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R: 

!O!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

IDIJr : 

R: 

IDIJr: 

R: 

Hl<Jr: 

- 2 -

to aplit it or the inauranoe companies 
what ie 1t - two and a halt long. The 
eervative waa the bank from Cleveland. 

Tbay'r~ good people. 
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tdked-
110at oon­
Rello. 

Tbsy were the most conservative. They wanted a 
ten-year and a three t o five year note. 

Uh huh. Wall, we tal ked wlth the Savings Bank 
Trust Company this afternoon, and they thought 
either two and a quarter or two and three eighte. 

Yeah. 

Recommended againat the two and a halt on the 
theory that a t the price the two and a halt'• 
at '72 are selling, any inauranoe company or any 
buyer t or t wo and a halt can practically buy th8"1 
at par. 

Yeah. 

And he thought 1t would be a healthy thing 1n the 
whole market. 

Yeah. 

We fi nd no 1ntereet 1n note• at all. 

No intereet in notes? 

No. People that mention them don 't want to buy 
them themselves, particularly. Just a eaae or 
playing short. And the only onae t hat do recommend 
it, recommend it at a pretty eubetential rate. 

Well, one thing that I think I'm ~oing to do ie 
thie. I'm going to tell them- I m not going to 
make any ~ublic announoementa until Friday, be­
cause Bell tells me tour ot the Dlatr1cta are 
open - hello. 

Yes. 

And then on account or the war nawe , I might juat 

Regraded Unclassified



R: 

HMJ r : 

R: 

H!-!Jr: 

P: 

HJ(Jr: 

R: 

l!¥.Jr: 

R: 

HMJr: 

R: 

I!MJr: 

R: 

'IMJr : 

R: 

Hl(Jr: 

R: 

HMJr: 

R: 

I!Y.Jr: 

R: 
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as wel l gain ano ther day. 

Uh huh. 

But my reason i s going to be t hat I thought all 
the Districts were going t o be closed , and I 
find f our of them opene~. 

It wlll appear in the paper s on Friday morning. 

Yeah. 

And you'll have your meeting t omorrow at •.... 

J us t the eame. 

Jua t the same. 

But then we think we'll give you a pr eliminary 
and hol d it until Thuradey a f ter noon . 

Right . 

Have everything r eady. 

Uh huh. 

But not shoot i t until Friday a fternoon. 

'" e sent word to you t hat •.... 

Thursday afternoon. 

I mean Thur sday afternoon, yeah. 

Yeah, Thursday afternoon. 

Well , I hope you can go ~hrough with your meeting 
at eleven, beoauee we have ouite a Job to ge t 
it out in time. 

Yeah. 

And have it ready . 

Yeah. (Talks aside ) Tell Shaeffer t o come i n. 

In any event , we'll be he r e end we 'll be wor king. 
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R: 

HMJr: 

R: 

f!MJr: 

R: 

"!~Jr: 

R: 

HMJr: 

R: 

HMJr: 

II: 

HMJr: 

II: 

HY.Jr: 

R: 

- 4 -
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Well , we'll be talking to you t omorrow. I eay, 
I don 't - how much do you think the two and a 
quarter waa knocked ott to~ay? 

Yesterday and today, poeai bly to September ' 52. 

September . 

I t hink that's something I'd rather thing about 
over night. 

I aee. 

Because part ot it' s an anticipati on, and we fi nd 
her e t here's been some unsettlement in the tax­
exempt bon~s - there' s some talk ot the Treasur y 
developing sooe line ot apportionment on taxee 
which hae caused a f ur ther unsettlement there. 

Well, anybody that knows anything about taxes 
ottic1ally - it's Jus t one wild guess . 

Well, I assumed t hat t ha t was t he case, and any­
body t ha t' s raised the question with us we assume 
have taken your statement at !ace value and r e­
peated 1t ae such. 

Yea. Nothing is settled other t han what I eaid 
a t Cleveland. 

If ell, I think t he later - the market took and we' re 
taking the later statement that should <io no t hi ng 
t o circumvent the t ax exemption. 

That 1 e right. 

Tha t ' s fa ir enough, isn't it? 

That s ticke. 

Good. 

That holds. 

Because we' r e giving that assur ance here that 
we - your s t atement - later s tatemen t - i s the 
thing. 
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R: 

IIMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

H'MJr: 

R: 

HMJr: 
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That ' s still true. 

Good. 

It will be ae tar as I ' m concerned. 

Tha t'a tine. 
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Yeah. Even though- let's see, what's his naoe­
Henry Epstein begs me to change. 

(Laughs ) 

I refuse to chsnge. 

Right. 

Okay. 

That's tine. We'll be talking i n the mor ni ng. 

Thank you. 

/ 
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(Ur. Murphy and Mr. Schaeffer entered the conference.) 

H.M.JR: You (Schaeffer) tell your boys that I 
didn ' t realize rthen I said that we announced this fillanc­
ing for Thursday morning that four Federal Reserve districts 
would be open. I t hought they would all - you see? 

l.lR. SCHAEFFER: Yes, sir. 

H.M. JR: And therefore the announcement will not 
come until l''riday morning. In other words, out of the 
twelve districts, four of them are going to be open, so 
it i sn' t fair to the other eight that will be closed, 
so we 11on ' t - the announcement will not be until Friday 
mornillg. 

MR. SCHAEFFER: Yes, sir. 

H.)!. JR : That is official. The other thing, I 
wanted to have an extra day to see 1'1hat happens in Singa­
pore. 

tm. SCHAEFFER: Yes, si r. 

H.M.JR: I don't think I am getting away with any-
thing. I need the ext ra d.ay. (Laughter) 

UR. SCHAEFFER: Yes, sir . 

(J.!r. Schaeffer left the conference.) 

H.M. JR : I just thought I would tell you it is a 
mess so far, so we will take o. look at it tomorro;·; morning. 
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TREASURY DEPARTMENT 69 

INTI:It O FF'ICI: COMMUNICATION 

DATil February 10, 191.2 

TO SAcretary ~orcenth&u 

'If. !! • !ladle:!' 

Tl'EASUP.Y I'O'I'ES 

Ap;-trox. 
Cour,on ••atur ity !lat e !!!.!!! ~ Prem'llllll 

1 ,! 2 !""•· 11) MOO, 12/H/M. 0 , 115 100, l.G l.G/J2nds 

1-1/H:. J yrs. t ""0 . J/15/1..5 0 .90 100, 22 22/)2nds 

1- l/R:: ) yr• . 1., no:t , 6/15/1..5 0 .95 ]!)() ,18 ' P/1:1'nclft 

,_'t / r • . . . : :""T:: . 7 r'01 . 9/15/1.5 l , l)() lOO.ll. l.l, /J 2ncls 

1-1/4/. t. ;rrs . 4 nos . f../15/1.6 1.15 1():1,13 13/nncls 

1-J/ R,: '· :rrs. ? l't(lS • 9/15/~f. 1 , ?0 100, ::>1, :>1,/J:>nds 

1- J/ f':.. 4 ~"1"3 . 10 ""'" · 12/1;/!.6 1 . :>5 100,19 19/J:>nds 
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TREASURY DEPARTMENT 70 

INTER OFFICE COMMUNICATIO N 

OAU Febl'UOry" 101 1942 

10 secreta~ ~nreanthau 

,.ROM !I . H. rlad1ey 

TP.EASt'!\! DO!!$ 

A !'Pro>< • 
!!JJturitv ~ !!!!..!!! Prlce !'remtum 

~-1/4- I! 1/4 ~·ro. 1948- 50 1. '19 101.8 1 pt . R/)2nds 
June 15 1. !11 101. 4 1 pt . 1./)?.nds 

~-1/2- 8 l/? yr•. 1948- 50 1. 82 101. ) 1 ;>t . J/J2nds 
D<!c . 15 1.~ 100. )0 JO/'r.1"(1s 

10 1/'- 12 1/4 yr•. 1952- 54 ? . 10 101.13 1 r• . lJ/J?.nds 
... 'mte 15 2.1? 11>1.6 1 !'t• 6/J'lnds 

10 :;t,- lJ 1/4 yr3 . 1~52-55 ? ,1? 101. 6 1 r-t". I-/J2rrls 
Jnne 15 ' .11. 101, 1 ;Jt . 

10 l/2- l2 1/2 >'!'~ . 1952- 54 2. 1.:! 101.9 l pt . ~/Pnd~ 
Sf';>~ .• 15 ?. . lil lfll. J 1 ;Jt . J/J~:'do 

!" J/1,- 1.7 J/1, YT" • 19?:!- 54 2. 1) 101 • 5 1 :-.. . 5/l:>l'ds 
Dee. 15 2 . 15 100.)1 1VP~'<~• 

1-''>-. ,. 1l> - 21 YT"• 1958-6) 2. )7 101,24 1 pt. ?4/J'loos 
~. 15 2 . )9 101. 15 1 pt . 15/)?.l'ds 

17 - n yrs , 1959-64 2 , )9 101. 17 1 pt , 1/{J2nds 
l.!Jl.r . 15 2 . 41 101.9 1 pt . 9 }'lnds 

1!! - 2J yrs , 1960-65 2 .1.1 101, 10 1 pt . l0/J2oos 
!.:oar. 15 2. 4) 101 ,1 1 pt . 1/):>nd 
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Sales or Treasurr Notes - Tax Series A and Tax Series B 

August 19~1 to Januarr 1942 

Olaeeir1ed b7 denomination 

(Par amounts in millions or dollars - As reported 
by the Federal Reserve Banke) 

71 

Series and : lUi- & Oct. Nov. ----~~~~~--~~~~~------~------~----~------~------' Dec . Jan. Total 
denoiiUnat i on : Sept. 

'!'ax Series A 
$25. 0 0 •••••••• . 9 :~ 
0 50· . ......... 1. 2 
100 . ..... . ...• 2~. 7 5.1 
500· .......... * * 

1,000 ...... 0 •••• * * 
'l'ota1-Tax Seri es A •• 0 26. g - 5. S 

'!'ax Series B 
$100 ••••.. 0 •••• 1.7 1:~ . 5()0 • • •••.•••• • 4 . 0 

1,000 ••.•.•.••.• ~. 2 12.1 
10 ,000 .•. 0 ••••••• 165. 3 44. 2 

100,000 •. 0 •••••• 0. ~7S.l 11~.2 
500,000 .. 0 ••••• 0 •• 91.0 26. 5 

1,000,000 •..•••....• 576. 0 233. 0 

Total-Tax Series B ••. 1 , 356. 3 ~31 . 9 

'l'ots1-Both Series • ••• l . JgJ. l ~;u.z 

orr ioe or the Secretar y ot the Treasury, 
D1v1s1on or Res earch and Statistics. 

- ~ 
· 3 

3· 5 
* 

·i . b 
~ -9 

* 
* * 

~.1 - ~ 

. 5 . 9 
1 . 2 2.1 

11 . 2 19. 2 

16a:~ 5S. 7 
120. 9 

32.0 22.0 
123. 0 116.0 

316. 2 339. S 

J20. J J!!::z.6 

• $500 and $1, 000 denominations not ava i lable pr ior to 
January 19~2 . 

. 2 2,0 

. 4 2. 9 
~.1 ~2. 3 

. 5 . 5 
-:.2. ~ 

6. 1 - ~. 6 -
. 6 ~.2 

1. 3 10.0 
12. 1 94. S 
~9.S 351 . ~ 
7l. S SS9. 
19. 0 190. 5 

..11..& 1 ,125. 0 

221. 6 g_.665. S 

22z. z 2 .11~.4 

Febru~y 10 , 19~2 
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01aeeir ioat1on b7 Type or Purchaser or the Sales or Treaeur7 Kotee 

Tax Series A and Tax Series B 

August 19~1 to Januar7 19~2 

(Par amounts in millions or dollars - As reported 
b7 the Federal Reserve Banks) 

t ype ot purchaser Tax Series fax Series Total . 
and month A B 

Individuals !/ 
Au.gu.s t . ............ . . 16.0 50.0 66.0 
September . ... . .. . .... 6, 2 21.1 27 . ~ 
October •...•. . •.....• 5. 2 20 .~ 25. 
November .. .• .• ....•• • 3-~ llf. . 3 17. 8 
December ........... .. 5 • 36. 7 ~2. 1 

January .•.••... .•••.• ....5...2!: 6o. 7 66. 1 

Total . . .. .... ........ ~1.7 203. 2 244. 9 

Co!l!oratlone 

August • ......•• .. .••. 3.7 1 ,02~.9 1 ,028. 6 
September .... . ....... . 9 260. 3 261 . 2 
October . .. .. ... ...... . 6 ~11.5 ~12 . 1 

November • .•.•.• • .• . • • . 6 301. 9 302. 5 
Deoelllber •••.••••.•.•. - ~ 303· 1 303. 5 

January • •.•...••...•. ~ l6C. 9 161.6 

Total . ............... 6.9 2 ,~2.6 2,469. 5 

Total sales 

August . . . . ........... 19.7 1 ,07~.~ 1,09'+. 6 
September •..•..•.• . •• 7. 1 281 . 288. 5 
October .............. ~· g 431.9 ~37.7 

November .• , .••... •.•• . 1 316.2 320. 3 
December ••.......•.• , 5· g 339.S 3~5. 6 

January •........ •.•.• ~ g2l, 6 zzz.z 
!ota.l • . .. . ........... 4g, 6 - 2 1 66~. 8 2 .Z14. 4 

o!tlce or the Secretary or the Treasur y, February 10 1 Division or Research and Stat1st1oa . 

!/ Includes partnerships and r1duc1ar1es. 

1942 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE C OMMUNICATION 

Sec~etary ~r' nthau 

!lr. He.a~ 

73 

Subject: Pro:r~ Report on Study t o Outline Sources o! Funds 
for-Government Bo~~1n~ , Fiscal Year 19~3 

1 . Introduction 

According to the budget , the Treasury will have to 
borrOI< $39 - ~ billions in the fisc al year 19~3 in order t o 
f inance t he deficit a nd ourohase o~ligations from those 
Federal agencies which formerly financed t hemselves t hr ough 
the sale of cuaranteed securities . The development of a 
pro=r~ for borro~inL this amount r a ises t~o ~portent ~ues­
t1ons : { l) Ho~ cuoh ~ill be available tor borrowing from 
current savin~s and accumulations? {2 ) How should t he 
add1tionel amount required be r a i sed? In or der to answer 
the~e and s i milar questions , we inaugurated a study or t he 
oasic f actors involved . 

2. l·lethod of a'O'Oroaoh of our study 

Tr.e first steo in our analysis was to wake a se t of 
est i mates co~arin • the j roe'Oective flow of ~oods end 
services i n t he !iec~l year 1943 with t he nroepective e'O~li­
cati on o~ t he resul ttng incomes to vari ous uses . This 
'Orovided us with esti~tes sh~Aing how much 0oods and 
servic es Govern::~ent ae a 1·hole ~:es ·o ins to buy and how 
much tax recei.,ts woul<' b e avai '.able to oay tor its 
expenditures . In addition, it showed how much •·culd be 
ava i 1.able for Government borrowing from eavinBS and accumu­
l~t1ons out or current income jaym~nt e to individuals and 
bue1nesr:es . 

The~e es: l mateo , which are shown i n the attached Table I , 
wer~ ~aee on the aarao~tion or an increase of 10 ~ercent in 
t:le coet ot livin from Deceober 19~1 and an increa se i n 
•~tior~ !~co~e t o ~115 billions i n terms of such increased 
~ricos . The aseUID'Otion of such a r i se in the coet ot 
11v1n_ seems necessary in viet< of t ile outloo~ a t present 
nn<. because so~e 'Or ice rise cay be n useful device to 
cru:i cize output . · 
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8eoretarr Jlorpnthau - 2 

!he eet1ut .. we !lave ueed in tble part ot our all&l:rell, 
althousb etlll tlntatlve, bave been dllo•eed with r~re­
•entat1Yea ot the Divieiontot Jlonet&rJ Reeearoh and las 
Reeearoh and wlth repreeentat1vee ot the n1De agenoiae re­
queeted b:r :rou, in :rour letter ot Deoe~er 6, to appoint a 
coDiul tant tor thll t1J)e ot worlt. 

}. 0p1D1one of the consult1Dg group 

Although individual figures in our baaic analysis are 
aubJeot to diaagreeaent, there 1e a unaniaoue feeling aaong 
the outeide ooneultante and the !reasury etatf worlt1ng on 
this study tbat the preeent outlook 1B tor a ver:r subatantial 
amount of borrowing trom inflationary souross, and for a 
large increase in prices beyolld the a11waed 10 percent riee 
in the coat of 11Y1ng. !his feeling wae concurred 1n by 
the entire group wbioh met !hurada:r, 1ebruar:r 5, 1n Xr. Bell'• 
ottioe on this problea. 

In tact, the ooneeneus of the aeeting waa that the 
aituation i s extremely serious and that the Adain1stration 
ahould look into ever:r poesible means to combat the large 
degree of inflation which appears in proapect. Richard Gilbert, 
from the Oftioe of Price Adminietration1 contended that taxes 
should be increased even beyond the 19 Dillions recommended 
in the budget. He al.so stated tbat hie organ1r.ation vee going 
to have to take vigorous steps at onoe through extensions ot 
pr1oe control and consumer rationing to tie-in vith the 
•uggested vastly increased tax program. There was no evidence 
ot any e1gnitloant dllagreement w1 th Kr. Gilbert 'a point ot 
Yiev. Other peraone present, including particularly 
Isidor ~ub1n1 •tressed the advisability ot confining nev 
taxes as muon as poea1ble to forme vh1oh could not be ee1ted 
upon by labor ae Jult1tioation tor turtber wage increases; 
and the prospective vage adJustment negotiations tor Little 
Steel vere o1ted to indicate the need tor immediate and oon­
oerted action on the inflation front. 

~. froQ current ea a and 

!he data 1n Table I on current eavinga and accumulations 
shov that 126.5 billions vlll be available tor Government 
borrowing either directly or ind1reotl:r trom these sources. 
The figures are 1tem1ted again in the upper part ot the 
attached Table II, and ve have distri buted them among the 
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Secretary Morgenthau - J 

various types ot Government securities which might be sold 
to absorb the tund8 either d irectly from the persons who 
may be 8aid to own them or from secondary sources which might 
acquire these fund8 through transter8, 8uch as by paying ott 
consumer credit, home mortgages , or other debt. 

The amount available trom current savings and accumula­
l a t 1ons, however, i 8 $13.3 billion8 short ot the amount ot 
financing whic h the budge t states it will be necessary to 
undertake. It there is no increase in t he amount ot t hese 
funds made available, this additional $13. 3 billions wil l 
have to be borrowed from banks and idle balances , as indicated 
in the lower part ot Table II, and a larger price rise will 
ooour than was assumed in our estimat es. This would begin 
a vicious i nflationary circle, since the price rises would 
i n turn cause Government expenditures to rise further and 80 
cau8e even more borrowing to be made from what may be called 
inflationary sources . 

5. Suggestions 

From the point of viet: of financing, our present analysis, 
even though using very tentative data , suggests certa in step8 
! or immedi ate consideration a8 follow8: 

(1) The reserve po8ition of banks should be eased in 
some manner , in order to facil i tate their purcha8e 
ot securities to whatever extent is necessary. 

(2 ) The new s ecurity which has been suggested as a 
medium to absorb deterred bus ines8 exoendituree 
should be offered as soon a8 pos sible~ 

(3) Un1es 8 t he intention is to rely very heavily on 
price fi xing and rationing , voluntary saving8 
and the pre8ent tax program will be inadequate to 
avert inflation. The introducti on of additional 
new t axes a nd compulsory 8avings should be 
eeriou8lY con8idered. 

( ~ ) A tentative goal tor 8alee of 8av1ngs bonds to 
absorb current 8aving8 and accumule.tions and i dle 
bala nces 8hould be t>laced in the r ange of from 
$10 to $12 billions- annually. These fig ures would, 
of cour8e, have to be r educed 80mewhat i f sub8tan­
tially higher taxes or a compulsory saving8 plan 
were adopted but might be sub stantially increased 
if extensive r a tioning a nd price fixing were put 
into effect. 
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(5) EYei'J etton llloul.d be •4• to 1114uoe oorporauou 
and 1D41•14uall to greaU:r 1spalld 1:!1e1r hol41J281 
ot tax not•• b;r 1DYei1:1J28 oarren1: ea•1Dg• aod 
aoou.ulat1on• 1n th11 •nner. 

6. J"uture plana 

We will oont1nue to work with members ot tile oon­
auJ.tat1•e oo.aittea 1D order that we •:r 111pro•e our eat1matee 
11 aaoh aa poea1bla and keep a oont1DUOUI oheok on ourrent 
denlopMnte, and will prortde :rou w11h per1od1o report.. 

Attaohaente 

Regraded Unclassified



77 
-.r 

Wl. 1• of the DS.«t!\Ubrlua lap U cU l n the ~aUM\ecl i'l.ow of Oooh M.d S.,nt cu IU'\4 the t.UMted .tpr~llcaUon of IncoM e \o fartoue u ... 
r-toc:el Too.r 19113 

(!.tt oe4 on a DA\ton.al lAoo:.e or Sl.l 5 bUllou Nl4 a rtae la ~ c:ctU of lh'lft.C ot ,.bout 1.0 .. ; !ro:s Dtc..a'Hr 19":.1) 

(h. bUllono of d.olln:e) 

.L :0 ~ ~ ""\.U'ch.,aed. to" OoftrNMa.\1 

1. :.rtcnaa upeodl tur·et 
• • z., ,n) • .. ..... ...•.• ••••..•••••••• 56.6 
b . Lou l Prep~enh. l tu'U\ and 

o!fahore. etc •. ..• , •• . ....••••••• ~ 
c;: , :;e l c1e.feMe axpeDdlture •• ••••••••• • •• ••• • •••• !)4 , 1 

'"'. Ctt.r ,u.blle npe.l'IJ. U.\U"et : 
" · !"e4ef'Al . ........... .. . .. . . . . . . .. . 6.1 
b. s .. ,. and loool ••• • •••••••••••••• ~ 
c . 1o\nl other publlo axpendtture • ... ••••••••••• 13. 9 

~· ':or. tal Oo•ernaent .. ..... ............ ........ .... ........ ...... 61 .0 

I , '1'o be ]NI'chAaed b7 prha\t pereonal 
1. PrhAtt c.twpltal espen4tturees 

llo P lMt. M4 eq,ulpoent •• , •• • • • • • •• • • 5•5 
b, h.'f'entorlea: 

(1) l aer .... ta wolu.e -·5 
(2) Ia.creue ln 'Jalve •• .hl 
()) toto!.. .... ........... .... . 1.0 

c . Portlp. 'balaDOII.. .... ...... ...... -.. 5 
4. lluUtntlal bouttac oon•trucUon. __..!2. •. to tal.. .. ...... ............. ... ........... ... 6.5 

2. CoaSU,~!pUon GOOd• 4'a4 ••nie .. : 

l 
•. Dorn.'bl.... .............. ...... ... 3·5 
b . Uoo.bable• aA4 11rrt.eea .. ........ ~ 
e. !oW. . .. ............... .. . . ... .. . . . ... · ••• ••• §!.& 

) . :'ot.U prtvnto •• ••• •••••••••••••••••••• , .•••••••. 0, •••••••••• 74 .5 

C. =..uol".a) 170•• p..""'cb&e\ plua 1an"Dtory r•"YAluatloa. ••• • ••••••••• l tl2 .. 5 

Appllcl\tlOD ot lacoaet l:ft-ie a'W'&lh'bh 
(Uti.Ur erl tUQG hli.btt SW"\tnu Mo4 l)r e .. u:rea) 

.L. .t;vAllable tor Oo'VerN:Ient u.el 
1. Aaauro4 - Tax .. • 

n. !:xhttn4 'buat ne .. t.e.xct !) ... .. o ......... . 16.7 
b. Exletlnc 'ntl"IOM.l tt\Jltl. ,, •• , ..•. , •• , •• ,.. 1) ,8 
c . l:'ew butltl4• • r..ad peuo~l. tute g) •• •••••• ~ 
d . 'total We a • ••. • •••••..• o ••• ••••• ••••••••• ••••••••••• )0.5 

2 .. Po teDttal - Tor 'bu,yiG.; Oo .... rnaent 
.. curlttee, 4lreatl.y or lD4lnct.l:y 
(UMbltOr'bld • nYlne;, 4 eprec1r UoD 
and other NlovMc .. )l 
a. UcabeorM4 ptr eonal l fi.Yift4; 3/ ••.• •••.•••• • 15.5 
b . Socl~ aecu.rU;y ne\. acc:uaur.tloa. .... ..... fi ,.o 
c. lhlabeorh4 'bu•ta••• .. noc ~. ... . . . . . . . . . .} 
4 . Retert"ll fo r e xhU n,c \Uti !f. o. o •• ,... .. 1. 7 
•· lteae:ne• fo r De"tt tu:.ee., •••.•• o......... .. 0.5 
t. Una'beorbe4 4epreab.t.lo D tAd o ther 

allovono .. }j 'i) .. ........... .... ......... ..!!.,i 
C• total .................... .. . .. ......... .. ... . ........ 26. 5 

) . ~otal lACO .. aTftil&ble tor Oo••ra&eat ua••• ••o•····· ·· ·······• 

11. Av~llclble tor prha te u .. a 
1 . Inco11e Abeorbed by J>rlTate ct~pltal 

expe:ndt ture11 
•· ~aorbe4 4.,reelaUo a M4 oU.r 

allovaoe .. }j 'if·· ······················ ·· ~ .5 b • .lbeorbe4 bualr.eaa IA'Vlc.t I_!} •••• •••• o •••• • 1.5 
c . Abeorbe4 perttOD&l l t'l't''lftC I/ ..... ......... ___:,1 
4. Total .. . .. ... ......... ............ ....... .. . .. ...... . 6.5 

2. lnco~e a•o11eb1• fo r con.u..r •pendl~· o•••o••· ···· ······~ 

3• ~otel loooot A'W'Aila'bh for prhate uee ..... • . • •• · •..•.• · • • •• • • £" 5. 5 

C, I:A\10111\l srv•• protu.c:t plu.a 1a'W'eft\o'17 riTalUUODio • • • • • • • • • • • • • • 142e5 

::o ~ lndud.ed ta D.t.t1oaal 1noo• oo.ncept u••4 b:y DrepertaeDt of Coa:~oerce. 
h. tatitle.Uc,s pereoD.al M4 lliu.al-De .. .. Tlac, t.b• re'Yemle to be ob\a.l.u4 fro• ccv \Nta h ar'bltrR117 d .. htcl.ct 1/) ea.cl::. rroa (1) oorporaU oa l aoo .. f'D4 •.1~"11 •rot U• \.au1, (Z) e.x.che tane. a 4 ( J) 1AdJY14\I.Al. l acoce, ••tat.e Mod ,;itt c.&ue • ... ~;·1 Areoul a.rlA.t;, eW\lal•• of eootU. •.curlt.7 a.•t. ..cC11Dlla.tloD, h ••UIMtM at. Sl 'i.o bi lli on•. ' 1 ...._llDell IA'I"l~ h te\1-ted. et $1.8 billl oDI. 

l ... ~··reel,.,t1on l'.nd other al1ovr...ncu h e1Ur:et.ed t\\ $9 .0 b tllton•. 

!b."• h • u-.u1.nn- s.puot\ ta u.. -'"• tt_.., , -••lac to tu.o -.uuou . ..... 1, 1 .. tn• u.e 41••...-..=:r ...... u.. •••• .... l«l"T'\e .. U'M aro ..... _, ............. ~· s.aoo- ....... ~1• '"' Oo...--t. • ••. hie u-..ut'-'1- ..,. .... •h•4..,. traa.t•rrl .. 1 ....... ••u .. ,., \o 'M ...S.lMl.• f or Jll'lft\<8 • • .. U...\ l \ ....,_, &T6U.&'tle f or GoT.,.....\ ••· · ftde.., -. ...... u-.4 "' l.Mr ... i.arc \uee, o r bT hcr ... tac •m.c. etU.• lt7 .,.1 .. ...,. o r feroed. ..... er .., tiM ._.. et ttr.c\ prtoe ..._ r-•\lo•l .... ,,..h. hl••• \M u....,tuwt-h -alnd. liJ' ·hoaPac U. t~PPU ... \1oa of t.aco-•· .........,, t\ wlll Ml.,. llM lt ))' cbeaclac: u.. 1'low ol .-u ...S. eerYlc.e• • • re-.1\ el price r h 11 *loll wtll OIIGU' l.a .U.l\loa to \a. 10 ,.,...., r ·lee la ~COl\ Of Un.fl.C al.loft4 fll' o ftde will la tva 0-all 0.~\ upn4.ltv.re• to lacre ... la o rMr \o ,... ...... U.e •- ftl- ot -••• -.4 M rTloee all4 eo tar._ oo .. Uoa\e U.. proltlea et ral•t_.. t'&a4e to pq for \be e~:pe•t ..... . 
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• • , \ .a\14 So\U'c.e of Jlu.A4o \0 l'1u,n~ llu.dt. .. t.N7 Detld t a.a4 7.,J erA1 ~ache nD.MH4 wt \h ~Oa.IIIU"7 J\m4.o 
n oeal yoar 194) 

l. o.rr,•• ' NYi.ap M4 ecc..-la\lou • 
••"_......._ oa \be bade o t osio\Uc 
t..\l\ p.a\ Mni.O u4 p:NOfti'OI ( -..... 

eo o u\lo.Ml. laco .. ol f U.5 Ml.lloM 
.-4 a 1'1M 1• \M c.o\ or U rtac ot 
•""•' ID1l ,_ .,.._ 19'1l !l 

1. Per10Ml UYl' • • • • • • • • • • • • • • 
.. , $ocl8.1 Securt t y trua\ t'\1.44o •• • 

) • Buol ne•• oaYla.a •••••• ••• • , •• •• 

h . Corpor" t e tax a.c~• ln ox:­
cou of tnx p~nh 

( ~) J:xla t l QG t.e.:re • • • • • • • • • • • • 
(b) t;ev tueo •••••••••••••••• 

5. !:xeo .. or booldteeplDC charpo 
for depreda UoD ....S. alaUar 
lte:a• oYC:- .-ctUAl ouC.lqe 
U:&.re!or •••••••••••••••••••• • 

6. Net wrplue of 5\a\e aM. local 
r ennuea o•er expeMt turea ••• 

b.o 
. ) 

7. 'ro\ ftl. tro:; cu..rren\ '"Yi.a.c• end 
accuaula\loa• ••••• ••••• ••• • • • 26.5 

1:. rw.A• •••11»1• • Dl.J ... u.. ... .. ~ 
u M41Uoul price rl N I 

1 . rw.u dw-1••4 'b7 4r•ta.c oD o14. 
141• lMl.aDe•• 
( a) lacre&M la ouUt.aDd.lAc 

UIOUD\ of t.u: aot.e 4» 
to haM \ crovt.h lA \bel.r 
uae • • • • . • • • • • • • • • • • • • • • • • ·5 

( (b) ConYerelon of 14le balaa­
c .. of ln41Yl4u.al• ln\o 
acthe 'bN.u.c:•• tht'o\&&b 
purchR.ee of aaria.a• 'bond• 

(oJ CoDnrlloa ot 14.11 balu­
cee of oorpora\lone la.\o 
oc \he bN...anc•• \b.ro\IP 
purchaee ot Oo•era-ea\ 
.. curt\1ee •••• ••••• •• •• •• 

aa.eea •••••••• • •••••• • • • •• 

2. 1 .. 1-. ~ vl>icll vlU 
,..""'" t<l " boM"'_..t\ !"roa ~· 

} . 'l'o\ol .. ....... ...... ......... .. 

y ......... U.ho4 troa tablo r . 

2.0 

1 .0 

l). J 

S~t:dnat 
bond a 

. 2 

2.0 

2.0 

2.0 

(Ia. b lllloa.o ot doUu•) 
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010\U"l ty 
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4oC.rn4 
W .tne .. 

ozpoftdltur .. 

. 2 

1.J 

2.0 

1.0 

1.0 

1.0 

J.O 

PI.Urll:lutlon l!Ot.,.etn _!~a of 0oTorn.Mllt .. C'W"l\tu 
V~otoblo aocurlttoo 

r10teo 

.~ 

1. 2 
.J 

).0 
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b,O 
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1.1) 

1 .0 

1.0 
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o tUr thAA 
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1.0 
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Fabruarr 10, 1942 

our )llr. Tobin: 

Your lat t er of Fabruar,r 5, addraeead to the Praeidant, 
has bean referred to me for reply. I am eepacially glad to 
have seen your letter beoauee of the fine epirit of patriotiam 
which prompted you to aend it. It ahould ba an exaaple to tha 
whole countr,r. 

It il aoet encouraging to know that you.r union h willing 
to lend aix million dollara to the GoTernaant wi t hout a~ 
interest, t o help in winning t he war. Wa at the Treaeur,r feel, 
however, that i t would be unfair to accept your offer. !fter 
all, •• pay interaet to aill lone of other holder• of govern­
~nt obl igationa, and thara ie no raaeon wbf wa ahould not do 
the aame for your union. 

It m&1 help you 1n lnveating your aix aill lon dollara to 
know that we plan to han a reltlllar financ ing operation of 
$1, 500, 000 ,000 on Friday of thia week. In all probability the 
Looks will remain open for that day only. You oan, of couraa, 
subscribe up to t he l iait permitt ed by t he regulationa and you 
can do thie through your local bank, or the nearest Federal 
r.e8erve bank, or through the Treaaur1 i teelf. 

We are alao conaiderinc the ia euance within a few week• 
of a new kind of eecur ity wnicb, I think, will be of particular 
interest a.nd uaeful neu to your organisation and othara with 
idle balancee. I am eorry that I cannot tall you more about 
this offering, a11 we our11lna han not yet reached fi nal 
declalona ragardillb it , but I t hought you would like to know 
th&t a new iaaua o! thia kind 1a i n proapact. 

Sincaral7, 
lli••C) I • • r ....... llil 

Kr. Daniel J. Tobin, 
General Preeidant, Internati onal 

Brotherhood of Teametera, 
Chau!feura, Warahou11 .. n and 
Helper• of !aerlca, 

Washington, D. C. 

FK/bkb 
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Februar,r 10, 1942 

Dear liJo , Tobin: 

Your letter of February 5, addreaaed to the Prealdent, 
bas been rur.rred to me for reply. I am e:¥:eially glad to 
have seen your letter beoauae of t he fine aplrit of patriotlam 
which pr~pted you to aend it . I t should be an example to the 
whole countr,r, 

It la 1101t eDCouraglng to lm01r that your union 11 willlng 
to l end aix aillion dollar• to the GoYernaent without an, 
interut, to help in winning the war. 'fe at the Trauur.r feel, 
however, that it would be unfair to aooept your otter. !fter 
all, we pay intereat to allllone of other bolder• of goTern­
aent obllgationa , and there h no reaeon wilt we ehoulcl not do 
the same for your union. 

It mAT help you in inYeating your aix aillion dollar• to 
know that we plan to hiYe a regular f inancing operation of 
$1, 500,000,000 on Friday of thia week . In all pr obability the 
books will remain open !or that day only. You oan, ot oourae, 
subscribe up to t he liait permitted by t he regulationa and you 
can do t hil through your local bank, or t he neareat Federal 
r~aerYe bank, or through the TreaiUry i taelf. 

We are also conaiderinc the iaauance within a tow weeke 
of a new kind of security which, I think, wi ll be of particular 
interes t and uaefulneu to your organization and othere with 
idle balancea. I am sorry t hat I cannot tell you more about 
thla otf'ering, ao we our11lna han not yet reached final 
deciaiona regardinc lt, but I thought you would l ike t o know 
that a new iuue of t hh kind h i n proapect. 

Sincerely, 
1as•••> 1, ., .. ..._ Iii 

Wr . Daniel J, Tobin, 
General Pree ldent , International 

Brotherhood of Teamatere, 
Chaut!eure, Warehouae .. n and 
Helpera of !aerioa, 

'faahington, D. C. 

FK/hkb 
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Dear Lr . Tobin: 

TH£ S£CR£TARV OF THE TREASURY 

WASHINGTON 

February 10, 1~42 

80 

Your letter of February 5, addressed to the President , 
t~s been referred to me for reply . I am especially glad t o 
have seen your letter because of the fine spirit of patri­
otism ~hich prompted you to send it. It should be an example 
to the whole country. 

It is most encouraging to know that your union is willing 
to lend six million dollars to the Government without any 
i nterest, to help in winning the war. '.e at the Treasury feel , 
ho~ever, that it would be unfai r to accert your offer. Afte r 
all, we pay interest to mill ions of other holders of govern­
rPnt o~ligations, ann t here is no reaso~ wt y we shoulc not do 
t!'.e sa!!le for your unio;t• ._ .• • 

I #< - " 

It may help you i n investin; your six mill ion dollars lo 
knovt that we ~1 have a regular financing operation of , 
Sl , 500,00U,000 vu•y sher tly1 eJHi tt.e.t-6+~ o£ tMs .,. 
i'.ine.MLtG wi:H-be announee<l on Friday of this week. It weuld "' 
be !'~rf~ly p~;s i hl e fol' you 'w! subscribe up to oRe lle:lf e£ 
,olil' tot!H. a"ll~ and ;;ou carl do this throu~;h your l ocal bank , 
or the nearest rederal Reserve bank, or tbrou;;h the ':'reasur;r 

.. e are also consiaering the issuance '1ithir. a fevr v1eeks 
Jf a ner1 kind of security which , I t hink, will be of particular 
interest and usefulness to ~·our organization anc'. others wi th 
i-.le balances • I am sorry that I cannot tell you more about 
this offerin~, as we ourselves have not yet reached final 
aecisions rej;arding it, but I thought you would like to know 
P.at a new issue of t his kind is in prospect . 

r-
1 Sincerely, 

r . Daniel J . Tobin, 
~e~eral President, International 

Brotherhood of Teamsters , 
Chauffeurs , • .are housemen and 
l!e lpers of America , 

.ashin3t on, D. C. 
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Febr uary 9 , 1942 . 

U:L OP;.l<DUM FOR 

H.M. Jr . 

For yreparat 1on of reply to 

oan. 
F.O.P. 
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AFF ILIATI!O WITA T H ~ 

AMERICAN FEDERATION•LABOR 

WASHINGTON, D . C. 

932 Bo~en Buildinv 
February 5 1 1942 

The Honorable Px·anklin Del ano Roosevelt 
President of tho \In l ted State s 
Tho \'lhi t o Hous e 
1'/a.shinc t on, D. C. 

My dear Presi dent : 

At a meetinc of t h e General Execut i ve Board 
of the International Brotherhood of Towosters , held on 
J anuary 291 19 421 I was instl'UCted to personally convey 
to you the followin3 information and action of the Bonrd : 

Tho Interna tional Brotherhood of Teamsters has 
now over ei cht million d ollars i n f1nnnco s . Two million 
of this woount 1s invested in m1ited States Def ense and 
othor Govorrunont bonds . T'nere remains six million dollars 
in cash. This fund has been created ovor a period of 
thlrty years by co>1tributions of one cont per day per 
c~ber of tho International ~on. The mossase that I 
have been i !lstt•.!otcd to convey is that this re:.C!linir.._ 
amou.'1t of cash in tho t r easury of tho Inter. at iorutl Union , 
six n ill:on do!lars , ls at t he disposal or o:tr Gover wont 
at any i nterest rato that t ho Govorl1l~Out de sires to pay, 
or at no in ~. orost rate i r the covernmon ~ so des~ res ; this 
monoy 1;0 be hol<I ' ancl l\sed by the liovernmont until this 
wor l d CO!li'liot io e ntlod atd until poaco htts boon estnbllshed 
tiu•ouchou t t h e world under the l nspil•ation of God and the 
leadership of t he P1•esident of the u ... ae.1 Sttttcs , 

The General Executive Board further add s t hat it 
ta;ces t his action kno1nn.:; that unle::s our cOWltry is 
successful in wlnnin this ? resent strucgle our civilization, 
liberty and all •:e hovo ~ill be dost••oyod , Secondly, wo 
hope that by t h is action .-;e May ini'lue•1co other Labor llnionc , 
i ndividuals a d corporati ons that hnve l nr.;e amount s ot' money 
to act likewise 

1 
ao that ,·;e can all j oin in helpin,; t oward 

the re- establ1ahmon t or world safe ty and relieve , i f possible , 
future 6 0nor ot i onu f r om enor1nous taxa ion which must:. obtain 
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CONGRESS OF THE UNITED STATES 

..IOINT COMMfTTU ON ltCOU(;TM)H 01"' 
NOISSSCMTIAL ~ &KI"'UflMTU..U 

There will be a meeting of 1he Join~ Committee in 

Room Jl!..~~.A .. Qtt!.~~ IN.U!UN on .tu.u~,_.J'.e.ttL.J.O, 

at .. l !llQQ .. a •. a~ .. 
f" 7,-'u' To. . ......... . 

~l;j""/: ·q ~c:.;:::···· .. 
,.. ' -
k.1;.~ 

······ j ··-· .. 
HARRY FLOOD BYRD, [ 

CluJ inna.n. -- • 
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TREASURY DEPARTMENT 

WASH INGTON 

M:D!ORAlfiXII( 011 Mlil!:!riNG OJ' 'l'HE JOIIIT 

OOIIMITTBE Oil REDUCTION OJ' 11011-DIFE!lSE lm'EliDITUl!ES 

8 5 

J. meeti~~& waa called at 10100 J.. II ,, Tu.eaday, ?ebl'll.a17 10, in 
the Senate J'inance Co~m:~ittee Bo011 in the SeD&te Ottice l!ul.ldJ.D&, 
!her o voro prooont: 

Sou tore: 
ll)'rd 
Olaaa 
llclellar 
Lal'ollet to 
George. 
!lye 

CoQSre•• •n: 
faber 

.American J'an. .Bo.reau: 
llr , 0 111eill and aosociateo 

Burt® of the Ilud&et: 
Mr. Lawton 

General Accounting Office: 
Mr . &reer 

Senator Lal'ollette addreooed himool f to Mr, O' lloi l l and aoked 
Mr, O'Neill in hio remarks concerning hi t Aaaociation'o inveotigation 
of tho FSJ. if he would explain who hio inveatigntoro wore and bow the 
1nvettigat1on vas Jllllde, l!r, 0 111eill ttnted that the General Counsel 
of the orcanisation employed certain J.ttorntYt to make the investi­
gation and that his aaoociateo and the State o!ficiala of hit 
organhation vere contacted, 

Senator La7ollette read a tele~aa which he had received !roa 
Mr. llentvoU, ChaiiS&n of the ~icultural Co;altteo of the Miashoippi 
Bou11 of Repreaentathea Slld Chal...an of a h.ct J'indJ.D& Co=ittea, 
Bated upon ouch telegram Senator La7ollethe aaked Mr. 0 11eill whether 
it wao a fact that 6 Nieaiaeippi countiet wore credited with 19, 000 
membero in the Kioo1oe1pp1 farm Bureau J.o oociat ion; whether it wao 
t rue that 13, 000 negro memberohip duu vere involuntarill' sot off 
againo t J.J.J. payconte; whether or not banko, etc, donate blocko of 
memborohipo, without in oome inotanceo namee of membero. Mr. 0 1lleill 
O:Qllained that hi t organization publiohtd a nntional lllagnzine which 
had from 500,000 to 6oo,ooo aubocriptiont 811d that J'arm I!uroau repr.­
eentntlvea a re o!ten present when AAA paymenta are made. fbeae 

Rl!~m~repreaentat1nt car17 caah with thea and caoh chtckt for their 

I 
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-llaro &114 a\ AOil \ae 4Niaot \II& lara ....._ 4aeoc1aUoa a.. .. 
llr, 0 1lre1U 1a "'Pl7 \a quaUoaa '117 a-tor LahlleUa 

el!pla1u4 \he _,.ar o! orpllisaUoa o! \be ... uiou .... llllra-. 
1e aleo apla1aa4 &114 preaaa\&4 raporla o! \ha ~·• bnaUp\ora 
w11o 1anaUpta4 the aeth1t1 .. o! the nA. !'baaa raporh0 in aoca 
oa.oaa IIIPPOI'ta4 b7 a!!ida~ h, varo oub0Ditta4 for the record, .A. 
llllllb&r of particular ai tuatioaa vera praaaata4 vbl.ob IIJIP&&ra4 to be 
1aolata4 oaaaa aD4 aot sanarall7 applioabla \a all ~ act1~t1aa. 

!her&QPOa u.a a .. uas a4,101U'Ud. a\ 12130 •· X. to .... , -cain 
oa hidaT, J'a\ftlll7 lJo at 10100 .A.. X. 
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Oraoe 
Tull7: 

HMJr: 

T: 

HMJr: 

T: 

I!MJr: 

T: 

RMJr : 

T: 

HMJr: 

HMJr : 

T: 

HMJr : 

Y .. . 

rebruaJ7 10, 1~2 
4:31 p.a. 

K1ne-th1rt7 !h1U'e41.7 aorn1nc. 

N1ne-thlrty Tbureda7 would be perteot. 

And I aaked the Prae1dant again about that 
Aniline thlng. Be eaJ.d, "lfhl , 1••• I think 
I approYed 1t.• Jov, 1t 70u baYen ' t got lt, 
and Mr. rorater doeen't ee .. to reaember 1t -
I aaked hla- be doaan't recall 1t golng oYer 
hla dealt. I reoall 1t ooa1ng oYer thle dealt, 
bu t I don't- I thought that lt vent to the 
l>ru1dent and that ha did appron lt, but I 
oouldn' t near t o 1 t. 

Hov about looking under the deekt 

(Laughs) But Rudolph didn't rea .. ber eeelnc 
1 t la the only reaaon vh7 I ..... 

What baa he got - 70u aa7 OYer the daak, but 
•h7 not under the dukt 

Wall, he doean't ueuall7 put thea under the 
dlek. 

Oh, he doean' t? 

No, ve tr, to work on thea on top. HoveYer, 
that's what he thlnlte he did about it. 

Well, 1t' e a b1g help to a e. 

Yeah, 1t'e a b1g help 1t 70u don't get 1t baCk 
v1th the oka7 on 1t, but I don't know - 1t be 
did approea 1t, ot oourea, 1t ahould go back 
to JOU. 

YaelL. 

And lt 70u baYen't got 1t, I don't know what 
happened to 1 t. 

Rov about 1t I malta another onet 
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RMJr: 

1': 

RMJr: 

'1': 

RMJr: 

T: 

RMJr : 

T: 

RMJr: 

'1': 

HMJr: 

T: 

RMJr: 

Tt 

HMJr: 

T: 

HMJr: 

1': 

- 2 -

Yeah, how about thatt 

Wbatt 
Then 1t won't hold 1t up. It we get another 
one, then we'll ••• 1f we oan hang onto that 
one until you get it baok. 

88 

auppoe1ng I aake another one an4 eend 1t to rou. 

All right, fine. 

How'•- are rou alonet 

Yee -no. 

Well, .ate up Jour aind. 

(t..ugha) 

KaYe JOU got tiae tor a Joket 

Yeah, oh, sure. 

I ~n't Youoh tor thia, but I think it was ralix 
rrankturter who told it to ae. It 7ou'•e heard 
it, etop. Bacauee you eaid looking tor the papere­
theJ eaid theJ couldn't find eome Lend-Leaee papere. 

Yeah. 

And be aaid, tortunatelJ they change the linen on 
WedneedaJ and theJ found it at the toot ot the bed 
or lfal't7 Bopltlne. 

(X..ugha) Oh, dea.r! That could be. (X..ugha) 

OltaJ. 

All right. rine, Mr. Bearetar,. 

1 111 aake another one. 

All right, grend. 

Oood-bJe. 

Ooad-bJe. 
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February 10, 1942 

Stat ement by Secretary Morgenthau before 
the Jays and Means Committee 

I. Introduction 

I am here to offe r my suggest ions as to our 

fi rst revenue act of the war . I hardly need empha­

size the seriousness of the occasion. The task be­

fo re us is to decide how this war is to be financed 

and how its cost is t o be distributed. Economic and 

social conditions duriQg and after the war will depend 

to a l arge degree upon the courage and vigor with 

which we attack these problems. 

Victory in this war will demand expenditures on 

a scale for which there is no precedent. The Presi­

dent has announced a program involving war expendi­

tures of $52.8 billion in the fiscal year 1943. If 

we are to furnish the weapons to the men who are doing 

the fight ing, we shall have to mobilize every possible 

dol lar of our income. It i s my belief that the mini­

mum amount of revenue to be raised by the Revenue ict 

of 1942 i s $7 billion. This will leave $ __ billion 

" .., I 
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to be borrowed. Of \llle U01Ult I aa IM»pef1ll tll&t 

$ ____ billion will be raieed by •~• eale ef Def ... e 

Savinge Bonde. 

In the deYelopaent of our prorraa for fiaaaoial 

the war, eeYeral pr1Jaelpl" ehcnlld pide u . the 

first will be to faoili\at~ t~e .azi ... prodbctioa 

of war •teriale. !hie will aeaa that our uua1 

waye of 11Tiq will be druUoally affected. Ye 

should not heeitate to ch•n1e our W&JI of liYiq in 

any way that helpe the war effort . 

BoweYer, it ie aleo iapcrtant that we ehould 

not upset oiYilian life beyoad the point which ie 

helpful to war production . Still another CODiidera­

tion ie that the readJuetaent after the war ehould 

not be Mde UDDICIIa&rilJ difficult . Je .net DGYir 

forget that our first tuk ie to wia the war, bat 

we auet aleo reaeaber that our probleae will DOt 

oeue with the ead of the w&r. 

Ae we aeeeable for the coneideration of the 19~2 

tax bill we are confronted with an eoonoaic problea 
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which goes far beyond the need of rewenue. I refer, 

of course, to the grawe threat of inflation. In 

war ti: 3 soney incomee are high due to full eaploy­

aant at high wages, while the quantity of ciwilian 

goods awailable for purchaee is not enlarged; and in 

general is actually diainished. fhe consequence is 

that, in the absence of effectiwe aeasures, there 

will be a rapid general rise in prices. 

Such a price rise would be an unqualified evil 

at a tiae when we are approaching full utilization 

of our productive resources. An inflationary price 

riae ia a source of grave social injustice. It 

underaines aorale and iapedes war production. fhe 

hardships of inflation strike at randoa without con­

sideration of equity or ability. Once it has 

acquired soaentua, inflation is extreaely difficult 

to control, and it will leave a heritage of post-war 

difficulties that will haunt us for decades. Ivery 

consideration of national welfare calls for its pre­

vention. 
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The way to preyent inflation is to preyent 

people from engaging in the futile effort to buy 

more goods than can be produced. This requires a 

comprehensive and integrated prograa of anti-infla­

tionary measures, in which increased taxes and in­

creased savings are essential parts. Price control, 

allocations, rationing, and the regulation of con­

sumer credit are other parts of such an integrated 

program. 

All these controls are interrelated. The 

devices of price control, allocation, and rationing 

will be more effective if taxes and savings are in­

creased. Similarly, the effectiveness of the fiscal 

devices in preventing inflation wil l be greater i f 

price control and controls over the quantity of 

goods available for sale are used. 

Although increased taxes cannot by themselves 

solve the inflation problem, a much larger voluae 

ot taxes is necessary than will be collected from 

our existing tax system. My purpose today is to 
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inclioa\e tu tu pro,ru wlllu tU Me'•ta\n.Un 

beliena ••ld IHI ...,._ a\ ~la tt• fer \M 

beet interest of the country in the light of the 

ooneideratioal I kaTe aeatioaed. 

II. Jolp" of lmm 

.1. Ob:SttUt" tt tu 1111 

It ia ay IHIUef tll&t the ataiaa aaou\ 

of reTeDUe whioll shoald be raiaM -, the ReYeau 

J.ot of 1~2 1a $7 billioa. Ia reaolliac the ooaola­

eion that the taz bill should raiee •1 billion, I 

haTe had 1a aiad \lle faot that a eooial eecarity 

prograa Uo1lld IHI expucled bo\11. M to cOYerqe aad 

to proteotioa. &Del tll&t iaoreaaecl taxee aad ooatri­

'llllUou for tll1s pvpoee allo1llcl be taoreued by 

approsiahly •2 billion a year. I u aot uk1q 

any reoo .. eaclatioae with re,ard to eoci&l aecarity 

t&:~atioa er beaefita iD ooane~1ea with this bill. 

b1lt •haDe•• of the aagaitade 1adioated all.ould be 

kept 1a atld la pl&DD1DI the t&J: pro,raa. 
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B. Restrainj of Ip!lajion 

The tax recoaaendatione which will be pre­

sented have been fraaed also to promote the objective 

of curbing inflation ae well ae raising revenue . I 

have already indicated the aenace o! inflation and 

the aanner in which taxes contribute to its restraint. 

The aoet effective anti-inflationary taxes are those 

which bear aoet directly on coneuaere' purchasing 

power. Since aaes purchasing power ie very largely 

in the low incomes, it is therefore necessary to 

place heavier burdens on such incoaee than would be 

justifiable if there were no inflationary danger. 

It aay be noted in passing that tho increased 

collections for social security taxes will also 

serve an anti-inflationary purpose. 

0. Ability to Pay 

In hie recent Budget Message tho President 

said that "progressive taxes are the backbone of the 

Federal tax eystea.• Although the financing of tho 

war requires taxes upon lower income levels to help 
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in reetraining inflation, we .uet not lose sight 

of the basic principle of our tax systea, naaely, 

that taxee sbV - ·be imposed in accordance with 

ability to pay and that taxee should be fair and 

nondiecriainatory. !he recoaaendations I aa asking 

at this tias haYs been fraaed with these principles 

clearly in aind. Accordingly, increases in taxes 

on lower 1nooaes should be accoapanied by increases 

in taxes at all other leYels of income as well. 

Taxation according to ability to pay leads to 

other conolusions also. One of these ie that loop­

holes in our tax laws should be reaovsd. Another 

is that taxes not capable of being adjusted to dif­

ferences in incoae or faaily responsibilities, such 

as general sales taxes, should be aYoided except as 

a last resort. rinally, it is an essential of taxa­

tion according to ability to pay that undue profits 

should be recaptured whereYer they ocour. It is 

not necessary to allow unreasonable profits in order 

to secure maxiaua production with economical business 
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aanase .. nt. Under oouditioae of a war \iae eoono.y 

the ooaatry oaanot tolerate the retentioa of andae 

profits. 

III. Ty Recouegd&Uope 

i . BtiQTil of Special Priyile1ee 

There art 1ft our tax eyetea certain ~ro­

y1e1one which allow relatiTely few of our people 

epeoial adTant&«ttl and priTilegee at the ezpenee 

of the great .aee who .net pay what is therehy loet. 

I aa unwilling t~ ask the great aaes of the tarpayere 

of the United Statee to pay billions of dollare of 

~ditional reTenues until theee defects haTe been 

reaoYed froa the tax laws. They are bad enoagb in 

tiae of peaoe--they are coapletely inescusable in 

t1ae of war . 

in ilq)Onant euaple of euch a priTUege ie 

presented by tax eseapt securitiee. !Yery eleaent 

in our popalatioa ehould bear ite fair ehare of the 

burdens which war iapoeee . Through tax eseapt 

• 
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securities, however, persona with large tarp&ying 

ability find themselves in a sheltered position. 

For the most part they did not buy these securities 

at prices reflecting the great privilege of escape 

froa war tiae burdens and surely the States did not 

offer the securities on any such baeie . !he holders 

of tax exeapt securities are obtaining what are 

eaaentially windfall profits in a tiae of national 

sacrifice. 

For a long tiae Presidents, Secretaries of the 

Treasury, and Congressional Committees have recoa-. 

aended the eliaination of the tax exeaption of inter­

eat on Governaent securities. Last year the Congress, 

at ay recoamendation, reaoved the exeaption on inter­

eat froa future ieauee of Federal securities. Wo 

action has been taken with respect to the interest 

on State and local securities. 

In tiaes of peace, when the strain on other ele­

aenta in the population was not eo heavy, the gradual 

eliaination of tax exeaption through iapoeing taxes 
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only on future issues had .ach to reco .. end it, but 

the national eaergency of war aakes this gradual 

approach unacceptable. I therefore recoaaend the 

repeal of the present exeaption applicable to out­

standing issues of State and local securities. Un­

fortunately, tax exemption c lauses appear in .any 

of the outstanding issues of Federal securities and 

these proaises aust not be Yiolated. In the case 

of State and local securities , howsYer, there has 

never been any contract between the Federal GoYern­

ment and the security holders regarding Federal taxa­

tion. KoreoYer, since the Supreme Oourt decision in 

the case of Grayes v. 0 1Xee!o in 1939 fair ainded 

experts in constitutional law haYe had no doubt of 

the Federal power to tax the incoae froa State and 

municipal securities . Federal tax policy has neYer 

been static; new taxes and higher rates haYs always 

been adopted when necessary. !he absence of taxation 

has neYer been considered to giYe a right or claim to 

the continuation of such exeaption. !he holders of 
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State &DC! looal aHRr1Uee llan 80 Mre ol&be"'.e 

special •reataeat thea the aaaeroae other arvape 
on whoa naw or higher taxes will have to be iapoeed. 

1 tax eyetea oaanot be deteaded whioh 1a a 

tiae of grave national eaergeaey oalle apoa the 

great aaae of oar ~yere to ehoalder the heavy 

burden of additional taxee aad yet peralta pereoae 

with large taxpaytq abUtty to pay aothtag. !he 

eacrificee necessary to wta a war for the beaetit 

of all of ue should be shared by all of ue--1aolud-

1ng the holders of tax exeapt eeour1t1ee. !he 

President said in hie Budget leeeage, ~en eo aaay 

1aerioaae are oontrtbutiag ia their energies &ad 

even their lives to the latloa'e great task, I aa 

confident that JblL Aaerioane will be proud to con­

tribute their utaon 1a taxes. • I should feel re­

aiee 1a duty if I did not reooaaead the el1a1nat1on 

of an exeaption whioh prevents all 1aer1cane froa 

contributing their utaoet. 
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Further esa.plee of ~ectal priYileree which 

should be re.oYed froa our tax lawe will be rt•.a 

to the co .. ittee in the etateaent following aine. 

B. Reaoy1u ())her Dilcr1aiaUope 

!he inequities of our tax laws work in 

two directions. is I haYe eaid, soae of thea eztend 

undue priYilegee to a faYOred few. Still others 

result in unfair burdens upon certain t&rDayere. 

SUch inequities are like the defects in a picture-­

bad enough when the picture is eaall, but increaaingly 

glaring as the picture is enlarged. With rates at 

war "tiae leYels it becoaee urrent to correct all 

suoh defects. I, therefore. propose that we .ate 

eYery effort in this session of Congress to eliainate 

all hard.st\ipe of this character eo that our tax Ian 

will cast their burden equitably upon all tarpayere. 

C. Individual Incoae !&Jee 

Most of the reYenue that will be raised by 

closing loopholes will ooae fro• the individual in­

coae tax. In addition, it is reco .. ended that the 
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individual income tax be changed to yield annroxi­

mately $2 billion more revenue than will be yielded 

under the nresent law. In recom~Dending this amount 

I have had in mind that the great bulk of tax in­

creases under the social security changes will fall 

on individual incomes. 

The individual income tax is the best available 

type of tax based upon ability to nay. Its rates 

and exemptions can be adjusted according to amount 

of income and differ ing family responsibilities. 

Furthermore, it is a oirect t ax. It falls where the 

Congress wants it to fall . 

If the income tax is to be an effective means 

of inflationary control, it must reach smaller in­

comes than have been t axed in the nast. A large 

proportion of the total income and of the increa.sed 

income during the defense and war neriods is received 

by persons whose incomes a re too small to be subject 

to t he income tax at present exemption levels. These 

a re people whose incomes are so meager that only with 
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the greateat ret ctance do I suggest tbe lowering 

ot the personal exe•ptione to $1200 tor •arried 

persons ~d $600 t ~ single nereons and $~ tor 

each dependent. I aake this suggestion becanse I 

can aee no alternative it there is to be effective 

control ot inflation. and it we are to aToid the 

harsher alternatiTe ot a general sales tax. If any 

aalea tax were enacted I would not be in taTor of 

lowering the exeaptions. 

It we do reduce the exe•ptione. relief should 
• be afforded to persons who have very small incomes, 

in that part of their inco•e taxes should be treated 

as savings deposited with the Govern•ent, to be re­

paid atter the war. fhe result will not only be the 

aaintenance ot purchasing power after the war when 

purchasing power aay be badly needed, but also the 

assurance that the standard of living of th~se low 

inooae groupe will not be permanently imoaired. 

Because of the lowering ot exemptions and the 

addition ot large nuabers of taxpayers with small 
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incomes to the tax roll s, it becomes essential to 

afford an easy way for the payment of income taxes. 

A provision for the collection of as much of the 

tax as possible at the source for those incomes 

that are paid periodically, including wages , sala­

ries , bond interest, and royalt ies , is the best 

available expedient to this end. To institute such 

a system immediately, however, might cause consider­

able hardship to taxpayers because of the substantial 

increases they are already called uoon to pay during 

the year 1942 as a result of· the Revenue Act of 1941 . 

On the other hand, if the threat of inflation makes 

necessary quick and substantia l increases in the rate 

of tax collection, the ins titution of the collection 

at the source cannot be postponed. Since it is not 

known how soon substan:t .. .'.P.l increases in the rate of 

tax collection may be necessary for the restraint of 

inflationary price rises, it would be desirable to 

enable the collection of income t axes at the source 

at any time and at rates within the discretion of the 
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!reanry ap to_ peroeat-tlle rate applloable to 

the flret dollar .U2eet to aonal aacl nrtu. ftte 

•111 furnieh desirable flexibility without i~sin• 

addi tioll&l taxee that uy not be neceeeitated by' 

future econoaio conditione. 

D. QQrpora\lep Sutl 

It 1e reooaaencled that addi Uonal taxee 

be raieecl froa corporation• in the aaount of $3 

billion. 

1 larae share of the increued oorporaticn tax 

should fall on exoees profits. !axes paid froa nch 

profits haTe lese clierupting effects on bu1inses 

than haTe taxes which are generally applicable to 

all corporate earniftiO, irreepeotiTe of aaouat. 1 

tax which abeorbs ezceee profita still leaTes the 

corporate taxpayer with a eufficisnt urgin of in­

coae for dhideads acl aafety ad for coat1111lecl 1n­

centiTe to produce. On the other II&Dd, a tax which 

dip1 too deeply into the 1naoaee of low earniq 

corporation• aay aertously affect their debt-paying 
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oapaoi,y, if aot their wery ezi1teaoe. lsoeee 

profits tasee h&we the addlttoaal Ylrtue of reo.p­

turing undue profits on war contracts. 

!he goal of $3 billion additional oor~rate 

tuee oanmt be aohieYec! aloae by iacreaaed noe11 

prof1te tasee. thlfortunately, the nnas rate ali-
. 

plioable to all corporations .uet alec be nbetan-

tially increased. fhere should be no increase in 

the corporate noraal 'u because any nch increue 

would be an undesirable windfall to the holders of 

partially tas eseapt federal securities. 

!here caa be no fair quarrel with the iapoli­

t1on u~n corporations of nbetantial proportions 

of the inoreaeed load of tasatiea required by our 

lational peril . Ye are fighting for the .ainteaance 

of the wery eyetea of free enterprise which enables 

corporations ae the largest eeraent of the bueineee 

coa.unity to earn prof1te in the fUture as they 

haTe in the paet . I aa confident that incorporated 

busineee will willingly contribute at nch a tiae 
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aa add1Uoaal • .. , ef tu *Ia WSU 11 , •• ft W 
a poetUoa 1a nto ttl profttt •• tun .ttl .. 
the aggregate be at the leTel of corporate earnings 

durin« ~he relatiTely proepereaa year 1'"· 
Altholcb the propeald laer11111 1a "- OIIJI 

rate nnaz u4 eDIII preftta taz rate1 ftll Pl .... 

ably 110t briq the IIIJ'Ipte eoJ'IM)rate profitl after 

tue• below tile 19" lnel. tiler .tll apply a Telf 

hilh rate of tu to .., add1Uoaal dollars earae4 

by oorporatioaa au~3eot to JJUt ... ezee•• proftte 

tu rate•. n 1e reoophect that Tery htah top or 

ao-oalled. •ar11aa1• rate• le&Te Telf Uttt• 1aclft­

t1Ye for the aataten eoe of tff1o18101 ta baltaeaa 

operauou. ror tllla rea•• 1\ 11 ltell...t teatnltle 

that 1a tile cue of eey dellar of eorporate proftte 

the receipt of whlob reeulta la ae lacrl&le la tas 

beyoad SO oeah, Ue addl Uoaal tu oa auu dollar 
• 

shall be held by the GoTeraeeat to the aoeoaat of 
• 

the oorporattoa aed be returnable after the war 11 

oYer, la thoee ouee where lt le spent for ... and 
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a.M1UoD&l oapli&l eqd~t or otJaenlH 1a IJI ' 

in tbe aplopeat of ~dar. 

I. lt\ate apd Glft T•J•! 

Increased revenues of approxiaately $250 

aillion should be ob\aiaed froa llt&te and aut \azee. 

!bia will iuwolYt priaarlly &D lDor ... e 1D rai ... It 

will also call for eoMWb&t lower ueapUoae &Dd the 

f urther eltatnatlon of loopbolee &Dd 8piOlal prlTi­

legaa which ext at 1D the law at tbe preeent Uae. 

r. hclu tuea 

Jew and. llloreuec1 apeol&l exolae tuea are 

suageatec1 to ralae approzlaately $ of addl-

U onal rennu.e. 

J.ltbough tbeae exolae tuea are 1D the aalure of 

aalea tuea. tbelr effect• are llllbet&Dtlally c11fferent 
• f~o• the &ffeota of 1eneral Alii tazea. lost of thea 

are lapoaed on ooaocliUea of wbiob there l8 or wlll 

inoreaatngly be a aoarctty. !be tazea ylalc1 neec1ecl 

revenue wbtle ezerotalng a ratloninl effect &Dd OODiei'Y­

tng aatertala naedecl for 4efen~e. fboae exolae tuea 

not relating to ooaaodlttaa of wbtob there ia a partlo-

- ular aoarotty ban been oboaen eo u to fall on goode 
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which are widely uaecl &Dd •• of a lumry or eeai­

luxury cbarao\er. the 1Dcreue in OOUUII8r 1Doo ... 

will peraU •intenance of the cle.ucl for tboee COll­

.odities deepite the higher taxee. the Governaent 

will thus eecure neecled revenue, ooneuaer purobaaiq 

power will be tapped, the producer• will not be 

in~ured, and the coneuaere will not be taxed on neoea­

saries of Ute. 

these special excise taxea have the further ad:ran­
tage of not requlriq any eubstanUal upauion of 

adainietratiTe .achinery. 

lo general ealee tax ie reooaaencled and, incleecl, 

I stroqly recoaaend that no such tax be ude a part 

of this revenue bill. the gener&l ealee tax falls on 

scarce and non-scarce oo..oditiee alike. It falle 

acrose the boarcl on necessaries and luxuriee alike. 

It bears dieproportionately on the low inco .. groupr 

whose 1ncoaes are wholly spent on ooneuaere goocls. It 

is, therefore, regreesiTe ancl lower• the etanclarcl of 

living. It lnorl&lel prices &Dd eatea price control 

aore difficult. It encourages deaande for higher naee 

and adde to the parity prices of agricultural procluota. 

.. 
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n is not, u UDJ su.ppoae, eutly oolleohd; on 

the contrary, ite colleotton would require .acb 

additional adainistratiYe aachinery at a tiae when 

aaopower is scarce. 

IV. Qoncluaion 

I would lite to ead ., reoo ... Dd&tions with a 

further plea u to their iaportance aa part of our 

war effort. Your tult 1B the hardest any 0oDgrel8 

h&s enr faced. !he consequences of failure are 

staggering. But-on the happier etde--1! our war 

financing is wisely done, war production aay be 

encouraae, inflation aay be curbed, public .arale 

aay be iaproYed, and our eoocoaic world after the 

war will be in a better position to aeet the ineYi­

table probleas following Yictory. 

Such ob~eotiYea cannot be painlessly accoapliahed. 

There aust be teaporary d1slooat1on, hardship, and 

sacrifice. But I feel certain that we will all riae 

to the opportunity preaented to us. !axea h&Ye been 

described by a great Aaerican u •the coat of 11Ying 

in a ciYilised society.• It will be our priYilege t o 

pay that cost cheerfully. 

Regraded Unclassified
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TO 

,II OM 

TREASURY DEPARTMENT 
11:1 

INTER OFFICE COMMUNICATION 

oAu: February 

~~cr:ta~rgenthau 

.J' • •. [).if 
fl . Attached t o this ~e~or~~~~~ ~r· tables sh~vir.g 

(1) tne number of egents oual1f1ed t o l&sue Cefenee Sav­
in ·e 5onoF, Serle& E, at the close of business on 
!"•iiru::.ry 7, cless1f1ed by type of agent, by Federal Reserve 
: 1str1cts , and (2) the number of such ngente on sel ected 
datos since !sy 7, 19~1. 

2 . Cn Febr unr y 7 th•re were 19 , ~b3 ::.gents other 
til"n ~JOet off1cea C'Ua11f1ed t o issue Serle& E sevin&s bonds, 
·r. lneresse ~f 3o5 since January }1. 

) . On !"ebruary 7, t:.ere .:ere 457 c~rr-orPt1one ou:D.1-
f1e6 t o issue Series E savings bon~s on ry~yro~l ::.11otment 
-,lens 1n accor clrnce wl tt. t he ins tructlons contained in your 
tele&r~ of Dece~ber 27 t~ t h & r(deral Reserve Bsr~e . Thle 
reprl.'eentei.\ !l.n i nc reAse of 106 cor!lo:>rPtlons over ~.sst weelt . 

4. There were 4S :oember s of the investment in duo try 
~uel1 f1ed to issue Series E SPV1nga bonds on ~ebruery 7, 
~s ccrn~zred with 37 members one week ego . 

,;tte.crunents 
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Clo.ss1f1caC1on of the number of agents cu~llfi~d to issue Series E Snvinge Bonds, on February 7, 1942 

:Building: 
: and 

Credit : Cther Invest- AU Banks : l oan 
un i ons :corpora-: ment o thers Total :asooc1a-: : tiona !J: industry £/ t iona . . 

Cor pora tions and Aseoc1nt1ons: 
Federal Reserve District or: 

Boston 830 233 2M 19 12 1,302 
New York 1 ,169 253 376 41 9 50 1,89!! 
Philadelphi a 843 105 103 124 1,175 
Cleveland 1,168 364 320 33 6 1 1 ,892 
Richmond 1 ,022 184 124 23 7 1 1 ,361 
Atl anta 1 ,012 151 169 20 1 , 352 
Chicago 2, 323 457 197 115 13 111- 3,119 
St. Louis 1,355 146 57 ll! 8 2 1,586 
J.Unneapo1is 1,282 55 62 3 3 1 ,1105 
Kansas City 1,755 179 158 5 2 30 2, 129 
Dallas S47 11!! 200 42 2 1,209 
San Francisco ~:M 231 252 14 J 3 1 ,055 

Sub-total 14,155 2, 11-76 2,229 457 4g u s 19, 4g3 1-1. 
Poet e>ff ice1 17, 6011- .... 

l'W 
Grana total 14 ,125 2,416 2,222 lj.J;1 lj.g u s 21,081 

Secretnry or t he Tree.eury, February 10, 1942 
Research and St et1otics 

e Y.ith telegrBJD or Dece111b~r Regraded Unclassified



Number ot agente qual1t1ed to 1aeue 8er1ea E 
8aY1nga Bonde, May 7, 19~1 

to date 

---y~~ 
kif : Sept . Type ot agent 

7 

co .. aro1a1 and aaY1nga banka •.•••••• 

Building and loan aeeoc1at1ona ••• .. • 

7,676 

739 

Cre41 t uniona . ......... ..... . .• . . . • • 

Other oorporatlona !/ .............. . 
lnYeatlllent 1nduatr;r •........ ••. ... .• 

All other•. . . • • . . . . . . . • • • • • • • . . . • • . • 1 

Total other than peat ott1oea, , , 8,439 

Poet ott1cea •.••. ... . . .•.... . •.•••.• 12,812 

Grand total .............. .. .... . 24.242 

ottioe or the 8eoretar:r ot the freaeur;r, 
D1Y1a1on ot Raaearoh and 8tat1at1oa, 

30 
11,571 

1,~1 

389 

21 

13,468 

16 , 4~ 

22 ,421 

1 Jan. 
10 

13,832 

2,1-.... 

1,529 
12 

22 
17, 576 

l§,Hl 

~~~2 

!f In accordance with tal egraa or Dec .. ber 27, 1941. 

J'u. 
17 

13,966 

2, 268 

1, 736 
118 

!! 
18,118 

11,1llo 

:35 . ~-

1942 
I Jan. I 
I 2~ I 

14,037 

2,365 

1,911 
gil() 

],.0 

~ 

18,617 

11,149 

35.15.1 

Jan. 
u 

1~,097 

2.~~ 

2,080 

'51 
37 

22 
19,098 

I fei. 
7 

1~, 155 

2,~76 

2, 229 

"7 
118 

111 

19,lla;, 

Februa17 10, 1§41 
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Stooll: ot 8er1ea E 8a•l!lg• Bonde on Band 1:1 
Januar7 25, 1942 to date 

(In thousands ot p1eo .. ) 

I on : Sale a 
I bag1Jm1ng 4al..1nr1Ba 
I ot ~- da7 ~u 

Jan. 

~~ 10,525 nona-closed none-o1oeed 10,525 
10,525 ~~ 1,000 u,o3~ 2 ,000 

27 Uo03~ 1,000 U ,852 M 11,852 ~1 1 ,000 12,601 2,000 
29 1 2,601 M5 1,000 13.336 -
~~ 1~.3~ ~ 11·~~ 2,ooo· 

1 ·' 3 139 ~00 1 .51 
J'sb. 

1 14,514 non.-cloaed non.-o1oaed 14, 514 
2 14,514 m aoo 14,809 

l 14,~09 aoo 15.451 
15, 1 800 1~ o989 2,500 

~ 1~o949 rn aoo 1 .539 
1 .539 ~ 16,994 ~.~00 

7 16,998 159 none-closed 16,839 

a 16,439 none-o1oeed non.-o1oaed 16.~39 
9 16,439 379 7llo 17.200 

!/Includes atooll: 1n halide ot (1) J'ederal. ReaerTe Banll:a and branobea , (2) Poet ot t1oes, 
(3) J'ederal Reaene Bank 1U'y1ng qent., and (4) '1'reaaU1'7 nu1ta 1.1) ~ash1ng~n. 
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ftlDD 11HD11 ~'I'DIIIa liOliDI 

~aUn Ita•-• ot laleo Dvt.c 
:ftrot ..._ lul.uN ~ ot J'o~ u& ~~ 19112 u& Deo-»u 191U 

(J'o""-7 L-,, ~~ 1-1, llo-Ml' L-8) 
Oa lull ot Io ... Prl .. 

(.Yna•• 1a \llou...U ot 4o1laro) 

.-...,of fUiMM Par.-t- et *aenue I laloo 
u !!ttrw) (-) or Rws ,,_, I I 

It• I J'o""-7 I ,_, I I 
I Jlo-'bor I 

h~ I _, J'o'llftuF 1 _, 
I 1,u I 1,U Oftf onr nw I ·-I I 1'" I IU!!1'l llooe)w I l·=v I •.•. , 

lorloo • - Poo• otttooo • ,,7, . ~, .• • 1~.11211 _. ,,,18 • .,.~ro - 12.~ ---lorloo •- ...U 1ll1"I 10I·"'I !2·~ 16,16o ·~m ..!Y l!U 

lorloo • - total 167,6ot 151,)62 ,,552 16,211o W,llO 10.7 -·7 
lorloo J'- ...U M,:l 17 .,~ 6,)71 

' ·~ 
u,., , .2 1,).0 

lorloo 0- ...U U), 7),0!2 ~.7)1 llo, 
··~ "·' ..2:! 

0 total .)05.)" •~.m . ~·'" . ''·"' .151,1&2 26.ll' 
~ 

166.~ -
ottloo of •» looro\arf of tiM !roaftf7, llhtoloa of leiMFOil .... ltaUo,loo. ,.~ 10. 1;iii. 

lovo11 .&.11 flpr01 aro a.pooth wl\ll 'lie !raonror of •u Vll1h4 ... , .. oa .. _, of proaoolo 
of oaloo of Valto4 Ita too oa"liap \oa4a. 

1o•11 J'lproo 11oft 'bo• roa4K to aaarod 'lloaaa4 u4 wlll ..,, aaooooarll7 .U. to total•. 
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Iori• I 

• II, IIJ5 
~.572 
.89) 

~.257 
II,JlO 
J ,OI!) 

5.1186 

• 33.976 

1.16 

llll!ZD SUDS 5.1TIIIGS BOlDS 

llall7 s.l•• - J'e'braar)' 191!2 
ce llulo o~ Ion• Pnc• 

(Ill \~NI4o ~ 4o1lan) 

Ioria• I Iori• J' Iori• G 

• J~.150 • 6,191 • 19,195 • 6o,1}6 
1.11S1 2,79) 19,511 )0,199 

16.m J,9~7 11,~ )11.9119 
16,1 2,} 7 111, ij·156 2),510 ),129 11,620 .951 10,0)9 2,019 6,17~ 11,2)) 

25,J511 J,071 16,265 1111,690 

tlJJ,627 • 211,207 tllJ.526 •m.360 

Qttlce of tl:le 1eonta:17 ~ tl:le tz.nq, DI.Y1alca ~ ... eareh 11.114 ftaUaU.oa. 

• 112,~5 • 6,191 
. U, 9 2, 79J 
21,~)0 ),~7 
20,1106 2, 1 
27,120 ),129 
l),o62 2,019 

)0,1)9 ),071 

tl£7 ,602 • 211,207 

loarc.: All ftcana an hpolll\a wl\ll \M heannr ot the 17aUa4 ftatH oa _, of proceeda ~ 
oal.H ~ UIU\84 fta\H aa"rlap 'llcllo.U • 

Jot•: J'l.c'<U'e• !:lew 'b- rna4a4 \0 aa.nat \b0uau4 11.114 will act aaooeaal'iq ..U. t o totall. 

• ~.795 • ~.571 
19.511 ~·no 11,~ n:j ~. 
11,610 ,, 

6,1711 21, 

16,265 ,,176 

$11) •• ..,.,,,]11 
JllikUI4' 10, •• 
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Fe'bi'UaJ"7 10, 11M2 

f1ear John: 

I n• delighted to l oarn tro~ fOUl' 
letter or t he t iDe rnulte ot ,your 
nnapaJ·~ r' a CU1pa1g n to pUih t le "lt 
of Defenae Sa~loga BoDda aad Sta•pa. 

You ae .. t o ba~• doae an ezcellent 
Jot 1n ~ eatlle . aDd I abould 11ke 700 
to knaw how much •• appreclate all TOUP 
effort. . 

lleat n,;a..Ca t o 70u aDd /.nna Cl'• 
both or ua. 

Slnoere~. 

(111&1184) . . ...... , 

' r . Jobn 1..0ettlger. 
feattle Poat-lntelligenoer, 
~eeltle . ~-~~i~ton. 

tl7 
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;Buy a Boeing Bo•••ber~ 

z/~NZ- 118 

D.-.•ive Zoo111S . Over 
• 

the Top 
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r }lAVE YOU J~IN~D IN 
B rter oct quickly if you wont YOUR onvestment on Oefense 

vin ~ Bonds ond Stomps to be applied on the ~urchose ~f 
~ottfe·s own Boeing Bomber! That's because the goont shop os 

nearly paid for! . d h • 
However, there's still time for you to toke port--on ere s 

T'2 
how!!!~Y ::! !!!Bonds or s!,tP&!r~ G 
your nome ond the amount invested on the coupon whicn you will 
find on todoy's Post-lntelligencer. Then moil tne coupon IYOU 
KEEP THE DEFENSE BONOS AND STAMPSI to The Post-lntel­
ligencer-ond your investment will be earmarked by tne U. S. 

~ur, 

-============;~ ......... . •ijl;., 

rroos!!!m~!t: t~!~a!~~J.ng 
Bomber which is to be inscribed with the nome of Seattle and the 
Pacific Northwest. See the coupon and list of those who invested 
on Page 7. 

• I 

/19 
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S L\ T T L E P 0 S T · I N T E L L I G E N C E R 
1 H o J 

February 5, 1942 

Dear Henr:t : 

We h&ve jus t put on here a cll.!llpaign to " !tuy a 
Boeing B~bor" through the purchase or Def ense Bonde 
and Sttu:~pa. 

Today we completed our o .. pai ltD and have aold 
appr oxi=ately t400, 000 worth or atampa ond bonds. 

Fro~ what I have gathered of t ho etu:~paigna in 
ot her citiea, the newspapors oonduoting the~ cl&irod 
credit for all the ot..,po and bonds that wore sold \ n 
tho region. Our progr am was soMewhat different, in 
that we listed aa our contr ibutor s only those peoplo 
who notified ue apooifioally of thei r l<r:IV purchases 
and requested that they bo earm&rked ror the pur chase 
of a. bomber. 

9 1 

All in &11 I think it wu an excellent eampair n , 
and toat it ha s done a l ot or good . 

I am s ending vou herewi th copi e s of letters 
Whi oh went off tod&y to AashtMt Seeretllry of l'isr 
Lontt and Colonel &rthur I. Ennis , Chief of the Pub He 
Re lations Branch or the ~ A\r For ces. 

I thought you .Ught like te lcnow o~ the very en­
thusiastie manner in whioh our So&ttle people entered 
into thi s progran. Allo, I would appreciate your shari"! 
thi s file with Carlton Duffus of your Defense Savines 
Sta f f , who has boon in e onatant touoh with thi s OII.T.lp&ign. 

Anna join• mo in oondlnr our beat to you aa alway a. 

Honorable ~e 
Secretary of 
1'1as.'>ln.,-ton, 0. 

rely , 

Jr.' 

Regraded Unclassified
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, ....... , •• lta 

I lla•a ..,_ ..tri ... tloat, ...... • -cJ 1 I; lw? ,._ 

.. 11 u4- Ti 1_,-' I ? t. ,a wlll ---- lMlwa 1a ,.......u. b be fl'h Ud at U.. •llll..U• el4rl- fill tllla 

.~. 

Ia _. -· tloa "-'-llltelUc- a.. brlW lta rm' N 

... ""' .... Det- . .... liiC• ......... ·~· - to ........ -tr 

.,..1tle pw t ••• ~· ... W. ._.,. Mhtilettp thiNe pa hews la 
Wlla- ,...., ci'l'iac tloa -• fill- 1"'1-•ra _.--· !.'"""" ................... "' ,. laal..S. all ,....~~aaae ., 
"-P• u4 "-~• lathe rac1-

,...., t1oa '-de •• l..,..et.d rm•hM a wte1 ot tillY ,111. 

I ...... ..,_ ..twi...S that the - ap'aed ..... lw$ II 

,_ .. u ... t1oa ,..._.ry D pu' 11t r .. b...., ~. tr at a 
rat a ot taaa.ooo--.. 

!Mnl'-.-::~ I .- \llat ,... •*• •et_. • !Mlac 
r l;(lac '•'*-· -1a ,.1..,ot1• a t t1oa ._ttl• !Mlac p!ut, ta 
be . ... tw ,.. .. e'ta\l• e., -*"" ta u. Anttt c__. 1a thh ....... 

... wlllll ... pl- ........ pl- a Jl.4ori ~ptl•· 
alll. olo I- alaarlac ~Cel-l ......,... I. lllal1e, Cloiat ot tloa 
l'la'blla lllati•• ......., at the ..., Air r ....... 

II •..u lib to -lata t hh PI GCJ- .. •- .. •••Utlo, 
.... \beret- -x• a,....teta :r- •etc-tiac • p:t- 'llhlah 
h a'beut .._., t• ~l"&r7 to the Anttt• 

n-ke '"'T ...... u4 with .....,. , ... wieh, 

Sl-rel7 ,_., 

s-.ra'ble llo'bert A. "-"· 
Au l...taat Saoratuy ot trv tor Al.r, 
.. ~. D. c. 
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..... _, ..... 
o.u Col-.! --.teo 

ft. f'wtMr riha II W ... 1 ...... fill ol? _ _,, liP =I ,_ 
~ ., ~ n. i4.,..t ..,. ..,_ •· .. c..-. r = ,. • ., w 
Md= ,.. ..,_ - 1 s ,., w ....., • '-lac r n • _. ·­.,..,.....,... 

o...:-•=--··"·~-- ..... -....... a Jd Ia tills .,.,... Ia.,.. w a.w lad.._. s. - -..1 
..qu...,. n sufiiW T' u _. ....... _ _....,. 
1M1~ ftrsst~ un-ac - ............ tllslr .. a -w- __ , ... ...-n-t~ ,., .... 2 = "'.'-lac ...... 

.. .....,.re' lMl'f'ltlele ts ..... - I 4- Mft~ - fill 
•-'~....,_., ....... ...,_,_ • dacasett~oat...._ 

ftls w •ac ._ w..l • 1_.._. rw¢ ' • - fill IIITolll• 
rsr ,_ w-u-. 1 = ~ac ,.. sllfiUI:s tr=-. ~ 
111\elU:=sw fill *• ...us ... ., ,.... .., w sac. a1• au 
cln ,.. • :=sn1 1 ... ., .. la *1... .. e ... - -
~ ... .,. st IQIB ............... "'. 

0 

rt~ 
1-' ........ - t-.1 lzssl .... 

I lllnw ..... wrttt& ts Assl.._. I .....,. fill war t.sowM 
.. _ ~ .. lsdpsW ......... la .... tl•,.-..... • -
MMlt ., .... b...,._ ...... ~................ ' ..... "' ... 
letter ..... ••U'7 ....... Is ... t J 

... wltll u., .. , ..... '-'""- *lsll- ...... ,._ 
..,_ tM fleas•- wscs .. -. teUsrtac ... ,_. te ,_ GD ssdo 

a.:osr lanla 
ftls ~ ,...._ z-• l I 

..,. ........ "' lsaVle ..... JMltls 
llsrt>ut w -. n.-lac ,_ ., ._ 
w.ttsllhtes,... 

ftls laan,_,.• ...U M :a.ttcs .. ..,.-. ,._ lteelt• 
1••• ""* s. -. ,_ ., • ,~ ... 1 nr .. ,.., • n 
1M ~;otl• is tsltlda .... llllllt"' 1 ts>-fift ..... 
•esrl'M la ,_ :a.ttsr fill~ 1l. 

ao- - llnw ,_ 41 sed fill tills 1.-t,_,.-. =I _,. 
-abe .. ,_ IIIII .. ts- M'f'lac ,...U.- 'N 
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c.l=-'--- I. ..... - .. .....~ •• 1 .. 

.. ...... .. pi 0 ,,_ ........... - ... , ....... ... 

.. • .. - ..... ,.... ., ... !' 'rf 1 ··-.. , ... ., ... 

...... .ur.nft c a , ... ,..... .. • .._.._..,.; '"• •..,. 

...aiedl• _. IIaW ... F II .... lo ' .. - a 1-.1 .... .-u- We ....U alee w ...,.. w ~ ..,. IIIIi• • • • "-"1e 
brobD apl.t • -'eel ~ 11&14 .. ,.... ., ... ........ 

T• tab ;art ta W• , w p ;ne te a..t• 'rr a1 
CarJtle .._, la ._. tl ... Ia I I Alr llllaw qt • 0 to 
......... ,a- - Mllelt ., ...... -- •• , t 
c.1-• leiiii a. Glart.lft-. at ,. n ._.., 1 • -. Ieala& o a u 
•• _... ,.., •• ,.,. 

0 tt.,., t a .-,. ........ • -....Jt f11..,. 
,..,, ftllWp I 7 , ;e .S 'wt tl ._ Ieala& I 5 $J etftdale 
el the ....... .Str .. ,. • ................ ...u . 

.. -u, ., ••••· ua w-. ~· ., ... ...,. .... . 
t flr ... llll ....... .. -u 41 ...... .,.,..,.. .,.. us al ., .. . 
pr ll t .. 

lllea14 .,_ llaft.., f"1nnler .... ell- W' ....., .. h ;e pu, 
" would be pl• ... to lilllft .,_ eatU.. ...._ 

at.. w .,.. _,_ to p =••• •• ~ u ,...Slota, .. u 
to a1.-.a _... -"-"'1 tl tiia -..s ... ..& • ...,. 
J&tri.tlelMI.naale...,. ~ la ,.., .. ..u qp1ddo 

Marla: ,.._ .,.. .. ·-.. ....S'"--

'fttll ._., ........ 

Cal-l Artlnlr I. ~ •• 
llbltl, 
Mlle•latt_......_ 
,.., .llr ,_ 

~D.C. 

·~,...... 
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'OOY A BOMBER' 
c~;~PAI G N HAS 
GRAKD ~l[ 
• By Carlton JC~.~p 
Imbued with !lOme of the 

spirit of MaeArlhur'l rallanll 
..,., and the heroot~ of Wake 
Island, Sullie and tht Pacllle 
Northwest amuhed far bt· 
yond l l>t roal In Tilt Pott· 
IateW(eDUr'a "BQy • ~Iar 
-ber" euopalp yt~tuday. 

11 ... .. ,..,.,.... •v for v-. 
~ .. ..,...,....., ......... .... 
eWdru ..._ ...... (Mfr ...,.,._ tA 
the IIP\bal. ltAe te blu .. tw .. 
tDOCnt7 u 4 ta.uaaa UbtrtJ ... 

H•11dreda or pe.tJioUe dtJat:a.a. 
eacer to b4l llt:led ••011.1 ~· bom-.. 
u"a purcii.Uera. addtd tbe AMr All>, 
ord aum or SU.SH.iO to tll• rna 
rute.rday to brl.Df tbe cu•p• IP'a 
total up to U 6Uli.Jl\ I 

Since tbe oltJclallt QuotH ••U· \ 
mated price or a Jloelnc bomber I• 
$335,000, lhla Jea•ea Ut.JJS,tl oftr• 
aublcrtbecl. 

Tblt wlU •• lo par for l.CI'kl, 
:urt~ and amonto1tlon-poaalblt for 
lbe bom)• •our own ~11DJ Yor· 
trMat.t "1"Hl aoon be afowerlnl' oa 
Axfa war~lorda. !lamed lll7 arter u .. e&m,.lJil 
ba.cl reac:. e4 lt.t ,o.t. Joho BoetU 
'''• pub llier ol T..-.. PoiT·I"CL 
UU.'fCU. witH RoiNrl A. LOven. 
autataat aecrflat7 or• war ror air, 
ia. Wulal•ctM. 0. C .. U.at 8.atll• 
u.d. lbe Padftc NorUttMt b.t.d ear-
~ 

'~MBER' 
D CLOSES 
(Cntia~ ,.,. J) 

m.ar• .s eawab cleteaee ••cn.ar1Uta 
to buy tbe bomber. Ut ukfld that 
Lovett cb0011e tbt BotJnr bomber 
ftom tboao DOW ln Pro<II&CUOO &ad 
that t.be ml,cbty 1.lt nat\ be '" 
aetfbed • tt.lrl the wordtnr. "Real• 
tie a ad tbe Paelnc Nert••••t. .. 
DEDICATION PLANNED 

f'ormaJ dtdleaUoo ctrt.llloalet 
will be hJd Ja ••• llett t•hl,.. l)t. 
t..U. ol ~Lt wUI be ahea later. 

Tbe bl&l'ftt toatrUnttloa ot tiN 
d o.lq d&T wu •ad• llir t};e J~at 
~dl et Tta .. ten No. H. tu 
)ttlU&Ud S..tU. uloaa del ~lt 
... btnlat.... ner ...,...,t .. 
lli.ML11 lA .,..... .... ... 
tt&ape; to brtq th..tr toW hiYMI• 
aea.t Ia fe.feue atc:u.rtU• . , to nu.,ooo. • 

.&.DOtbtr S ... tUt uJoa, l ta,ct £lla. 
ployM N'o. U , awellt4 J'Mtt,.a.r'e 
Utt wltb a OODtrib1atJoa ol t l.Oot. 
POEM 'Oflt VICTOfltV 

LDepll'td bJ lbe obJtct.l•• oC 1bt 
oampa.lp, Julta Kathleto 8oba.o. • 
ttadltr In lkatUe public eeboolt, 
WTOtt an exeellect poem eootdl'l· 
ll'l,r 100t1 ed•lct tor ••ery Amtrl• , ... 

Ita tbt-mt la u-prent4 lo tht tol· 
lowlq; 

CtiM, h r o Df/ftU• 6HI. 
Bt prttVd t/ ..,Aiea r • 'n 4t•#, 

~ ..... .-.-lclld A~'• htUiff 
.tMt-• th Rue., Su. 
'he coal wu tt:adl..t ta ,.,t 

two aM oa•b.41t w"b, ••"-' 
.-kM n '' tu tiM ..... eucftN'­
nat ca•,atca a 't'ff cMdoaet.t4 •r a 
M WI;paper la h dtfe N..UwtM 
lllaiO<l'. 

To tJIMt ..... ••de U;t. llae 
&dalanmul pcllt.IJ\lt T•c ._.,.1~· 
'I"'1J.KCll"CC orrett U• ooaan-tata· 
Uou. ftb ••••~per It prot~f tt 
Ilia " bd lba prh11ea-e ot •lrKUOI 
Uta e&alp&la:L 

Aad .to., aooct htd: aod lattp P1 
ltt:Ul .. "E Lb.a cOOd abl,, '"Se.a.t\Jt 
•1'14 Paclnc Nortb•Mt. .. 

Aa.. ou111. our bomber it DOW 
boQitt ud ptJd (Or, ltt'a ..C. Nit 
oo oar ~. but ntp rlllllt ta 
ba,NI.a dtlnH bODda ue ataa.., 

Wl!l MUST K&&P BUYilfO TO 
1 KEEP "Ell PLYlNO! 
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{'L l ' H HELl' S \\' 1-:1. 1. BO.\tnt,;R Fl";\ll 
thtir .. lhl' " H<~mhotr'' rf'llll'"""" In 

''· I UH nn·:::;'-rurlhtrtn~ Tnl \ 
- \ r-4..-fn:: lt.,mhe"t" f';tnl('~tcn. 

t I t, f'( ..;f"!\111,. \C"o.t,.rd~\ lH•Ir"'d 
"'' • : • Hut t"'q a.n pr~~nun~ 1 

l'hf'nll'''ttt. 1hr l'\1\':;~ni~ inH'·'•·rl lh 1 ,11'1"""' tn 
,,. t-.11' th,. :-tt I ~ r ""tf. 1n :u\rhht~n 111 l'ff" \ 1n11 .. 

rl'l:t'('.-t~lN) l'P l"a);:t ';.) 
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~ar "ea.atOPI 

Tl sak you ur1 DUOh !or 1our letter 
ot f e~ruary 9th, enoloal~ • cop7 ot 70UP 
efeech to the Real F.atate ~card of N.- Yor k. 
1 t.-d 11111 th1 quotatlou !roa your t puoh 
Ia n .• QIWI~per•. bvt I •• 'fl'f7 glad llldee4 
to l.an tb.e ! ull text. 

You han pald the Treuur7 a t he tr ibute. 
&nd one which 1 appreolate iaae111el7• 

!il ooerelJ. 

FAD, Jo11ph C. 0'~honeJ, 
Unlttd St1tee Senate, 
1aablns toa, D. C. 

?1(/cgk 

Regraded Unclassified



~.,u..t .. ~o~~ .. c-""""" 
~~-·~~"- ::: ~,~~~ ..,..~._ ............. .......,. ... __ .... 

-~"-·--­_, ............ -..,(. ............ --.~ 

February 9 , 1942. 

Hon. Henry llorpnthau, Jr,, 
Seore t.&r7 ot the Treasnry, 
y&Shington, n. c. 

OeAI' lleney't 

In a ~ to the llew York Real l!etate Board 
Satur~ night I took oeeaaion to aake a littlo reference 
to the per!ectl:r eplendi.d job :rou han done in red\IC'inc 
the interest rate on the public debt and in ••l.l.1na defense 

bonds. 

Inei dentall;r I took oe caeion also to .lut.hn" 
»::! idea that in a democratic countr:r the salntion ot the 

people lies with th-elna. 

I aa t.aJdn& the libert:r ot eendi.nl: :rou a cop:r • 

With best wisbes, 

Sincere:!.>' ~-ours, 

129 
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1:l0 

tor relean su:-day A. u. February B, 19L2 . 

$1.r"l"Ar)f of ;.ht adclreaa of Senat.or Joseph C. 0 1l!llhoney ot Wyominc 

':D :; •• IMl Esc.atc Bota.rd: ot lOew !oN at. U• i.Uth &nnMl d1nl'ler 

en fP< NiL"":' 1 at. tho :Sco~l Cor:noc!ore, r:o. to1'1c: Cit,-• 

• ~~ t..~ dc!n0e-rat.1c phUOI'>ph,y o! .oci.al, polltie.d o.nd ec:cmoz:.lc ortN\1• 

.. l-~ 1 :-:. 1' nt1fl !actne t:.s ueatest. teat, no one, t•n aure, lf'OU.ld b.,. bold eno~ to 

1 r!f. On o·.•ery wor front in t.he world, the United U3t.ion• atand in deeperate 

tM~=' «fort t.he noehanhtd logiol'\l or leaders who trani'.ly uecrt. t.hat. the prtn:i­

f;u c! .. """C~ey havc outlived ~ uotul.nesa &nd .OOul.d tt•te way t.o the lohtory 

t t'"'t.l!! u_M.;.n aut.horlt.y . 

Pfca·l!e "-o re j ect that theory, bocttuao "'C h&liovc th3t all nen •are Md ot 

r.r·~ r-4 t ~he !roo and 1nc!oopendcnt.", r.o a.re nar1hall1.1r. &11 t.'le ~.1.lt..~ and power 

o! :.Hs :~~ion t.o t«p t,.')r lt,f;ht. or lit.crt,. humin;.: t or ill r.allkind. ::ot. Ol\l..7 

t: r• in tlo~ Unittd Statc:s, b-..: t. t.h.rou;~hou~ tl".e \.'4S':oelm Hen:iaphcno: o.nd wherever they 

.,-0 ;~bla to _,~c:"'po tho t.crror or tM opp:-cuor, ncn t\l'C rC:GJlOnding t.o t.hc call o f 

tr ~. 

11\e dMl,:el" tl) deoocrac-J, hot.'f!ver, 1.a (&'!' croa~r t.h,,.n that wMch io r.pre­

lfl'\~d by the nilit.ar:r power o! t.he Axis . It. !a to be r.on.aurod only h7 tho ox­

':ol'r.'! :.o w.Jc.h W ide~ ot t.he auth6rit.ari.&n ot.at.e have spreart, oven aubcOI'Lictously 

.xr-i or own people .. ,.,.. bJ ~ dttJ"M to r.dch we h."\Ye torr.o!.t.en t..M real r-..eaniJ'It 

of df'lllOC:rlC.1• 1 do not. h-laibt.e t.o :Ja'J t.hat. ric;ht. htre !n Anerie• there ,,.. 

Pf"'ple who 'ocUovo t.lnt deoncr.lcy ar~ tJ1e cap1tAliet..1c syst<"n are out-coded tnd 'lfho 

.rt c~f1dtnt that ou!. ot t.he • •r will c~ a nn eoo1al and poli tic.al ordar bl5ed 

~·r. t.~ prlr.dplca of toW! ta..-1on1sn. 

Tho rnenda or <lenoer.,cy will be bltnd, 1Mcte~d, it thoy rail t.o realh~ tt-.u 

r ct, fer 1n t.bo 6eapcrato crisiS. or war ue 1\ave boon forced t.o a,dopl, nany ot the 

... !~of t.~ t.ot.a.U t.ari&n at..'ltc. CivU1&n ir.du.~t.f"":i· h t1Ying way t.o "M"&r ind~t.!Y 

..M ""'3l" in1!.13t.r7 1: controlled b7 ¢(1"\t.raUaed politieal pcmrr. ':"he ta.sk we ntil-t. 

JP~Jf".c when t.hc war h over ~U bo not. only the nat.or-ation or civilian ir.du.st.ty, 

• !.."'e 1'\Jt.or~t.ion ot au~ority o! the eit.i::cn OV()r his covcrnr.~ent and over t.ho 

er .,-.1~t1c:r• t.hro~ tddch his cconcr.ic nood8 arc 14 rved. 

il'A czpansicn or r,ovcM'If!ant. par.er, 11 necc3cit.;t, of course, in t.i.ce of war, 

,..:11 r r .x-t•<dl"'d t.o a rlccrce that. will na~<! r.orc- difficult than ever bo!oro the Nt-

l:.t"':'!.io."l ot M r.ul dcooc:r._t.lC: p.""''C.~IIIC&. Uot.hinr. 1-Uust.rat.cl this ~r t.t.cr, 

rto~lJ' f notl(:h, tl-.&n th,. <'nth'!l:SiAit!c and pa..n.ot.ic r!!SJ"'IMe o! the poc;>le to t.he 

.11 ot 5.Jcretary IJorr,cr.tJ.au tor invnt::x!:nt in n:- lonO . It is A record or pop.,.. 

l:.r ~:o:1tri.t-ut.1on to ~o dcf""nso ot tho M~1on uhieh exceeds a.n;rthing that ove r 

!>. ~""l~:t in !Us:.o,.,. ~thout.. prc!I""'JI"£ , mt.hou':. force AAd fl'it.h o!'lly an ap;>cal to 

•'- ~:...-1 ~-b:t of 01r people, the 't"'l"<'.»t!!""'J Ol.fXl-"'tnn.;:\t., d!U"i.nC -:.he ~l'\t.h or J&nu&f7, 

t~ld d· !t:r.:c bonds h.avinc a c:a3h v;\luc of over O:"'.e billion dOllc..t"$. J,b~ tt".an 

d~~ Mllicn .s""pnr ~'~t..J bondo t·c~ oold <!urlnn Utot. r..ont.J1 ~nd tho~ h ovcrJ rcl'son 

:~ b,:.:!u•c tl" ..... -: :ht- con~t ~t.ion.s fi'1.U cor.t.inuc o.s lone ac t.!'IJ peoplco a~ :tblo to 

~:'1;.8 -~ "~oC'~ r SO'J:"Ct!S of ineor.e . 

P. r.ut.obl<. llS trhis achicvunont. is, hon'cvcr, H rcj"'M'IMte 31"1 incrcuo or t.N! 

: :ic N-t-• t"hi~~. 1n tt.c !'fV& to Co:'X', will c:h.U:rnr.c tho lo;plt.y or our pooplo 

!.) "~~ ~ rtun n:· o!""Utc• 1n a do~ crt·.~r ~..,...n t..lou."l ~ chlllcngo.:: b7 .,..ich 

t: .... ., ~:'C :101r con!rontA".d. It b eoot.ln:lt.cd b7 the Proaidctlt. in !..bo b\adgc:t • Mch l".c 

l!.,j~.U.tcd t.o Co~NII nt. t.ho bcginninn or ~" ~roaont. ac:s:Jion t.M~ tho 1nWrtat. on 

'.h. ;:±lie d,.bt for the ~.,:- 19LJ •Ul <l.OO'Jtlt. t.o tl, 7$0,000,000. tho hir,.hcn 

-"'.t.<ioll ~rn:. of l.ntcrcst. C¥(:' p:!"CT1o-.:sl.y ~eoJ""'ded w:".# in 1919 ldlcn t..he t!orl"l t"ar 

&tot. cost •. h~: CQvt:MV"'t~r'lt $1,0~(101)01000. B lt in 1919 W !>~M".N"nt ns ~ :l!'l 

tr.t.. N:s:. r ·,t.c'l slip,hloly in execsn ot L.l.;. 7ho i,nteru':. nttt t.¢d.ly 11 only About. 

:l.L< b-.t. t.!'tr ckbt 11 aero U'.M Mcc as gr'CA t ru; it. tra.s 1n 1919. SOnct.hinn more 

• .. "'I 25 ti!l1ct'.s t."'n, H ta -.1.""( .. ~)"' rx>re th.-u. 60 bUlion.t and we IV'tl .approprt:a\.inl 

·z.d,.r !l".c prcs.s"Jre o ' ncceuitj', ~:~r !Jr !lll.rr.4t"acturf' or t.OO ir.at.r.nr,nU o ! ....-v Vld 

thC' 4.-qui.,.,ont o~ OW" a.rncd forces at " r nt.o "h.1ch doti.oe 1mrlr:at1on. Tho progra:. 

Cil"-: dj• C!!lla tor :2ddt:.ton.U t'X]Xn<iit.uros t.h:at will equ:U lclt. ~or'l debt . 

•,;,. lh.all newr f!'lt:n bt-r;in to t:OCqtr'CMnd wMt. tt"t.is ckbt. OPa.."l.l 1n uma of 

d(.-,gcr.le;» unlo:os lf'O rodi: c thAt. tho\li?l the ~wn·1nent. t"'.o"\Y create a dtbt., only the 

Pft;>le c..an )).41 it . Tt~ eo'-ern::ICnt.. hu not.htn& except thAt 'lfhieh it t.r.koa from 

~!-, r-"c;p:lC! \.7 wo,y o f t..uAt.ton o r b:r "V or preenp~n; the: •cth1t.1ea 111 which t.ho 

PI= ;:.~e • . -a-lvt's eho:lld c-np.p . Pr>odtlCtJon b7 t.ht> pcnpb- ta !he only deper..cbble 

8 ') u-cc of to'« mntn:. l"'CVt.nuc . tho 8upl"m& t.t~.ak or a der::loc:Mc7 :lYrefC'It"C! 18 to 

tNI'>lc tht J"'ICplo t.o J'lroduc:e . ~ only alt.All:mat.iw 10 sono rom ot nAt..ional 

~oe~A.!!.sc. 

Regraded Unclassified



... 
- t.ht 

._, "'" ~~~..t::ii 
~ .... ,_ 

of U. .,....., lla\ 

..-~- r.uor-
- .. -..., 

-~ 0 of wbiob \hoM peat S.k te aw b ' of IBdl~. 

,..~uro, l1bo1111 - * ,......,othiiP' 1 Sa alt..,, ___ _ 
IM_. olll¥ bJ UY'.JII -· Olld .U of .. •a 'w._-- ·--.... 
Jp,.. - .. "'" -· Sa - t.lloir - "'" 1l'1111J - · ft Sa ~ 
02' bo<l ":. ba.O 1 .. \ Ilia~~\ of U.S. I' ' lool f M \, -- - - ...,._ tllo 

~:'or - wltb \he rtp\o of CII'JIII1au- of- - - -· Ia t11o .wa. 
t ,.. tocoUotb Clm\W7, ~ 1\oelf Ia -'&1 ""-"• It Ia oaq boo•- w 

;,_.o lOtt 1 1Ft or tho tao\ \ba\ e:o•w ' lllnld be a.l7 t.t.o eana\ ot -. •• 

~ bcrO 1D t.l\11 cO\mt.ry' u .. u u t n tho Old Vorld, p9e~at thN:oa._. t.o be-

ce~M o!JJ' pt.:'IIIMI'I t. au tor • 

!ht s:at.tun or tho !'JI'Obl.e tltdoh U pnMa\od to • ebould ~rMpe bt .ore 

cl.t&r to .en who are oncnllfd in U. ..-1 H \8\e hw' 1 thaa \e &n7 other poo• 
br!UUO Kal euato i.e looal aDd bctou.r'.,.t. of the ~lei ot ~ re6l. proPfl"'­

<r..,.ri p......-4 r.. ll>o ~· \he\.., .,...., - 1Miac .,... l.ocol ~ ~.a~»­

~· LocAl dco1roo AM -. """ incrluod _.. ....,.ndlT "'"" tho ._11;7 

or I.oc&l rcwt~'*- to aret U... Ift&cll4-ue.oy ot locol rcftftu. t.n t urn proootd.l rroa 

tllc t.Mbili"" o f lOC&l cnt.erprbe t.o hold it. CRm wi\b rw.Uonal. ent.o.rprUo. 1bo 

1~ N.s bt-en conotant.l.y bccordn.c 001"0 18\0qv:U. u t.ho CIIIPharl• and eeopo or 

,.._-. U!o char1nl ll>o poot lool! _,...,. bu bc<1l t...W.C 1 ~ - t,_ tho 

l,.oc.1l. to \ho nat-ional aphoro. TM.I Mol been r.cc1~ AC:C<IIIIpt'.nicd bJ a 1t.oact1 

e:QUidOft of the power and a.cti Yi t7 or tho central cOvoJ"J''IOftt Md A aWA~ oon­

traoUon ot tho et!tot.i'fD P"'Cl'W or lDc.U ~t. 

1hta tho: 1do&l.l o.nd princ!,pka ot ~r3.Uo socie~ WDftl dovelopcd, laDd 

us the p:rtncipo.l aourco ot econa:d.c tncono, and bwd.nc3• :tct..1Y1ty1 11IDo tho l.a."Mt u.­

tdt, as ~ l.ocal.. In the oarl.y d~ ot Olll' hi.otorr whonoYOr .m found 

tbcuObcl opprtued or oonhontod b7 an econcatc dopr'OIAoa \bey oould .,... on to 

l4l'ld And. Ulei'O tam. t.hotr own li'¥1.1\8 1n tho1r own W'ft.)' 1t1\h thoir 01m l.a.bor and 

U» ntOartes of fti:.ture. ~ crc-th ot Ud.l ooet17 tor ooo hundrod. ,o~n ,.. 

ma•ured. by tho ntcratlon or :acn into un~ot.t.lod 'areu ~ tllo7 broasht UDOOC~ed 

1a:Jd ia\0 cultint.ion and bid.J.t new oorzun1U.e. Oura WN M api.oultu.r~ ccot10111;1 

wt.U t!ttr th., C1'fil Wa_J'. In t.Mt. eft tho problal ot N&cljuttiAt t.ho lJWI of 

..,. - .mo lwl fo•cM U.. Cl.Yil - - ool- 1n \l>o bld.ldJnc o! tbo ,...,.. .. UJ>s 

..,1.1.1 r.>Uroado ODd \l>o "'~' ot tile Orw.t ta>ot. Tho bll1l.dinc ol \he roilroA<lo 

c.~ the •PMMnc or tho coW~b7' b7 d'l.e tint Wlccmph wtr. ..., W belinn1Aa ot ~ 

D:dtm phu.e ot t.hl 1nchl8t.rial 1..10 And At~r the W:>rl d l'llr, when our OCOI'KIIO' 1\o.d • 

corw tndl.lt"trlal t'\ltber than a.p'1ctalwr.U, we .Qnmd the N~UW of l"Ht\j•t.ant, not. in 

tho O]>tninc ot nh' l4ncl.s 1 but 1n tho bvild:1n1 ot r.o\01" J"M(' .. ond aut,.oa)bUe•1 ai.r­

plaatt ana r&t.Uoa and all o! tho doYloct wl\ich ha._ Mdo tho CIOdorn coo~ .a 

luxurious. .u our oc:ona1117 c~ traa an ac;r1coltur31 one t.o an lnduet.ri.al ace, 

troa loe.1l. to n&Uon&l., it c.leo c.hanp;d tl"Cr.. an incb.Yid\IIIJ. CCOfiOa1 (.0 a Cf'OilP or 

crpn:luUon.;;l eccmc.oo' and we ta-.e DO"Nr t.AkDn tlwt U• or the t.hcnaFt to td.j\llt 

w .. cr cr.nbattone ot tho eodtm world toe the u.,., or lndiY1.dual.l . ln that." tail­

• lin not oftl¥ Ulo caWN o! \be pn;.sent ...,., but. t.ho chkUance to dcmocrac7. 

lhlblo to 1upport thcnaolwe 1n the ocqllex econccio order or our Q:r, \1nabla to 

ea:w.nd t.holr own jobo and MAke t.hoir cmn living ort thoir own lond or with t.hoir own 

~., poople t.-.e tun.d to II)YC:m'K'nt !br a~rt. &Dd. ~ tbcy do that tbo:y 

a1no dc:aocro.cy. Clcl'f'onaont ca.mot. proct\lco tor ua, ..o l"l\18t. pi"'Of'tJJO tOr oW"Ml,.. 

Oowe:n.nt, -.ben 1t boccaoa the nutor o! ncn, prcduiOs onl.7 dia.ut.or. 

u, t.hor.toro, we boUovo 1n tho d('lmora:ic t.hoor)'1 1n tho t'icht or the 1hoo 

dh1Nl t.o toftm h1Dtel.t :.ad lt w arc ckltond.ned \bO.t. t.h1a J'i&ht. ab&ll bt proao,... 

'led, t.hen wo havo no Tft-OW"'e except t.o l"''&)ce ~,....,..in t."-t., ttrat. of all, t.ht right 

ot U. Wi~ to wpport b:iJuol.t ahall be protected. 

Political deaocr ao7 4cponde ebeolutclt Cld oonpletcl.)- upon ec:onOid.c ~racy 

ftere can be no ncb t.h:i.llc u a tree 1moonwwnt without hoe tntorpr1M. 'there eM 

be no auotl t.h:l.n! u n.e en~J1)r18e wur.ovt. \hi rt&tr\ or priwte propeft7. ,_. 

tllo Wtitut.tona, tbe lftl\itut.ion ot pH.ntc propert.J and tho inet1.t.ut1on o t tree • 

COTGtmllllt., U. Onrt and t.he ..,. Ud..nc• tha7 are s.n.opa.hblfl !rea tbe 1nctirt4'J&l . 

!bey bolooc \o 111.n bcforo \hes; bolofl8 to - orpni .. uon. 

I\ wu p:roclM)T hec.t.we U. t eun:So.n ct t.hb eo"'ormtent. undentood that 

S*Jpl.o CON be!ore an;r of the orpn.ha.tiona 'Chich 10o1et.1 torN U!a.t the7 d..ra.tt.ed 

t.W 8Ul or P.l&ht. and lild.tod \bo a ucbor1t7 o f p;wrD:ItPt. to oont.rol t.ht e i t.l.u. 

It 1t. bo t.ruo, at WI .,.t a~t, that tho goyernne-nt •hoal.d. no\ control the Clitt.ne 

t.bm »- •QC.b no.re t.n. 1a•1t that .no 8'\lbordi.nat. OJ"'C-'ilaUon undor t.hl gcnoo.,_n\ 

lboul.d a:erciao t.bat power. 1M people 1n a dc.crad.c nation art tho eowoe of 

all PCJftl" &nd U t.be7 aro to J"'MJ.A dclnDorot.ia t.hoy n\I.St oont.ral •"WVY arpa.iaat!.on, 

1!'ba1..'\itr U be It= qe, eoc1a1 or P"llucal., an4 t.bl controlm~~~t bo co-cx~.mliw 

• tth the ofopniut.1on lt.eolt. U 1\ -s-ntet loeall7, local ptbllo cor.Lrol U 

RlttC.lent. • U tt aperat.M naUCIMlly, t.hc:n nat.10nal. oontrol 1n t.M public tnt.trot t. 

1a •••nt1al . M when ... r,IOU: of eon\:1'01 1n a dlfloerat.le co•ura:~ent. -o do not 

MIA t.ho txo.rai.M ot dJ.acfroU.CJM.I'7 porMU" b:y t.nY CO'fOrtaent. o!tic1&1. Wo ,..,. otll.t 

.....U..Uan 'Wi.UdA t.ha .t.. ~ t..lo 1.. tbt peopl.D mwt., 11 they are to pro~at. 

\heir oon rlgbw, lq -., t.ho olsll>.l&rdl or ro~bUi\1 and c..-t >nich obaU 
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"Q!I&t.cwr ~ hlv."Cft to be Ot:!" habit. ot t.bo"",ht wt.th ro.CII)OCt. to this ccn~ 
nrrill q:.»a:.S.on, hoKvor dctc:m.necs we r:.::~ be not to t.Mo c.hD blindore orr, bow­
'""'"' .u.t\lll:r w clo.so our C!"C• to t.M re&Ut.ica, t.bo tact. ~ that ccnt.ra.l.i.s::t 
tn-p,nmn\. hu b«n t.hc product. o! ccntral.J..so 1n ,u.s.no ... ~ tact.e tbescl.-u 
sc:Meh at. \11 . 

In \h-11 1\l,?lrlat.ho nar e!'!ort 1n wh1eh li'O aro now cnp£0d, wo &J"' ot 
ntC>.I.Ii\.1 u\J.lh1nC not. local entc.rprilo, not. scall but1nOit, but t.he rceourcca ot 
•~>Jo h~ ocono.-dc and political cr~zatic:u Ml1ch haYO been tho product. or our 
L!:ieo J. tc.w w(l('kl .,,), 0!'\ the floor or tho Uni1.od St.atol Bema to, I J)01ntod out that. 
t.hl todt ral IWIOnnt:nt. hAd ATt.l.rdod in war contro.ct.s bctwnen ' Juno, 19LO, and October 
1 191.1, " t.ot.al of tii'tocn a.nd o~uart.cr billion dolll.'rt. Uoro t.ho.n SO% or thb 
•:~to 1un wu · owo.rdcd to fifteen corporations; mor<l thM Q0: Tf:t8 tnmn'led to only 100 
c.:Jrpor.\Uont . And aa t.:1N10 4110rds hAve bonn nndo, tho p6eit-1on ot littlo bustnos.s 
:..'1'! o! loc::.l bulincn hrus hccot'ICI at.cadil!" more prttcAl"'ioUD . tho r,ovcrnnont. at Wtwh­
:n;t.on h'\d no other choice 1! it were t.o be !ait.n.."'ul to it..s obltt,At.ion to rwlufactlftl 

11rp1.o.nos, tt.o Run&, tho torpoodot.s D.r.d the W!lr ah:1pe by which alone the dcoo­
r:nt1e prtnc1plo ar.y fl#lt bo do!'endcd. 

Not. o~ wa it neeca.uy lot' the govern:acnt to awan1 thou cont;."'&cta to u·.e 
0;--vthatioM which could apood!l,y produce t.he -.;lpot\8 t.hat wo,.. needed, but. it lQS 

..::o nicou:vy tor 1.M tO'IOMDent 1t.sel.t to ua\100 C«<pl.Gto ~r O"''Or U".e ccor.oaic 
.... :.,,. So t:.ro bot oro our very eyes, in the t.hroe-1 or tM 11 te and death a~ • 
0; ~n.q, we 100 cx~U...f'ied the tact. which w "h&vo bcNin 10 al.o- to coerprehe.."'ld, 
:.!-t. Bl& IN8ino.ll load.J; ctiroetl1 to Big Cove.nntnt.. 

This t.um.in(: ar.B.7 !l"CC ll t::l.o Bu:nncat t.o Bic 8'.-incu h:u tAken place 1n 
!.lee ot i.n.llot.ont lind even despeN.t.o ot£'orte \q)On t.:10 pN"t.t or na:ibcrs ot Con-

•.f(u r.n4 ot!1ccn 1n t.ha cxcc!lt.ive brll.OC.b to protect. Lit.Ut itu&tncae. Coenittco 
1 .trint• h.'\YO boon hold, apc~"'cs nedc, b1.lll Mve boon introducod, cxccuth'o orcict'3 
·. ~ bctn iltutd., all intA:ndod to provide :l.'ltcrinla n.nd c011t.ract.s ot U tt.l.C 
~ :;tncu1 but. t.hc bulk or tho •10rk h..1.s cono novurt.holcaa to t.hc huc.e unite . 

Botoro Pon.rl H:~.rbor I eought t.o OGt.A.bliah in tho O!tico or ,. roduct.ion f.!ana.sc­
l'""llL 4 divieion to prot.ec:t the interests or .L1tUo Dw:~inoaa. ' A!'t.or Pon.rl Ha.:obor 

:.: .-.u diti'!Dnt.lod. and tho \lar l"rodu::tion Board t.ooic 1t.e plt\o, . To Donnld l~rolaOn 
l "' COI"!r'i.t.U)d t.h.c roeponaibility Ot SptCdi.n{t up t.ho prort\lat.iOf'l Ot 'r.).T l:l(ltoriala . Jr. 
t.,!.l t!tOrt. Which he 1a Mking, he deserves And will got4 tho tru~rt ot Ulloyal 
c .t.b r.t. \'lor producYon cones O.rst and wo nuat Oo.V;p rtt\rl~vor ~critico is nte,ss­
:j t.o h~lp hin t.o achiovo it. NtvorU'Iolcf:t, it. nuet. bit clc~r to All \Tho at.~ 

• 1 u eritil t.Mt t.ht1 t.hm-t to ~~ independent. cntor,')rito in thf\ nr cttort is 
·:-.:-,t.or b:' ! 1\r t.tw1.n it. nir.;ht. o~errise have bocn it, in tho ,..,.,.. that. preceded ~ 

•.-..r, 'II(;. b.;.cl not. blltldl.y ptorai~t.od h\ICO or.:ani:ationa: to 1.0\ll"f) a norc dcln.tn.:lnt. phcc 
=..."\ oor t'CO!lei:O' t.han wu propor 1n t.hc pt.bUc 1nt.c~at.. BocaiJI.o wo did not protect 
>-: ~·.b 'b"J.Il.n.:U LnCl local bu.:i.ncas in tJne ot peace, beCI\UIO WC a.llowc.d ""t:'Al 
~'l!r:l"'tnt tt.c:.~ to expcLncl i.Mt.c.ut o.r buildin& up tJw st.ren,rt.l\ or loe4l «<vc.ncent 
..., t1nd O'll'l h oi ont.r;rt.ne: the ftr to de.ftnd ckmocnc:r eu!tcrinl; f'ran prec1.tcl7 t.he 
GrL probler..;~ ot ~lo,nent. o.r oen and or C3p1t.al t.hu p~ Hi ~r in Gc~ 
.w.l tore France~ uundcr before t.he advnnco ot t.bo d1ct.ator 1t uetu. 

I belino it ia an ea~cnt1..11 part. o! our de.tcnao o~n now to preHrve lltUe 
bl4irwa• Ancl to ~aervo r.crtcult.W"C bee,auso tho Ut.t.lo lNI:itiOIIIOM nnd t.ho t~r 
:"';:p:'<lacn\. pr3ct.1C-ftl.ly t.ho onl.)t ties we M.vo lett to rroo, 1nd.ividual enterprise . 

ln t.hia rrort. criaia we aro not u:s1ng nU our Mtorial, TIC nro not using :lll 
our Cl\l)it..,l, l'tO nro not. wsin:; all our lll.bor rui.d t.hio t\.'\1 Men tho result. ot to.Uurc 
t.o kcop 1.nd1Vidu.nl onu.rpriao Cree nn<l .u.ronc. BocnUllo wo Mvo pom1t.ted a-uc:h An 
t!~>no:;tc condi.U on to ariao in this eount.ry, 'lfU o.ro oonpollccl, in tho nort41 ax­
'·1\::nit.~· or tho MUon, to turn tho grc.!t bul.Y. of our uar contrt.cto O'-"'r to e ((lit 
h~o c:ocM1sot1of\li wit.h tho result th."lt diDplaced. .U.t.U., Outrlncea c.nd d1apl3eed 
'«>riu·r. oro· ttU"tUn.g t.o govcrrr.o::t !o:- roUe!, thua only incN"l\lil\k t.he cravit.7 ot 
.J:. probltn. 

ltl~tt.o:d ot put.t.inc Ut.tl.e Businoae, tJ\e uncnplo~ And t.he !~r O:l 4 to'PJ.. 
bub to bo t\qllpOrt.od 'b7 rovomnc::u. sub:sidiea drnwn hon t.ho O"/Or-Ocf'pcninc 'ti'OU ot 
"'le national detictt, our cttort. c't'E!l ntJIJ ahovld bot- t.o a:.i.·,\lla~ tho 1nweau-.ent or 
10-:0l.T&t.e ~rit.al and h\IVI.tl lahor 1n ~. in'\epcnck!nt. cnterprlae. 

That, hon-fcr, 11. -~jee!. mtcb ft".&St. eYOnt':l&ll1 be pltc..,.nt.ocl t.o the t.a.x 
ex;rrtt or t.hc. ~wnnent, tn the ?reas~ and 1.n tho Conr.rtlt. r.c at-...lll no~ !1nd 
:&1..-ation tor tr"C'e entorprUo :t.n4 U:o cllJ)U.aU.a!.ic a71-\.t"':'1 b7 dottt'0)"11\C U"..o profit. 
=-ot:.vo. \lnleu wo adopt. a wtae tax pollc:r 1:0 ab&ll on'I.M ~ aprint:a o f rc.YOnue t.o 
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, ·,"Ct. : r. ttOald t!c Itch a :~1nplc c.'\ttcr1 it $ec"N t.o ac, t.o .:. tJ"fiC ~ o!' t.."'e 

.....:t "~"'rj•ie.s of ~.he people by holdinn forth J"CWards in t.he WAY ot 1\blt.ed t.&hs to 

·~ • ~!:· .blls.h indc'pc~cnt. o:.t.erpriso tor the production ot the natorialt we so 

1\£~.:!. InstA..:.d c.!" c:.couro.c;lng indopt.)ndcn,_ t:nW>.:-pria~, w :~.ro ~ non-

. ,._.,. ,,~ rovormc:u. runtta t.o t.hCI huge orc-&nb4t1cns Htieh Mvc llre.ld7 puth.ed tree 

;...:;:-~~c o,;t. o !' ~e pict.u.ro . 

~" :Mll clu tho 11hole t.hre.nt to the demert~Uc 1<!e4l 1.f n taU to rciliz:e 

·~ csnnti.:'ll r..lrk o! conccnt.rat.ion o! cconor.do po\·mr in r.ovcr~cnt. an d i n h\lflfi 

.:!C: cr;:"~.n1z.n.1ons b t.hbt tho7 are eontrol.l.cd tron \J'Io top inste.:tcl of h'o:l tho 

in t:.,._ ~Cr:tUc ~ny • 

! ~.·.-..=(" cco:x't\ic: o:-r,.:.ni:'\tion h;..a develope-d in tOO n.:Ltion.'\l. end int.crnAt.ion.ll 

, tn::u: tt o! in t.~c :.ecru. aphcrc, the j)O#it.lon or the indiYic!lnl ~~ bcCQOC 

f ... oro:'\. Ulls~l'tlc. The i ndopondont privnt.o buoinco:snnn c.nd \':-orkor h:Js bc:c:1 

rl,; to :,.It .. ,..i)lo;.«, !or oven t.ho or.ocut.i".-es or Bir; Dusinon .:u'O t.o<by J"'~ 

~ 1n 01n::~y t..'w S .li:IO mnt~cr1 i!' not to :.he a'-.""JO c!eC'J"'C, u t..~ r.:.cc W'l>riror . 

-~ n 1~ho t'lceupy plnco:s or rooponeibilit.y and i:w1oad cv.::m thoec Y:ho occupy ai:w:r 

c( !))!"t or leas security With t.ho oodcrn hu,r.c f'COnonic t~rt;onizat.ion 

~tl7 h;.w mrr lo)"3lty to t~ orr_.m!:.atior..s t~:.h n!Uc:."l t.T.t:ir ecor.caic Uves 

w1d liP than to the COI:Irt'Wlitics of dtich they an, cit.1:cn.s . Tt-..at, t.oo, 11 only 

- .. 1, btca\.l5c1 a!W.r all, a t::an 1s job is hh cxia~nco and in t.his eonplox or& 

, :~ r o:- a busint.a& C.X(.Cutivc who ~• or r~e t~e h\l(.C l"lli!.Ch1ncs t.".at !)O~M'!i 

·.tt.ey rcquiros enMot utily c:~~"!.t"l !'roa jo'o to job or !'roct place ~ placo u !-~• 

dt':.t.ht•r d1.d. 

So 1~ io th.:lt 1n the p.:tt.h Of the bit: Nr.t.ioii.1J. in~t.ri.al OrbO..nizatJ.O:"l thrre 

!'ollcr:cd the b1' ~tional l3bo:r orrAnizAtion . Bil; Lobor, likr B'r. Go•tcrnoont, 

11 n a pr"CCChct. or 31(; 8u:J.1.nce•, and here ~ iho :..cndcncy h to ro·rorn troo 

<:.~p down inst.cac oi tnm the bottor.l up. AbuHa: L-, tho !'ield or labor, u in 

!'iold of bc.$1non, often tend to bu cr.aru:c""ro.tert. It. 1ft caey to i'lnd f ault., it 

-; Lo uruo tron ~ par~c\Ll.c.r ~ the ccncralJ ao not intf'O(loontly we find 

.:1bl< ~:"ld tl'blc I"'r:IOr.S CO~; all busiMS.S Ol"f~iU!t.lon and all labor Ort.mi-

"-tion. Tho tine !'or t hat approach, it. sconn tc Ill( 1 has r.one. The tine 14 hero 

.. • !.t' n..eo,"'ni:e t.h&t or l:r;u"li:.J.t.ion mana por.or 8lld t.hat. power cz:.n be cxorci.sod Y"J..:sd;' 

: (:' wtW'isely, in U'.o p\Ollc: int.orcst. or acurwt. tt• public i.nt.tn.st. nr t.l.oc 

.:. co:v· tor tho people of this nation to sook t.hv rood in llll .. cono-..ic org;JA!ut.ion 

~ ~o 'I'~J"'I\) 11.1 bc~usc, when all ia aaid And ~ono1 t he 17CAt. Mjor1t.y of U·.o 

; '"i'!" or iber1c.J., vh:t.t.t.~r their ttalk or lite, d..at.t oror •.heir a!!"Ui:n.ion, oro 

ati:l lo:flll A.."'K.ricans devoted ~ tho dmocrtt.1c 1dcrJ. Md t.o t.he 1nst1tutioM ot 

!t"'l Cr~ \""hich 1'l"O all cherish. They do not. uru1t t.o ollon po-.tC:o to be abused. 

Tho n(.Od o( our tiDe 1o to rccoC'hc t!~ t. t~ ~ern 'COrld 11 indcvd a 11110:-ld 

c! or":)nbat.ion and tha ~ oll t:'Ptl o! c:1 tJ:z.cmo t.cnd t.o bM toCC)U".c r to protect 

t:.•d.r t: pc:-a.t.c intcrc-c!., aoned"'M.;!I :lr,:'lina~ OfiO anOth<.r ~ llot:ct.i:xo:a ac.ainst tho 

~Jt!tc tnt.crcat., SO in tl:t.sh.tnr,ton ~y, 11'C bc;ho.!d rt'('~8\IJ'CI cro.- or V"'rious lrlr.ds 

PX• nine their 1n11\lllncc upon tho nat.1onol povornecnt, no~ onl.:r or~n!zat1ona ot 

t .:1:'k".:• c..."d indu:a .. ~, not onl:t Ubor oJ•c..m.:.l.Uor.s, 'b\lt. trttdc .:lUocia t.1.on.s, a¢-

1' ..Utunl &s.!Od.:ation:t :l.."ld con:lrCra orC):U~t.io~, All cs~Uthl'"d 1."'1 ::Aa.'li.ncton 

v.'l.t.h office. And :Jtlltfa to cuido tho r.ct.ion o! the r;o'/Crtr.l'n~ ao that tho pa.rticu­

hr int.r n st. "'l.:l;' be prot<'et.c:'d. 

S u·tly r..tw'l t.i.Mc hr:9 eono t.o r-.u~ nn ond t.o nll or ;.hot~ ·ur.t.lo clAss c.tl.."'\l).\1~ 

tOT s.:r~r.:a~ r.ro~ Clnd be ::1-n ono b1r. cc.n.pa.irJ\ for nll or ua.. n~ public tnt.4'H'C3t, 

t .:.::. !1 to e"!\)t, t..~ tntcrut of aU o! U'.c i1CQJ1lo 11 •u:xortor t.o t.hc inWJ"Ctt. or 

111"1;." cl~I.:J l"i- etoup. \:c nu11t oa.ko up our ninrlo to work to,~t.ljcr and not ~~trwt. 

tr.-. ~nl"tb: r. Pro.spc:routJ businceo is t.ho only cuarnnt.co t.hat l abor hno thAt tt 

ca.- c_nJ cc« w-.~c. S:.cMU.y cnploycd labor c.t. r:ood w.o.r.oa b: trc only gusr,.,nt.ce 

t!l.:. ~ bUt\.nCSS has ot A !'\"',rk~t. in 'WhiCh it my diopODt Of it• cooda arxl N.meca 

W1~ profit. n-.c tl.ost u:-.y t.o inoroa.ee rovo1'1'\nCnt rucnuo is to tr.pro~ busineaz, 

f':" .. 'l'"!~ b~L'1Us, :uwS !..'lUI to 1r.ert#.:JO o~loyrv•nt by pr 1Vlt.e cr.it'rprisc , 

':"ho:re 11 a flc.ld tor r.ovol"'ffi"''nt. Thoro is a field tor :"..3n"'!;(!r.tlnt. There 

h .: t'i.cld !or !.abor., :llQre ia .:l field for Afrtcul.t.U..""eo But. no o::c of tr.on eM 

be fC"':":it.!.cd ~ doc1~t.e t.ho r.hol.c, not. 1t we ck.rir'O ;.o JU"''8e~ the (!e)oc::".ltic 

principle . ~tnd 14 in search ot ".ha rom\lla by trMch the rceponsibilitiu 

"'"ld dutica or nch rroup n.:._"f be dofincd "Uld ~rt.tic oont.rc.ltl c:.v.hlhhc.d. l~ 

~tc·c! ot ~vinr. ':.c.l o!' t;cc.c V3r1.ous dhis!ona o! MC:ict.y rr~inf" for U. hat. 

ounce or !l.dv•mt.J.r,c tor it.a O'im nct.bon and t.'1creby tollc:w:'in ... thr a.::d r"Qt:.C!rT. or 

tho ~t. 1.-, l:hic:h ~"r• over t.t-..c Cl"nx: rahip c.nd 41s trib•ltion or o. tcnrci r.;.r h.·\Ve :s~o-­

cd to doclf'.J.tc hi.:StoJ71 W n".l!lt. at.cp ~ ..... ;,s tn!.o tJ.o nc;:: Or.:l o( Ab.:vJL"leC 'Which 

Ct.r1 be ct..t:Uned by 1ntl'llirent coo!)t..r:tt.ittn. 
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I.,. pl.U.Iecl lut. week t.o re~ in c paa::PU.ot. w·rU.t.cn b1 Prorceaor 11Y1D 

! IW'- of "'"""" IM.,.n1tT, one! publlahal b)' ..,.., Uot.lonAl lliooo.....,oo PlanniA~ 
~~ at. •~hin!'On1 thill c.nl.i.dltcncd ~Pitt . 

"11'0 do not. 1111.\nt. the tOioorTII"'Int to nan 't.hc whok thew. W. 
6o not. wan\. o t.ot.Allt.srl..G.n ttntc. Wo r.wt. !rocxton ot ent..orprUe. 
ro w&M t'roOdcm tor colle:eth c ~rain1nn botJmt>n · Clq)l.oyera and eno-
plo)'COI . 1i'c wan\. trecdoa !of eooperntive oction . Wo Wl.nt. t~ 
ot choice ot occup.."lt.iot~ .• 

Ttwlo a.ro objcctiwa whic."i the deaocratio e t.at.e c~n achieve nnd which , indeed 
it. oUit. achiove it tho world ie to be o.wod t:ron diaaatcr and d<~IJ)AS r. There can 
be no bu.t1non

1 
thoro con bo no prosper i t y, there can be no cuhuro, no ed\aeat.ton, 

no 
4
rt, no civillaauon without pooplo. The rwod:J tutd tho doairoa ot peoplo a.ro 

e..~ m .tnopr1nr ot All h\lr.IL\,n nctivity. The nntural roaou.rcee fit l,.'Lnd And ao:a ond 
o.tr :u-o ut.t.orly uaolou without. peopl e . P.ich or poor, educnt.od or uneducated, " 
• !'lite or black or yellow, ' people inMbit tho world and CI"(.At.c:l t.b.e d~ tor c~­
tld.nr th.U. pcoplo produce. The a:~ro pooplo thbro nro, the: grcator i• the dcn.ll'-.d 
v.d t.hll in t.urn varie:s wit.h. their int.clligoncc . 'l'bo oore honest Md onorr.etie 
they arc, t.ho DOro the opportmity tor dcvelos:nont. ond. the deaocr.nic aysten i s 
the only one which J"((lcUCI o.ll their onorr,ioe o.nd AbWt1u . 

thlt 11 wb:f I 4ppl.4\1d the decli.raUon or ,. rotu,:,or l~ Uut. we do not .ant 
t."K' f.O"ic. rmc:nt t.o run W molo shoD'. tiio or:;ounuUon, lout of all. t.t.e orr;mi- -;, 
a.uion or f:070moC:nt., should, 1n t.ino ot ?e'lCO, bo ('ICtni tc.cd t.o direct. the eour-...o 
Zl£.tl thall tollolr. 1bo M!.cr.::l :'.a~ :5.:teviU:.blc ro•ul.t ot eonecnt.rat.cd par.c:r 1s tm 
lir .• U.at.ion ot erowtJ1. Tho pM;tres:. ot t.he world 1n l ot.tcrt, in arlo, in se.1e-nce 
h:u been t.l» work o! tree m.n, so dcnocraue ~ocioty nun, firs~ .. t ill, mJce ~ 
solu\cl.J' e~rt.ain Umt. no arbitrary JXIWCr, vhotbor it. ho oxcrc:Uod by PriwW or 
y.at-Uc aut.hori~y shall be pernitt.cd to r~su-:Un t.hc c.ot.ivit.iOI ot or:n . 

It. 1t only by sot.tinr. rwm !'re~ to uao all tho1r cnorsP-oe, to work for t~ 
aolvoe tmd tor t.hoir !aDUie$1, tor honor and r,lory Mel ovon tor pccunitu-;:t row<1rd 
t.h,\t. 1fO CM n:ndcr poesiblC tho 1"ull production ttrvl tho tul.l onploynoitt which 
d on..:l will ~ t.ho billa we oro now incurrinr. i n dct'on:Je or dor.~ocNcy. 

- -- ---- --
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0 , ..,\..I • It.!! ;:'0?. SECRETARY. 

February 10 , 1942. 

N.ail Report 

The outour s t of protest over the Chaney- Douglas 
rroilltccnts he~ be en r efle c ted in comments on sales 

Dd' r•nsr bonds and Stamos . I am ther efore sendinu 
u ~~i. stp~rate br ief o~ l et t ers of t hi s t ype , asare­
:Hd •IP to noon, Tuesday . ~ubsequent criticism and 

co.,.., nt w~ll be added to t he o t her report a t tl:e end of 
:. f. t. r. • 

.> 0 !'ar , we have received 24 such con.municat ions in 
11 -- not a larce number , but outs t ondin< i n proportion 

:c ~he re;; ~ o;' t he :r.ail , and unan iD.ous in regis terinc-
u' .an:•oval of t'::e s ituation . The Concr essional voting 
o;' t n~ions which , f or a while , oominated .the co!:'plaint 
.,.e: 1, 1• s oeen entirely i orgot ten . The only reference to 
:t CH.r t.nls mo r•ni n;; i n a bulky package addres sed t o h:r . 
"~'o thc·au", from Clearwa tvr , Minn . Insiae wa s a tyoewritten 
sl if - "Bundles for Congres s - a cabbage f or flo r ganl:.heau", 
ar .. 1 H.• bunule cont ained jus t t h£t t : 

. !. pr·ott:s t mai l on CCD a ppoinL:ren t s nri es from 
r.o:.;·.,.ou: FOS tal cards t o s i ~ea t el e~rams . Arnone; the 

.. ·ar e:-t two r eques tin,;: a aefinite stt t enent t te.t f WJdS 
•ce'\'ea :·r. ~one sa:!.es cio not ~o into activities o:: thi s 
" ' - .. 

r ollowir•• ste. tts ere r epresented : Pe:msyL£nie , 
.. r : Y .,. J .. ashin ·"ior. , :. . C., :.:.iMesot.e , Ctoll:'orn:.a , ~ontane , 

.;/ • In .,)tt<t£: , ~~ryland , ana !lP.W Jer se? • 

.:>ll.-rle quotations follow: 

.... nt
1 

::>teinberg, N. Y .c. If your- Bon<. seles dr op, bl ame 
.. J• Roo"ev ~lt . ·:.he t suckers we woulo l:e t o spend money 
~n con, 5 to ha ve said money used t o pty some of her f avoriLe 
~-- C:.r.nc. - Dou.,las- L&sh . 11hy i.l:is .lilocrt-Sullivan Oper a? 
• r.:en en~ v;;.~r.wn wno know v:u~ t v:ar• i~ , <;0 t.ll th~ work . l:o 

'c n .. s a p"ice , ~one ;vl en lhc~e ttrec ta,e rr:oney to 
:: 'in t~.e WH four thousand !tiles i:.ehi nu the ~21 e. :r:ontb 
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!.'tr.orandum for the Secre t ary. February 10 , 1942. 

fi.;r t in ' me n, you can bet your bottom dollar they ' re 
•.o l real lrr.er i cans . 

A ~is;usted AMer i can Citizen, Washin~ton , D. C. I saw 
'IOU!' ?no al:out oayill(; taxes . I wouYd hf ve been in:.pressed 
if : .. ecn ' t recalled also that ~· money is :oin~ to finance !,.·~ . Roosevelt ' s travels , end salaries for fler oancing 
· ricnds , picture ac tors , parlour pinks , and glamour boys 
on the pay Poll of t~e OCD. . So why sho~ld I rush to pay 
~~xe s Ol' be for Ne.t1one. l un1ty? The b1ll ions are running 
,ovm the sewers and you know it . 

Anonyr.:ous - tl .Y. C. (A chain letter . ) I shall b uy no more 
~elense Stamos or Defense Bonds until the Go ve!'nment ~e ts 
~ia a:' ors . !toosevelt. Why should our n:.oney be we.stea by 
~~6t sillJ woman? Ask 5 of your ~riends to write cards 
lik tills . 

Alir t U. Van Dlusey, Rochester , ,; • Y. As snol< t> swoman for 
• .:;rcu;> of business women of this city, who Rre going t o 
pay l arge!' i ncome taxes this sprin~ than ever before , 
; respectfully a sk you to read t he two enclosed clippings • 
.• e w:sl: to ask you if t his is the way our· tax money is to 
'' zpent? t!ot ont. of our £roup earns more t han $30 a \'leek, 

·•r ·.Ye t'Zintain ourselves and c::mt:-ii:ut e to our :'a::~~lie s • 

. . . ro::!i.;; , Staten _sl•nci , !l. Y. :or your ini'orc.ation , four 
~·oplc toae.y have - wi t hout. any pror.mtin· or 'lS?.in~ fro• me -
·•':: to :ne in ci i fferent r1orii s e.s follows : ••,•1hy the hell 
Jhoulii I cut my expenses and buy Defense Boniis i~ the 
~onrn:r.ent i s going to throw fet salaries to movie star s 
~nc dancing &irl pals of ~;los . Roosevelt? " 

.. ··,···rei IV. Pi per, lid tirr.ol' ~ , :.:a . HEADLI1 ¥,5 in be. l~in:ore 

.. e.,.sraper -- 5ecr•etary !.!ort;cn~hau ur6es !!ore bupn6 De­
te~~e Sta::~os and Eoncis" * u * Urs . Roosevel t reco==end s 
~ r.cers to· JCD at ~<:,600 .00 per . " l• u :.entte \'otes ~or 
~a.· l'" ns ions desoite olea o::' ilyrd to end w&.s te . " " * 
:ohn Sr:Uth , 1'expal•er , s ees :tis she.cow, sce!'ec - !'etreets , 
~'ll.c ::'or cover , afraid to buy more 10- cent Le.:ense Sta:r.ps 

n~.,; 3onC.s . 
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lleJDOrandUII for the Secretary. Febr uar7 10, 1942. 

N. B. Matthews, Vice President, Basin State Bank, 
Stanford, Montana . Late in December I was asked t o go 
to Helena for a Bond meeting and got up at 5 a.m. and 
drove 180 miles in the col d for the said meeting, at rirf 
own expense, even to paying for the lunch at noon for 
myself and the one other member from this count r7, who 
was less able to pay than I . Then we were told that we 
had to pay the postage on all correspondence pertaining 
to the defense program, as well &I for ordering and re­
mitting for Bonds, and that one-half of one man's time 
for selling the Bonds had to be absorbed by the bank. 
(Quotes Chane7 clipping.) Then I also have a service from 
Waabington which states that the State Administrator• for 
Defense Bonds are being paid from $4,600 to $8 ,000 salaries. 
Apparently us little fellows on the firing line are not 
worth much &n7Way . 

C. H. Longshore , Westfield, N. J . From time to time I have 
received from your office requests to subscribe to various 
issues of Savings and Defense Bonds , and have done what I 
felt I could in ~urchasing such Bonds . To use an expression 
of the street, "1t burns me up• to hear that the funds con­
tributed b7 mrself and o~her patriotic Americans, are used 
in part at least, for such purposes as the Physical Fitness 
Division of the Office of Civilian Defense . 

E. W. Bennison, St. Paul , Ui.nn . * * * If you will check fOU 

will find I purchased $2,000 in Defense Bonds last year, and 
I bad planned to purchase a similar amount this year. How­
ever, after reading the reports about the activities of the 
Civilian Defense program, I have decided to spend no more 
money that might be used !or such purposes as dancing, etc ., 
or paying any movie actors' salaries. I happened to serve 
overseas in the last World's War , and it seems to me it 
would be more appropriate to get at the Japs and let the 
dancing go •. 

P. 0. Huston, N.Y. C. (Telegram) Have purchased six Defense 
Bonds in January. Refuse to buy additional until assured 
my money not used to pay fancy salaries to fan dancers, movie 
actors or communist proteges under cloak of national defense . 
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JleJDOrandwn fo r the Secretary . February 10, 1942 • 

• ~t ~"' 
Disgusted Patr1~o , Al bany, N.Y. Enclosed clippings may 
ive an inklin why real patriotic U. S. citizens hence­

~orth will shy~buyi~ Defense Bonds . * * * If Mrs . Roosevelt 
is too dense to real 1ze her disgraceful position( and has 
not the sense to resi~, she should be asked to <10 so . She 
certainly is not help1ng to bolster the morale of American 
ci t izens. Furthermore , will you or anyone else please tell 
us citizens one single word she or her misfits have spoken, 
or one act they have done that will add t o the protection 
or "physical fi tness• of our people?** * No more Bonds 
for yours truly as long as the rresent bunch of nitwits 
control our unfortunate country s policies , if any. 

R. S. Woglum, Pasadena, California . We have received your 
litera tu1•e on the sale of war Bonds and Stamps . We have 
been purchasing issues and intended to continue. However , 
since Mrs . Roosevelt seems to think this is a Roman holiday, 
rather than war, and we are told is squandering our Bond 
money for such pinks as the night club Cheney-Douglas duet, 
rather than permitting its full use in real prosecution of 
destroying the Japs and Germans , we heve decid ed to discon­
tinue further purchases until the rotten mess of OCD is 
cleaned up . 

One cornunication \fhich ;>eada as follows -- As American 
citizens , we are willing and anxious to do our part in win­
ni~ the war , but in view of the recent ruling passed, 
granting a penSIOn to our "$10, 000 a year • Congressmen, 
and the salaries granted for the so-called physical fitness 
divis ion of the OCD, (as per enclosed newse!per clipp~ng) ! 
we are wondering if our country needs our. Bond Money _qu1te 
as much as we are led to believe. -- is s1gned by 26 dlf­
fercnt residents of Pi ttsburgh, Pa. 

/ 
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TO 

TREASURY DEPARTMENT 

IN'Rit OI'I'ICI: COMMUNICAT10N 

Seoretar1 Korgenthau 

g, B. Fole7, Jr • 

1.39 

DAft FEB 1 0 1942 

An application has been filed b7 General Kotora Over­

seas Corporation to r«mit a t otal ot $700 to the four sisters 

of William S. Knudsen, who are Danish subjects residing in 

Del'lliW'k. 

A similar application waa approved shortly after war 

broke out, when our policy with respect to such tranuotiona 

had not been decided. Our polic7 haa now been clarified, and 

we are not allowing relllittmcea to be ude to non- .a.l'iou 

citizens residing in enemf or eneBf occupied areaa. Accord­

ingly, the application filed by General Kotol's OTeraeaa 

Corporation will be denied. 

I am bringing this to 70ur attention, aa Knudsen 

will probablT call you on the matter. 
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TO 

flt Ofol 

TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

Secretary Morgenthau 

~ . H. Foley, Jr . 

139 

DA Ta F£8 1 0 1942 

An application has been f iled by General Motors Over­

seas Cor poration to remit a total of $700 to the four sisters 

o. \iilliam S. Knudsen, who are Danish subjects residing in 

t)enmtrk. 

A similar application was approved &hortl;y after war 

broke out, when our policy with respect t o such transactions 

hWl not been decided . Our policy has now been clarified, and 

11e are not allowing r emittsnces to be mnde to non- American 

citi zens residing in enemy or enemy occupied areas . Accord­

ingly, t he application filed by General Motors Overseas 

Corporati on will be denied. 

I am bringing this to your a t tenti on, as Knudsen 

7,:_1 probably ctil you on t he matter. 
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Country 

Great Britain 

Swit aerle.nd 

Other European 
Countries 

C""ada 

Latin Amer ica 

Far Eas t 

All Other For-
oi CJl Countries 

TOUL 

Tre.nsa.ctlons 1r. domestic stocks executed on FebrwlJ"Y 10, 1.942 
t or account of r oroi gners 

{Values i n thousands of dollars} 

Purc:haaea Salas liet Purchas e s Net Salee 

2 2 

4l. 16 2S 

9 2 7 

6 4 2 

14 s 9 

1 l 

71 30 4l. 
----

22 tii'IIS reporting '101- mel Yalu. tor regular tranuctions. 

,. 

I 

~ 
~ 
0 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICAT10N 

secretarY Morgenthau 

Mr . White 

DATE February 10, 1942 

SubJect: E~orts t o Rus sia, Fre e China, Burma and other blooked 
countries, as reported t o t he Tr easury Department 
during the week e nding January 31, 1942, 

1. E:xpOrte to Rusa1a 

::xports to Russ1a, as reported to the Treasur y during the 
.. eek ending Januar y 31, 1942, lllJIOunted to more than $9, 6o6,ooo, 
ot which the chle t items were landplanea, a nd mill tary tanks and 
parts, (See Appendix C. ) 

2, Exports to Free China and Burma 

Exports to Free Ch ina during the week under revi ew amounted 
to nearly $7 mi lli on, t he l e rgest tigure t or any single week since 
Jul,y 28, 1941, The principal i tem wa s landplanee. (See Appendix 
D, ) 

E~orts to Burma amounted to $923,000, A large percentage ot 
the exports to Burma are destined tor Free China , {See Appendix E. ) 

3, Experts to France 

llo expor ts to France "er e reported during the week end1.ng 
J~~uary 31, 1942 . 

" • Exports to o ther blocked count ries 

Expor t s to o ther blocked countries are given in Appendix A. 
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r. s. s. P.. 

fr~>l" t:h in• 

)',U"U y 

France 21 
Octtt91ed France 

( orCIIp1ed France 

Spd n 

S':l'i tMrland 

Sweden 

PortuPal 

frtnch !lorth Africa 

SOW ARt OF tllll'TE!l S'l' ATE$ 
~IC EXPORTS TO SEI&:TEO COUlll'IUES 
AS REI'OR'TIID TO TRE TRUSVRY ll£PARTtiEIII' 

mal EXJ'ORT OECLARI.TIOtiS RECEIVBD 
OORiliG THE PERIOD INOICATIID l/ 

!.1 

July 28, 194l to January 31, 1942. 

(In thousands of dollars ) 

July 28 
to 

Jon, l? 

tn4,6&3 

30,lSS 

8, 522 

6 

2 

.4 

2 ,331. 

5,2?9 

11, 516 

5, 467 

1,731 

We ek endl'ld 
January 24 

• 3 ,880 

?8 

600 

566 

6 

Woek ended 
,!.onuar;y 31 

$ 9 ,608 

9 23 

81 

9o6 

?5 

1 

16 

Treasury O.partr-ont, Division of \!onetary Research 

I TIIICTLY CONFlOOOW. 
NOT FOR PUIUAllON 

1.42 

Total 
Pornestic §xportft 

$ 108,15? 

37,0'13 

9,445 

6 

2 

.4 

2 ,493 

6,?85 

12,157 

5, 474 

1,747 

FebN&rl' 4 , 1942. 

l/llony or the export decla rations are recet vo<l • 1 th a lar of 3everal d ays or 110re • 
Th• rofore thi~ compilation does not eccurat~ly rerresent the actual shipQent or a 
part!rular wee~ . The loneer the period c->vero<l, the closer will these figures c.­
to 'ltpartment o! Collllllerce reviso<l figures . 

Y Fl'OOil Septe111ber 11, l9 4l to date - It ia preau!Md that a l ar ge percentl\f!~ of l!late­
r1Al listed hoore, consi£no<l to Bun~~a, is de• t.ined !or Free Chi11a . 

ll Inelud•s both Oeeupiod and Unoccupied France throunh woek onding October /,, 19/,l , 
'lcCIIpted ond Unoccupi ed France sepa r ated thereafter . 

!.I InclUdes L'oroc eo, Algeria Md Tunisia . 

~l!tEt Starting February 10 , 1942, t his report will be rel eaao<l on a tan day ·or tri­
:onthly baab 111 order to coincide w1 ~h the ti"'e per iod ol' expected release• 
by the Oepartaent of Co!2!1erce. 
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.&PPDDIX B 

b;pONI froa 0. Uo I. ~ lne Ohill&, 1111.- aD4 
u.s.s. R. •• raporM4 ~ 1aaa !raafti'J' Dtpart.a•' 

Jul.7 28, 1~1 - .Juuar7 3]., 1~ 
(!houeaDde of Dollare) !J 

Exporh to 
Free Clh1na 

J:xporte ~ 
Burma ~L 

Exporta to 
u. s.a. a. 

Jul1 2d • Aug. 2 39~ ~.52i 
AilS• 4 - Aug • 1~ -
AilS· u - Aug. ~ 

§i, 
AilS• U • Aug. 2J 2, 7~5 

.&llg. 2~ - Aug. ~ 
1 1, 0 J 

aep~ - Sept . ~ ~.2~ 

aept. a - Sept. 1J 2,281 ~ 5.~~ 
aept. l5 - Sept. 20 J,822 y 
aept.22 - Sept. 2{ llO tt 2 , J~J 

&ept.29 - Oot. 1,225 ,,~ 
Oot. 6 • Oot. ll 5.Jl2 1,151 ,8 

Oot. lJ - oo t . ld 
26§ J5 

1 ,92 

Oo~ 20 - Oot. 2i ~ ~:gzJ 
Oo t. 27 • No 'I'. ~.I72 J~2 
IIOT. 3 - No'!'. II 1, 72 ~.,52 

NOT. 10 • No'!', 15 2,1151 !Ill 2, 71 

MoT. 1{ • No'!', 22 1, 2211 1,021 ,,~Ill 
KoT, 2 • No'l', 29 J,2J9 1, 3~ 2, ,, 

Deo. 1 - Dto. i) 791 J·609 
Deo, d - Deo. 13 2,lli 

18 ,oliO 

Deo. 15 - Dto. 20 II ~.5110 

Deo. 22 - Dto. 27 1 19& 1,829 

Dec. 29 - Ju. J §~ 
2 ~:~11 

Jan. J - Ju. 1,~f 
Jan. - Ju. i4 1, &95 5.117 

Jan, 19 - Ju. - J,8!15 

Jan. 26 - Ju. J1 &.934 923 9 , &os 

fotal 139.&9' 1!1.332 $10!1,510 

1. 'fht" ftsurn are 1n part blttll fro• oop1n of eh1PP1nC 

&&D1feate, 

2, 1'1gurea for exports to rr.e Ob.ina du.rinC tneae weelta 1no1ua. 
exporta to Rangoon whioh are pruuatd to 'be 4nt1ne4 for 
rree Ob.1 na. ,. It 11 preauaed tnat a large peroenMge of export• to Burma 
are 41at1nt4 for l'ree Ob.ina. 

!reuu17 bipartien\,llldelon o f i one\iri' lliaearCih 
tebru&rJ 9, ~2 
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.APPDDIX C 

!l'o~ zxporta 

Principal Itelllel 

L&ndpl&n.a, powered 
11111 t&r7 tanka and parte 
lbeat 
exploeiYe &Delle and proJeotilee 
lllaulated oopper wire 
)10\or truck• aad ohaeaie 
El:bJl fluid (aaU-ImOok OO!Ip0un4) 
copper pipe• aliA tub .. 
lhedtlour 
Aluainua platea,eheeta,b&re, atr1pa aud rode 
Bole leather 
Refined ooppar 
Bra•• and bron&e platee and aneet1 
Coated wire, n.e.e. 
rorg1ng ~~aoh1nerJ and parte 
TrinHro toluene ( T. N. T .) 
Drilling aaoh1nel 
tool, cutter, and un1Yereal gr1nd1na ~~&cb1nea 

1.44 

freaaurr bipartaent, bhislon or IIDnetarr Riaearch tabruarJ 9, 19'2 
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.APPJ:IIJ)IX J) 

P~1Do1pal ZXPO~t• troa u.s. to rree Cb1Aa 
ae repo~te4 to the 'f~eallll"J :Departaeat 
4u~s the week endiAI Janual"J 31, 19~. 

( Thouaanda of dollar•) 

!oW ~rte 

P~1no1pal Ite .. : 

Lu_,laDea, powere4 (P~3) 
Moto~ truob 
P~lDted •tter (bult aotu) 
Cottoa eheeUDg 
Airo~att parte and aoceeaor1ee, •·•••• 
.&~&to replaoe•nt parte 
1\eflDed oopper 
Anti-tank guae and parte 
S.OII:eleu powder 
~loaln bolabs 
ProJeoUlu 
Steel 'bare 
Relief auppl1u - eurpoal and hoepital 
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Pmo1.-l lblpeno r.... o. a. to 111na 
•• reportoa t;o tho !N••I7 ........__, 
tur1oi thO WHJI: 041al JMU.Z7 :J11 19111 

( !houa&~~.clo ot Doll.oro) 

!o~l bp0r1il 

Pr111o1.-l Itioua 

llotor noaoko aD4 ohaoolo 
lfe~Uo oarvtclpo 
Oolllloaoocl oacl O"-PPra '" aUk 
8tioel obeeh Iroa &Del •'••1 bar• 
Iallllatioc1 eoppor Wire 
Jell &Del ret1JI1Ag uoh1ae17 
Allto repl&o•••' porto 
Portable air ooapreo1oro 
B&rbecl w1~ 
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DEPARTMENT Of' STAn: 
WMHIHGTOH 

~,,. dear r.:r. :;ecretary: 

I am in receipt or your letter of Februarf 6 , 1942, 

in wnich you request t hat an effort be oade to include 

in the • .merican official. party t o be repatriated from 

Jupan and Japanese-occupied territory certain personnel 

or the Treasury Department now i n the 7a.r ::;ast. 

The names of the Treasury personnel which are shown 

in the enclosure to your letter under acknowledgment to 

be s tationea in Japan, Japanese- occupied Chine, and 

liOil{; Kong are all includea in a list of A.:nerican official 

personnul al.ready sub~tted t o t he Swiss authorities as 

~ ~es1s f or negotiations . Should it beco~e edvisable t o 

open ne·ot1at1ons with the Japanese authorities for the 

r eturn ~o t he United St.at.es or .nmerl.can off icials now 

in the Philippine Islwtds , every consideration will 

Tae !:onorable 

Henry t.:or; ent.hou , Jr., 

Secretary of toe Tre~sury . 

be given 

Regraded Unclassified
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te given to the matter or the preeenoe or Treasury 

personnel in ~anila. 

Sincerely yours, 

148 
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...... ~'~--'• 
"*>k ,... tw ,....,. U\'- o1 

'*'-" 9Ua, _,..,._ a Mbl.e ehw1Jii IOU 

...s clcll.l.ar be• no tlllr _., Pl'tdlri7 1a ~ 

...S tor ~~ ,Jlft. 

fSi~nrctJ 0 . D. Wltit~ 
1. o. 11h1w, 

Diftdor ot "rnrlar7 .........,, 

Kr. Q, L s. ~. 
llr1u.a ~ c.-u ta 
~~. 

-..., ~m'• h plt• I MUoa, 
~. o.c. 
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THE BRITISH SUPPLY COUNC IL IN NORTH AMERIC1 50 

Dear Dr. White, 

Box -
lkN.JAWtH F ftANKLIH STATtON 

WASKI.HQTON, 0. C. 

February 9, 1942 

In continuation of previ:~us correspondence, 

I enclose a table showing our gold and dolla r balances 

for each Friday in January and for January 31st. 

Dr. H. D. \'lhite 
Direc tor of Monetary Research 

United St a t es Treasury 
Washingt on, D.C. 

Yours s i ncerely, 

Regraded Unclassified
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AVAILABLE GOLD AI!D DOLLARS 

~ 

lan. lan. lan. l an • lan. 
...L ...L ...1Q. ..ll ...J1 

t otal Gold {incl. Bel&1an) 529 S39 545 5S7i 570 

0!!1c1al Dollar Balance ~ ..:u. ~ ~ ~ 
• 

t otal Gold and Dollars 609 613 608 619 625 

Lese: Be1&1an Gold 105 lOS 105 105 lOS 

Scattered Gold 37 38 37 
' 

51 52 

Gold reserve against 
iemediate l iabiliti es ...l.Q ..lQ ..lQ ...J.Q. ..lQ 

' . 
A•allable Gold and Doliars 457 460 456 453 458 

. 
• 
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,..._. ........ 
,.,,_,. 10 , 1~. 

OOil'lllllfUL 

la .. lnt \lola tew h• \lie htenl ......... 
Jaak ot lew Tork,, t or *• ooatl-Ual lato..-
u .. of \lie loonUr7 of U.O fro•IU7, oe.pllaUoa 
tor \ lie -k oHM 1-r 21 , 191!2, .....U. 
tollor uo'llu-'- _, ot u.o anu• .,lro 
... ,... ........... , *• htenl ......... IMk 
of low Ton:, •4 \lie -• '117 wllloll \llooo o,.,..U­
,...,.. were f S•eztt&. 

4o:2(10/b2 
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CQiFlJE!tTlAL 

FXDKRAL RKSKRYI BASK 

O"F Nilll' YORK 

Fe brua ry 5 , 1942 

Attention: ~r. H. D. • hit• 

:153 

I aa enclosln~ our comnllstlon for the we~k @nded 

January 28 , 194~, •how ln~ doll$r dloburooment• out of the 

Br1tlth g~n1re 8nd French aecountt at t~1 s ban~ 4nd the oeane 

J'oHhfull;: youro, 

( o) L . II'. Knoke 

L. N. Knolre, 
\'ico Prealdent . 

The Mo norable Henry Wor~enthau, J r., 
ct,.eretary or the Trea11Uf'Y . 
h•llluton , D. C. 

(;nclosure 

.:ot;, :bJ : Q- 1~2 

Regraded Unclassified
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Subject : 

TREASURY DEPARTMENT 

INTER O FFICE C01o41o4U NICAT10N 

secre t a ry Morgenthau 

H. D. White 

157 

DATE Febru&rJ 10, 19112 

London Pr ess Reactions , Janunry 29- February 4, 1942. 

Arrangements have been made to obtain r egularly telegraphic 
London press d i geets !rom Colonel Donovan's o!!ioe, foll owing ad­
vice trom Yr. Casaday that such reports were sent to Washington. 
rne firs t or these digests have been received, covering Janua ry 29-
FebruarY 4, 19112. The following e.re ac me ot the more interesting 
!11ghl1#-tl : 

1 . There i s gene ral but •temperate• approval of Beaverbrcok 
as U1n18~r of Production. Still consider able disappointment is 
expressed that the Cabinet chenge s do no t include the creati on ot 

8 
s:r.; llcr, s t ronger war cabinet. Only two papers--Telegraoh and 

Het•ald--express unqc.a l1!1ed appr ova l or the Cabinet changes. 

H i s s~id that Sir Stafford Cripps t>e fu sed to accept appoint­
men t as M1n1s t er of Supply because he was denied adequate guE.ranteea 
agai nst encr oachment on his authority in that poet. 

2. Althougp genera l sa tisfact i on is exor essed over Churchill's 
vote ot confi dence , criti c i sm of the government ha s no t subsided. 
Such adverse c r i t icism runs along the following l i nes : 

(a ) Char ges ot gcvernmen t o9mpl aoency end inefficiency 
continue. 

(b) Tne R.A. F. is concentrating too much on long- range 
bo11bing, which cannot knock out Oera~ru~.Y . More dive­
bo=ner s , tighter planes and t roop carri ers are 
needed. 

(c) British trea tment o f India i s short-s i ghted and un­
de.oocratio. 

(d) Ohlne' a importance in t he wer 1& no t suff i cientl y 
r eoogn1:r.ed . 

(e) One pRper t hinks the Government might profi t trom 
the examole of the Soviet army, whioh ba s many generals 
in their- tb1rti e s . 

(r) A r ecur rent t heme i s the u r gency o r more a i d to Russia. 

(g) The Government 1s chi ded t or fa l l i ng t o conduct a 
oaaapa1g~~ to explain the new incolll8 tax t o r.orkers. 
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subJect: 

TREASURY DEPARTMENT 

INTI:R OFFICI: C0114MU NICATION 

Secretary Worgenthau 

H. D. Whi te 

157 

D 4 TE J.l'ebruary 

London Press Reactions, Januarr 29-Februarr 4, 1942. 

Arrange~ents have been made to obtain regularly t elegraphic 

~ndon press digests f rom Colonel Donovan's office , followi ng ad­

,108 rrom llr. Casadar that such reports were sent to Washington. 

~e first of these digests have been received, covering Januarr 29-

!'ebrus.rr 4, 1942. The following s.re eome of the more i nteresting 

h1glll1#-ta: 

1. Ther e is general but •temperate• approval of Beaverbrook 

as Ulnister of Production. Still considerable disappoi ntllent is 

u preued tbat the Cabinet oh91lges do not i nclude the creation of 

8 sl!lllller, stronge1• war cabinet. Only two papers--Telegra'O.b and 

Herald--express unq~:al1fied approval of the Cabinet changes. 

It i s s&i d tha t Si r Stafford Cri pps refUsed t o accept appoint­

::tnt as IUnister of Suppl y because he was den i ed adequat e guarantees 

against encroachment on hie au thority in thAt poet. 

2. Although general satisfaction is expr essed over Churohill' a 

vote of confidence, cri t1c1am of tho government has not subsided. 

Such adverse cr1t1c1sm rune along the following l inea : 

(a) 

(b) 

(e) 

(d) 

(e) 

( ! ) 

(g) 

Charges of governmen t 09mplaoency and i neftic1encr 

conti nue. 

The R.A. F. is concentrating too much on l ong- range 

bombing, which cannot knock out Germany. Wore dive­

bombers, fight er pl anes and t roop carri ers are 

needed. 

British treatment of India i s short-sighted and un­

demooratio. 

China' s iMportance 1n the war is not sufficiently 

recognized. 

One PRPer thi nks the Government mi ght profit fro~ 

t he example of the Soviet army, wh1oh has many generals 

in their t hirties. 
A recurrent theme 1s the urgency or more aid t o Russi a . 

The Government i s chided tor f ailing to conduct a 

campaign to explain the ne• i ncome tax to workers. 
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FEB 10 1942 

AIID'IIOI I . I . liM' -· 

PU.UI IIAIUD II IA&I f*IW- aa. ,_ D&ull, .._, 

.,. 10 111 Gdl 11o11cau. aa.. •-n ..,.., ~. ,. 
~ace: or UliiD • · ''''' ''• .. lA MllltAII flO ta 

... ,.,dOl, MUJOAll ....,n, ...-.. ... .- j,ll .... 

.loiiiiiCaiiU 10 .a&f t)OO ..... ~ OOftt !0 til AOOOW! 01 

toUI -· DfliUI 0 UOIIIIAII ,_fill ftiAillll, IPIIOI.V. AIIIO WI 

IUWIGIIW 

(!tq~~ec!l D. '"· B!U. 

U oloo2/10/ l!o2 

Regraded Unclassified



. \ 

• 

• 

1.59 

Babua, J ebruaz7 10, 19112. 

( Cu'baD ClonJ'JIIIeA~ aeeke auUiorl t,- to haue a44l Uoll&l 

( peao oenlflcatee AJI4 t o reduce .UU.W. be.DJc re .. rYa 

( requlr-h 

!he Socretar,r of State, 

llaahiDCton, D. 0, 

Slr: 

Supp1ael1tln& ~ bbaaq'a alr Mil deapatch :Jo. )418 of lebruarJ 9, 

19112, on t he Cuban peao excllanga rate, and vi t h opeclal rater once to the 

atatemect contelnad tharein to the eff ect that the C~ban OoYer naent ln­

ttJ>ded t o lao~ 11441 Uoll&l Cuban peeo cerUJ'icaho in order to •et 

the lncreaeln& daand tor olrculatln& aedla, I hue the hooor to enclo .. 

a cow &lid tranalatlon ot a J'relldentlal ae .. qe to Ocngreee dated 

l'ebruar:r 7, 19112, aa it tQ?Peere4 i n toda7' a laoue of t he Dl arl o de la 

~· 
!he Dopertment will note from the eccloa~e that the Prealdent 11 

ttold.O& authcrit)' from Oo~eao to he~ euch addltloll&l amo~ta ot Cuban 

paao certltlcatea aa ~ ~ required to aaet t he 1Dcreaaed 4emanda of the 

110netar:r aarket AJI4 that each peeo of t he pro:poae4 luue vo~ ~ 

cuaranteed b)' $0.98 in gol4 , United Stat11 dollar• or dollar uchall&•· 

lD other vor4o, t he pr opoaed laaue woul4 han a gol d or dollar OOYtrqa 

aqw to 9S per cant ot i ta total ooa1Dal Yalue (not 100 per cent , aa 

aectlone4 in tha •'ba•q'a deapat ch !!o. 3418 of J'abruar:r 9). 

!he ••••ate atatea that t he col d or dollar backi"« mentioned aboYe 

would ctn the new hR~ auffioleAt elaatlclty to peredt t he Gonrnae..t 

to Vlthdrav rea41l:r all or part t hereof if a t &J17 f~ture date the UIOUDt 

of Cuban currency i n circulation ware t oun4 to ba in uceaa of the aar­

ket•a requlr .. ante. 

In order further to l ncreaae t he aYailable ouppliea of circolatia& 

media , the Preoldent aleo requeat o authorisati on to reduce, ehculd it 

bo deaed neeauar:r, the m1zn- reo ern raqulreaenh of O~bftl1 be.Dko 

troa 25 par cent to 12-l/2 per cent ot thdr total 4epollh. (On the 

baelo ot agsregate depooito in local hank• on BoYeabar 30, 1941 , ot 

• , 
t 

,, 
\ 

i , 
) 

t 
I 
I , 
I 
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,..,..,-!111 1116 .000 ,000 peaoo. the OIJ&3eoted. 12-l/ 2 !)er cent reduction would 
rol e·•• for e i r eul• tion, at lea et theoreticall:· , a bo11t 18 ,000 ,000 .,6000 

t-!:ieh t ro now held in the bsnka' vaults eo pa rt o! t he r eo111red legal 

c;o1:l reu rtes .) 

AUthor1:at1on 1a al oo oonght t o 111110 Trea 111r1 notes, tbe amo11nt 
In circulation of which could not a t any t1mo exceed 6 , 000 ,000 peace. 
The 'Qrocaede frorJ t }'l4 ae..le OJf tbeae note a would, the Embaaay underatenda , 
be dovottd mo1nl) t o f oci l ita ting t he ])11rCbnae Of eol d or dollars end 
other o»or. tiona e.rhing f r o:n t he pro'Ooaed i1111o or peso certif1entee , 
:'Ito .,roeoeda " ould c'Onarentlr C>lao be 11oed to moot U!'!:ent bu.dgetar ;? 
obli~tiona i n cnt1cipl'.t1on of tut11re revenue recei-ot s . The notes would 
"-"t11rO •·It 1i n one yeer f r o:o t he cl,te of t bo!r ittue end t he intere• t N'.d 

other cll.l'rge o thereon could not exceed 11-l/ 4 per cent 'Oor l'.DDUC. 

I~ Jtd.d.1t1oD to the above mensurea, the cea~e clao recot;.ends the 
tn. .. et::ent ot a 2; per eMt aurc:hc.uc o on the exiat1DG ~ort im_!)roTe::enta 
~r.d ~:m.e-;e t.rxea, the ?roceeds tro: vb l ch wou.U be devoted to the 
te~enae o! Cuban nrvigetion , herbore , ete. 

Zbe ~roa=ble to the ntt?ched Pre aid ential meaor~e c rpl Fins briefly 
t~e cotiv~e which l ed the ? r es i dent to r acuoot the enr ctment of t he 
oevernl cerouras mentio~ed above . It ohould be note~ i n this connection 
thot !noo!r r oo t he proposed isaue of oilver certifice tea is concerned. 
the 1)l on outli ned in tho message 1a based t o a l r.rge extent on t he 
r ecom:. endr U ono ""de in the llll>tter by the technica l miaeion >~hlch vis i t ed 
CUbe s overol montha ago to e ssi et t he Gover nment i n i t s f1nenc1~1 and 

conet:-r~, pro bltme. 

P.eepect!ull) jOI1rl , 

31.lh 0 . l!rio;.-o. 
Charge d 1Atf aireo ed 1nt er1= 

=neloeurea: 

1. Prtt1dent '• cesa~ ~e . a 5 publ!1hed 
in D1nr1o de l a •;,..rina of Febr\101"/ 10 , 
19 

2 . Tranel~ t1on t hereof 

!'ile :lo. 851. 5 
A..-::/011 
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... le_.. ... 2 ....... toll ... )11)9 
of ,.__,. lD, 1~, Ina •• .._,llr at ....._ 

(,.._ .. , ... •••: u•r biai'1o L i& 

!o the lollbral>le Co~ .. l of \be llepv.bl1C I 

:lziethc o1re1aet-• re .. ltil>& fro• the vorl! 

war troa wbicll llll•aUT 11 uw ntfor1Jo& baa obllc" 

the priuipal 1Dd.uatr1 .. of tbe 11DUod. Stat11 to 

d.owto tbe-lno alMat ozoluoinl7 to tbe pro!Do­

U o• o1' -uuoo ..... _,tor tho 1111c1 oollfliot 

i D wbioh tile •ure world. h ilmll'Ood.. 

!lie etfioi•t Mlp 11111cll the craat republic h 

rond.oriDc Uo allioo roquiro o t be u oo of • ollOnouo 

quati\7 of r.., ~~atorblo, ......taoturod. ar ticlll and. 

fooWatfa, reoultiDc i,....UabJ.T i D tholir nbotutial 

price 1-·-· to wbich ..... au iller-• ill 

f roJ.cllh u4 otholr eonicoo which loeicallT reflect 

tbeaoelne l.a lllbHalld. }ll'lou l.a CUba for ouch pro-

41Lcta. 

!lie l.aor-4 coot ot ...., of tbe eo-called. 

arUcloo of l"' 1M nooooau, coDnaot l.a Oul>a llae 1ll­

@co4 thol ao..t"••t k tAb.,_, neoooaar, protooU"' 

_.,... .. tor thol world.DC ola1111, MOD& otbere the 

Jut and. oqp.i Ulll o l llbreuo ill thol _ .. wbicll wore 

bo1JI& paid. bT 1a4utr1u aa4 bT oo-co. 

()a till other llaD4, thoo 1....-itabll illcrlaOI i n thol 

next npr Cl'Op, 4iaO tO till DICIIIi t7 Of Oub&1o cr1t>4.-

1DC all anllablo npr ouo t o npplT tho Uuitl4 

lta teo aarket •d. thol other 11111ed. u.tloDe, u4 tile 

1-.>~tlll ooblcll will be P"" h t be proclDoUoll of other 

011\>u. pro41aoo, will reeult ill a aubo\aDUIIl iDCrouo 

1D OC'lcultaral &etl'Oitioo, All \IIIII prltiDt aDd. 

fDtvo faotore 11an affected. d will affoot enD .. re 

ov .. ,..tarT aarket ao tbe7 will require • beroaoiDc 

'OOluae of .. ..,, of p~nt, u peclallT ociDed. ud. 

prl.atot .. ,.17, wbicll are thol ld.lld.o preforontlallT ueed. 

l.a tho pooraoDt of oalarloo oad. ~·· 

:16:1 
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There io already cireulatine in thh country a t 
n di scount in termo of the national currenc1 a very 
aubotantinl nmount of United Statoo money which in 
foroer 1>ontho did not eppear 1n daHy CIUlcot t r nnoac-­
Uons. Thio opportunity ~mot not be loot 1n view of 
the pouible eetabliah:lent of a central b•m<, and an 
r~for t ~mo t be Cll\de by all poooible ..,..,, to aceu::JUJ.a te 
t!lis A!:ler iCM noney which mi~t hen t o oern not only 
f or the purpose of contributing to the est nblieh=ent of 
t he gold re oervea of t hat bnnk, bu t also t o 1:141 nteJ.n 
the value of our monoy vhen untoreaeen tactora may 
c&use it t o go to nn unexpected discount. 

In addition to t ho problec or monotnry circulati on 
which vc MYO juet outlined, tha GoYorM.ent will ba con­
f ronted wit h Another problem r esulti ng from tho tunc­
tionin& of the Exci:Mt;e Stnbilhetion J'und, which the 
Gover!l:lent tlllt c.P.intain 1n all e vent • , at 1t vill be 
the moot e!f ecti•o co=ple: ent of the proposed br~ 
I n o~der t~~-t tho fUnctioning of t ho Fund cn1 not be 
obatructed &e e r ooult of the heavy n porte of eupr 
"hich will be made duri ll€ the earl1 months ot 194<! , the 
Gover nment muot hnve aYoilablo, even i f only temporari­
l y , an addi tional amount of Cuban money, without which 
it would find iteolf re~uired immediately to di apooe 
of i n the market the doll&ro which it rece i veo from 
su.t;er eX'!)ortere. 

The only foaaible va.v in which addi t i on8l ICOunts 
of CubaD cone)' ct111 bo rapidl)' creat ed to : eet t he 
•~•rgencr oituat1on vithout af!ectine t he ot~bilit7 o! 
the ooney acrket when tho cauaea r eiJ>Ontible for t he 
1ncr eesed de=and dierppeer , would be to ieoue o1l• er 
cert1f1ee too fi"N' M teod b)' 6')l d or dollor o which 
£Cert1! icnte!f could be eea1ly withdrawn froc c1rcule­
t 1on aa aoon ao cir cumatance a indic ete that the voluce 
of cireulatins modie io excessive. 

With t hi s end i n view, the =xecut1ve ro-uc at o t~e 
Con~••• of the R.oubl1c to authori<e hi= t o , urehaoe 
nne sell -old, dollarc or dollar exchrulc;e : t o ne;;ot i a te 
ahort-tero: l onna w1 t h national or !oreip btJ>kiD.. 
~nt it ie s for t to ~ooe of ! nc1litetiDG t~ese ~­
co.aoea and to io~e silver certif ica te • &UAT&nteed by 
gold, dollcro or dollnr ~xchen;e hel d b;• the : r eaeury 
Cenercl of the Republic. 
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1lll1le tllo prSaU-c of \M - _.Ufloateo -.­
aarr tor eat& 1- h 'llldac ~. U 1a .. alra111o 
to .. \llorho t11o .....,_u,. h p1Me Sa prwhloMl 

all'oal&Uoa tllo P'la\e& loU ulo.-& oarUtloaUo 

Wioll .-tl 'Ito Sa .. f1' I I ~ If \M .... Ollo 

_.... * ·~ el \M o.-lmoa -w 'Ill Door­
'- .... llo6 ot Aqr.o\ 10, 1,,.., 

Ia orw to &1" ..... ,.. .. tor olaaUc1t7 ta the 

Mea ..,..,. Sa oll'011loUoa, eo.,.. ... h roquatM to 

.otU7 ArUalo 1JO et tM ezloU-c Co&e et a-ce ao 
ao to ctllorllo tho ~a .... u .. to reaoo to 12--1/2 per 
ont, llbea olr_o...,oeo ao ro(llire, \lw _...., Wich 

till 'ltab _.t -.lataia Sa oaob ... .....,., ..,.Uot a­
poll h. 

YUh the 4ollaro olltaiao4 throiiCI> tho tuaoUoa-

1-c of \lw 1baol>eall 1\UllllaUoa J'a4 or throiiCI> 

pouchaalo boa lloalclac or prhate oa\Uloa, \lw 

Gotw t will pvchaoo 1114 at tho uta ot 35 
4o11aro par vq -• .... -..t llo athorhK to 
pq oa theM parohaoeo a oo•hlloa Wich wlll act 

Ollllll4 1/2 et 1 par -t, et with the paroateo of 

thla p1& U wUl h..,. tho ~ of oUTer conl­

tloaho whlab the -loot roqlliroa. 

!M h- of oertitloat .. paraatoK 1>7 4o11are 
or tollar o~ dioll the GoTOraeat .., aMI wlll 

haft a prwialolllll charoctW' &114 will 111 .,..., oall 

IUIUl the ·-•HI'T &Ol4 for tllolr OOTir~ OM llo 

pvollul&. 

loth 1-• wUl 111 ..... with a ooftr~ oqui­

Taloat to at loaat 98 par coat ot till aoalul Yallll 

\lloroot aa4 till profl h ollta1ao4 ther1ll7 will 111 

41et1M& tlrot to oOftl' till Ollpaalla l ac'OZ!'14 1a -
t-c \lw loau aa4 othW' operaUoao la oo......,uoa with 

\lw pvchaoo of colt, aa4 the llalaacl to U.. paflllllt 

for tho P'illtlac of tho ...., oorUfloat .. uetlaM to 

laor- tho o lroalaUoa of Ollllaa aoa17 aa4 to nb­

eUtate 41\W'lora\e& lllllo prt-U7 l a oll'oalaUoa. 

1'1Mll7, la Tiow of thO 'U'IIIICT ot thlo •Uor, 

the 1-u" .,., anll bl•alf of thh opporhalt7 
to tat- the IDaorallle eo_,.. .. , of \Ill aoc .. tl \7 of 

4al7 pr.,.rt-c the ....... 'lla;re, .,.. """' porh ot 
till loplllllo &114 the uwiptloa aplaet war rlolloo, 

wblab laTolT•• a441UoMl ollpla4ltv•• act prod414 

for for whloll tho fraanrr .ut llo l'roT1414 with ap-
• 

proprlato aovco1 of U.:O.O, for dich J"U'pDH Ill pro-

Regraded Unclassified



-4-
164: 

poou to oatablhh a 2S :per cent ourcharco in the port 
i~~proTeMnh and toD.DaCe taxeo .. tablhhed by .A.rtieleo 
175 and 176 ot t he Ouetoao Ordinanooe. 

b T1rt111 thereof and in CO"l)lianco vi th an agroe­
.. nt ot the Cabinet, and under the authority granted 
,.. by Article 135, i toa b) at the e.rletinc Conetitn-
tion at the Re:pubUc, I wbait to tlla eontidera tion of 
the l!onoreble Conc;reaa, thro~ the Senate, the follevinc 

Article I, Article 180 of the Code ot Co,....ree 
vill be amended to ree.d ae follove: 

0 BaDke will maintain in their Tault a 
in l•cel tender currene,-, a• re .. rne, at 
le&at one-fourt h ot t lla aaou.nt ot tho de­
poaita of all kind• vhich they hold. 

0 !lhe Zxecut1Te at any aonent MT re­
duce tho amount of the reaerTeo eot fort h 
in the :precedinc paragraph but lt in no 
caae aar be leaa than 12-l/2 :per cent ot 
the amount ot the depoaito. The Pretident 
of the Republic vill aloo peri odically and 
in accordance vith the market requirement• , 
fix tho proportion of t he aeTeral kinde of 
legal t endar currencieo vhich ~•t compoae 
thet re .. r..e . • 

Article II. !!he ~xecutin h mthorhed to i .. 
we eil'fer cortiticateo to ba go.aranteo4 br the gold, 
dollara or dollar exchange 1~ the pooolooion of or 
purchaeed by tho freaaur:r General of tho Republic. 

Article III. Tho 611£r&ntee of t te cortif icateo 
iosuod in accordance vith thio lav io fixed ao tollovo: 
7or each ailTer peao placed in circulntion in tho form 
of a certificate th oro vill be depoaito4 in the 
freaoury General ot the RepUblic in accordance vith 
the foraalitiel oat abliahed in Prea14ontial Decree llo. 
161 of Ju.u<~r:r 26, 1935, an amount of cold e qui'falent 
to at leaat 96/100 of the gOld content of the peeo, of 
the veicht an4 fineneao eatabliehe4 by Article I of 
Decree-Law Bo. 410 of Aupat 10, 1934, or $0.98 in 
United Stat•• currenc7 or in dollar exoh&nsO. 
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tu coli. &Qal'aatee of \1>18 18- _,. eloo, .. 

loDC ... tu ot..-.t....,oo wrraa\, 'N JOV\I.al)T or 

..... llT ...,.aiM& wttll- 1reuar7 of- UlliW 1\a\eo 

or wi\1> a Neral •- lak of ..U ~Uo ..a 1a 

U..\ -•· \llorO will 'N 4ol1nro4 to - oo.-ioaloa 

oo\o\li.W \7- aloon -Uoool hcroo JJo. 161 of 

JaoVNT a6, 1935, o eortitloa\e houd. \ 7 \llo ofor ... 

.,.,.uoaoa aUUoo oortit71aa to tu oxle\ellco of tu 

4opo11 \ aa4 Ulo t \llo -• _,. llO \ \o vUI•Ar- vi \~lou\ 

tu pro-\aUoa of \~lot oortit1oau • 

.Artlolo IY. 1Jpoa pro-\a\1oa ...a bl1nr7 of 

All7 oortit1oa\o to \o hou4 ....aor \~lie ~. - froaft'7 

Ooaorel of - lepalollo will bli'ror \o tu \-
ill Oll)ea M\el IIOil~ ... -\ Oqllel to tJw -illel 

~..,. of tu oor\1t1oa\e proe•\ol for ooanre1oo • 

.Ar\lolo T. !be heo14at of - lepalol1o 11 

an\llorhol \o llOCO\la\e wi\1> - aJ>FOpr1a\e •UV 
for tlw OIIICi'OYillc aa4 prl.JI\lllc of tu 110¥ 111Yor 

cor\itloa\ee of - - 4111l0llillaUOilo Ul4 4oeipo 

prmoael7 .. u.orhol 1ll - .., .. , ld>lcll 1o 'Nlinol 

llOOOIM'7 tor U.o etr1o\ed c.-pl1&DCo wHIL \llo proeod 

law. lo aq eloo 11010\la\o tor \ho pr111\11lc of e1lnr 

eor\1t1oa\eo 1JI ,a pooo &114 1,000 pooo bllO~ 

Uolll wi\1> 11:141> 4oo1 .... 11o 'NUnoo approprlau • 

.ArUolo TI. !ho JIDoutln 11 oleo aut.bs.fhol 

to pvollaoo at \llo ra\e of.J5 poooe [}>.Uare!JJOV 

tro7 0111100, boll. ["OOAoonar}or Mll pl4, .. ~u 
... 4ollare or 4ollar olll>lwlp, &114 to llO&OUa\e loaoe 

Yi\h llatiooel or forolp \aolc1Jic •ttt1oo for t1w 

plll'piM of illpl-U~ nell oporat1oae, ...a aq ctn 

1ll 1110h111"- for nell lo•• \llo pU or 4ollaro lieU 

\7 \ho lepalolla. !he proooob froa \ho loaao 

.,\bor1oo4 \7 \~lie ~ wlll bo botiaol o:oolu1n)T 

to \ho parobaeo of pll., 4ollaro or 4ol lar ozcbenp 

u4 aa14 lo•• .,.., \o pail. wi\lllll a porlol. 110\ •»­
coo411lc 1JO Aqo. tu JIDouUn 1o eloo .,\borh ... 

\o "99>T tor \ho pl4 parchaMO a oo.-!eeloa 110\ .. 

eooltaa l / 2 of 1 por o•t• 

.ArUolo Til. Wbllo \llo acre.Yillc aa4 prlllU~ 

of \llo oertit1oa\eo rotorr• to 1JI .ArUclo II of Wo 

law 11 \ak1Jic paeo, ULo JIDouUn 11 an\bor1oo4 to 

plaoo 1JI o1rnloUo11 - ~ant. &114 prl.Jito4 n\ -
h..,... oilYor oortitloa\eo ld>lcll aq be 1JI t1w 

froaft'7 Ooaorol of \llo a.:pu.llllo _._ Ulo ou\ol.¥ of 
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tho c~iooion created b7 Docroe-La¥ Jo. 4oO of Auguot 
10, 19J4. AI ooon 11 the cortificat oo rlfarrod to in 
uticlo II of thio 1.., han boon OJlD'&Yod aod ,>rinhd, 
t hoY will bo oubot1t uttd, with all tho tc~itioo 

pr oacribed by Decroe-Lav No. 4ob of Auguot 10, 1934, 

uUcla flii. !he J;>rofih wl;.ich ai&bt be derived 
!reD t ho iooue anthoriaed by the preoont lav will be 
op)lied tirot to dotr Qfi ng tho exgenooo incurred by 
tho operation• authorized by Article VII thereof and 
any re:>a.iuin& bolance to meetin& t ho con ot tho 
oilver cortlf1cateo to be ?rintod lu accordance with 
the authorlntlon sranted by thlo law and the Low of 

Juno 23 , 1938. 

utlclo IX. 'tllo Preaidont 1o authorhod to h­
ouo Treaoury certlficoteo or Treneur,r noteo, tho ~ouut 
in circulo.t1ou of which may not exceed b,OOO ,OOO poaoo, 

tor the purpooo of borrowing from BA1 hankinS inotitu­
tlono or ontltieo or by ouboeription tho acouote which 

ere conoldered neceeaary to meet budcetary oblicatlono 
or to subat1tute r•venuea to be rece1YI4 later and 

which are 1nd1opanoable to meet obl1cat1ono egainot tho 

!'£_eclt1!1, tbe 1ntereat char I•• and er; •n••• on vhich 
LD.otey UJ' not e:rcoed 4-1/4 per cent por ~. 

~he uoteo r eferred to in tho foro&oin& parasraph 
may aloo be diocountod by the Trecouror &(lainot BA1 

account, 10111, liquidation or fund v11ch 1o not noeded 
at t ite ao:aen,. 

The maturit y date of theoe noteo D07 not exceed 
one year, and tor their p~ent pertinent reoeipto 
will be p.lodced 11 tho ]!x.ecutln 018:1 dooide. 

uticlo x. Thoro 1o eotabllohod a ourcharco of 
25 per cent on tho port iuproYo~ento and tonnaco taxoo 
referred to in ut1cloo 175 and 17& of t he cuotomo 
OrdiAancoo ao rOCQlatod b7 t ho LOY of pebruary 9, 1938, 
and Decree-Law no . 491 of Jnnuary 7, 1936. 

The proceede from tbe aurchargea mentioned aboye 
will be devoted to tho dotenoo end pr otection of tho 
naY1gaUo11, tho coaoh, bqo, kayo nnd porto, and t he 
Prooident io uuthoricod t o p lods• t he recelpto obtained 
fro~ tho ourchargoo in contraetinc for projecto or in 

ioou!u4 notoo or necotiatin& loan• dootinod t o t ho pur­

poeea Qentio:ed abo••· 
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.uUcla XI. .t.ll lan, dacr .... lawa, ordara, de­
er••• aod other lecialatiYa diopoai , iona oppoaad 
wholl¥ or in part to t ha 1'1ll.f1llllent of thia law are 
cl.arocat ad, and the law will bacoma attectha upon Ua 
pro~ulcat ion in the Official Gaaatta cf the Republic . 

Preaident131 Pel&ea, Habana, r abruazy 7, 1942. 

Tranalatad/AlN:cd 

Cop;r: 
eb:4a: l p! YWI 2-20-42 

:r. ll.l.!l'ISU 
Praaiclant. 
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Treasury Dep&l l1nt11~ 168 
OiVldiOil or Mohe tary Reae~rch 

) Da te .. .Y'~~/.~2 ........ 19 

To: ~iss Chauncey 

I wul:! l!.ke tt.is called 

t.o t.he Secret.ar:t ' s at.t.ention today 

if possibl e. 

11 . 0 . 11. 

IIR. WHITE 
Bra~ch 2058 - Room 214 t 
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T REASURY D EPARTMENT 

INTER OFFICE C OMMUN ICATION 

secretarY Worgentnau 

Mr. Wh1 t e 

169 

oAn February 10, 1942 

subject: Exchange Stabi lization Agreement with Ecuador 

1. The scate Department has urged that we resume exchange 
stabilization negotiations wi~ Ecuador in order to de­
termine, a t the earliest possible moment, what sort ot 
an agreement - - 1t any -- we can otfer to the Ecuadoreana. 

An exchange atab111zation agreement 1n an amount un to 
S5 1111ll1on 1a one or a t our:"-po1nt program ot a1d which waa 
handed to t he Ecuadoreana at Rio by Under Secretary Sumner 
'.'ielles i n an ettort to provide aome offset tor Ecuadorean 
~1tterness over the boundary settlement with Peru. 

You will recall that in your conversation with Finance 
~lnlatcr I llingworth, on August 15 , 1941, you lntormed blm 
th~t the Treasury would aympa~~etically consider Ecuador's 
requeat. 

2. Ecuador ' s gold and f orei gn exchange posi t!.on 1a good. 

Gold reserve& have been increasing and the Central Bank 
reserve ratio is now about 61 percent. Ecuador's exports 
hAve iiUproved and to reign exchange has been carefully 
rationed. The official exchange rate ha s bc~n firm 
and black market transactions are unimportant . 

}. 'li1ll you indica te an early hour at which the negotia tiona 
can be t aken up wi th you' 

This agreement could follow the lines of our agreement 
with !texico, which includes the Government and the Central 
Sank as co-a1gnere or possibly could be an agreement 
bet·•een t.'<le two Treasuries. 

Dr. Edua.rdo Salazar - - Ecuadorean Financial Counselor 
1A ln •::aahington ror a very short time and Under Secretary 
.\'elle e has a eked 1t anything can be done t o pro vide 
Dr. Salazar 'Ni th a draft agreement be tore he returns t o ~u1 t o . 

~e have had several mee tinga on thla matter with representa­
t ive& or the State Depa rtment and Treasury people and agree 
that it is desirable t o make the atabilization a rrangem.ent 
1n view or all the ciroumet ances. 
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Treaoury Depar~en~ 

Divieion of Wonetary Reoearoh 

lfiae Chawr:ey 

Ur. Southard 

Thia i .a a routine matter which 

was handled in convereationa between 

Mr. 1'1bite and lleaare. D. \l, 8811, 

Pehle and D. Bernstein. 
I 
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J.LV Lima 
ThiS telegram ~ust be 
paraphrased before btins 
communicated to anyonE 
other than a c~ver~ental 
a::;enc:r . ( S.'t) 

Dated Februar¥ 10, 1942 

ncc 1d 12:14 p.m. 

Secretary of State , 

12~ . rcoruar y 10, 10 a .m. 

7ht Central Reserve ~~ of Peru has presented 

tor certification a consula r invoice covcrinc 52 

)arc or ._ol<! conta<n!.n:; ounces 24, 707 . 0506\!1 at 

)35 ?tr ounce valued at ~~4, 717 .05 cxcludin::; 

Ja.>nn >rior to Dtctc\ltr 7 . !:inisttr or Iiacitncla 

Daoso says that t;r . ~:ni'.:E of thE Trca~m·y Depart-

ment told hio at t:1c :ao Conferc.•cc the s:li:>ntnt 

·1ould bC !JE ru1 t ted , Tht SQr.l: ti1S;lE3 to J:'.ai·t thE 

s'lirrent o:-. t'1E ::-otors:J.·.p ACOI"CAGUA aa111n:: tocor-

ro::r .'EB 

Bl3 
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mOOKIJO c••w•v 

DI0 1 ll& J'ebl'UZ'7 10, 19112 

711011& Lhbo11. 

ll&!i:D& J'lbruary 10 , 19112 

rev York, llev York. 

In order to etrancthall. our cold reeerree re~eet 

70U obtain licenee and COnTer\ $5,000,000 ill.\0 COld \0 

be held b7 7011. earoarked our account. You will recein 

BaDll: of Manhattan, uev Yor k, $2,000,000, Ohaee J&ll.ll:, 

lltv York, $2,000,000, 01\7 Jall.k, lev York, $~.000. 

Pleeu cable ueC11Uon. 

( Siped) li&IICO de Portii.C&l 

(ReceiTed b7 telephone f r om l'eder &l Re .. rre J&ll.ll: ot l ev 
York - 11: 55 •·•· - Z.lo-42) 
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PLA.m 

Stoc!chollll 

Dated February 10, 1942 

Roe' d 4 a . m., 11th 

\II\Ohioe;ton. 

<Jt4 , tent h. 

R1bbrlll< ~turns i'eb:"UAI')' 7 loano a.nd .Uocounta 858 gold 

hold1~t . 947 fore~~ e~~. 766 cote eire~tioc 1539 all 

&lid llanlc or Norwa,y extended lla:rc!l 31 , 1943 coverin& all Korngian 

obl10a tions caturing 1!'42. Social board eoet liviug i ndex 

J~n~ry increh•ed t wo r-o!nt a to 150. Swodioh trade delegation 

«OW nogotiatlnt 3udepeat, also vicitiag ! ratiol &va for i nformal 

dlacuao l ccs explore po•sib!litiee t radt --~•caont. So f ar o~! 

volu:o Swe.U•h busieoas Slov~a trancacted bart er ~is. s~c 

Swedith deleckt1on ·~~cted ~ter eoaolet lcc negot1aticas 3udapeat 

diacuaa cert a L& getters Ger.33r. authori t1ea re~d\ag Swedish trede 

with liol4nd, :Bel,;iw.. s· .. den .l'ebn•c.ry 7 e>oocllo..red free foot ::touth 

<:iaouo ~ l ocal c<;C:.ical board. idhi nc, claecoilllii compound• and 

honr; Jlaced U."'.der G-overnnent cont rol • 

.l.ccor.Ung Oslo advic .. Sweden ,u.rcilu od 2000 tons hor,·ing end 

no&ot~ting delivery f~tbor 35VO tono. 

J Qlii;S 011 

:10 
CCJI: :bJ :Z.lZ--42 
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T 

111 replT refer to 
n ee:s. &1/?~1 

hbru.aJ'7 10, 1942 

!be Seere\&17 of State preoeDto b1o c«op118eo\o to 

the Boaorabla the 1ecreta17 of the freuur:y &Dd 111c1oo .. 

oop1oo of te1ecraa lo. 34, dated hbru.aJ'7 9, 19~2. fro. 

the AMrio&D C-18110Dor, 1 .. Ddb1, India. 

ho. Co_,811onor, 1 .. Dolb1 , 
lo. 34, rebru&r7 9, 1942. 

CowrbJr~1~ 

1?4 

• 
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y 

Will 
'lbio telecrus IIU&t be 
poraphraaod before being 
co..unicatcd to &QTOno 
o~htr than a Go•ernmental 
econey. ( BR) 

Secretazy of State, 

JWSi! 

U, i'ebl'\lny 9, 4 P•"-· 

... Delhi 

Dated i'ebruar,r 9, 1942 

Rec' d. 121 39 l'· ,., 

lil telegrams aro oubJoot to indotinito dolaJ. 

Dopart aent' • 21 , Janu&r)' 31, 7 P· •· wao not received 

bore until toclq. l'ox hO* alroa~ lett I&rach1. 

See 'II' 24, J'ohruary 1, 4 P·•· 

'flLSOII 

-
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T 

I• repl y refer t o 
}'I) 811. 515/1326 

l'ebruary 10, 1942 

'!'he Secr•tarT ot State preeente hh co~1s.-11h 

to t he Hoaoral>le the SecretaJ7 of the Tr•c=7 an4 

eaeloooa copie a ot tele;:raa eo. 94. elated l'ebruar7 9, 

1942, fro• the Aaerican Couulate, Bo.taT1&, JaT&, 

11etherlan4a Indlea, r eporting that !rreatiUJ')' checb 111 

the 8CIP""Pt• UIOW>.t of $lll,654. o2 ""re 4el1Tered to 

the Aaerico.n ConSill at Batarla by the JaTaaohe BaAl< 

011 J'ebr111L>7 7, 1942. 

hoe Conenlate, Batarla, 
eo. 94, l'ebrua.r7 9, 1942. 

1.?5 
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This t el cg r an oust b t 
par aphr as td btfor E b ting 
co~ll'.tunic~.ttd to anyone 
other t!\an a GovtrnoEnt aJ. 
:-..~ tnoy , (BR) 

secretary of StatE, 

':lashington. 

RUSH 

94 , Ft&ru~ ~9; , li .p . r:. 

Batavi a. 

Dat Ed Ftbruary. 9, 1912 

Rcc t d 6:26 p. r.t. 

176 

Referenc E is nnde t o pc.rQ5rap~ t uo Dtpartncnt ' s 

ttle5r o.n no . 22, Jo.nuc.ry 21, 5 p . n . 

TrEasury checks a~sregcting United Sta tes dol­

l ars 111 , 65~ .02 (repeat one hundred tltvtn thousand 

six hundred fifty-four point z cro tt·ro ) cashed by 

the Dt Javo.sche B.~, uer£ delivered to nt on February 

7 , 19~2 . 

FOOTE 
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TREASURY DEPARTMENT 

1?? 

INTER-OFFICE COMMUNICATION 

TO 

'"0 .,. •• r . .&. iet.rieo 

~old t o co~erc1al concern• 
?u.rct.eseC.. fro:~a coa....oreia.l concer n• 

«.47 , 000 
L o , QC() 

•• t ;~o~ eao , voice ~ es of f ered at l /2r ~ r~1~ et yeGter~•s cloee, 
'"'" ,u· .;..._rt ... (t t o e ._,rE~i•....:: of )/'6"p toc:&J • 

• ~G ~ tntt~~ lan ooltvar a~vLncet JC ~ointe t~ cloae at . 2o00. 

I • . "" • r •. • cloti no ~uote.tiona for t - 111 !oreit,.n currencies lifi t EC Oelow 
t.r<. ' .cl:o"~• : 

CanaQ.isn ciollf'r 
Art,en tin e .)680 ( f r ee ) 
]rez111 an ~il rei& ( f r 6e) 
C.loubiP.n p eso 
,.cJ.ica.n peso 
U~J<~&n pe•o (free) 

11- 3/ 4;. 
. 2)04 
.0510 
.:;m 
. 20b5 
· ~310 

dlBcount 

l aold. ~oev. ooo 1:1 bolC. ~o t .... & ..>A.n.A or .r'\)rt ~::.l , "'"ic.c. vas .ct.c..ed to ita 
r r:.t.d ~ ccounc.. ~ ndl..it . on.cl. ..i11 ,~, CGO in ..;old v1ll be- solo. t o t hat o~ 

: o ;.~!'r"v. 

'" .urc·~ced $j, J07 , 000 14 b'l~ fron ~Ae ~~rn~r ~~ acco~t o: t-e D~~ o! 
.... !l!a. ~--H ..-ea t , .. ~ t-alllu.nt. <:>f .._ola. •.. icc t -.t' ~tlllC 01 •• exico sent t o t-e Unlt.e4 

.. t tc.a l o1 :"oar a-~.1.,..-enta c.Ji:'.lb t-e lr..a t fttrr. drye . t o te t.l5ed in 1 1~u..1c..t> t1o.o t t.-e 
· ' "' o•N.J t~· .. ~;'\t c;.ul WldEr a.gree!t£.Dtt: ".11~r t f'le tinit.td .: t c.tea Goveru:il6D.t. 

In Ql'f cr t o 11'\:rea-15e t :...e .,t aoilif:l\tion )\1:1d• 1 .,ol:1 ttt.l:c.ce. ve ·>urcu••ed 
_ , t..-.~J .OOO 1.-. 0tll~ f r o!l ~ ae Oe:lersl ..:"ul!d. t H.r ou.e;u t nt :·ow Y'>rA .,.se.cy ~f !"!ce . 

•..• .:tt.i trt..l :.eat. rve :Jan.t.: o! :·ew Yor~ rt'lpOrte~ tn~t t Ao .=:~ne; ?f .. exieo "'ould 
¥ .. . .... - . 7o~ . ooo in uol c. from .. e~ico t c tht: .:'eder el for 1te account . for orle t? 
: .. c • ",.. ': Jr ..c. n.f"t.!· Cf fic e . 

!- -On~or. . • •. ot a •. c ~·orur~ silver re .,1..-d at :;.-1/cc. ....,d 23-3/lb~ 
••t .. tl; , e<,~1vtlen t t o l2. o71' enl 42 , 7St . 

: f :rttt~ t l ~urCCESe r rict for lO!'tlan 

r:- .:-_• • "' " -. tlt-~ca.t .£):r ice f or fert: .. a..:l 11lvt:r 

~t c. .lo ,. ... :-c~&t-1 o1 s1lver t O\..C.,... 
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pERSONAL 
A.!ID SECRB'l' 

Dear Mr . Secretary, 

1.?8 

BRlTISH EMBASSY 

WASHINGTON, D.C. 

February 10, 1942. 

I enclos e herei n for your personal --
and secret informs. tion a copy of t he latest 

report received from London on the military 

s1 tua tion . 

Believe me , 

'lhe Honourable 

Henry Morgent hau, Jr ., 

United States Treasury , 

Washington , D.C. 

Dear Mr . Secretary , 

Very s incerely yours , 

(Por the Ambas sador ) 

/i . J. 
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Copy llo, L.2. 

BRniSB IXIST SZCRIT 

(o.s. S!CRIT) 

W ..-tioo recoi.-.d up to 7 A,U. , 9th Fobrua>71 l9.U, 

1. MAVAJ. 

~ ot H.M. ou'-rima wu d.._od 1n col.Uaion W1 th an .,...,. 

doatro,..r !!hich abe had unauccoaaM.ly att.ackod ott WOSTOLI on tho 8th and 1o 

rtturnlnc to port. A Froo Fronoh corvotto 1r111 torpcdood a.nd 11\mk on the 8th orr 

2. MGfWI 

~· lloth.inc to report. 

S II!lAPqlE. 8th. 1bo • ...., a ttoT haa'7 artillery f'iTe lacdod 1n 

~ stnz:wth on tbe aorthqst coeat on a &oct ot about S1000 (S,OCII'l yards, • 

en tba .... dq a ..U terce larXIod on tJBIH JSLUI), JtiiJlB Sm.tiT, and c.ur 

petrola witbdr.,.. after in:tllc-ting ca.su.altiea. 

!!!BHA· Reterence OPmL No, 45, 8URKl puecraph. Small torce 1n 

PAPUN area t.\D"ned out to bo thirty Si .aaeae 1rJ:'06'U].ara vho have boon dieparl!led 

by tile polioo torooa. 

~.A/IPS EAST I~;JJJES, AllllOIIIA 11 reported a lmoat entirel.r iD 

' """' hacda &ltlwugh guerilla l'igbti.Ds eontin\JOI, 

3. Am omutrorc; 

F'tSJERN mom. 8th. Coe.stal cOI:If!II.Dd MD't t .. nQ"- ·throe airel"al't 

d>icb inclllllod •- R,C,A,P., ca aoti- ahlppinc oponUont ott the ~h ecut, 

A. t ,OOO t.on auch&ot. .-esael • aa hit.. 't'br"ee aJ.rcra.t't ..-. lllaa!J:!c inc.lud.J..rc one 

ft .C.A,P. aDd - cruhod, A lb!- bcabed a ) 1 500 toa abip ott the liarwg:I&D 

cout le..,1nc her lo• 1%1 tho water and llatJ.ns. One or wr tighter• shot dcnm 

.. ...., 'bc:aber ...,. OS!'B!Il, 

.!Jill&, 7th/8th. llollingtoDI olalJood ot lo .. t three hi to oo 

llhippi.Ds at 111IPOLI (L) aoc1 a.v&l aourooo report thlt aiToratt 11t on f'iTo a 

.. 1fl01'ehlllt veaaol Mar UKP!Otal ISLAJI). 

!WJ!, 7th. ID oddition to the Toido reported y .. tord&T sixt;y~ 

one toe.;, lli.rcn-att. at~ HAL FAR &.ad LOQA. aerodroae•.. .\t. the roraer aericu1 

clauc• ... dooe to ltore• and tld::aimatre.Un ~· and ~ erders vero 

aodo oc the a~. 7th/8th. Pllrtber crater• ......, .do at !1.L FAR aDd •= 
aiTCTatt'"' t.'le VOl"'! ......., hit,. Anlldl~ at V.Ih:\A.• _. ..,..,..J..r ~ 

~. 7th. !llrTi.canoa ...S. a low &ltitul• ... IP <tNr I~ 

acd ottackocl oul.~ objeeU• os, 8th. Bo&:.bora, in ow.-;>art or our groual 
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••• 
,.... ••• , >«• ru a ,,"' ............. _.., -..raatt •• 

,.... 111wwrW-., ••• • _. n ••• t • n - ume•_..• • 
7tb. fWO J'a~ n,lltiN - fra ......... 111'1' N;r .... q:A ... a. 

4_,..,. 7tb/8tb. rmo~ ud tt• rate111te - 11-..s wttll little «-p0 

4. WI C!?Jilmt'M 
nuq. b llelt. an olou•. ~ 1a till ~ 1a ~ 

poaai~ with inti ' a. 
pm 9'• b s- .. ot QStO F.QD io III'Ohh'l;r ol 1 .. 

Scutberl> Jarwciu porta eu\ ot ... bDl.IIIU.fll IRlSTI.UBdl (S) an d1t!'J.aalt 

ot "''*•• '!111ft u s.. ap to till ..,.,._,.. u.. ott till .n -n fll =-•· 
I!.IIIBIRl a probb1;r o' Dl'lfo tr.ttia 1a ud an ot tile Ddob porta _... ot 

RO!'l'!Ril.&ll -t b 'llfrT J'M1rilrW. 

wren sm•n. '!111ft u • obenwl about dzt7 al.lel wi1l bewr• 

tbe 14c• ot the paat ioa aa4 the -'l:lalt pot.at ot m•ull'l (c) • 

. . 

.... . 
• 

• 

--
• 
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February 10, 1942 

Dt~r Col . Donovan : 

Th\a will acknowl edge receipt of 

~our l etter of February 4th , tranni t­

t inb t~e contents of a cable received 

tro• ~our representative in London . I 

~~s very auch interested in reading thia 

intor-uUon . 

Your s sincerely , 

IS1pat ) 1. ••uoAtloa•• II• 

Col. Hilliaa J . Donovan, 
Coordinator of Info~tion, 
•·U h ins ton , D. C. 
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UNITEC STATES GoVERNMEHT 

COORDINATOR OF INFORMATION 
WASH.I.Nen'ON, D. C. 

( 

February 4, 1942 

Tne rtonoruble 
Tne ~cre tary of the Tr easury 
, ,sn1n,;ton, D. C. 

~Y deur Jr . Secretary: 

Tne followill6 is a cuole we have r eceived from our 
repr~sentati ve in London: 

182 

•1. In tnei r ho~e propaganda, Getmans continue to avoid re­
veali~ Russ ian place names , and have sought for six weeks to 
mai nt u1n fiction that German line is substantai lly unch~ed 
since December 7. Attribution of rUillor of new German spr1ng 
ol'l'ensive to .tlri tish sources indicated new propaganda tech­
ni~ue . Prominence given to alleged Uerman air supr emacy in 
kussia . 

· ~ . America - raw materi a l shortage r epresented as makill6 
Roosevelt ' s armament f i gures ridiculous . Their technique is 
to refrain f rom di scussion of American arms program while plug­
,;ill6 Americun vulnerability. Indications of 1 blockade of U.S. A.' 
soon fea turable. Parallels wi th ~erican production of the last 
~ur careful l y avoided. 

"3. Large scale ridiculing of Churchill blaming him !'or unre­
liaoility of British propaganda, for collapse or rlritish Fl:tpire , 
for failure of Libyan c~pai~n to produce dividends : re~rt 
LJperi~l dissension; prophec1.es of Amer ican domination ol Bri­
t i sh t.:Dpire apparently intended t~ ( a) conl'or il to h~me· c!il?paign 
to ca:te Germans tnink 'news bad w1 t h us but worse w1.th Bn hsh 

1 
, 

(b) discreai t result of llasaington consultations . 

"4. U-boat s i nki ngs in Canadian and North 11meric~ 'Ya~ers 
b1ven ~reut prominence as provin& long range capab~l 1t 1es of 
operatlon a ssurines cutti~ off ol enemy' s supply hn~s 1n all 
tneuter s of the war. Practically no news about Amenca except 
oln.<i ngs ana Pacifi c ' r everses, very lit tle about Rio . " 
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TO 

TREASURY DEPARTMENT 

secretary llorgtn tbau 

11r. K&JDarck 

183 

DATa Pebl"'l&&"J 10 • l9Ja2 

subject: SWIIIII&rY of 11111tary Reporta 

French .Ud to the Axl& 

On February ~ and 4. three French ablpa arrlwed 
at TUn1a and another waa unloaded there. It bad been 
reported prev1oual7 that all tour ware carr,.ing trucka 
and auppUea from llarae1llaa to '1\mia deatlned tor 
Libya. 

(O .K. Operations Report , Februar,. 6, 1942) 

Use of American Planes 

During the night of February 5/6 , t wo Consolidated 
Liberatore (B-24, tour motor bombers) from Egypt dropped 
aeven tone of bombs on the Tripoli docka. (Tbe main uae 
the Brit1ab have put their Liberatore to in the peat, I 
believe, 1a in the terr7 'service to North America and 
in Coastal Co-mand work . In the latter uae, they b&Ye 
performed reconneiaaance and patrol duty and on occasion 
acted as long-range tlgbtera in protecting convoya from 
the German long-range b081bera.) 

(U.lt. Operations Report , February 6, 1942) 

Condi tione in Europe 

Paaaenger train aervicea have reoentl7 been still 
,further draatlcally reduced ln Germany and Oerman-doaina­
ted territory. The immediate reaaona are the aevere 
weather , eaaantial military mo•emente , tranaportation of 
fuel, and the food and coal ahortage. The reductions re­
flect the increasing atraln upon the European railroad 
system. 

(O.K . Operations Report , Februar7 6, 1942l 
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l!ESTRICnD 

G-2/2657-220• No . 627 li , I. D. , 11, D, 11:00 /dl., Fobi'UI\ry 10, 1942. 

SI'I'UATI O!I :·EFORT 

1. Pnclftc Thcntor. 

Ph111p~1nes : T:~e J ananoee bnvo been rooulscd R~ln, ~rtor 

1urtorlng ocvoro CASUAlties, durin' 1ntorm1tton t ~ut savAge cn~gomcnto 
alone ou_r front l i noa . Our Rrtl llory o.xocuted eountor-'bllt tcry mias1ono 
on hootUo guna !iring f r oa t ho Crwlto Cl)"a t . Seven Ja})ll..nose plAnoo vero 
allot doYD yoator~. There Ia no chAngo In tho V!aa3an• or " ' .. i ndall&ll , 
Ha.gU: no fur t her reports of ene:a)' 1\CtlYit,Y. ~"-yn.: Preca r epOrta 
ln~ lcoto that aowcre fighting lo tokt og p~ce on S!ngRpcro IslRnd. vith 
tho Jopaneoo c laiming cubstantil\1 <"i na In tho north. An arti llery bl\ttlo 
C('Dtlnuu acron tho Joboro Strl\1 t. ~: ljn Important ciwl;;o. Light 
patro l aetl~lty continues . Au•tralaqlft: thla aornl~'a Uother~nda ~at 
lndl• • con::unlquo a.o.n~uncoo thAt tho Ja)lftnooo haTO Mdo " Londlng at 
.~CAII4f (touthwe;t Celebes) and at~te1 t hat cncmunl cA tiona between JAY& 
ond :ilondJerm..slo ( oouthern Borneo pert ) MTO boon Interrupted. E lo ewherc 
In t hlo " rea the aitu.t ion roeAioa r c11\t iYc1y unehan6ed vl th both aideo 
ae t1vo ln the Air . \le st Coa st: flo ro'OOrta of hoatile Activity. 

I I. ZAqtcrn Theator. 

There 1o no cbl\n~c in t~e ~enorAl oituo tion. (A situation ~p 
vlll not bo l ooucd t hlo date ) . 

It 1. 'Yeqtgro ':'heater. 

&'o operlltions of 1\n)' tm:portAACO hAv e been repOrted. 

IV . ! t c'.dle !Astern ':'-heAter, 

~: The ores~ renorta the oat.Abll~ent or a Uorth-South 
· rl tloh do!cn•c Uno to the vitlnl ty of c,..,.ll\ , Jri thh p..troh "rc Mid 
to bt oncri\Ung const der,.,blo dlat.t-.neea to tho north " ld vest of this line. 

A1Ll The ~. A . F. ! A ccncentr~tlng ~~loo t Llby.n yor ts , •i rdro~ea. 
1111nd •. ed1 tcrrl\ncan convoys. 

Axl o Ai r Activity Ia direc ted A~inet ground tr~op• And ounp1y 
l l'nc a to Cyronn.teo.. According t o the prcao , the ,ermAn Ai r Force yeat crd.Ay 
bo~be4 A rltlah convoy in tho oaGtern Hodi torrAncan. ·~~ults were not 
announced. 

?.::S'l'R! CTED 
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. i. :r : 

,e-... t.""r 
. ohrll~ r: 

• Jr: 

c: 

"' , .. . '\o ... . . 

:.:r: 
. r. 

·.c: 

...... 
~. 

'.Jl~: 

.. ' . 

!lello • 

February 11, 1942 
9 : 110 a.m. 

Al l right , Mr. Secre t a r y . 

'{ow Are you? 

Flne . 

185 

I ' m sorrJ to EiSS your comoany t h i e o~rnlng . 

'\ell , I em, too. I c et ·:r. Sullivan yester ­
·ay , one o f y .u.~ aFsl. s tant e ..... 

..... e r.d I tol6 hlm thP t I ' :l see 1t 1t I cc uld 
and I • •ent lE 'l t n i ght and sa·~ lt. 

'.:t:l , that was good. 

I don ' t get the full vo te of it , t hcugh , l~r. 
Secreta r y . 

lou don ' t? 

I ~ish you ' d go uo bet~r e t he Co~ittee . 

I s ee. l·:ell , no· . .; , when ·~~~·ou!d 'JOU 11ite me to 
corte, Senator? 

h:l] t1~e you w1 eh. 

whe t day? 

'vell , •e ' r e GOi ng t o stPrt h~ari:lGS on the 
whole b ill t oday , but we ' d make t ha t t~ suit 
you r convenienc e . 

'.>ell , e r e you going t o be he v>. ng hearings this 
a fternoon? 

I don 't think they'll l eP t long• r t hen - t oda:'­
l onge r th&n the noon hnur . 

Regraded Unclassified



l!I!Jr: 

Me : 

HJ!Jr: 

Me: 

• !!l!Jr : 

Me: 

H:I.Jr : 

lie: 

HJ!Jr: 

Me: 

HMJr: 

Me: 

Hli.Jr: 

Me: 

Hl!Jr: 

Me: 

Hl!Jr: 

l!o: 

Hl~Jr: 

J.!c: 

186 
- 2 -

Well , my trouble ia , Senator, I ' • t ry i ng to 
~e up my ~nd bov to borrow a billi on and 
a halt dollara the chaapeet vay. 

Xou'd better go on and do tha t, and we' ll bold 
it until you • .. • . 

Hov about tomorr ow? 

To~orr~w will be all right. 

Would eleven o'clock be agreeable? 

That would be tine. 

Well , eleven ••••• 

We meet at t en-tblrty. 

Well , I tell you - could I just tell you eonti­
dentially why I said eleven? 

Well, it's not neoeaaar~. We ' ll be delighted 
to have you at eleven o clock tomorr ow. 

I ' d 11ke to tell you. 

Xes, air. 

Because I' m due over a t the \~te House tomorrow. 

Oh, yee. Well , that's all right. Sure. 

And ao - but I alvaye count a little bit on the 
Preaident being a little late. 

Xeah. 

All right. 

That'll be all right. Any t1me you come tomorrow 
morning. 

Ele•en o ' clock? 

That'll be all right. 
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m<Jr: 

Kc : 

HMJr: 

!!o: 

HMJr: 

Me: 

HMJr : 

Me: 

HMJr: 

Me: 

I!)!Jr: 

- ) -

And baTe J OU .. de up J Our lllnd wbethezo :rou 
th1nk ••••• 

Well, I ba•en't 111ede up rq 111ind. I'te talied 
to Senatozo Glaee about 1t. 

Yea. 

He's going to 001111 up tbezoe and aee th1e p1otuzoe 
todiJ, I th1nk. 

He'• oom1ng at ten-th11't:J. 

Yea. 

Yee. 

Well , J'OU COllie betozoe the co .. 1ttee t omorrow. 

I'll co111e tomoi'I'Ow. 

All 1'1ght. 

Thank you so much. 
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!lortl&n Tboop1on 
~eorge Buffington 
John Sullivan 
Seoretarr Yorgenthau 

Fcbru&r,y 10, 1942 

[ will be bua1 all day tod~ on rq t'inanoing 
so I would like you people to fl.nd out when the 
~Uc:l~ncy Bill will come up 1n t he 5enate . U ll 
e~ator Glasa call for a hearing? I would like to 

hl\t an op1.ortuni t 1 to 1how "The !lew Spirit• to 
Senator Glass and as ~ : cabers of his Coamlttee 
us pou1ble . I want to put up a tight in t he Senat e 
for this appropriation and the other part of t he 
aw ropriation - the three hundr ed IUld 110011 odd thouaand 
which WkS out out by the House. Jus t u soon u the 
three or you lmaw wba.t the procedure is, pl ease gi n 
a oemo t o Lt . :; t ophens l.l.lld he will br ine it in to Dfl . 
Just rnmenber thd we want to put up a r eal fir,bt in 
tho 3enute lllld try to I)Ot t h.ia appr opriaition baok • 

• 
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Febr uary 11, 1942 

Senator Glas s came t o s ee me at 10 :30 t his 
:r.JJ·ni nl;, and I showed hi m t he Donald Duck picture . 
He said , " I t i s very i mpress i ve but I don 1 t know 
~.hether i t would make anybody want to pay his taxes 
who i sn 1 t going t o pay his t axes any way. " 

I tried to get him to advise me as to whet her I 
shoul d go ahead Hi t h it, but he wouldn 1 t say what 
I should do . So I said I woul d call on him tomorrow 
corning befor e I go befor e t he Conmit tee at el even 
6Jid as:C his advice after he has hod time to think it 
over . 
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FebruarJ ll, 1942 
10;IJ) •·•· 
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IIJ(Jr : We're plas up OD Ute Hill et e1eYen toaorrow. 

Jobll 
Sulli van: 

IIJ(Jr: 

Yee, all'. 

8oaet1ae after l unoh I want to eee a draft 
ot a Ju•t1t1oat1on f or thoee th1nga t hat have 
t o lSD w1 th tu:e•. 

8: Ye1, Ill'. 

BMJr: 11111 :ro• ._.,. h na41 t or .. , 

s: !bat'• Gallolt, hill, 8utt1ngt on, Tar1eau and 
BloiiP-

BMJr: Yeah. 

8: I w1l1. 

BMJr : But I .ant to baYI 1 t r ea41 af ter lunoh v1 t hout 
tall, plea••· 

8: Ye1, Ill'. And Wbat about Donald? 

IIMJr: Well, I 111 take oar• of Donald. 

s: lllpto. 

BMJr : I'll take oare ot Donald. 

S: AU rllbt. 
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rebruar1 11, 1942 

Mr. •orsan !ho•peon, Kr. Oeora• Butt1nc~n 

Tbe Seordar)' 

Pl t••• lst •• haYe a •••o, 1t poee1b1e, bltore ten­
ch1rCJ , Ju lt how IIUCh lie OVI D11nt7 and boll • uah we OVI 
1'eobn1color on the p1oture, "'!'be llev llp1r1t" . 

I 
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s.o,..ta..,. llorcolltbM 

.... ,._. .. 

19~ 

r ob.......,. 11, lK& 

Roapaot~ 7"\IJ" - oran418 of February 11, OODOIJ"IU.D« UIA)UDto d ... 

11olttr 011111)' alld 'feolu>1ool or 0 )'OU are adTbod U toll .... I 

We ha'" an 1~ae4 1>111 from 'loohzdoolor •brae~ t ha to\&1 

t>QMDH which a.owotl to 8&8,140. 211, 

11o ha .. rooo1'"d "" to.-! bUll.tl& troa llalter 01..,.7 but haYe been 

,1n o to U...S.rote ..S th&t t ho to\&1 oxpeuo tor bU P"'rt1o1p&t1oo 1D thio 

p1ot~~re will a.ount to .. 5, 600, 

Ollr •tre.,..nt with llr . Oil tJ/1)' wu to tha otroot that w would DOt 

be obl1&at o4 tor tho pro4uotlon ot thlo r na by hla ·~ L'or an 

-IIZit 1n OXO .. O Of .40,000 OOYering OUt- ot-pookot OxpenH o 

It appoaro that oortalD 1no14on\&l oont1npnt o:rpouu h&,.. arb• 

1n oo1101ot1on with t hb pro~ whlob -re aot oou14orod ao a ~ ot 

t ho 41root pro4uot1on ooato, ouoh ao turnl•hinc 60000 poot oro, ot111 

ohoto tor ....,opap&r purpoM o, truel~ o:rpouo tor oontoroJ>o .. , lone 

4htenoo telophc&Unc, an4 other 1no1dontalo, tha total or wh1oh coul4 

be, acco~ to YOrbal lllldor•tandlot with llr. Ohnoy, tixod at 16, 1500. 

Booco t ha to\&1 of $48 , 1500 would repreooat (a ) $40,000 oOTOrat tha OOat 

ot tha pro4uc>tlo~> ot tho t1la 1n aooordal>oo with t ho .....S.rata.D4~ -. 

• 1tb llr. Dianoy, an4 (b) t e , l500 tor itJIIidon\&l o:rp&nHo, Mld..IIC up tha 

tc>tol or 148, 1500 t or lll.a oub-ot- pooket o:rp&D.IIo 

csa,. 
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"· Jr: 

Hello. 

Buffi ngton. 

Geo r ge. 

Pebruary ~1 . 1942 
10:44 a.o. 

193 

3•org• 
:!t rt'1r( to n: Yes , s1r. 

'f.'Jr: 

3: 

":/Jr: 

B: 

... :Jr : 

S: 

I've Just got this memo from Thomoson sayi ng 
t hat the Disney now comes to fo r ty- six five. 

Yes, .Hr. 

I 've talked to you ~ersone11y on thi• a t least 
three times on the coet. 

:~ell, the .••.. 

And ever y time you ea1d l<e were going t o keeu 
it under f orty . 

':le have , l~r. Secr e t ary. One cloy la~ t "'eel< tor 
the first t1me I heard from Roy Disney t hat 
their actual cost would be in excese of fo rty 
thousand, but we are not in any wey obligated 
to osy more than fo r ty; end the conversati on 
which I told you about that I had with 4alt 
Dtsney in Califor ni a before I left was would 
we be happy if the cost were around thirty-six 
thousand . ~~en on Su~dsy - last Sunday - I 
had wo r d from :le,. York that they 'd received a 
oe~orandum from the California office sta~ing 
that the actual cost ·.tas fort•·-six five; but 
we're i n no ... ·ay oblige ted to cay forty- six •.... 

'.'iell , then, why g ive me a memo like this? 

\•I ell , I di:i ex.,la i n to Charles Bell the t th:>se 
we r e the fi guree that I had been given by 
Disney most recently; but we ' re not obl i ga ted 
to pay - under our arrangemen t wl t h him - more 
than forty thous3nd , but I wsnted you t~ know 
the f a cts snd the sot ual •.... 

t... 
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p;:Jr: 

~: Jr : 

;•orgt 
3ut:lr( tOn: 

3: 

e: 
.. ;:Jr: 

~·J r: 

9 : 

Hello. 

Buffl ngt on . 

Geor ge. 

Yes , sir. 

February ll , 1942 
10: 114 a . o . 

193 

I've Just got this memo f r om Thomnson saying 
t ha t the Cisney now comes to forty-six fiv e. 

Yes , slr . 

I've t alked t o you nereonally on th1s a t least 
t~ree tlm~s on the coat. 

:>ell , the •. . .. 

And ever y time you eRi d ~<e were going t o keeu 
it under f orty. 

'tie have , r~r . Secre t a r y. One dey 18F t " eek for 
the firs t time I heard f rom Roy Di sney t hat 
t heir act•Jal cost would be 1n e xcese of fo rty 
thousnnd, but we are not i n any wa y obligated 
to oey ~ore t han f orty; and the conv~rsation 
which I t ol d you about thet 1 had with Nalt 
Disney in Californis bef ore 1 left was would 
we be hapoy if the cost wer e a r ound th1rty- s1x 
thousand. T:'len on Sur.day - last Sunday - I 
had word from :1e,.. York that they ' d r eceived a 
me~orandum from the California office stating 
t hat t he actu!ll cos t ·~a e forty-six five; bu t 
we 're ln no 'rtay obl i g&ted to cay forty- six ... .. 

•.>ell , then , why give me a meor.o like thi s? 

\iell , I d i d ex?l 81n to Charles Bell tha t those 
we r e the fi gures t hat I had been given by 
Di sney moet r ecently; but we 're not obl i gated 
to cay - under our arrangemen t wi t h him - mor e 
than fort y th~usand , bu t I wan t ed you to know 
the ! acts and the actual • • . .. 
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Well, I - when it came to ordering anything 
over the thousand reele, you told me that the 
thing wae only up to thirty-e1x. 

I think I told you thirty-seven, Mr. Secretary. 

Well, let's say t hirty-seven. I can ' t remember. 
Now it jumps to torty-eix tive. 

No , air. The tigure I gave you wae on Teobni­
oolor t or the eleven hundred reele, plus a 
hundred additional sixteen mi llimeter reels. 

But look, the last time you gave me a tigure 
on bow much D1eney was, it wae under torty, 
wasn' t it? 

Yea , air. Yea , air. That was t he i nformation 
I had at that time, end on Sunday they call ed 
me trom New York, telling •.• . . 

Remember the d1ecusaion that you eaid that you 
thought it very important t o keep it under t he 
eighty? 

Yee , air, I do remember. 

And I agreed with you. 

Yea, air. 

Well, let'~ keeo it under eigh t y. 

All right, air. We'll be . •..• 

I mean - beoauee you told me that you thought 
it waa very important beoauae you told t he 
committee to keep it under eighty. 

That i e correct, air. 

Well, I'm going to hold you to t hat. 

Why, that's all right. 

I'm going to bold you to that. 

That's tine. 
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Beoauae I wouldn't order the extra two hundred 
reel&. I wouldn't do an,tblng. Do you remember? 

I rellember . 

And you told me youreelf you told the commit tee 
under eighty, and you were going to keep it 
under eighty. 

Well , Mr. Secretary , ae tar aa I am concer ned, 
we are obligated tor no more than f orty ••••• 

Then don't aend me etutt showing that t hey have 
spent more. 

All right, s1r. 

Don't send it to me. I've got enough worries. 

May I have that back, and I will change 1t. 

I don't want it in the reoord. 

All right, sir. 

I mean- well, t here ' s no aenae pu~t1n~ this 
up to me. I mean, 1t 1 a ~our Job you ve bad 
the Job and you eai d you d keep it under eighty 
and I'm going to expect you to keep it under 
eighty. 

I will do that, Mr. Seoretllry. 

All right. 

May I have the t memorandum beck? 

You certainly can. 

All right, air. 
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ReepeoUq 70U' -8114• ot ro'llnazT ll 
oooooi'II1AC --'- 4l&o tfal\er D1oDOJ 8114 !oollllloolor, 
701& are e4Y1oo4 u toU-1 . 

.. baYo • 1MaUo4 11111 r... toobD1oolor 
tabrao1JIC \be '-'-1 OliPODIO *lela __ ,1 '­
t3'7 ,'1e0.18 plu oa,laa\o4 olalpp1JIC ozpoaoo, peo.oo, 
or a \ocal ot tae,uo.ee. 

Vo baYo rooo1Yo4 DO tor.al ll1ll1JIC troe tfal' 
D11Dt1 ProcluoUoao . llr. tfal' Dl.l1107 uollro4 M 
co4ar ~11'" 11111 wo1114 ao' uooo4 ~.ooo.oo 111 
aoool"4uoo w1 til ou aero-a' cla'o4 Jaiiii&I'J' 7, l8U. 

G:{) . 
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TO 

TREASURY DEPARTMENT 19E 
INTER OFFICE COMMUN ICATION 

oATaFebruar1 11, 1942 

:!ecre ;ar1 Morgen ;ha~o~ 

:;eorge B~o~t' Cin.g~on 

Respecting 101.1r memorand~ of Februar1 11, 
concerning amoi.IDt8 d~o~e Walter D1sne1 and Tecnnicolor, 
you are ad vlaed as follows: 

We have an itemized bil l from Teohni color 
e~brac1ng t he total expenee which amounts to 
€37,790 . 29 plus estimated shipping expense, ~350.00, 
or a total of $38, 140 .29. 

We have received no formal billi ng from Walt 
Disney Prod~o~ctione. Mr. Walt Diane1 aae~o~red me 
Loday t helr o1ll wo~o~ld not exceed $40 , 000 . 00 in 
accordance v tth o~o~r agreement dated January 7, 1942. 

~ -

I 
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FINAllCING 

Present: Ur. Eccles 
Yr. Ransom 
lo!r. J.!cKee 
l.!r. Goldem;eiser 
Mr . Piser 
l!r. Bell 
llr. Haas 
Mr. Murphy 
Yr . Hadley 
llr. Morris 
llrs. Klotz 

February 11, 1942 
10:50 a.m. 

i97 

H.M. JR: ~.'hile shaving this morning I think I got 
the &nswer to this, gentleman. We will pull the same thing 
that we did before . We will offer the people a choice or 
a bond and a short note as an anchor to the windward, you 
see , and then if Singapore falls on Friday, we have got 
that thing. It worked before , and I think it will work 
again. Not that same note, but another one. A new note 
for an anchor to the windward. 

UR. k~HY: How can you do that on a cash offering, 
Mr . Secretary? 

H.M. JR: trow, Henry, don ' t ask a lot of smart al eck 
ques t ions. Why the hell do you think I am t rying to do 
it? 

!JR. MURPHY : Pardon me, llr . Secretary--

H.M. JR: ~~do you think I am trying to do it? 
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TCIIl W.lll: up ~aethillg to get the people to buT a bil­
llOD &114 a halt dollar• eo that the7 will take it. 

)ll. IIJRPI[f: I am eor17, Jlr. Seoretaey. I meant 
quite well. 

H.K. JR: 11b.at do TOU mean? 

)ll, KIJRPHY: If¥ problem ia ureq thie, that it we 
offer two luau, we 'llill euetouri:Q- han to na.e the 
aoat of eaoh hsue. 

B.JI.JR: lo TOU don •t. You are wrong. Lean it 
pureq cme hsue. 

Jll. BILL: We had an ieaue one time, I bellen, 
HtnrT, where we offered a billion and a half and gan 
th~a their choice, and we allotted proportionatel7 on 
the baa1i of subscriptions received. I think we did 
that one ti• 11veral reare ago. It ill a little diffi­
cult to do, but I think we did that once. 

(!he Secret~ held a telephone oouvereation with 
Jfr, Sproul and Jtlo. Rouee ae followe:) 
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" Jr: 

?ohPrt 
R(')U ,, : 

S: 

Jr: 

·-· . . . 

·~~.Jr : 

Hello • 

Hello. 

February 11 , 1942 
10 : 53 a . m. 

Ar~ you both on the ~ire? 

YPs , we are . 

Yes, sir. 

199 

! ' ve go t this e••ggeetion t o rrAl'e , 11nd I ' d 
like t o g~ t your r eacti on - lf no t right 
away , at least after you 've had a chance to 
t -:1nk abou t 1 t. 

'!es. 

T thlnk ln view of much - wel l , differe~t kind 
of advice t ha t I ' m getti ng , I ' d like to make 
thls sugges tion , that we off er thls - l et ' £ say 
t hle two And a quarter bond , and t hen lf any­
body doesn 't like it, l•t ' s hev• a short n~te 
Ae an alt• r netlve. 

~\ell , t ha t' s Just the sugceetlon we wer~ c;-:-tng 
to tt.'lk e to you . 

\:ell , th"t eho" s t~t. I :nu e t b!' Ame:-t . 

(Laughs ) I can't ac".llt the t. t·!o~ee t;l for 1)1d• . 

v e£. 1-.cll , and I l ea ve - whRt I - the only 
thlng t hat I think I ma y b~ d lffere~t from you, 
I ~ePn , no t set any am?un t s . 

r;o t Ge t '"Y eoounte o f el t her. 

~o , let th~~ dec! de . 

Ye!# . 

A billion And e h~lf. 

Yes h . 
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And then tbe1 oan eubeoribe either to a bond 
or a note, Juet ae theJ want to. 

I eee. Well , we were th1nklns in tel'lle ot 
a billion on the bond and a halt a billion 
on the note. Well, we'll think that over. 

No, the reaeon I'• doins it my way ie that I 
hope - I'd eade the note Juet ae unattractive 
ae poeeible. Hello. 

s: Yeah. 

RliJr : But then it we ahould be unfortunate enoUifh 
that Singapore ehould tall on Fl-idaJ, vb7 -
and theJ want to buJ, oh, eoeeth1ng vlth a, 
eay, eilfht th1rt7-eeoonde margin, a note, 
JOU .. et 

5: Yeah. Well, it'e there. 

HKJr: Ae a oatoh-all. On the other hand, it thie 
mar ket hae Juet !allen beoauee they're getting 
read7 tor the t inanoing and it Friday - well , 
we've made • bottoe - and the thins worke, we 
eight onlJ eell t1!ty or 1 hundred million, ... , 

5: 

'O!Jr : 

S: 

l!loiJr: 

S: 

HMJr: 

S: 

Yee, I eee. Well ••••• 

It' a an anohor to , the windward, that'• ~ idea. 

Yea, I eee. Well, ee I eay, we've been thinking 
along the eaae linee and with tixed amounts 
and •.••• 

No, I don't want tixed amounts. 

You do not. 

Well, I eay I don't went it - I think it would 
be e mlltake. 

Well, it has the virtue ot not eeeming eo muoh 
a oonoeeeion to a poeeible unfavorable develop­
Bent vhioh we'll have t o !eoe whenever we do 
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financing fro. here on. 

Well , I know, but you don't have a big 
mil i tary 41aaeter hanging over your bead 
the way we have right nov. 

Not every week, no. 

I hope not. 

No. But '" w111 undoubtedly han a poui­
bilitJ or bad eituationa conetantly vith ua 
tor some time to ooae. 

Well, the only plaoe I differ - I think 118king 
it a billion and five hundred aillion - that 
ebove that we're five hundred million soared. 
And the other way, we've Juat got it ther e if 
somebody ie frightened or if eometh1ng goee 
wrong. 

Well, you might eay you were a billion end • 
half soared then. 

Well, that would be the worst. 

Yeah. 

'l'!Unk about 1 t. 

Well , we'll think about it. 

'l'!Unk - I would he te t o malta it a billion and 
a half a bi lli on. Maybe t here'& something wrong 
with me, but I wouldn't mind doill$ it my vay. 

Yes, I eea. Well, we'll think about it and 
give you our view on it. 

But - I vae going to put it up to this group 
at eleven o'clock, and I wanted you to have a 
chanoe to think about it. 

All right. Nov when will you want to talk to ue 
again' 

Well , it will be right a round twelve. 
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s: All right , tine. 

I!MJr: 'l'banlt J OU. 

Regraded Unclassified



- s -

H.Y. JR: I am sorry I jumped on you, Henry. 

J.!R. !.!IJRPHY: That is perfeatly all right. 

H.Jl.JR: I apologize. 

203 

MR. MURPHY: \'lell , you can't exp_ect to have Singa­
pore fall without being jumped at. ~ t roubles are minor. 

H.ld. JR: '.'/ell, everybody' s troubl es o.re relative, 
but you just keep making your suggestions. Just forget 
I ever said it. 

!.!R. HAAS: Could I throw another one--

H.M.JR: Let's see if Henry has another suggestion. 

MR. WRPHY: No, L!r . Secr etary . As far as I can 
remember, the action that is propoDed to be taken is -
I can ' t recall the precedent that Mr. Bell speaks of, 
but I think it is quite feasible technically. The only 
objection to it - the principal objection to it I see 
is the one that Mr . Sproul mentioned, that it VIOuld 
appear we were--

UR. BELL: 
I a.o wondering 
maybe a little 

lo:R. HAAS: 

That is the t hing that occurs to me. 
if it is o. si~ of ~oakness here when 
strong heart 1s needed? 

I have got an idea that migbt help out . 

H.~.JR : Well, it is just a consession to the times, 
that is all . 

MR. BELL: Yes, I agree with that. 

ll.L!.JR: And I had it this morning, but then you 
had these fellows come in here this morning from the 
Guaranty, and this is the kind or advice they give ~ou, 
~.ve won't buy anything over five million dollars - f1ve 
years unless we are asked." 

~. HAAS: ~. Secretary, you know--

I 

Regraded Unclassified



204 
- 4 -

B.K.JR: Just a. minute. Then he turna around -
I aid, "'ha.t do you think the Treullr{ ahould do, o~ 
atll long-tel'lll gon l'lllllenh?" I said, How do rou make 
that out? You won't buy a.nr. but you tell ue to sell 
lonr- tel'1 y.ove Ul • 

I think it you price this thing low enough that -
now, I was amated. I thou~t peo~lc would ea, - and here 
1a thia !ell ow - what is thi• IWl 1 s name? 

IIR. ILUS: Co11W8J'. 

B.K. JR: He can' t we up hil llind until Fri<i4{ 
aorDing whether he is going to subacribe. I said, You 
aean to •1.1 that r ou don't know tod&T whether you are 
going to wbscribe Frid&T?" And he has got to - get 
th11. They have one- third of all the excess reserTes 
in New York. 

IIR. li>RRIS: Well, that is always the Guaranty ' s 
attitude, you know. Whenever it is shakf, ther always 
call their loans. 

H.K. JR: But - which all goes - I han got - wh:r 
do I aee these people? I want to look at their teeth 
and ••• how eound and how aharp ther are, and here is a 
fellow sitting with one-third of all the excess reserTes, 
and he doesn't know today whether he will bur a bond on 
1!-id&T. And I t old hiii--

IIIR. BELL: \Veil , I think--

B.K.JR: He said, "Unleu someb~ tella me to. • I 
said, "Nobody i s going to tell rou to. 

KR. HAAS: He wished he had a little more time. Be 
thoulbt he convered the wrong impression on that. 

IIR. BELL: Yes . 

H.~JR: Listen, George! I nsk • when a man comes 
down and he is 7111 guest and ask him three times, "11111 
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you or won' t you subscribe-- • 

UR. HAAS: That is right . 
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H.V. JR : And each time he tells me - how did he put 
it? "Well , we don't know whether we - " he wouldn't answer 
me . 

MR. HAAS: He said it was a market proposition. He 
kept repeating. 

H.K. JR: Well, there is such a thing as a fellow 
says, "I come down and I am not coming in, Ji?rgenthau 
puts me, with Di' back against the wall, and says, 'Are 
you or aren't you - '" I asked him three times, and he 
wouldn't answer me. I knew what he meant, I thought I 
did, namely that he would buy and sell, but I wasn' t 
sure . Did he clear that up? 

JAR. BEU.: That is liha t he meant. They have a 
trading desk, you see. 

H.Y. JR: I did ask him three times, didn't I? 

~. BELL: That is ripp t. But he said, when he 
went out, he thought he had left the wrong impression. 
He didn't want to leave the impression with you that the 
Guaranty wasn' t behind t his program. They are, one hundred 
percent. 

H.J.r.JR: Well, he di d leave that impression. 

·UR. BELL: He said he was sorry he didn' t have a 
littl e more time . He wanted to clear that up . 

TI • .Il. JR: Well, he had his ohance. 

UR. BELL: He just left with the Treasury the 
Guaranty attitude that has been a policy for five years . 
There is no doubt about i t . 

H.J.!. JR: Dan, the only difference between that and 
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a lot of the other s, this fellow na honest . 'l'his fellow 
was being honest, and you laurw--

liR. BEU: Except--

H.M. JR: Dave , aren't there a lot of people feel 
that way, but wouldn' t tell 11e ao? 

KR. JO!RIS: Yes, but the Guaranty is outatandi.ng 
in their attitude toward things. They are notor ious. 
'!'hey rea liT are. 

H.Jl.JR: How JUJJ¥ correspondent. han they got ? 

KR. IIJRRIS: Oh, that ia Ye'l'f important, yea. 

H.ll. JR: And I said to Jlr . Conwq, "What do you 
tell somebody when you call up?" He said, "Natunlll, 
there 1e on:!{ one thing to tell thJm, I tell them what 
I do J113selt . 

liR. MORRI S: Sure. No, I agree with you in looking 
at it that they are a big company. 

H.K. JR: I would much rather have a fellow came 
do1111 like that than se:r, "llorgenthau is wonderful, how 
are you doingt• and, "We are back of you, • and then go 
out and knife me . I would much rather have that kind 
of a fellow. He was per!ectll frank with me . I aean, 
he was being very honest. I will bet you that they have -
what, a couple of thousand banks who are correspondents? 

liR. BEU: They have a lot of thlll. 

liR. UORlUS: They have a lot of them. 

H.ll. JR: They ar e one of the--

MR. MORRIS: They ere one of the big cor respondent 
centers. 

liR. BELL: They have got three or four hundred 
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aillion dollars in outside deposita. 

H.!.!. JR: When _;you get a man lllce that calling up and 
everybody •~ing, "We won't buy anything onr a five-;yoer 
note, we don't know until Friday morning whether we will 
bU1 a bond or not," they need a oouple of Donald Duck 
pictures. 

UR. HAJ.S: We made an anal.Yeiai Ur. Secretary, ot 
the holdi.ngs ot governaents b7 the arge New York banks 
and ninety-five percent of the gcnrlllllenh were five 
7eers or less, not only the Guaranty but &11 the lerge 
banks up there. 

B.ll. JR: ~ it again? 

l.lR. HAAS: We made an ana}J"aia of the government 
holdings ot &11 the large New Yorlc banlce, and the govern­
mente which - in aggregate these large New York bariks 
held, ninety-fin percent of them had maturities of tive 
7eara or lese, eo you see his situation is - the whole 
New York situation is that way; and, it outsiders call 
in, they are calling in to a banlc which oporaters sort 
ot lilce a central bank and their situation ia entirely 
different. It isn't new. It haa been that way for 
eo~H time. 

H.if.JR: Cil, I know that, but it is - well, it 
doesn' t help you sell it. 

WR. HAAS: No, particularly with the reserve situa­
tion. 

H.ll. JR: And we are just at the nry inception of 
this program. I mean, we are just - I heard now, Dan, 
it ia up to a hundred and fifty billion, tho war program. 

MR. BELL: It probab}J" is, yea . I don ' t think these 
things going up, Kr. Secretary! change tho budget 
picture any. They contemplated al of these . 

H. U .• JR: All of that? 

Regraded Unclassified



- 8 -
208 

UR. BEIJ.: Yes. 

(Yr. Eccles, Mr. Goldenweiser, and Mr . Piser entered 
the conference .) 

YR. ECCLES: I don't know what happened to the others . 
We were late, and they didn't show up, so I said we would 
come on over here. 

H.ll. JR: For discussion, after we get this thing 
settled, L!arrlner, I would like very much to talk to rou 
about this excess reserve situation, because, with only 
a little over a billion - eleven hundred million, for 
lnstance, in New York, the Guarancy was in here this 
morning, and they have three hundred fifty million of it. 

MR. ECCLES: The Guaranty? 

H.U. JR: Yes. 

MR. ECCLES: Well, of oourse it is - the situation 
i sn't the srune with each bank. 

H.M.JR: No, but here they have it, and they frankly 
say, ~Ve won ' t buy and keep anything over a five-year 
note.• I am just telling you, see. They can't make up 
their mind until Friday morning whether they will sub­
scribe to a bond or not. If they do, it is just for 
trading purposes, and they control a third of the excess 
reserves in New York. It is not healthy. 

UR. BELL: That would be the case even--

H.~. JR: It is not healthy. 

J.m. ECCLES: Of course it gets down to the question 
of whether we want to finance this through the banks. 
Now, it that is what the Treasury wants--

11.11. JR: You know what we want. We want to get 
every dollar we can from every kind of money outside 
the banks , but then you end I know when we have done 

of 
that 
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we have still got to go to the bank. . 

IIR. ECCLES: Yea, that 1a right, but of oourse what-­

H.M.JR: You and I know we have still got to go to 
the banks. 

IIR. ECCLES: The way we !eel 1a that we haven •t 
gone nearly as far aa we can go outside of the banks. 

H.ll.JR: I agree, but I am just looking forward, 
not too far, you see. What, Marriner? 

IIR. ECCLES: \Jell, we han--

H.M.JR: It ukes a difference in the feeling. 

(Yr. McKee and Yr. Ransom entered the conference.) 

MR. ECCLES: And as was indicated in thia-­

H.~.JR: Came up here, fellows . I can't see that 
far ~ 110re . I am getting old and decrepit. 

MR. !WiOOII: You are not mining a great deal it 
you don't see Dan and ae . 

H.M. JR: Well, let me decide that. 

MR. MoXIE: I was late for a cause thh 110rning. 

H.Jl.JR: A good cause? 

lat. McKEE: Ever hear of llr. Giannini? 

H.M. JR: Yea. 

IIR. JloKEE: Well, we are working for a good cause. 

H.M.JR: Did you see him? 

llR. MelEE: No, it was another problem out there . 
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H.K.JR: Juat another OAe, na lt? 

MR. ECCI.IS1 Let • read juat thia--

H. ll. JR: ~e with ua or one w1 th tlie SEC? 

MR. KcXiE: Bo, it ia a bu.klng problea. 

H.K.JR: Tour 01111t 

)IR. BELL: We &PI i.nTolnd. 
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MR. RAND: You can get inTolnd Tl'f7 MailJ. 

liR. BELL: We don 1 t want to. We want JOU !ellowa 
to keep it. 

MR. RA.NSCil: That 111 'llhat we are t17lng to do. 

MR. BELL: O.K. 

H.K.JR: Keep it until th1a afternoon aJIIWIT• 
(Laughter) Do you mind it I juat repeat what I aaid tor 
the benefit ot thaae gentl .... t 

MR. ICCI.IS1 Go ahead. 

H.lf.JR: I eald aa IOOD &I thh !inanoingil OTIP 
I would lib Tel'f IECh to talk to you people about the 
nceu rnel'Te aituation, becauM we hiYa Ju•t had the 
Guaranty Tl'uet people here, and they han ~en Tl'f7 
frank. Of the eleTan hDDdred Jdllion eZOIII ralel'Tel 
in New York, they han three hundred !!tty, and thq 
l&:f, Yl'f7 !rankl:r, they won 1 t 1nq QTthing OYer a tin­
rear note, and they oan 1 t ~e up their llind until FPiaq 
aornlng whath•r ther will bUT a bond or not. They will 
onlJ ~ it tor ~peoulatinc purpo•••· They haYe got a 
third of all the excess reaerTea. 

Now, Marriner aqa, "Do you want to finan01 through 
the banks?" and I said, "Jo, not now.~ I want to get 
'"'1"1 dollar I can, but lie tore long I will han to, but 
on the other hand it the bank• in !lew York would be a 
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little bit more interested in bonds than they are, it 
would just give me a - ,more customers, that is all, and 
I reall7 think that we have got to take a look at it. 

MR. ECCLES: Let me just road this--

H.IJ.JR: I think you have to take a look at it. tlot 
this morning. 

MR. McKEE: I can vorif7 that story they told you 
about the Guaranty Trust Company. The Guaranty Trust 
ee~fany has done a better job with the liquidation of 
the r portfolios than every other bank in New York, and 
when the7 t ell you three hundred fifty, don't forget 
that that bill covers the entire district. 

H. IJ . JR: That is the point. 

IIR. McKEE: And that - take the Guaranty and the 
Chase out of the pict ure, there is only two or three 
others that are really liquid to take care of themselves. 

H.M.JR: Then you take it that the banks for all 
over the country - I said to Lfr. COnwe.y, ''What do you 
tell a bank that ca.lls you up?" I suppose they have got 
lfbat, e. couple of t housand correspondents? 

UR. !.lcKEE: I imagine so . 

H.l.l. JR: I think so. 

He said, "Naturally we tell them what we do our­
solves.• 

IIR. ECCLES: Well, that would indicate that no 
ma t ter what the excess reserves were, if t hey take the 
attitude of the Guaranty Trust , they just don' t want 
long bonds. I t isn't a quest ion of reserves . They 
have got reserves and could buy if they want to, but they 
just don't ~tant to. 

H.U.JR: But rq point, there are banks in the New 
York distri ct that would buy bonds if the reserve situation 
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wasn't so tight. 

lo!R. KoiEE: Well, they will all b1J1 thea, but they 
will sell them. 

lo!R. ECCLES: That is right, they won't hold them. 

KR. KciEE: There ie no--

lo!R. ECCLES: That 1a the d1tficulty, 

MR. lleiEE: The Hew York picture, if we might take 
a ainute to discuss it, is that the{ offer both in ' 41 
in the first ab aQntha before real sing that their 
deposit liability has becoae stationary. Ther ended 
the rear with - about where they atarted in ' 41 with a 
verr much increased portfolio which cut into their 
liquidity. They reallf did that beoauee of the necessity 
for earnlnga. . 

lo!R. ECCLES: Here 1a a memorandum that we gave you 
the morning Jesse was here. It was on October 7. I 
don't know whether you got a chance to read it, but it 
covers this verr point, that no matter what the exceaa 
reserves may be, it doesn't neoeaaarilf mean that banks 
would bUT long bonds at these rates, that it isn't a 
question of the reserve in itaelt that will do it, and 
that the more inflation rou get irre~peotive of reaervee, 
the higher the rate goes, that that ble been true of 
other countries, that with an inflationary developaent, 
interest rates have ~ne up irrealh:tive of the IUpplJ 
of moner. I just - ~~st look at t again in the 
light of what you sud. 

H.K.JR: I won't do it now--

MR. ECCLES: No . Better have the bora look at it 
too. 

H.K. JR: I will. I will circulate it. 

KR. ECCLES: It ia one that we left back in October. 
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Now, there is just one thing I would like to s~, Henry, 
on this - just a very short thing. It is on this memo­
randum we sent over here last week. It ie the closing 
paragraph. 

"Within the terms of the general financing progrem, 
·no suggest the establishment o.nd maintenance of such a 
pattern of rates does not require the excessive volume 
of excess reserves which has characterized recent yeara.n 

That doesn't s~ immediately. That is recent years. 

•It does contemplate that should excess reserves 
shrink to a point that endangers the maintenance of the 
pattern of rights, that is, whatever pattern we decide 
upon, the Reserve S,ystem will provide a sufficient 
volume of reserves to enable the banks to assist the 
Treasury's financing to whatever extent is necessary." 

H.M. JR: Well, I had-­

MR.ECCLES: I mean, that is--

H.ll.JR: That is fine if you don ' t mind~ saying, 
if you will carry through. 

liR. ECCLES: Well, there is a comni tment we have 
put down in black and white . 

H.~.JR: Well, then just as soon as we get bf this 
income tax, the money flows in and out, an.d we see where 
the thing settles, wouldn't yoU s~ around the first of 
April? 

MR. ECCLES: Well , I would say at least then, yes. 
I would think so. I would like--

MR. McKEE: You mean when it would be settled and 
starting to go back? 

H.li. JR: Yes . 

WR. MoXEE: Before that , I would say. 
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B.K.JR: 11heneTer 7011 can lee where it leaTel u1, 
then we ought to talk aboat what would be the will thing 
to do. 

JIR. ECCLES: Thh currenq 11tu1tion 11, of oour11, 
prett,r serious, and that h~a been respon!i~e for a TaJ'7 
large drop in the exoess reaerTee because of the amount 
of hoarding. Yoa tab at thh time of rear rou would 
n&turallf expect the CIUrrencr in oiroulation to b41 leas 
than it was during the holidq period, but it reached 
a new peak hen just la1t week. 

JIR. BELL: It didn't cOM back in lanuarr? 

JIR. ECCLES: Well, sou of it, but it didn't--

1m. lieD!: lot TIJ'7 ~mch. 

JIR. ECCLES: 1 -ll UIOUDt onlf. 
JIR. lieD!: In certin dietrich, Du, that 1a all. 

liR. ECCLES: It is still goiJii into - the7 are 1till 
going into hoarding. 

liR. lfciiE: ind another thing, in addition to that, 
1a that rour Sa Tinge Bond prograa 11 bringing on lll&l'bt 
liquidation from the mtuale and a lot of other people, 
where p:3le are oonnrting their eaTilag1 into Defen11 
Bolide, rou get 110re II&J'klt liquidation than fOU probablf 
do pick up in Defeue S&Tings Bonde. 

JIR. !CCLES: 'nle drin to get current eaTings nther 
than exhting eaTings. 

JIR. WSCU: .lfr. Secret&l'f, on fOur augg .. ted timing 
of a consideration of this, don 't rou think we could, 
between now and the first of ipril through contacts with 
four own etatf and otherw~ee, fiTe a more complete 
explorator,r trip into this who e field than waitilli until 
the first of ipril? I ~hink--

JIR. BELL: z-ecUatelf? 
MR. WSCU: , •• • collectinlf we ollght to be able to 

project our thinking into that period alaoat now. 

B.JLJR: Well, it fOU can. I was tJ'1lng to be fair. 
I didn't ant to crowd fOU. 
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MR. ECCLES: You suggested a day or two ago, 
though, that we do just tnat, that we get together on 
this memorandum. Now, if we get together and diseuse 
the memorandum that we submitted, that would open up 
this--

R.M.JR: Well, I t hink we ought to--

MR. BELL: We can't excape that subject in that 
memor&ndum. 

· MR. ECCLES: That is right. We can' t escape every 
aspect of it. 

MR. McKEE: Now, we have got this present thi~ 
to meet, I mean your financing with limited purchaa1ng 
power in the street. 

H.M. JR: That is right . 

MR. McKEE: Again I might raise the question I 
rai sed the other day. Kay I ask you directlrJ Do 
you feel that you are obligated to go rour blllion and 
a half now plus your ten percent? Cou d you go your -
a billion and take some additional? 

H.M.JR: No. 

MR. McKEE: You feel you have got to go the bil­
lion and a half? 

H.M. JR: Definitely. I have got to . 

MR. RANSOM: I think once having announced a 
billion and a half you couldn't reoede from that. 

MR. McKEE: He will t ake the plua ten anyway, 
won•t you, Dan? 

MR. BELL: Well, it doesn't alwaya go to t en. 
I t might be !ive, you see. 

H.V.JR: .Lnd we are not putting anything in for 
the Governaent account. 
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MR. BELL: !l'o, I • not. 

MR. Ko!EE: Then how IOOD oan rou, to ottsat 
that adaitional aoner, how eoon oan you atop eelllDg 
billa, around the first ot Karch? 

I!R. BELL: Stop altogethel"r 

MR. Mom: Jot put anr billa out. 

MR. BELL: 'fe oould etop ID7 tl.Jae we wanted to. 

MR. llcm: Because we are goiDg to take additional 
aon•1· Tour balances are goiDg to be well pre1erYed. 

MR. BELL: I conteaplate running the balancea down 
below a hundred llillion 117 ll&rch U, and we will go in 
with praotioall7 no balance. . 

H.K.JR: tou don't aean below a hundred ailllon? 

MR. BELL: Tea, in t he Federal ReaerYe Banka. I 
will draw no aoner out ot the bank depoaitariea but go 
into the tax par-ent date with a verr ..all balance, 
practioall7 no balance, and then i t will have to be -
the7 will have to build up out ot tax receipts in ten 
da71, and in addi tlon pa7 ott tour hundrtd fitt7 llilllon 
dollar• worth ot billa. 

MR. Kc!EE: Four hundred flttr alllion-­

MR. BELL: Plus tax ~ills. 

MR. Kcl!E: Could rou pa7 oft ao•• billa prior 
to that tiae, Dan? Could you afford to pay off billa 
prior without rolllDg them over? 

MR. BELL: The onl7 way would be to call aone1 from 
the depoaitariea which would be juat a waah. 

XR. Ko!EE: Tea, juat a weah there. 

XR. ECCLES: It 70u let 7our balances run down to 
where you propoae, it. will be all r ight. 
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IIR. Kom: What I n1 t1'71111 to tirre out llld 
juat thillkilll out loud wa1 how oan we pu IIIIDIJ in the 
aarket in !In York between now and Karch 16f Should 
we atart a bill bUJinc prograa it ;rou oan•t attord to 
let 7our bi lls run otn 

IIR. ECCL!St It the7 let thlir balanou run do• 
it takes care o! it. ' 

IIR. IIDD!t Be nnta to keep hh balanou up, 111Uoh 
11 good. 

IIR. BELL: Jo, I dCIIl't. I a lettlq -t balanou 
in the Federal RelerTe bank1 at the p~1ent tt.e run 
do'lll below three hundred al.llion, and~ aa going to trr 
to let thea run don b7 the twentJ-!Uth, whioh h the 
pa1JIIIlt date of thh new haua, to around a hundred 
al.llion. Then • will get 011h on the new iuua. We 
are goiag to let that oaah run ott bJ aeetiDg the 
expenditure• troa da{ to da7 plua paJing ott a hundred 
and fift7 ailllon do lara of bills, three i ssues of 
two hundred aillion dollar• eaoh. We will haTe heaYJ 
expenditures in the first ten daJI o! Karoh, 1111re, I a 
aUl'e, than enough to exhauat our balanou. So we •r 
haTe to oall soae 1111ne{ !roa the banks between the t ret 
and the !ourtunth, bu in 1pi te o! thati I a going to 
let -r bal~noea run don to a hundred a1 lion or leaa. 

IIR. ECCLES: In Federal! 

IIR. PELL: In the Federal, 7ee, ao that we won•t 
haTe to call anr.hing beginning the toUl'teenth. We 
will let our ba anou build baok up to around three 
hundred and we will pa7 ott !our hundred tift7 al.llion, 
at leaat, of billa and we oan p., ott another hundred 
and fift7 i! we want to and pa7 ott !lYe or aix hundred 
alllion dollar• in tax not••· 

IIR. IIDW: I aa ju1t putting forth thi1 thought. 
It the Open Karltet Coam ttee would start a bill bu,­
ing profraa that would equal to - in a~~~~unt to what 
TOUl' ro 1-onr would be. How auoh would that reline 
the Hew York situation in JOur opinion' 
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MR. BELL: I don't know. The fourth, eleventh, 
eighteenth, - three one hundred fifty mill ion dollar 
i ssues. ·That would be four hundred fifty million 
dollars, would be t he maximum roll-over in that period. 
According t o the New York banks ' own figures given by 
Rouse and Sproul the other day in making their st ate­
=ent on the figures that you have just indicat ed, that 
ls, the paying off of the fourhundred Md fifty or the 
six hundred million, letting your balances run down, 
the New York situation will not - thei r funds will not -
thei r balance - I don ' t aean their balance, I mean t hei r 
reserves will not drop over this period . 

MR. BELL: ~ust about level out. 

UR. ECCLES: That is right •• And if that works 
out the way t hey have figured it, this program will 
not upset the market at all. 

MR. PELL : I don't believe it will. 

MR. ECCLES: I don't either. 

MR. RELL: I don't believe it will . 

MR. ECCLES: And you wouldn't need to do what John 
indicated. 

UR. BELL: That i s right , but we can al ways do that. 

MR. ECCLES: You can always do i t. If we get to 
the point we can always go and guy whatever bills are 
necessary in the market any time and, of course, we 
would be able to buy direct pretty quick, it looks like, 
if we need to. 

MR. VcKEE: Mr. Secretary, do you think that Conway'a 
stat ement was so pointed that it was more or less trying 
to direct your band by giving his own picture? I doubt 
very much whether he wouldn't come along--

H.M.JR: No , I don't think he was doing that. I 
think he was just being very frank . He said, "This i s 
nothing new. We have been thi s way all the time. Ot 
course, if somebody asked us- -• I said, "Nobody is 
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going to ult JOU• • You uu, whether he na tJ7111g to 
put •• on the epot' 

MR. KoiKE: Or whether he waa tJ7lng to deTelop 
your fln~n,o\ng according to hh own nude. 

H.K.JR: No. I would ten ti .. • rather have a aan 
like that come in here who ie ver,r frank ud tell JOU 
what he think• than to have ao .. of theee other people. 
No, there wae nothinc I could take objection to. 

liR. ECCLES: 1'htre ue a lot of banlta that won • t 
go into notea now. 1'heJ won't do it. 

VR. BELL: I wouldn't be aurpriled, though-­

B.K.JR: I don't object to a aan like that. 

liR. BELL: He ia--

H.K.JR: What did JOU eaJ! . 
KR. BELL: I wouldn't be aurpriaed if it ien•t 

diaouaaed the next tiu tht board of director• aeeta. 

H.M.JR: llbat! 

liR. BELL: The question of how lone thtJ ahould 
go. He hae gotten dcnm here ud found out what our 
prograa 11 ud what we han got to do to finuoe thil 
war, and I think ht na a 11 ttl• concerned when ht 

- went out of here. 

H.V.JR: If he waa, then--

·liR. BELL: It wu a good thing to htn hi• down. 

H.K.JR: Then it waa a good thing. I auat have 
handled -r•elf all right. 

IIR. BELL: You did. 

H.K.JR: I wae ver,r anxioua to bt oourteoua to 
bia. 
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MR. BELL: You were courteous and I think he 
appreciated your asking him, and I think i t just set 
h1m to thinking, don't you, George'1 

J.!R. HAAS: Yes . 

MR. BELL: When he went out of here, that may be 
we are not following t he right policy. I think he was 
thinking about it because he wan ted to come back and 
make it clear that they we re not - they were behind the 
program. 

H.U. JR: Well, there was nothing in here t hat would 
give you any idea that he was. (Laughter) 

MR. HELL: That is t he reason I think it will be 
discussed in the next board meeting. 

H.M.JR: 1'/hen a man ca.n' t make up his mind until 
Fr iday morning whether he wants to buy a Government 
Bond, there is something the matter with him. Well 
now, look, gentlemen, what I would like to do, if it 
is agreeable to you, I sent telegrams yesterday to Mr. 
Young of Chicago, Mr. Fleming of Cleveland, and Mr. 
Young of Pos ton. Get them on the wire and we can put 
them on the loud-speaker. I asked them to give me 
what they thought . Is that all r ight? 

1~ . ECCLES: Sure . They were supposed to find out 
what t he banks wanted'? 

H. II. . JR: This is the telegram: •r will telephone 
you Wednesday forenoon and "et your opinion as to what 
your cust omers would like i~ connect ion with our financ ing. 
I would appreciate your checking with people in your 
dist r i ct between now and noon." 

MR. ECCLF.S : Glad to hear it . 

H.M. JR: Rave you people changed any s ince I have 
seen you last? 

UR. ECCLES: We haven't discussed it any . 
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)(R, Koms We huen't been toeether ainoe. 

JlR, ECCLES: The aarke t hae shown a 11 ttle we amen 
ln thia range of aaturit7 that wae ooneidered end there 
has been a- there has been thie aspect of it, whether 
to put out a billion of the two and a quarter, and a 
halt billion of a note. It would be ~ personal judge­
unt that we ought to be bold in thia thing. We han 
got to be bold in thie thing. We han got a lot of 
llnenolng to do, and it ie Juat going to be done. If 
the Fed haa to do it all. It ia one of thoae thinga 
that haa got to be done, end I would 117, let•a be 
bold about it and put out the one iaaue of the billion 
and a halt with a - as far as I aa CQiloerned, I would 
be willinf to agree, and I think the Open Karket 6oa­
aitt .. - would think th17110uld - if that waa the 
decision of the TreaaU1'7 to put out one iaaue, that we 
would giTI the aarket what eTer aupport wa• neoeaaar7 
to eee to it that tha ieeue didn't go below par and that 
it--

KR. KoiKE: Your next refinancing is when, Den! 

KR. BELL: It ought to be April. 

liR. Koms Refinancing! 

liR. BELL: Refinancing! 

liR, )(olD: Yn. 

KR. BILL: Jew financing would be in .lprll. 

liR. II>RRIS: Jul7. 

liR. BILL: Ifo refunding until-­

liR. KoU:E: Jo refunding? 

liR. BELL: The firet refunding h Jul7 end then 
that it a call eecurlt7T-

IIR. IDRRIS: Jul7 1. 
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h•" to ao that. It 11 olpt lmaaPI4 eonat7 the 
alllion, 1 thiak. 

H.v.JR: Well, the only euggeetion t hat I ha~e to 
aakt thie aorning 1e t hat we do that and then follow 
that thing that - eo that w han a floto 11 aa aaohor 
to the windward. 

JIR, ICctiSa ftat h, do oao ad 11110to. 

B.V.JRs •l{,:ttu a billloa and a hall and gin 
th• a choice of two aad a quarter an4 then han a 
note and out the note Ye'I'J fille, J1A1bo eicht thil'tJ­
•eoonde, JOU 1ee. 

llll • . ICeLESa It~. 

• 

B.V.JRa .ana if SlqapoN 1hould fall on fridq, 
and 1oubo4J geta IO&Ped, 1t h theN, JOU 1ee. I aoaa, 
out the note Tt~ fine. 

MR. ICCL!Ss Dcm't JOU thinlt tho7 han written off 
Singapore b7 nOW! 

B.II.JRa .. 11, I 1a1Ud 1- of th-. and tho IUI'­

prhing thiDc 11, thoro wu OBb oae MD 1aid to ao, 
"Yell, if SlngqoN falb, I will buT aore than nor. • 
In~· 1aid, -..u, 1t .. •t be 10 poa. 

MR. Jloma fte7110111 t be urtet-wt. ... 

B.II.JRs !heN •1 onl7 011e fellow laid, "'f 
Singapore fall1 I will co out ma 'bu7 hoaTler than enr, • 
11hioh h a prett7 bad 1tato of affail'l· It h all l'idlt 
for the Pl't114oat to talk about oilaoenof being a t~ng 
of the p11t. Be ehould 1q that. haTeD t Mt it in 
the lut two dq-1, I aa 10r~ to 1q. 
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WR. McKEE: No, it isn't. 

H.ll. JR: I haven' t met it in the last two days. 
But I think - think that little wrinkle over, you see. 

1lR. ECCLES': You mean the opt i on? 

l!.M. JR: Yes. 

UR. ECCLES: Of course, if you cut the one fine 
and you &ive the other - you price it fair ly liberally, 
they--

H.Il. JR: I will . 

UR. ECCLES: They certainly are not going to take 
the note . 

11.1.1. JR: Vlell, it is just there--

l.!R. ECCLES: Would it be a short note? How long 
do you have in mind? 

H.U. JR: Oh, somewhere around three or four years. 

UR. McKEE: I think we might as well prepare our­
selves, whether we have to meet it or not, that the 
circumstances surrounding the present daf situation r:ay 
prepare a secondary ~ket here that ia bad. Now let ' s 
hope we don ' t have it but l et ' s prepare that if we do 
have i t we know - we are ready to handle it . I think 
a lot of things could happen that would just make our 
secondary market of the two and a quarter a real problem, 
but there is going to be a lot of - there is goin~ to be 
a lot of subscriptions re- sold immediately. But 1f that -
they are goi ng to work f aster because they thour.ht of 
Pearl Har 'bor when they had a premium and l t just disappeared 
over the week end and right on t op of Singapore, if 
Singapore is stili standing, and there ie any premium in 
subscription, aren 't they going to sell their rights? 

Lilt ECCLES: We ought to stand ready to buy tham. 

UR. UcKEE: Well, that is--
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UR. ECCLES : I meani what difference if they want 
to sell - if it is a bil , if it is five hundred - I 
~ean, if it is a hundred million or if it is five hundred 
~llion1 it just seems to me that we have got the job to 
do, 11e nave got t o determine it o.nd put it out and then 
go ahead. That is the way I l ook at it. 

!.m. McKEE : That i s right . 

UR. ECCLES: I don't think there should be any-­

~. McKEE: We hav~ got to be prepared to meet it. 

H.14. JR: That is encouraging to hear ;you men talk 
like that . 

UR. ECCLES: After all, I don't think - I think we 
want to t ry to feel that it - but I don ' t feel that 
Yle want to be concerned about the financing job. It 
has got to be done and we have got to put oursel ves to 
do it and I think it is jus t a question of when the 
market knows we have made up our mind that we are going 
to do it and at what rates we are going to do it, the;y 
can take it or leave it, and I t hink we are going to have 
a little different picture . 

YR. ruu:so~: It is only natural that the market i s 
trying to W.x profits and patriotism in a sOLlewhat equsl 
degree. That is elmost an 1rreconciliable situation f acing 
what this countcy faces toda;y, and I think the;y are ~oing 
to take their cue ultimately from the Treasurr's att1tude 
toward this situation, and in so far as the Federel Reserve 
can back the Tr easucy's attitude I think t hose two things 
to&ether ar e going t o make the pat tern of thinking that 
is going t o dominate this situation from now on. I think 
it takes courage and boldness and a definite policy. 

(The Secretary held a telephone conversation with 
Governor Young of the Federal Reserve Bank of Boston as 
follows : ) 

. (The Secretary held a 
l:r • Fleming, President of 
Pank as f ollows : ) \ '-y/ 

telephone conversation with 
the Cl eveland Federal Reserve 
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Qournor Roy 
Young: Hello. 

!!l(Jr: Governor Youngt 

y: Yee. 

HKJr: Morgenthau. 

X: Oh, yea. 

l!MJr: Can you hear 11et 

rabruary 11, 1942 
11:)1 a.ll. 

Y: Yea. Can I go in another roo11 tor a 111nutet 

l!l(Jr: Yeah. 

Y: It '11 only talte 11e a halt a minute. 

IO!Jr: Thst'e ell right. 

OperBtor: Hello. Hello. 

Jl)(Jr: Yea. 

Operator: Just a llinute, please, tor Governor Young. 

Y: Hello. Hello. 

RliJr : Hello. Mr. Young. 

X: Yeah. 

HMJr: Morgenthau. You' re on a loudapealter in my room. 
I wanted to tell you. 

X: Yeah. 

Fl!Jr: And the Open Market Committee, plua 111 own people, 
are 11atan1ng. Hello. 

Y: y ea. 

l!l!Jr: Now, would you mind telling me bow you t1nd 
th1nge 1n your district 1n regard to our next 
t1nanc1ngt 
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Hl!Jr: 

Y: 

l!MJr: 

Y: 

Bl!Jr: 

Y: 

Hl!Jr: 

Y: 

Hl!Jr: 

Y: 

Hl!Jr: 

Y: 

Hl!Jr: 

Y: 

Hl!Jr: 

Y: 

- 2-

Well, ~U, at'el' J P' JOIII' Wire, Ill'. S.ore­
tai'J, .. P' la IOaab wUb abcna' 'h11''J·f1Ye 
banke an4 lallllftlloe oo•pan1ee. 

Yeah. 

We cUdn ' t go beyond that. 

Yeah. 

!he bankl JII'IJ"'IAJ' eee•ed eo th1nk abou' two 
an4 a quarter wUh Chi •'111'1 t7 1n the f1tUee. 
Abou' t1ftJ-Chl'ee to t1ft7- f1••· Mow, I real1&e 
tba t Chi 'ballke U"l alWJI I l1 Ull hllb. 

Yeah. 

Beoauee eo•e ot the banke cUdn' t want to go beyond 
three JMI'I. 

I eee. 

'l'h17 thouaht on that one and an e1chth; and, ot 
oour .. , tlie)'l alwaye eetlute a little high, too. 
One bank 'bought thaJ 111ght co to t1n per cant 
at one an4 a quarter. 

Yeah. 

And bad 7011 oallad •e yeeterdaJ, that'• what I 
WOuld baYe eald t o JOU. 

Yea. 

Mow th1e newe 11 ••1'1 ba4. 

Yee. 

Solie of 1 t I thlnk wa1 antlo1pated by UnJ 
people; I th1nk •••n 1t they co beyond Singapore 
e po4 deal of that 11 ant1o1pated. 

Y11. 

I 4on't eee how we're co1ng t o get anJ pod newa 
tor ao.e tS..e to oo•e, ao the preble• Will be 
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with 70u to!' eo•• - to!' three OJ' t oUl' .ontha 
I think. RowevaJ', thal'a 1a t h1a a1tuat1on. 
It JOU ti'J to put an 1aaua out t 1multanaoue1J 
v1th bad neva, evan 1t 1t 1 a ant1o1patad, JOU 
know tha publ1o aa wall aa I do. It on tha 
o thel' hand the anticipated neva 1e out, and it 
really comes out voJ>at then ant1o1pated, an 
issue 1a still poae1ble. 

Yeah. 

I think that' s a J'aaaonabla l1na or l'eaeoning 
on the whole aituati on. Now, I 41d get aoae 
int1aat1on t hat they'l'e erpaot1ng a t1ghten1nc 
a1tuat1on in New Yol'k. That I don't know about. 
I don't know how heavy the New YoJ'k banks would 
go 1nto th1e: I don't know what poai tion you 
can aake with the Open MaJ'ket Coam1ttee, oJ' with 
the FedeNl Reae!'Ye i n oaae thla should slip 
aoaewhet. 

I t alked with some ot my aaeoc1atea in the bank 
th1e aoJ>n1ng - some or those that have aoJ'e to 
do with the maJ'ket than I do. They thought I 
waa a little unduly alaJ'med. It would be ex­
tremely untoJ'tunate to have it slip. Hello. 

I!MJr: Hello. I' a hel'e. 

Y: 

Hl!J r : 

Y: 

I!MJr : 

l!8rr1ner 
Ecclee: 

Y: 

E: 

Yeah. Nov 1a that J>eact1on tar away rroa the 
other at 

Well, I think that pou1bl)' Cha1rlllln i:cclea can 
talk to ;you beat hiaaelt aa t o what the Open 
KaJ>ket Coaa1 ttee 1a rea~ to do. 

Yeah. 

And I think that- (talke u1de ) wouldn't you l1ke 
to ea)' eomethlngt 

Hello, Ro;y . 

Yeah. 

With J'etel'enoe to what the Open Market would do, 
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we haven't had &117 tor.al aeaUng; but ba .. d on 
the authori ty that the !Xaoutive co .. ittee baa 
and the authori ty that the !Xeoutive Co.aittee 
hal given to New Yor k , and t he general under­
standing with reference to Treaeury aarkete, 
1t would seem to me that there would be no 
questi on whatever about the Executive Committee 
carrying out a buying pr ogram to whatever extent 
was neceeeary. 

Yeah. 

That was our attitude before, and I aee no reaeon 
whatever whJ it should be a~ different now. The -
certainly i t would be .y attitude and, aa I eay, 
there hae been no toraal aeeting or the Comaittee. 
Rouse - I mean, Allan and Hugh are not here today. 
They were here to a meeting a day or two ago, but 
they decided they ' d prater not to come in today 
unless it wee necessary. 

Well , how much am I ott the location? 

Well, I think that on the - what you say about 
the issues , i t seems to me the two and a quar ter 
ia in l i ne; and likewise, it a note le t o be put 
out, the not e seems to be ln line. I would not 
be - you may know mor e about the market picture 
up there, but it would be my impression that 
the country ia pretty well - haa had bad neva 
eo oontinuoualy - t hat they pretty well discounted 
it and I t hink that the a1 tua tion calla tor sollle 
boldneae on the pert or the Government - God, it 
Britain could finance t hemselves when they were 
being raided right and lett, it eeeme to ae we 
shouldn 't have any pr oblem to do any financing 
that's necessary it we Just make up our mind what 
we' re going t o do and go out and do it and give 
the support to the ma r ket that' s neceeeary. 

Well , wouldn' t you have to - it this did el l p, 
wouldn't you have to go beyond the ma rket? 

How do you !lean? 

Well, I mean, it they're not taken. For instance, 
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this vas what they eaid yaeterdfty, and it 
Just looked like a push-over on a two and a 
querter with the maturity in the tittiae. 

Yea. Fitty-tvo , titty-t our ; titty-three, 
fltty-t1ve. 

Yeah. Now, today I would heei tate about calling 
them back on it. 

Yea. 

Nov, my people in the bank eay I 'm unduly 
alarmed about that: but 1t the thing should 
slip some way , shape, or manner , shouldn't go -
you know bow bankers are - supporti ng the market 
in another iasue might not be eo hot , and you 
might have t o go out and ask these banks to take 
i t with an understanding trom the Federal that 
we'd take it ott their banda at par ••••• 

We could do that it we had to. 

•.••. etter thirty days. 

That's right. 

Now, do you think that we can announce that 
ahead ot t1:lle? 

Well, I don't think you're going 
You can get this eubeoribed to. 
a heavy over-eubacription. It' a 
getti ng it aubacribed once - and 
hal t or twi ce eeeme t antaetic. 

Yeah. 

to need t o. 
lie always get 
e que a t1on ot 
once and a 

I think you're going to ge t it aubscribed. 

I think probably we're pretty much in agr eement 
then. 

I t' s a questi on ot your aeoondary market. They'll 
take it 1n the first i nstance. There won't be 
any oueati on about the t. It ' e a OUI'Sti on ot your 
eeoondary market. 
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Yeah. Well, I waa a little ekaptical about 
that; but I don't know, I guaaa I had a - I 
wae unduly alarmed laat night. 

Juet a second, Roy. 

What? 

Jus t a second. Juet one aeoond; hold the line. 

Yeah. 

Your inquiry ror the ehort-time paper, that ia, 
the three year; that ia, the note instead or 
the bond - baa that inquiry ooma !rom the large 
benke in Boston and that area' 

That's right. 

I see. Any or it come !rom the country? 

Well, the country banka eeem to be intereeted 
in the longer bond. 

Yea. Uh huh. Earning. 

Ae tar ae the insurance companies are concerned, 
t hay're inter ested· in rate rather than maturity, 
most ot them. 

Yea. Uh huh. 

But there aeema to be a tavoreble reaction to 
two and a quarter in the t i ttles - that' s tltty­
three to titty-rive. 

Uh huh. 

One company eaid they would rather eee the two 
and three eighths at titty-tive, titty-eeven; 
but there'e only one company that talked that 
way. 

Uh huh. Well , that's all I have. Ju&t a minute. 
Ltt me aee it the Secretary has anything more. 
That' e all, Roy. 
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\olell, that ' e all. Thanlte. 

Good-bye. 

231. 
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Febr ua r y 11 , 1942 
11 : ~ 1 a . m. 

V.r. Flem1 nc l n Cleveland . 

Have the Chi cago ~ire ready f or ~e . 

I wlll. 

Hello . 

Good mor n1ns , !~r . Secreta r y . 

Hello , ll r . Fl" ming . You 're o n the l oud­
s Peaker 1 n my r oo:n end the Open '{e r!tet Co -n­
ml ttee or e h e-e ll ~ t enlng be~lde• the Treeeur y 
) eO!)le. 

Yeah . 

I wA nted you t o l<no••. Tell me , wha ~ hev e you 
f ound a onong e t t he ba nks ? 

They ' r e pr e t tY dul l , sh1!t1ng to •~P rds t he r e­
ocenl ng o r the t wo of ! 94S And ' 51. 

Ju~ t s ay t ha t agel'! . 

A r eopent nc or th e two ' ~ 1n 19~9 a nd ' 51 . 

Really? 

Yeah. 

Put 1 t nll 1n tha t one soot? 

'<ell , t hey are fa vor abl e to a n'> t e . 

'>'ha t' a the t ? 

A note - orobably one to one end e ouerter. 

~ell , hnw woul d they dlvl de it? 

·.~ ell , I hAd no dlecueslon e a t o the percentegee , 
8 8 to the d1V1dlng of lt, but they th<>ught 1t 
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ebould be broken up 1D wo p1lo11. 

Two p11011. 

Yeah. 

233 

HliJr: Doee that come - JOU don't haYI any 1neurance 
compan1ee out there, 4o rout 

r: We haYe one ot thea. 
ooap&D1. Ot oouree, 
per cent a1n414. 

HliJr: Yeah. 

We baYe one 1neurance 
theJ ear ther' re three 

r : And th17 want a lone aatun tr w1 th a high rate, 
JOU know. 

HKJr: Yeah. Well , let ae eee whether an;y ot the 
Federal Re11ne people want to aelt an;yth1nc. 

Rov 1e the t eel1nf toward th1et I mean, 
do ;you think theJ 11 ~ubeor1be about the 
regular uountt 

F: Yea, I do. 

HMJr: You do. 

F: Yeah. 

llliJr: I eee. 

F: I think tbe7 ' re 1nteruted 1n H. I think 
the benkl 1n th1e 1eeue will go thrOugh all 
right with anrth1ng rou want. 

RIIJr: Well, thank rou •err auoh, ltJ'. rlemlng. 

F: You're •err weloome. 

HMJr: 1'hank rou. 
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J,IR, BELL: The,y have the Central Union Lite out 
there and the,y want a two and three eighth• '57-'53 
or ' 59- '61 . 

MR. ECCLES: Union Central, do ,you mean? Isn ' t 
that Cincinnati? 

MR. BELL: It is in that district. The fellow 
there calla me up ever,y time we have a financing. 

B. li. JR: What do the,y want? 

.IIR. BELL: J. two and three eighths, ' 57-' 59 or 
' 59- '61, wherever it would fit . This suggestion of 
re- opening the '49-'5l ' s al•o came froa the Travelers, 
;rou remember. The,y said two iuuee or silit the amount 
in two, and re- open the two's for ' 49-' 5 !or aevan 
hundred fift,y and han a ' 61- '63 . Two and a half of 
that amount also. 

B.M.JR: Well, I don 't think- as far as I am 
concerned if we are going to do t he bond I would just 
as lief do it two and a quarter. 

UR. YcKEE: Would ,you want to do two bonds? 

H.J.IJR: No, 

UR. J.!c!CEE: In a bond market that hasn ' t reall.r 
got a lot of demand. 

H. lo!. JR: No. 

l !lt ECCLES: I think ,your suggestion that t~e. two 
and a qu.arter - giving them the option of aubsorl bl.IIg 
to a three year note, for i nstance a note • say a one 
and an eigh th of a June maturity. That 1s three years 
and t hree months or ma,ybe three and an eighth of October. 
At least get it so that it is prett.r thin so that the.r 
lean toward the bond. 

H.J.I , JR: I woulCiii • t give them more than eight thirty­
seconds, 

Regraded Unclassified



- 26- 235 

!JR. ECCLES : Well1 if 1ou can figure it . The 
trouble is something t nat w1ll figure around that . 
I think the.t is rig)lt. Eight to twelve . 

!.lR. I.:cKEE: Save 1ou got any issues outstanding 
tba t 'JOU could - -

H.LI.JR: No. 

MR. BELL: Forty-five in September and --

}.!R , IWJLEY: You couldn ' t give eight thirty- seconds 
on any of the outs t anding ones . 

UR. McKEE: You couldn' t? 

H.~. JR : They are below, aren't they? 

J.lR . HADLEY: Yes . 

UR. ECCLES : \'/here do you fellows fieure a--

(The Secretary hc.d a telephone conversation 'IIi t h 
~r . Young, President of the Federal Reserve Bank of 
Chicago as follows:) 
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ro nhPI\d • 

''("1.1!') . 

._,,.., 1 o . v,unr- RneEtl<1n,. • 

11 t' , ~'"11 nf"" , ''Or..,.ent'hP\1 . Von 1 r l" On nl:V l ou6 e!'eaker and , 
1 ~"l ~pn tl1 ~ ':'rel\!<u r ;v , "~E'"'ber~ o f thE' ~h~n · •ar!~e t 
r;:~.,·,lttee P.r~ listenin"' . T J•oAt t 'mn<>'ht ! ' C. t~ll vou . 

..,,. - hov ro you find t h1n"'8 in - 1n Y'>Ur dis trict? 
''"•t t•nnl t' t h e:v l i l<e to hi'VC'? 

· ·p~, , ..,. ~Ave chec'~ed a - o'"' , ..,ro"'.~bl:v tt·enty- four ...... 

' 'PO , 

, . b~~:n·<El nnd conor a ttone , 1nourl\noc oo.,'.,P.n1es, a'ld 
nrtH , for CX8"1')le , tl•e 'J,. t i onnl !lnnl: or Det roit , \·!hi oh 
',.. !' 1 ,.,rf"P h1Jvrr - why , tl"PY woult1 r 11.ther h n ve f! - I!.. 
'""" t.Pl' "' nf P b\ 11.1o n en~ P ~hort te r 11 of fi ve hundre,q 
••l'l. l o:>n nround flvo :veRr~ . 

' '\ .. ,, ,. ~hort t er'""~ • 

.. p' 

,., , .. ,.,f"' .,e t,u~it, ... ?~ tl-1 ~ tw'> ""t\ r roflrt el 1s rOOu t 
.... ~ .. t,·- ·'-~~rE"'e t n f1 .... tv- -Ptve ~r flft·r- ..,.our - ~i~·t··- F!.x • 

"'"o·r "'l'OhPb'. •r ,.·Quld be ""t1~f1e~ 1:1 th one And " 
C"'1Jfll•te:-. 

~.,~ t,C" f'llrAt ''etl onf'! 1 of "\1t'l''l''"eC - ... l f!rroe b'lvaor ­
t' v , t!:E'- ~.; 1 6 r Rt'her hrVe tlnC tfUmt" et t'WO ... n(i C" C"Ut'rter 
.. r..,unc! r·, ~t:v-"our - "tftv- ctx. 
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n,..,,o . 

·-r . ·rn nn~"'~' , ?'or..,.enthPu . von •r r on I'I"'Y loud('lncA.kE'r ~tnd , 
1M 1 c't' ~ the "'rt>Ail•Jrv , ..,e.,bcrr r,f t he ~"l('n · ·erlte t 
~~"''lllt 'tel' 11re list.,nin"' . T J••nt t''"""'l t I ' d t<>ll vo,. . 

n .. 1 r 1"'ht . 

. .,.,,. - 'low c'o you find t h1n"9 in - 1n y<>ur c' 1 st~1et? 
'"'• t •·nul<' t t-ey l1lte to hi'V<'7 

. . bnnks nnd col"'"lorat\one , 1nournnce CO"''ltt.n!es , end 
nr>H , for exe.,..-,le , the 'J" ttonal nAn!: of Jetroit , •.-lh1oh 
1 ~ r 1 ,"1rf"'P bnyf'r - why , tl, Py wnul~ rRther ha v e !'. - f" 
l"TIO' tP l'"' nf' P b\ 11.100 80~ A ~l10rt ter"1 o f fi VE' h und rpn 
••1'1'"" nround fi ve year~ • 

•·1. th ,. ohort ter"l . 

\'l · •·p ·1et•Jri tv ot t h e two p ncl I' ru.,rtt>t ' s ·bout 
... •""tu_ .. ,.,r ee t o fl ... tv- .#Olve :»r f1f"t·'- #our - f'1'!"t··- 1=' !.A . 

~"~ thP :"t'tro1t hAn'· 1~ -tiO'l"' t h e ~·.,P. lines . 

~"r ·r nt•ohPb'.'f 1··ouln be "nt1sf1e., 1:1 t h one And • 
rn, l• te:- . 

A.n~ t"tr rlr~t ··a.t•onttl of ' '11\'tnJl~ct - ... lf'l l""~e b~Jvor -
1 ' V , tl:p --;1 (\ rRther htt VC r>nC \.A~11~ &t t¥0 "'nd f' t"'U~rter 
.. r"~unt'! ri. !tv-#our - 1"\ftv-r tx . 
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I see. 

And the Continental would rather have one issue, but 
the Northern !rust Company and the Harris Trust -
why, or oourse, they are - they ' re sold on the - on 
the Ahort onl;v. 

vt'Jr: I s ee . 

V; 

""'Jr: 

Y: 

Jll~Jr: 

m•Jr: 

": 

~'Jr: 

Y: 

Y: 

"''Jr: 

And - and t he City llatlonal alon~ the same line, 
although they- they t hought thnt the - the two leeuee 
>lould be advisable . 

I see. 

~!ow t he insurance oompan1es that we tal ked to - why 
they reel that t hey would rather go lnto the market 
and buy the tvo• s and a half nov outstAnding rather 
than to - to buy the two and a quar t er's. 

Yeah. 

And I also talked to the Continental Casualty whlch 
1e a oretty good buyer and they - they thought that -
that t wo i"eeues were adviBilble, but they would rather 
buy the two's and a half now outstanding. 

Yellh. 

And the Security dealers, they vent two issues, end 
T lu\d two suggestions from then tor thl' shorts to 
have ~ - to open up the tvo •s . 

Y~ah . 

~hat was the only suggestion I had - like that . 

I see . 

Ah - hut the - nearlv pll or the Pmnller institutions, 
the smeller buyers -· vh~ they recommended two issues. 
But t he Continental and the Piret Wisoonsin- Mllwaukee 
~nd one or two others - why, thev•d rather have one -
one ie•ue and to seve the eho~t t erm ror future 
n~1·kets . And one or two ot them would like to have a 
three-year one per cent, but t hey - they were 1n the 
nlnority, And, so t hat ' & ~bout the story, 
l!r, f!oeoretary - I he.d twenty-tour - oheol<1nge. 

Fi ne . Well le t me ask you this : What - what will be 
their ettit~de , do you t h ink , r.rlde.y about aubecribin~ 
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vell, tbe:r- bere'• ... , •arlJ aU ot tbea to14 •: 
Retrar•U••• ot 1dlat Ute u- wae tbe:r "" !'01118 to 
eubeorlbe for the - tor Ute - tor all tbe:r oould 
anyvay. 

Good tor Ohtoaco I 

And, vtth the poaelble exoeptlon of one bank that eatd 
that they juat - they juet oouldn•t naee the long 
tem ••• • • 

I eee. 

•• And - preotloally all of thalli eeld regar4leaa of What 
1 t Vlla , why the:r were I!Olng to eubeortbe tor the - tor 
the llalt. And, of oouree, naarl:r all of thea are 
k1ok1ng on the - they want a hun4red per oent prlrt­
l ~ge ot oep1 tal an4 IIUI'plue - - 1n praoUoall:r e'n11'7 
bank. 

I eee . 

'!'hat 1e - and, ot oouree, that• a out thla Uu, but 
the:r - the:r aentlon that praot1oall:r ln e•er:r - aYer :r 
1nqu1ry v111 want to know what• a golng to be done 
about that. 

I thought Bell sent that out. 

llell , that vae - no ohange thU UM. 

Yellh , but the - no ohange' 

llo ohange , a a tar ae the banlte are oonoerned - they 
Olin onl:r eubeor1be for tltt:r per oant. 

But tt>Jtt vae auppoaed to han fr()ne ou t "onda;r. 

llh-huh, Well, the:r - the:r knov ebout that, but t he:r -
the:r had retarenoe to future 1aauee. 

~Jr: Oh. Oh. 

Y: P'uture teeuee and the:r all are anxtoue tor the - tor 
the hundred per oent prlrtle~. 

1{11J:r: I eee. 

Y: And VP had - had. two that thought that ma;rbe a ten­
year bond - but the ten to tvel•e :reere would be 
aat1eteotorY t or one teeue - but the:r would rather 
haTe the twO. 
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I M O. 

And theY t hought they ' d sell around a hundred one 
an~ n ~uarter - most ot them. 

Well . Now 
~nything . 
entisfied. 

let me see 1t anybody wants to a sk you 
That ' s a very good report; they ' r e a l l 

Yen , a nd I t h ink t hat, regardleoo or what they - what 
they oai d about the - that whatevnr, for example , i t 
vnu ' d out out one issue , why- they feel it'll go 
over with - one or two exceptions . 

'/ell , I'o ver y much obl1ged to you. 

Vpf\h; All right. 

':'hRnk you • 

All right. Goodbye . 
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B.li.JR: Chioago !eeb better than the reat of 
the oountl'f . 

),[R, ECCLES: It is farther r .. oTed. 

UR. BELL: Farther from Singapore. 

KR. ECCLES: They are oloeer th&n Boston. (Laughter) 

B.li.JR: Well, I don't - I think you know I decided 
we wouldn't do it until Frid&y morning. I thought we 
llistht ae well han an extra day. You have been very 
quiet there, doctor. 

liR. GOLDEl.'-'BISER: I hnen't anything to eay, Jlr. 
Secretary, I aa well satisfied with the two and a quarter 
bond. It you wanted a note for your - in your cupboard 
!or eafety, I dcm' t think that will do &nf hal'll but I 
think you will get your subscription and you won' t baTe 
much of a eeoondaey market. You won •t have much of a 
problem in the eeoondaey market. 

B. ll. JR: Piser? 

liR, PISER: Well, I would be in fnor of putt~f 
the whole iuue in a two and a quarter bond. I th · 
the market will take it on ita own but if not the Federal 
Reserve could c<me in and support the market, if it 
proTed to be necesaaey. 

KR. ECCLES: Piaer, let me uk you thie. You wouldn ' t 
aee &QT objection to putting out a three year note priced 
ney oloee to pe.r I. aay ae the Secretary indicated, fr011 
eight to twelTe tnlrty. aeconda, would you? 

liR. PISER: I think it would be better if it were -
not done because there might be some reaction in the 
market that the Treuuey waa scared of the market and it 
aese to me thia is the time that you ehould han a bold 
financing policy. 

MR. ECCLES: Except you have got out!ite like the 
Guaranty in llew York and you han got certain other banks, 
&e hae been indicated, that won't take a bond and will 
take a lhort ieeue. How, the qu11tion 11, ahould you be 
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arbitra!7 and sa~ to them, "You can either take this 
or nothing, • or 15 it sensible to say, "Well. all right, 

we will gfve you a three year issue here priced ver, close 
to the market if you - if that is what you want"? Should 
you attsmpt to say within reason some of these banks that 
I can ' t personally say that - I can' t feel that we should 
try to fo rce them into a long:term bond • 

• 
H.J.I. JR: That is the v:ay I feel . That is what you 

(l.!cKee) said. 

UR. ECCLES: And if it is their policy and their 
judrent they don't want to go in for twelve or fifteen, 
lbs. is a long while, and they don't need the earning 
from the higher rate and they are willing to put their 
funds i n to the sho!'ter one, then w~ should you say 
ths.t you are not going to give it to them? 

H.M.JR: There is one thing I just said to McKee. 
Supposing the thing goes sour a.nd they say 1 "Well, we 
told Morgenthau we would go for a note, but by gosh he 
wouldn ' t give us one, he was stubbom and he wanted a 
bond. " Now, if we give them a note it is there . I 
would be surprised 1f we sold a hundred million of th·em 
but u l east, again, these people can' t say that we are 
t rying to force something down their throat. 

~. El CLES: I wouldn' t like to see it divided so 
that ~ou put a billion of one and five hundred of the other. 
I don t like that. I like to put the billion and a half 
with the option to - but the option to take the note is 
as unfavorable as you can make it. 

H.M. JR: You and I agree. I don ' t want to divide 
it up. It is there for anybody that wants it. 

l.lR. McKEE: Well, what is the harm in having all 
kinds of goode on the shelf? I can't be very much 
impressed with that. The A & P has done a pret ty good 
job selling all kinds of soap. 

J.!R . ECCLES: Would you mind using another example? 
(Laughter) 
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ldR. HAAS: A cafeteria . Help ;yourself. 

H.U.JR: Could I leave you with this impression, 
and call you up again, ma.ybe between three and four, 
I take it that you people have no objections, as of 
this oornin~, if we want to go ahead with a two and 
a quarter \"11th an option of a note with eight to twelve 
thirt;r-seconds, and I take it if we do something like 
that you people are ready to stand behind us a hundred 
and one percent. 

Ult RA!lSOJ.!: We will stand behind ;rou regardless 
of what ;rou do. 

H~.JR: Well, I know, but it is just as nice to 
stand behind something that you like. 

UR. L!cKEE: I don 1 t know how Ronald feels, but that 
is agreeable to me. 

1m. ECCLES: It l ooks all right to me. 

H.M.JR: Row about it? 

UR. RANSOM: If that is your decision, ;res . I 
noul d pereonall;r prefer to see ;rou do it in the bond. 
I think it would go all right but it is a rather close 
decision and if you, in the light of ;rour surTeJ, bf- this 
oarket, think that to give them an option will help ;rour 
situation, then I don 1 t think it is an;rthing about which 
we should object. . 

H.L!. JR: But you people are agreeable to the note, 
aren 1 t you? 

ldR. McKEE: Yes , I am. 

H.li. JR: And you are, Yarriner? 

YR. ECCLES: Yes, I am agreeable. 

loiR. McKEE: As l ong as you don't allocate 
any certain amount to it . 
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B.~.JR: I won't. 

J,IR, ECCLES: The way I look at it, mal'ket financing 
must depend upon the banks to a vel'y lal'ge extent as 
underwrltel's . Nowi if you have got a lot of the banks, 
quite a substantia numbel' o£ them, that say, we are 
not willing to go in and take a long bond but we al'e 
willing to take a note, then it seems to me that it would 
be rstlier t.rbitl'aey and poeeibly a mistake in policy to 
not bring thoa e banks in tba t al't willinf to t&ke this 
short note, espeoially i! we don't make t - it we make 
it un!avorable, as unfavorable as you can. 

B.loi . JR: Ylell, B\lpposing we wait, \'lbat time will 
this muket close, around !oUl'? 

I.IR, HJ.DLEY: Four o 1 clock. 

H.J.I. JR: In the neighborhood of four I would like 
to call ;you people up and we will keep open. lq mind 
ie open. 

MR. ECCLES: Ronald, are you free at !our? 

J.!R. IUNSOll: Yea . 

lo!R, ECCLES: John? 

loiR. l!cKEE: Yes . 

J.!R. ECCLES: Let • s do this. We will arrange to be 
togethel' . 

H.ll. JR: I will call you shal'p at foUl' . 

J.!R , ECCLES: We will be togethel' . 

J,IR, llcKEE: Does that mean ;you are going to announce 
it tonight? 

B.ll. JR: Oh, no but--
J,IR, BELL: Well, we do intend to send the information 

do we not, to 
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the banks tonight but to hold it for releaae- ­

B.!.!. JR: Until Friday morning. 

!!R. BELL: That is, tcmorrOll afternoon, we "Ifill tell 
th~ to go ahead and mail it out to the banks. to release 
Friday oorning. 

:.m .. ECeLES: When will you release it to the 
market? 

!JR. BELL: Friday morning. 
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Handed to the Secretar7 by Mr. Eccles 
toda7. 

• 

I 

• 
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October 7, 1941 

FDIM!CIIfG PI!OGM!! 

In view of the enormous amount ot financing that the Tr""sury 

rill have to do in the next f ew yenrs , it is eaeential to fornulate as 

soon .a pouible a long-time policy in regard to tho char acter of the 

~ebt structure that it is proposed to bulle! and the interest rates at 

ohlch the l'wlda ehould be obtained. 

llonetaey policy, at this time, 1o elosel;r related to and de­

,..,dent on the financing policy of the Treasury . Both should be related 

to ~he Govel't\lr.ent ' s general pro,ram to fieht inflation. By itself mone­

tary notion eM accomplish little, but it cnn play an important part in 

a general progrM pursued by the Government in all fields . 

The following observations are presented for consideration 

rlth • vier. to having the aetbod o! Treasury !innncing contribut e to the 

&chl t vo::ent o! the general objective of preventing inflation. 

In the long run it will not be in the public interest, and con­

« uer.t:cy not in the interest o! the Treuury, 'IIIIi ch represents the public, 

to obtain fll:lds a t r ates so lo" as t o l ead to aerlous conse.._uences in other 

fields. A rate on opon-carket offerings thnt 1a too low will have the 

effect or diccouraging purchases by individuals , insw·ance cCl<l~Dalties , trusts, 

endol'o1!0cnte, and educntional end philnnthropic institutions. They will suffer 

fl'Oill tho low rates on their holdings of Govommont' • ond will tend to seek 

outlets in other s ecurities or to bolo their tunda idle. On the other hand, 

b<n. • • hnving a large supply o! idle funds , will tend to buy more Government 

~., ,, . , ,- • I . -
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,ecurltiu ill order to uke up in YDlt~~~e ot holdinc• tor tbe clec.llne in 

rat u and to maintain earning• at a level eutticiont to ~~eet expensee 

and dirtdonda . 

Allolling rates to go too lo•, therefore, would wori< "4(ainat 

tile purpoeo of the Treaeuey to finance the mn1 mue poaeible UIOWlt ot 

11.1 requir-te through aalea ot eeeuriti .. to othera tbaD -reiel 

t.enU: aa the rate goea dom other~ .ul bu;r le11 and banluo .u1 ~ 

..,re Oonmuot eecuritiea. Sueb PID'Cbeaea .u1 nell tbe elread;r ex­

coaaiTO wl=e of deposita. 'lbe deposito ao created .ul, ill tum, add 

to tile b~ power preaaing on the liJd.ted uowtt ot goode aftilable. 

Thq wUl be an IJitlaticnary f actor. 

Except tor the tact that aalea ot eecuritiea to banks require 

Interest pa,ymente and do not increase but rather utUize bank reserves, 

t.be prceeu ot financing defense or war throlljlll the eale of Government 

obll.rationa to the banks baa the aame econoaic ettecta aa tl.llancl.llg 

t.brcU£b tbe prl.llting preea. In either cue t iecal nelda are Mt by tho 

creation of new IDODI!)' rather tbaD by the use ot -'117 elread7 in ox:iateoce. 

Both couraea ot action are intletionaJ7. 

!xpe.rionce abowa that intletion, aeide !1'011 ita otho.r econOid.c, 

f~cial and social eonaequeneea, results in a r apid .riee in interest 

rates . E'fOl'y Wlation ill hiatoey hea boon acccnpanied by high, sometilllee 

by fantutic ratee ot interest. iben the value or moner ie ahrinld.ng, when 

tile lliOwtt ot roods a dollar .u1 bu;r ia declinin(, holder• ot _,"7 are 

~·r to txebence it for land or goode, but are r eluctant to lend it, for 

-
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toar tioai. \be ~ p.- fit tM pr'MIPIJ .ul 4ee]tp, OU.. -

lllfl' to borr'CIW ill order to -··' tile PI'DIIf!lt. 1JI\o Nal. ftl-. -

~are relut.ut. .,.. bwiCacr• ..._., • riae ill ~ re\M s.. 

~amWbl•· 

'!he extrao~ low Jiel.cle tbat. pren1l 1n t.be ...at. t.111.e 

-- ..... bro,Pt. .-t. l.&rlel.T 'b7 ..... pw I ........ 001114 .. I .,q 

DOt " IUtdned wS.\MG ..u...4 laa&l .u ...... ~. II 

01Pit.t.IJ.H OD t.be p ...... t. low 1nel. of l.q-t.iM Jiel.cie 811'1114 \el ·te 

-ua. t.ll• epiral ot ~ raw., _.. Mall pa I •-· _.. -., 

nUl~ rat.ao, 1114 uU.~, u iJitlaU. pre;r-, a lbarp 

rile 1D rat.ao 8114 a onara drop 1.a tM prloe ot ell tuad int.e&llll 

boari.Qc obllpt.iCIIUI, 1nclad1Jic 11.-'-' -.ri\1 ... 

J. n"iiAa of illtareat. to t.be ~ troa a turt.ber 1-

erlllr ot t.be coupo~~ raw aD 111111 ballcle to ba 11M1Md -· t.ba...r-, 

woiWI be~ • ~ M..U, 'llb1oPI 811'1114 1n ell jR'OMblli~ ......J.t. 

ia ,....tar cl1t.t1o1&l.U• 8114 ....,. 3dPir eon.. tor ,....._,. tiJianoiJIC 1n 

Ill.• act. t.oo diaiallt f'Ut.ou:&. It 811'1114 .a. illcraue t.M r11k ot .,.;,Ject--

111( tlla coomt..,. to ot.ber 00111eq-•• ot iJitla\1011. 

tiD t.b1 ot.ber baDd, tba oelecUCID - ot a out.aiJiabl• raw to 

-lt1bah t.bo core ot a pettU1l ot rate& 1101114 lihb1HM t.lle 111-UGD, 

f&o1Utota the dnllo,.._t ot a procrao ot crec?1t 0011trol1 1114 bolp to 

.... id ....... d1t.t1GQ).t.1 .. 1.a ~ ..., ,...,.. to -· 
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February 11, 1942 
12:06 p . m. 

Hello. 

Hello , l·lr. Secr etary . 

Bell ' s here with me . 

Xeah . 

The other ~eoole have lett. Whet'e your 
thought ne w? 

·;ell , I'v·e asked llr. Rouse to tell you " hat 
we thir~ or the idea on ooen end i&4uee - tvo 
isauee - from the mP rket' s s t andpoint. 

Oo ahead. 

Nell , i t seems to me t h11 t it Jus t emphasizes 
what Allan sa i d earlier of being n billi on one 
A half afra id. And then mechanically ..... 

Wh en i t ' s bad news , Sor oul lete Rouse tell me , 
huh? 

(Laughs ) 

(Laughs ) 

• ell, I r a ised the ouestion right a t the ~tart 
or the mechanical difricul t ies i nvolved. 

Xeah. 

And you t ake s ubecriotions for b~ th , ~eop!e 
would be subscribing t o a blind pool and t hey 
wouldn 't know wher e t hey' d come out. Xou could 
have no trading aft er t he books closed until 
the a llotments •• er e announced eo oeople knew 
wher e t hey stood . It ~eems t o me to be an 
almost impossible situati on that would be 
c rested from the s t andooi nt or the ~a rket, 
and a t this poi nt an i nnova tion of t ha t ltind 
I think would be ~ore disturbi ng t han co~­
f orting. 
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Well, now, the two out or the three 111mbere 
o f tha red liked it, the Open MArket Co~ttee. 

Vell, I don't know - nfthand , it ~~ay aae~ l ika 
e good idea until you get t o t hD meohanlce end 
eee what the effect ie. I'm not sure t he t they 
would underetand bov the mechanics would work. 
How doee Dan feel about it? 

Wait a IDinute . 

Reno. 

Hello, Dan. 

We have no d1tticult1ee her e, Bob, i n working 
out the meohanica.l end or it; but I had some 
ID1sg1v1nga about the eame point you raiae. 
But I think we could give the market on Saturday 
morning, aay, aporoxiaately the baaie of allot­
ment. How, would t hat be soon enough? 

Well , could you spell it all out in extension 
with the otter1ng ae to bow it would be handled? 

Ob, yea. We' d aay that ve'd otter a billion and 
8 halt dollare or Treasury n'otea and Treasury 
bonds, and t hat the amoun t ot each issue will be 
de ter mined in proportion to the subscri ptions 
received tor each ae related to the total offering. 
We d1d thet in 1930 on an eight hundred million 
dollar issue ot certi f loatea - two oertl!ioete 
issue a. 

And you could get out eome preliminary t1guree 
Saturday morning which would be close enough 
to give the market something to go on. 

Tha t '• right. Ot couree, ve couldn't get the 
mail e tutf that ca~~e in midnight that night. 

no. 

I don't know vhy- ve'd probably o l ea it some, 
too. We certainlY could bAve lt out by Monday. 
Probably wouldn't be much trading. 
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We ouch' 'o ba,. U llon4aJ. 

We oolll4 baYe U MondaJ, beoau1e SaturdaJ a t 
noon we ba•e prettJ aoourete tiauree on tbe 
total eubeoriptione an4 we oould ear then tnat 
the note - the amount or t he note w111 be i n 
th~ nei&bbor hood ot t our hundred million, and 
the .. ount ot the bond oen be a billion one, 
it that'• what it turne out. 

And on the baate ot JOUr announoeaent ot 
llon4&7, people oolll4 eubeoriba t he 11a1 t on 
each. 

No. !he boolte wollld be oloeed then. 

No. You anDounoed laet Monda)' that the aame 
rlllee would apply that appli ed i n December. 

Yeah. 

'1h1dl11 tbat it a b a nit bad a llmi t ot un 
billion eubaoripti on, it could eubeor1be t en 
million t or each. 

Yeah, tbat 1 1 right. The)' oould eubacribe on 
eaoh ieeue on t he baeie ot tbat formula sent 
out llon4&7. 

And JOur baeie ot allotment would be in pro­
portion to the ..aunt eubeor ibed. I n other 
worde, JOU wouldn't reduce in advance Jour 
baee ot allotaant to eell mor e ot one i 1111e 
then the other out ot proportion to the aub­
eoript1oo. 

No. We aot t our billion eubecriptione i n bonde 
and two billion aubeoriptione in notee; we'd 
give a billion 4ollare in bonde and t1ve hundred 
eillion in notea. 

Yeah. 

Two th1r4e and one third. 

Well, I ehould aay that lf you could get out 
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R· 

8: 

R· 

B: 

R· 

- .. -
a r•aona'blr aoounta tonoan on lahi'ISaJ, 
1 t wolll4 Het the obJeoUona to the .aftet 
auuauon. 

We aan haYe 1t out Juet aa aoon •• we haYe 
the t1nal reports 1n, and I ehould aa:r ther 
ought to be 1n here around between ele•en and 
twelYa. We aould g1Ye out prel1m1ner y the 
night before, but Of OOUrll we WOuldn1t haYI 
the aa11 reporte. 

Mo. 1'ber're not •• ••• 

I sean, we haYe aa.e b1g .. 11 raporta. 

Xou get aoae blg aa11 raporta, end they're not 
uaua~l:r aYa1lable nen here and the au~e Uae 
that rou are unt11 prett:r aloae to eleYen o'clock • . 
Yeah. Vall, I aay, we UIUallJ Sit our rel)Orte 
between - around twelYe o'alook the next daJ. 
We oertalnl:r oould ban the• out b:r Monda:r 
morning, end there 1an' t muoh of a market Seturday 
an:rhow; and I'• wonder1ns what harm would be done 
Saturda:r morning lf there 1an't any trading in 
them. 

Well, there normallY 11 no tred1ng on Seturdayl 
but w1th the booka oloaed Saturday nlibt there d 
be trad1nc, and we'•e had a good deal or preeeura 
by the dealer• ooa1ng to ua and •usgeat1nc that 
the aarltet be kept open and aoae au&&eated until 
one o 'alook, and aoae unt11 tour. Wi'•e te~en 
tbe poe1t1on that lt ebould ba Juat a normal 
da:r'• trad1ns- etert at tan, aloaa at twel•~ · 

Ub huh. 

That there abouldn't be an:rth1ng unuaual about 
1t on the general theor:r 1t will Juat fao111tate 
tha aubaor1pt1on dealer, the fellow who'e tr:r1ng 
to aall aubaor1pt1ona ••••• 

And he oan take a noatlon on th1a laturda:r. 

•• • •• aore ~n tbo .. that are bu:rere of aub­
ear1pt1ona. 
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fila tu•n IIOI'IIlnc. 

Well, dO JOU 1hlnk that llllOA nara would be 
done it ve g~! it to JOU by openi ng ot buslneee 
Monday' We ca n get lt t o you Saturday, but 
the aarkat vould probably be cloted. 

Well, the hera le done on Friday when oeople 
don't know bow to eubeorlbe- they don't knov 
how t o uka thelr oeloulaUoa. and 1 t would tend 

to throw - to be eat e - to throw the eub­
eaription to thl note, vhloh 11 what you don't 

Wlnt. 

No, I don ' t get that. 

Well, they'd rathar ?lay tate - tbey could go 
the li.tt on the note and there'd be no bare 
done, and they probably would tend to - tbey 
•lght tend to out down thelr eubecrlptione t o 
the bond becauee ot the uncertainty. 

Then ve'd giYI them more bonde. 

GlYe t hoee t hat eubeor1be more banda. 

Yeah. 

Then ther e are alwaye eoae who aould tlgure t ha t 
Jutt that would happen and eubecr1be t or mort 
bondt tha-n thty wanted and get ceught on a 
bigger allotment hate. The whole thlng, I know, 
ie bound to be oontueing to the market. It' e 
alway• notablt bov l i ttle comprebeneion and 
underttandlnc ot a thing or tble eort there it 
on their part. The country bank• dOn't under­
ttand, and thty don't know bow to do lt. Tht 
benkt 4on't underttand eYan tbe •i•pleet inttruotione. 

It ' e eurpr itinc the uount or error •• baYe, and 
you'•• teen that yourtelt, ot couree, ln a good 
aany tielda ln dealing with tbe banke. 

The 8earetary W!llnte to talk to you. 

Rtllo. 

Iu. 
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I'Ye P' ao obJeoUoa 1t 1011 •nt to U7 u 
out oa a t .. pooPle. Bello. 

:r ... 
Wbl dOn't JOU tr, it out on a few people. 

All right, we'll do thot . I think we'll 
probably get no great help trom t hem 1n r1ght6. 

Well, the onlJ thing i a they might be able to 
underatand it better than JOU thinlt. 

(Lauche) Well, it can't 40 anJ bal'll. We oan 
tr, 1 t. 

Bl!Jr : TrJ U out. 

R: All ript, we'll do that. 

~r: Vhr don't JOU try it out . 

R: All ri1ht, we'll trJ it . 

Bl!Jr: Well, now let me aek JOU thie. Let'• eay that 
theae tellowe don't undere t and theee th1nge. 
I thousht I might do th11 and then be known aa 
the 1reateet Secretar)' ot the TJ'eaeur, e1nce 
Ogden ll1lll. 

R: ( La~&~hl) 

S: (Laupe) 

Bl!Jr: Beoauee be did it. EY1dentl7 - and did it 
eUOOIIIfullJ. 5o - well, let 1 1 eay we don't. 
Then what do JOU ad•ieef 

S: Could you put cut a billion at two and a quarter 
and then tiYe hundred 1111ll1on in a note? . 

Bl!Jr: No, tbat'e what I don't want to do. 

S: That, JOU th1nlt, puta a price on your uncertainty. 

HI!JI': Y11. '!'bet'• where you end I ditter. 

S: Yeah. 
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~Jr: Tbet puts a label on my uncertainty. 

S: 

HI!Jr: 

S: 

!!l!Jr: 

S: 

S: 

HIIJr: 

S: 

Yeah. Well, we'll. ••.• 

No. I think 1f I can't do 1t my way- or 
rather, I don ' t want to ••~ my w•y, the way 
I euggeat - than l t 1 I 11 9~· 11 my 
money on the - what ie it when you just place 
to w1n, what i s 1t, on the noae? 

On the nose, ·yeah. 

On the noee. 

Yeah. 

On the nose. Yeah, I'll put it all on the 
t wo and a quarter. 

Yeah. 

Not to place. 

Yeah. 

HliJr: Is that correct? What 1a place? 

S: Place is •.... 

!!MJr : Second. 

S: Second, yeah. 

'!!Wr : Well, tba t' a right. Thle - what I'm suggesting 
ie putting my bet place, you eee, you give a 
fellow a fir st and eeoond ohcice. 

S: Well , we'll. ...• 

HliJr: You think it over, end I'll be cal ling you up , 
oh, around three o'clock, eomewhere around there. 

S: 

IIYJr: 

And we'll check that over meanwhile with a few 
people, and see if they react favorably or un­
favorably or with eonfueion. 

But I Juet went under the- if i t' • good enough 
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t or Ogden Killa , i t ought to be good enough 
t or ae. 

(Laughs ) Yeah. You ba• e a bigger pr oblem 
tMn be e• er bad. 

That ' • right. That'• r1ght And he died. 

Well , ve won ' t go into that . 

All right. 

All r t sht. 

Olte.y. 
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!DIJr: I oan't reaember whether I aaked JOU to pre­
pt~re a 11 ttle booklet ot the good rnieve. 
I don 1 t aean lilte Juet a photograph or Donald 
Duolt, but the ori tloieaa - lilt a the one in 
the Tribune? 

B: Yea, alr. 

!!l!Jr: Rave JOU got one tor eaab member or the Com­
mittee? 

B: I have it in preparation, but I haven't it 
t1niehed 7et, Mr. Beoretary. 

!!l!Jr: When will 1t be t1niehed? 

8: I think I oan get it t h1e evening- this after­
noon. 

!!XJr: No, no, no, no. It 1 e got to be up here by 
two-thirty vi th a letter f rom me t o each meaber 
eaying, 1 MJ dear Senator Glaee, I'a sending you, 
enoloaed berevltb, oop1ea or aoae or the reviews 
in the newapa~er ••••• 

8: All rigbt, elr. 

!DIJr : ••••• ot 1!be New Spirit' • . 

B: All right, e1r. 

HliJr: And I want that - plue a complete eet - they 
oan do it down there in the ••.•• 

B: Pbotoatatlo. 

lDIJr: Yee. And I want i t up her e by two-thirty w1th 
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a letter t roa ae, and I ' ll a1cn one and aend 
one up by aeaaenser by band to eaoh ot \heae 
people,. 

8: All r1ght, a1r. 

Hl(Jr: But 1t's got to be Ul) here by two-th1rty. 

9: Yea, s1r. 

Hl(Jr : I thlnk I aeltecl you thle JUterde;y. 

8: You dld, Mr. Beoretar;r. 

!DIJr : lieU , they ought to - the;r oan turn that out 
down ther e . 

8 : All r1ght, a1r. 

Hl!Jr: And 1r you - Juet get buay and have the letter 
Just along those l1nea, and then we'll send 
them up by hand to eaoh m~ber ot the r1nance 
Commit,ee, starting with Carter llaaa. 

8: Yes , air . 

Hli.Jr: And I want 1t by two-thirty. 

8: Al l right, Mr. Beoretery. 

HJCJr : Thank JOU. Hello. 

8: Yea, air. 

I!I!Jr: Show the letter to Kuhn bet ore JOU han it 
typed. 

B: Y i ea, e r. 

I!I!J r : Thank ;you. 
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RJCJr: Rallo. 

Go•· Roy A. 
l.'oung: Hello, Mr. 8eoretaJ7. 

~Jr: Yeah. You 've got me alone, now. 

:r: Well, wben I talked v1 th you be tore there 
happened to be a banker 1n 111 ott1oe. 

HXJr: Yea. 

Y: !bat' • vll.7 I uoueed 1171elt to go 1n another 
r ooa. 

l!!!Jr: 

Y: 

l!!!Jr: 

Y: 

Hl!Jr: 

Y: 

HliJr: 

Y: 

lDIJr: 

Y: 

HliJr: 

Tba t' e all r1gbt. 

He vae the aan thet I 414n't talk to ynter<Say 
becauee he happened to be 1n New York. 

Yee. 

He'e avtull7 ooneerYat1ve, and I eounded h1a 
out on it a little bit, vb1ab I oould ••••• 

Yee. 

••••• better than eoaa ot thoee that I talked to 
yeltll'<Say. 

Yee. 

Ae near •• I oan tigure out, even the aoat con­
eerYat1ve are reoono1le4 to tbe bad neve - even 
voree than they ant1o1pate. 

Yee. 

And he .. 1d that h1e 1n1t1tut1on bad •de up 
1te alnd that 1t had to go ahead and do every­
thin& it oould and everything that vae requeeted 
ot 1t, even to a point or reducing tbe 41vidend• 
it not outt1ng thea out entirely. 

fl1&ht. 
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!low, 1D a441Uon to Ulat, I u.lltecl to anoUier 
'fe1'7 ooneei'YaU•• banker an4 Ule an1tu41 e"ae4 
to be pl'lttJ auob tbe ... e ; eo I cueee tbat 
aarbe tbl 1apreae1on ot 17 aeeoo1atee tble 
aom1nc 11 a l1Ule better Ulan 17 own. 

I eee. 

I think Ulat • •••• 

Kello. 

I aeeuae rou ba'fe 1n a1nd a epl1t 1eeue now. 

Not neoeeear1lr. 

Ull bub. 

Not neoeeear1l7. 

I eee. 

But we're work1ng on 1t. 

Yeah. Well, I tblnk eoae or them ha'fe that 
in ll1nd. 

HMJr: Y .. h. Well, thank rou 'fer'f much t or oal.l~ng 
back. 

Y: Yeah. 

HMJr: Thank r ou. 

Y: Well, f tbQught 'fOU 1 d l1ke tO get the IXJ!l'e&e1on 
ot t heee two other aen atter tble bad new• 1e 
out and e'ferrth1ng. 

RMJr: Yee. It'• 'ferr helpful. 

Y: Yeah. 

Hl!Jr: Thank rou. 

Y: All r1gbt. 
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IDIJr: 

eeoretai'J' 
eueeon: 

JDIJr: 

8: 

IIICJrl 

8: 

IDCJr: 

S: 

IIICJr: 

S: 

IDCJr: 

8: 

Bello. 

re~ U, 1,.2 
12:)6 P· • · 

Rallo, BIIU'J . I ne IOITJ ~t - toolr. ~t 
alnute. I coulc!n' t 'fal t. 

!bat'• all rl&M. 

But no• I oan - 4o ;rou want to epealt to •• 
about tbe ... , .. tter ae ;reettl'da1' 

It ;rou pla .. a. 

Well, ot 00\11'11, tbt e1tuatlon le bad and 11 
4etar1o:rs unc 't'II'J rapldl;r . 

Yee. 

261 

I Juet epolr.a to Mareb&ll aboyt it, and put to 
boa tbe anewar tbat I aa•• )ou Jlltll'da1 ~t 
I iboupt 1t wouldn't bJ"MMr. batore Fr14aJ. 

~ 

Yet. 

All4 be U11Dir.e I'• r1Sht etlll, al tbouch tbe 
tblqe are detarloratlq :rstber .ore :rspldl7 
tban I tbDupt 711terda7. 

•o. lou 111, ., tlnanolnc 11 on Fr14aJ. We 
ao to tbt oo\lllti'J tor a b1111on and a ~t on 
Frlda;r. 

Y11. I 111. 

llliJr: And tll17 ban up WIUl aldnlpt FrldaJ nlpt. 

S: Yet . 

IIIIJr : 11o fr1da7'• tile daJ. 

8: Yet . Well, ~t'U be a prettJ bad 4aJ. We 
ba'l'e wol'd. ~ t tlleJ' re runnln& tanlte O'l'tr tile 

oaue~RJ . 

IIIIJr: Good b.ea'l'ene! 

S: Yeah. 
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Good h.ea·une! 

But •.••• 

I don't announce 1t • •. •. 

••• .. 1t'e going taster than I thought yesterday. 

They're running tanka over the oaueewayt 

Yeab. 

Looks bad. Well, it doeen't go out ot the 
Treasurr until t our o 'olook t omorrow. We hold 
1 t until t our o'clock t omorrow. So I think 
I'll call you up Jus t bstore that, 1t I may. 

Yea. 

libat? 

Yee. 

I 've got until t our o ' clock tomorrow. 

Well, I'll be r1Kht on the - up to date with 
the news. TbereT• a little- I don't always 
ge t t hose meseages quite a8 olo8e a8 that. 

h'l!Jr: Well , I mean, supposing I oall you an hour in 
advance - t ell JOur 8eoretary I ' m goi ng to call 
up within an hour. I s that a.ll right? 

S: Yea. 

Hl<Jr : What? 

S: Yea. 

Hl!Jr : But I meant, I have until t our o ' cl ock. 

~: All right. 

HHJr: I 8 that preseing JOU t oo bard? 

S: Ob, no. It i en't preu1ng me. I was only 
eona1der1ng whether I would have the up-to-the­
date news on the moment, but I 'll try to. 
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81 

HIIJI': 

81 

81 

1!11.11': 

8: 

IDIJrl 

S: 

IDIJr : 

S: 

IDIJr l 

S: 

IDIJr: 

RICJr : 

S: 

- '-
•• u . . ... 
1011 He, w 4111'' 1e' U - U la'' like 
lla'fllll U baPPIDllll ln ~ nn' e-.,e. 

•o, I know. lila' 1t rou tell •• tllat the 
tank• are I'Win1118 o•er the oauuwar, I oan 
u" ., own lllallnaUon. 

I••· Yee, ther'•• .. 4, - the Japan••• ba•• 
.. 4e one et the .on anonlilblnclr cood 
oper.Uone *' 11111tarr bUtePJ ln reoen' 
tla .. lla'fl tnp,. 

!'be J....-e" lla'fe. 

tee, ~· Japan••• lla'fe. 

r ... 

In cen1111 aoro .. •• ther 414 tbat euai t 
the 'liN' ther 41d ud vi tb the •P"4 ther 414. 

Yeah. 

And th•r're 4o1111 a •••r COOd Job ot u. 

leah. 

And I bterd thle .orn1111 tllat .... u bad thrown 
11p ~" - a'fl41ntl.7 lle reprded 1 t aa or1 tloal . 

I Nil. 

llr enlr tear la tllat lle .., not set o11t . 

I "'· 
And - aow the lat"t neve ttaet Mar•ball pn 
•• wa• that, ae I ..,, tiler •••• co1nc ner 
the oa11eewar prettr ta1t. 

Ob lwll. Well, I 'll be 0&111111 JOU, &Jid I'11 
:let JO'III' .. or,..., pn rou an llolll''• nouoe. 

r... ot oov .. , rou'11 k"P th"' thins• to 
rov .. u - the detaue. Juet take - ..... JO'III' 

Regraded Unclassified



• 

264 

-. 4-

own JuciiJiant. 

IDIJr: !hera are no leake out of ., off1oe. 

8: Tbat'• r1&h' · 

!DIJr: 'l'here baYen ' t been Jet. I'a ltnook.lJia wood 
when I NJ that . 

s: !bat'• a cood plan. 

!DIJr: llo, there ba•• been no lealte 1n Dl.ne 7eare. 

S: Well, that' e. a •• • •• 

I!MJr : It ~ be aore l uolt than bra1ne. 

s: Well, I'a t1')'1ft& to help JOU on thle thine, 
beoauee I real 1&e bow 1aportant 1t 1e to 
JOU. I'n s1nn JOU ••el')'tb!-11& that I ltnow. 

I!MJr: !he tbln& tbat bothere ae 1e tbat there'• been 
oD17 one 1net1tut1on eo far baa ea1d, •Well, 
1t 81nppore falle on l'r1da7, we'll bu7 aore· 
than we would norwal.lJ. • 

6· l ee. 

IIMJr: In other worde, the ep1r1 t baa not 7et sot 
around that I bope t or. 

S: 01117 one baa eald that. 

!IIIJr: 01117 one. 

S: 

I!MJr: Of oouree the7 ehould. 

S: S.oauee 1 t '• - 1 t aeane that we'-re pt to 
!lake a real to tall tarlan effort . 

RMJr: Well ••... 

6: And ..... 

RMJr: ••..• theJ ba•en' t 1 e t •• down Jet, end -

• 
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but I Juat want all the 1ntoNAUon 10 I ha•e 
all the tool a a'l'&ilallla, lleoau .. the Pl' .. 1dent 
reliee on •• on th11 ent1relJ, and I don't •••n 
bother h1a with it. 

s: Yee. 

~Jr : I •ean, I don't bother b1a with theee at all. 

s: Well, the~ •••• 

l!IIJr: lo w1 th •• 1 t '• •ink or ew1•. 

s: '!he pioture 1e eo.bre 1n a IJ'Oat UD7 ..,,. 
!be pioture ie eo.bre, ae JOU know, 111 Ltbja 
and U'e hanna ill etteot in the ~ropean 
natione, like Franoe, and the eituation hal 
darkened up. 

BIIJr: Yeah. 

S: But the outetan41ng tb1nge eUll re .. in, and 
Rueeia hal aade a 'l'lrJ eurprieing ooaebaok. 
In the report• - the reporte, tor inetanoe, 
tbat I got thie aorn1ng were that the Ger.ane 
were abow1ng - wa7 up tro• Finland there oaae 
a report that the Geraane were 1n prett7 
deeperate etra1te tbare. !b17 ehowed it, I 
••ani and there 001111 in "other reporu tbat 
the7 •e taken out ot rranoe all - the onl7 
troop• theJ'•e got there are oezot&in ot tba 
poorer tJpe. 

!DIJzo: Yeah. 

8: 'ft:llna• like tbat. But there'• coin& to be a 
period ot - troa now on - ot en..r euoo•••••· 
un4oullte417, 1n the II thldl. 

I!J(Jr: Well, I told T. Y. Soon& laet n1S)lt - I eaw 
b1• out tor dinner - that I hoped that we oan 
take bad newe ae well ae the Ch1n••• ha'l'l tor 
tour and a halt 7eare. 

S: Well, JOU bet. !beJ'zo• doing •ilht7 well. 

ID(J~< : Won4ertul. 
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6114 Ule till .. Ula' 1 bawea't tol4 - well, :rou 
IMU'4 • -uoa 1' lletore Cbl louae c-1 "" ............ 

IIIIJr: 1Mb. 

1: •••.• the -n U ott an4 ••••• 

IIIIJr: Goo4 • 

1: 

IIIIJr: 

1: 

JDUr t 

1: 

BIIJr: 

S: 

BIIJr : 

I I 

BIIJr: 

I I 

IIIIJr: 

1: 

IIIIJr : 

II 

. • • • . ~· •Aft • • • •• 

••••• aD4 1 - ..U., "'" ••lDc - 1 hll :rou -
llYe ,_ wa 1 .. - ...... pla;rl, -.te lJI oa:- -
.. - 10 -- 41tf1011l'J 1D C!le 1141ea, we 1

ra 
plaJl .... elY MMD wblola I'n alWQD tboupt 
W 14 llaYa ,. fall Nok OD lJI Mati'DllD aD4 lD 
ID41a. 

I •••· 
AD4 "'" ooaoeacra•lna our toroea lbere • . 

1Mb. 

Alellrmp •'n aCUl tlp\lq 1:1&1'4 to 111114 lbe 
11141•• u tu u •• ODll . 

... ue u.ae tour-eaal ae 'boellera anuaa tbi'Oalbt 

-· .... Cl'OIIlll• -· ..... Cbat - 1lle:r ••• ~ 
aU ftP'• "' Ule;r laa•ea' t lleeD ball4le4 r1pt 
OYer tben. 

1-. 
AD4 "'•• ba4 to taka a llll peroaata&• ot loa••• 
'lle1 ... •liP' on lbe poun4. 

ror beawea' • aaka. 

AD4 - oil, 1 t '• lie aD alolten1DI to ••· 

1Mb. 

lac tor Cbat r aaaoa - I DaaD, tbe Japaa••• oaae 
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~· .. , .. , ..... 
!DCJr: !Mho 

a: 

l!ICJr: 

8: 

ID&Jr: 

8: 

IIIIJr: 

8: 

IIIIJr: 

a: 

IIIIJr: 

8: . 

llliJr: 

8: 

IIIIJr: 

•• • •• \bat ov peoplo 414111
\ a4ap\ *-•1• .. 

to vbat thor ahollld bawe. !her ran tb .. up 
to be .. , that were too olo .. to tb• tront, 
and, ot oouoe, \twJ oao be MeiMd ap oa the 
around juat ••••• ,. •• aD1 other plaoe. 

leah. 
AD4 tbQ' ban loot qa1to a lot \bat _,. for 
that roaaoa, ••'ro aot p1ac M pat .., 1a -· 
aa4 tbQ' • n oet \twa pro\tJ well baok. 

I eoo. 

All4 atll we ban • b11 ll'OUP - bll ~liP• 1a •* plaoe - wtM1I th01 4o aon, \iwJ U aon 
w11ih toroe. '!be .,. .. , thllll about alr - and, 
Of OOU'Oe 

0 
1t 1 8 all 0091111 to tba t - eYei'J'bodJ 

1 
8 

lMl'RlAC - that the areat thlna 1• \bat - u 
to aet 1\ 1a aaoaeo, and than it'• anoraoue 
adwantaae ot bo1DI able to ewara qu1GklJ en 
...... ... . 

• • •• • oo•u Uke ttw uwn. 

toal!.. 

!be Geraan• kDO'If \lie, an4 tl!.er'•e bean 4o1DC 
u . 
teall. 

ADd other people don't. 

leah. 
!be 11'1\Ub ba•e been on the abo .. \rl DI rlpt 
alona. 

leah. 

-----,-· 
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S: 

IDIJr: 

S1 

HIIJr : 

S: 

BIIJr: 

S1 

-. -
All4 W0 1YO MOD pret'J nab OD Ciao ... UI'111Co 
'boOOUO W0

1 YO MOD V)'lDC ~ bolp "'-· , 

Ieah. 

An4 lD thla oooo lD tbo hJ' &an, wo'•• 
euffero4 Yer)' ba4l1 froa l t. 

I eah. 

I\ 1 e 'boeD YOI'J expoDOlYe. lat wbONYOr Cla0)' 1 YO 
cot 1Dto aoUoD, Claar'n 40Da tip'J wou. 

I aah. Well, air, thank )'OU . I'll taka tbo 
l1bort7 of oall1DC apiD. 

Sure. 

JIIIJr: ~ 7011. DoD • t worr7 ab011t ••••• 

• 
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P~esent: Kr. Bell 
Kr. Jm>phy 
llr. Hadley 
Yr. Haas 
Krs. Klotz 

February 11, 1942 
2:80 p.m. 
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H.M.JR: Dan, your sheet is as good as any to see 
Tthere this dal!llstuff will drop. Have you got your sheet? 

MR. BELL: I can get it in a second . 

H.M. JR: Which is the last one? 

~. BELL: Isn't this it right here? Is this the 
last one? 

l.!R. HADLEY: Yes . 

UR. BELL: June 15, '52-'54 issue. Rigbt here , see. 
That ia your first issue, June 15, '52, right there. This 
is a vacant date, and there is where it will be called. 

H.M. JR: I see. 

Am. BELL: Right there, at six eighty one. That 
i s a '54-'56 bond, you see. This is a ' 53- ' 55. That is 
vacant, and then rou have got two--

H.M.JR: Now, just one second, please . 
to see what the difference ie. 

I just wanted 

/ 
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JIR. BILLa It 11 c1C111D three thlrtJ-IIOOIIdl. 

IIR. BADLIY: I 1101'ed it up on the bull that it 
IIOill!n • t be a billion and a half llllle. 

H.V.JR: Did you all IIIO'YI thllll up on that baeia'? 

MR. Bill.: !Dfhow, it wouU be fro. fiiVI' to eight 
poi.Jlh pl"ea1•, four to dpt thlrty-~toolllla. 

B.X.J!I !hat lm't ellftp. You are not prtllg • 
enough graq. 

JIR. BAN.I'f: too. can't gtt &ll7 aore thaD that. If 
7011 tl'7 harder, you will get leu. 

B.K.JR: Bow do fOU aeu? . 
MR. B!DLII: too. will eoare the urbt if you aalce it 

too short. 

MR. !ELL I llo • 

MR. HAND': 4bout a poillt preld1111 11 what 7011. o&D 
expeot on 1101t of those iaauu, cd it you baok back of 
Jme 26

1 
rou will l&lld on top of &ll ouht&Df!:J laeue • 

It you back back to Deoeaber '61, you will on top of 
another, aDd it won't be aa good a• it you IIOYI out 
farther. 

B.K.JR: lbat a'bollt the '62- • 56? lher• would that 
be'l 

MR. BELL: !hat would be June. 

B.K.JR: June '52, ·y••· 
IIR. BELL: Sua• plaoe ae the other one. 1'h&t would 

go troa there down to her• (indicating on table). 

H.K.JR: Be haa got one '52 and the other 1a a '54. 

IIR. BILL: There ie a little ditteranoe in the price, 

you'"· 

• 
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B.W.JR: O.I . 

JIR, BBIJ.: Here are the no tee. Theee are tlw on1,y 
no ant spots 111 the notlee. There le J1.111e 1945. and--

H.M.JR: We have got one 111 there. 

KR. BBIJ.: No, the bonds come 111 there, '46-'48. 

B.W. JR: lhat have 70U got 111 March? 

IIR. B!LI.: Five hUJid!oed three ailllon in the note~ 
and tour hlllldred eightf-nil1e ailllon ot the bolide. 

B.W.JR: What have 7011 got in 147? 

IIR. BBLL: You can't go OTer the five 7ear. 

B.W.JR: How about back in here? 

KR. BBIJ.: Yea, you can uke it September - December 
or September, ' 4.6 . They are both vaoant . 

H. ll.JR: What about December '4.6? 

MR. BEU.: That ia !our 7eara and ten aontha, cue 
and three-tighte. 

B.ll.JR: On the one and a quarter. 

KR. BEU.: That would be Septaber. 

B. ll.JR: What about that . 

MR. BBIJ.: That ie vacant. 

H.K. JR: That is about right. 

(Mrs. Ilotz left the conference.) 

MR. BELL: Have 70u talked to flew York on it? 

B.K.JR: No, I aa going to do lt now. While we are 

Regraded Unclassified



- 4-

waitlq, how do fCIIl • Qeopr• how do JOU feel &bcnat the 
aecbanloa ot thh th!Dg, o 1t optlcmal.t 

IIR. WSs I aa aha14 ot it. 

H.K.JR: Wh7? 

IIR. WS: I think oa one lide thne will be 
unoerteiat)- u to what the people' 1 allotuah will be 
aDd on the othn lide 'the l!Uta will pPObeblT aubaoribe 
to the full qOUJlt ill eaoh lillie, aJII! JOU will get a lot 
aou in the aote thaa 70U lib. 

B.K.JR: Where do JlN ataJII!? 

MR. B.US: I would ataJII! - I thlllk onP the period -
I 11ean thh Will' period Oil H;, I tiWilt 7011 will blproYe 
roul' u tuatioa b7 puttlq out the two 111d a quuteP all 
ln oae luue aad depead oa the Federal Relti'Te u 70ur 
uobor 111d be pnpued to han to Ult l t. 

B.K.JR: It ia a hell ot aa 111ohor. 

IIR. HllS: Well, I thlllk ~ur - thla 111chor bualMII 
ian't ao food, Mr. S.oretar,r. I think it la a littla • 
if 7011 pr ce that note, than 70ur aaohor wfll aiak before 
the - probab~ before the boacl, ln oalt a0118thi.ng happiU 
ud it do11n 't work a a well on a oath deal u it dllea ca 
a refunding. It 1a all OYeP ill a dq. • 

JIR, BILL: It 7011 han 111 illllll'1110e oo.paq that 
would ordiaariq aubacl'ibe toP two lawldl'ed lllllloa of 
bonda, it ll.l.dlt - thqllight •11• ... ll, w don't mow 
bow aanr of £heat bond• we aPe going to get, ao .. had 
better out our aubacPlptioaa to fit our oaah," 11141011 
•hbt ban that aubacPlptioa out W17 down to thirt)- OJ' 

tilt)- ll.l.llioa. 

B.K.JR: .f.t tour 7ea1'1 111d tour 110atha, that ia a 
Tloaat apot, ia't it, Juae! 

IIR, BILL: 11o, 70u baYe got two boada ill there that 
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are ce.llable, aee . Those two bolide are in that aaae 
area. 

H.K. JR: Ob, 7e1. 

UR. HADLEY: It is vacant as tar aa notes are con­
cerned, but not bonds. 

MR. BELL: 'l'hq are three and three eights percent 
bonds aren 1 t the7? 

MR. H!DLXY: Yea. 

B.M.JR: Ie that the tirat call date? 

I.IR. BELL: Yes. 

H.M.JR: That is a little thin, ian•t it? 

.IIR. BBLL: Y u. 

llR. HADLEY: Eapeciall;r when ;you are rtting out on 
the erld there, and ;rou are not too eure o the estimates. 
It ;rou were going to do thie, I would prefer the three 
;rears, one month, one percent i11ue, Karch ' 45. 

WR. BELL: How about June '45? That ia an open 
date. 

MR. H!DLIY: \fell, there again the.t might be eix, 
and it migjlt o~ be three or four thirt;r-eeoonds. 

B.M.JR: \fell, three ;rears ia too little . 

(The Secretarr held a telephone conversation with 
llr. Sproul and l(r. Rouse aa follows:) 
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O?fr&tor: 

!!'lJl': 

,pJr: 

S: 

1!1Jr: 

5: 

!OfJr : 

8: 

Go ahead. 

'!ello. 

Yell, wh4re do you gentlemen etand after lunoh now 
on thia? 

Well , we 1 n talked to ao• J*)ple from tbe •arltet and 
han ooll1'1Ne4 oar oVII neva. 

I e". 
It - it woul4 be another eleiMnt of uaoertalnt7 1a the 
urltet ; 1t would ulte people doubttul aa to the ..,UDt 
ot their &llo~eota, an4 therefore probabl7 cautloua 
oo tbelr eubeorlptlona to glwe the• a oouple of 
open-tpd laeuea. 

I •••· Wall , then - what - what do 70u - lt 70U ba4 
th~ reapone1b1L1t7 or vritin« the ter.e, wbat kind 
ot a t icket would you glwe aet 

I 1 d gi we you a b1111on on a two end a ctuarter per cent 
bond an4 half a billion on a note - atther one and 
an eighth on June tort7-fiwe , 1a7, or one and one­
ouarter out a little further. 

~r: Well , walt a •lnute now. Let'• do tbe boa4a tlret. 

s: 

II"Jr: 

8: 

Vhlob • • ••• 

I tblnk that a bllllon on the - on the two and a 
quarter per cent bond ot tttty-three/ tln •. • •• 

rtft 7-three/t1we - due vbent 

'f(aroh. 

INJr: llaroh. An4 how woh cuehion la tbet? 

S: 

I!VJr: 

S: 

Row IIUOb wha" 

Row auoh cuahlont 

Well, th~t would be ••••• 

Vbat woul4 that totalt 
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l!I!Jr: 

8: 

f!'!J'I': 

S: 

t!IIJr : 

S: 

~.Jr: 

S: 

!DIJr : 

s: 

l!l!Jr: 

9: 

l!l!Jr: 

llr, Robert 

.... 
•• u. -· • ~..!- 4J .... ,._ ........ ~ 
" .... -. a -·· 1 r 'J -· 
u t:11a t allt 

n~. 

11ot enoap, I «on•t 'llt.u. 

Well , I think ,ou'd baYe a sood .. rket tor 
and 1 t would p l'ObablJ' be toward the upper 
the lower d4e. 

You •aJ' tl'OII ol&'lteoa to IIIIa" 

!o a point. 

!o a po1nt. 

Yeah. 

Lot - - wllat ...... 

!bat - I - I AJ' 'llat on tile lleaio Ulat I tbJ.Jili: tblo 
u rttot la tboN bu so• c1Gn oa .. ..,. 11 Ule einoo tbo 
f'lret aJUl-o•••t ot JOUI' tinaaoiar aa4 oulbt to be , 
that tho doolino ou&'lt to be 4ieooanto4 a bit. 

'ftll, our boJ'• glYe U a - troa thtrtJ' - tblrt,.-two 
th1rt,.-eooon4e to a point four thirtJ-••oonde. 

That 1e a - f1ftJ'-thl'oo/ f1Yet 

Yeah. 

Rouae: Well, beoe4 on .aftot• ao tboJ' nro, I thlllk tllat 
t bat1 I rilflt. fbOJ'' ft !0111 dGn fall'lJ' ebol'plJ' \be 
len row cla,.., aa ,ou mow. 

!NJr : 

R: 

l!l!Jr: 

R: 

tJh:hllb , 

About \hl'oo-quartore of a poi at on tho f1tt,.-two/f011J' 1 
•, 

tor o:raaplo. 

!hie wao wi Uon at noon. 

AI far aa we on figure 1t1 tt - the t1UJ'-\hl'ol/ flw 
looked llke it ai&'lt pooeiDlr be a little lower 'baD 
that, but n d14D' t t h illk that val t he real .aftet. 
We tblllk DOU'IIr tbe top t tsure that Allan ••nUone4. 
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II: 

R: 
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t!b-bllb. !e a 11etat. Well -

to a polat - ,..... 

Yeah. 

(Seoy. apealte ae14e to Rolli')' 'furphJ.) 

l!l!Jr : llhat do JOU think, HenrT' 

JIVJr: 

Murphy: 

I!MJr: 

'll'Jr: 

8: 

!NJr: 

8: 

lll'Jr: 

I wouldn't like to go beyond t1tty-tvo, tltty-tour, 
J11ne. Wa 'ban tbat tlgured tor a polnt - tor par 
thlrty-oao oa tba aaau.ptloa tbat the wbole la ... 
would go lato n. !CaJba that would be a UUla oYel' 
a polat, lt oal7 a blllloa waat lnto lt, but I 
wouldn • t lUte to go be ;road JIIJia. I woalda • t be -
unl .. e J'Olll' boldnaae 1a go lag out there, Vhloh le 
a hl&h taotor to DUooWit, 1'9nlte la palllag the 
aarltat aloar with :rou. I would ••1 that :rou ahould 
get nearer the lower and or Mr. Sproul • • ruse thea 
the hl&her on the tlttJ-three, tlttr-ttYe. 

You are tor tltt,.-tvo, t1ttr-tou.., 

Yae. 

(On phone) Reiii'J MUJ"Phy le tor a tltty-tvo, tlttr-
tour. Hello. · 

(To MUrph f) Vbat 80IItht 

June. 

Vall, •1 own opla1on le that :rou don't 'ban io - tor 
& bllllon :rou don't 'ban to so baoll: that tar - you 
ooul d do lt tor 'faroh tlttr-three/flYe and 'baTe a 
good •• rite t. 

Well - that' a - an7bod7 wbo' • dowa be" - I '• Just 
l oolttnr oYer - ~nlgbt ot Continental &ald t1tty­
three, tltty-tlYe tor a billion end a halt. 

Yeah. 

Dhoount ••• 
and a halt. 
and a halt. 

tlftJ-three, tltty-t1Ye tor a blllloa 
DeYlae tlfty-tbree, tltty-tl•e; billion 
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f/1Jr : 

1: 

I!!!Jr: 

8: 

lf'IJr: 

-·· 
.. 11, I 01 ...... . 

t- I ... ,, ...... ~-. ft,..._. •. 
Well, I'l ••.ta~, rer a 'MUloa ...U .. tlft7-
tbreo, tlw. 

You woul4' 

Yeah. 

Juet a •-••• 

(Karphf epealte tro• aot.4e w he~.) 
Jbo. 8oONtu71 11M ... ut bao oM•p4 OlMO ,_ 
tallte4 wUII llenM. Wo -.14 ban 'booa n.n,...-..., 
t 1ft7'-flft tbea. 

!IIIJr: (Oo pbono.l Raft ,. tal.ko4 wUb Do••• or Dt.-t 
to .. ~ 

s: We talke4 to 'lletla of t11n. 

JlliJr : Wbat 414 \'be~ .. ~ . 

~Jr: 

8: 

Bl!Jr: 

S: 

WhJ, the~ .. 14 - w talke4 w thea about tblo pooot.111..1. 
t:ypo or toouo, tnJoot1ar tbat lnto a 4laouaa1on of -~ 
the whole tlaanet. .. oo d aot to •alto U too polate4 -
the,. ron .. wa wtlat I alrea~ tol4 ,ou oa thd - an4 
theJ wou14 so tor tlft7'-tbNO, fln oo a btllloa of 
two an4 a qllaPter. 

Uh-INh. 

.lad tbo~'4 so tor•••• of abnt t:bo utvlt~ao4 
ooupoa I •au-a. 

Yeah, wll, t:bo aoto - wtlat woo tho ooto tbat 7011 
•nt\oao4t 

t ••14 oao aad aa olgbth tor Jllne tort7'-flYo or • ooo 
nd a quarter lt ,ou ro oat bo,oa4 that. 

li'!Jr: Oae aa4 aa ot.gbth. Jaot a at.nto. 0110 aa4 aa ot.IIMil -
Juno fOI't7'-flW' 

8: 

IIVJr: 

S: 

Yeo. Dt.-•• oa14 oH an4 a quarter tor JllM fort,.. 
tift, bat I thlDit tbat wal4 bo a UUle rloh ~lt. 

Well, ~·~ •• ooaethlng turther out . 

Oat tlYO ,... ... , 
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!I'IJr: 

e: 
J!VJr: 

S: 

fii(Jr: 

S: 

l!l!Jr: 

5: 

R: 

![V.Jr: 

8: 

S: 

l!l!Jr: 

S: 

l!'{Jr: 

9: 

INJr: 

S: 

l!l!Jr: 

- 5-

well, reah - •-· 

Or oJM &114 tbJ'ee-e1&fl12la oat te lleptetdler to~lx. 

or-

But 4on1t- ww 4on•t thlnlt that'• e Y&l")' goo4 plaoe 
to etlolt a note. 

You don ' U 

When :rou get oat to t1 Ye yean n flgaree oat one 
and a halt. 

Row about Deoe•ber tlfteea, forty-IlK! 

'llell , •ou 14 baYe to - that 1 4 be between one aD4 1hPee­
e1ghthl an4 one &114 a halt. 1 14 baUer let WP. Roaa 
anner on that. 

Ob, I thlnk that would haft to be oae and a balt. 

Ob. 

See, Mr. Seoretar:r, the relatlonehlp there v1th the 
tvo •e at tort:r-e1gbt/ f\tt:r and the Maroh one •e _ot 
torty-elx aoalnall:r at par one~ oent, there'• 
too blg a dUorepeno:r ln that~lod. 

I eee. 

And there'• got to be an adJustment there sooner or 
later. 

Yeah. 

And to4a:r to do a note of'ter lng there, you'd haft 
to 4Uooant that tully, an4 the...., U eYen 
vtlether oae aa4 a halt per oent 4oee 1t. 

'llell, glYe .. ao•ethlng long 1n a June torty-t1Ye. 
llbat haYe you got! 

Yell, I tblnk the Senteaber aaturlt:r there - how 
voul4 tbat be - another three .onthe? 

And vtlat - vtlat ooupOn' 

I 'd go to one an4 a quarter Chare. 

You voul4. Well, tbat 11n1 t loag enough to aake lt 
1ntereat1ng. 
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1: 

J!!'Jt': 

8: 

Jll(Jt': 

8: 

Jl".Jr: 

s: 

v.u. u•• - u • n~ , •• ,- .._,~ _ _. • 
elllbtil 11 .. , l'lell ., a11. " ,.. ~tt- tt•• 
all 1'1811'· 

Well, bow - bow - 'IIIIa' 4o :roa tlpre ltt 

u wor'ltl ou,, l tblak, abou' llalf a pela' to llllt'-• 

Ralt a po1n,. 

At n1nety-t1YI - I baYI - nlaety-t1YI ODI-~4tbl 
to oae per •••' ahoul4 be the l'&lllfl. 

Well , tba''' rloh eaoup, taa•t 1" 

I th1Dk tba' laDe forty-t1Ye oaa aa4 oa~tb tltl 
the blll be•' •yeelt. • 

You 4ot 

S: Yeah. 

l!VJr: J111t a alate. ('!'al'lta aatde.) 

Well, I 'll be bao'lt agatn not too long ott , 
you - baYe you aa14 anytblng to the Pedt 

R: Mo, ve haYI DOt. 

Ra•e 

Rl!Jr : Tell you what 1011 a1sht 4o to be •••tnc .. wear aad 
tear. Why 4oa•t 7011 oell ap - unleae 7ou'd rather 
not - would you oall ap 'loolll u4 tell ht• wbat • •••. 

!1: I U:lln'lt U 1 d be better 1t :roa would eall bta, lt ~ .... 

'i"Jr: I'll - 1'11 ..... 

S: •.••• ba•e the u- aad the wear and teu. (La118h•· l 

""Jr: I'Ye sot the veu 1.114 tear. t 1a all rlgtlt. 

8: All r1gbt. 

HliJr: Oltay, 

8: I . .... 

Do rou waat ••• •• . I'll be oalUq you bao'lt. l!l!Jr: 

8: Re uaually teele that ve•re ahort-olroult1ng b1a 1f 
we oell hla. 

llliJr : 

S: 
I ' ll oall hla. 

All Pllllt. 

O'lte7. ----
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MR. BELL: We were jut thlnJrtn~. .l eu .,.v 'bca4 
would ~ juat OTeP the note uea, Jlueh '47. 

R.W.JR: What woulcl e ha'JI to pq there? 

IIR. BEll. : About one and three quarters . 

l.IR. !lADLEY: That ief.!illg too auoh ucl not 
getting out far enough. firat prefertDCI ia atill 
a - cme two ud a qll&l'ter aaue foP the whole worka. 

H.W.JR: ODe whatt 

IIR, JW>LET: One issue of two and a qli&Pter for the 
works, 

H.W. JR: That ia fOV prefermoe? 

lfR. IW>LEY: That ia -.q firet preferuoe, lhe 
~eooncl one would be the billion in the two ancl a quarter 
and !he hundred lllillian ill the note. 

H.X.JR: How about f ou? 

liR. llURPH!: Jq per10111l preflreno•-­

H.W. JR: Where is Dan Jlorria? 

AIR. BEll.: I aeut to ask 70u whm 70u cae in w)IJ 
he •m't 011 7our list. 

H.ll.JR: What? 

IIR. WRPHY: I woulcl pnfer it all in the two ud , 
a quarter at the preeent tlae, June '62-'54. 

H.ll. JR: George? 

liR. WS: That would be 1111 prefermoe too, liP. 
Seoretal'1, but I would ~ preJJrecl to call 011 the 
Federal it 7ou had to. I thin"E 70u will han to do that 
betore thie 1r11 ie OTer. I think the •rktt h •iting 
tor leaderehip ud I think 70u can diets te the tel'lll b7 
stepping out. 
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B.K.JR: Duf 

KR. BELL: I feel that a,. I aca•t llke a aott. 

KR. HADLEY: I th1ak there will ocat 1cae baa .... 
later where the note market will be verr uaetul and I 
think we should san it longer. 

H.K.JR: Well, there I agr11 with JOU. I a j111t 
full of perflat. I lhook hul4a w1 th 8aJorJ Woo4 111a hh 
rift. CID fOU atll itt 

KR. BELL: Y .. , aure •• oan atll it. 

KR. H.US: If acaecae •• an expert thq oould gin 
;you the n&me of it. · 

IIR. BELL: You had better get it off before JOU go 
h0111e to ;your wlf e • 

B.l4.JR: Bow about 7ou, DID, did. JOU a&f'l 

liR. BELL: Yea, I agree with George. I 1111 afraid of 
a note. I hate to put out a note. 

(llr. Korria entered. the eonferenoe.) 

B.K.JR: I called up In York, DaTer ana. they I&J 
atehanioallJ thq think that thh augettion of aiDe 
ia not good.. 

KR. li>RRIS: flat il too bad.. 

B.K. JR: It geta d.OIID to whether we want a billlca 
bond 111d. a note, or aCIIIIthin.l ellt. lni'JboclJ here exoept 
liQ'aelf baa expre10.a. 111 opinlca. 'l'h .. e fellow• are all 
putting it in cae ohot right Cll the non. 

J.IR. IIORRIS: I &!ll afraid. I aa in that oaap. 

B.U.JR: You aref 

KR. 140RRIS : "Yeo, 
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liR. WRPHI: I llight prefer two 'bclllu, llr. Secretarr, 
except the Federal haa ezprea1ed the preference tor a 
single - originallf for a single two and a quarter ana 
still the preference of Gonrnor llanlc:a, oertainlT (a 
second oholoe, 11 !or a bond and a note, of Chail'li&D 
Eccles also. And I th.ink we ought to go into this very 
closely in accordance with than because we want to make 
sure that the issue ia well covered. 

B.K.JR: Well, let us be practical. What the hell 
can the Federal Reserve do? 

liR. WRPHY: Tht!!!f ~ 11 auoh of the iaaue 11 
necessary. I don't it will be neoesl&rJ. I think 
it will go over all right. 

B.Y. JR: I am a little bit - I pride -r•elt on 
p17cholog, I dCII' t think - I think everybodT haa 
discounted the ! all ot Singapore. 

l!R. HAAS: I think that is lb~b&bl7 the oaee. I 
am not much good on that but it t 1a the case, then 
the one shot is just the ticket. 

l!R. BELL: The market ought to go up, hadn't it'l 

KR. W.S: Yea. 

B.lf. JR: Juat talk a lllinute and then I aa going to 
ask you. Have you (lforria) exprea1ed youraelt'l 

lflt W)RRIS : Yea • 

(The Secretary lef t the conference taporari~) 

J.!R , HAAS: You said you were a Democrat. 

WR. llURPHY: What more could you want? 

liR, BELL: He went out to ooneult. 

liR. W)RRlS: I take it you aaid you were all on one 
shot. 
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l!R. HADLEY: Yea. 

!.!R. HAAS: You have been one shot, Dave, !or a long 
time. 

lffi. ~!ORRIS : Yes . 

HR. BELL: I! you are going to put out two issues 
•Ill wouldn't a split issue of two and a hal! and a note 
be better than a billion two and a quarter Y 

IIR. IL.AS: One thing I don ' t like about tha two and 
a half - it doesn ' t bothar s0111e people aa 1111ch - on tha 
two and a half, Dan, you have to run it ny back about 
t en years or more . 

l!R. BELL: How far can you put out a two and a hal!? 

liR. HADLEY: I! you have a split ia sue I think you 
can go to 1960. 

H.M.JR: '60- ' 63? 

MR. HADLEY: ' 60-'63, '60-'65, it doesn ' t make 
any difference . 

UR. BELL: lihat is the matter with thAt? 

J.IR . HA.DLEY: I don't see anything wrong with it. 

. l!R. BELL: Your big insurance c0111panies want it. 
!tew York life would like a hundred. Prudential would 
like a hundred. 

l!R. l40RRIS: Do they want thAt or want to subscribe 
tor that? 

UR. BELL: They want that. There ia two hundred 
million of it right there in two places and they would 
like to have it at a two and a ba.l! and they don ' t gin 
a damn about the maturity. Prudential baa ·got a hundred 
and sixty million dollars in cash and they would like . 
to put a hundred million dollars of it in a two and a 
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half ,ercent bond at par. 

JJR. 14URPB!: I had been for a eplit two and a 
two and a half. 

MR. HADLJr!: I would prefer that to that split uud a 
note. I would rather have it two end a two and a half. 

UR. L!URPHY: I think that with the exception of 
your New York 'banD they ban no portfolio in anything. 
'l'he 2'• are going to be nry popular aaong banke. 

llR. BELL: The benka outside of New York would 
rather have the two and a note . 

llR. J.IURPHY: I feel there 1e a re&l innatment 
demand for the two and a half which would be glad to 
absorb perhaps a ball billion or three quarters of 
a billion of them and sol aa I am told, Ur. Harrison 
said, yesterday, i t woUJ.d. 

lm. HAAS: If an area of - no. 

l.IR, WIJRPHY: Consistency'? Well, a phrase of that 
kind. 

llR. HAAS: You are not taking bJJa in aa an &llf, 
are you? I would rather lose . 

lB. BELL: V.llo? 

llR. l!lJRPHY: George Harri a on. 

llR. MORRIS: George, howfar do fOU think you could 
put a two and a half out? 

l.IR, Hll.S: I don't know, we had it - we had •58-'63 
or something, didn ' t we? 

lilt !.!URPHY: !iter yesterday' s market we have '?6- ' 62. 
Now, beyond that rou are goinf on psychology. That lDTolvea 
a weight of a halt point and f we supposed that the IIIArket 
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ia going to stand up on ita exiating curb without the 
weight, we could push that out to billiona, '60-'65. 

MR. HAAS: Well, you know this fellow Brown of 
Chicago, Dan, says if you do that it will depress the 
outstanding ' 67-'72' s. That is what I am afraid of . 

].!It HADLEY: Well, they are depressed now, 

MR. HAAS: I know but that wouldn't improve the 
situation any. 

JJR. HADLEY: Well, all the taxable issued today are 
practically held unchanged after early losses this aorning 
end the tax exempts have been going out. 

UR. BEll.: These two and a half's here, that changed 
a little, I suppose. ' 56- '63, 

MR. HADLEY: I would stand by those for today. 

MR. BELL: ' 59- '64 and ' 60-'65. It would be point 
one to - one, one to one, ten premium on the long one . 

J.!R. B.US: They are thinking about a two and a 
quarter. I don ' t think they are thinking about a two 
and a half at all, are they? 

l.!R. HADLEY: No, They have given that up. 

JJR. H.U.S: So then we shoot this thing out right 
now on the and the - and the banks outside of New York, 
I think, would like the two and a quarter a little better 
than the two. 

MR. BEll.: You do? 

MR. HAAS: It is still short bonds, you know. 

llR. HADLEY : It is so close to the ten year bond 
that it is pretty attractive, and June ia only ten and 
a quarter years. 
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D. BILL: Do 7011 Wllk eln•- Wrbn h a 
little oat ef llae, ~ 

IIR. 'JIJRPRY: Tllat h flftJ·thl't• - nttr-f1Tef 

KR. BELL: Yea. 

IIR. IIURPRY: Yes, I do. I al.ght sa7 that we have 
allotted a belt point for the depreeeion in the aarket 
at the area ,.Ure the bond would hit{ uelaiM that the 
wbole fiunoillg CO" into 1 t. low, t • ~~~~~~t allcnr 
that half polnl, the flftJ-thr .. - flttr-fln h all 
ript. 

IIR. Bill: WhJ buu' t the7 taken that? »- near 
it, haven't theTf 

IIR. IIADL!Tl I think the7 have. 

IIR. 'IIURPHYl Of oourae, theJ know that there h 
going to be a billion and a half f1nano1ng, but theJ 
don't know where it falle. If we aaeuae that the aar­
ktt baa properl7 anticipated the area in which it will 
fall and bat alread7 adjusted that area to the night 
of the new tinancing, then fift7-three - fift7-five ia 
ptrfeotlJ all right. 

D. JW)LIJ: I think ther han prett7 well antici­
pated it whell JOU etop to think that in a Wllk the 
fiftr-two - fiftr-four•a fell off t•ntr-two thirtJ­
IIcon4e and the 11uea around it fell eight and ten. 

IIR. li>RRIS1 I ebould aaJ w1 th all the tallr: on 
a two and a quarter in that area it 1a prettr well 
anticipated. 

MR. BlDLIY1 The fifty-two--fiftJ•four reallJ 
took a drop when the reat of thn Wlrl comparatively 
aaall. 

111. JIDRPRYJ 'lbat do JOU figure the preal.m on 
fift7-tb.ree - fift7-five? 

IIR. JW)LIYJ I figure JCU !light get a point. 

Regraded Unclassified



- 18 • 

JIR, B.USI !hat h about tU weipt. 

JIR • IIOIIPl1t I y U • 

JIR, BELLI Would thh be a prett7 good u .. to 
price it closely? Of courae, a billion and a hal! 
might be a weight, whereas a billion alght not . 

JIR, MURPHY: The urket doun•t lmow it h going 
to be one laaue. J!ter all, we don•t. The urket 
oan•t lmow uq 110re than n do. 

JIR, BEU.1 Well, 'but theJ hen b"n doa here 
talking, and theJ hue been tillklng to In York, and 
the7 haYe got it prett7 well figured out that it ia 
going to be two iaauea. 

liR. B.US: Two? 

JIR. BELL: Yea. 

JIR. ~RPBI: In that oaae, 1! it l a one, there 
baa to ba aore weight. 

(Seoretar, returned to the conference.) 

JIR, BELL: I ,.,, 1! JOU put the whole thing ln 
there, it alght preaa lt, the hAl! point JOU are talking 
about. 

KR. WRPBI: .l hal! point allon Cor the whole 
inue. 

H.ll.JR: TheJ are !uuing about Jouador. I 11118t 
do it todaJ, aaJI s-er Wellea . I told bia to keep 
bia abirt on. I can't do aore than one thing at a tlaa. 
Are JOU fellows all for one ehot? 

KR. BEll.: Yea. 

H.li. JR: What a orowd. Here I gin JOU fellows 
all tbla lecture - twice I haYe been !or one abot, 
hann•t If 
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JIR. BUS: You aola u too .. u. 
• H.ll. JR: lhat were thl laat two ilauta •• did, 

anrw•7• what wa• the last ontf 

JIR.IW>LEY: The laat one waa a ••9- •51. That 
was a refunding ot about a billion dollara. 

H.ll. JR: lhat h that 11lling at now? 

JIR. IUDL!Y: It h 1tlling tor about pu twentr­
thl'te. 

B.ll.JR: ADd the ODt before thatt 

JIR. IUDLI!': 'l'bt one before thlt wa1 an addl tioa 
to fOUl' •67-•72, 10 it c ... about par twelTe and the 
'51-•55'1 which were about par Dint. Tbt7 haTe been 
up and down. 

H.K.JR: I hate 11~• hell to get out a three f8ar 
note. ¥1 n:peritnoe has alwar• bttn that before the 
newa 1• out l1 the wor1t, 

(!ht Secre\arr held a telephone oonTtreation with 
l(r. !colts ae follows:) · 

.. 
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Operator: 

f!l{Jr: 

Kr. 
Marr iner 
£ocln: 

l!l'.Jr : 

1:: 

J!Y.Jr: 

l!l'.Jr: 

E: 

!!V.Jr : 

E: 

J!I!Jr: 

!:: 

lll!Jr: 

E: 

Hdlo. 

Hello. 

Hello. 

Marriner. 

Yee , Henr:r. 

289 

We 1 Ye been talking a oouple of ti•e• with lew York 
a.nd the:r ea:r that thie tbougbt that I had ot g1T1Jig 
it a.t option to a tallow tor a bond or note ••••• 

Yea, 

....... chanicall:r 1t wouldn't work, and the:r- I 
told them tr:r it out on a coupl e ot fellows and the:r 
didn 't ge t a. good reaction. !he:r aa1d it would be 
throwing eo•eth1ng new into the picture and the:r're 
afraid that the people m1gbt bu:r quite a lot ot theee 
no tee, 

Well, What it the:r dot I can't aee how they'd ea:r­
I'm not atr&id ot aomething new, d&an it, we're go -
we• re haTing eoaething new enr:r day. 

Yeah, I know. 

And we• re go1ng to han to tr:r a l ot ot th1nge new 
before ve get through. Nov I don't know about the 
meohan1oe - I can 't -Whil e J would - I would be 
1nfiuenoed 1t it won't vorlt aeohan1oall:r , but I 
wouldn ' t be influenced auoh about the faot tb&t 1t ••••• 

No. 

That the d1tferent •• ••• 

No, no, no , the:r•re all right, the:r didn ' t bother ue 
new because , ae I told them, Ogden Mille did it in 
1930, a.nd 1t he d1d it , Vh:r that make• it all right. 

Well, 1t ought to make 1t all right i n the New York 
market . 

-
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~Jr: 

!: 

HJI.Jr: 

E: 

l!KJr: 

!: 

lll'Jr: 

ll: 

HKJr: 

!: 

'!VJr: 

- 2-

Yeah. Bat t1aeJ' aal4 - thttJ' prdtJ' well aaol4 • oa 
U - aboat Ull'ovlq aew ooafUaloa. !tot, u 1 ea,. _ 
a bank DOl' ~ 'llhlob way, J'Oll Jmcnr, 8114 Chat 801'\ 
ot th1Dtr• 

Well, bat lf J'Oll don• t want to so one way, 1011 ooald 
go tbe otbal' -Jtle. 

Yeah. 

or oourae, -

liY orowd, they've ooma baolt nov - they - the,-• re baolt 
to OIM lana. ~ey ware lll))re .. ad with what you aal4 
here thU 1101'111118, aa4 Uut,-•re baoll: to oaa lane, 
two and a quarter. 

Vall, I'• - that vae, of oouree, •7 flret oholoe, aa4 
I eav no obJeotlon to your eugseatlon ••••• 

Yeah. 

It - 1t - bat at the UDe tl .. , lnaotar ae the one 
laeua le oonoerne4, I haven't the ellgbteet tear ot 
lt, and - aa4 fUrther than that I thlnlt lt baa - lt 
doee have thla adY&ntase ln that lt'a an ln41oat1on 
ot - ot a bold prosram, and ve•ve got to be bold. It, 
llltevlae, 11 an 1n41oat1on of - ot ua, more or leas, 
g1vlntr to the sarket what we feel - what we feel we 
want to g1ve to thea lnetead of trying - there' a euob 
a thing ae tll')"lntr to .. et - to .. et the wlehee of aa 
awful lot of people 1n tha market and letting thea 
run n. "ow ln g1Y1ng the one 1 .. ue u, of oouree, 
not oat~rlntr to aay pArtloular group, lt'e - lt'e a 
OOIIJ>roDUa - ot the entire d tuatton and I - I ltnO¥ 
our people feel - Pleer felt prett1 etron~ly only 
tor t:be oae laeue; R.aaeoa, ae be 1nc11oated, favored 
that; ae tar ae Mo~ee aad I were oonoerned, we had 
no objeotton to the other, but I'• eure that you'll 
haft no dlffloult)" with the one uaue, and we - we•re 
ready to •••.• 

Suppoalntr it doean•t go well, what will the Fed dot 

Well, we'll Juet buy whatever te naoeaaary. 

Well, we- we wouldn't know, would we, unt11 too latet 

Well, you aeaa, lf lt len•t eubeorlbad tort 

Yeah. 
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IC'Jr: 

J: 

!'I!Jr: 

t: 

!111Jr1 

- '-
Ot OOUJ'Ie, I oaa•t ~- &II U- DOt belag A'b­
eorl W tor . JIGW, or-"· lt n -u..,. 41PHUJ 
wbat waea• t 11abe01'1W tor, " ' " ,Juet tue. • 

Yeah. llut :rou oaa1 t 4o tbat ,.t. 
Jlo; but we oaa 4o thla: It waa14 - to • 11' 
there ' e Ulf qaeaUoa about U bel, eu'be01'1be4, .. 
~ould do Junt a we 414 before ln be oaee ot the 
b111e. We oould uet the dealere ••••. 

Yeah. 

•••• • to tllke whateYer 1e neo .. eary aa4 apoee to tab 
thH ott 1:bell' htiDcla, , , , , 

tlh-lnlh. 

1: • • • • • at 10.0 oo-.11e1oa. 

!DIJr: Yeah. Well, ah - bat ••• •• 

&: But, :rou Me, :rour eubeor1pUoal han ueually beea -
ob, anJWb•ro tl'oa t1Ye to tea UHe. · 

Rl!Jr: Yea. 

E: Jlov H 1 1 rather d1tt1oult to 1ug1ne not bartng thU 
tully eub1ortbel1. 

Hl'Jr: Yeah; well, I wae Jult • .••• 

!: P'J'oa what YoUDg eaid on the phoDO th11 aoJ'IIlng, be -
ba eald the bank• were oomplalnlng OYer there beoauee 
they were out - we oont1aued to out thea down to 
one-halt the oapltal eurplue. 

lll'.Jr: Well, I had an lntereeUng thing happen troa Young 
tl'Oa Boetoa. 

!: Yeah. 

EKJr: He called ae bao~ and ea1d be •~• two aore .. a •• •• • 

1:: Yeah. 

I!IIJr: ••••• and they ea1d they were ROlng to go along DO 
matter what 1t vas. He didn't want to leaYe ln •Y 
alnd t~t Bolton vaen•t going to do lU part. I 
thought that vaa nry 1nterut1ng. 

t: Yeah; well, ot course, he d14n 1 t eound l!lllOh lt!ae that 

th1e aoJ'IIlng. 
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Jlllh: 

RJ(Jr: 

E: 

lll!Jr: 

1: 

lll!Jr : 

!: 

110. Well, I _... to teU = M •U .. • '-Ito 
maeau~ • ~ ..... ••• ,. ~~~~on -. , 111• 
be- ..a., ,.. ..., - 0 

• 

Y .. h: wU, be oalle4 1IMII: ..a -.14, 'I'"' ._ -
.,re people aa4 •~ fHl 4ltteNat, a& 1 tbllllt ,.. 
ought to kDoW lt.• 

r1ne. 

Bo ••••• 

Well, I - I wo.l.4 - I woa14 be faYOI'II'ble to Ule OM 
111ue 1f the .., York bo~ feel tt•e - lt ofteN 
anr - aa~ obJeoUoa. 

Ban :pou people f1pre4 dloat wbat tbat wcna14 cell att 

Yee. 

ll"Jr: What 4o 7011• •••• 

E: We - we -we f1p.N4- well, now, U 4epen4e on tdllell 
11atur1tr. 

HMJr: Well, w•re talltlag heJ'! .Of - Jult a 11lnute ••••• 

E: Do :pou - 1e tbat a t1tt;r-two, tit--•. , ,, 

mur : rtttr-~u. t1tt:r-t1Ye, Karob. 

!: Ko, .. heYOD 1 t, Ve'YO sot • flttr-two, tltt)'-four. 

BXJr : Ob. 

E: A Juoe. A JuDe. !eke thU one: Ve'YO aot a Joe 
t1tt:r-two, tltt;r-tour. 

EYJr: Juet a a1nate - JUDe, tlft;r-two, f1tt:r-tour, - reab. 
!: Yeah. !low thU 11 prett:r ooneerftUYO, I thlak, aa4 

that I 0 froa a haft4re4 aD4 ODI to D bun4re4 IIJI4 - aD4 
one an4 tour-th1rt:r-eeoon4e. 

!IVJr : A hun4re4 Wbatt 

I t rroa a hua4Joe4 aa4 one to a bUD4re4 aa4 ooe aa4 tour 
tb1rty-eeoon4e - eo•11here 1a the J'aDP of tro• a 
bun4re4 aa4 ODe to a huD4re4 aD4 aJI di!lbth• 
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gJr: oh, JOa'" 'lleok laM nr•:r-Wcl, :r -· 
!: Yo11 nJ' JOQ 1re tlep'* llur t1ft:r-a.re.t 

li!(Jr : 

Hl!Jr: 

E: 

!O!Jr: 

Ito ; ICai'Ob ttt- ..... 

Yeah. 

Yeah, that' a one 1aaue. !hat'• a bllllon and a halt. 
'!'hat '• a .. ualng the 'llbole thlng h put lnto the oae 
ueue. 

Yeah. 

!: Yeah. Ot oouree, lt J'011 PD'····· 

!O!Jr: Vell, let'• U.lk oDe 1••• now- one 188118. 

E: T88. Well, t1garlD« OD the ODe lane, tha' - Uia''e 
the ••'111a'*4 pr1oe, :r_t the 181111e were ~1, Ule 
eatl .. ,e4 prloe woal4 be a llttle b1t aore. 

RMJr: II that tbe oDe ,ou p1okt 

!: '!'hat' • r18bt. 

!OIJr: You • 4 ratbar ban that t han the 11 Ule one a 11 Ule. 
longer, bubt 

E: Vell, I tb1nk Ulla. It 1011 han any - lt 1011 ban 
any- 1t 1011'" golag to put lt all lD tbe oDe leeae ••••• 

Bl'.Jr: tlb-bllb. 

!: ••• • • a.D4 aot gin u option ...•. 

!OIJr: '!'hat 1 e l"l&bt. 

E: •• ••• &114 JOU p11' the bllllon • tbe llllllon and a 
halt out: ••••• 

RIIJr: Tee. 

!: .... . n - n would eeea to • to - to un U a l,.tue 
bit surer - lt lt vaa - lt lt vae a ten . Tbla la a • 
thle h a lUtle onr a ten • tveln J881" Ueue. 

Rl!Jr: 

1!:: 

Row -oul4 JOU teel about a t1tty-two, tltty-tlYet 

All r18bt. 
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All nstJt. I t - I - I - I 111111k I't. 
Jutt a• aooa go ttr-flft. I Ul1 I ' 4 -aer. If 
rou•re golq to uJta U fltty-twa, I Ullllk t •4 - I 
thlnk 1'4 'PUt U at flttr-ftft. 

l!!!Jr: Gl .,., ua a ll1:tla bU ..ore ••••• 

1: Gl'fea you - gl Yea ,.au throa year•. 

J!l(Jr: Yeah. I \blnk there • • rooa enolll!b there . 

r: I - I 4on1 t know- I don't know What ,our aatarlty la ••• • • 

!11Jr: Vbat? 

£: What your flfty-flft .. turlty 
f1gure4 lt fltty-four bare. 

- Why they - vbJ n 

J!l(Jr: Juat a •lm~ta. I 1 n got the - Juat a lllmlh - '1111 get -
June flftr-two U noaat, aD4 Jlme flfty-fln U 
Yao&nt. '!.'bey• re both noaat. 

E: '!'hey' re both Yaoant? 

III!Jr: 'llha U 

E: You aay they' re both noantt 

l!I'Jr: Yeah. 

l: Yeah. Ie tirt7-four Yaoantt 

""Jr: What ' • thatt 

E: rtttr-fl•e le vaoant, ta 1tt 

III!Jr: June flft7-t1Ya 11 noant. 

!: Vall , t hen, I'd - I'd aake lt f1fty-tvo, f1fty-t1Ye, 
June • .ln4 that g1Yee you Juat- tha t .g1Yel ,.au 
al1ghtl7 onr a bua4red and one pre1111111. 

RJI.Jr : Well , Why not let •e- I ' ll- I ' ll aay Juet -I'll odl 
you baolt . Are you going to be where I o~ get at ,out 

E: Well , ve were golag to - I vae golng to meet rtth John 
and Ronald at tour. You ..••. 

P.I<.Jr: Yeah. 
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!l)Ur : 

E: 

I'll oa11 ,.. 1IMit. Ja .. •••U••• w•u ...- • 
JaM nn-e, ttnPo-.1 _ fU~w. llnr•n ...._ 
•••• to ...,. a u•ts.e wt ... ••'-••• .,. a ttn:r-tiii'Ho ftftl-ftw. 
Vel all4 t \'IWik lf :rou•n 1101111 to baw the -
111ue and 1her•'• anT quee,1on aboa' 1'1 1he one war 
to get aroml4 1hat 11 to -.ke 1' el1pUJ •n 
attreoUYe. 

pJr: !b-''• riP'· Aa4 tilllr ao.r n. 
! : 

!l)Ur: 

r: 

HI'.Jr : 

E: 

HXJr: 

E: 

l!l!Jr: 

!till doer U. 

Well, u.at•• .._,- 1111at•r 'lllbat we n...,.a bere lf 
roa' n 801118 to lla'ft 1:111 oae 111111. 

Yeah. 

Yeah. 

Well, I'll oall 1011 bull: •' toar. 

OII:&J • 

Cloo4bflo 

' 
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H.K.JR: You know, the one I nuutec1 hu enPJ-
thilli that the '53-•65 haa. 

liR. HiDLET: Plua three 110ntha lOD&eP. 

H.)(.JR: Yea, what h the utter wl. th that, Helll7'1 

KR. liURI'HY: I think it ia a 11 ttle thin. a~ 1011 
Jmow, I Ill alwa71 in !nor of--

H.JI.JR: Wbat woulc1 J'01l 40f 

JIR. MURPH!: I woul4 fall back to Deceaber ana 
aake it a •51-•54. 

H.M.JR: I c1on •t think 10. 

JIR. HADL!Y: You will fall right on top of ;,our 
•51-'551 1 1t ;,ou do that, ana ;,ou will han a wor .. 
reception than if 70R put it out b7 it1elf on an open 
date. You haTe a two percent of '61-165. 

liR. WRPHY: 1li th a four Jt&r call period ;,ou 
ion•t haTe to - a three 71ar call p1riocl, ;,ou don't 
haTe to worry about it. 

liR. BEll.: 1hT won't that be aroac1 a point, •52-
'557 

JIR. MURPH!: It depenc1a on th11 Hight we were dll­
cuni'llg. 

liR. BEU.: Well, the7 hen alreadt got bac1 nna 
and the7 han 4iacounted that and the7 han got certaiul7 
in aind a billion dollars for that area, and the7 haTe 
prob1bl7 4iecounhd that area, and the7 han proba:!r 
dl1counted that 10 all the welfht there i1 about a f 
billion doll1r1, and 7ou baTe &ken that out of the note 
area. 

liR. ll!JRPHY: We would figure -.,be a par tnntJ­
flTe and tberaabouta. 
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MR. BELL: Supposing it drops back to a half 
point premi um? 

29? 

MR. MURPHY: Well, I understand the Secretary 
wanted i t priced for a larger premium t han that . I 
think a •52-'55 will go, but--

H.H.JR: New York will guarantee a ' 53- '55. 

~m. MURPHY: Of course, I can' t guarantee it . 

H.ll. JR: The stock market, i ndu, trial , was only 
off a quarter of a point and in· the goY.ernment bonds, 
off three t hirty-seconds . 

MR. HADLEY: Your taxable i ssues didn' t lose at 
all t oday. That is mostly tax exempts . 

(The Secretary hel d a t elephone conversation with 
ur . Sproul and Mr. Rouse as follows:) 
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'1!-!Jr: 

c~ere tor: 

CJ Jr: 

A~lsn 

S:: rY;l : 

-Y.Jr : 

S: 

~"' r~· ... ~ .. 

: : 
HMJr: 

S: 

L'YJr: 

e • .. 

S: 

:C!Jr : 

'!!.J r: 

S: 

e. .. 

298 

Februa r y 11, 1942 
}:22 p .m. 

Hello. 

Sproul and Roue e. 

Hello . 

~ello . 

!'orgenthau. 

Y. PP., s1r .. 

Now, I've Just been talking w1 tb £ccles end 
wi t h CIY own people. l.'e're l i ke,. '<esther vane 
ln a stor m - we're hRrd to keeo up ~1th. 

(Laughs) 

1\e 're baol< to one l ssue . 

Well , thet would be my second cho1ne. 

Wha t's that? 

That would be my second choic~ . 

And we wer e talld.ng about June 15, ' 52-'55· 

Flfty-two, five. 

Yes . 

'Ibat's til r1e;ht. 

There'e nc t~tng in June 15, ' 52 or ' 55 falling 
due . 

No . 

They ' re both bl ank. 

That's oll right, I ehould s~y . 

ll'ha t? 
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s: 
!QIJr : 

S: 

!OIJr: 

S: 

!QIJr: 

5: 

li!!Jr: 

S: 

RI!Jr: 

S: 

l!l!Jr: 

S: 

I!IIJr: 

S: 

299 
- 2 -

J. lbolll4 U1 that 1 a all right. 

WollltD1t that aell at a l i ttle bit better 
prs.oe tbU a March 15, ' ~3-' 55? 

I th1nlt 1 t would, yea. 

A l i t tle bit better. 

A little better. 

A 11tlle ... eter. 

WOI&ld there 'be a point i n t~t for the whole 
1 .. uet 

On our tS.guree t here would be • point in that , ,.e •. 
There would be a poi nt . 

Yeah. 

What! 

On our tiguree t here'd be a point in that . 

An:fthln& aore than a point? 

Well , we ttgure it would range rr~~ thirty 
thirt:f-eeconde to one and rour; eo it would 
be around a poi nt pre:a1u:a. 

IIY.Jr : Tee. Well, un' t thllt enough' 

S: Yea, I tblnlt that ' s plenty. 

!DIJr: Yea. (Laughs) Bell wantt to know whether you 'll 
suarantea 1t. 

5: lura, I'll guarantee it' ll go; I don't know how 
loDg 1t will be around the l!lllrket before i t 'a 
Cinall:t' put away, but I'll ~r~ntee it'll go . 

mlJr: Vall, t hat ' s good enough, beceuae the Federal 
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&: 
1il'Jr: 

S: 

P.XJr: 

S: 

?.>:Jr: 

5: 

I!Y.Jr: 

8: 

!!MJr: 

Oo .. 
I!XJr: 

Oo . . 

Reeer•e Board will tuy u t a 
halt ;;~f 1 t. 

1'hat' 1 ""hat I thought. 

1 !on nd a 

(Laugh~) You don't th1nk that't n very good 
,.., .. ? 

h.... . u 
wlll go 
t n '- · 

• and knowa 1t 1 a sot t a thst'a 

Vall , would they be cheerful about lt? 

I t h1nk they'd ~ cheerful about t~~t, yes. 
I tb1nk we'v~ 1ndlePted they ' d be aore cheerf~l 
about the two , but 1 th1nk they'd be c~eerful 
about t!lliJ one. 

Tb~r•'• eos ethi ng alee I wa t to aek you - I 
don't know. The- well, I told the Board I'd 
call them back at fcur, eee? 

Told who? 

The Federal Reeerve Board. 

Yll . 

And right a f ter t hat I'll oall you &6ntlemen. 

All r ight , ~e'll be here. 

But you f eel t~ere ' e a sood point in it• 

Yes, I do . 

l!l'.Jr: 'Cell, I think thB t' e all r1gbt. 'l'lumk you . 

!: All right. 
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H.ll.J'Rt Your tho~t h that JOil woula cet the 
etu!f out and thn hold it.., 

MR. R!U: Tu, we would .. na lt out just u 
~hough 11ere goi if: +.o annotnce lt, 1ee, but tell thez: 
not to aend it out to ••J banJ...1 and not to release it 
to the preaa until the7 get another 11ire !r~ ua tomorrow 
''{ about t11o o•clock or 1oaething like that, ao the7 can' 
oa oh all a!tenoon trt.l.n1. 

H.ll.lR: ADJbo4 worried about that, about it 101Jitt 

MR. w:>RRISz I wanted to uk, would JOU put ill the 
rate, the whole thiug'r · 

JIR, B!I.Lz Tn, jut 11 thouch we had ude the 
deoi•ion final, but we will take one aore look at it 
with the new• toaorrow. 

H.K.J'Rt I don't aean worried about doing it that 
way; I aean womed about that partloular iuue. 

liR. w:>RRISt Oh, no. 

B.ll. J'Rt I mean worried about a June '52-' 55. 

MR. w:>RRIS: But I would hate to han to recall it. 

B.ll. JR: Well--

MR. B!U: You would onl7 reoall it !rOll the Federal 
Ruel'1'.. Bank•. 

MR. w:>RRIS: I know, but when it gon that far it 
hu gone a long 1111• 

H.K.J'Rt There ien't auch ohance. I know what I 
want to a1k. You (Badley) run out and get that !or.._ 
han they • d• 1117 bottoa todaJ, 11 there IJI1 bott01a 
in the •r!tett I• there any bottoa in thia bond ll&!'ketr 
BaTe they aade a bottoa yet! 

Regraded Unclassified



- 18 -

MR. IW>LIY: !her han lnelecl off. 

B.lf. JR: Hue that? 

MR. IUDLR!: Thia IIIOnUUi the lOU~ tuablea were 
ott two thlrty-eeconds and they ce.me up around noon 
and they haTe stayed that way the rest of tho d17. 

H.lf.JR: Go out there now and come right back, 

rl••••· 
MR. BUS: And brill& in that little eheet thlt you 

gan ae. 

B.K.JR: HellJ7, are you etill a little uneaet? 

MR. KIJRPHI: I woula.n•t be unauy. I think the 
prioi~g le perhaps a little high, but aTtn if it ie 
three-quartera of a point it ia atill a euooeseful 
issue, so I wouldn't be uneaey. 

MR. BELL: Oh, you aean the ny they are figured 
it ia a little hi~h? 

MR. MURPHY: Yes, However, the difference betw .. n 
our figuring, Kr. Secretary, il prinolpallr that wa had 
euppoaad that the urket, not lmowinc whether it would 
be Ill in one la1ue or where that ia1ua would be, that 
puttlna it all in one iaaue at a particular place would 

f
reaaa the urltat about a half point. 1ft aa:r be wrong. 
think we haTe been oonearTatlTt. !Tan allowing the 

full force of our aeau.ptione, the ieaua would still 
be quite eucceastul. 

R.K. JR: How about rou, Geerge! 

MR. BUS: !lew Yorlt uy allow soaething and ann 
on our ooneervative figural we are only off around five 
thirty-eaoonae , eo I think we are all right. You can't 
price it that cloaa. 

H.K.JR: If the market would leTal off betwean 
now and four o•olook, I would feel a little bit better. 
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KR. BELL: The market hasn't been bad today. It 
haa pretty well leveled off, 

B.V.JR: I think I have got an excellent chance to 
"I "' d"Ot l n 1'lY 1•'P ab'lut Prl day. h 

lffi, BELL: Yes. 

IIR. li.US: Do you lmow what we have got here now? 
Friday the thirteenth and a thirteen-year bond. (Laughter) 

H. K.JR: Thirteen-year bond? 

IIR. BiAS: Isn't that what it ia? 

H. K.JR: Yes, That a&kea it all right. 

liR. MORRIS: The United states started with thirteen 
original at&tes. 

liR. BELL: Sure • 
H.¥.JR: I never heard anybody say that before in 

connection with superstition. 

IIR. WRRIS: That is rq old war ory. 

H. l«.JR: I a 1 tf 

KR. :ti>RRIS Ju. If anybod;y pulls thirteen on ae, 
I gi?e thea that one • . 

H.li.JR: If you gentlnen would ooaa back • couple 
of ainutea before four, please. 

YR. BELL: Yes. 
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304 

Februar7 11, 1942 
3:41 p.m. 

I t hought you might l ike to k now what I' m 
thinki ng about doing about thla billion and 
a half f inancing. 

I would. 

We're thinki ng or - I think they call it in 
racing, • putting it all on th~ nose• , one shot. 

'leah. 

A June 15, ' 52- '55 bond. 

Uh huh. 

Two and a quarter per cent. 

Uh huh. 

There ought to be about a point l eeway in tha t 
they t'1gure. 

Tha t sounds pretty good t o me. 

~ell , a round ••... 

It aounda ra ther normal, r ather na tural . 

Yeah. Well, we think her e - you 've heard ~e 
before - i n these times, ttAt a billi on and 
A halt is not t oo big t o do a t one t ime because 
we'll have to be doing more. 

You 've go t to be trying i t, ao you Just as well 
put it on the line. 

Yeah. The people 1n New Yorlt wculd like us to 
spl i t 1t up , you know. 

Yeah. 
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DDII lt frllh'ID JOUt 

.0, ~ allih'e''· 

JoW. ~ alllb' .. '· 
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Not the al1ghteet. I like the time, and I 
think the rate'e appro pri ate. 

There'• a little over a po1nt 1n 1t. 

Wall, Ula' • 1 p o4 enoUC}l. 

But, of oo\ll"ee, wbat 111 Mppen between nov and 
h1da)' ve 4oD1 t know. 

You 1 re p1Dg to do thia on l'r1dly, the thirteenth, 
are JOUt 

Yea, .tr. 

That'• good. 

Well , aa eoaebo4J aa1d, ve etarted this count~'Y 
with thirteen atatea and ve got along pretty 
well. 

Well , Wb1 not, huht 

WMU 

I ~nk 1''' - 1t looka t o •e 11ke 1t eounde 
ver,, ver, right and very appropriate. 

Jov, 1t I oould change the aubjeot. 

Yea. 

Are J OU 1n on th1a Eouador deal? 

louadort 

HlCJr: Yeah. Are )'OU do1ng anything tor Eouador? 

J: Yeah. 
HIIJr : lfMt are you do1ngt They're trying to get me 

to do IOIIthing. 
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Well, let'e get Harr7 Vb1te and Warren Pearaon 
tosether on 1t. 

• Well, I'll toll - yea, that would be tine. Would 
7ou tell Warren7 

I will. We - when they were down there, Henry, 
we did .alta eoae agreeaenta that we would gi Ye 
oona14era t1on to oerta1n 1 tua up to ao IIIUIJ' 
dollar e. 

!IMJr : Vall, I got a letter toda7 troa Suaner. Did JOU 
get one7 

J: I baYen't aeen 1t. 

HXJr : Telling ae he'd got - be had to have aoaetb1ng 
aa or yeeterdaJ. 

J: Yeah. Well ••••• 

HKJr: Well , euppoe1ng I tell Harry he'll hear trom 
Warren Pearson? 

J: Yea, he'll do 1t right away. I'll have Warren 
oall b1a r1gbt aw&J. 

!D!Jr: Bow'a that? 

J: Flne. 

!D!Jr: '1'banlr: 70u. 

J: Thanka. 

Regraded Unclassified



301. 
rebi'Qai'J 11, 1942 
):45 p. a. 

HY.Jr : I'• eendlng JOU 1n a letter troa 8uaner Vellea 
about Ecuador. Mila Cbaunoe7 bae it. 

Dr. Hsrry 
White: 

HY.Jr: 

Yea. 

Tbst'e number one. 
get 8uaner Vallee. 

v: Yee. 

Number two, I tried to 
Ke ' e out until ti•e-tblrtJ. 

HY.Jr : Nuaber three, I called up Jonee and aalted b1• 
what ne wae doing about i t , and he .. i d be 
wae. "Ra•e JOU got a letter troa Welleet• 
"No. • But he 'd like JOU and bla Export-I•~rt •.... 

V: Warren Peareon. 

HliJr: Warren Pear eon. 

W: Warren Pearson baa been in touoh with • • on 
it. 

Hl!Jr: Well , be aaid he'll be in touoh with you again 
tble afternoon. 

V: Yea. Vall , I aent a note around tbie morni ng 
to you on i t. 

!!l!Jr : Yea, I got it. 

Y: I aee. Well , do JOU want ua to wait until we ...•• 

Hv.Jr: Vall, let'a t ind out whet Jonea 1a going to do. 
He baan't made up hi e alnd. 

V: Oh, well , I can tell J OU wh.at •..•. 

Hl!Jr: Well, he baen't ude up hie mind. 

'rl: All right. 

Hl!Jr: Juet etall it tor ano t her day, beceuee I ' • in 
t he •idat ot my financing. 

V: Ob, well, 1t • 8 eaey enough to a tall i t t or a 
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4a7 01' .ON. 

I'•• t r194 to get Wellee; be waen't 1n. I 
telked to Jonee; be knew nothing about 1t, 
and be'• een41ns wbat'e-hte-neae o•er to aae 
you. 

Yea. 

How, ve'•e got to do Lend-Lease tn reveree ....• 

Ok&J. 
••.•• end we'•e got to work out China. 

Rlgbt. I'll cell - I'll r ea1nd JOU or 1t tr 
you don 1 t rea1nd 111 or 1 t by 8a turcSay. 

Tba t' e r1ght. 

OkaJ , e1r. 

Thank JCU. 

• 
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I DEPARTMENT OF STATE vto 
WASHINGTON 

!D replJ retor to 
Febt·unry ll. 1942 

!13 de&r llr. SecretU'y: 

Reference ie ll&de to dhcussiolUI whi ch took place 

las t summer between officials ot the Treasury Depart­

ment and representatives o! the Government o! Ecuador 

309 

regarding the request o! that Government !or aid 1n the 

stabilization o! the relationship between the doll&r 

and the eucre. As you are aware , this matter was raised 

with the United States Delegation at the recent meeting 

at Rio de J aneiro, and has been discussed during the 

last several daJS bJ the financia l reprue.ntative ot the 

Ecuadoran Govermaent with ot!iciala ot t he Treasury. 

It is the view o! the Department that the speedy 

conclusion or such a stabilir.ation arrangement would 

strengthen publi c confidence 1n the stabi l ity o! the 

Ecuadoran currencJ, which ia, as a matter ot tact , 1n 

Benry Morgenthau, Jr. , 

Secretary ot the TreaaurJ. 

a relativelJ 
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a relat1YelT good a1tuat1on. Th1a wOQld aaaiat the 

ooveraaent of Bouador .ater1allT in dealing with prob­

leJU which h&Ye ar1aen aa a reaul.t of the Pel'Ud.-.­

Bcuadoran boundarT 41apute recantlT aettled at 

R1o de Janeiro. I cannot, oonaequentl7, too atrongl7 

urge that t~ TreaaUrT aake •nrT appropriate effort 

to expedite th1a .at::;::r. 

Sincerel 7 

~Sec 
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?ebruery 11, 1942 
3:56 P. m. 

311 

We got the letter from the President tell i ng 
ua to go a head. 

~ihL\t did we do about lt? 

\; ell , we 're getting the oaper a r eady , l~r . 
Secretary. 

·.>el l , how long does t hat take. 

Well , I t h ink we ought t o be - have the ftc ck 
vested by the t1me ~o~e get tosethe r on !londay 
next week , tor the next di !C~aelon . 

Vou 're not go i ng to - I t hought you wer e golng 
t o r ush it through. 

\>ell , I'm doing the bes t I c~n , ::r. Secretary. 
Thl a ls the guinea pi g , you know , t he t lret one; 
and we haven ' t go t any precedents and ~~e haven ' t 
.:;o t a ny pa pers and we 're drafting each one de 
novo . 

And Leo Crowl~Y' t go t oll t he books on lt, 
huh? 

\ Leust:s) Well, that' s where we tou"'~ they ·•ere 
wnen «e went to the 11ora r y: tu t >e 're makl~S 
progr eal' . 

·::en , 1 t' e ln hand - I cnr. f orge t about 1 t . 

I think so. And I think we ' ll be abl e :o tell 
you by the encl of the ueek thD t ••e ' ve t aken over 
the e tool< . 

'.iell , I'd r a ther ha ve you <eo 1 t ce r e:ully t!>an 
make a mistake. 

'.iell , it's an l moo:-tan t e teo anc! 1t's going t o 
be a ? recedent t or the r es t or t hem , and we 
haven 't got any ~;u 1dee . We're doi ng the b~et 
we c11n . 

• 
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I Jl:aOIIr. l JU' ~' 71111 1 11 ban ne1'7~ 
...-.,, wltllll tor Uie l'l'ee111en''• e1pawn. 

Well, I'• .PaDllll \be tellOWI Jill\ •• llal'll •• 
I oaa. 

,I .. y, I Juet t hought, you know - once you eent 
1t o~er to the Pree1dent, you'd baYe 1t all 
I'H41· IY14ent1J 1t 1 e aore of a Job than I 
rea11n4. 

U'a a b1l Job. 

Well, be IUJ'e J Oil 11'e '2"1Ch\ . 

U'e a b1C Job. 

.All J'llb' I ••'' oall ep1n. Xou Jw t ln 
ae know wb.; Jou're ready. But llon't - 1t it ' • 
e b1c 3ob, .so 1t 1'1cbt. 

R1~. !bank yoll, 1111". 

HMJr: Good- bye . 
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