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READING COPY OF lW, JR' S REMARKS ON 

A F OF L PROGRAM IN WIIICII MR . GREEN, PRESI­

DENT OF THE A F OF L AL SO I'AHTICI PATED 

SUNDAY NIGHT FROM THE SECRETARY ' S 

DESK , FEBRUAR~ 22, 1942, at 8 P. M. 

1. 
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President Gr een a.nd members or the American 

Federation or Labor: This pledge or yours to 

buy a billion dollars or Defense Bonds in 1942 

iS a ma.gnl!icent example to the lthole country. 

It is the biggest pledge that has come to us !rom 

any single organization. It amounts to about 

$200 tor every one of your !ive million members . 

In fulfill ing your pledge you will be giving 

still further proof that American labor is r eady 

to do its utmost to win this war !or freedom . 
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thll eouatr.r bave pr14e4 ourselves upon our 

treedoa ot spe~ch aDd worship, our system or 

eqaal 311Bttce under la, our tree publlc education 
• 

ad the 11111tless opportunt ty that our way ot 

Ute provtdes. From these American freedoms 

tbe trade unton movement has grown and made 1 ts 

1Dtllaellce tor good a mighty force 1n the community. 

Ye bave not yet made a paradise or this 

tnt COWit1"7 ot ours. I know ,that there are 

.-., 1D3Qet1ces attll to be righted • 

• 
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I know that millions among us still live tn 

poverty through no !ault o! their own. I know 

that millions o! our Negro people are still 

dented the tree and equal opportunities to which 

our Constitution entitles them. I !eel as 

humiliated as you do when I read that thousands 

ot able and W1ll1ng workers cannot !1nd employment 

1n war industries because o! their nationality, 

race or religion . 

All these !aults and many more are undeniable; 

no one can honestly say that we have reached our 

destination . Nevertheless , we 1n this country 

have always been moving !orward on the eternal 

quest tor a better and broader and· a more secure 

!uture !or ourselves and our children . 
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That .tornrd march baa now been gravely 

1mper1lled by a combination ot cruel and barbaric 

conquerors on other continents . They have begun '! 

by choking to death the tree institutions or their 

own countries . They have abOlished trade unions, 

they have perverted education and sctence, they 

have destroyed the rtghts and dignity or the 

individual, and they have re-established conditions 

o.t tyranny that we thought had passed rorever 

trom our ktnd or world. Not content with that, 

they have blotted out the independence or one 

tree country attar another. I shall not read the 

tragtc ltst or countries, once as tree as our own, 

which have had their peoples enslaved by these 

new torces or pagantsm and terror. 
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IIOr do I need to tell you tn detatl o! the 

ort•a coa11 tted and the m1aertes tntltcted upon 

hundreds or millions tn the name or the so-called 

•new order.• You lalow th8111 well, and you lalow 

• 

hOW many workers 1n other countries have been 

tmprtaoned, tortured or killed -- tor no otber 

reason than that they were members o! labor untons. 

Organtzed labor, at least, never made the mistake 

ot tmagtntng that we could compromise wtth the 

authors ot those crimes. Organized labor in 

tbta country has always recognized raactsm tor 

'llbat 1t ts, and has known rrom the beg1nn1ng 

that the rasctst system was a deadly menace to 

our tree 1nat1tut1ons. 
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Today, as you foresaw, the t1 de or tasctst 

conquest and. barbar1sra 1s sweeping the whole 

world. . This evtl thing in t1eld.-gray un1tonn 

and hob-nailed boots 1s creeping up, even on us 

in our sheltered continent. It has broken loose 

on both sides or us, across the Atlantic and. 

Pac1!ic. 

We know now that we are not sate even here 

1n America. We know that unless we and our alltes 

Win th18 war there Will be no survival or tree 

trade unions, no liberation or the m1111ons or 

workers now enslaved abroad, no continuance ot the 

rights that we have won 1n generations or struggle 

here at home, no chance to w1n a better ruture tor 

the working men and women or the world. 
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As I have satcl repeatedly, tbls ta not a 

token war. It cannot be !ought or won b;y token 

et!ort. It ts a war ot desperate sertousneea. 

It ts so serious that tt allows no margtn or 

eatety tor any ot us. 

Organized labOr has never underestimated 

the stze or scale ot the war ettort that will be 

needed. Your untons, tor example, long ago urged 

the qutck conversion ot our peacetime industries 

to war production, even tllough the ettect would 

be temporary unemployment tor large n1111bers or 

workers. 
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rrom now on the war effort on the home 

front Will take lll8lly forme, among them the 

production of ever greater quantities of weapons, 

the conservation or materials, the acceptance of 

higher taxes, and the purchase of more and more 

Defense Bonds . It ~ not be dramatic to set 

aside a part of your pay each week ror bonds, 

but it ts tremendously important to the success 

of the war etrort as a whole, and it 1 s something 

ttlat can be done by everyone Who earns a regular 

income. I accept your pledge or a billion 

dollars as a demonstration that you will support 

the war errort with all your might, no matter how 

hard or how long the war may be . 
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You cannot set a price on the things for 

Which .America stands . You cannot measure their 

worth in terms or money or or sacri t1ce . They 

constitute a faith that ts beyon~ prtce because 

it is worth more than life i tselt . It ts a 

faith that Americans have fought for and dted for, 

and they wlll do so agatn, tor lt!e without that 

ratth would not be worth living . I! Americans 

are to be true to themselves an~ to their fUture, 

they will fight an~ sweat an~ save, and exert 

every ounce or e!!ort until vtctory ts won . 

-oOo-
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OUeete ot the Secr etary, KoYie Prograa, Slmda;r 

7ebruary 22 at 9:15 P . K. 

Kr. and lira . D. W. Bell 

Ill'. and Kra . lob.D L. Sullina 

Kr. and lira. E. H. 7ole;r, lr . and two children 

Kr. Harold N. GraTes 

Kr. and Mrs. :Ferctinand ll:uhD 

Dr. and Kre. lacob Viner 

Mr. and Mrs. Charles Schwan 

ll1' . and Ill's . Ro;r Blough 

Mr. and Ill's. 1. L. Hougbtelins 

Kr. and Ill's. Herman Klotz 

Kr. and lll's . Vincent Callahu 

12 
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Oue1t1 ot the Seoretar1 at Supper tollowiug the 

Broadoaet: 

Ill'. &lld lire. J'ercUn&lld Jt\I.IIJI 

Ill'. Harold H. Gr&TII (?) 

Kr. &ll4 lire. 7aee L. Hou&htel~ 

xr. ud Mrs. Heme notz 

Ill'. &ll4 lire. ViDoent Callah&ll 

• 
, 
1-3 
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SIICI'IoN I 

STATEMENT BY GENERAL WAVELL ON THE JAPANESE ARMY 
IN MALAYA 

1. Jatroci-
The followinc it a .,....phruo of a ata....,..,..t oont<-ming the Japan ... Anny mode ....,.II.)! 

by Oonerol Sir Archibald Wavell, ouprcme commander of the foroeo of Uoo United Nadono in 
th Sou t.low<OL .PaciRe: 
2. Trainlnf ln tho Jopan ... Army 

Tho main objoeL of an anny it lo RgbL. Thit id .. it the foundation of all lnliuing. The 
Japan- ba .. domonnroled that thty ""' alwasa qui<k lo tab ovor any foroip lo<bniquea 
whieh 6t th<ir own characl6iati<» and opoeial requirtm<nl&. Ia thit nogard it it evidenL that 
they have made a eloae examination of the Nui baHI• e:rp<rianO<O of 1030, and tht.t they have 
applied Utetro l() Lheir warfare in Alia tic countri('tl in 111 way wbich hll8 bt~t'ln wall thought. out.. 
But. it. h&.a bc..~n provNI by 1 he Jup~tnt80 t..hruntel\'et Lhft.t. t hoy IU'e uot moro lmil.t.tots or tbe taet.i01 
and teclmiquea or othen!l. 
3. Modem MW...,. Tecbniqueo 

Tho Japan- ba••• made importanl advanoea in tho de'l'elopm••" of landing t.eehniqueo 
including the dt'Oigning and manufOI'ture of spocially oonttrueled landing-«&&t oaniert, landing 
eraft, ond .... uiL boa~<~. [See MJO lnform&tion Bulletin No. 7, January~. 1942, S..tion I 
and illustration&.] The fundam~ut.al virt.uee of foot> eoldio,.._in both fighling tu1d marching 
hAve alwayo been lnotillcd in tho JopAJI ... Army. At the oame limo dcpt'lldence on moloo· 
tra.na·port. is rcdu«d to a mlnimuro. N&v~rthtlaee, capt.urM motor vehjel~ a.nd locaUy pfO.. 
cured bi~yd .. are exploited. A. a rfOUit of th- prin<ipiN and metbodo, a t;ype of combat 
bu developod that it poculi&rly ouiled w Ea&tem Alia, the pan of the world with whieh the 
Japan- are moat familiar. 
4. Mod..., Techniqu<O l);oplayecf.in Malaya 

(a) Summ4tJ1.- In Malaya modern weboiquco have boon displayed in t ho following wayo: 
(I) Tho COOP<rotion of oupporting arms with tho infftlllry is clooo. This is lrllo eopooially 

in the cooperative 114tion of light &rlillery and mort.aro. 
(2) The radiophone bas be<n .a .. Uvely u...t in air-ground oommuni .. tion. Proof of thio 

io the rapid and etr .. Uve support !rom tho air, including taetieal reeonnaiaaanoe; and ll}e fll4t 
that the umy hu , .. owo air ann bu faciliuled tina ooopcroUoll. ~·orwa.rd oompaniea alwayo 
Ule voice radio for air-ground oommuniea.lioll. 

(3) Artificial battle noi!lee, made by live mortar bornbl and firac.rac.ker11, have baM UIC!d 
to mWcad t heir OJ>pononla ... lo Uoo poiut of the main attack. 

(4) Firing poaitiono in t..._ are ullod to gain advant.oli• over ground.bound opponeola. 
(6) ln the junc!e type of warfare whieh tho Japan- have been tarrying on, they have 

demoottrated tho ability lo move d .. pile tholaek of roada. 
AD of th- f .. tora""' important in jungle oounuy, where there io alwoyo poor Yisibility. 

1 
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~hat forward march baa now been ~ravely imperilled by a 
combination of oruel and barbarlo oonouerorl on other oontln­
enta. ~bey hAve begun by ohoklng to death the tree inatitu­
tlone of their own oountrlea. They have abollehed trade 
unions, they have perverted eduoat1on and aoienoe, they have 
destr oyed the rights and di gnity or the individu~l, and they 
have re-establiahed conditione ot tyranny that we thought had 
paued forever from our Und ot world, Not content with that, 
they have blotted out the independence or one tree country 
after another. I shall not read the tragic list of countriea, 
once aa free aa ·our own, wblob have had thelr people& enelav­
ed by these new toro3& ot paganlam and terror. Nor do 1 need 
to tell you in detail or the orimea committed and the mleeriea 
lntlioted upon hundred• ot million& in the name or the eo­
call ed •new order.• You know them well, and you know how many 
worker• ln other countries have been lmprleoned, tortured or 
kil l ed--tor no other reaaon than that they were member• ot 
labor unlone , Organized labor, at leaat, never made the mla­
take of imagining that we could compromiee with the authors or 
thoee orimee, Organhed labor in thla country haa a.lwaya rec­
ognized ra aoiem tor what it ie, and baa known from the begln­
nlng that the taaciet eyetem waa a deadly menace to our tree 
inetitut1ona, 

Today, ae you toreaaw, the tide of taaoiat conquest and 
barbarism is sweeping the whole world, This evil thing in 
field-gray uniform and hob-nailed boots i a creeping up, even 
on ue ln our sheltered continent, It baa broken loose on both 
aidea or ue, acrose the Atlantic and Pacific. 

'le know now that we are not eate even here in America, We 
know tht t unleee we and ~ur alliea win this war tb6re wlll be 
no survival or tree trade unlone, no liber ation of t he million& 
or worker• now enelaved abroad, no continuance of the righta 
t hat we have won in generations of struggle here at home, no 
chance to win a better future tor t he working men &nd women ot 
t he world, 

Ae I have aaid repe~tedly, thil ia not a token war, It 
cannot be fou~ht or won by token effort, It la a war or dea­
perate eerioueneas. It ia eo serioue that it allowa no margin 
ot earety for any or ua. 

Organized l.abor baa never underestimated the size or 
aoale of the war errort thnt will be needed. Your un i ons, for 
example, long ~go urged the quick conversi on or our peacetime 
i nduetriel to war production, even t~ou~h the erreot would be 
temporary unemployment tor large number• or workers, 

Regraded Unclassified



'· ~9 

~m nov en the war effort on the home front will take 
many forma, ~mong them the produot1on or eYer greater quaD­
titiee ot weapons, the coneerv~t1on of mater1~le, Uhe aooep­
tance of hl~her t~see, &nd the puroha1e ot more and more De­
renee Bonds. It aa:r not be dramat1o to eet &llde a part ot 
:rour pa:r each week tor bonde, but 1t 11 tremendouel:r laportaDt 
to the aucceee or the war ertort ae a whole, 4nd 1t ie 6o•e­
thing that can be done by everyone who e~rn• a regular income. 
I aocept your pledge or a billion dollar• ae a d .. onetratlon 
that you ••ill support the var eftort with all your algbt, no 
matter hov bard or how long the war may be. 

You cannot eet a pr1ce on the th1nge for vh1ch America 
etande. You cannot maaeure the1r worth 1n tarme ot money or 
of sacrifice. They oonet1tute a faith that 1e beyond price 
because 1t ia worth more than life iteelf. It 18 a taith that 
Americana have fought for an~ died for, and they will do eo 
aga in, tor llfe without that faith would not be worth living. 
If Americans are to be true to themeelvee an~ to their tuture, 
they will fight and eveat and ea-., an~ exert every ounce ot 
etrort until victory it von. 

-oOo-
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TAXES 

Present: lir. SUllivan 
Mr. Paul 
Ur. Tarleau 
Ur. Blough 

February 23 , 1942 
10:20 a.m. 

H.M.JR: Now, I thought I would start in this morn­
ing doing special privilege and hardship provisions. I 
thought I would do the ones the "ay you have got them 
listed. 

J.m. PAUL: We didn' t fini sh the other da - wi th the 
corporate picture. 

H.U. JR: Didn't we? 

J.;R . PAUL: lio, we just covered the excess profits 
tax rates . 

H.M. JR: Then let's f i nish that. What is left un­
finished? 

20 

MR. PAUL: Well, even with those increased corporate 
rates, we don't get enough tax. The next point in the 
corporate structure is the increase in rate of the sur­
t a.x; and, incidentally, perhaps too much i n the interests 
of neatness, our structure proposes the increase of 
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the nor.al tax to twenty-five percent. Now, there la 
no point in that except that it makes n better, more 
convenient figure. 

H.)(.JR: What is it now? 

MR. SOLLIVAN: Twentr-four, but we do the vecy thing 
we aaid we weren't going to do, allow any increase in the 
normal tax and that gives an added advantage of one per­
cent to the people who hold partiallT tax-exempt securl­
tlu. 

MR. 'URLE.lU: John, that is right, but it is an 
added advantage only in the sanae that we are just rouna­
ing out a figure. 

J.IR. SULUV.A.N: That is richt, and I say we shouldn • t 
aacrifica a principle juat in the interests of neatness, 
because it is easier to compute twenty-five percent than 
twentr-four . 

MR. TARLEAU: I! you think there is a lot of feeling 
of that ldnd, we ought to Be:f twentr-four. 

MR. SULLIVAN: Well, we have already stated that 
we weren't folng to approve &nT increases in normal tax, 
Toa. Now, o be sure, this is a small increase, but it 
doea violate the principle that we announced. 

H.K.JR: ~e of you men were here and heard John 
llc!Cee about holding up Jll1 band on what I said publlcl7. 
You heard it, Randolph. You ware here when John Kc!Cee 
kept •e:tlng that. 

MR. BLOOGH: On the bank expanse business. 

H.ll.JR: No, not the bank expenses. 

MR. PAUL: I must oonteaa I never knew that chap's 
ll&lle. EYerybody called him John. I didn't know who be 
was . 

H.ll.JR: No, the point wasn't just that. 1 .. an, 
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olo11q to that thing. I •u, the ar~nt o! nntne11 
11 the weakest arguaent I h&Ye eYer heard a4YUced on a 
tax proposal. 

MR. BLOUGH: In other words, noboq th1nlca lt mattera, 
but does it look better at twenty-!ln thu at twent)'-four? 

H.K.JR: Well, w~ not look better at thir~? 

MR. 'URLE!U: 'lhlrty 1e a good figure and twenty­
five is a good figure. 

H.K.JR: But we are on record now. I take it thia 
f&YOl'l wh<a? 

)(R. SULLIVAN: ~e holders o! partlalq tu-exmpt 
Federal se~lties. 

H.M,JR: ~ should we fuor the111'l 

J.IR. SJI.UVAN: I don't think we should, and I don't 
think in one tax bill wo can be conferring an additional, 
although inconsequential, advantage on thlll, and--

WR. TARIJWJ: John, you are atreaaing thh thing W8f 
be)'ond its importance. We can drop it. 

)(R, SULLIVAN: That 1a what I think we should do. 

IIR. TARLRAU: You bring a lot ot 110ral iaiUea in, 
which I think 1a unneceU&J'1. We can drop the idea and 
k11p it at twenty-tour. 

)(R, PAUL: Well , let• s conaider that. This isn't 
worth wasting 1111oh ti.lae on. 

H.K.JR: Then what ie the next thing? 

)(R, PAUL: That aeans we rahe the present aurtaxu 
seven percent, which we raiaed here to twenty-one percent, 
ud we will have to shift that and raise 1t to twenty-two. 
Now, that is a flat raise of fifteen percent in surtax. 
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!bat means a tota.l tax of fortr percent. 

H.ll.JR: lbere are fOU reading froa? 

llR. P.lUL: I 1111 reading !r0111 page twenty-tour ot 70ur 
statement. 

llR. BLOOc;I: Or ;rou e&n get it on page three of thia 
·~, what ill cail8d the program. '!'here ill the progru. 
low, page three or the program. 

H.Y.JR: I '''' 

WR. P.lUL: That contll!platea a raille, nol'll&l twentf• 
!our plua twenty-two, or !ort7-eix percent. We would 
like t o get that to forty-fin, 'but we cen•t -do it end 
ulte the anawer COllie out right. We han one other idea 
we nnt to au'blli t to 1ou there. 

H.ll.JR: I am listening. 

MR. P.lUL: All right . You should take that surtax. 
That increases the tax on all corporations, flat rate . 
It ia not just on excess profits. Now, in addition to 
th&t, we have, as part of the corporate structure, aug­
c-•ted a so-called war - special war tax which rou see 
Just 'below !tea fifteen on page three. 

H.W. JR: I have got that. 

llR. P.lUL: Ten percent, allowing a tax credit of 
five percent of the amount 'b7 which the surtax net income 
ot the taxable 7ear is less then the average surtax net 
inooae of the 7eara •sa to 'S9. 

H.ll.JR: WhT ~ •t 70u fellows ever auggeat &JJTthing 
different? You just keep making the thing more and more 
difficult all the time. 

MR. P.lUL: Well, we could make it verJ much more 
aimple- -

H. IL.JR: It ie just like the Department of Agriculture, 
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.,';'!- · B,LJRe Jfl.b • aote • We. liMa 1M pt all 
~ wltll. all of tll.eat \uta, I .at a ocapaa\le 
a.t,t ~ate, 011e tu. lknr ..0 wwl4 I llaYe to han to 
... tlle ... UOUDt of IIOAIJ 1 JOU lito 

JIR. PAULr ~e oan t.U JOU approxia&tell DOer, _., .. , 
MR. BLOUGH: Tee, we think it would be approziattq 

81 ptl'oeat. 

B.K.m: When 7ou get all through with that, I aa 
aoiD& to han a real argwaent with you teuow •• 

llll. PAUL: All right. 

&. IID'OOB: I don't th1Dk the argwaent ie ao .aoh 
with u &I it 1a with e-.. other people, labor UDitlllf 
ana 10 forth. 

llll. PAUL: 'ltlli the argqaellt h ee~~ewi th ua. I 
4GD1t belitTt in a f at tax. 

KR. IILOUGB: I do. 

B.K.m: W.U, I would like to take a look at it 
u.r-¥• 

llll. PAtU.: I -.at JOU to unilrataaa in thit war 
IUW, whetll.er it be eeparatt or oaabiAea w1 tll the ola 
avtu, it b a:: att.-pt to get Mre or leee the ... e 
Nnlt at we would han gottm bJ the rei11ot10D of the 
Sa.-. oreait trca ninetJ-tin to enentJ-tiTI percent. 

B.K.ma Well, aren't 7ou doing thatt 

KR. PAULa We are getting not quite the eame re~ult, 
bllt--

B.K.m: Aren't JOU reauoing it? 
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B.N.JR: Well, I can't take it. 

Jm. BLOUOBt People who would like to aee lowel' 
••t~orate ratea a!tel' the war, of which I am oqe - I 
W01114 like to aee it c&ll.ed the war aurtax. Combine 
the two and call it war aurtu. 

B.N.JR: Well, work oq it beoauae I couldn't take 
uothar uparate tax. 

lm. PAUL: Of c:OU1'111 we are alao advocatlng--

H.N.JR: The nol'lll&l, surtax, the war tax - 1t h 
too IWch tor me. 

28 

Jm. PAUL: Let me sa7 thia juat 1n defense of thh. 
I th1nlc we oan combine them, but one IWat remember that 
we hne just denloped thh war tax idea aa a comprocli11 
with Stlm last Thuracla;y ac ita simplicity will came with 
farther denlopmant of the aubjaot, We hann't under 
tbla structure an;y more nr taxes than we had before, 
btoausa we are recommending the elimination of the capital 
atook tax and the declared value exoeaa profits tax. 

H.R.JR: Well, that 11 a nuiaanoa tax that baa bem 
tl1a1nated. 

MR. P.lUL: It 1a a nuiaanoe tax, but it ia a fair 
aomt of revenue. That h one r .. aon wbf theee rates 
.,. what they are. 

liR. BLOUGH: I think it might be wall it we might, 
Ill'. Seorata17, atran the idea that the war tax ill to 
burden leas heavily concerns which are now m&ldng leas 
after excaaa profits tax than thef did before the war. 
It the concern through priori tba or aamathlng abe 
baa had ita ino1111e go down, ita tax rate can be lower 
than the concern whose income baa stayed up or gone 
b.lgher, and that 1B the notion underlying the war tu. 
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: .l to 

: Well, take 

• 0 

• BLO G : Yea, we ban an eX&III e l.n here e. to 
how it worke, t not a o aria of t e two. 

[ 1!. JR: Could ;rou ei t down bore n he me an 
e~lo, e wa.y it would 11 rk, the way lt 1 sot up 
her o-r 

• I!LOUG : S rely. 

r Came oTer here oxt t e. 
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B.K.JR: What? 

KR~ BLOUGH1 Preaent law tax thirteen •illion dol­
lara. now, we would deduot the thirtr-eight from the 
thirt7-f1Ye eight, and we get five bi lion dollar•--

H.M.JR: This is their profit•? 

KR. BLOUGH: ibis is their inco .. , and thie ia 
their profit and thie i• the credit, their excets 
profit• credit on ninet7-five percent baait, 7ee. 
'l'be7 would have an exoeu protlte inoo• eubject to 
tax of five million dollera. 

H.V.JR: That isn't exceaa profita i• it? 

)(R, BLOUGH! l!lo, thia 1a their current 7ear. Thia 
ia thi• Jear'• inca.~ , the tax on their 1940 into ... 
Thla ia the baae period credit. 

R.K,JR: I see. The7 etart with five ~llion? 

KR. BLOUGH: So the7 have exceas profita of five 
million. .Now, wa propose a top rate of ane.nt;y-tlve 
percent and figuring it - not all of that h at the 
top rata, ao it aakea three and a halt aillion dollara 
uoeu profits tu. ll'ow, the three and a half million 
clollara exceea protita tax--

B.K.JR: That iln't the preaent thing now, that h 
what JOU propoee, ien't it? 

KR. BLOUGH: That it right. the preaent ratea 
would be leu then three ailllon out of thi• thirteen 
million. We take the thirty-five, eight, deduct the 
three five fro• it. '!'bat is thia income. This ie the 
excees profits tax. We get thirt7-two point three 
aillion dollars, which ie the income after exceaa · 
profits tax. Now, the noraal and eurtax under present 
law would be fourteen million nine, That is the t1ent7-
t our peroent--I mean under our proposed rates, I am 
eorrJ, not under our preaent law but under our propoaecl 
ratu of twent7-ti ve percent noraal and twent7-one per-

/ 
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cent eurtax. ie get fourteen point nine million. 
Wow, in addition to that it would pay a special war 
aurtax of three point two .tllion dollara, ~oh ia 
ten percent of thirty-two point three. Now, this 
oOJIIPanJ' hnlng made more than it made In the base period, 
doean•t get any benefit of the reduction due to the 
feet that i te cre41. t has gone down - I &Ill aorry, that 
ita income haa gone down. It doean•t get any benefit 
of that, ao it p&fll at the full three and two tentha -
fall ten percent or it pa1• three and two tenths per­
cent million. So we han a total tax of three and a 
halt aillion exoeee profit• tax, fourteen point nlDe 
alllion normal tax and three point two aillion war-
tax to that Coca-Cola would pay twenty-one point aix 
a!liion out of thirt.J-five point eight tenthe ldllion 
of income, compared to thirteen lllilllon back here under 
the present law ao ita tax under our propoaal would 
be raieed eight and aix tenths ailllon dollara. 

li.M.JR: Just divide thirty-five point eight into 
twenty-one point aix ana see what you get. 

KR. PLOUGH: !t ia about aixty percent. It ia 
a H ttle J.lll than eixt7. lt h el.xt;y and four-tenth• 
percent. 

H.Y.JR: If there is a flat tax! 

KR. ELOUGH: It there h a flat tax--

B.ll.JR: If it went to elxty-fin they would pay 
110re. 

YR. BLOUGH: It it were aixty-five, they would 
pa;y more, that ia correct. 

H.M.JR: And George would be for a flat tax, aa 
I underatand. 

J,IR, PAUL: I think he •ould but generally apealrlng, 
the high profit corporations wouia payleaa. 
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IIR.PLOOOih Of courae he npeoh Cooa-cola to p 
·-· Jle npeoh Coca-Cola to Mke l1111 dOll be 110t' 

IIR. 'l'ARL!AU: Tu1 blcau11 of the auger. liP. 
Secretal'7• the apre..a lletften the hlp profit of 
Coca-Cola ana thl otbera 11 c•t aowa b7 these oh&Dgee. 
The apreaa now ia between alztJ-flYt ana - what 11 lt 
that we got, Ro7, alzt77 Sixt7 point four, ian't it' 

MR. BLOUGH: Yea. 

IIR. T.lRLEAU: So "hat we are outtlng acne the 
aifference between Coca-Cola•a tax with a benefit of 
flnetJ•fiYe percent credit an4 the aYeJ'&gl COrporation. 

he7 are clo11r together now becau11 of thia nr tu. 

H.V.JR: Well, th1a would h troa ninetJ-fln to 
aeYentJ·fiYt. !hit len't fair--

JIR. SULUV!II: flo, lt h not. 

B.K.JR: 'l'heJ don It want th1e. 

IIR. SUU.IV.Alh No, that hn't on the bub of the 
reduction. 

B.K.JR: Well, he had teYeDtJ•fiYt. 

Ill. BlOUGH: I • tOPI"J, that wu the rah of tu. 
!laat h 0111 tr011ble w1 th the anent{·fl n. You aee, 
thh 11 aot the 11nntJ-fin percen credit. !hie h 
the ltY&ntJ·flYe percent tax rate. 

B. K.lR: Oh. 
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IIR. BIDUGB: I • Tel'f aorey, Kr. Secretary. We han 
gotten thoat two aeYent7-flYt11 ln the picture. 

H.K.JR: What le the aeYentJ•fiYe JOU are uti~ 

KR. BLOUGH: The eenntJ-fin I u ualng th4re h 
the aul.ua rate of tu we propc11 or auggut that the-· 
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MR. P!UL: ~t le the 41tterence, RoJ, between 
the anentJ-tln un4er our ahcae' It oan eullJ be -
ohancea. Between outtlng the oredit to aeTent,r-tlTe 
ana thle proposal. 

KR. BLOUGH: It le alaoat l~oealble to coapare ~ 
thea because JOU would han to uke other changes in 
the other rates, but ae I reoall, lt ia eoaewhat higher 
than thle, a allllon or two dollar• higher than tbit. 

H.K.JR: BaTe JOU got an example? For lnatance, 
tor a tteel OO~&D7 Or an airplane COapUIJ? 

KR. BLOUGH: Let' s see whether thle one haa one. 
Here h Curthe-Wright. 

H.K.JR: ill right, wbat page la that . 

KR. BLOUGH: That is the next page. 

B.ll.JR: We will take that. 

KR. BLOUGih We probablJ a.houla han had thh out 
in a little table. It 1a written out in text tora. 

B.K.JR: You haTe got to do lt on a piece ot 
paper for •· 
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JR. BLOUGH: Ita net income, 1940, le twenty-eh 
llillion. It didn't. h&Ye 811.1 base period earnlnfe to 
aaount to anything, ao it used the invested cap tal 
•thod, and lt had a credit under lnveeted capital of 
eildlt aillion, which 1118ans it had dpt81n llilllon 
dollars excess profits. Kow,under present law, ita 
tax ia fifteen point t~ee. We will put that out at 
the aide. Now, under the proposal with excess profits 
of ei ghteen million, the exoeea profits tax, ualng the 
preaent method, which would use the eighteen million 
but would applf higner rates than are now applied, the 
exoeas profits tax would be thirteen point two million 
dollars. Now, the thirteen point two subtracted frao 
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the twenty-six point eight leaves twelve point eight 
million dollars subject to normal and aurtax . We get 
that b7 subtraotine the thirteen, two from this net 
income up here and the nol"llll.l and surtax then under the 
proposal, would be fin point nine million dohars, and 
this o011p81J.1 then would pay the apeclal ten percent war 
tax, and it would have no relief because its profits are 
greater then they were in the earlier years, so it would 
peT ten percent of thirteen point two million or one point 
three aillion war tax, so that ;you would have total taxes 
of nonul and aurtu tlve nine, war tax one three, excen 
protlta thirteen two, total tax twenty point four llillion 
dollar s, total tax. 

B. K.JR: As opposed to--

KR. BLOUGH: As opposed to a present tax of fifteen 
poillt three =illion dollars . 

H.K. JR: That is a very high percentage. 

KR. BLOUGH: Seventy-eight and three-tenthspercent 
of twenty-six million dollars, and under the present 
law it pars fifty-nine percent. Of course it ia one of 
those companies whose protl ta have gone up ltr leaps and 
bound• in the laat few rears. 

KR. PAUL: That is one of the COll!JliUliea on the 
other aide . That is above the eixty-five percent, you see. 
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Ill. BLOOGih ThoH are all the 1llu•tnt1oza• ot 
that we had. I would be nq glac1 to work out 1n table 
tOI'II - I can see that the text doesn 1 t work. I can haYe 
it 1et up in a little schedule tor rou. 

H.JI. JR: Has this got two IIXIIlllpleat 

Jal. BLOUGH: There are two there, that is right. 

H.K.JR: It ie not enough. 

Jal. BLOOGH: Well, we han a lot 110re. I just don't 
happen to hue them with me. 

H.JI.JR: Gin me one on U. S. steel, for instance. 
llot now. 

liR. BLOUGi: Well, I hne the uterials in the other 
book. 

H.U.JR: Well, rou can give it to me. Where do you 
stand on this, John? 

liR. roLLIV.lN: On this deYlce? 

H.ll.JR: Yea. 

JIR, 3JLLIV .lN: I think JOU MUI U COIIpat'ed with 
going after the reduction troa ninety-fiTe to aeYent,­
tin percent. 

H.K.JR: Yes. 

)(R, SJLLIVAH: Thq hann' t changed up there, air. 
Th117 haven't chenrd and at the conference at Senator 
George's apartmen last week it was very eYident that 
they did not intend to chance. Stamm and Doughten are 
adamant, end George is playing with them. 

H.K.JR: Well, doing it this way, how much of a con­
cession is this? 
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H.U. JR: Well, this is the first time I have heard 
i t, and it has soaked in. These other things I have heard 
before and this one I haven' t . 

MR. PAUL: Well, this is all very recent . 

H. M. JR: Now, l et's just pass this. What else have 
you got? 

UR. PAUL: Well, that is 
have a question of relief for 
important. 

H.ll.JR: What is that? 

the corporate picture . We 
corporations which is quite 

MR. PAUL: Well , that is your favorite baby, 
TOllllDY· I think you and John had some disagreement about 
that . The idea is to provide very generous relief to the 
company which has any abnormality about its base, not the 
invested capital base, but the income base. For instance--

H.M. JR: I am listening. 

MR. PAUL: For instance, in the years 1936 to 1939, 
some industries weren't representative of their true 
earning capacity. '!hat woUld be true, for in.stance, of 
the machine tool industry which made no money then, all 
cyclical industries. now, taking your income credit, 
and this relief we will admit that that doesn't alw8fs do 
justice in exceptional cases, and one of our thoughts was 
to have a special board in the Treasury to administer 
relief. They are a very difficult type of case . The 
board would have to have a great sense of fairness and 
discretion. We had something somewhat like it in the 
old war tax, and it wasn' t administered then too happil7, 
but I think that was because we had a Harding and Coolidge 
administration. To have s~me generous relief provi sion 
means--

H.M.JR: But haven' t these people all come down? I 
mean, it is going to be discretionary with us. 
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MR. P.lUL: We were thinking of establishing a special 
board tor that purpose. Well , if you don' t do that you 
are roing to have great trouble getting an acceptance by 
the oorptrate world of any such rates as seventy-five per­
cent. 

B,K.JR: What kind of relief would you get? Would 
you aay they would have to pq len taxes? 

KR. TARLEAU: Build their credit up. .l person comes 
to you, lfr. Secretary, and he S8f8 - well, aa we know, 
soae oases have come to us where they have done nothing 
but lose money in the base period. Their corporations 
are the cyclical ones and they just hit a bad cycle in 
their base period, and they say that, "If you assume 
every dollar that we make now is an exeesa profit and 
aubject to the higher tax rate, it would be ruinous to 
us. You ought to adjust cur credit to take into account 
the fact that we were in a depressed condition in that 
bue p~riod." 

B.U. JR: Then you are going to have what, a hearing? 

KR. TARLEAU: Yes, sir. They would have to have a 
hearing, and they would have to show what adjustments are 
necessary in their opinion in order to make that profit 
a fair one . 

H.K.JR: .l public hearing? 

KR. TARLKlU: Ob, yea, jus t like any other proceeding 
in a court where they would have to make their case. 

)IR, PAUL: In the last war that wasn't public. 

KR. TARLEAU: I think this ought to be , because of 
the great public interest in the excess profits tax, 
just the way any board proceeding is published. 

KR. PAUL: That probably would save us from a lot of 
scandal. 
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H.K.JR: If I have &IITthing to do with it, it will 
have to be publio. 
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MR. TARLEAU: Oh, 7es, just as •IV Board of Tax 
Appeals case is public . A man can sit in a board case 
and hear what 11!-ppens. I think the impelling reason for 
•~thing of this kind is the faot that these tax rates, 
Mr . Secretary, are going up to such great lengths that if 
a person is unfortunate enough to have hit a aepressed 
condition during the 7ears '36 to '39, you are practically 
confiscating hie income. That would be what it amounts 
to. 

H.lL.JR: What else have you got? I will have to 
soak that one in. 

l!R. PAUL: That ia prettr much the corporate picture. 

llR. BLOUGH: I would like to speak on that one juat 
a halt a minute it I might. 

H.M. JR: Yea. 

l&R. BLOU!ll: When we were working on this seven 
twe::t-two, the relief provision of a ;rear ago, we tried 
to e a provision for what would happen it an earthquake 
or a fire or something like that had brougbt about an 
abno~l situation in the baae period. We strenuousl1 
opposed, however, putting into seven twenty- two, the 
relief provision, any relief if the demand was abnormall1 
low or something else had happened in the base period, 
because you can't write that into a statute of general 
applicati on without thia board, and this is an extension 
of the i dea that was in last 7ear•s relief provision. 

H.Jl. JR: Well, how would this board be appointed? 

JAR. PAUL: B;r you. 

H.K.JR: With the oonsent ot Congress? 

llR. TARLE!U~ That is a detail, llr. Secretaey, that 
I think is veey important, and I am tr,-ing to get our bo7a 

I 
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to aublait alternative plane to you and how thie board 
ahould be appointed. ODe idea la that you ebould appoint 
it. 'lbe other one ie that 1t ebould be appointed b7 the 
President with the advice and consent of the Senate. 

H.ll. JR: Because you take that thing that Eddle Green­
baum ran over there with these twentr- two different ad­
viaer a. I don' t know whether you (Paul) were one of thea 
or not. 

liR. TARLEAU: That Amortization Board. 

R.~JR: They were not public bearings, and now 
these fellows have sort of gene baok to their work or 
are out of work. 

liR. BLOUGH: They couldn't do that here. 

H.Y. JR: If there ever was an investigation - as I 
understood - what was it, they aat one week in five or 
something? 

liR. stiLLIVAN: They circulated. 

H.Y. JR: Yea. But I mean supposing they ever in­
vestigate that thing. It would be terrific to explain 
wh1 one IIWl did one thing and twenty-one did ao•thing 
elle . Wouldn ' t it be? 

MR. SULLIVAN: No, I don't think 1t would be, sir, 
because it waa a fine board, and I think those men. are 
all - they all kept their skirte pretty olean. 

H.~JR: Oh, yes, but I mean, do you suppose there 
were r ecorda made? 

liR. SUIJ.IVAN: Yea, I think there were, although I 
don't know for sure. 

H.W.JR: Did the comp&n1 get a chance for a bearing 
or wae it just gone over? 
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MR. SULUVAN: I don't think they got a hearing. 

H.K.JR: They did it on a caae baaia, ia that what 
you call it? 

MR. SULLIVAN: That is right. 

MR. BLOOGH: There is no use blinking the fact that 
this would be a very hard thing to do. 

}It, SUIJ.IVAN: I think in what Kr. Tarleau is trying 
to do, the cases are very, very hard. U1 reluctance at 
first blush, when I first learned about this, to see it 
adopted was predicated on ~ general resistance to &DT 
device that gives to the TreaaU!'7 such tremendous power 
without laying down in the statute soae guide as to bow 
that power is to be directed, and if it is possible~ in 
the statute to define the limite within which relief can 
be accorded by the board, we will be in a much better 
situation, and I think T~ agrees with me on that, 
don't you Tom? 

MR. TARLEAU: Surely. All I want to do is to not 
lay down some restrictions that the relief goes out of 
the window. I agree with you on as m&DT standards as we 
possibly can have in the statute. I .. not at all SUl'e 
that the Secretary, when be finally makes hie mln.d up, 
will want it in the Trea8U!'7. He JD&y want it in a 
special diTiaion of the Board of Tax Appeals rather than 
in the Treasury, because be doesn't want the Treasury to 
be eubject to ~possible criticism of arbitrary action. 
That ia one of the things I was working on lest night to 
see whether we could make it a special division of the 
Board of Tax Appeals. 

H.Y.JR: Believe it or not, I don' t went any more 
power . 

MR. SJLUVAN: Well, this is tremendous power for 
whoever has it. 

MR. PAUL: <h, that is certainly true, and it couldn't 
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euoceed as a board unleaa it was composed of men of such 
high caliber that it had the coaplete public confidence. 

WR. SULLIVAN: That is right , and I think ther have 
got to be free from the political pressure that would 
result from a change of administration. 

)IR. TABLEAU: That is perfect~ true. 

KR. PAUL: But this is a very essential element. 

H.K. JR: Oh, I can see that. Of course, the Board 
of Tax Appeals is set up ao that it lives over - what 
are thef, twelve 1ear appointments? 

l!R. SULUVJJJ : Yea. 

MR. TARLUU: The1 are appointed, some for fourteen 
rears , and then ther step down, don't ther? Some are 
&J!pointed for ten and twelve, but anrwa:r. ther are lonf 
term appointments. It ma1 well be that we ought to pu 
them in the board as a spec.ial division of the board just 
to handle this trpe of case. 

IIR. SULLIVAI~: ){r. Stam la advocating a - giving 
nora more work to the Board of Tax Appeals for the dura­
tion. 

H.ll. JR: What would he do with the cases? 

KR. SUIJ.IVAN: Set up some separate board here in 
Treasurr. 

H.ll.JR: Well, I am willing to take anr responaibilitr 
in the Treasury, but I am not looking for anr--

J.fi. PAUL: I am not verr much in sympathy with that. 

KR. SULLIVAN: No, I am not with that. 

H.~JR: What else on corporations? 

KR. PJ.UL: That pretty much covers the corporate 
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picture. 

MR. BLOOGH: Have you talked about the thought of 
pouibly returning some after the war? 

MR. PAUL: No, we haven ' t talked about it again, 
but it has been implicit in several conversations. That 
ia your idea of having the re-emplOJMent fund. 

H.Y.JR: EspeciallY since I hear that when you saw 
these three gentlemen they all kind of liked it. Is 
that right? 

MR. SJWUN: Yea, very much. Nelson said that 
that refund would have to r to all corporations, that it 
it were conditioned so tha it would just go to corpora­
tiona in need of relief, that it wouldn't work and it 
wouldn't accomplish the desired result among the--

H. Y.JR: I don't know whether he is right on that . 

MR. SULLIVAN: No, I am just reporting his thoughts. 

KR. PAUL: I didn't get quite that ~reaaion. Be 
did say it would be rather difficult , however, to find 
the conditions under which it should be re~urned. 

WR. SULLIVAll : I asked him, Randolph, if it should 
go back to all or ~ust tD those, and he said, "No, it 
would han to go back to all. • 

H.W. JR: Well, I don't aee how that would work. 
The idea is, as I understood it, that when we get above / 
ei.ghty percent that this was there tor that purpose, and 
I think - wouldn't it be - most of those that went above 
eighty would be companies like the Curtiss Wright anyway, 
wouldn' t they? 

MR. BLOUGH~ Any compaJll that had one dollar at the 
highest rate. 

' H.W.JR: But I mean, it liOuld be mostly companies 
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in the war business, wouldn't it? 

WR. BLOUGH: llost of the money would come from thoee 
companies. 

H.li.JR: The thing that surprised me was that you 
(Sullivan) said that Patterson said they are not setting 
up provisions to par the company to put their machinery 
baolc again. 

WR. SOLLIV!Il: That ia right, and I received this 
morning, it just came in before I came in here, a contract 
from tlie War Departaent which makes allowance for con­
nrting from peacetiae to lllilltaey production. I hann •t 
had a chance to read it, and elao a letter from Judge 
Patterson to Donald Nelson raising the question as to 
whether or not a similar provision should be made in 
future contracts to pa_v for the reconversion f rom mili­
tary production to peacetime production after the war is 
over. 

H.Y. JR: But they are paying the companies for dis­
mantling their plants at present? 

MR. SJLLIVAN: I think they are pqing most of them. 

H.Y.JR: Well, if they are not paying them to set 
the machinery up again, this seven and a half percent 
would be all the more--

MR. PAUL: Very true. 

B.K.JR: But I can alao see that some would get it 
and soae wouldn't get it. 

MR. SULLIVAN: Oh, 188· 

llR. PAUL: It wa~as a basic proposition, popular 
with all three of them. 

KR. SULLIVAN: They all just went for it. Big and quick. 

B.)(.JR: Roy, I 'rish you would make one ·note. I 
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don ' t know whether it is in my own statement, but I 
would like to say something about - that the excess 
profits tax should be the one and only tax that we 
shouldn't have any- and so forth and so on. I don 't 
know whether I have said that before. 

WR. PAUL: No. Patterson, particularly, didn't you 
think, John--

liR. SULLIVAN: Yes, I raised that with Patterson and 
all with Forrestal. 

Now,· Vinson is after us and Walsh is too, and I think 
I would like to have a conference with Forrestal, Patter­
son, Vinson, and Wal sh, and see it we can't thrash this 
thing out no~. 

H.Y.JR: Well, don't you think we ou~t to wait until 
we know a little bit- get this thing a l1ttle bit more 
jelled? 

MR. SULLIVAN : !lo, I don' t, sir , because the pressure 
is on . Walsh demanded that Surrey be availabl e to help 
him draft a bill, and we thought we ought to play with 
Walsh. He has been pretty helpful to us on finance. 
Surrey is available. The i dea that Walsh gave him can't 
possibly be worked out, and I think it we have this con­
ference now, it will clear the air. 

H.W. JR: Well, let me think that one over. That is 
full or dynamite. 

MR. SULLIVAN: Well, I would want to tell - oh, 
incidentally, I would want to have George and Daughton 
at that conference, too. 

H.M. JR: Well, I think I would have to go into it 
myself. 

l!R. SUWVAN: Yes, that would be tine, but I think 
we ought to plan to do it tomorrow at the latest, because 
the pressure is getting very, very strong up ther e. 
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MR. SUI.LIV.llf: !11, 11r, I will. 

H.K.JR: O.I. Well, let •• loot at rq 01111 delk, 
and 7ou will hear trom 111 again todq, all ot fOU. 
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OperatOJ'I 

BMJr: 

P: 

RICJr : 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJ r : 

P: 

HMJr: 

P: 

HMJr: 

PI 

HMJr: 

Oo ahead. 

Bello. 

Bello, Mr. BeoretarJ. 

Bow are JOUt 

Fabruar7 2), 1~2 
2:)0 p ••• 

Well, I aeea to be aort ot the central t1gure 
here 1n the aquabble, but I '• getting along 
all right, I gueae. 

Vell, I don't know what happened, JOu aee, eo 
I heard troa Purcell that the Pree1dent aa1d 
it waa all right to haYe JOU coae oYer •.•.. 

Well ••••• 

••••• but he Juet didn't want to put it i n 
writing. 

Well, Bopkine oalled Purcell up thh aorn1ng. 

Hopkins did whatt 

Called Purcell up th1a aorn1ng. 

Oh, I d1dn 1 t know about that. 

Well, apparenUJ that waa a hang-oYer troa vbat 
I told JOU about Lacm, JOU know, eoae weeke ago. 

Oh, 7ea. 

And apparentlJ the President auat haYe epoken 
to hia atteJ' - well, aoaet1ae atter Baturda7 
night. 

Talked to whot 

Talked to Hopkina. 

Yea. 

-
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Pebru1J7 23, 1~2 

lflllORAJDlJ)( TO THE SECRETARY 1 

Suppl...ntlng ~ aemoran4ua to 7ou ot Yebruar{ 20th, 
we art now able to report that the indicated detio enol•• 
on aeYtn of the it ... aohaduled on our atatua report of 
the Ruaalan Prograa dated Yebruar,r 18th will be oleart4 
up b7 i pril lat. There are two it ... on Wbloh olarlfi­
oatlon of apeelflcationa la required troa the Rnaalana be­
fore the balance• oan be allocatt4, which matter the War 
Production Board now haa under dlaouaaion with the Ruaalana. 
There r t .. ln tl~• aattera ot allocation defioieno7 and one 
priority difficulty. Two of the allocation iteaa are the 
r t ault of inauftielent wdll oapaoltitiJ the three other al­
looetlon detloienoi•• haTe to do with requiaition• ju1t re­
cently recei Ted from the Ru1alana. Tha priority dlfflcult7 
concern• the neceaaity for a higher rating, and eaoh of 
theae matter• i1 under acti~• conaideratlon. 

In addl tion, the 1'/ar Production Board hu auapendtd 
10,000 t ona of rail• from Brltieh production and .. will 
aeoure dellTery of that tonnage for Ruaala during the aonth 
ot March, and 4800 tona of ateel plate• will alao be ahlpptd 
during March. Both of th••• lte .. are Jon-Protocol. 

We are keeping in oloae touch with War Production 
Board and will adT!ae 70u pro.ptl7 of further dtTilopaente. 

o4'~)__j( c i~ton E. M&ok 
D!reo or of Procurement 
1 
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N: 

~Jr: 

M: 

IDCJr: 

M: 

HMJr: 

M: 

HMJr: 

M: 

Hl'.Jr: 

M: 

IDIJr: 

M: 
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Yea, e1r. 

I ba•e your letter ot the twenty-third on thie 
Ruuian thing. • 

Yea. 

Ot oourae1 you know what you're writing about, 
but I don t. 

Yea. 

And I - you 
1 teae are. 

aee, JOU don't tell ae which the 
Mow, Jou'•• got that schedule before 

JOU ••••• 

Yea. 

•..•• vhloh I eent o•er, you know, tor Nelson. 

Yea. 

Nov, 1t JOU could get me a letter Which I could 
ba•e the t1rst thing tomorrow morning- I don't 
know whether there are nuabere on those thinge 
or not, you eae. Let me know vhlch ot thoaa 
things have been cleared up. 

Verr good. 

Nuaber thea, or by line nuaber ao and eo, you 
aee. 

All right, I'll do that. 

But JOU aee, I can't tall. 
on which a olaritloation ot 
required troa the Ruulane. 
the two items are. 

Yee, that's eo. 

There are two iteaa 
epeoit1~t1ona le 
You don t eay which 

Than 7ou aa7 - report det1o1encr on ae•en 1teaa. 
You don't ea7 which the ae•en are. 
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._ el .. eth .. U.o ue Ule no111t ot 1 ... 
RtftiJ-' 8Ule. ~ .... , •• u. lllllob Ule -.... . 
ZH. 
I .... I .... , ...... u. 
W1111, ._,,, tne. I'a ba't'lJIC \baC •obe«alo 
NW1 .... '-' pullape 1'4 lienor 1a \ba .... u. 
pt a letter ... r te FID U4 llU CheN 1 C.. • 

.. , a 1nwr - .. tba' I oaa ban u 111 Ule 

:r:~·.:. ,!. .... :. '*lila ... Ule -· \ba' 
., 

Yft7 ..... 

...... 1a41•UJIC Olallln OD thll obu' 11b1ob 

...... ouu .. be ..... 

Yel7pe&. 

Ia ,._ .... , I want up1.1t1oaUon. 

Ye17 po4. 1'11 clD \ba,. 

lllllr: ... - oa4 Clloe FO• oUll - F••'n .. , .... w 
- '*loll ClMF retuo w ut 

1: «*. •• lo 0 t;ben U'e Ml'ta1D U- UlaC \bel' 
J118t ..._UF -1Yo4 roqa111Uoao 111. 

IIIIJr: Cia. 

Jrf Alii. •••• 

IIIIJr: tre11, I tb1alt FOil IIIP' w MDUIII ~·• DD4 
lq ..... W pt Ule Nqa1o1UODI. ' 

lh .111 •1111•· 
IIIIJrt ... , ..., 414 we rooo1 •• &Ua • 

•• 
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IIJIJr: lett rtu .. , ..._, I _,_ 

M: Yet, I 61. 

JDIJr : tbank rn. 
II: I Go. ree, elr. 
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Oeni'IIOI' 
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JIIIJI'I 

1.1 

JIIIJI'I 

1.1 

JIIIJr: 

1.1 

IDIJr: 

I. I 

1111.11'1 

1.: 

1111.11' 1 

I. I 

1111.11'1 

L1 

IIIIJr 1 

L1 

... are r••' 
Pl••· 

!........., 23, 19'2 
.... 25 •••• 

?6 

CJM4. liD)', BeN7, l bM1'4 a I'WMI' JIIWI'tQ ••••• 

'foe. 

.. • • • U..C U.. !'reai1U'7 lleJIU''-DC il tbta!rt DC 
of 1'0-IIIUDC .._, UJ IUCOI tb&C 41411 1 C 
aUew 11M 4ed»ot1oa froa euco 1•-• ux 1*1-
ooau of Uw te«eral. taz wl&ld DO\ be allne4 -
Uw DlUaoa• w~d aoc be allowed te ~oc 
11M IC.W taz - boUo. 

l a-.U' IMaH of U . 

All J'1CbC, fine. l Jill\ WIICe4 \O aakl 1111'0 
of uaac • 

... ne.or bMI'4 et u, Rerberc. 

!bat would, of oouree, puC an abeoluColJ on 
the 'Jpo - 1 c wuld oeaa \bli'\J or terc, 0r 
tli\J Dillion 4onal'l 1111 in l'l'l'lnllll 1111'0 
&114, pllb, ft Jut ODII 1 

\ ltalld U. 

IO'I'U MaN of i c, BorborC. 

All J'1CbC, f1ao, llonJ'J. 

.Juoc obal'l• u ott w titcb ool11DD11w. 

All J'1CbC, tina. l 1o &la4 co beer eta\. 

All J'1CbC. 

low' o I'I'II'JCblDC 1111 p1DCt 

Ae Wll II Jill oaa I:KpOotl. AI Will AI JOII oaa ...... 
'In ba'l'ea'c biU'4 &JI1\b1Df ••~'~ - l .. an, 
lp8Co1a bala'c oa14 &JI1\b1DC •r• all•' etac, 
bal !let 
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r~a 1 71942 

!be att.acbecl latwra to the Spealcer or the !lou• e1111 
the Pree1dent. or the llenaw, p...,ared tor year el.IJ:Iahre, deal 
wl.tb an 1eaue wbicb I feel MCM&U7 to brin& to yarsr att.enuoc . 
Tbe7 relata to action of U.e llolaaa 1>· aliaiJ>atlD& .., U• or 
a2~o,ooo trca tba Treu,...,-Poat ornca apprcpriaUDD wbich wu 
included to e&n7 out the ,,.....,..., par\ ill the Joillt atrort 
Wider llltacuu ... Order 851.2 or daY8lop1na a rallabla &¥eta. or 
t1Jiancl.al raporte ro.r the OoYer.-11\ . 

The ita. 1te.U 1e DOt ae l.lportant. u the 1uua wbicb 
t he Co.Uttea on Apprcpr1at1ona and eartain Rapublie&G -•re 
uda or the cue. !bey recited ar«-nt.e ill alJ..a1llat.1111 the 

80 

it. .. which &0 to t.be •• .,. bN.rt or t.he praroptivoo of the 
Sucut.t.... They propoaa t.urnl..oc auantial - 1!-t llmctioDII 
over t.o tho OovarnDtnt'a auditor and d1voat.1nc t he Praaidont or 
hie rlibt to data~ the kJ.nd or Cinanoial intoruticm required 
by the lucutin Branch. The prq)oaed lat.t.era to.:etber witb t.ba 
•IIPPortiJII ...,randua, wbicb .. ha ... p~ ill collaboratioc 
with the rreuury, tall the ot.ory • 

.ure.ey there are av1clancu that the dapart.8onto ..,... t.a1r1nc 
their .... trca the Jb>M actioc ellll ara witlldralrilll! Ulair 8llpport 
t o the t1Mnc1al raport.l.A& pfOIIru wbieb you ~ b7 !xacut1Y8 
OI'Ur 851.2. 

!'be s.n&h 11 ,_ ccmaidarin& thio U.• 10 t.he let.wra 
o!lould ba sent ~ataly 1t you approve tb••· 

Sncloeur .. 

( Sl~nod) !'~~~~tll D. s·• !1•1 
lii ract or 
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40 Uo~td 8141<1 .., BtiAUu .. Btul Corp. tl .!_ 

And It iiRpporUd by Lbe latim0117 of Lbe np,_otau.,. of tile 
nro eonttaetina partiea who ntgOI.iattd tbe eontraeta. 

Jn that view of the matter &thlehtm would be put to ita pfW 
that it etfec-1«1 the avinp whith it now tlaima. lfere ru•work 
would not be enough. J. J. Preil <t Co. •· Uoittd Blot.,, 58 C. Cb. 
81, 86. Preeioe proof of eaeh doUar aavod might not be poaaibl~ 
But a reMOnable approximation ot Delhleb~m 'a contribution to 
Lbe aavin{!11 would be n ...... ry. Suoh bw-den of proof hu boen 
8UJitAinl)(l in olller eA8e8 involving almilar contract.t. OoAe.,., ENdtl 
<I! Co. v. U•iled Statu, 60 C. Cia. 618; F. JMObto• di So., v. 
United Statu, 61 C. Cl.o. 420. Tbe Oireult Court of Appeal, 
1tattd that there was "some evidence tudin1 to ahow that a& vines 
re.uJted, in pa.rt at lem;t, from inenued e:tnciency." 113 P. 2d 
301, 307. But lhere was no elta.r ahowina lbat apecial eft'ona wm 
made 10 r«<uee fJOIJts &Dd that the avinp wbieb Nulttd wm 
lra<dble 10 auoh dona. Tbe u_,. llndl"«" oo tht iomt 
were not made. 
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0 r t:.u "'il r:Ha. 

Doar ~enator o ·~ont11 

The atatCMnt whloh 70u .:~&de on thl 

floor or the Senate on Thur1U., to the erteot 

that t he : ocretary o! t be Tre&IU1'7 baa been 

unutuall7 t!!ective in r tduolna the Lntereat 

rato on the natlo!lal debt h.t.a been brought to 

QY attent ion. 

I whh to thank ;rou tor 70111' ldnd 

r tt:ll.l'b and tor ooll.lng th l e uatter to the 

attentlo!l or t~e : enate. 

,_ ...... u •· .. .. ..... , ... 
r.eorettr7 ot the 1rea.ury. 

l'onorable Joseph c. l) ' !£ahoney, 

Un1 ted !:tatu !.onate. 
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{' /}. p'J.e,.!, 

LUau 2/21/4.2 
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,_.....,II, 1MI 

neue tiM cnat trca the ... York !bea l.f 7011 
OP r.t M a 4o .. a ooplll Of thet wert 1a the ..,... 
S.ot - - »-alA J)Mt. Wbo WU NllpOUlblt for rttbc 
tlaat 1a the ... York !beat WJ'lte • • - • 1 
pleue. 
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TO 

TR.EASURY DEPARTMENT 

INTER OFF1Cit COMMUNICAT10N 

Secretary Morgenthau 

George Buffington~. 

1.00 

The publicity referred to i n your memorandum 

ot today on 1 The New Spirit" was arranged by Hies 

Antoinette Spitzer of t he Walt Disney Productions i n 

New York. 

I heard much favorable oomaent r egarding 1t 

yesterday on the tra i n comi ng down froo Boston. 

I will have t he twelve copies of the i nsert 

in the New York Times f or you the fi r st t hing tomorrow 

morning . 

Regraded Unclassified



Regraded Unclassified



TO 

TREASU RY DEPARTMENT 

INT ER O FFICE COMMUN ICA TION 

Secretary Morgenthau 

George But'1'1ngton ® . 

• 

~y 
DATE February 23, 1942 

Some t i me ago you told me , in connect i on with 

a d1eoues 1on of •The New Spirit', you dld not ~'nt to 

ask any ravors or t he Bank or America. I am t old by 

Mr. John Hay Whitney that the Bank of America has i.ndi­

cated a wi l lingneee to guarantee up to 50% or t he 

l i ability in our contemplated Disney proJect . While 

t he suggestion to the Bank came rrom Whitney and not 

from t he Treasury, our interest 1n t he proJect conta1no 

i mplications with which you may not want to be i dent i fied . 

Mr. Whitney ' s representative is in California 

Dnd I unders tand expects an anAwer from t he Bank tomor row. 

I f you consi der 1t undesirable to permit t he Bank to 

part ici pate , I should like to advise Whitney. 
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Feb, 10 

11 

12 

13 

l ll-

15 

16 

17 

18 

19 

20 

21 

Ua11y chanuee in toe stock or Serieo E etwi n,_a bond& on band !J 
(In thousa nds of ~1~cea ) 

NW!lber or : llu::~ber o~ n i eces : Stock on hand : IBM 
pieoea eold : man~actared : at close of : deliveries 

this day : thia daY : day : this daY 

193 705 17 , 712 I 2,000 

159 695 11! , 21l-S 

.220 6lj.o 11!, 668 

l lj.lj. 370 1g,S91l-

g7 none- closed 1s ,go7 

none-closed none- closed 18, 807 

363 535 18, 979 2,500 

89 soo 19, 690 1,000 

218 soo 20, 272 1,000 

16Q soo 20, 912 1,000 

193 goo 21 , 519 1,000 

200 none-closed 21, 319 

Office of the Secretary of the Treasury, F'eSruary 2j, 1942 
Division of Reaearoh end Stat1st1ca, 

l/ Includes st~ck ln hands of (1) Federal Reserve Banke and branches, (2) Peat 
of fic es , (3 Federal Reserve Bank 1esu1ng agents , and (4) Treasury vaults 
1n Washlngton. 
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TO 

,ROM 

TREASURY DEPARTMENT 106 
I NTER OFFICE COMMUNICATION 

DATa febN&ry 2)1 l9/o2 

Secretary Woraontbau 

w. H. Thompson 

Major General Harley B. Ferguson, a r etired Fnainear Officer 

reatored to act,i ve duty !or aaaianment to the Treasury, reported 

here leet week. In the mean time wo have pretty well completed 

our protective maaaures against poaaible a1r raida or aabotaae in 

Treaaury bulldinaa in liaohinaton . Instruction• &lao have gene to 

aU of our !ield otticers 1n charae or Treasury bu1lcl1n&• and 

reporte indicete that appropriate precaution• have been taken. 
I think it would be well, however, t o have an inspection mads of 

aomo or our laraer field office buildinB• and if you approve, I 

~111 aend General Ferguson t o visit the Mint Buildings 1o PhUadelphia , 

Denver, and San Francieco . Vihlle on the Coaet, he can also look 

over the Cuetoms House and other buildinaa houe1ng Treasury personnel . 

General Ferguaon haa quite a diatinBuiahed record. A bioaraph1c&l 

eketch o! the General 1s attached. 

Attachment - -
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3748 (Bom N.c. ) II.I.RLIY B. PIROUSON (Ap 'd H.C . )7 

Wilitory hiotory - Cadet at tho U.S .W.A., trom Juno 15, 1893 to Juno 11, 

1897, when ho waa &raduatod and pr01110ted in the amy to (Add . Second .Lieut ., 

Cor po cf Engineers, Juno 11, 1897) . Sorvedo At Chorloatcn, S.c., under ~ojor 

Ruffner, from Oot . 1, 1897 to April 11, 1898. - At £n&lnoer School, Willot1 

Point , II.Y. troa April 11, to 28, 1898 (Sooond Litut., Corps at Et>pnoera, July 

5, 1898) - With Co- B. Bo.ttallon of ll>l&inoera in Cuba durin& Sontia&a com­

polb" , and at Weot Point, N. Y. , trom Sopt. 4, to Deo. 11, 1898. -At ll>l&lnoor 

Sohoo1 , Wl11oto Point, N.Y., froo Dec . 11, 1898 to July 5, 1899. - En route to ond 

in Phlllppineo to Juno 26 , l900o (Firot Lieut., Corpo ot En&!noora, Jon . 29, 

1900)o Enrouto to and in China, to l!Ay 27, 1901; at Poita•n& Y&n&tsun and Poldn, 

Chief En&lneor officer, China Relief Expedition; In Philippine Is1o.nda and on route -to the u.s .. to Deo . 1 , 1901; in Inrormat1on Bureau , Adjut~nt Gener&l' e Offioo, 

~oohln&ton to Aut • 1903; at U. S.Milltary Acadomy, Instructor in Enginoerin&, 

Aut. 23 , 1903 to Aug. 31, 1904 (Capta in Corpo of En&ineera , April 23, 1904) - At 

Pert Leo•onwor th , ~ao., Student . Stoff Colle&• to July , 1905; Instructor In En&­
lneorln& Department, Infantry and Ca.alry School , tc July, 1907; at L:onttoiOery, 

Alo., u Auiltant to Oct . 9, 1907; In ehiU'j~O of ll>l&ineer Dlotr let, frca Oct. 9, 

1907 to Septoabor l910t a t Bava.ne. , Cuba, auptM'111n& tho work of r•.!!,!-nt ~ 

Ba ttloahip ~~n~eptember, 1910 to (~ojor , Corp• of Bn&lneers, Feb. 27, 1911) 

Auguot , 1912; at Ar~ War College, Waahln&ton, D.C., Augu•t 1912; to July 1913; 

at ~llwaukeo, Wis., in char&o of Engln or District, July 1913, to ~arch 1917J 

at !lew London, Conn., l.!o.rch to (Liout. Colonel , Cor ps of Bn&lnoora , l!ay 15, 1917) 

June , 1917J at Boaton, U&aa ., Dop~rtment Bn&ineer, June to (Colonel , ot Eng1neera , 

National Ar~, Au&• 5, 1917) Auguet, 1917; at Co.Mp So•ler, GreonT1lle , S.C., on 

routo tc and In Franco, o.od c......,dln& lOSth ll>l&ineer•. 30th Dlorialon, Allerico.n 
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SXpedlUonary Porooa, to ,.... 19181 Corpa lllclnoora, 24 Corpa, J1111o 18 to (Brie. 

Omert.l, o.a . .a. •• .lut;. 8, 1918) Ootobor a. 18181 at lf.-port ..... va •• c-d­

lnt; p9rt or !Dibarlcatlon, llov. 10, 1918 to llt.y 19191 (Rot11rned to Grode 9t Lieut. 

Colonel JUno 16, 1919)(Colonel, Corpa ot lncinoora July 1, 1920) • .lt PlttaburS)I 

Pa., Dlatriot Engineer , Plttabur~ RiTer an4 Harbor Dlatriot, JUly 1919 to JUly 

19201 at Wt.ahint;ton, D. C., atudont ortioer, ~War College, AUt;· 1920 to Juno 

1921, when ho wao t;r&duateda Oftie>e, .luhtent eoorotory or llilr, in ollart;e ot oupor -- - -v!llnt; plano tor induotrlal 100b1li&at1on, ,lpril, 1921 to Jan., 19271 Dir ootor or 

J..nq lllduotrial Collor.e, Peb. 26, 1926 to Jan. 182?1 at Wao~, 0 .01 D1Tilion 

~lneor, OUlt D1Tillon, Jan., 1927, to Jf&y, 18271 at Clno.h>na ti, Obio, Divilloo 

~lneer Centrt.l DlTialon, Jf&y, 1927, to Oot., 1929, a t l!ortolk, vo. ., D!Tillon -.. .. 

ti-oeer South Atlant1G Dirlalon, Oct. , 

W1aalao1pp1 Valley Diviaion June 1932 

1929 to JUno 19321 Divlalon Ent;ineer, Lower 
J~<•t /£t , ,n .. 

to - ·' Appointed Preoident, lliui11lppl 

River Commioalon, June 15, 1932. Served ao Proaident ot tho 111as!aolppl River 

Commioolon until Au~ot 31, 1939 when he retired tor age. 

Distingulohed Servloo Medal 

"For oxooptlonaUy a&rltoriouo and dht1D£11llbed 10rT1oeo. AI cbiet lnt;looor 

ot tho 2d 1.rrq Corpo &Dd la tor ot the U Anq, bo d...,oatratod hiS)! prot .. llonal 

attalDMnta &Dd •rlced inti tlo.tlve. Tbroup hi a tor .. ir.ht and okill in d1 rootinr. 

t..portant teoh.l11oal operattMa he •• a notabl• taotor 1n the •ucceaaea ot the 

o01:1bat troopo, renderinr. invaluable oerviooo to tho .laouico.n Sxpedltlonary Porooo. • 

NOT£ : 
General Ferpaon r·eoe1ved the rank, pay, and allowe.noea of' a retired Wa jor Oenera.l 
under tho author\~ ot Publlo Lo.• 228, J.ur.uat 18, 1941 . 
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TO 

TREASURY DEPARTMENT 110 
INTER OFFICE COMM UNICATION 

DAn Febl'\l&l"f 2), 1942 

Socretl.l"f llorgentbau 

W. N. Thompaon 

Under the agreement tor tho 1'$110Tal or hie force !rom the 

Procurement Diviaion I'W.lding, C~soioner Reynolds was to vocate 

on or about llorch 5th. Last week llr, Reynolds indicated that th1a 

move would have to be postponed until April or 111.7 • aa his present 

plan IIlla to move into the Fana Credit Adoo1n1otr&tion I'W.lding, at 

Thirteent h and I! Streets, when t hat Adll1nist,...tion moves t o ltansao 

City. I told llr. Reynolds that any such delat would seriously 

endanger the Lend-Lease ope.retiona o! Procurement and he !1nal.ly 

ogrood that he would adhere to the original plan. He ia therefore 

goint to move into the Longf ellow Building on Connecticut Avenue 

on or about llorch 14th. That 1a later than orig1nall,y esti<>ated 

but the REA will not be vacating the Longtellow Building before then . 

llr, Reynolds ' decision to 1110ve to tho Loc!B!ellow BuUd1na """'! 

enable tho Tre&SUI"J to obtain the Fana Credit Building in April or 

ll&y. llr. Reynolds baa pl'CIIIised to sive uo eve17 conlideration tor 

that apace and 1t we do got it, it will materially aid us in other 

preaaing apace demands, particularly Public Debt and Foroi.gn Funds. 

£_ 

J 
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Zh• general bu•lnea• o1tq!t1on 

Aaaooiated with the current oon?era1on or lnduatr7 to 
u all-out war program la a le·ull1ng-out in the trend or 
total induatrlal output (atter allowance tor aeaaonal 
taotcra), aoc011p&J11ed by aoae temp'lrar,. unearplo1J1ent. Baaio 
oollllo41t7 pr1o .. baYe also tended to level out, although 
pre•ioue inoreaeee in pr1oee or baaic oommodltlea are con­
tinuing to roroe prioee ot manutacturad goode and retail 
prio .. toward hlgber levels. Oonewaer buJing in retail 
atorea bae 4eol1ned troa the high le•ela ot earlJ JanuarJ, 

!heae intluenoea, it .uat be earphaal&ed, are no aore 
tb&D t .. pOr&rJ. Inooae pa,.aenta continue to inoreaae rapidlJ, 
whlle tbe aupplJ ot oonawaar goode la beooaing aore and aora 
reetrioted. Ample atocka ot aoet goode ln retail atorea, 
built up in the aecond halt ot laat Je&r, ba•e tended to 
reatrain prloe adYanoea, but aa theae beooae depleted and re­
plaoaaente auat be aade lt will be lnoreaalnglJ dlttioult to 
keep wholeaale and retail prloea under control. 

!be lederal Reaer?e adjusted index ot lnd~atrlal produc­
tion, at 170 (pralimin&rJ) ln JanuarJ, ••••• likely to tlatten 
out tor a time, regieterlng onlJ ainor oh&ngea durlng tbe 
tirat halt ot thia Jear whlle conversion to tull war produc­
tion ia getting under way. Seasonal allowances will also 
tend to bold down the adJueted index between January and early 
aummer. Durlng the second halt ct the year, however, a 
marked ad•ance ia in proepeot, accompanied by a heavy demand 
t or raw aateriale and skilled labor, which will require a 
turther di•eraion troa the production ot oi•llian goode, 
Blnoe tbe iaportant war materlal coaponanta ot the lederal 
Ruane index -- notably aacbinery, aircraft, ahipbuil41ng, 
cheaicala, and output ot tbe autoaobile induatry -- are 
aaaaured in terae ot aan-houra, and einoe labor requirement• 
are partioul&rlJ hea•y 1n tbe production ot nr equipaent, 
the leder&l a.,ene index 110uld doubtleu ad•ance ••en 1t 
there were no increase 1n tbe total tcmnage ot goode pro­
duced t or both war and ciY1l1an u .. a. Wage p&J&anta to 1n-
41Yiduala uy be expected to increa .. accor41nglJ, but at an 
••en acre rapid rate due to rising waae aoalee and 1Dcreaaed 
c•ert1ae payaenta. 

!eekJY business indexes lower 

leekl7 buaineea indexes recently have receded trom the 
higha raaohed near the end ot January. !ha rate ot decline 
1n the week ended lebruar7 14, howe•er, waa noticeably slower 
than that or the previous week. Barron 1a index ot busineae 
aotiYi tJ in the aecond week ot the current aonth deollned 0. 7 
point, ~llt the lfew York !iaee inct.x declined 1. 7 pointe to 
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1Y.·9· ! be principal raotor 1n the decl ine 1A the !1a .. 1D­
dex, ae 1n the previoaa ... k , waa a oontre-aaaaonal deoreaae 
1n treliht oarload1nga . Bowner, aoat or the other a4Jutect 
ooaponenta or the index alao ahowect 4eolinll. 

Serio»• t rap aportat1on pro)l t lf lopal pg 

Altbougb t r eigbt oarloadinga have deol~ned einoe t he 
third week ln January, recent davelopaenta rorelhactow severe 
preaaure on the countr y' • tranaportation anct ahipplng r aoili­
ttea. !~~~·~ einklnge , d18~~e~ ==~~tal ahipping tire 
rationing and pr obable gaeoline rati on.ing, all wui tend to 
further awell the trattlc burdens ot raUroade already taxed 
with a heavy volume or rreigbt and paaeenger trattio, result­
ing troa the war errort. 

Although l aet year's tall peak i n freight carload1nga 
tailed to COlle up to earlier expeotationa , th.is appears to 
haYe been .SUe in no aaall aeaaure to inoreaead etticiency i n 
carload1ng and utilization, rather than to an over-est1aate 
ot the trei$bt volume. !hua, freight carried last October 
soared 32 percent above fear-earlier levela when measured in 
ton-lllilea, although the corresponding gai n i n oars loaded was 
only 15 percent. Due to t his inoreaaed ettioienoy, together 
with a moderate increase 1n new cars owned and a decrease in 
care waiting repair , the rauroade managed t o handle last 
tnll ' a peak tratt1o without a shortage, but eurplus cars 
were reduced to the uncomfort ably low figure or only 41,000. 
(See Qbart 1 , ) 

Meed tor tayorablo pr1or1tles tor r&llroad ;ater1a1a 

Due to seasonal raotora, surplus care by the early part 
ot February bad risen to 6o,ooo, but tbie figure waa atUl 
43,000 below year- earl ier levele. rurtberaore, on the bas1e 
ot noraal eeaeonal exoectatione alone tre1gbt trattic should 
riee around 21 percent by October, hence the current car sur­
plua ie very low in view or probable tratrio requirements. 

New freight oars put into 18rvioe laet aontb were 25 / 
percent greater than 1n January 1941, and 65, 000 new freight 
oars were on order at the begiMing or J'ebrua.r y, aa compared 
with 42,000 a year earlier. However, deepite some apparent 
improvement in the priorities etatue ot mater ials tor rail-
road equipment , complaints continue t o be heard. 

Commodity prices unchanged at high level 

The BLS index or prices or 2S bae1o ooiiiii!Odities remained 
stable l ast week continuing the eidewise movement ot early 
l'ebruary. (See 6h&rt 2,) Hope or paseage or rarm bloc 
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legielat1on wae otteet by tear ot a Preeident1al veto. On 
February 17 the Departaent ot Agrioul. ture announced that it 
would guarantee parity income to growera ot 1941 wheat, corn, 
cotton, and tobacco, by paymenta i n amounta autticient to 
make up the d1tterence between the pricea received trom tbeee 
crops and parity. !hie was interpreted in the press as an 
ettort t o prevent passage ot legislation pending in Congreee 
to prohibit the sales ot Gov~rnment owned commodities at lee• 
than parity. 

J.mong the individual collllllodities in the toodstutta group, 
pricee t or hogsi wheat, corn, cottonseed oil, and cocoa ad­
vanced moderate y. Prices tor stesre, barley, and butter de­
clined. Among the in~uatrial raw aateriale, tlaxaeed prioea 
cont inued to riae, and print cloth prices were moderately 
higher. Rosin and wool prices declined. 

In the cotton market , the threat or hedges againet ealee 
ot Oomaod1ty Credit cotton tended to reetrict futures buying. 
Warning aaid to have been given meat packere by the Surplua 
Marketing Adllinietration that it would net pay more than 
prices prevailing en January 29 tor pork and lard probably 
kept h.og prices from reaching eTon higher levels. 

All-commoditY price index rogumee rise 

The BLS all-commodity index advanced 0.5 pe~oent in the 
week ended February 14 to the highest point s ince August 
1929. At 96.2, the index waa 2g,3 percent higher than the 
pre-war level or August 1939, and 4.J percent higher than 
in the week ended December 6 . (See Obert J,) 

The general Wholesale price level ia etill subst antiallY 
below that ot the first World War, howeTer, aa will be noted 
in Cbart ~· but rood prices at Wholeaale continue to t ollow 
closely t e trend in that period. 

Sb1pp1ng atr1ngenoY affecting agr1cultura1 impoftt 

Stooke ot some imported tooda and other agri cultural 
1mporta are declining noticeably as a result ot rar Eastern 
developments and the general shortage or shipping apace. 
Since more roundabout routes and uneconomi cal methode ot 
eh1pping doubtless are being eubstituted, pressure on prices 
to cover such coats may be expected in addition to the 1D­
tlusnoe ot inadequate supplies. 

Sales of tea are tar in excess ot imports and on one 
day laat week Wholesale pr1cea advanced as much as 4 to 6 
centa a po~d, to a price reported as above the ce111ng. 

/ 
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Brazilian cottee supplies in thie countrr are talrly ample 
at pr aeent, but stocks ot t ina Colombian cottea are reported 
ae being low. Since January l, lees than one-tourth ot the 
quantity ot oocoa received i n the corresponding period last 
year hae been received. 

The importance ot open shipping lanes in the case ot 
wool ie indloated by mill consumption in 1941, which consisted 
of 57 percent ot wool ot toreign origin. This compares with 
32 percent in l94o, and an average of 19 percent in 1935-39. 
Although our wool stocks are believed to be the highest in 
20 years, the 1942 supply must be supplemented by i mports. 

Diversi on ot ships is accentuating the tightness ot 
sugar euppllee, and reports are current that the rationing 
mar be ae low as g ounces a week. I n the tirat tive and a 
halt weeks ot 1942 less t han one-quarter ot the quantities 
received i n the correspondi ng period last year have arrived. 
Inasmuch ae the shortage ot raw augar baa reduced refini ng 
operat ions , t he resulti ng increase in overhead coste may 
force turther price advances. • 

Lend-lease ourchaees ot farm products i n 1941 

Deliveries of agricultural commodities to the British 
Government for lend-lease shipment up to January 1 reached 
a t otal of 3 , 311 , 000, 000 pounds, at a coat or $367,000 ,000 . 
December deliveries alone amounted t o more than 660, 000,000 
oounds, costing over $67,000,000 . About t wo-thi rds ot the 
physical volume ot deliveries ccneisted ot the following 
items: 

commoditz Pounds 

Corn 6115, 000,000 (12,200,000 bushels) 
Kilk, evaporated and 

akim:ned 472, 900, 000 
Meat products 312,100,000 
Beane 2~5 ,600 ,000 
Lard 2 3 ,100 , 000 

(467 ,500 bales) Cotton 233 , 000, 000 

The &~proximate value of indivi dual gr oupe ot products 
was as to lows: 
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Da1r7 prodaotl and eggs 
... t tbh and foWl 
rruile, •-eatables, nuts 
Lard, and other fa~• aLd oile 
Orain and oereal produotl 
Other foodetutts, 1n0lu41ng 

oonoentrates and Y1taa1ne 

Non-foodetutfe, euch ae 
cotton, tobacco, Tegetable 
eeeda, and n&Yal etores 

'rotal 

Valu!! 

tn~.ooo.ooo 
90,000,000 
)9,000,000 
26,000,000 
11'1, 000,000 

Atgpk pr1ota deel1ftt 1n It! Xofk and LonAop 

1.16 

'rhe aoou-ulation ot adYeree war newe cl1&aXed b7 the fall 
of 111DC&pore •• followed b7 a further gradual •118 1n indue­
trial etook 9ricee in the Kew York aarket laet week. Al­
thcueb the decline tor the week wae only around 2 percent, th1e 
waa euttioient to carry the Dow-Jones 1nduetr1al &Yerage down 
to the lowest le•el e1nce 19)1'1. 'rhe Yoluae of trading, how­
eYer, wae Yery light and ran below 4oo,ooo aharea a day 
throughout the week. In addition to Wl.tavorable war news, 
the market &leo wae confronted with reduotions in quarterly 
41Y1dend rates b7 the Chrysler Corporation and 4u ?ont. 'rhe 
toraer out the quarterlr 41Yidend rate to ll.OC from 11.50L 
while the 1atter company reduced the 41Yidend rate to 11.2, 
troa 11.75. 

Baterenoe to Chart ~ will diaoloee that industrial stock 
prices in London also dacl1ned last week, and on the whole 
showed a el1ghtl7 weaker tendencr tban in lew York. Indue­
trial stock prices in London haTe now declined about 9 per­
cent a1noe the outbreak or war in the Paoltio, about the saaa 
aa the decline at ••w York. 

R•nartment ttore •11•• gain mo4trat1pg 

!he recent upsurge 1n department etore ealee has 
aoderated to the extent that, on a unit Yoluae baeie, ealaa 
ln the firet half or the current month were little aboYe 
the oorreaponding period or 1941. During the week ended 
Jebruary 14, ealea ran 19 percent abaTe year-earlier levels, 
while in the previous week the ga1n wae 20 percent. (See 
Chart 5.) Since retail prices ot trploal depal'taent atore 
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iteae at the beg1nn1ftg ot the aonth were about 17 percent 
above year-earlier levela, lt follows that the year-to-year 
oalee gal n was very largely aocountad tur by the riee 1ft 
prioee. In other words, the expanded oonauaer deaand baa 
been r eflected almost entlrely in a bidding up ot prioea 
rather than an increased volume ot purohaeee . 

Iron ore conay;pt1on 1t record htgh 

Consumption ot Great Lakes i ron ore last month reached 
the highest level on record, with an 1ncreaee ot nearly 
100, 000 t one ever the previous record aet ln December. At 
the January rate, iron ore consumption tor ,the tull year 
would total nearly ~6, 000,000 groee tone, or aore than 
~.000,000 tone above the amount oarried by lake veaeele dur­
ing laat year'• record-breaklng ehipping aeaaon. 

On February 1 , lron ore on hand at turnacee and Lake 
Erie docks totaled nearly 34,000,000 tone, and the Lake 
Superi or Iron Ore Aaeoci ation. ragarda th1e aupply ae adequate 
until the opening ot the new shipping eeaeon. Mevertheleaa, 
a IIPB otticial recently characteriud the need tor ab1pping 
taclllties tor 1ron ore on the Great Lakes as a paramount 
problem. Moreover, he indicated that ln order to eave ship­
ping apace, d1verelon ot Great Lakes grain shipments to the 
rallroade appeared i nevitable. 
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, Treasury Dopart•ont 
3 Division or Wonotary Roeearch~ 

0 Oat•·--··--··- 19 

To: IIi so Chauneey 

This ia ~he b~at I could 

do on a copy of tt.e IAtnd-Leaao .lgreeooenl.a, 

which I understand was a1snod by 

~UIIIJ1er \1clles and Lord Halifax on 

Feb. 2Jrd. 

L. Shana~n 

WR. 111\ITI 
Branch 2058 - Boo. 2141 

('\._ __ _ 
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A8J'eo::tent Betnoen tho Cover11111onto or the Unit ed 
States or Aoerlca and or the United K1ngdoo on the 
l rlnclplea Applying to llutual Aid In the Prosoeutlon 
or t ho War ASair>Bt ~salon , Autborlud ond Provided 
ror by tho Act or !£arch U , 1941 . 

Whereas the Covernmonta or t he Uh lted St n t es or 
Amorlca and the United Kingdom o r Croat Br itain nod 
Not·thor n Ireland dec lere t hat they oro ongD.god In a co­
opomtivo undortaking , t ogether wi t h OVOI')' othor nation 
or poopl o of like Mind , to tho end or lnyl ng the basos 
of u just and enduring wo r ld poaco ooeurtna order under 
luw to thcmsolvos and all notions ; 

And wher eas the Prosl~m.t or tho United States of 
A..aoriea has dt:terrJ i ned , •Ut"3UO.nt t o tho Act ot Congress 
or t.:arch 11 , 1941, that the dofon .. or the United Kingdom 
against ~~SS!On I a vit~l tO thu duronao or tho Uhlted 
- ta.tea or A."''.eriea ; 

And t!hore:>s the Uhl tod Stotoa or Al'lurlca has extended 
""~ 16 cont inuing to extend t o the Uhlted Kingdo:> aid 1n 
resisting aggression ; 

And· v;hereaJ it 1~ expedient that the fino.l dct cmina· 
tio n of the t erns and condi t ione upon uhich th<.~ Government 
or th• Uni t~d Kingdom recei vos ouch nld and of t ho benefits 
to bo received by tho Unltod Stuto9 of Aner icn I n r e t u rn 
tharofor ohould be de f erred until t hu uxt ont or t ho de f ense 
old IS kno•rm and until tho pt'O(;r Oan of ovonts mekes clearer 
tho final toms om! condition• und bono1'1ts which will be 
in tho mutunl Interests of tho Unltod Stntos of America 
nnd the United f:inr;don and will pronoto tho establishment 
and l'W.intonance of ':'!Orld }k)ACO ; 

And whe reas the Cov6rnnonte or thu Unttod States of 
Anorlca and tho Unitec KingdO!l aro autually desirous or 
concludin~ now n prelininary 38TU~ftUnt tn r~eard to the 
prov1sion of dcfcr.se aid e:ad tn r wg3rd to certain 
cona1derat1ons which sh~l b~ tak~n into account in det ur­
ninlng such te~s and conditions end thY n~ing ot such 
nn ngr~ao~nt bas b~dn in ntl roapuctd duly authorized , 
and all nets , cond i tions and romnlltioa uhich it m:; 
11"\vu been nocossary to pe r t'on1 , fulfil or uxacuto pr ior 
to thu mktns of ::iuch an ogrY~mont in contomity l:i th 
thu t~:wa oithur ot' t h tJ Uhtt d Gtatua oL' ./,.ouricn or of 
thu Vni ttJd Kin~dom bnva beam porfol·m..,d , rulfillud o r 
oxocutod as ruquir ed ; 

Tho undar 31e;nod , boint,; duly nuthol•izud by the ir 
ro~p.Jct ivo Covvt'lU1unts ~ .. or that purpOsu , hnvu at;.rct!d as 
foll011n : 

AJ?i'ICL:. I 

Th., Gov.;;.~nt tlf thtl Unlted St!'\tua o: .. ,:W,.toric3 \:ill 

cor.tlnu.., to Sui)pl,y tht.:~ Govurr.r.t.r.t. 01" t.h• U:tlt. ... d i:int;doe 
wlth auch dof~n~~ a rt1eh .. 5 , d(..f'to~nso so.r.·ic s , nn:i d.ct".:)n&: 
lnfo~~tion a.:; the ?ru.sid ... nt sh~ll nuthor1z~ to b~~tnme­
r ... rrud ~ r provld~d . 
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ARTIClE U 

Tho Governaent. o.r !be llnitAtd UnjldoD rlll conUn>Je 
to contrioute to the defense ot the Unit.ed St.<:tes or 
AnoOrioa IUid the strengthening thereof and rlll provide 
ouch articles, services, facilities or information as i t 
NY he in a position to stl)>ply. 

ARTIClE III 

Tho Goverru:~ent of the United Kingdom will not without 
tho consent of the President of the Vnit.e-:1 States of A.-nerica 
tranoter t itle to, or possession ot, any detcnse article 
or defense inforCUltion transforrod to it under the Act 
or pcn:li t the use t hereof by c.n;rono not en officer, em­
ployee , or agent of tr.e Govcrnr.t)nt of the United Kingdom. 

IJ!TICU: IV 

It, a s a result of the t.ransrer to the Govern:~ent or 
the Unite~ Y.ingdoa of any derenu article or defense in­
!ormt.ion, it beeo2s necossary tor t..'lat. Qo.er.1110nt to 
take an1 action or cal«: al'l)' pay.oent 1n order tully to 
protect any of the rights or a cithen of the United 
Stet.es or .JJl'eriea who bas patent r1chts in and to any 
such defense article or inforoation, t)l.e Qovorrnent o! 
the United Kingdom will take such action or 100ke such 
payr.>ent when requested to do so by tho President of tho 
United States of America . 

ARTICLE V 

The Govorn.':'.ent of t he Un1t9d Kinedom will r eturn to 
the Unitod States of .\mcrica at t ho end of the present 
emergency, as determinod by tho President, such defense 
articles transferred under tM.s Awoa:~ent aa shall not 
have been do::'!troY\ld, l ost or consWICd and as shall be 
de ten:ll.nod by tho Prcsid~nt to he usotul in tho defense 
of the United States ar A:leriu or of the w,otern Hoai­
ophore or to be otherwise of use to tho 1/ni ted St.a tes 
or Aa.>rica. 

ARTIClE VI 

In tha final doten:linstion of tho heoofUs to be 
provided to tho Unitod Statu of Amorica by tho Governoent 
of tho United Kingdo!> full COL'I\izaneo sl\all be tekon of 
all pro~r ~y, services, inforoation, !ocil1~1cs, or other 
benefits or consi derations provided by the Gover nment o r 
the United Kingdom subs•~uont to Ubrch ll, 1941, and 
accepted or acknowl•dged by tho Pra•idont on behalf of 
tho United States of A!:>.rica. 

AR'i'ICU: VII 

In tho final doten:ll.nntion of tho b~nr.fito to be 
provtdod to t.'lc :Jnited s t.:ttes or .Aoerica by the Qove,..,.,nt 
or tl.o united KingdoD 1n return for aid rumisllod undor 
the Act or Congross of !larch 11, 19(1, the te,.. and con­
ditions tbareor sh3ll bo< such as not to burd<;n cc:::oerce 
bo< -•n tba two eountri<s, but to ;>ro::oot.e =utu11lly advaD­
tec-ouo oeono::d.c Nlat1ons be two•n th.a ond tho betterment 
of world-'orido aeonoal.c relations. To that und, they shall 
includu provision for •greed action by th~ ~iteo Statos 
or ArAric• ann tr.c t;nited Kincdoro, open to porticipation 
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by all other countries ot liko DJod, diroctod to tho 
.ox~sion , by appropriate lnturnational end d0<1ostic 
Moasurea, of production, dnploymont , and the uxeho.ngo 

126 

and consumption or goods , which are tho moterinl toundatione 
or the liberty and welfare or all poop1oo; to the elimina­
tion or all forms ot discriminatory trootmont in interna­
tiono1 commerce , and to tho reduction or tariffs nnd ot her 
tmde barriers; and, in general, to the ottotn.~ent or all 
the uconooic objectives sot forth In the Joint Uoclaratton 
mode on August 12, 1941, by tho Prueidont of tbo United 
Stntos or America and the Prino Cinlotor of the United 
Kingdom. 

J..t an early eonvontcnt dato , CODYOr!Jftt1ons s.ltall be 
bogwt botwcen thu ~"toO Govurnaentl \l1 th a Yiow to detemining, 
in tbo light ot sovomine; ~C?nonlo condi tiono , tba bost 
a<~~~ns or att<linill8 the abu·:o-atatod objeou vua by tb•!r 
own agreed action and of o.eking thu ~d action of 
other 11ko-minded Govorr~~nto . 

:JUICLE VIII 

This A~rccmcnt Sh".ll tako effect os frot~ this day• s 
doto. It shall continuo In foroo until o dato to bo 
o,gro~d upon b7 tho t•:o Covornnonte. 

Signod and seo.led nt l:aahin(lton In dupl icato tbis 
ll:lrd doy or ' "bruary. 1942. 
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lllLD FOR HZLEASE 

IIOTRt TOe following sta'-l~ la fe r releu e 10 t<UI.ions of all 
ne••s-por:o oppearlnj: Ot\ tile ·~ruta lt()f hAl<LI1!it rri.l.~ 
a . oo A. M. , &.W. ! ., '1\lf!sd.ay, r~ebruary -..c , 1 J. 2 . b tt=~e 
rel,ato alao applies to r&dio announcer• ana news 
cOCID8n w. tors • 

C.J<IS l.ll.fl' BK I!X~i<ClSilD TO Pl.EVEMT PR!!ilA'l\JRE PUILlCATtOII. 

SnPto,ll i.AI<L Y 
secrtftary to \.Ill.! Preaidorn . 

... - - --- -- --- .. -- - --- .. ----- - - .. - .. - --

An aireeoent. betwl!«l the c;over.aet~.t.a or the U:Ut.ed 
~taus c.~a. Jre•t. Britain e.'l t.~ prt_nelplea appl,ylng to autual 
W 11\ -.M :n-oseo.~t.ion of ~ •~r wa.a a1f}led yesuraay (wooa.&Y) 
by the Act.ing Secret.ary 01 St.a.t.e and Ule Brl.t.llh AC.bassaoor. 

'the a,reean~ i& m de under t.hA providone of Ute 
Lend· Loaso • ct of llarch ll, l94l . &y lhia Act of \.he congress 
~~.nJ U1e 11n.at. apr.ropria. t.ions by whlc:h 1 t. tue boen supported 
l.h1a Rition is able to providtJ arms , equi pment., ar\J S'.lpplies t.o 
any co•.uH.ry nhoso ut.! ense i s vi t.al t.o our own ae!ur.se. 

On Decrucbt:r 7, 1941, we Ti<! r o at.t.ar;kod. We ar " now 

-· 

ono of t.ltO tt.~enty-six Un.itcd liat.ions d~voc.1ns all o r t.hoir 
\Ul lt:.ud 5 \.run-'t.h to the winning of t.hiG Wlir MQ to ti'lv titlltab­
Ualuodnt. of a J ust. o.no. l as Ung poace. rhe vtsat. NfiOUrCbB oth.ich 
ProvldunC(.I has ~ivtm u.s .;nabl a ue 1.o :inouro th~tt. our comrades in 
Cl.l'';l:l D!lDll not. laek a rms . con&r E#33 hau ~r:.nt..so t.ht~ aut.horli.:Y' bnd 
tho CICW\1 · ur.twd ani equippt!d by t.i'W... ovt.r'Yrtwlmin6; p tO'lUctiv6 
pc1Jt:r or t.hoi r ruoourccs anu ours., A'O s:."\4.11 !i.;ht. to~vt;.'ler to th& 
fi:>al vic lOry . 

Recint. C.svd.oPQen t.E in tht. • ar ~-" JhQIIfn., if procr 
\oAI roqu1Nd., the .o"i.~UCQ J;nc. n...Ct.Ssi ty of th\1. policy Of lend­
}t:.Jn sup,l.i.-t to the tt~i~ Na.~on.s . r.~t. policy eonUnu-4s., 
an:.t 11 ~~1.:\g to aet.ot. ~~ ~:.xp.anc..lng ~.:<is ot 1.h• fiQ.t.in& 
frontAl. ftw 41llJ"-...a,nt. !.~\."C. :r"l.St....rcit..1 rv.afflf'U our f)".J!"j)OSC 
to ~up,)ly it.id to Ort&"- Britain . i1M.; 8rl1.hh OOVt..M'IIIcO\. td. ll 
supply t.hia oount.ry with such ~ciproctrJ. 1110 .0.1 it 1s 1.n a posi-

uon "' IIi""· 
AS t..o t.het t.t.nns of St,;t.t.l un..nt. ~twt.On '-hu blfO oount.r ics, 

lh111 &gi"'..~J:-..nt. ntat.us U\!lt it 1~ too uarl )' in this at.ru&t:l9 tD 
fort.Ouu or auf'inu thu pr \;.ci:u.: and Uvte.ilud ""rae . In:st..utlti thu 
c.gNt.llll.nt. liaylj oown cert.tdn ot lh~ princ1pl !oll which tiN. to pr.:vall. 
Th,.uu pr1nc1phoo ur o brobdly conOJ1 vvd, io r t.tu. seal\~ of aio is 
oo Vl.ISt. t.nat. n£Orr o"' concvptlons oi t.ht.! t.unaa ot' aet.t.lc~nt. would 
b• ao d1:toot.roue to our ceonoiDi)' t.nt.l. t.o thw w.CIIlfol'\1 of our peopl e 
as to llhl wulfaru ot' ~ Br1 t.is b pu.opl u. Articloo whlcn at thtt 
t!nd of Uh .. wa r C61\ bu retun\~ to U5 , ana 1fh1.ch 'lh l wish to Mv~ 
back, will be rot.u.rnt:d . fUll accouot. wW bv Wk"n o f all N Ci.proeal 
o.id . 

thu t'\lnd&D.:nt.al rra.~rk or th\1 t1J\:J. oat.tl.t.DI:'nt. 11hleh 
lllall b.. OO~&W>t on \h., occt>OGic Sid• ia !;i..:t~ 1n Art.iclu Vll • 1 ~ 
sball b. .. sv1.U~nt. by cogret;Dt;.flt. OP'-'1 to p;.rUcipaUon by all 
olll<.r nauons of U ku clno . I u ;.urposv st>all b.. no~ 10 ourd<n 
but. 1.0 bprove Wl:)r lcbridt:! ~ooncaie ,._l•tions . 1\.S a.L.-..s wUl be, to 
providu a.ppropr W.t.- n;.tiooa.l and 1n\4..m-.t.Lon.al a\.asur-..1 to bXp6fld 
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Rroduc tion, aaployment, ond t.he exchanae Wid conauapt.ion of 
1:00cis , -.1ch, the agreecent sta tes , are t.he ..aterial toWlda­
tiona ot t.ho liberty aru1 welfare ot all peo~les , to diminate 
all font:~ of C1i•cr1minatory treatlllmt i n intemot.ional. com•rce, 
to re<~uc• tariffs ano other traae borr1ero, enu, gener3J.ly, to 
att.a.ln tlu economl.c objectives of the Atlant.l.c Charter . 

To that end Article VII provioea for t.he early com­
rncnccrnont. of conversat ione , \'tl thln the .Cramvwork which it out­
linea, w1 th n vie.•1 to establiahinG now t.hu foundations upon 
•hich " " ma;r create after the war a ~ys tam of onlarge<l produc­
t.lon , t:Xchange, anu consUlllpt.ion ot goods tor y,t:! sat.1sfaction 
of h= needs in our country , in t.~e Briti!:h CoiMlOnweal.t.h, 
and in all other coun tries whioh are willing to join in this 
gro• t uffon. 

128 

Regraded Unclassified



AUOecnent Between the GoVOrt\liOnU or tho Olllted 
Stntes or Aoerlca and or the 1Jn1 ted K1ngdoo OD the 

rlnclpleo Applying t o Wutual Ai d 1n tbo Prooocution 
or the liar ~o:t A8gression , Authorhed and Prortded 
tor by tho Act o r llareb ll , 1941. 

Whereas tho Governments or the United St a t es o r 
America and tho United Kingdoo o r Great Britain and 
Uorthorn Ireland declare that thoy nro ongngod in a eo­
opurBtivo undertaking, togethot· with ovory othur nation 
o r puople o r like mi nd , to th<o end o r lnyin;; tho bases 
of n just and enduring world poeco oocurinG order under 
lo'" to themselves and aU notions ; 

And ~~oruas t he Prosldont of tho 1Jn!tod Stat es o f 
~~orica has det erMined , pur nuant to tho Act of Congress 
ot !Jarcb 11, 1941, t hat tho dotonse or the 1Jnited KJ.ngdo:o 
ngolnst osgrcsslon iS Yitol to tho doton&e o r the Unit ed 
... tatea o~ A"1crica; 

And wtt~:Jre::LS the Uni t U:d Stat en or Anurica t-.as extended 
nnd iu continuin;; t<> O>;ton.J to the Ulllted Kingdo:> old in 
roslst1ng agcre:::;sion ; 
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And·whor o3s it is expodiont that tho final dutoroina­
t1on or the tct'rl~ and condt.t1ona upon uhich tho Government 
o f thu Unltvd Kingdom raev lvos uucb o ld 4nd o f tho bene fits 
t o bo received by tho 1Jnttod Stuto• or America in return 
th~rofor 3hould bo defer1·od until thu oxtont or tho defense 
old i s knoo:m and Wltil tho pro(P"OOB of \l vcnt o makoa claarcr 
~be final t om & nnd condlttona o.nd bunoftts which v:ill b• 
in tho m'.ltuo.l l ntor estn or the Unltod St.ntuu of America 
end the 1Jnitod Ki~~don o.~~d wtll pron>Oto tho entnblisl"..oent 
and mblntcoance of world poftcO ; 

And \lher eg,s the Covernncnt. s ot t.hc Unit.O-d Status ot 
Amorica and tho O'nit"c Kingdo::~ aN mutually dostrous of 
concludln£ now e prelintr.ery :&gr-u,cvn'C. ln rorard. to the 
provl3lon or d~fcase cld ~,d 1n ~~cnrd t o c~rtoin 
c~nslderat1ons ~·hich shall bo ~aie' n tnto accoWlt 1n dat e r ­
Mini ng such te~s nnd conditions end thu n~1ng ? f such 
an ogr oooLnt hP.3 budn in nll r~spuctd dulY authorized , 
ontl o.ll a ct s , conditions and rorno.llt. ioa \thlcb it on] 
h'lVtJ boon nocessary to pertonl 1 fulfil or ox...tcuto prio r 
t o thu lll:lki ng o r ::;uch nn agrt.unont in con!"omity l:ith 
thu la\'tn e ither oi' tho U'n1tfJd Gt3toa ot• /\llurlcl'\ or o f 
thu Un1 t ud Kingdom hove boon po rfol·nud , full'illud or 
oxocutod os roquir~d i 

Tbo under s i gned , boinc duly nu~horizod by t huir 
ruopecttvc Gov(,;;:r.\MOnt.a .'"or that purpoo\J , h:~vu &erccd as 

follow& : 

N"?:'lCLZ I 

Th C'ro'Jt.o:T'.Cant or thtl United Stnt.o.~C o :" ~"'1.\..rie:i ~ill 
cor,t tnu., to !;U;>ply t~u Govurnr.c.r.t ol" th\l U:titud l:tr.oedoe 
with 3uch dot..:nzu antch .. n , d"-t\l!l3t~ ner:icus , a.nd. dr.;l'..Jnsu 
Womat.ton as the ? r osi-t.'"':lt oh!\11 authorizt.: to holtrall&­

furrod o r provtdud. 
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ARriCU: n 

!be ~nw.nt o! !'b" lloUe4 11ncdc- w111 conttm. 
t.o con\rlbUte to ~ <2!'- o! U.. Un1 ~ State a o! 
a.ortca &ftd t.be .tz'ell(l.beninc tbereo! and rill prortde 
.,.:~> arUcles, 100rri<:es, tac11U1u or wo,...Uon as 1t 
~be in a position t.o su;>p17. 

ARriCLI! m 

'ftlo Govemmeot o.r tbe lh1t.od lt1Jlcdoa w1ll not without 
t.be con!Mint o! t.he President or tr.e thl.t.H States of Aooerica 
t.ronsrer t1U.. t.o, or """MSsioo o!, 11J17 de! enao article 
or defense Wor.oatien trms!erred t.o it Ul'der t.he Act 
or ~t the woe tl>e.reot b7 ....,.,.,. mL an o!!toer, e. 
plo)'O<I, or qent. o! tbe Qaw,.,...,t o! U.. Un1~ l1.aploL 

1!, as a rer..J.t. o! tl>e \:'am!u to Lbe Goft.~ o! 
Lbe thl.Lel! !iq;XE: o! &rl7 de!c;a &r1Jc:la cr do!ese !n­
!cnat!..ac, it ~ "'"""SSU7 tor t.bat ~ to 
t&Qo OJ1l' act.im cr ao.k.> &rl7 ;>&pau1. 1:1 crdor r..u.,. t.o 
pr.>I.M:L a1I7 of Ule ~t.s cf a cit!M'!l of Lbe ::ni~ 
S"".atu o!. I.Jouiea who i:&s pat.rnt ~, 1:1 &Del t.o &n7 
- de!e:".- article <>r !n!omation, :he Go'r.,.._nt. o! 
!.be ad lad nne- rill - s:acl> act!C!D or sako .sudJ 
.,..,...,. whtn reqaest.OO L> do so b)" t.be Pru!.cler:t. ot t!Je 
ll:11t.od St.stes or .~.Erica. 

Tho Go<UII1:lt!t~ o! the ilaif#d l1nf:doD 1I1U re_, to 
U.. tlo1ted S,.tecs at k»r1ca •t t.ae C>d o! tbe present 
c:>o:"I'I"C7, u dete=i:letl ty t.:. Praaidmt., ndl -
art.1c!cs tra:lsf'ured ~ t.t1s A4J mt. u slall :aot. 
...,... beaa .oestzo~, 1r.:rst. o:r em..,..~ &:Jd u Qll be 
dete~ b)" tbe P,.sBc- to W .-l'al 1:1 Lbe dd­
o!- :td.t.ee States r:C .t:ar1ca ar or ...... r ........ -­
llpll&.re or to be o"tberorl.x o! ,_ to ":.ba 0a1 we! Statu 
o! .buica. 

ll: t.be ~ clr.,........,.tbc o! !lie X:d'its ... be 
r-~ to '-!>!: n-nw s..r..es or .1aor1aa b)" u.e Oo..,...,.,.,!!l!Lrtooext 
c! ,_,.. :lcU.ed ~ bll ~an,. .tall be Ulte> c! 
all ;.~. !IE.~ 1m'~. 1:acll1Un, = oU>o­
lla:>efi u ar '""""'M~ prc-r1dDI! ~ tbe Qnfl"""""" d 
tbo :la!t.od :n.,.;&= s:bsel;;::oa:1. to - ll, UU, &Dd """*" 1..c1 ,. -~-..a il:!:f 1.110 P:-u~ ... bc.l:.l.f cr 
!lie ~- S1oat..cs o! bcrlca. 

::. 10:1e ~....:JU ~=wt!.:m 'ff£ 1ha ~n~ u. 2 
~to-~stonat .I:IC"...ca!:>J'1.m~ 
o! u. OJDiwc! r ~ !Jo :rort1::s rr:~r ~ ~-~ 
!.be """" '%0! C;q;;:-..ss :z: - ~ ua. 1.llt ....... - """"" 
~- U...ea! sbll x ...ell as.....:. ~ ~ wae 
!1. ._ !.be '- m "'-as. "!Ia ~ ~ =-»7 a-. :ac,._ 'e~x· 1baa.ZOU.~ 
:JI wa:-J...d..4&-J5e t=-m=rz=-: r re~ • 2M f'D ..... '\. ~ 'IJW7 tlball 
",..,W» ~ ....s:!..:c ~~ a.po..a K't1.:c.: ~ "!AA' 111:!,_ S182s 
:rf .\::ou'...::a a:r. t!:oe =:.:~ n c' " - ~ ~!:!.:!:! 
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by all otbur countries or liku olnd , d!roctud to the 

oxpozloion , by appropriate intvrt14tiOMl !llld donostic 
A~osuroa , ot production, unplo~ont , ond the ~xch~lSO 

1.31. 

nnd con•lll'lption or goods, which oro tho Mtorlnl roundatlono 
or the Uberty and weHare or all pooploo ; to tho el imina­
t ion or nll forms or dlocrimlno.tory trootr.lont iu lnterna­
tionol comoerce , and to thu reduction or tortr rn und other 
trodo bnrriers ; and , i n gonerlil. to tho attoi..nnt~nt of a ll 
tho economic objectives sot forth in tho 1olnt Uccleratlon 
Mdo on A\lgUst 12, 1941, by tho l'rvaldont or tho Onltod 
Stotoa of k~erlea and the Prine ~inlator or thu Unl<cd 
Ktnedoa . 

~t an early conv~ntent ~to , convor~t1ons shall be 
~fUll butwcen tbe tt;o GvY..:rnnt..nte ·,;thh a vlow to dotoiJmin1ng, 
11. tho ll.s)lt or e:>vol-nh-t Cje:uo:11c cond1Uona , tha b.Jst 
'101\DS of 'lttaining th~ e.'~,/U .... Sto.ot Od 00jtlCt1 VUS by their 
own agre~d action end of s~ekins thv ~od action of 
ot hor llka-::tinded Gr>vu~•.t.ll.tD . 

.;m'ICLE VII I 

This Arr <>cmont Sh'lll take orrect •• frol'l this day' $ 
dote . I t ohol l continuo in roroo until o dnto to bo 
n~,;rocd upon b;l thu tv:o GovurMcnts . 

Signod e.nd seal ed ct ::ash1nuton In dupl icate this 
Z3rd dny or Fubruar y, 1942. 

------------------------
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HOLD f'OR IULI!ASE HOLD JQ !\ IU1BJ;SB HOLD FOR !UlJ!IS!: 

~RtaRJ ts, 1~2 

cA!Ifl'Oih 'lhe !blloorin& address or U!O' ,.,. .. 1d.,t. !'US! PI! II1'J.I) Ill 
cg;lfl11t11CS unUl releuecl. 

t:orl:t Release \o editions of all ,.,..rapers a~orinc on the 
otrce ts OO'T EARL !Ell 'Ul AN 10:00 P.M., E.W.T., February 2~, l!K2 . 
'iM .... release or tJte text. or the addreee &leo appllea to radio 
cmnou.ncero and news: COJ!IIlflntators. 

C.UU: 1"~1' Bt EXERCIS&D 10 P~NT fR!lu\'niRE PUilLICATION. 

--- -- -- -----

STEI'IIEN EARLY 
Socrot41'y to tho President 

II~ \on ' • BirU!day 1a a IDCIIt apprc;pr1oto occasion for 
uo \o talk with each otller allout t-hilll'• ao tl.ey are \oday and 
tntnco ao ... know they shell be in U!e lllturo . 

For e~ht years, Gener al. 'tublJ111\on c.nd hie Cont1nen\al. 
Arw:/ were feced continually 'l:i th toraidablo od~• and recurring d .... 
feats . Suppllu and eq.dp:>ent were lee~. In a oense, every 
111nter " "" a Valley Yorge. Throuel\out the thirteen states tnere 
ex1eted CifU! colwnnis ts - sel l'ioh •n, jealous oen, fearl\11 '"'"• 
Wl o procloiiiM!d that l>a$h1nston ' s ctuso •a• hopelu••, that he 
should ask for a OO!Pti.ated pcaco. 

Washington•• conduct in U!oso hanl UJ<.Oo has provided 
the model Cot· ell Americm• eve r since - a ...,del of lllOr al. stamino. 
tlo l.eld to hl.s course, •• it had beon Chi\Ttod in tho Declaration o f 
IndopcndMco . He and too brave nvn who ••rvod wtth him knew U!at 
no man '• li!o or f ortune n'8S secure, without !reodom anG tr~e in­
•Ututiono. 

'Ito& prdcnt greot et.rugcle hao tBuf)\t us inoNasi"'lll' 
U!at trcua>o or poroon and security of pi'Opcrty anywhore in the 
world clepond upon the security of U!v r !O> t • ON! cbl.~tions of 
Ul>orty and j ustiee oV<>~erc in t"" world . 

7lds war is a nc:• k1.:1d or war. It. 11 dlft~rcnt !'roe 
all oU!Ilr wara of the past, not only in 1 to .,tnodo and •~apono 
but alt.o in its ceognphJ'. It u 'IIO.T!&I'II ir• tcrD& ot e very eon-
t.l.ncnt., uvcry ieland., to.Ydl'Y sea, ovt.ry ai,....lano in th"' world. 

'illct is the ruason ""Y I havu allkod )'011 \o hlca out and 
oprCI.d bc!l>N you the map of tho molv oarth , ond to follow with 
lot. tho rotorcncos vbidl I shall mrolce to tho 110rlcl-<mcirclin& 
battle linea of tm.s war . IIGIIY qu .. tiona will, I f oor, Nrtlain 
unano111>rod; but I kn"" you vtUl recliz o l cannot cover everything 
in any ono rupert \o U!e pooplo . 

'illo broad "'""'"" Ylhieh havo be~n ho ral dod in tho post 
aa our protection rroo ait-oc'k havo bocomw \lndl.ee• bat.tlcfields on 
>thich " " o.ru const.ontly b eing ehallontud by our r.nuuJ.es . 

\lo CIU$t .U underStand and teco U!e hard tact that our 
job now 1o to tig)>t at dtstannc• 'Ohl.eh ext.and al.l tho wrq around 

the S).obo. 

\.e fitht at Uk::e• vast. diat.anct.a bc.ciU.S' thct is where 
our onoa1oo aro . Until our now of 81p:>J..I,a1 p vco uo cleu 
aupor1or1t.7 wo au.st. ke•p on striking our t.u\.:ai"'a '11b.;r.,;vcr and 
whcnuvur • • cun .et. t:Jwa, evtn 1r, tor a ttti:W, • h.nvO. to yhld 
cround. Actually "" u<. tdcinll a hoavy \oll ot th< one..y every 
day that &0 •• by. 
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Wo """~ tight a~ Ulese vu~ <lie 1&1\cao to prol.ee~ our 
IUP?lY llneo md <>= Ur.es or ..,_.,ica Uon "lth our allies -
pro~c~ theae llnes froa t.he •nesl.e• who are beo41.n& nery 
ow>co or their strength, st.rhing ~eal"n u .. , to cu~ lbaa. 
tho object of the Nazis and the Japanuo 1o to nparate Ute 
Unit.<ld St.e~s, Brit.ain, CiliM and Ruosia , ana t.o ionlat.e 
them one fro• anotnt-r, so that e•ch will be wrroW'ld.ed ana 
cut. ott from aourccs of suppll~r~a ano rl.)1ntorce.mt:n t.a. It is 
tile old tam.ll1er AJt1s policy or 00dividco and conquer• . 

'l'here are those >mo s Ull think in lonna of thv days 
ol' ouiJJ.ne-ships. Ti'' l" advise uo t.o pull our war s hips and 
our pla.nc.tl and our mttrc.han t shipo into our o.Yn horncl watttrs 
llJ\d con()(1>~raw solely on last ditch ovfuno~. l!ut :W t l1l6 

Uluotr& too who t "ould hap ;>en it "'" tollo•u<l such Coolish 
.Uvice. · 

Look at your aap. Look at th" vast. an:• of c;hi.na , 
with its aillions of fi~tL"' aan. Look Ot th• vas~ area of 
RuS•!.a , with its powerful &n:lica ano PI'<>Y'-" ailitar)l ltight. 
Look at thu Brit.ish Isl•s , AUStrl<lia, ~ ... z..aland, L~~ ()ltch 
1nd.1(ls , lndi• , the Near East c.JhJ the Cont.lrwnt. of Africa, 
wit.h t.hb1r resources of r~o:w m.wribls anu or p.:oi)l ... s det.bJ:a1necl 
t.o r'\ill\.dt.· u ts o.o::.iru..tlon . LooiC at. North ~rica, Central 
;.ct.tr1<::1 and South n:aerica. 

H ia obvious .mat would h6pp.n 1C loll U>••• great 
I"Cidrvolrs ot power were: c:ut. orr f rom •ach other e1 t.her by 
•nc~ action or by solf- U,posod holoUon: 

1 . w~ could no l onger a~nd c.id ot' any kind t.o Chinil - ­
to t..hu brav€J ptioplt~ l'lho.t for rwarly t1vCI yt:o.rs, h~vu wi thstood 
J nJ*.OOtJ\1. ussault..t des troyud hundred3 of thousands of Japaneso 
eoldiuro, 4nd vast ~antititts or Jnpw\(;,att wor munltions . lt 
1o oooent.ial. \.hat. w~ help China ln h5-r cuc;nlficcnt o.~:~ftatse 
und in h~r 1nt:~vit.able counter-offl!nD1VU -- tor t.ha.t. 1s ont: 
!Joport.:.nt •lw:o<.nt in Ulc ult.il:lat.o dot.o~ or Japon. 

2. If •~ loet coc.::.unioat.ion with the sout..'Uh.St Pacific , 
all or t.hat. area, including Aust.ral.ia and Nt.• ZVJ.l.al'\:1 1 wculd 
rau undor Japan--se doainat.ion . J!ipan could t.h<.n n.ldrase 
gn:.at. nUIIbt:rs of ships ana CliLII t.o l&u.nch u t.ucka on a largt;. 
ocl<lu agUno~ t.'l<; coasts of the llestum Hu:Uaphuno, incluoing 
.u ... ~<u . A~ UIL •= tU..., sh<. could '--'ul:.toly .xt.and h~r 
conqu'"s ts to Inaic., and througn tnt: tndlcn Oco:1.0 , to Africa 
und Uht Near Ea.s t . 

s. U: w w~re 1.o stop son<lin& 11unHions t.o the 
Dr1.tJ.ah W\<1 t.he nussions in thv ~ ... di w rrununn 8Jld Persian 
OulJ: &~no .. wt. woula ht3lp tho Nati6 t.o ov ... rrun TUrk<~Y 1 Syria , 
.1.ro.q, Porsia , Egypt and Ulu Suut C~al , tho wholo coast of 
North Atr1ca ""d tnc ·•bolo coast or ~es t Africa -- putUng 
Ovn'lblly wi..bin oasy strlldng o!Jltnnco oC South Amur1ca. 

4. It, by such a fatuous policy, wll ceesud to protect 
lh• North AtunUc supply llne to ar11.oln w><l t.o Russi~ , we 
would help to cripple thu spl<.n<lid count.er-oftonsiv• by 
Ru>sio against th" Ua•ia, and wu would holp to dcpri w 
Bri ~ of ... ontial food- supplieS IJU 11\U\i~iono. 

'ftK:eo A.:~ericans who be.lievwd thr.t. we OO'.lld llv• ur.cter 

U>u illusion or isolaUonisa """ tud tho ,...ric:ll\ Rgl~ to 
1a1ww th t.. t.oct.ics or tht.. ost.ncn. N(Jll', atJAY of those s.a.oG 
~oplc afraid that wd aay be sUck1n& 0\1.1' n.c•S out. , want 
our 1\Ghon.:.J. blrd. to t.: Wmbd int.o o t.W'tl"' • But. ,we ~Nf~r 
t.o rewn u.~ o06lo as 1t is - nytng hiGh and otrlid11g hard . 
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I knew that. I apqk tor t.hP .... ot U• ...-lean people ....,ft I oq that "" reject t.be turtl" poUoy ond rill -.t !me 
l.n.,....inclY the pollC1 of eiiJ"f'"1illC U.e ..,. to t.he - 1ft 
dtotoftt 1aN10 1111'1 di.Ot.ant -• - u tor u pouU>l~ troa 
ou.r own Mae grounds • 

twro are roar aa1n l..1nel or CCW~~&nica1.1on no. beinC 
travollod by our obips • t.he ::ort.h Atlontto, t.ho SouU. Atl~tic 
t.M Indian Ocean and the Sou-th PaC'L.'tc. ':htce rout.&s en not ' 
one-"1"17 otreeta - tor t.h't shl.pe 11hl~h C{U"1"1 our troope and 
....,itioftt ou~ bring bock ossonttol row IMI.criolo .mteh 
,.. roquiro tor w.r own use . 

Tho uintenanee of U..oo vital linN to a Vtff7 t0081> 
Job. It \8 a Job •Melt requires troaendowo dortn& , tr_.dous 
reaOta-OI'lf'Ul.ness, and, above ell, troaondoua producUon ot 
p).<lnoo and tanka and cuna and of the ohipo to carry u-. 
And I opealc Ol;&in Cor the Mc"ican t»>PlO """" I 0"7 t.hat "" 
can ond wUl .do that Job. 

n.e del'OMe or the _.16-wide linN or -cation 
- rolot1Y817 sate use by ws or u.e ... C.S or the a1r 
al~ tho •arlous roat.os; and tJrts, 1n turn, d.,X:nd.l: upon 
...,trol by tho Unitod ll&t.ioos or tho ot.:raiACic baoea ol­
tbole r<Ntee. 

Control ot Use air lul'al:w• \be aiDult.enooua u.e or - t,... of plAnes - !iret, u.e lOOC'-r~ hMYJ' _,.; 
la\4, seoond, U.gbt ~s, .d1Yo ~1, t.orpedo ptpes, 
and • hort.-ntnae punuit pl&oo• which are ouonttol to the 
protection o! t!>e booos and or t.ho -oro thmsol ..... 

Hoo.Y _,.. .... r:cy undc!r U.oir oom pow<~r rron 
bore t.o t.M soutbwe:rt Paei !i.c; but. t.bo ellll.l.er planes cennot.. 
'l'horotoro, those UcJltcr" plonM ho.., to be poc:kod 1n cratco 
and oent an boArd cor&<> ships . Look ot 1fN1' "'P opin; ond 
J'OU wU.l aee U:at. the -rout.e -is lone - e.M at &MJ pl~tct':S 
perUou.s - eith'lr across the SOUth AUMt.ic al"OUnd ~~h 
Africa, or !rca CaU!omh to tho 11<'01. Indiu d!nct. A 
..,.snl COD ...X• a """"" trip by .UtJwr route l.n <bout rcnr 
-tho, ar onl3' UJree ,._.j t.ripG in A wholO JC"T• 

1D spite or""' 1~ r.nd d1ttic:ult1ea o! tiiU 
t.r•nsport.ation, I un tell 7"" w~ n olreo<ll' """" a la.-p 
- or bo<lbUS •n<l Jll="'1l. pw-, ..- by ~­
pUots, wb!c.; ..,.. .- in dally oon1Act riU. the .,.,q 1n 
t.be Sou- Pacific. .WI t~ or ,...,.l..,. troopo ue 
todq 1n t.N~ oNa engaged in opor•l.iano not only in tbe air 
but on the c-oand M ~1. 

In t.l\1:!l bntUe: •rt-e, Jq_pa.n t.Pa Mel nn cbrlous 1nl\.Ul 
1tdftn\.a60. 7or she could a, oYCD hd' ahor"'"ran~ planes 
to tho pointe or attocic by uol.n& - oiAIPPW ......,. open 
to hur - t...soa 1n 3 ..U.Utwlo or P.>cUlc iol.anda tnd nloo 
buea on tho Q>ino, ~. '!bolland And ~ OOMto. 
J~pou><OO troop tr~__.. -ad ao - th rroa J• pen .nd I2I1D3 
Ulroad> th• norroor China Sr .. -.bieh ...n be protect.ed by 
Jr- pJ.:u>eS thr<IIIIY-t its wbOlu l..,.U. . 

I ""k 1"" to loolt al. 1f1'0T capa apln, partlCOilr rly ~t 
U..t. port. ion or tho Padtic ~ 1:-Uc -t or -l.L l!e!aro 
thto ..,.,. ...... ·~ t.bo I'!Jlllppim Itl.anda _., alre..V 
_,..,..-co thn:e si- by J•~ _r. On tbe -. 
- Jopo.-• ...... lA paosacnon or t.bo -· o! -- ..., tbe 
-.1- o! Indo>-QdDa llbicb had -.. yicl- t.o u.. by tbo 
l'tdl;r ~ On t.be llorU>, rre t:w tolaNIO or J~ 
~Yea, r~cb:l:lc daml ,._laad. t.o DOI"'\.hh''"D l.Jlsart. OD the 
c .. t, ""' tbe ~WI Isl.rn<lo - .Ur~ J.,.., Mel occ:ap1od 
u.eluhely, tnd bod rortUled in olololato nol.rl1co o! ber 
'r.'\ u ... _.t. • 

• 
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bned:ll 7 a.fteT lh1 • ....art • • ct 
toreee movo:i (»liD on either' aide ot tbo 1 1 1~ 
nU~tCrous ;•o1nt.a IO\IU\ or t.twn:l - thereby com lotol 
t.nci reline U•tt Ial.knc1a troll uort.h, IOl.lth. eut. 1r1~ wo t. 

n 11 \hat ~lt! :oe mcll'clo nt 
tho •lr liJ' Japa..,a• lorul-ba:lad lllrn'lltl, ;.{: hU lft""l.4d 
ue !'fill oen&nc oru euntUJ. relntorc-nto roo 
Mi.orial to t.ho falllr.t de!Uid 1"5 or U\o Phll! r 
Cori,J ,...,.. H haa alnJO> be"" ot.ratou - a 11.r 
'born ot neceNit7 - t.hAt. in t e't'ttlt or a tuU 
at~ on tbo lalands b7 Ja~, "" eh<>lld fie a ~ 
..,uon, att«:pUn& to reUre alawlf tnt.o Bo\Un ...,.1~• 
and CorNddc:r. 

c Jcna.- Ullt. t.'le oq: u a 'llbolr> 'IIC:)\al.CI • t4 be 
!OIIjjlt and .,n b7. proeen of &\t.r1t.1on acalnet J& 
I tool!. Wa klWW all alort: that, 'ldth our £N&t&r raao ,.. .. , 
" eould out~\llld J8p&n and ultimt.elf o-ala har on 1ea, 
on ltnd and in tho air. fl kntJW Ulal, t.o obt.&tn our 
objocUv•, ~Y vltl"iet1ea ot opcrat.iom 'tl'auld be 'Moe :lal'7 
in a.r"s Cit~ r U'lan Ulo fhil i.ppi I'll&-. 

tlothing_ Ulat. tws occurred 1n U\O paet. two n:1nt.he 
hae aa~cttd un to ravieo thl!S b.ardc atrRt trt - except UmL 
the dutm..ao put. up by General uaeAr'thW" hAll aacnir1i!tnlly 
tJXctedod t.ht provlom e•t.iz:at.ea; and ho " hie ron &J"C 
c&ln1rc et.orncl flo'7 thlll'Ofor. 

llael.rthur •1 rtriiiY or Fl.l1plnol om A:~oric.,e, lll'd 
llw torcce or tho VniUd llo~1ons 1n <hlna, In Dunaa &ad 
lobo llcltt.orlandll to:rt Indies, aro all t cr 1\altUlln& 
lobo 1.., ...-w task. ,., ...., -~ opon Jll7 "" 
1ncroul..no.l7 terTibla price tor b r mb1U""" at\41:1 to 
oe1ae mntrol ot tbo • ole >.UanUc worlt. £Yv17 Japonuo 
~r-por\ IIWlk ott Ja""' II cne !.No tr ... porL that tbo7 
con uo 1o eart7 relnto..-nu to th..i• arq "'}PPlinG 
OaMral. MacJ.r1,h'Ur in lJ;moQ. 

U ~~ b<lcn ea1d tho\ Japorn.M t,alnl in t.hD 
1'1\Uippl.noa woro mode po•llibl ~ bJ th •uo u o! 
~ho.ir OUTI'r110 a\taek on Purl ifarbcr. 1 \<lll )'011 U..t 
t.hla ill not. 10. 

lvvn U tho attack ht d uot. oo • )'Qur IYP 
will """" th£t 1~ would have been a hopo.l a Op.l Lion 
for 110 U> 1 nd th Flo \ to tho lbU11'!'1nc Lhr "'':h 
t.hOi>l&ndD of cU D o! ocean, w!lile all \hoM ialand bal I 
... ru under th ol cont.rol; of thl Jap Mo 

1~5 
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lou at>1 I ha" the u-~ contep\ tor -rl-• 
.t.o, 11~ PMTl B&rt:IOr, ha.- wh!.apeNJ or L'lnOWl<*i •ott 
tiN recorct• that t.bere was no lonter an7 i"ao111o rl.H&. -
that \110 nao~ WU all OUDk or dut.ro~ Ol'l !)e-r 7th -
t,hat. ->r. .\han 1,000 of our plmee .._,.. ... ,.atro,.cl on the 
JI'OW"'· 1'M7 ha.., qgestocl ol¥11 \ha\ lila "'"'.....,' b&o 
rllllhlld tile t.Nm -u• ct.aualUu - \hat altvtn or 
tor•h• lllousond """ """" ldlled.o&t Pearl H&rbor wl.tld 
of tilt fi1:urea as of1'1cially announced. 1'hty have ovon 
aorvod lllo """"" prep14onal.at.& by sproadi.ni U. imraclible 
at.orT tllat ahiploads of bo<t1•• ol our honored -rloan 
dead woro about to orrlve 1n !!•• lor k harbor to be VU~ in 
a cc:amon sTave. 

Al.DioiSt. every AXil ~c••t. directly quotea 
.b:lltrioat\1 'ollho, b)' apfich or in tbe preu, make d.Wift.Dbl&~ 
Wot.eu.ent.e such a.s these. 

'l1w Aae.rican people nt&l.ite t)w. t. ln Mn1 c:asea 
da\01la of alli\ary operationa connot. b4. a.lacloaocl unt.U 
n an. ablolut.td.y certain th&C. t,b4.; -..MOUDc.-'*t.. Will not. 
pn to til• .,._ all1\ary info,..tion whlcb ha -• not 
ali"NNI1 s-aoss. 

tour &Dver=<n t has 1111101.1 t.alc..abh oontlGooce 1n 
your ability to b&ar t.h!. wcrat., ri tllout. tllncbinc or 
lolin1 hoa.rt. lou cust., 1n turn, h.avt ooapl.•U con!idlnce 
that. ,our i;QVbmJ:Iitmt ia keepin& nothin1 tt'OID 70"' ~ept. 
info.,..tion that will help tho "'"'"1 1n hia at-p\ to 
<ldtroy us. In e. democracy tl'lbr<. 11 a.lwaya a eolCIIIIJ\ pe.ct. 
d trut.h b.otrro ... gove"""""t ana 1110 pooploJ but. there , 
must. lorl.no a.l.wt\13 be a tu.ll ustt oi' diccrction -- tu'\d tJ'Iat. 
word. ••d1acrtl tt.on" appllee to t,t\a eri t.ios of govom•mt 
U Wllll o 

Thia 1a war. The AQer1can peoplw want. to know, 
and • Ul ~ told, tho g~ral t.Nnd or how thO war ia 
cotna. llut. t.hey 00 not. w1.sh t.o help t.n. tflfll¥ lil\1 1101"8 
thon Ollr till> \in& forces .Jo; ano tho)' will poy little 
&t.tMnt.ion to the r\IJIIOI"'10D&•ra and poleon p.ddl.era 1n our aidst. 

To pou .lr<lll ~~~~ r.ola of N*r and poiaor> to l.he 
l'teld ot ract.a: tne o.UIIber o! our ottic:en md •n killed 
in '-4• &t.t.&e~ on P.ar.i. H;Jbor on ~r a.e'ftftch ••• l,~, 
and tllo nuabor .. ~-as 946. or all \II• -tent. ohlpa 
bu.O 0<1 1'....,.1 Harbor - ba\tloolrlpa, Ma"T cruiaora, Ucht. 
eN hera. a1 reA.tt c&rriara, dEsSt.roywoa &no tW..J"inn;l -
only Uv'H • ..,.. ~"-"""""'Uy put out ot oo..Uaion. 

Vl$ry mMY of tho ships ot \lw Pac111o n""" weru 
not. vvon 1.J\ Pearl Harbor. some o1 t.noee tJut.t. weto tbtre wtJN 
hit. very alight.l,y; r;nd. otMra Uwt. wQre ci.u:lSed havu e1Uwr 
rejoined Utu Pleat. by now or aru st.1ll undttrao1na J"CCpoim . 
'ffl'w:ln t.hOI~ rupairl!l &re c aRplet.id1 t.h• ah\pt 'Will be I'OON 
•ftlci•nt t1(!11~1na m<lchiru!B than th•l' ••"! boforu. 

1'hu report' t.ta t. we loll t mord than a t.houoond airpla:nea 
at. harl HArbor ia as baaoloea ae th" other wwil"d ruDOrS . 
Tbt Jopanooo <lo not knorr just ._ .., pl.,...l l.ha1 dootroyed 
\hat da7, And I .., not i<>l.ni to taU ItA•· But 1 WI 1&1 
t.hat. to-do to - ond includi:>C Poarl H&rbor -- " ' ha .. 
4•at.ro)'\rd. conaidorably aoN JMpi.Mk pl&n~o~a t.h&n U\eJ han 
d .. t.ro,..S of oun. 
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C-1141"011. na~lCIDO 1n lb'opo lin<'W vllat tho 7oko at tllo 
lUll 11 Ullo. An4 tllu po<!l'l• of - and of ltlnollur1n llnav 
1n tllal.r tloab tllo b:lreh l!oopoUID ot ,TOj)OI>. All ot tho pooplo 
ot Ada mo.t that it t.berO 1n to 'bo on bollol'l>blo on4 ~ont 
tlaturo tor or>¥ ar tll«:l or ror ua, tb4t tlaturo dopanl1o "" notor7 
b7 tho VD1tod lle.UCII!I onr tllo 1'cttcoo at Axl.o oaalJMDIIlt. 

lt • J,.t and dUnl>lo poooo io to 'bo att.a!M4, cr omm 
it all ot "" aro D>rOl7 to .... ..,. our oom akl.M, t11oro 11 cmo 
~ tar wo bero at llcnr to tDep ......,."""t - tho ~ 
at our ._w ua1c at Jll"'''DCtiao -- =-ted :pro4!>ct1ac. 
I-tll&t wr11. anl.l>~· 

~. Ital7 on4 JoP"" oro 'fTif'1 ol- to thol.r 
tiOllilllm output e.r plmlOO, f!Uilll• tN>lol on4 abipo. 'Dlo tbitod 
llatlOD& aro not •• oopociall7 tllo lll'll.tod Stntoa at A!m"ica. 

OUr rirat Job tllGn ia to build liP produotion ao t.hat 
tllo llrll.tod llntiona con coiDtal.l> acmtrol at tllo oou on4 ~ttal.l> 
oontrcl or tllo air -- not ...rol7 ., allsllt aU»>r1or1t.T, but on 
ovoMolmns ouporlorl ty. 

On JonU&r7 a1Xth e.r tlllo 7001"• I oot oortain dotinlto 
soolO ot praduotl<m tor al.:rpl.anDs, tenD, guna and oolllpo. 'l'bo 
Axio pzOJi '81>'"4iota oall<kl tllOCl rm~tlo. i'lmial>t, noarl7 tw 
l:ltll\tbo latar, and attor a caro!\IJ. .,....,1 ot ,PrOSl'eDO 1>7 ])oMl4 
JlolJICil 1M otllo:ra che.r1;ed vitll 1'9tJ!IODOl.bll1tT tor our pt'Odllati""' 
I can toll 7011 that tllaoe gool.e Y1ll bO attainod• 

ID ttNr7 part ot tile cOUDtr7• _...., lo p.-..ll>oUOD 
OD4 tho- 11114 _....at wrk 1n tho plaoto aro alY1Dfllo7ol 
....,loo. Vltll f<N e=optiCIDII, ).ebm", capital Cl4 t01l'<111>6 :roollSo 
tllat \bll lo no t11110 ol\bor to- un4uO protlto or to p1J> 
opoolal a4nntapa, cmo r:msr \bO o\bor. 

Vo are C>all1n8 tor D<N plonto Cl4 &441 tlONI to 44 plonto 
on4 tor pl&Pt aormn-aioo to _. .-.. llo are -ltloa _.., _, 
OD4 _.. - to MID tbaiL Vo are VOZ"Idn6 J.Do60r bouro. Vo oro 
ocain8 to 1'94liso that - oxtn> pl.oM or astra tAnk or eXtra SUP 
or o.xt.ra lh1p oamplotod tal:::aOl"1"' rm:t• 1n a tw l:IQII'lt.ha, turn tho 
tide on """" 41ot.ant bnttlot1ol4; l t Dl.7 - tho dltrorenco bo· 
- l.lto and 4ca\b tor oaao ot our tls)ltlna """· Vo - """ that 1f vo looo tllio ve.r It vill bo gor>"r&tlONI or .,....,. oonturioa 
'before 0\11' Oc:l!N10Jft100 ot (\SI001"e01 Otul 11'rO &f7'-1.n. An4 V0 081\ 
1<-MI \blo ....,. ""-17 1t w oli:N up our ottort ar ~ "" vaoto •"" 
....Ut1on onlplJJ8 at noll othor. 

Bore oro tllrOO blfP purpGGO• rcr CIYOr'1 t.=crto••" 
1. \lo atoll DOt otat> York tar a ~ M3· 
It """ 41lrpoto .n- "" ohall - "" V<.r1<1DS vbUo \be uoputo 1e aoln>4 b7 D041at1on, ..,.,. 
c111atl<m ar orlrlt:ratlon - mtU \bO var 1• _.. 
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wU.h a r.r 

uupro~t "''I t do \1'07 our ~ t.1 and 
in ' t tlwy are ,.,.,. t'7inc to d 1\1'07 r 
our ...,., alllo • !boy ~ U>ot llrt 1 Ill a 
that U.. l.ans tho Ch~ ar 
Fatrioti< am aensl.b o "-'loa.,. w1 "'J• t t 
obr.lrdlllol. .l.n"ilna~ or :.lot<mirc t ""7 ot lb1lo 

CNCio -""""'. tJlo7 will ....... u - or t thl.l\:1 
thot ~111 ond J pameo .,..,., oaid ~ are ot 11 qln£ 
about. Ulo 

Evar eiqcc lh..!.zl na ton b4c&JIO tho aramal or 
daot.racy - enr sine'! ~mctm~t o! LeaS .. Luae -
t.ht rt' hniJ bt•n "me penrt.rtont. UIC1H thro.J&h All Axis 
propoi"JldA. 

Thia t.ht..Oe ha~ been Ul!.t. Amrlcona are edzl.it.t.edly 
rieh, ond that Amo:rl.tans h0'18 conol.d r bl 1..:1 \r1u 
rowv - but that. A!lleriC:Gro: are lOt\. IU\1 lk dent, tNat. 
t.h 7 cannot o..:! •Ill not ""ito ond work and Clcht. 

,._ S.rlln, ~ and T<*:ro "" haTO ~ d Krlbod 
•• a owUon of woakll.l\:• -· •plAJt>or•" - "'" woul!i biro 
lrlt.l.ah eold.lers, or Ra:. a.n aolt.liera, or ndnla• 
ooldi< I'S to d~ our ll(hU!lE tor 

Let rcpellt t!" t naY: 
Lc1. 1.hc:m t 11 U..t to "o<m<ral ll1clrt...,. and b1o - . 

Lot. t.h a tell t.t-at t.o t. saUor1 wbo \.odAJ' are 
1\!tt 0& lloU'tl In IJio tar C\tero of th l'a itlc. 

Lot t m t.<>ll t' ot to 1 1oO;II In th P111nc 
Fcrt.roa•o . 

atlon am 

Regraded Unclassified



139 
- 8-

.. -rl...- will cont.ribuw 1111111.0 prcdueUon ond 
wdf1ed acccptaoce ot aacrtt:ice aftG of effort.. That. ...u 
0 nac.!DNl \Ulilf' lhat - know no 11a1 .. UOI\I or r- or 
creed or oolrlab pollUco. tl>e MOrlcon peoplo upoc~ 
tJa t ... h rna t~~e•ohn. Ano ~· -n..:.n peoplo "ll 
rltlll ooyt p>6 _... ot e>q>rooolng tho1r <lotara!M~I.on to 
w1r onoal.oa, includin& ~· Ja.poneoo Adal.r&l who hoo o&ld 
tho~ he will dlctaloe tl>t W- of peco hero in ~~ ilhJ.Ioe Houoo. 

We o! the Uni t.ecl Mat.1ona are &cl"ft4 on cert.ain 
brood pl"inol:>J.oo in ~~ lcin4 of pooco •• -k. 1ho 
A~ontlc Charter opplios no~ only to tho poria of tho 
world tlla~ border ~ho Atlan~ic bu~ to t.ho whola world) 
clistL!'IIWU'IORt, or a&&reeeors, self-<1etermintLt1on or nat.t.one 
end }'eO pleD 1 anc1 thO four freedoM - frHOOa Of apeech, 
troedoa ot religion, freedom fro• want., and !NidOII 
r·ro• roar. 

I'le Br1 tioh end tile Rllooion pooplo ha .. Jcnoon the 
lUll fury ot llau onsla~~. 1hero have boon t1•• when 
the tate of London IU1Cl Moscow •a.s 1n Hr-lou.l <loubt. Bu;t 
theN "u m:,;vor thl sli:;:btest. quut1on that. either t.he 
Br1t1ah or til• llllssi&ns oould yield. And todaJ all tho 
Ullited llat1cno salute t.bo S1lJ"'fb kwloUn Anq u U 
colobratao tho t...,t;y-fou~ anniwroory of 1~o £1rat. 
UHablJ. 

Though t.h&1r bolleland waa oftri'Wl, U\41 Dut.ch people 
oro ttill fighting otubbomly and po .. rtully ovoro<.U . 

ThH great, Chinese peoplo have aut!•~ ar1avous 
loaaes; ChungkinA has been allloat. wiped out. ot Wat6ncdl -
ye~ H r<lOiains tha capital of ., unb .. t.ablo China. 

That. is the con~rins ~pirl.t. which pteva.Ua 
lhroulhout Uta:~ united Nations in t.hia war. 

"l'h• t.sk thllt wd Aaerlcans now tact will U.at. us 
to t.hu utt..rmost . 

Never before ~ve • '-~ c&llMd upon tor tuch 
a prod1c1ou:. effort. never betore ha" " ha4 80 little 
t.l.a• 1n W\1ch to do so Dlch . 

•ttu.se aru ttw d..a;.;;.s t.ba'- t.ry .an'• •oul••· 
TOll Pai.tMs wrow those won:U on a anJao""Mad, b7 

1.hu ltgt\t of' a c:aa;.J'iru . That wu wlkn Uul\1nc\OD
1
a 

UtU1t aray ot raaged, ~i.sd _, ••• N~t.l.n& acroaa 
New J t.rsuy, bavin;: t.&StbO. nothinl ~\1.'- d(lt'e&\.. 

And Ol:lfleral We.shington ord\mld that.. \.hu6Ci aroat wol"'d.5 
wr1 t.tun by rom. Paille be read to tbe 1m ot ¥VfJf"/ regi.lwnt 
in t.hu Contincllt.al Army, and thie wu t.hd auur&LnCe given 
to t.h'' tint. A:nurlcatl annod rorceru 

"Tno l'N..IIIIIISr 5oldi{..r 411d t.ho eunahinu pat.rS.ot will, 
in t.hlA! crisis shrink rroa tiw aenict ot thdr eoun~ry; 
but hfl that a~ds it now, ch!at~r¥GS tJUI lovt and thankS 
ot un anci woaan. Tyra&U'\1, lUw bell, 11 not. ..alily 
eonqUuNd) ,..t •• ho"<e ~14 consola uon with us, lhat tho 
ha.rder th• sacr1.!1co1 tbe .:ll'8 &lor lou• \.h• t.ri\lllll)h" • 

So opok• .,.erl.cano 1n tho. yuT 1716. 

So apoalt -'-dcma todaJI 

--------
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February 28, 1942 

Dear Dr . Soong : 

This will sckno~ladge receipt 

c! ~our letter o! 7ebrus r r 21st en­

cl.oaillb a con!lclen tial report recel nd 

!rom Switzerland, which I rea• wi th 

aucb lntereat . Thank you !or eending 

it to me. 

Yours sincerely , 

Dr . T. V. Soong, 
Wlniater ror Foreign Allaire 
Republic o! China , 
1601 V Street , 
~aehington , D. C. 

1.40 
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MIMf8TUt 'Gilt "'llt.IIOflt AnAUt8 
"KII'U.UO CW C:HINA 

February 21, 1942 

Deer Wr . W.orsenthau: 

1.41. 

I u aendin& you for your 1ntormat1on 

a report which wo have r eceived trol"\ our U111tary 

Inte111cenoe 1n Switterl and . 

Yours einooroly, 

T. V. 

l:r. Uenry l!ol6enth&u 
Secretary of the Treasury 
llaehincton, D. c . 
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SECRET I 142 
IJP(Rf PIOII 0UB IIILIUIIl IITILLIOIIICI Ill IWITUIIUID , PIIIIIIWIT 20, lNZ 

••• 'ftN mcnr, prior to the iDTaaton ot rr.... 1n u et·tort to anrt ~ tber• 
• 

n t 1 plot by aoae of tho Geno&ll &nl7 ortioora 1.114 ••bore or t~ Doutaoh latloaal 

Party to ''t rid of Ritler 1.114 1Dot&ll 1D bio plaoe Book, tbo toraor Cbiof of St&tt, 

th!t plot noYor aat ori a lisod booauao t~ hi l)>or ott1oor 1 wor e afraid to l aunoh it • 
and otter tM oollapao ot Prance Book waa I.Jiaatiw. 

"Tho dofoat IUitaiDod by Gera~ at tho hando of SOYiot Ruaoia hao UDdoraiDod 

tho ccnt!donco or t~ bil)> .Uitary oftioora 1D llitlor, oo t hat tho plot baa boon 

rn!Yod. 'llbotbor tho plot will aucoood or t a ll doponda on tho abilit)' ot ranki.JI& 

._ ott!cara to ouot Ritlor before tho force of tho Gono&ll 1.rw:1 1o l.,..rod. n.o 

plot eallo tor tho oooporation of Groat Brita1D1 aooor cliD& to t~ir now, Groat Brttaia 

1a uu.bl• to aoore &J17 dec ia1Te Tietory ~•r O.raauy withiD the next two reua, n-n 

n th tho auiotanco of t~ United Statu. I.atluonood by tho pnoral diotruat ot lo·uo•t 

Ruuia pronilint .. ..,, all nationa 1D wootorn Ellr opo , Groat BritaiD ia ospootod to 

rooot t a•orably to tbia Goraan o~orturo. Tho Goraan otticora aro ot tho opinion that 

tho w.r boo oroatod a national orioio Which tranaoonda all conlidoraticna of t ho llaai 

Part)'. 

'fbo followiDr; 1o r epor t ed to be liitlor •o war plant 

•(1) A.a aoon •• weather oon4J.t1cnu beocae t aTorable , the c;..raan• will 

lm•d• the Caucawe . t..ter, when a &•n•ral ot t eneln 1• l&Ullebed on tbe central and. 

northern aoctoro, tho Goraano hope tbolt J apan will obtul tanocuoly attack Siberia ud 

that tho Ruuian oupply r O\lt• • troa Great Britain 1.114 tho United Statoo will be out. 

•(z) Attar tho reorpnhat!on of t~ I talian Arw:! bao boon coaplotod, 

tho .lxh will ota&• a tull ocale attack 1D tho llodi torranoan. Air attack• will be 

en llolta and Gibraltar, while, in ccxoporotion with tho Axil troopo 1D lorth Atri oa, a 

c .. bi.Jiod attack by o l and and oea will be .. d• apinlt tho Suoa Canal, aokiD& a junction 

w1 tb tho J apanooo na'f)' 1D tho Indian Ooaan. It 11 further roportad thot tho Goraan 

aay lO throul)> T\lrkwy at tho oD4 ot llaroh with tho ala of raoobinr; tho Peroian Oult • • 
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TREASURY DEPARTM ENT 143 
INTER OFFICE COMMU NICATION 

~ Secretary Morgonthau 

'"o" Mr . White 

subject: Shi~ent of Gold from Germany to Switzerland 

In the latter part of March 1941, Germany sold to various Swiaa 
bank& about ,S million 1n gold. 

In the early part of April 1941 , an unspec1t1ed number ot bara 
of czechoalovak1an gold was disposed of by t he Reichsbank to private 
Sw1Sa bank a . 

From the end of October to the beginning of December 1941, more 
than 21 tons (over $2; million) of gold passed through Basle en route 
from Berlin to the Swiss National Bank at Bern . 

On December 7, 1941, 7·5 tons (over $8 million) in gold arrived 
at Bern from Berlin. 

During the week endi.ng December 27, 1941 , 20 tons (about 
.22 million) in gold entered Switzerland from Germany consigned to. 
the Swiae National Bank. 

On January 2; , 1942, 5 tone of gold (about ~5·5 million) passed 
througb Beale eo route to Bern. 

Portuguese t ungsten ore and other 

Another part of th~se gold shipments haa possibly been for the 
purpose of effecting capital transactions tor ultimate German account 
through Swiss intermediaries. 

The reat of the gold may have been uaed to pay for various other 

( 
imports and services or to increase balances bold by the Reichabank 
1n Switzerland or in other countries. 
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Treasury Department 
Olvlelon or Wonetary Research 

1.4.ll 

Date ...... ~.?.~.~.':l. .. ?.J., ... }9.~1'9 

s~cretary Morgenthau 

J.\r. Alli te 

France Nortll A1'rica Gold 

On February 6, 1942, you sent a letter 
~c· t hf' Prea1dent suggesting the poeeibil1 ty 
or t u t~rc ept ing one or the planes carrying 
rold from Algiers to uarseille a nd thus 
rorctng the discontinuance or these ahip­
a:,. nta. 

The American Consulate General in 
Algte re suggests again that one or t hese 
~l~nes ehould be intercepted or, if euch 
tntPrcepUon ls impractical, that the 86C 
t1H publlcl ty to wha t is golng on and 
truP , perhap s, 1'r1ghtPn the French 
su t r.o rttiee in t o stopping 1t, at least 
•~:r.r~ !·ar!ly . 

Fro:o Consulate, Alg1ere1 __ 

!lo. 96, Feb rue ry 15, 19~ 
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In rep~ rotor to 
"l'D a~. 51/PAO 

7obrua:y 21 , 1942 

!he Secretar,y of Steto prooonto hio cowpl1Donto 

to tho Honorable tho Sec retary of tho ! roaour.y and 

encloaaa copiea o! a peraphraae ot telecraa no. 96 , 

dated Jobruary 15, 1942, tro:o tho .U.Orican Conoulate 

General, J.}«ioro, J.~rl.a, concorn1t>j! &old oh1~nto 

troa Korth J.tr1ca to ~uropo. 

hcloourot 

Froa Conaulate, J.}&lera, 
no. 96, 7ebruary 15, 1942. 

145 
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• 
• Ainl&a Q~ !ILMJtM Dmi.QD 

JIOih .u.n- Coaala\e ...,.r.-1, .&J.c1ero, .ucma 

l'mr re""-7 15, 19ll2, 3 P••• 

10. 1 ~ 

1.46 

'1'he ueoac• 1o troa 111'· llllZ'pbJ alld. ratoro to tolocroa 

no. ~7, 4ah4 letmai'T 24, 191!2, ,.,., 'or \lie Coaoulato. 

8Jlrp1'1oo wu 11141oa\14 'or oao ot the ott1o1.-lo lv' -

wo ... uoa troa Uao t o U•• bu 'hln oappl114 ooaoo...W.C 

old,....h ot coU to lll>ropo froa •orih J,trica \bat noih1llc 

bu 'been 401lo to lrrUc theoo oh1pa•to ot coU to 11aroo1llo 

froa 4J.c1ero to an en4. l!o otah4 \bat u upla1llo4 1ll tho 

toheroa Wl4er rotor..,co \heoo oh1paonto aro boills udo 

ri&Ularl7. ('1'h1a ••14 vao rotorro4 to ao :Bolpan gold b;r h1m.) 

111 vantl4 to know vh;r iho :&rliith :Broa4out1nc Corporation 

fri&l>\.., \he ... ihor1Uoo at YlohT •4 Parit to caue at lout 

t-.porar117 th1o 110Url'r 1t iho nc~~ooUon ao4o 1ll iho tu.-

11'• u4ar ••otorlllCI to ia\orcopt ono ot the planoo vu not 

pnoUc.-1. '1'h• J)lpart.llant•o oOM•t on tho torecoinll voa.l4 

bo ~~~Prto1ato4. 

'1'he \elocroa vu ropeatt4 to Londoll and to V1c!IT for 

ropeUUoll to '1'AJlli•r tor 111'· ~. 

OOLI 
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PERSOlrAL Al!D SECRET 

Deer Wr . Secret ary, 

148 
BRITISH EMBASSY 

WASHINGTON. D.C. 

Pobruary 23rd , 1942. 

I enclose herein for your personal 

and secret information a copy of the latest 

report rece1 ved fror.a London on the mil1 tary 

at tuation. 

The Honourable 

Be11eYe me, 

Dear Wr• Secretary, 

Very sincerely yours, 

Henry Uorgen thau, Jr. , 

United States Treasury, 

Washington, D.C. 
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lltl'I'J:IIIIIQIT llliCQ! 

(u.s. SECRn) 

149 

An 0!10111)' toroe reported as two battleships, 3 oruisoro I.Dd dootroJW"S 

oteorins north - sighted on 2let b)' s lb!son airoratt on rtoonnaiooanco at U.l5 

A,ll. ott tho woat oO&ot ot D&N!Wllt. At 7,28 thia 110rnins Be....Cichter reported 2 

bottleohill'l I.Dd 3 dootro:yero about lS niles nortllo4eot ot suv.uma oto<.rins nortb­

lllt. 2 atriltl.lls torooo ot Beaul'orts were do•ll'ltched :yeotardt.)' attornoon bllt 

noitblr toreo reached ita objective owing to ~17 be4 vioibllity, A s,ooo 

tea G2'eok voiHl - INillt :yeotardt.)' b7 - ott IWIIJICII, A llritilb 81000 tea 

tenltar wu oholled I.Dd torpedoed on 2let otr 'I!UliiDAD I.Dd bao b&on abi.Ddcoed, .\ 

4
1
000 ton llritilb 80tor ohip bao been l>clobed and beached ott IIIIIDII.I.ll (A~1li.\W) , 

2. KD.ITARX 

~. OUr pstrole havo boon aotivo in tho '1\llNI-IlEKn.I area and 

. aa tar ae KS~. JJ.r raconnaiasanoe r evealed about 21000 onoq motor vehicles 1D 

tho DDIIW-OAIMIA area, 

lllllllfA• Severo tigbtins boh1nd tba river Bn.IN oonti.nUea, 

bavo boon baa.y .., blltb aidoo, OUr aiD pooitiono are iDtoot, 

) . AIR orptlUW§ 

J'!!SDZN mo:a. 2lat. OJr f1ahter• on ahlppinc ncOIU'l&iesanee at-. 

tenltad a 3, 000 ton -.aao1 ot BOUUXliiB, a 1,000 ton ..... 1 ot mlAiil' I.Dd an A,.\, 

ahip ott C.\1.\IS, Spittireo daMCod a G.,..., bollbor ovar LIVERPOOL !IA'f. 

:z;.at/22nd, rorty-two airoratt waro oont on ro>ins e-a&ionn aver 

ncr~ot O!RKANI I.Dd 6 otbora wore ll1.ne lq111fl, 17elthor n o good aver tho 

RUlli, 3 airoratt are 111••1nC• 

lollll'.A• 20th. Bed wcatbar restrio"ted oll'lrationa, A Oarun bcabar 

was probabl,y dootro7od ....,. IIISlA I'A 'II!UH. 

~~AWl• 20tb/2let, I.Dd 2let, A totol ot SS •- airorltt attacl<od 

our-· nuoc- .... .-.4 to 0 bangor at IULI1IW& I.Dd 2 borroeb at 

HAL PAR I.Dd LDQA., 1 o1rcr.rt on tho cr«1Jld was dootr'03'04 I.Dd 7 801'8 ...,.. da:oq:od. 

1 o......, "'-bar .. probdl:f deotzoa:red b7 our tiebtaro, 
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PEllSONAL AND SECRET 

Dear Kr. secretary, 

1.50 
BRl'I'ISH EMBASSY 
W ASBINGTON, D.C. 

Pebruary 23rd , 1942. 

-

I enclose herein for your 

peraonal and secre t information e copy or the 

latest report received from London on the 

mili tary situation. 

Believe me, 

Dear Mr. Secretary, 

The Honourable 

Henry Uor genthau, Jr. , 

United s tates Treasury, 

washington, D. c. 

Very s i ncerely yours, 

~ 

Regraded Unclassified
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caw.... /3 
IUT18I llllt lEU! 

(0. a. IIICIIIr) 

1l>e ,.... ,,.. ... ""'-riile suaoour u -- la tho -

canal ZoM. A u.s. Tnnoport. Nport.ocl tbot 011 tho ai#lt ot tho 18th IIIIo 

occidont.oll.)' ,...- on<! coalt o cratt bollovod to bo o oW.O.rlao la tbo CoDal 

1.one. A report hao boon roee1ncl ciYiftc la~ta W-\1011 r.prcllac 

a llaftl oot.1011 la tho 1.0111101 Streit. It u proboblo that wo lt•t '&.CO dooti'07"• 

oro ...S MZilt or c1uo&o4 OliO - .....U.r and o doOI.r07W, llw'I.Da tho air 

j att.ack 011 DAIIII'Df 011 tho 19th a U.S. doo~r ODd oi.x -t ~ woro-. 
All oiUrtrallaft --per- t110 ·-t lblpo ...... ri .... l.)' u.cM· .. 

u.s. 8,000 t.oa tank.,.- a ..Ua aiM<! 0.8. llorcb&at .... aaal ban - tor-

pocload ort tho !ar t Cooat ot norida one! oat or IWI'!DIICIUE roopooUval.)'. 

A 8rit.ilil Mrobant .... eool ot Md!• t.oanap 11 l'Oportacl torpedoed one! N>ll: otr 

IIADftAS 011 tho 15th. 

2, MILIW!I 

.L11za, 18th. EDeoo7 col_.a with tanka .... op1ft acu.,. 

bot... our GAJ!ALA..IIllt IIAil!I! po&i.OD aod tholr forwoN 'IIIDII - Jlll(lLl ANa 

"'""' or tbc:oo .. ~. -- bu.t ...... lotar to,...., to f'ill>d.ra• 1lJ' our 

lllll>t rorcoo. Our ..-,rod con ba.-e- ocU.,. la lblo .,..., l,SOO 

diopo.-1 K.T. woN "'PPrted la IIIXILl ,._, 

1111:11.· 19th. _ .. clo6e r~u111 baa 0011tift ad .., tho 

u .. r IIILDI flo:uolac tho loot - dar•· 'll>ero bee - litUo cbaaco la poalt-

1ona. T--o or our QurtEba 8att.al..1oo• b&•• ..U ac:cHat\11. count.r-et\.ac:U. 

IIMIA· -"7 t1ptiac -t- "' ..._ - - ..._ -
lb>aoaao aro ottoot1~ boUiAC Go..a ottaoko. 

), ua orwtlfP 
'!t!to'P OW\• l!Oth. 51>. .-11 offMIOl .. Clptor opoNUOIIo 

......, ~ OUT1.od ""t ap1aot 111aor ai.Uta1'7 obJactlYH la __,. 

,._, OM-.,..._ ... -taO)ood and- SpltflN 1o aiollac, , 

~ l!Oth. JJaoo- ..,_,. alrcratt .......... T.ul.l .looi'OII'"<-

.,. Ul.\nMI& _,. .. ·t- -"" -1- ...... !loG -- ..... -­

..... "' "'""-· 
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~· 1~. S...ente., 8le!IM1u eecort.ecl l!J Hurricanes 

ouccerofull)' att.ackecl .,.., cooc•trt.t1011u 1n Ule bt.tUe arM and to:o Hurricane• 

attacked on-r traneport 011 Ule Road North or TI!ATal . &~eov aircratt boabed 

UDOWID (tort)' aile a 11or th ot '1'0011000) and IWIDAW' 

( 

Al!ltpHa. llortb DAR!TIII. 1'110 att.acka ftre •de l!J a tot.al pt 

c1net7 threa boabt.ro IIDd twelve tigbtere. l'be "harYI' IIDd aao R.A.F. bu.Ud-

lnc• nre IWt'INl)' dua&ecl• Six lludaona, two TOOMba..U ao4 .,... Libt.rator 

..... d .. tro)'ecl on the cround. FiY• Inti)' ai'tcn.tt ...... ebot dOIID ~ ti'oe 

otllorl p'I'Obt.bl)' deatro)'ecl. Ten Toubane were loat 1n air f181>t1nc. 

It ie repc'l'ted that in exnbllfl81 for the use of the LIBYA INPPlT 

1'0\lte of requbi t1oned Allied llh1pa , the Oel'lli&IIO are oll01'11ng the French to 

..01n for their C'llll uee until U/42, tho total production or llilltory a1r-

cn.ft 1n the Unoccupied Zane. 1h1a 1ft unlikel)' to exceed 400 elrcreft, 

Regraded Unclassified



1 0 

TREASURY DEPARTMENT 

INTER OFFlC& COMMUNICATION 

Secretar7 Morgent hau 

Mr. Kamarclt 
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SubJ sot: Summary of Military Report~ 

Spnl!l 

Two Spaniph shi ps heve been sl lowed t o take on 
cargoes of gas oi l in t he United States. Colonel 
Donovan's office states that "it appears l1ltel7 th~t 
. .. these vessels will be allowed to proceed i n return 
for Spanish assurances regard i ng fi nal dispo•ition 
or t he on .... • 

(C.O.l., "The War This We ek: rebruar y 12- 19 ,1942) 

GermM NAVY 

The German battleshi p , Tirpitz, wee sighted under 
way ln Trondheim fjord on the 19 th or r ebruary. 

(U. !. Operations Reoort, Febru~ry 20, 1942) 

llediterrsnean 

The Germane have concentrated 700 or more planes 
1n Crete and eouthern ltal7. (This concentrat ion or 
Ge rman planes, the presence o f a l a rge number of German 
submarines 1n the lledlterranean, the cont i nuous attacks 
on ~alta, and the reinforcement or Rommel wl th men and 
equi pment , all polnt to the great lmoortenoe t he Germane 
pl ace on the Libyan sect or.) 

(C.O.l.,"The War Thl e Week: Febru~ry 12-19 ,1942) 

E!!n~h Collabor ation wi t h the Ax1t 

According to a well-placed French source , • the 
1942 programme of the secretariat of industrial produc­
tion inoluds s the construct ion or J,OOO aircraft 
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(250 per .ontb), of wtllob f01lr-t1ftba are aU'IIa11tll4 ror tba 
o.raan• an4 ona-f1ttb for tba Pranob. • 

(c.o.I., Pabruarr 2,, 19~) 
It 11 raportll4 tbat tba rranob V1oll7 Oo•el"ftllent baa agrall4 

to Gerull 4aun4a tbat 120,000 tone or All1a4 ab1pp1ng l;r1ng 1n 
French porte be requ1eU1onll4. !h .. a eb1pe are to be uee4 
under tba rranob flac tor tranep0rt1ng euppl1aa to the Axle 
toroee 1n L1b;ra. 

(U.l. Operations RepOrt, Februarr 20, 1942) 

Blockade of the Al1a 

'fhere are clear 1nd1cat1one that arrangaMnte are be1DS 
ude to eend bloou4a runners troa European watere to the Par 
£aet. Japan h ehow1ng part1cuhr 1ntarset 1n Mch1ner:r ror 
eteal plante and coke o•ane, end preo1e1on 1natruaente. 

(W1tb the Geraana aak1ng uae or the ant1ra Waatern 
European coaat 11na and all the pOrta of nortbweet Africa, 
and with the Japaneee h& fnS free ecce•• 1nto the In41an Ocean, 
the blockade of the Axie oountr1ee auet 1ne•1tabl:r becoae 
cona1derabl:r leee errect1Ye, at leaat 1n the netr future.) 

(U.l. Operatione Report, Februar:r 20, 19~2) 
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COOS& IIA'TOR Cll' •aru U:TION 

TO 4&&. 

Flbraa17 23, 1942 

Tbe Honorable Henry Morgenthau, Jr. 
Secretary of the Treasury 
Treaavy Depart.ment 
Washington, D. C. 

Dear Henry: 

le have just rece\ved the inforaa­

tion in the attached .. aorandum which 11111 be of 

interest. 

Sincere:cy, 

1-t.. ~ 
lilliu J . Don;~ 

Regraded Unclassified
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It. baa been learned that on January 21, 1942, 

Sr. Doctor Albert.o Zerega Fombona , Enviado Extraordioario 

ana Yinistro Plenipotenciario de los Estados Unidas de 

Venezuela, Madrid, Spain, received a circular letter 

from his governme~ which calls at tention to lbe fact 

that , since the breaking off of diplomatic relations 

with Germany, Italy and Jap~n, the Diplomatic ana 

Consular officials of Venezuela in Geroany and Japan 

have been reooved from their of ficial seats ana their 

whereabouts are unknown, but that I taly has, so far , 

continued to treat t he Venezuelan representatives with 

accustomed courtesy. 

Extracts from the letter are as follows : 

"The Mini stry has received information from 

certain Sout h American Governments to the effect that , 

consequent on t he breaking off of diplomatic relations 

dth the Governments ot Germany , Italy and Japan, 

Dr. Rafael '~garita Arvelo, Diplomatic Representative 

of Venezuela in Berlin; Sr. Eduardo llarturet, Civil 

Att ache to the Legation in Fronce, who was discharging 

his Consul~ office in Par1s ; Sr. Pedro Alfonso Acero, 

the official in charge of the Archives of the 

Consulate General of Venezuela in Ramburg, and Dr. Carlos 

Rodriguez Jimenez , Consul General of Venezuela in 

Tokyo, have been taken away from their respective 

posts and sent to other destination, t hus findlng 

themselves cut off entirely from all contact with the 

Govel'MI!nt. of Venezuela. 

With regard to our representatives in It.al,y , the 
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Venezuelan Govern.ant has received gu.aranteea which 

prove that they have been and are continuing to be 

treated with all due courtesy and are able to 

communicate with this Ministry without any hindrance 

whatsoever. The Government of Venezuela has, 

therefore, reciprocated and granted freedom of action, 

in so far as circumstances perait, to Ule diplomatic and 

consular representatives of Italy". 
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Uillnm-AlDCioUWU PIT 

COORDINA1"0R 01' IM'OIU tATION ............. 
Februacy 23 , 19~ 

The Honorable Henry llorgenthau, Jr. 
Secretary of the Treasury 
Treasury Departaent 
Washington, D. C. 

Dear Henry: 

The attached, is a report made by 

Axel Paulin, of the Swedish Legation in 

Santiago, Chile, on January 28, 19~, to his 

goverrment. 

Sincere],}', 

/3~ 
1illiaa J. Donovan 

158 
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The Rio Conference is now over, its convocation 

can be ascribed to the present Foreign Minister of Chile , 

Dr. Rossetti. Some details about this man may be of 

interest and throw light on the above-mentioned conference. 

Dr. Rossetti, l awyer ana journalist - he owns a paper 

"La Opinion• - i s a relativel,y young man, intelligent, 

ambitious and of a particularly dynamic personality. About 

four 1110nths ago he started rising towards great heights , 

when he was appointed Foreign Winister wlthout having 

previousl,y held any official post. Be is the first 

Chilean Foreign Minister who does not belong to the 

circle from which such officials have so far been drawn. 

Contrary to these, who usuall,y come from the Chilean oli­

garchy , he descends from Italian immigr ants. Shortly 

after taxing over his present position he unexpectedl,y 

got wind into his sails. In November a Eucharistic 

conference was heM here with great pomp and a week later 

there followed the vis1t of the Brazilian Foreign Minister. 

As the President of t he Republic , already desperatel,y 

ill, was unable to attend , Dr. Rossetti had to take his 

pl ace. This gave impetus to his ambitions. He then 

conceived the idea of convening the American Foreign 

Ministers in order t o discuss the situation created by 

the Japanese aggression. It was expected that Chile 

should to a certain degree follow Argentine ' s lead r ather 

t han follow in the wake of the States do11inated by t he 

U. S. Dr. Rossetti advocates a pol icy of neutrality 

rather than a hazardous jump into the t angles of war. 
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Th1a ooat.rJ' • Nlat.inl,r i'Joi...U, attitude 

t.owarda tM .&xiB ponn u.J 11p to a point. 'be ucribad 

to t.beir part.1011l.ar],y ... n-cbonla npn-t.aU,es bere, 

u Mll u to tM large act.ixtlll'll of GeNU blood in t.be 

population. Tba Gerun .bbueedor bere, Baron Von Scb-, 

and hie .berican-born wife, are t.he !lost. highly respected 

foreign repnaentatives by both i'Joiends and advenariee, 

and tbeir hoepitsble hoM hu alwa,ya been a centre of 

social life in Santiago. 

About a week ago about ten large lort.h .berican 

planes arriYed and settled down in tbe Chilean lllll'ine 

airport. Tbey ahcnr no signs of continuing their journey. 

The Chileans are by no ~ana enthusiastic about ·this 

prolonged visit. In official circles the subject of the 

presence of these North Americans is avoided as much as 

possible. 

Be also sent a co..unication to Baralc1 Falle.nius, 

Iungl. Otrikeedepsrt.entet, Stockhot., dated 28th 

January, 1942, as follows; 

•Should Chile and Argentine sell tbeiiBelns to 

their sister republics and break ot~ relations with the 

Axis powers, then the direct ses traffic froe Sweden to 

these countries would autoaatically cease .• ! wish to 

inf~ra you that the Geraan .bbassador bere has told .. 

that it 1a hia intention, should Chile be obliged to 

break off diploeatic relationa with hi• country, a 

pouibility which is not re-ote and U1 only be a question 

of tt.e, to aak that the Swedish representatives be en­

truted with the care of the Gel'IIBII intereste. 
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COORDINATOR 011' IM'ORMATIOH 
.,.. ........ D. c. 

February 23, 1942 

The Honorable Henr,y Korgenthau, Jr. 
Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

Dear Henry: 

The attached, is a memorandWI on the 

German order of batt le in France as of the 

beginning of February. 

Sincerely, • 

William J. 
/1U( 

Donovan 

161 
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ARlf{ CROUP D (S'Geruin en La,ye) (Includes 3 Araies) 

XV A:r11:J (Tourcoing) includes: 

221 D.I. (Bruges) consisting of lnf. Regt.s : 265, 412, 497 

208 (Hazebrouk) 

322 (llont.reuil) 

;()~ (Di eppe) 

336 (Le Havre) 

323 (Caen) 

711 (Countances) 

319 (Dinan) 

320 (Lanni on) 

• 
716 ( ? ) 

VII Army (Bordeaux) 

165,335 (Brest.) 

305 (Vannes) 

327 (Le Rochelle) 

708 (Bordeaux) 

m (Biarr~t.z) 

715 (Angouleme) 

332 (Le llans) 

I (Fontainebleau) 

337 (Bourges) 

211 (Auxerre) ? 

8 (Beaune) 

28 1ie)lt. (Besancon) 

202 ? (Camp llai1ly) 

71 ? (Rei.Jia) 

308, 309, 337 

588, 589, 590 

570, 571, 572 

685, 686, 687 

591, 593, 594 

721, 731 

582, 583, 

585, 586, 

TOTAL 10 

576, 577. 

595, 596, 

718, 728 

725, 735 

676, 677. 678 

TOTAL 8 

688. 689 • 690 

28, )8, 

49, 83 

233, 235, 286 

191, 194. 211 

TOTAL 6 
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Notes: 1. In the occupied zone (eastern part) there 

are n1111erous Eraatz unite. 

2. The following Armored Divisions are probably 

being formed in the regions indicated: 

PARIS region, 2Jrd Div1sion (Armored) 

IIOR1' region, 22nd Division (Anlored) 

J. The following divisions have left France: 

225 

216 

83 

41 

81 

246 

88 

205 

5 (light) 
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The following infol'lllltion is froa a Yel'f well­

placed French source: 

"The 1942 programme of Secretariat of indue­

trial production includes the construction of 3000 

aircraft, of which four-fifths are earaarked for the 

Germans and one-fifth for the French." 
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KID 319. 1 llo. 639 M .• I . D, 1 V.D. 11:00 A.M., !'eb.,...,. 2:)1 19112. 
S1tuat1on 8-11-41 

S I'l'UA'l'I Oll REPORT 

I. Pao1t1c The&ter. 

fb111pp1nes: Little aot1Y1t7 reported on the fronts. 
B\l%'11A: After he&V7 f1ght1na the Br1t1eh vera forced to vithdrev 
Jn eortein eoatore to avoid onolrelament. Japoneoo bombers vore 
aotJn u allied aircraft aought to otem the advance of sne=:v 
ground troop• . Japanese pressure toward nortb Bunla continues . 
!I.E. I .: Tho Japanese ban effected a lan41Jl6 on Ball and have 
achlo'l'ed control of one airfield. The Jlothorlande CO'I'orrm>ent 1n 
London atatea that the ~tor port of tho Japanese neat used for 
tho 1nft8ion of Ball baa been de&tl'07ed. ~n reports Japaneae air 
unite attacked Bev en leland north of SoorabaJa. Tho li. E. I . 111sb 
C ncl etatee Ratherlando plenea attacked Japenoae 1n Palcbe."6 
area . Australia: Ro """ dnolopoenta to report. 

II . Western Theater. 

R. A. F. bc::cl>ere attacked porta and other o'b.)•atins on tho 
n1S)lt of Febru&17 22/23 in llortbveet Cel'IOM7. 

III. Eastern Theater. 

llo chan8e in tho e1tuat1on bee been reported . (A 
aituat1on ""P v111 not be 1osued toda7 . ) 

IV. Middle Eastern Theater. 

LJbrn: C&J.ro c.-unique IJ>dioatoo that British patrols 
oporat1"6 e&ot of '!MIMI and e<Ntb or 'IMIKI and MEI[ILI are meotina 
"hoa-rier reo1stanco" from Axis coliiii:IIAI oporatina 1n the 08D8 area . 
Tho c._.mquo oleo 1nd1oatea thet Axio act1-r1t.7 Jo on an Jnc..-a-
1"6 ocalo. eer:an 111sb ~ reported on Feb.,...,. 22 that 2 
Brltlab Horcl:ant neeale had boon ounl< ae a result of Cermllll attacl<o 

off Sldl Barr&n1, r.en>t. 
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HMJr : 

Operator: 

KMJr: 

Secretar)' 
Jtnox: 

HMJr: 

l: 

BliJr: 

l: 

BMJr: 

l: 

HMJr: 

X: 

HMJr: 

1: 

IIMJr: 

1 : 

IIMJr: 

r: 

IIMJr: 

l: 

llliJr: 

Bello. 

8eoretar7 J:nex. 

Hello. 

Hello, Henr7. 

Good morning. 

J:nox tallt1ng. 

Morgentbau ta1klng. 

Pebruar7 24, 1942 
9:)5 a .•. 

(Laugba) All r1gbt, Henr7. '!'bat luncheon 
tor !hurada7 1a olta7. 

And 70u 1ll co•• heret 

Yee. 

I 111 baYe a .. t out tor 70u. 

(Laughe) !bat's good. 

That 1noludee 11ng. 

Tbat doee. I know who 70u're aaklng •e tar. 
I ' • not deluded at all. 

What'• tbatf 

(Laagbe ) 

What'• that! 

I aa7 I know whJ 7ou're aeklng ••· I'• not 
deluded at all. 

166 

Now, 11aten, how aan7 tlaee haYe I aeked r ou 
and nobod7 else. 

(Laupa) I know. 

Wh&U 
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IIII.Jl'l 

II It, ...... , DHC M ..U Ida. 

JIIIJPI I'll 1-* ,_.... ..... l .. ,.. ... Iiiii· 
II AU.._, . ....,. 
JIIIJr: IIIII*,... 
1: .......... 

• 

Regraded Unclassified



LOAll TO ECUADOR 

Present: Yr. Bell 
llr. \Vhi te 
J.fra. Klotz 

February 24, 1942 
9:40 a .m. 

168 

H.U.JR: This is what I call service, Professor 
~hite . I will read it out loud. This i s from wr. ·Rhite, 
entitled, "Frantic." 

"The Draft Stabilization Agreement we want to turn 
over to Dr. Salazar as soon as possible contains the 
following major provisions: 

"1. The commitment to Ecuador is $5 million." 

Well, we have agreed on that. 

"2. The interest charge is 1 1/2 percent per annum." 

That is wha t surprised me. I thought we charged a 
half a percent above the Federal Reserve rate. 

MR. WHITE: We started that way, and then in the 
last t"o agreements we decided to make it a fixed rate 
which we could change each year if necessary. 

H.ll.JR: I thou~t it sounded better. What do you 
think? 

UR. BELL: The trouble with making it a h~ percent 
above the discount rate, all of these ?eople obJect . 
They say, "How do we know, it may be SlX percent one 
year from how." We started including just the rate. 

H.M.JR: Vlhat do you think? 
~ 
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!.IR, BELL: I think it is all right . 

H.M. JR: O.K. 

169 

•s. Repayment is required after a notice period of 
180 days and ie to be made in six equal instalments spread 
over a second period of 180 days." 

UR. WHITE: That is what the Mexicans want. 

u .~ JR: "Dr. Salazar made strong representations 
for liberalization both Qf t he notice and repayment Ferioda 
Aft er considerable discussion, it was decided that, 1f • 
you approve , a compromise might be reached under which 
Ecuador would still be required to begin repayments after 
notice of 180 days but would be allowed to repay in 12 
equal instalments spread over a period of S60 days instead 
of six payments over 180 days." 

MR. WHITE : There is e. special reason for that that 
might be weighty. This amount of five million dollars, 
if they do borrow it, is, compared with Ecuador's balance 
of payments, very large ; and, if they are called upon to 
repay, they would have an extremely difficult time to 
pay that back within six months; and since, if they are 
making payments each month, it is not a serious matter 
to wait a year instead of six months. 

!.IR. BELL: How do you think we are going to ~et by 
wi th all of these different provisions in these d1fferent 
agreements? Argentine is on a different basis. 

KR. WHITE: Argent ine has already indicated that i f 
there is going to be an agreement, she wants to re-examine 
the terms in the light of the more l iberal terms given t o 
Mexico, and I think there will be a tendency for every 
one who has got shorter terms and who is bound to learn 
about t he longer terms to try t o get the better ones. 
The only thing that can be said in respect to that is 
that in maD¥ cases longer t erms are justified on the 
baaia of repaymen~ and, where it isn't , I think we can 
make a strong case and take a posi tion that each agreement, 
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aa far •• ita teraa are oonoernea, depeuda upon the 
OOUDti'T aJII1 the oolldit10DI, 

Ill. BILL: Certai~ you haYe got to gin .lrgutlu 
equal to Mexico. 

liR. WHITE: I thlllk ao, aDd I thlllk 1f irgut1De 
came~ up •riD, thq ban nerr inteDtiOD of reopllliDg 
the aubJeo aDd gett1Dg aa good t'el"aa aa Mexioo got. 

H.JLJR: What baa Kexioo got? 

MR. mn: Six 110ntha. 

H.li.JR: But Ecuador 11 thr" hUDdtoed sirl7 a.,.. 
KR. WHI'l'E: 'l'b&t ie ah .antht. lli aontha notioe 

and ah aontha repqlNilt. 

H.K.JR: 'l!lat 1e liexloo? 

IIR. WHITE: Both IIAixioo and Ecue.dor. They are the ..... 
H.K.JR: No. Bouador, a hundred and ei~ty daft 

will be allowed to npq tweln equal p17J11nh. 

liR. 11B.I'l'E: 'lbat we are wgge~tlng for Ecuador h aD 
additional ah aontba to l'epaJ it. 

H.JLJR: Tea, that ie what I aq, 10 that we gin 
a th 110nths' notice, and then abe hat a year to p&J. 

Ill. WHI'l'E: Tea, but abe baa to N - beg~ p&Jing 
at the end of the first month, in .antblf lnatalaenta. 

H.K.JR: Oh, e.t the end of the first aontb? 

IIR. WHITE: Well, aix aontha' notice, she doean•t 
pq UI,Tthlng. Uter that abe begins eaoh 110nth to ll&kt 
a pq~~~nt. 

H.K.JR: Well, there ia aix months' notice aDd a year 
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to pq. 

lo!R, 'IlliTE: That ia right, eighteen aontha traa the 
day of notice to the final oo~letlon, it ahe meets her 
obligations. 

H.K.JR: And Mexico has twelTe months. 

WR. WHITE: That is right. 

H.II. JR: Well, in tairneui don't you think you ought 
to haTe a aost-faTored-nation c ause? 

IIR. WHITE: I don't think ao, because it seeaa to 
me that the situation differs in each oount1'7, and we can 
JUke out - Ecuador can lll&ke out a IIUch better case than 
Yexico could on the basis of thet. 

H.II. JR: Would Kexico agree to that , that Ecuador 
has a better case? I like to be a one-price house. 

MR WHITE: I t hink it ie going to be difficult it 
we take that position all the way around. China, for 
example, has an entirely different price. I think we had 
better maintain flexibility. The anawer is that Ecuador 
1a not entitled to tin million dollan on the basis of 
her eetup. 

I.!R. BEU.: The;y upped ua a couple of million, didn't 
they? 

IIR, WHITE: Yes. In other words, Ecuador is gettiug 
more than her economf would juetit.y. 

MR. BEll: I am wondering it we could stick to the 
foi'IJI that we started out with, say with Kexico, and then 
prollll.se a renewal ln the Ecuadorian situation. 

!.!R. WHITE: We could. 
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liR. WI'l'l1 tu, Wa 1101'1llq. ftq 1114 to ~ 
off ••• oopl11. 

it? 
B.II.JR: J.ll rlpt. 'ftl&t 11 fut •nch, la't 

KR. BELL: o. I. 
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HMJr: 

Operator : 

HHJr : 

Ar chibald 
MacLeUh: 

HHJr: 

M: 

Hl!J r : 

M: 

HMJr: 

!!: 

f!MJr : 

M: 

HMJr: 

H: 

Rl!Jr: 

M: 

HMJr : 

M: 

HNJr: 

Hello. 

Mr. MacLe1ah. 

Hello. 

Hello, Henry. 

How are you? 

Fine, Henry. 

February 2~, 19~2 
10:29 a.ll. 

18? 

Arcble, you aee11 t o like to take on equabblea .. ... 

(Laughs) 

..••. and do very well on t hem- eapeclally 
veraua Jesse Jonea . 

(Laughs) 

And I don't know whether you aaw in today' a paper 
tbat the Department ot Commerce got out a weekly 
bulletin more or leal leading up to - that all 
t he Government should have paid advertising. 

No , I didn't eee that. 

Wel l, it'• in their weekly bulletin and it voa 
in the New York Ti11ea today. Wel l , ot course, 
that blta ua particularly bar d ••. • . 

Oh, well, it bl t a a lo t or people. 

• • ... and I wondered it you wouldn't kind or 
look into lt, becauaa you people oan move a a 
a oollllD1 ttee. 

I will, indeed. 

And don't torget that Jeaee owne a newspaper. 

(Laughs ) All right, Henry. 

libat? 
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a.n•on 
Puroell : 

101Jr1 

P: 

llltJr: 

P: 

IDIJr: 

P: 

RKJr: 

PI 

HX&Jr: 

P: 

HIIJr: 

P: 

HIIJr: 

PI 

RIIJr : 

P: 

Belle. 

Yee. 

Good Mrnlq, llr. Seoretal')'. 

Good •m1ns, PIIJ'oell. 

I bad a talk wUh Bopltlne till• aorn1Q&. 

Ob, Jel. 

llr1etl7 etaUd, he hOOCfth .. prett7 olM1'17 
tbat the Job wUh Loon would be a per&a~~ent 
ene. 

Yeah. 

189 

Be alao raoognisae tbat the Prea1dent would not 
al'dar Pike ta lea•• the o...lee1on • ••.• 

Yeah. 

••••• and, howe•er, ha thlnke 1t1 a an 1aportant 
Jab and ba left ae b7 M71DC tbat he would 
apeak to the Pr .. 1dent abou10 1t. I teld hla 
tba10 I'd appreo1ato &n7 opoed bo oould aake 
on tbat beoauao 7111 wore quite anx1oua ta ban 
tho aa1itor 1ett1oc1 • •••• 

• •••• and to gat PUo' a aen1oee •• eoon ae JOU 

oould. 

Yeah. 

Bo 1n41oated that bo would; but I teol, under 
tho o1rouaatanooe, e1noe be "1d bo wae ge1Q& 
ta epeak to the Pre•1dont about 1t, I'll prett7 
well baYe to walt unt11 I bear troa hla. 

!bat'• r1ght. 

But 1n the aeant1ae, I '11 get thine• all 1rene4 
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HJIJr: 

PI 

HJIJr: 

P: 

I!ICJr: 

P; 
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out oo Ulat •• 0011 put tbo UIJ.q tbl'oucb 
at a ... ont'o no'loo. 

Oka7. 

All rl&bt, air. 

!bank TOll. 

I'll let 1011 know ao ooon ao I boar. 

Ploaoo. 

All rl&bt, air. Goo4-'bJo. 

190 
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Eugene 
&loan: 

RMJr : 

S: 

RMJr: 

S: 

RMJr: 

S: 

RMJr: 

8: 

I!MJr: 

9: 

I!MJr: 

8: 

RMJr : 

9: 

l!IIJr: 

S: 

I!MJr: 

Yea, a1r. 

Pebr uar7 24 , 1942 
11:18 a . a . 

Look, O.ne, theae 11\tle thing• vhlch take eo 
tal'l'1t1oall7 long to aettle - I aenn - get ar 
coat. Rollo. 

Yea, air. 

lfow, oan' t - I don' t - I' a not goln.g to wa.1 t 
unt1l llarold Gra•e• get a back, and 1 t len' t 
a -Jor thing about taklng on Olln Dove. 

Yoa, air. 

Rella. 

Yea, a1r. 

I don1t know aDJthln,g about an agreeaent, but 
Kra. Morgenthau tell a •• abe Juat doean ' t knov 
where the aatter etanda. Now I want Olln Dove 
takan on. : 

All 1'1pt, alr . 

Aa Ooaaul ~nt. 

All . r1pt, elr. 

So that he OAD go \o work. 

All r1&ht, elr. 

I 1 d Uke JOU to do H t odaJ. 

All rleht. I'll get on 1t rlght av&J. 

Wow, ba'• ooa1ng 1n at two. 

Yoa, a1r. 
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I 4on't tnow- I aean, be len't a .. n that want• 
a lot ot aon17 or anrthlng, J OU eee. You can 
take bla on a ~r41u baell or eoaethlng llka 

a 
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8: 

HliJr : 

81 

HliJr : 

8: 

HliJr: 

S: 

HliJr: 

S: 

HliJr: 

S: 

HliJr: 

8: 

HMJr: 

8: 

HMJr: 

192 
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that . I don't know. 

Yea. 

But I 1 d lUte to take hi• on. We need hill I 
ftllt h1•, I worked with hi• before, and b~ • a 
.n exoept1onall7 able tallow. 

Xaa, I know. 

" ow, will 7ou take oare or itt 

Yea, air. I'll get on it r1gbt awa7. 

!he .an' a in town. Ma7be JOU- wbU I'd l Ue 
to hAYO it done ie before tb17 •••t at two 
o 1 olook. 

All ript. I ' ll tr7 to get 1n touch with b111 
r1pt awa7. 

It JOU would. And le t •• - wbate•er JOU do 
tell Lieutenant Stephana and then be can tell 

••• 
All right , e1r. 

And it1 a ontirel7 agreeable to 70u that we put 
Buttiqton on •• -r 110 • . on tba t. 

Ob, antirelJ, air. I ' ll be •er7 glad; beeauee 
I'd lU• t o ba•e JOU baYI tho i n!ol'll&t1on 41reot 
an4 then J OU can tell ua what JOU want. 

Wall , then I tb1nk it would be helpful t o 7ou. 

eo do I. I think it would be urr helotul, 
and I'• working vi tb George and rer41e right 
now,in .ak1ng up a l 1at and tbe procedure and 
wbat be want• to do to find out ••..• 

You're working with the11 nov. 

Yea, air. 

Wall, olean up tbU Olin Dove tb1ng if you can 
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S: 

8!4Jr: 

6: 

H>!Jr : 

S: 
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betere two. 

I'll 'rJ to do 1t r lgbt awor. 

And 1t not - he'll be •••r hero a t t wo - 70u 
•1Cht e•en drop oYer and t1x 1t then. 

All r11ht, el r . 

It 7011 would. 

I wll l. I'll ge t on 1t r1gb t awo7. 

8!4Jr : !bank 7ou. 

S: Xoo, o1r. 
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JD&Jr: 

81 

BKJr: 

B: 

BKJr: 

Bl 

BKJr: 

B: 

ID!Jl" I 

81 

ID!Jr: 

8: 

- 2-

,... 'llell4 .uttet a 11tUe ••••• 

~.-. 

1.96 

••••• at lMet \Mpora:rUJ until 1 t c•h 4ewn 
w a l.,el. 

leU, ~D't JOII t.l11nk ••••• 

!be - -., v1UI the banka anct ••••• 

lell, 4o JOU w.nt to bear about 1t t 

!Mb. 

lrell., ~·u be 111 Ulera at abal"p twel••· 

AU Plcht. 

tea'r• rea4.J' 

teab, Nd7 r1pt nov. 

!be7'U be 1n at tvelTa. 

AU r1pt. 
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104Jr: 

George 
Raaa: 

HI!Jr: 

8: 

HMJr: 

8: 

HI!Jr: 

H: 

RMJr: 

H: 

HMJr: 

R: 

HMJr: 

8: 

!04Jr : 

R: 

Februar1 24, 1942 
2:50 p.a. 

llba\ progre .. are 10u aaltlrtg on ooet ot 
l1Ying' 

Well , we're working on that toda1• 

You are? 

Yea, air. 

1.97 

Oood. Are 10u oontaot1na the •arloua agenolea' 

Yea. I talked to Gilbert, JOU know, tollow1na 
up 10ur auggeatlon. 

Yeah. 

And be wae thinking about the ... , thing I n a, 
10u know, tba t 81.8 atudJ. 

Yeah. 

It waa the eame thing. 

Yeah. 

But the1 ba•• aoaebod7 o•er there working on 
it, and •1 aen are going to work with thea 
an4 Dacgett and Wagner are goinf out to Chicago, 
and at three o'clock - in ten • nutea - I'a 
aaeting with 1.-ra, Roebuck and Monta9•er1 Ward 
on th1a. 

And are 70u tincUng out what the Department ot 
Agriculture 1e doing' 

lo. I'•e got a report troa thea, but I ba•en't 
ohaoked 1t up :ret. 

All right, because I think 70u'll t1nd they do 
a • er:r good Job. 

I aee. I'll run that down myael!, pereonally. 
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WU1 7011 4D Ula" 
t .. • a1r. You bet. 

tllallk 70110 Georce. 

eGotl-bJe, 

198 
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hell. Let me juet get this "trom you, one ot you. It 
you had to write the ticket on the bank thing how would 
you do it. • 

MR. BLOUGH: I don't know it I quite get your ques­
tion. 

B.Y.JR: Well, on this question ot taxing. I mean, 
allowing them what they can deduct tor expenses an.d what 
they can't. 

MR. BLOU(JI: llr. Secretary, troa the tax point ot 
Tiew, without regard to &Ill ccudtaenta that you ~~q han 
bean considered to haTe aade, I oertainlr would aake the 
olwlge . Now, whether TOU teel that ;rou hue put youraelt 
in the position that you C&Jt' t 1a quite another utter, 
but so tar as the tax polic7 is concerned, I think it is 
entirely sound to Qake the change that is euggested. 

H. ll.JR: Do you agree with him? 

IIR. 'l'.A.RLEAU: I thoroughly agree with him. 

H. ll.JR: Well, what did I aq that ll&kea it - what 
did 1--

J.IR, BLOUGH: I don' t think JOU said anJthing, lfr. 
Secretary. 

H. ll.JR: I don't either. 

IIR. BLOUGH: You said that JOU didn't want to tax 
that income by indirection when JOU couldn't do it 
directlT and our position is that JOU are not taxing it 
indirecti, because 1ou are not taxing it at all. The 
auggeation ie merelT to reaon an Ut!lption which has 
heretofore - a deduction which has heretofore been allowed 
against taxable income . There 1a no attempt being ude 
here to tax tax-exempt income, but \O simply remOTe a 
deduction which has been allowed against taxable incaae 
which was not deserved. · 

llR. 'l'.A.RLEAU: Certainly. What you slid was, we 
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has been taken out ot thi1. Thia ia as 7ou auggeated. 
In other worda, we ban built up a new rate aoale. 

H.M. JR: Personal examption? 

MR. BLOUGH: Do 1ou reaember-­

H.K. JR: Oh, 1••· 
MR. BLOOGH: .•• lowering it. AI this stands now, 

the peraonal exemptions are not reduced. We have redrawn 
the rate scale to raise three billion dollara without 
lowering personal exemptions It is a ney high rate •cal•. 'but--

H.~JR: Bow, let ' s look at i t. What ia this, in­
creased surtax rates? Exhibits 1, B, an4 c. 

KR. BLOUGH: Exhibit A gives 70u the effective rate. 
The red line is the proposed effective rate. The other 
lines are recent tax rates at various levels under various 
l&wa. 

1U• 

H.ll. JR: The red line shows where abe would go. 

liR. BLOUGH: The red line shows where it would go, 

H.~JR: Well, it gina quite a swoop up to higher 
levela, doesn't it? 

KR. BLOUGH: Tee, that ia true. In fact, the idea 
was to go to a II&XiJma of ninet7 percent at the top. 
This is prett, tough. It will be at tha bottoa also. 

H.K.JR: Doea it show how tough it is? 

KR. BLOUGH: Well , 1 shows &I much aa B, but B gives 
70u the comparative - 1 is the chart. 

H.K. JR: And B are the figures? 

Jm. BLOOGH: B, now, are the figures on which - theee 
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are the bracket rates themselves. Bow, heretotore-­

H.K.JR: On ten thousand dollare--

206 

MR. BLOOGH: Well, lfr. Secretary, I would suggest, 
it you are looking at the amount of tax which a ten­
thousand-dollar man would get, that you go on to the 
next exhibit. 

H. loi. JR: C? 

MR. BLOOGH: Yea, that ia C, 111rried person an.d no 
depe.ndenta. How you can look at your ten thousand dollars 
there. 

H.K. JR: Wbf must I look at the other one? 

~. BLOUGH: Well, the other one has the bracket 
rates. It is perfectly all right to look at them, but 
the figures given there do not give you the total tax 
for a man with this much inooae. 

H.loi.JR: Present law, thirteen hundred and five. 

MR. BLOOGH: That 1a right. 

H.K. JR: Proposed, twenty-three hundred eighty-eight. 

KR. BLOOGH: That is right. 

H.loi.JR: Increase in tax, a thousand eighty- three. 
What does that thir teen point one aean? 

KR. BLOUGH: That is the--

H.K.JR: Effective rate. And the new rate is twenty-
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B.J.I.JR: I think the prt~ant lt.w 1a pretty atitf 
.. it h . 

KR. BLOUGH: lee, indeed, air, Tbie ia not a 
pink tea. · 

H.K.JR: Well, OD fifteen thouell!d rq aalt.rf it 
goee fr1111 eighteen to thirq, ' ' 

KR. BLOUGH: That ia right, affectiTe rata, 

B.K.JR: It is up twelTe percent. 

KR. BLOUGH: Which ia a bout two thil'de, 

B.K.JR: ()la third, 

KR. T.f.RLEAU: No, two thirda increaae. 

H.K.JR: But the proposal ia thirty-five percent, 
It ia right in there, it takea the biggest jumps, isn' t 
it? 

KR. BLOUGH: In tei'IU of parcantagu yea because 
whan you get above a hundred thousand doliare the thing 
begine to narrow down, because otherwise it would go out--

B.K. JR: And 70u are reall:r going up to nineq percent, 
What bappana to us poor dnila that lin in N .. York State? 

KR. BLOUGH: Well, you will han about nineq-one or 
nineq-two. 

H.J.I. JR: or course, I am not in that bracket, but-­

J.IR. BLOUGH: Well, the state tax ia allowed ae a 
deduction in computing your Faderal tax, aven though 
they d011 • t allow your Federal tax to be deducted frCIII 
the atate tax. The atate tax ia allowed--

H.J.I.JR: That 11 what Leblllall called me up about 
yaaterday. He beard that we weren' t going to allow -
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I don't whether anything baa been done. 

H.K.JR: That ia the moat r eoent . 

lo!R . BLOUGH: Now, that malcea a percent or ao 
difference, maybe two percent. 

B.Y. JR: Well, that doesn't frighten me, 

210 

KR. TARLE.I.U: No, it ia either tbia bill or one 
aix months from now. 

KR. BLOUGH: f think the place where the rub ia 
going to come worst would be down around three thousand 
and two thousand. It doesn ' t frighten me down there 
either, but the proportion of the increase is quite 
heav.y at that level. 

H.M. JR: I haven't looked at this . I didn't want 
to look at it before. I didn't want to be influenced. 

KR. BLOUGH: The two thousand dollar man goes from 
forty-two dollars to sixty-four dollars . 

B.ll.JR: What do you tbi.nk about giving out some of 
tbia publicity about Donald Duck ~ying five hundred 
forty-nine dollars fifty cents in England against thirteen 
dollars in this country. 

KR. 'URLEAU: I think it would be a good idea. 

KR. BLOUGH: It isn' t an entirely comparable situation 
becauee Donald Duck pays soae other taxes here that he 
wouldn't p&J in England, 

MR. T!RLEAU: There ia no comparison, and those. are 
the people who are going to be affected by the new blll . 

llR. BLOUGH : That is right. 

KR. T!RLEAU: They are the ones who ought to be 
educated aa to what is happening in these countries . I 
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MR. BLOUGH: Yea . 

H.K. JR: Not to exceed ten percent of ealar1 and 
80 for th. Now, I understand that. But ie that going 
to be a eliding eoale? 

KR. T.t.RLEAU: No, what we did e&T wae that TOU 
didn ' t haTe to hold it at ten percent, but fOU could 
fix it anfWhere from one to ten percent, but not to 
exceed ten percent. 

H.W. JR: That is all right. How auch does that 
produce, about a billion and a halt? 

llR. BLOUGH: That won ' t produce &nTthing, but it 
will be adTance collections in ' 42. 

H.U. JR: Well, I think that that ie all ri~ht . 
I haTe bad that one before. Now, we go - what 18 the 
next one? 

KR. BLOUGH: Corporation taxes. 

H.W. JR: Well, l et's akif that becauae we have 
been on that eo 1111ch, &Jid let a do the estate and gilt 
taxes, which I bann' t done. What? 

KR. BLOUGH: .Ul right. 

H.W.JR: We han talked about the other eo much, 
haTen't we? Wbat I want to tr7 to do ia to get oYer 
eTerrtbing once and then go back on it if neoesaa~. 

KR. BLOUGH: Yea . We are getting near the end. 
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H.W. JR: Am I looking at it? 

YR. BLOUGH: It is the next one there, "F" will 
give you the effective rates instead of the bracket 
ratea. 

H.K.JR: ire fOU cutting it down frCill fort," to 
hn? 

J.IR. T!RLE!U: Yibat we plan t o do, now you have 
forty specific exemptions and forty thousand for life 
insurance, which is eighty you can get all together. 

Well, we are cutting out the life insurance 
entire11. We are combining the two into one flat exempt­
ion of sixty without anf particular treatment for life 
insurance. Waan•t that the way you have it eet up? 

MR. BLOUGH: Yes . llr. Stem eeaed to be willing 
to go along with that. I ahould like to have seen it 
even lower. 

H.Y.JR: You mean the firat aixt1 thouaand--

MR. URLEAU: 'fill be exempt. 

H. I.I. JR: That7our eatate leavea? 
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only giTe fiYe thousand, 

H.K. JR: But as of last year he could also, 

liR. TARLI!AU: Yea . 

H.Y.JR: lou people think this is fair? 

liR. TARLEJ.U: Yea . It 1s all a question of agreeing 
whether it ought to be fiYe thousand or six thousand or 
four thousand, but I think it ia approxtaately fair 
don't rou? , 

)(R, BLOUGH: As I understand1 the choice of then 
epecificationa waa partly determined by getting an 
agruaent with Kr. St8111 which he would he willing 
to support. 

H.JI. JR: And supposing JOU gan - under this 
suggestion you could giYe five thousand a year for 
six years? 

liR. BLOUGH: No, you could give five thousand 
a year for as many years as you liTe . In addition 
to that, you get a thirty thousand dollar exemption 
which you can gin as you go along. In other words, 
suppoee the first year you gaYe--

liR. TARLUU: Thlrt]'-fin thousand dollars away. 
You would pay no tax. the next year if you gne fin 
thousand dollar& away you would pay no tax and so on. 

liR. 'PLOUGH: But if ,.ou paid ten thousand in the 
tecond year after huing btatowed the whole thirty 
thousand the first year you would pay on five. 

B.M.JR: I see. 
MR. TARLEJ.U: That ia right . Thirty tboua:nd 

you uae up once. The five thousand you can ge 
every year. 

-.:r 
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B.K • .JRs ~ hun•t 'btft onro it tlthtro )'8t? 

IIR. BIDUGia Be baa looked at it 111d exaal.ntd 1t 
llld ha1 rahad no o'bjeotiona to it, but I wouldn't ••1 that thtae are hla oholoe. 

R.K.JRa Bat thia ia the ooa.ittee'a choice~ 

D. BIDUGBt !11, roughl7 in the orodn in 11hich 
th•T proeferoed thea. . ' 

B.K.lRt Leued nne. Art newapapera exaptea 
troa thatf 

D.BLOOGBt !11. 

B.K.JR: fhtr roaiatd that queation. The tax on 
tbt 'rille h not 'bad, Ko.t of it h Ulldtro fouroteen 
per'Oellt Ul1ft7• 

JIR, BLOUGia The groeat 'bulk of the teble winea arot. 

B.K.~a !'bout eleTtn oro twelTe perocent. Sparokling 
nnea, illl t that kind of lo., 

JilL' BIDOOJI: W.ll, aeTIII ct11ta pero halt ·pint. That 
ia about apir'ita roate. 

B.LJRa I •••· 

D. BtDUGBt Couideroing the alcohol ud all. You 
tte, that it in--

B.K • .JRa "'cnr, ncnr, nothiJ18 on caro'bonattd droinklf 

IIR. BtDUGRt Ro, theroe ia none. 

R.K.JRI Oh, 'but proopoatdf 

IIR. BLOUG1h Oh 1" • 

B.)(.JRa !hat h mom aa the Bell tax. 
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JR. BtOUGB1 !hat 1t the Bell taz. 

B.K.JR1 .lf JOU get that 7011 are gooa. 

liR. BI.OUGB1 We found thtt out. 

B.K. JR1 Chn1Dg gua, cigar•· amoldug tobacco, 
oigarettee. o .~ .• gent •• 

liR. T.lRLE.lU1 J. cent a bottle. Thtt h the taz. 

liR. BIDUGB1 !bit JtU thtf will tab a cent a 
bottle wbare l~at rear tbar wouldn't. 

B.K.JR: 'tell, we w1ll atart 1n again ta.orrow 
at ten. "et .. juat han one Kuhn oo• in bare a 
ai.nutt. 

' 
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HMJr : 

T: 

HMJr : 

T: 

HMJr: 

T: 

- ?. -

I ea. 

lo lf tile PJ' .. ldant waa wall •nOUCII to ••• 
•• !bured&J • ••• • 

Ieah. 

•· • •.• 1 t would help •• a lot. 

226 

All r1pt, f1ne . Let •• a alr. h1• 1t he t.h1nka 
he oan do U b7 '1'bw-ada7, and I '11 call J OU 
baok, a1r. 

!baak JOU . 

a1pt, .... 11a oretar, . 
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TREASURY DEfARTMENT 

Wash ington 

FOR IMMEDIAT E RELEASE, 
Tuesday, February 24, 1942. 

228 

?reaa Service 
No. 30-46 

The Secretary or the Treasury today announced the final sub­

scrip t ion and allotment figures with respect to the current 

orrering or 2-1/4 per cent Treasury Bonde or 1952-55. Subscrip­

tions for $5, 000 or lese where t he aubecribere specified that 

del i very be made in registered bonds 90 daya arter t he issue date 

were allotted i n f ull and amounted to Sl}, S5S,700. 

Subscriptions and all otments ware divided among the several 

Federal Reserve Districts and the Treasury as f ollows: 

Federal Reserve 
Di stri c t 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louie 
Minneapol 18 
Kansas City 
Dallas 
San Francisco 
Tr easury 

TOTAL 

Total Subscrip­
't1one Rece~ved 

i 421,663, 350 
2, 132,610, 450 

306,370, 700 
312,431,500 
205, 568,150 
178, 212,050 
499. 427.950 
130, 102,400 

68,152, 600 
87,9!7,050 

101,830,600 
251,120,!50 

1. 220. 900 

- 0 0 0 -

Total Subscrip­
tions Allotted 

• 135,224,800 
684,191,300 
98,824,4oo 

100,284,750 
66,374,400 
57,424, 700 

161,412,650 
112, 910,250 
22,677,800 
29 ,lo6,1150 
32, 855.300 
80,655, ! 00 

391.600 
n. st2,334,2oo 
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THE 8&CftCTAIItY 011' THE TREASURY 

To: lira. Fr anklin D. Roosnelt 

From: Heney )(orgenth.au, Jr. 

I am r e tuJonlng herewith tiM 
letter addressed to ;you bT llr1. 
llar;r Bart on, whioh t he Preaident 
sent to ae for reeding. 

\ 
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:.:r . 81' 11: 

Wr s . Uary Barton , 603 
Gobban Cour~ . S . E., Cedar Rapids , 
io.,..l\ , wrote to Mrs . Rool'evelt under 
date '>f Janur>.ry 31. 19112 . She 
e::c lo~ed a newsoaoer cliooin~ •ohich 
r~~orted a oossib le 15~ o~y rol l 
t~x on splaries above $1 ,000 ner 
nnnum ~nrt one renortin~ suggested 
compu l£o ry pa.rt payment of saltnies 
And wa~es in defense bonds and 
l i~her taxes . Mrs. B~ rton is the 
~other of 3 boys and 2 gi r ls, and 
ter husband ' s salaryis $l , l7b a 
yl'ar . ~he detai ls he r expenses , 
a•_l'l•:n~inu t o $1, 11 11 . 23 . which do 
r.o t Inc lude medical care, r ec reation 
or luxuries of any ki nd . ~he is 
?" A~erican , obviously wel l -educated 
~no very oatriot ic, but ~noeals t o 
.rs . Roosevelt t o ~et tte President 
~o helo famil ies 11ke their ' s befor e 
it is too late . She feels tr.at tnr 
rres ident does not really know what 
the:; are up against as he has never 
PXPerienced any t hinR like it . Her 
Rooea l is a~Ri nst withholdinK taxes , 
fo rced bond buyin~ and added taxes 
on low salar ies , an<i for some ac t ion 
against rl s in~ or ices . 

I' 
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February 19, 1942. 

:JEI!ORANDUK FOR 

THE SECRETARY OF THE TREASURY 

I think you should read 

the enclosed. 

F. D. R. 

• 

I 
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with you but you have won my admirat ion and respect as a 
person . You are always a lady and with so many irritations 
today t hat is a real record ! 

Thank you sincerely for your time. Best wishes from 
one American to another. 

Sincerely, 

(Signed) Krs. Wary Barton 
b03 Cobban Court , S. E. 
Cedar Rapids, Iowa. 
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Tbo Boord ehell bol4 on OMIIIIl Mot1118 clurllll tho """th ot 

Jon®l')' In oocb )'onr, ot 11hlcb otrloere will 'M olootocl. A441tloacl 

llloottnso ot tho Boord will 'M hol4 trcoo tlllll to tlllll ot the call ot tho 

J!xaCUtlve Co-lttoe for the pur))Oio Of COillldertna reporto oncl troDII(ICttna 

othor bualneee. 

Toroa ot Ottloo: 

Tbe ottlcere lhcll eer ... t or ooe )'eer 'but there te oo llllltetlon 

on the 1lllllbor or oucceooh'e teru "117 otrleer rii/J)' eern. 
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Februa17 24, 1942 

Eugene Sloan 
Seoretary Vorgenthau 

Pl eaae write a letter for .. congratulating 
Diok Patterson and his organization on the two-page 
ad in t odq' s !lew York 'f!.la. I am delighted with 
it. 
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Dally chanae• 1n t he stock o~ Series E eav1ne;e bonds on band !/ 

( I n t hou.sands ot p1eoea) 

: Number ot : Number o~ p ieces Btook on hand : IBR 
: pieoes sold 1 manufactured at oloee or : del1ver1ee 

this d I this da d th s d 

Feb. 10 193 705 17.712 2,000 

ll 159 695 lg,2~ 

12 220 • 61!o liS, 66g 

13 144 370 l8,ti9~ 

1~ ti7 none-closed lti ,IS07 

15 non&-oloeed none-closed lti , 807 

16 363 535 18,979 2 . 500 

17 ti9 800 19, 690 1. 000 

18 218 800 20, 272 1 , 000 

19 l6o 800 20, 912 1 , 000 

20 193 800 21, 519 : 1,000 

21 200 non&-closed 21, }19 

22 none-oloeed none-closed 21, 319 

23 2111- 800 21, 905 

y Includes stoc.l< 1n b.anda ot (l) Fedsral Reserve Banb and branches, (2) Poet 
ottices, (3) Federal Reserve Bank 1eau1ng agents, and (lj.) Treaaur;r nnlte 
1n Vaehlngton. 
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Pebi'U&J7 U, ltd 
)(r. Swope 

Secretary Korgenthau 

OYer the week-end I had aeTeral oontacta with 
Clit Kaok about our placing all ot the order• tor 
Ruasia under Lend-Leaae! and getting thea deliTered 
before the first ot ipr 1. !here atill remaina a lot 
to be done, and I would appreciate it 1! ;you would 
aore or le•• concentrate ;your ettorta on thia aubjeot 
until n teal that we will be able to delher thil 
good• before ipril lat. I would like ;you to keep • 
intorMd at treqllllnt intenall. 
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J'llD48 of J'ore1p Oonrnaente aD4 Cenu..l Baaka 
• •Ub the r.a.ral R .. el"Ye Bank of • ., York 

,. 

1,19' 1,9~ 

1,126 2,005 

1,1&8 2,019 

1,129 2,~ 

152 2,1~ 

752 2,215 

6M 2,:5115 

(llU.Uon Do1lan) 

Sol1ee HaUonal Bank 

ter• 
InTeat-

61 

114 

'1 
,~ 

1~1 

217 

21, 

199 

175 

110 

" 
26 

Ear- tere 
aarked InT .. t-

220 52 
24o '1 
261 29 . 

301 15 

'fie) 50 

205 

206 

201 

191 

81 

~ 

19 

E1t.r- tere 
la&J'Q4 lnnet-

'08 Gold •• ,. 

1~ 

70 

10 

10 

95 

" 120 

10 

12 
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BRlTISH EMBASSY 
WASHINGTON, D.C. 

?ebruary 24th , 1942. 

Personal end Secret . 

Dear Yr. secretary, 

I enclo~e neroin ror your 

your personal and secret int'Ol'Dll tion 

a copy or the latest report received 

from London on the military e1 tuet1on. 

del1eve me , 

The Honourable 

Henry llorgentheu, J r,, 

United Stat es rreasury , 

·va shtn~on , D. C. 

Dear iAr . Secretary) 

'fery sincerely yours , 

~ 

Regraded Unclassified



Cosv ... ~ 
BRITLSH ltalf SIII:II!T 279 . 

(u.s. SIIICRIT) 

QmJ, lip,. 64 

2. IIlJWX 

.LIIll· ~ s- .. thit.T b7 pab'<W. 

mill• 211t. CUr torot1 witb!rew to the SrnAl(l RIVZR, the wit> 

drs. ... l. ,... oot be&Til7 rreaeed. 

' • AIR qnaumm 
gsmut mo:a. 2lat/22Dd. )2 toni or h1ch axploa1 .... wen 4r<>I'Pod, 

on objeotlvoa in the Rlnlt and 22 tona on aerodrOMe in tQ'R.U . Eight¥ R.A.A.r . 

bc:aboH took port in t.h<o ~·· oporaUono &lid l.ollt one a.lrcratt, 22nol, R«>co­

l:aio...,. .. ~ co.n1.od ""t ot DBl, !lllBSIJClH.I.VU an4 ~ llu'bollro, 22rA/ 

..!Jrd. 66 boaber• ••:re: am wt. niUIW&SHAVEH so, Dll811 7, a>UM> ~. S• • e•n1rc 

? 
1 

X.t.n.W PARIS 2. All ret\ll"Md aatel,y. Clo\15 pNtYented obf.orvatlon. 

.wllfo\• 21ot, ~ a.lrcrot't ohowo<l inorooaod oot1Yit7 with bett<\ 

..,..u.:z.. ~ a t.:t.eob4 '!'a8ADE1 C:UAIA, O.AllJI1t ard IICR<Mi1 bat oaiH4 OGl.J" el.4ht: 

-te.uso. OM wu destro)"'4. 
JW.ti• :Uot/22nol &lid 22nol, A toW ot 109 aircrot't attaok..S !f.L 

PAR, ~ t.dld' rc• -.n ..,.1oua17 ~.S ant~ aretor•...,. We on tbe 

.~. &lid oJ.eo T.IIALI an4 LUQI.. t!I:<H or - &1Jwatt _. 4Ntro7'1d on tho 

grO'IlD! a.nd other• ftH 4aa.apd. lllrr1oano• deetro,.cl one enu;r airorat't1 protabl¥ 

4ettro)'l4 a hOCDil and t11Jw otbere YfH h1 t . ODe ot our aJ.roratt 1a at.••inc• 

li!I!M· lillr1cC tho 21ot """ 221>11 - all'crd't ~ - l&Dd 
r..-, boabed """ ~ - - in tho allJJI, uD.II10""" siJ'WG 
oreu, Cillo ot thooo attaoko 1Jm>].Ye4 ....-r a....UObla aircrot't, o111oh Up\ "'' • 

oonti~Nou attack tor MYer&l boure on a o.ol~ ot oftf' 500 •ebicl ... Two Bl~ 
.,.,.. obot down durill6 ottaok on ,.,_ pooitinDI. nve or our tl&bton in~ 
• r- or 6) - all'cntt, doot.roJirll - """ probeblT dootro7inc two .en 
w1 thout lolo, Regraded Unclassified
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Free French Navy 

The Free French submarine , Surcouf , is overdue 
at the Panama Canal . A u.s. transport reported that 
on the night of Febr uary 18, ehe accidentally rammed 
and sank a craft believed to be a submarine in the 
Canal Zone . (The Surcouf was the largee t submarine 
in the world, being over 2 , 000 tons in aize . ) 

(U .K. Operations Report , February 21, 1942) 

281 
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Arg~ntin! 

A counsellor or the Argentine Eabftaay 1n 8w1t~erland 
m8de the following comment on the Argentine Ambaaeador to 
Gerruany: "As you already know 'El Viojo' (the old man) 
haa lett Berlin. We alutll see whether he e1nka or awima 
after rendering an aocount or h1a mieeion 1n Geraany to 
the authorltlee. It there 11 at1ll Any justice, they wlll 
have to 'torpedo' him beoauae, ea everyone 1a eaying 
'Argentine had no Ambassador, but Germany had two, one 
1n Buenos A1ree and tbe other 1n Berlin. •• 

(U.E. Censorship Intercept, February 18, 1942) 
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•b. It ia bad propaganda to apeak of a long war 
ud our fiual fictory to the peoples of the occupied 
OOUiltriea. '1'h17 want a short war and a quick victory. 
!hey are at the moment both depressed and critical of 
ua. 'l'herefore, we .ust show thea: 

•1. 'l'hat we are tully aware of the facts and are 
facing tha. 

•2. 'l'hat we are s~eding up plans for intensified 
action against Germany. 

•a. That, as winter draws to a close1 the in­
doadta~le spirit of 1940 ia surging oack into 
our veus. 

•c. All of Europe thinks that in spite of Russia's 
aohiev•ents duri~ the winter, in the sprill8 Germ.au,y will 
launch a very form1dable offensive. We need a note of 
urgency in our propaganda and a note of new vigor. We 
shOuld put less emphasis on those who are collaborating 
with the enemy and should give more indications that 
iellaborating with us is more worthwhile. We IIIUst give 
lmrope a clear indication that we are speedily preparing 
ourselves for the greatest struggle of the war. 

•d. Do not exaggerate ~he dec~ine in German m~rale. 
According to recent reports 1t has aprond. )lake 1t 
cleer that we are now going all out for victory and do 
not give the iapression that we expect others to do the 
work for us.• 

Sincerely, 

William ~n!n~an 
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It baa b41en leornocl t'!'oa a 110at .. cret aourca tbat aa 

February 24, i942, A. DOBOS, the Attache at the rronch Le­

aat1o 1n caracas, Vene~elo, ucla the tollowtn& stateMnt 

o hia Gonrmoent regarc!J.n& the aeriouo arteot or .,._rina 

action 1n the C.r1bb41an on Venezua1o'a aconoal.c pos1t1on:-

•Now tbat German suburin .. ba'fl b41an dnldnc oU­

tonkars and cargo vessels in the Cari bbean Sea alona the 

lhoras or Venezuela, and bombing oil r etinetiea 1n Aruba, 

Curacao and Trinidad , tho people ore alarmed . Beadings 

1n the papers read 'The War roaches uo•, •the Blockade or 

Venezuela', 10ne Venezuelan ship aunk', etc ••• .. 

QuJ.te apart tree anxJ.et)" causae! by the tact tbat 

Vene&uela nms tba ri1k., tor t.he tl&e beinl at least , or 

b411nc unable to export her aain product - crude oil - and 

or no looser be inc able to recei'fl 1oocl1 wbJ.cb she needs, 

the State revenue is sravely arrectecl, Iince it depends 

aa1nly oo the dues from petrol, an4 on ou.toaa duties oD 

imports • 

••••. About 100 tankers a re laid to be held up at 

Knr~caibo, Aruba, and Curacao ••••. Ir no oil is exported 

the Btute revenue will lose about 3,0,000 bolivars per day 

••••• The tankers wb1eb haYe been aunk represented a capa­

city ot 60,000 barrels a day. Such a rc the 

by •cocpetent• persons and published in the local press •.••• 

•Threatened as the country ia, by lack or s torage 

tacillties, the oil industry aay have to reduce its pro­

duction , or even tace a co~plctc stoppage. All shipping 

i a at a standstill, includind coostal shipp~g; the export 

ot coffee and cacao has ceased, and there are no more im­

ports by parcel post. 

Of the JOO million bolivars worth ot goods , represent­

in& about ,00,000 tons, which Venczuol4 imported by sea 

ovary year, how much will abo be able to receive now? 

Fortunately !or Venesuol4, tho Unitocl States and Great 

BriteJ.n a r e Yitally interested (because or aupplies tor 

their nanl. and air servicea) in aaeina tlllt the country'• 

crude oil roaches the rerincrica, Wbich are 1n close pro~ 

it)' to its shore and in tho poaaoaa1on or Bnalancl end 
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Ohder-Secretazy of Stnte for U.S.&. , Kr . Su-ner Wel1a, 

j\llt announced that ships 1n the Caribbean would ~ 

IOClnl'Ol•ed ••• , • 

I t i s sai d 1n Venezuelan circles that, of a crude oi l 

of more than 30 million tons, scarcely four 

refined iii the country. 

The installations at Aruba, Curacao and Trinidad are 

to naval attacks. The American-Anglo-Dutch Groups 

, up to the present, always been opposed 

of large refineries on Venezuelan soil. 

Perhaps they will now be disposed, in their 

public opi nion of this country by developing 

refineries already there, or, by construct ing new onea 

oil is drilled, or at any rate, at 

f r om the coast. ft 
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