
DUllY 

Book 506 

March 9 and 10, 1942 

Regraded Unclassified



- A -

Abbo~• (Hud) and Coatoll o (Lou) 
Purchaao of boabor b7 oarsarklng a&larlea oarnod on 

'our ot 1At1on• a tbea\rta d1ecutt~ 1n White Rouee-­
Troaouzt correapondonce- 3/10/.42 .••.••..•.•.•.•.•.. 

Allen Property CuatodlAn 
IXeoutlvo Order aettlng up office dlaouoaed by Smith 

and Hill; Crowley to be bead- 3/10/42 •.•••••••••... 
(See &lao Book ~. page 51) 

a ) Oonuraation vltb 1llR dheuuod by 'l'roaour7 
group . .. ...................................... . 

b) Jaendment to Executive Or~tr eo•er1n1 Prosen 
J'unda - IIMJnmemorendum t o Poley - 3/12/42: 
.dook §.QZ, page 1 ?0 

c ) Preoo r oleaee: Book JiQZ, page 1 ?1 

BrHiah Zrplre 
See Lend-Lesae 

Britiah Purchaeing Miee ion 

- B -

Vetting order ealeo - 3/9-10/42 . •. , ,,, ... .•....•. •.. .. 

7ederal Roaerve Bank of New York otatoaent ehov in& 
dollar dieburaemento, week endlftC 7ebruary 25 , 1942 -
3/10/42 ............................................ . 

Buoineoa Conditlona 
Roao memorandum on oltUAt lon , week ondlng Maroh ? , 1~2 .. 

- c-

Oongreu of Illduetrlal Organhatlono 
See 71nanclng, Oovornmant: Dofenoo Savlngo Bonde 

- D -

Dofouo Savlnso Bonde 
See J1nanctng1 Oo••~•nt 

- E-

hch&ngo Karket 
a . . .... ~ - 3/9-10/42 ........ ..... .. .... .......... ... . 

- , -
f ederal Reeorve S)'atom 

Seo Financing, Government 

.Book Pago 

221 

134-13?, 
309,310 

311 

113 

14?,348 

Regraded Unclassified



- 7 - (Coaclnuo4) 

71nane1nc, Government 
ixcett t&rn1n& povtr ditCUIItd by !raatur,y croup: 

pretent: HMJr, Stewart, Viner, Butt1ncton, Sull1Yaa, 
Jell, K&ao, MurpbT, end Llndov - 3/i/42 ••••••••••• •• 

a) Charlo ••••. ••.•• .••••••• ., •••••••.•••.••••..... 
b) Jccloo-Joll con•oraatlon reporto4 ••••• ••••••.•. 
c) lCcclee-HMJr conYertat ion ........ .. ..•• ••.••.... 
d) lxcooo reoorToa - altornat1Yo baooo tor 

Jook P-c• 

49,179 
'n 

179 
200 

acrea.ent . • • . . • • • • • . • • . • • • • • • • • • • • • • . . . • . • • • . . • 210 

J'ederal RaoarYa 11an1t prooldan to ondoroo Board of 
Gonrnoro plano tor tlnanclnc war otrort throucb 
opoclal t ypeo ot oocuri tioo, etc. - 3/10/42, .••. •• .• 260 

a) Burgaoo-HMJr con•oroatlon - 3/12/42: 
Sea Rock ~. page l:.M 

l'ederal JteterYe-·!rMtUIY eonterence on "propoaecl baat a 

o! agrooaant on f inancing pollcr• - 3/12/42: 
Book §22, page 146 

a) Mo&orandUIII Joolt m. page 166 
Purchaooro ot Tax Oort lflcateo - cl aooltleatlon by 

type - 3/10/42 ••••••. .. .•• • .•••••••.•••.•••.•.••••••• 

Dofonoe Sa• lngt Bonde: 
Oongrott ot I nd.uotrlal Orsanh&tlcno partlclpatlcn -

HMJr-Murrey corretpondenco- 3/9/42....... .... . ... . 99 
Joloon, Al: Dutfuo &eked ao to ability ao oong l oader -

3/10/42... . ............................ ... . • . • • . . . . 160 

Porand, .U.e J. (Consroouan, Bhode Iolend) : Do!onoo 
SaYiDC• Stup - purchaeo end cancellation: Suggootlcn 
covered 1n Treaeury--Wbitt House corretpondenoe-
3/10/42 ..... .. ......... ..... .... .......... . ......... . 

Federal Rtt.rTe Bank r~retentat lvet to dtacutt 

aochaoico of eaopaign with Treaourr reprooonta ti••• -
3/10/42.............. . ....... .. ..... ....... . • • .. • .. . . 276 

College proal den to 1n!crmod ot Troa•urr plan - 3/10/42.. 279 

Outotandlng Tolun toor vorkart: Proaontation o! 
cortltlcato diaC\Iaaod- 3/10/42............. ... ... . .. . 288 

Dail¥ chaogoo ln otoek ot Sorloo ll Rondo - 3/10/42.... . . 295 
lorand, .Uao J. (Congroouan, Rbcda leland) 

Sao Financing, GoYorruoont: Dotonoe Sa•ingo Bonde 
for eign rundo Control 

Matthleootn and Hostler Zinc Company - LaSalle, llllnoio : 
Secret ary ot Var gi •on 1ntonoation on poooiblo 
pro- llali tend.oncito - 3/10/42 ..... .. ....... .... ....... . 

- J -

Joloon, Al 
See Financing, GoYtrnment : Dotenoo SaTin«• Bonda 

- l( -

Xroo.k, Arthur 
Vicb1 connect ion• d1 ocuaoed in PM- 3/9/42 •. . . .••.•••.• . 91 

Regraded Unclassified



- L -

Leud-Lt&tl . 
U, S. S.l.: Shipe loadln& a t Philadelphia - o .. toa 

report - 3/10/42 • ••••••• •••••••••• ••••••••••.••••••• 
( Soo aloo :Book ~. pagoo 21 ud 331!) 

Vetttl t ln ~erlean porte loadtns caterlale for 
United liocdoa and :Britilh Jmpiro exclu4inc United 
llr1jfdoa - 3/10/42 .•••••••••••••••••••••••••• • ••••••• 

Pay~~ent i.o caaa or ir. kind. for aaterl&lt 41Ytrted. troa 

Brit1&h dollar contract• dltoutttd in Lend-Leaee-­

Treaoury corroopondonoo- 3/10/42 ••••• ••••• •• • . , .• •. 

Liberia 
Curreno7 dltcutted in State-!Teatur.y correapocdecce -

3/10/42 ............................ .. .............. . 
(See alto »ook ~. page 380 - 3/14/42) 

- II -

llatthloooon and Hege1er Zinc Company - LaSalle, Illinoio 
Set Porolcn Fundo Control 

Military Roporto 
Bri t ilh oporationo report•- 3/9-10/42 • •••••••• • •••••• 
Coordinator of Infor=ation roport o: 

Franco - 3/9/42 ................. , . •.•• , ............ . 
Goraan Hcmo Propaganda - 3/9/42 ••••••••••••• .• •• .•.• 
Britllh Hoao Intellicence report- 3/ 10/ 42 .••••••• •• 

X&~~&r ek oUJUD&ry - 3/9/4 2 . .. ........... .. ............. . 

Morgentbau , Henry , III 
HMJr diacut ttl enllet•ent vitb Pattereon (Under 

Secretary of War)- 3/9/42 •• •••• •••••• •••••• • ••••••• 
( Set aloo :Book ~. P"ll' 1) 

ll) Patter,on IIPOrandwo ..... , .... ... ....... ..... . . 
b) Additional inforlllltion: :Book ~. pago 185 

- R-

Revenue Revitlon 
See 71nanc1ng, Oovernmt~t 
7odoral, State, and local tax burden ( ootimatod a•orago) 

on t ingle poroon with $?50 inco11o and aarriod couple 

with $1590 income - 3/9/42 .. ............... ........ . 
a ) Dltcutaion with Htndereon •..•. . .... • ••• ... ..... 

Vandenberg, Arthur B. (Senator, Michigan) : To be 
proTided with oaloo tax information- 3/10/42 ••••••• 

Shipp inc 
See Lend- Loaoe 

Siher 

- s -

Lo&iolation authori~inc coooation of purchaooo and 
poraittinc Trtaoury to oell at not loot than 3~ an 

ounce- White meaorandua- 3/9/42 ••• • . ••••••••••••• • 
a ) Copy of bill • • . ,.,,,,., .••.••• •.•. .••.•. • , . •.•• 

:Book Page 

300 

301,303 

305 

326 

148,349 

150 
152 
350 
155 

41 

85 
89 

257 

27 
31 

Regraded Unclassified



- 'I'-

'I'&Tlor, VO¥no Cbatfield 
Prooont wttb ~rock (Artbur) at Ticb¥ dl.nnor-

PM articlo - 3/9/~2 .••.•.••••.••••••••••••••••..• 

U.S.S.R. 
Soo l.end-Lea.oo 

United Ki"':doa 
Soo Lon4-Loaoo 

- u-

- v -

Vandanbor,, Artbur H. ( Senator, Mtcbll&n ) 
See Re•enue BeYlalon 

Book Pa,ro 

Regraded Unclassified



GROUP MEETING 

Present: ltr. Ge.ston 
ltr. Paul 
Kr. Buffington 

...- ~. Graves 
Mr. Bell 
llr. Charles Bell 
ltr. Kuhn 
){r. Viner 
ltr. Blough 
Mr. Kuhn 
Mr. Foley 
}.fr. White 
Mr. Stewart 
Mr. Haas 
Mrs. Klotz 

Yarch 9, 1942 
9:30a.m. 

H.W.JR: I thought we might have a class reunion. 

URS. KLOTZ: Where is everybody? 

JJR. BELL: It has been a long time. 

H.M.JR: Yes . I guess they didn't expect one. 

Mr. Ge.ston? 

1 

UR. GASTON: The matter George spoke to me about on 
Saturday, we are getting out some instructions to Colleotors 
on those statistics. It is mainly a matter of Philadelphia -
the Philadelphia man was down here during the week on tliat 
very topic. The matter is a delay on Lend-Lease cargos, 
and we are going to have somebody from New York and probably 

Regraded Unclassified



- 2 -

from Boston come in al so to get--

(~ . Sullivan entered the conference . ) 

H.M.JR: Vlhen can I begin to get those? 

- - . 2 

YR. GASTOII: You will begin to get those within 
the next day or two. The order is going out t oday. 

H.M.JR: I would like very much to have them - could 
I have something tomorrow from Philadelphia? 

MR. GASTON: I think so. Tickton is going to 
Philadelphia today. The man was down from Philadelphia 
last week reporting. The Army had made a complaint and, 
according to his roport, the main difficulty in Phila­
delphia--

(Mr. Haas entered the conference.) 

H.M. JR: Tell them what it is. 

MR. GASTON: Well, it is a question in the delay 
in loading the- dispatching the Lend-Lease cargos, and 
our Assistant Collector in Philadelphia reported last week 
after the Army had complained to us - he came down here 
and reported that the main difficulty in Philadelphia 
has been a row between McCormack and the Pemsylvania 
Railroad. 

(Mr . Foley entered the conference. ) 

H.M.JR: Would you make a note and tell Philadelphia 
I want my first report tomorrow morning. 

MR. qASTOtl: Yes, I will get a report tomorr ow 
morning. 

H.K.JR: Now, what I want is I want the percentage 
of how much is loaded, and whe~ the ships first arrive. 

J.ffi . GASTON: That is all in the memorandum that I 
gave you. 

Regraded Unclassified



- 3 -

H.K.JR: But the first thing tomorrow morning, I 
want it. 

(Mr. Vnllte entered t he conference.) 

lffi. GASTON: That will be very euy because he hss 
already been down here t alking about that situation. 

H.!A.JR: '1'/h&t are the ones? 

MR. ~STON: A petroleum car i s going out of Port 
Arthur. There is some occasional stuff from New York, 
and there may be some from Boston. There is a little 
going from the West Coast, too. There is stuff going 
from Seattle and some oil cargos going fr om Southern 
California. 

H.M. JR: But in Philadelphia, there were supposed to 
be seven vessels. 

MR. GASTON : The bulk of the miscellaneous cargo, 
machinery and all that stuff, is going from Philadelphia. 

H.M. JR: And I will have that, and Geor ge, you will 
whip that into shape so I can have something by noon 
tomorrow? 

lffi. HAAS: Yes, sir. 

3 

MR. GASTON: We will get your report from Philadelphia 
today. .1e are going to handle this thing over the ticker. 
I think that is reasonablf safe. Of course this data is 
all dynamite as far as open t elegraph is concerned. 

H.M.JR: You can't break teletype. 

MR. GASTOII: No. We have got a machine right across 
from my office there. Harney is 271. 

H.JA. JR: Who is Harney? 

L!R. GASTON: He is assistant to Elmer on cool'dination. 
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H.Lf.JR: You have your own man? 

MR. GASTON: Right across the hall from me . 

H.M.JR: Do you have your own number? 

UR. GASTON: Yes . 

H.M.JR: What is your number? 

UR. GASTON: I don't know the number of that 
machine. He and Peabodf are in that office. Peabody is 
an Intelligence man, and they handle that cachine . 

H.M.JR: Is that separate from ours? 

lo!R. CHARLES BELL: Yes, sir. 

H.U. JR: I think ours upstairs is 288, isn't it 
Charles? 

MR. CHARLES BELL: Yes, sir . 

YR. GASTON: This machine was put in particularly 
for the Coordinator on this guard business. 

H.W.JR: Mine is 288, I think. That is all right 
to have it on the teletype? 

lo!R. GASTON: Yes. There is a new Executive Order 
on harbor security placing it exclusively - giving the 
Secretary of the Navy new authority, and he has turned 
that all over to Coast Guard. 

H.M. JR: Herbert, who delegated the fifteen or 
twenty men that were assigned t o be investigat~ in 
Aniline and Dye? 1iho assigned those men? Who says which 
men should do what ? I mean, they have got , I don' t know, 
fifteen or twenty men up there. 

MR. FOLEY: About twenty. 

lo!R . GASTON: The men that are doing the investigation? 
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Well, those men were originally in the group - nearly 
all of them were originally in the group assigned for 
guarding by Maloney who is the Coordinator in New York 
and different ones that the7 considered good investigators. 
It is an arrangement between--

H.K. JR: But I mean, who- -

MR. GASTON: Between Federal Reserve Bank and Maloney. 

H.M. JR: But there mus t be somebody in my staff 
who is responsible for the fact that there are fifteen 
or twenty men there in Aniline and D.ye. 

UR. GASTON: For the fact there are that many men? 

H.ll.JR: Yes. 

MR. GASTON: Well, because the Foreign Funds asked 
for them and Maloney, the Coordinator in New York who 
is the Secret Service Agent in charge, is the man who 
has assi gned the men to that work. 

H.Y. JR: Is it Maloney? 

MR. GASTON: Yes. 

H.M. JR: Have you seen the report on it? 

J.iR. GASTON : I have not seen the report. 

H.Y. JR: Well, l4aloney comes under "Nilson and then 
under you, doesn' t he? 

Am. GASTON: Maloney, on this work, comes under Irey, 
and then under me . 

H.l.!.JR: Well, Herbert , it eventually comes up to 
you, doesn't it? 

MR. GASTOH: That is right. 

H.M. JR: Take a l~ok at the report that Fol ey made 

Regraded Unclassified



6 
- 6 -

to me on these men and the quality of them. I mean, the 
fact that they suddenly became investigators on one of 
the most difficult jobs we have, I think the whole thing 
is a reflection on our own organization. 

MRS. KLOTZ: I understood they were assigned as 
guards, and then were just taken on as investagors without 
Mr. Irey knowing anything about it. 

H.M.JR: Well, I don't see how Irey can escape that, 
I mean, the fact that they stay there. Somebody, some­
where along the line, is responsible . The fact that 
we had men rtho are qualified as guards doing the most 
intricate investigation, I think it is - I mean, start­
ing with you and Fole7, I think the whole thing is - that 
a thlng like that can happen in the Treasury is terrible. 

MR. GASTON: Well, I just haven't seen that report. 
I haven't been able to keep - I haven ' t had reports on 
what those men are doing. They have been working very 
closely under Ed 's men up there in New York, and I am 
quite ignorant of what the men have been doing. 

H.1!.JR: Well--

MR. GASTOU: We have tried to set up an arrangement 
under which the coordinators would furnish the men, but 
it hasn't always worked out. 

H. M.JR: \Veil , supposing Norman Thompson takes a 
look into that whole thing for me with Gaston . Is that 
what you ~•anted to t alk to me about? 

MR. GASTON: lio. 

H.M. JR: Well, supposine he does that. I mean, the 
fact that a thing like that can happen. Each person says 
that it is somebody else's fault, but you have got a lot 
of guards doin~ the most intricate investigating and they 
stick there. 1t is a reflection on the Treasury. I 
don't want it to happen again, that is the whole point 
of the investigation. If it could happen once , it is 
bad enough, but nobody will take the responsibility that 
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they are there, and that we have a lot of men of guard 
mentality supposed to - up against some of the cleverest 
people in the world. I think - I say it could happen 
once, but it can' t happen twice. 

MR. GASTON: Well, the se men are not - these men 
that they have held are investigators. They have also 
eot guards who have been independently hired. 

H.U. JR: Well, Herbert, take a look at the report. 
Everybody says it is somebody else's responsibility. I 
am not saying it is yours, but I want to know whose 
responsibility it is. I don't know whether Foley claims 
it 1s his responsibility or not. 

MR. FOLEY: No, Mr . Secretary, I think I made mf 
position perfectly clear. These men are investigators, 
and they are doing investigating work, and we asked the 
Treasury Investigating Service to provide us wi th men. 
Now, the caliber of the men that t hey provide us with 
is not our responsibility and, as I understand it, that 
i s the t~ing that you are questionine. 

H.M.JR: Now, wait a minute. Vlho did you ask? 

l.!R. FOLEY: ;ye asked l!aloney up in New York. 

7 

URS. KLOTZ: Mr . Irey says they are not investigators. 
lie says they were assigned as guards . 

MR. FOLe~: Uo, not these men. 

!JR. CHARLES BELL: I think that question goes right 
to Mr. Irey. Maloney only--

H. ).{. JR: VI ell, It is Irey' s responsibility, and the 
fact re10ains, you have ~t a lot of men who haven't even 
a mediocre education dotng this i ntricate work, and the 
fact that Irey- I don't know what it is, but I would 
like to run it down so it can't happen again. No1v, if 
Irey sent them in as guards, as Mrs. Klotz said, and 
then they became investigators, he should have pulled 
them out. The fact that Joe O'Connell will work with 
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people like that is a reflection on him, the fact 
he didn't kick them out or register a complaint . 
whole thing - look here, Ed--

that 
The 

8 

·~m. FOLEY: Beggars can 1 t be choosers, Mr. Secretary. 

I!. A!.JR: Now wait a minute. If I send you ten 
lawyers and all of them are in the bottom of their class, 
are you just going to take them? 

I.!R. FOLEY: No, certainly not. 

H.V:.JR: Then why should O'Connell take the responsi­
bility for these · investigators? 

MR. GASTON: We would like to take the responsibility 
on this thing if we can get spme figures. I have never 
heard any complaint on this or had any requests for men. 
Men who were put on guarding - we were endeavoring to 
relieve all the Treasury men on guarding in this Foreign 
Funds and replace them with hired men so long as they 
were doing guarding, and then I found in New York and 
Other placeS they di<in It Want tO let them gO beCaUSe 
they were using them on investigating work. If we get 
the requests here for the kind of men they want, we try 
to get them good men and take full responsibility on it. 
I have had no report on what these men were doing . 

H.U.JR: Elmer is under a clou~as far as I am con­
cerned, on this thing until he can prove othe~se, so 
I am asking Norman to do this thing. I mean, you send 
me - if you send Mrs . Klotz down so1ne stenographer f rom 
the Pool to help here, and Mrs . Klotz sends in some 
letters which are badly written, I would say, "Why do 
you do this?" Well, she would send the verson back 
until she got a good person. She wouldn t accept a 
person who was a poor typist and so forth . She would 
send it back. Then the attitude, "Well, that is what 
the~ sent me , so I can't do anythin~." Now, to get that 
att1tude in the Treasury in these t1mes, I think it is 
terrible, and I want to dynamite it. 

J.!R. CHARLES BEIJ.: We reorui ted about two hundred 
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college graduates as investigators since last June . 
They are hiyb-class men who have had some training in 
foreign excliange and who would understand this situation 
perfectly. Those men are under me primarily on Foreign 
Funds. 

MR. FOLEY: These aren't Foreign Funds men he is 
talking about . 

9 

MR. GASTON: I don't think Irey has had any complaint 
about this. I haven't heard anything about this at all. 

H .~.JR: I am the man who is complaining. 

UR. GASTON: ".'/ell, if there is something wrong, I 
would like to know about it ~self. I haven ' t had any 
report on thl s. 

MR. FOLEY: A copy of Bernard ' s report has been 
given to Irey, and Irey is taking steps now to replace 
the people that we found were not up to standard with 
good people . 

H.M. JR: Well, I still say that if I send' Harry 
White back three or four economists and they are no good, 
and they do a lot of bad work, and he comes in and says, 
"l'lell, I am sorry, !.fr. Morgenthau, the men you sent me 
were no goodn - that wouldn't happen in this shop. There 
is something wrong, Ed, somewhere, and I want to find out 
where it is . 

MR. GASTON: I would like to have a chance to look 
into this myself. 

H.M.JR: O.K. 

MR. GASTON: Because I have heard nothing about this. 
It doesn ' t come to me. 

H.M.JR: I don' t know how many other places we have 
got policemen doing i nvestigating work. I have prided 
~self on our investigators, but I can 't at this moment. 
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MRS. KLOTZ : There are a lot of the best men that 
have been taken away, and there is going to be a shortage of investigator s. 

H.Y. JR: Well, did you see a copy of this report 
on these men? Let Ur. Gaston have a copy of it. You 
will look into it also? 

!JR. GASTON : Yes . If we are going to be responsibile 
for furnishing these men, I would like to know something about what they want. I am trying my best to get this 
thing centralized so we can be responsible instead of 
having the men simply grabbed without consultation. The thing was done in a great hurry at the start, and on the 
night of December 7 - end orders were sent out whereby 
the Federal Reserve banks just went out and got men 
without even consulting the Coordinators . I got Ed and 
Bernie and so on together to try to get this thi~ regu­
larized so that the requests would be made through the 
Coordinators, and so that we could handle it in some sort of way. 

H.M.JR: Well. it 
to have some kind of a 
has to be responsible, 
no good, " somebody can 

is evident, Herbert , that we have 
change. I mean, somebody, somewhere, 
so if I say, ~~11, these men are 
say, "Well, that is my fault." 

Affi. GASTON: Welli I am perfectly willin~ to take 
the responsibility if can get some informat1on, but it is an illustration of how this thing comes up . I learned 
nothing about it. I don't know when Irey heard anything about it. 

H.M.JR: Well, he must have had - how l ong has Irey had i t? 

MR. FOLEY: Well, Irey knew about it when you asked 
me to have somebody check them. 

H.lc!.JR: That is ten days ago . 

MR. FOLEY: That was ten days or two weeks ago, and 
then Irey was furnished with a copy of the report after 
Larry Bernard checked them. 
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H.U. JR: Well , Irey should have told you (Gaston) 
nt once . He is your subordinnte, isn't he? 

Affi . GASTON: That is right, on this sort of work. 

H.M.JR: Well, he should have reported to you at 
once . 

!.lRS. KLOTZ : 

MR. GASTO:'i : 
directly without 
were on--

The men were taken from Alcohol Tax. 

There were a great many ~en taken 
consultation with us at all. Men who 

11. 

MR. FOLEY: These fellows were never guards, Herbert . 
They were taken as investigators . We asked for a certain 
number of investigators in New York, and these were the 
fellowP that were assigned to us , The Secret ary asked me 
to check them and see whether or not from a standpoint of 
competence t he;r were up to par, and Larry Bernard checked 
them and taBced to each one of them and said that they 
were all loyal, and he had no question as to their honesty 
or their integrity. He did have some question as to the 
competency of about ten or eleven of them. 

(141' , Steuart enters the conference .) 

J.!R . G~.STO!'; : I knew nothing about t his . llo request 
was ever made to me for these people or hasn't been yet. 

!JR. FOLEY: That information was given to Elmer before 
the check was made, end the report after the check was 
given to Elmer, and Elmer told Larry Bernard that he was 
taking steps to see that they were replaced and competent 
people were put there, 

H.l.l. JR:. I would send for Elmer and ask him why he 
doesn ' t let you :mow what is going on . 

tm. GAS TOll : \'/ell, I think that J.lr . Foley's office 
should let me know a little bit about what is going on. 
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MR. PAu~ : May I interrupt you just a moment, Mr. 
Uorgenthau? I think J.!r. Blough and I had better get up 
on the Hill. This is t he first day, and we have to be 
up there at ten o'clock. 

H. JJ. JR: All right, Good luck. 

(~. Paul and Mr . Blough leave the conference . ) 

ll.Y. JR: John? 

Lt .. SULLIVA:'I : You sent me a memo about the discus­
sion in Caoinet on mash, industrial alcohol . 

H.M.JR: Yes. 

MR. SULLIVAN : I will have a complet e memo on that 
for you by noon . 

H.Af. JR: Good. 

12 

!.ffi. SULLIVAN : I think they are v1rollg . I think 
this was picked up in small quantities t hrough t he hills . 

H.M.JR: Well, t he Attorney General was very positive 
about it, 

1lR. SULLIVAll: Well, you would have to have a tank 
car of mash to get a few gallons of alcohol, 

H.ll.JR: Is it in his custody? 

1.!H. SULLIVAN : After it is seasoned? Yes . But I 
will have a complete memo on that. I saw the Commissioner 
Thursday afternoon, and you wanted me to get in touch with 
you afterward. 

lUI. JR: Yes . 

J.ffi. SULLIVAi'l : Dough ton sent for me yesterday morning. 
1here was something else he wanted me to tell you, so 
wheneverJou are free t oday, I will be glad to see you. 
That is 1 I have , 
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l.IR. BUFFINGTO!i: I have nothing . 

H.!!. JR: Ferdie? 

~m. KUHN : I haye only same background on t he 
Disney matter. I mentioned it to you. 

H.M.JR: I will read it . Then lfOU let me know. 
But I am not going to try to sell D1sney. 

MR. il.lJHl{ : You want to see him, though? 

H.M.JR: Only after he is ready to do the picture . 
Vfuen he has made up his mind to do the picture . 

!.!R. KUHN : I have nothing else . 

H .~.JR : George? 

1.3 

MR. HAAS : Here is the Nelson report. That explains 
why the situation is as it is. VIe are movin~ right along 
on that . The main t hing there is that he sa1d the Russians 
were slow in specifying what they wanted. Then, when the 
specifications did come in, they were non-standard, so it 
required practically a custom job for each item. We are 
moving along. The position of the goods at shipside from 
there on is very vague . I hope to get some information 
from Philadelphia t oday on that . 

1!.11. JR: All right. Anything else? 

MR. HAAS : That is all. 

IUI. JR: Walter? You get in a conference with Bell, 
will you? 

Lffi . STE\':ART: I vlill . 

· H.M. JR: They seem to think they have to have a dress 
rehear sel before they see me at three. Harry? 

. L:R. Wl!ITE : Will you want t o set aside some time 
this week to meet the same group that you had here twice 
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in considering What itams you expect the British to let 
you have, what payments you wish to make for British 
expenditures? 

H.M. JR: Yes . 

UR. VffiiTE : Dean Acheson sent you his suggestion, 
how to handle the situation. You ramamber that you 
were going to wait until he had let you ~ow. Well, 
be has let you know in this memorandum which--

H. !.:. JR: You had better send that in and let me 
read it . 

l.lR. i'iliiTE: Well, there is an answer going through 
to him which merely--

H.lJ. JR: When will I get--

MR. \'IlliTE: • •• says that you will be ready today, 
that you expect soon to call a meeting. 

H.!.I.JR: Oh. Could we have it while St ewart is 
here? 

!.lR. WHITE: You wanted him in on that, yes. I 
should think so. You (SteVIart) are here for two days? 

L!R. STE\\Aa'l': Today and t0111orrow. 

H.U. JR: I could do it at three tomorrow. 

t.4 

!.!R. ',','BITE: You will have the large group in tomorrow, 
the State Department and A.rmy and Navy? If so, you had 
better have a prior time . 

H.M. JR: Well, I can do ours in the morning and 
these others in the afternoon . 

J.!R . l'll!ITE : It is quite all right. 

H.M. JR: Supposing I put you down for eleven o'clock 
tomorrow morning and tlien the big group at three~ 
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MR. \fdiTE: Then you had better notify the large 
group this morning • 

. H.!.:. JR: Well, will you tell Stephens? 

1.5 

l!R. WHITE: Yes . Do you want the same people here 
who were here last time? There was a large representa­
tion, Agriculture, Army, Navy, Lend-Lease. 

II . !.! . JR: I think so. 

~. \';lUTE : And Economic Warfare? 

H.l!.JR: I think so. Anybody who is interested 
in the Treasury can meet here at eleven t omorrow. We 
will take full advantage of Stewart being here . We will 
work him. You had better let me take that letter home 
to read it tonight, the letter, Harry, that Acheson wrote 
mo and then circul ate it amongst our own group . 

MR. V11!ITE: It already has been. 

H .~.JR : Has Stewart seen it? 

MR. WHITE : He hasn't seen it, sir. 

H.i.I. JR: No. Harry, what about this price of silver 
in Bombay? 

MR. ';ill~TE : Wel~ , you have eot the answer before you. 
The answer 1s very s1mple . 

H.LI. JR: No, I have just got the question. 

1!R, \',1iiTE: Well, the answer was very simple . I 
can give it to you orally. The answer was routed to you. 
The reason there is an increase in demand for silver is 
ra ther the simple one t hat oiVing to the increasingly grave 
political and military situation, many Indians seem to 
prefer silver to rupee currency, paper currency, which is 
a natural outgrowth of the victories the Japanese are 
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having . Then, there has always been a big spread between 
their price and the New York price, which has been 
increased -by virtue of the cessation of the granting of 
permits for the importation of silver . In other words, 
there is still less sil ver coming on the market now. 
The spread between t he future and the present prices is 
alAO a reflection of the fact +.hat they are so disturbed 
about the future prospects of Indian independence that a 
lot of thmn don't want to enter any future commitments 
for the sale of silver . There is nothing unusual about 
the situat ion beyond that . 

H.M. JR: Ed? 

UR . FOLEY: Here is this letter about Larrr Eernard. 
If you could give us a f ew minutes this morning around 
eleven thirty. 

H.ll. JR: Yes . Wbat else? 

MR. FOLEY: Nothing. 

H.M.JR: I sent you a suggestion . I don ' t know 
whether you have got it yet , 

MR. FOLEY: Not yet . 

H.M. Jn: Should we let the Tolan Committee on the 
West Coast know r.hat we are doing? Wnat? 

liR. FOLEY: By all means . 

H.Y.JR: I sent you a mamo on it . 

MH. FOLEY: By all means. I talked with John 
Pehle - yes, that is a good idea . 

H.IJ.JR: Don ' t you think that is a good idea'? 
They are still there, you see . 

1m. FOLEY : That is right. They are in San Francisco 
now. 
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H.M.JR: You might be drafting a telegram to them. 
Ed, don't you think that is a good idea, 

10~. FOLEY: Yes, it is . We could either do i t by 
sending them a copy of the instructions that we have 
given to the - I mean the program we worked out and the 
Instructions that have been given to the Federai Reserve 
in San Francisco, or we could have John Pehle go around 
and see them, and tell them orally what we have done . 

H.U.JR: I think you ought to have a written record. 

UR. FOLEY: All right. They- the boys didn't get 
to Los Angeles until about eleven o'clock Pacific Time 
Saturday night. They had a head-wind all the war out 
and had pretty hard sledding, and Pehle called me yester­
day about three o'clock, It was around twelve out there, 
eleven or twelve. They had spent the night i n Los Angeles, 
and they were going on up to San Francisco in the after­
nooni yesterday afternoon . They expected to spend a 
coup e of days there, and McCloy VIas going on up to 
Portland and Seattle and wanted Pehle to go along with him, 
and J.:r . Eisenhauer v1as on tho plane o.lont; VIi th SZl'lllczak, 
so they are al l together. 

H .~. JR : That is grand. Anything else? 

MR. FOLEY: Nothing else . 

H.ll. JR: Harold? 

MR. GRAVES: Nothing. 

H.U. JR: Just as a reminder, I spoke yesterday on 
the phone to the man that handles that. ~bat's his name? 

MR. GRAVES : Duffus . 

H.M. JR: He hadn't got anp:here on it yet . You 
might give him a l ittle push. He is sick, though. 

~. GRAVES: He will, he is on the job this morning. 
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H.1!. JR: All right. 

MR. GRAVES: He had been av~ay ever since the last 
meetin&• He is back this morning. . 

II.M. JR: Dan? 

MR. BELL: Did somebody prepare an answer t o 
Honderson's letter? 

H.:.:. JR: No . 

l.lR. BEll: Should it be answered? 

H.~ . JR : Yes. 

l.lR. BELL : I think it should. 

H.!J. JR: Anything else? 

Mlt IJEU.: Vloul d you want to sign the Chine. 

18 

agreement tomorrow if we are able to get everything ready? 

II.M. JR: Oh, I called up l.lr . Wells around one o'clock 
Saturday, and he said he would clear it the same day. 

!JR. BELL: I didn ' t hear . 

H.M. JR: He seid he would. 

Lilt BELL : I will give him e. ring this mor ning, then. 

H. IJ . JR: He said he would clear it, 

J.!R . BELL~ Well, if they clear it and if you can ~et 
Soong to clear it, we might be able to do it this even1ng. 

R.1!. JR: What is that? 

MR. BELL: I say if they clear it in t he State 
Department and we can get Soong to clear it without further 
cables to Chine., we might be able to sign it this evening. 
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H.IJ. JR: Vlell , the only time I can do it would be 
at two forty- five. 

MR. BELL: Other\1ise it v1ill have to be tomorrow? 

H.M.JR: Yes, but I would like to do it today if 
possible . 

!.lR. BELL: I will see what can be done? 

H.M. JR: All right? 

rn. BELL : Yes . 

ll.l:. JR: Anything else? 

!JR. BEll: That is all. 

19 

lffi. M!ITE : Henderson, at the meeting of the Price 
Coumittee, spoke very highly of the cooperation which 
the Treasury is giving him, and the opportunities that 
the Treasur;r is providing his organization to conunent on 
t he tax program. 

H.M. JR: Ferdie, before my press conference this 
afternoon - somebody in Chick's family was sick . He 
called me up. I have not seen in the press, and I 11ould 
like to know. There .are two things I would l ike to get 
for this afternoon . One is the table on the indirect 
taxes that the man - married man and single man nay, and 
then that tax - the other table which sh0\78 how much they 
save up to fifteen hundred dollars . 

!.:R. KUHtl : Would you like to give that t o t hem this 
afternoon? 

H. J.!.JR: Yes . 

MR. SULLIVAl·i : It is in the hearings, ~· erdie . 

H.1!. JR: But it is not in the press . 

MR. KUffii : It is very interesting that the press 
editorially has been swell about the tax program, I think, 
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on the whole, but today for the first time, the financial 
editorsgot to work and that i& Jus t what you might of 
expected. 

H.M. JR: Have you seen it in the press, this table? 

MR. SuLLIVAN: No, I have not, sir . 

H.M.JR: I don't think they ran it . 

MR. WHITE: There was an article in the Times­
Herald, in the gossip column, about you and Frankfurter, 
\'las it called to your attention? 

H.1!. JR: No . 

MR. \',BITE : Tiell, I think you would want to read it , 
I got it second-hand . 

H.U. JR: Give it to me third-hand. 

MR. \'iHITE : Well, you will be able to see it in the 
article . I can tell you what was reported t o me, as being 
that Frankfurter and yourself were very much disturbed 
about the possibility of Cripps supplanting Churchill, 
and rushed to the President t o urge him to prevent it, if 
possible. (Laughter) 

H.ll.JR: Cissie knows more about it than I do . It 
is news to me. I would like to see it . 

MR. \'IlliTE: I was hoping it would be news to you. 

H.l!. JR: It is news to mo . John, you might stay 
a minute . 

MR. SULLIVAJ~ : Yes , sir, 
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I. Miss Chauncey: 
3/9/42 23 

""'is 1a the attecbllent referred to in the Tolan 

wire of today. 

Sent telet7P" - to be do11Yered to Tolan at 
1749 Pleaaant Valley Avenue, Oakland, Calif. 

Copy to be sent to Pohle at Federal Reserve Bank, 
San francisco, by te1etypo. 

12:50 P·'· • March 9, 1942. 
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The aucceaa of the propoaed progr am will depsud upon placing 
complete reaponsibility for ita execution in a reaponiible Vlest Coast 
agency acting under the general dir ection of the local military 
authorities. 

I - Scope of Problem: 

The evacuation 011 short notice of tens of t housands of peraon1 
from ~litary Areas on the Pacific Coast raiaes serious problema in con­
nect ion with t he liquidation of their property boldines and the protection 
~ the property of such persona against fraud, forced ealea, and unscrupu­
~ous creditors . Obviously the emergency will cause financial loss to the • 
~;;roup involved . Jiowevcr , t he f ollowing progr a111 is intended to accord to 
this group r easonable protection of their property interests conaiatent 
with the war effort. 

I I - Legal Authority: 

t Since t he program ia one basicall y to assist the evacuee in the 
l~quldation of his property, it is expected that in moat instances the 
encuae will volunUrily avail hiDlllelf of the facilities afforded br thie 
pr ogram. Governmental sanctions will be neceaaary to deal with credi tors 
and others who seek unfair adn ntage of t he evacuees. 'rhere ia ample legal 
aut hority now vested in t he mill t ary authorities and in the Treasury 
Depar tment which can be delegated to such \ieat Coast agency to deal with 
thla without necessity of obtaining further legislation or new 

orders. 

- Adminiat r ation of Program: 

The nature and urgency of t he situation, coupled Yd. th the large 
of traneactiona that will require prompt handling, necessit ates the 

IJ npo,..,.,.,. •• being administered by an agency on t he ·.iettt Coast cloaked 11ith 
author ity to act 1'1ithout reference to Washington. 1'he over-a.ll con­

t r ol o! all aapects of t he evacuation muat obviously r est in t he military 
authorities. Sub ject to t lua over -all control by the Army, t he direct 
responsibility for the execution of the pr oper t y aspect s of t he program 
should be placed in t he Feder al Reserve Bank of San Francisco, which has 
branch offices i n Loa Angeles, Seattle, and Portland. The Feder al Reserve 
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will be 1n a poaition to obtain the cooperation o! other Go~eru.ent 
tenciea, and o! nll•lalom &DC1 experieoed ind1Yiduala and 1Dat1tut1ou 

the varioua OOP!Itnltiea throughout the i'i .. t Coast uea. Thla cooper&• 
ion, to~~er 1ll th the eatabllahecl 1Dtegritr &DC1 abil1t7 of the Federal 
aern , will cllat the oontidenoe of all o! the &t!eoted groupe 
diaoourab~ gouging b7 oreditora or other aelf•a .. klne intereata. 

The Federal Reee~e Bank will &lao work in oloee liaiaon with 
the l'ederal Seo1.U'it7 Ageno7, the United. Statea Dep&J'tMnt o! Agl'loulture, 

other Federal, State, and looal public agenoiea that oan be of 
in dealing with t he property durin~ the oouue of ita liquid&• 

• These a~nolea will undoubtedl7 be called. upon b7 the mll1tal'7 
aut:hol~itiea to handle other aapeota of the eTt.Ouatlon problea, woh u 

tranaportation and reaettlement of the eTt.Oueea, and t heir reemplo7-
in nn areu. 

1. Properl7 at&tfed offioea under the direction of t he San 
IFr,&nohclo Federal Resern Bank will be opened at once in t he local 
COIIIIIIJU tiel fi'OII which eTt.OUIIe will be lDOTedo 

B. .Announo-nt will be made throughout the area b7 the Federal 
Reae~e llcl k of San Franohoo that ita representative~ in the11 officii 
are prepared to aaalat eTt.Oueea with the problem o! liquidating their 
property and protecting thea a&&inst those seeking t o take ·untair adY&n­
tage o! their plight. 

c. Theae representative• will aaeiat in putting the evaoueea in 
a position to obtain b~ra, leaaeee, and other uaera o! their propert7 
on fair teraa. In casea where the eTt.Ouee 11 unable to aelect hia own 
a;:ent to dispose o! hie propert7, the Federal will be prepared to act aa 
agent f or the evacuee under a power of attorner or ·aimilar arrangement and 
( ke steps to l iquidate t he property on ! air teraao 
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D. dvacueea threatened by creditors will be encouraged to 
co~c to t ho representative• of the Federal t or advice and guidance. 
The Federal r opreaentativo 1"1111 al&o diaouaa t ho uatter .lith th4 
credit or with t he vieot to lmrkin(; out a. fair aettlemont and limiting 
the r e::lllldlea that may be pursued t.y t he cr editor wn.o threaten• un­
hir act ion. Dy and large t he mero exiatence of t his progrom of help­
lnc evacuees uill eliminate or f or eatall moat of t he sharp praoticu 
that aro now !oared • 

.r;. ln so:Je cases t he r ro·.ert y of t he ova.cuee 1D1J3 1J·3 auc.h 
t~a.t i t :: r eal r.Uue oan only be ro~hr;od at a .future t LD , e •C•, Jap­
anese noveltioa. In such cases t he Dank' s representative -.111 assist 
the eVllcuoe in cr.a:1:;in: for t:..a :.tor o..::;e of su .. ;. i'l'opa:·t;; i.f t nat la 
the ~:liah oi' tllAI evncuoo. 

1'. On a.r riculturf.ll pr o.,.erti 'ls the .unlt ' s repr ocontative, 
1rith tl.e aashtonce of r eprescntath-o3 of t he 1:. :;. Depar b\ont of 
Acriculturc , will at t ,.-.rt to nrrn..":co !'o;o t:.~ lca:.ir...; or ao.lo of auch 
proper~· or if need be tor t l:e .;rc.llnt o.!' tho crops , with a d ew to 
pr eventinc their l os s thro~ inatto~tion. 

G. Tl:e ;;ct!e,•nl ::onel'Vo t.ank of ::.au ; r nnci sco a.tl i ts 
represento.l.ivea lrl.ll be cloaked lfitl. &118f;!Uato •·uthorit~ t o cope with 
problellS aruin!; on the basis cf cxbt~ circ=tuces. 'Tho progrc 
wlll be flexible and at all ti~e~ t ho ~ank uill atto~t to keep nattera 
on a vol untary basis , aatiafo.ctor, t o the evacuee. i.b.ero t heao ef­
forts f ail i t may ~e nece~u.ry :o1· t h<> ;;u,nk• a .i.'epl•e.;ent.-ti vo t o step 
in and tnke the proper t y over f or t he p•U'poae of obtain.ine n i'air and 
reasonabl e l i quidailon. 

It h expected t hat t ile aet tine up of this l'rogr~m m d thAI 
accordance to the evacuees oi' facilitiet: for t he liquidation of their 
proper t1 chould treatly axpedite the dopo.rture on a \Oluntary b&aia 
of t ho avaonees frOJ!l t ho ::1111 tlll",; :u'lla. 

3/ 4/ 42 
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TREASURY DEPARTMENT 

I NT IEIII OI"FlCIE COMMUN ICA TION 

OATO J.larch 9, 1942 

TO Secretary Worgentbau 

!.!r . White 

Subject: Silver Legisla tion 

We a re submi t ting a d raft or t he ail ver bill which, during the 
period or e~ergency, directs the ces sation of s i l ve r purckases and 
c.u tnori~es the sa le o r Trea sury silver a t not l ese than t h irty-1'1ve 
cents en ounce. We beli eve that it woul d be pref e rable t o. suspend // 
si l ve r purchases during the emergency rather t han t o seek permanentfi 
l i minat i on of such purchases because: 

1. It wi l l call f or th l ese opposition on the part o r silver 
inter es t s. 

2. I t wil l Justify your rai s i ng t he problem a t th i s t i me 
purel y a s a meaeure f or diverting labor and equi pmen t 
to war uses. 

) . It will not direc tly r ai se the question of the desir­
ebi l ity or our s i l ve r policy in t he past. 

It will not pr event Congress f rom goi ng farthe r and 
el1ml nanng entirely all silver pur chases, bu t the 
respons1b1H ty VI i ll be theirs and not yours . 

It you agree with the tor~ing, the fo llowi ng steps a re __ sug­
e~sted: 

l. Have the Pre s i dent i ndicate whetr e r he we.nts the si lver 
qu~stlon r aised at this t i me . He may prefer not to s t ir up oppo­
ei t i on i n Congrese on a matter of relatively sa~ll i mportance. 

2 . Ge t a statement f r om the ~ar Producti on Board t ha t ( c.) more 
~ilver on t he market at curr~nt prices would he l p the we.r effor t and 
(o) tha t s i l ver m1ning is absorbing l abor and equi pment which coul d 
be ••or e profitably used 1n the war errort. 

) . Secu1-e the support and acqui escence or Jesse Jones t o the 
p, rC "&S~ by the ~etals Rese r ve Cor por ati on o r high- cost copper, l ead, 
rnd ~ i nc rrcm mines thatdepend on hi gh si l ver pr i ces to ~intain 
- roduc t1on or these eseent 1t 1 ulS.ter1cls . 

When these th r ee stepa a re satis factoril y compl e ted , you wi l l 
nrobably want to di scuss t he pr oblem w1~h leade r s i n t he SenatA 

nd the House before having t he bi ll presented. 

You may IYiah to r ead the appended memorandum setting forth in 
~ore de t a11 the emergency silver progr~. 
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INTER OFFICE COMMUNICATION 

DATI llaroh 9, 1942 

TO 

Subject: 

Secretary Morgen thau 

JAr. White 

Silver Legislation 

We a re ready to submit for your app rova l a draft ot a bill 
providing tor suspension of s i l ver purchases and authorizi ng the 
•rrea sury to s el l silver at not less than 35 c ents an ounce during 
the peri od of emergency. The bill does not affect the Treasury's 
no•·er to purchase silver for coi nage or to issue s ilver certi ti­
oa tee. 

We feel 1t .,.ould be a oDistake to include i n the bill author! t y 
to sell Treasury silver excep t with a stipulAted minimum pri ce. 
Thf' th reat of the enor110us Treasury supply of silver hanging ove r 
the ~rket without a minimum price at which it could be sold r ould 
arouse much greater opposition to the bill by the s i lver inter ests, 
nnd migh t make passage of the bill uncertain. Mo reover, we do not 
believe tha t the authority to sell silver i s of immedi ate im­
portance because Vl1 th the entire domestic output offer ed i n the 
.. 1or ke t it is very doubtful whether there would be any substantial 
demand for Treasury silver at anything l ike curren t pri ces. The 
addition to the marke t or domestic. output of possi bly 50 to 6o 
~illion ounces (output tor 1942 at 71 cents wi l l b e about 70 
mi l lion ounces) should prevent the price or silver from rising 
above 3; cents for so10e ti .ne, and might well drive the price 
do•~ to 30 cents. · 

If, in addi tion, an attempt were made to sell eubs~ant1al 
quanti tles of Treaeury silver in competl t i on w1 th domes t1o and 
i:nported silver , the price woul d be still further depressed-­
hO'I' much, of course , would depend on the quantity or s i lver the 
Treasury tried to sell, Furthermore, the amount or s i l ver 
offered on the market would very likely be further i ncreased 
by the fee t that such leg1slati :>n would encourage countries to 
eell eome of the si l ver th ey now hold ae monetary reserves. 

Should the expens i on ln the industrial uses of silver prove 
t o oe so greet that a shorte.ge appears notwithstanding the added 
eupply from domestic output, the Treasury could, under the terma 
o f the bill drafted, eell aome of its silver. 

The drafted bi ll also contai ns a provi s i on for the con­
tinued purchase of domest i c s ilver at the 71-cent orice for 
r '!lBI'lod of three 1nontha a fter the enactment o f the bi ll. 
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,.p ~he hear ings and d i scussions on t he bill w1ll cer t a inly last many 
""'a, the silver producers Will have a peri od Of at l ea s t f our tO 

n ve oon ~u s in wh i ch to make wha t ever adjuo t :nents may be necessary. 
snver ,ulned duri ng the period of su spension 11ould not be eligi ble 
ror purcl,.o.se by the Tr easury as newl y-ruined docestic s i l ver when 
o;•.r e.11e r l!:ency is ter 01innted . 

.. s the supply of silver available for indus try wi ll be increased 

0 t e tull amount of the domestic output , a nd ae t he Tr easury will 
•c , ble to sel l silver a t 35 cents an ounce or more, 1 t ls not re­
~1rded s s necessary t o provide tor lending Treasury silver for r e-
~ Vl·ro.hlP i ndustria l uses. 

'!'h~ ad ve ntages of ·suspending s i lver purchases at thi s t i me are 
el' ~ r . They a re as follows: 

l . The labor, equip~ent, and ~terials released from mines 
r r>d• >ce !)redoolna ntly &ilver can be ut1Hzed 1n the wa r 

•!!:>rt. The increased su!)ply of silver in t ne domestic mer'<et will 
~,oebly d r ive down somewhat the p rice o f s i l ver but with a lower 
•lee ot pll ver more 1• i ll be used in industry and more or the com­

peting ~etels r.ill oe tree for defense use. 

" . The South Americun countries producing e1lver are accumu­
-~ t.111e t :Old a nd dollar balance s now. The refore, a s light ly reduced 
·rlne of s ilver will not ci gn11'1oantly impai r their exchange 
oe1ti on particularly a s t h e pri nc i pc.l effect or the lower pri ce 
Ul b e t o reduce prcf1 t s wi thdre.v:n i n dollar e:r.chant~e by American 
•in~ o~·ners . 

Tnough 1t is t rt:e tha t our silver purchases are i nflationary 
n~ ~~ou~ much can be made or tha t in publ ic discussi on, actu~lly 

t e e:. tent t o Yh ich th e c oi nage ot silver adds to the money supp ly 
f b country is so negli gible o.s to warrant l i t t l e emphasis on 

t.r, l s a spec t or thE> problem. 

Tile chief objection t o suspendi ng t he purchase or silver 1e 
t. ~ t it wi ll reduc e the r e ce ipts nnd hence th e output of mines 
N<i~cln t! eop!)er, lead, e nd zinc along wi th s i lver. T!'!i s is a 

•Prious objection i n view or the need t or these materials tor 
e! ~n e e , out it ee n be ulet very simp ly by the '.etale Reserve 

\:ornoretion which already has t l'>e a•> thority :llld pursues the 
ol1cy ot paying h i gher prices tor higher-coat output. 

-· .e appliee tion or this policy to the silver problem need a 
~o new legislation but roer&ly requires a pri or understandi ng 

•· t t Sr cr eta ry J ones t h.~ t h e will t ake ea rl' ot such contingencies, 
•o t r ~ r hen appearing before the Congressional Comffi1 t tees you 
i ll be able successfully to mee t any objection that c es sation 
r doou~stic s1lver purchased by the Treasury w1ll r educe the 
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sup~ly ot do~estioally-mlned copper, lead, and ~inc. With regard 
to !ore i ;sn copper, lead , and z.inc, produced along with ail ver, the 
Ptels i'eserve Corporl\ tlan can, in exceptional oases, also pay 

el1{~-tly u1ore tor ouch me t als . In any case , the dec rease i n price 
~0 fo reign silver producers will probably not be large enough to 
seriously curtail p roduction abroad during wa r time. 

Two disadvantages in susp ending the s i lver purchase y rogram 

1. It ~ill be interpreted e.s a conteeoion by the Admlnis­
trE<t ian tnp t its silver purchase p rogram v.as a miot ake. I think 
t t c1t.f! t be justly said , however, that t ne silver purc}lase progra;n 
r.Ue not su i ted t o a country at war was well eui ted to a country 
~ depression . Nonetheless , the ctep will be herald ed by the press 
eno co .... aent~tora as th e "de~~rved end of a ridiculous poli cy 
i nsti tuted by t ne present administration . • 

2 . If the suspensi on of s ilver purchases were to reduce -the 
,crke t ~rice o r silver bela" 35 cents an ounce, it ~auld show an 
even ~ reater dispari ty be tween the market price of silver and the 
vclue of silver bullion on the boolta of the Treasury . Howe ve r, 
nle ee very considerable quantities of silver are sold at 35 cent s 
n ounoe , there will be no bookkeepi ng l ose. 
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To eu.poad ~ prorleioaa of the 
SUTsr Parchue .lot of 1934 8Dd of 
the .lot of lu.J:r 6, 19)9, t.o prorlde 
far the IJ&l.o of ell Tor, md far other 
purposee. 

Do it •egttd br tho Seg•to M4 Reo at Rapraooptat;iya• ot 

tb• Qrttt4 st,at.ea at '"'r'M 1p Oms••• M-bl•, That Section 3 of 

the SU'Al' Parchue Aot. of 1934, 48 Stat . U78 (u.s.c. , title 31, 

.. o. 734&), 1a herabT suspcdecls l'Xpr14td , That not.Jrl.n& 1n t.h1a Act 

ehall be coaotl'\led t.o llait the aut.hOl'itT of the S.oreta17 of the 

Treuury to CfUTT CIUt the Jll"G'rlaiale of fUXT cCDtract or acre-nt 

aado J"'l'IIWlt to Mid seot.:l.cG prior to tho waot.Joent o! t.h1a .let, 

or to o.cqu1ro awl ll8.b pa;yment tor sllnr J"'l'IIWlt to fUXT ouch con-

Seo. 2. Seot.ioo 4 of the Act of lu.J:r 6, 19)9, 5) Stet. 998 

(U.s. c ., Utle )1, Me, J16c), b harobT suapeoded, euch suapens:l.cG 

t.o beoCM efteot.iTO .., the DineU.th claT to~ the date of cact.­

MDt ot thie Act, 8Dd DO aUnt' !lined during tho period ot SUBJ*llicG 

ahaU be ~li«ihla tttr dopoeit piii'BIWlt t.o the prorlaiOill of &aid 

section 4• J>mr1d"'· That within euch ru.onahle tl.Ju after the 

efteot.iTo date o! euch euepe~~aioo aa the S.cretu.17 of the fl'eM\11'7 

ehall deiemine, the coinep !lints llhell, 1n aocorclanoo with the pro­

Ti810118 ot &aid eect.iell 4 of the Act ot JuJ;r 6, 1939, 4Dd the S.P­

lat10Q8 of tho Secretary of the !ftU\IlT inued therollllder, recoin 

m d settle tor deposita ot aUnt' !lined prior t.o t he effectiTe date 

of INGb auepcal.cG. 
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S.O. ). !he~~ ot the !reU\117, withoat reprd to~ 

other prorlei<m ot law, u hereby authariaed to eaU at b ... or 

abroad, ill alloh ucnmte, at aucb rat .. ill axoo81 ot tbir)'-t1n oenh 

per trot -• .999 tiDe, at alloh tiMe, IDd 11poo1 !NOh t"""' IDd OOD• 

diti<me u h8 M:T cleea reuoaa'ble aD4 Met adn.attapow~ to tbe pubUo 

illtereet, ~ •llnr bllll.1aD ill tbo IIOilotart otoaU ot the lhdted 

Stat .. DOt the held tar ....S.llpt1oll ot ~ ouhtaD41Dc ..Unr eertit1-

oat ... 

s.o. 4. S.otiooa 1 to ) , 11lo1""1n, shell reaain ill toroe 

oaJ.;r untU Deo•ber 31, 1944, alld &tter such 1ooti<ma - to be in 

toroe, ~ prorlaiOGe ot law ... Dded or ewopeDded tbereby shell be 

1n tiiU toroe and etteot aa thou&b tbio Act had not bHo euotod. 
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,. -· 1 ..... ill ~ ., .a.. 
lll<ru ru r '" "-' ot 19)4 _. et 
.... ~ ot hlT '· 19)9, "'pnrl4o 
tor .,.. ~ ot .u..,., ...S tw •• .......... 

'"' It » •p!Nfl Jrr Ny b•M e d 'M'' at l·m ..... &yee e( 

tbo lllyoJ' Pllroha" "-' ot 19)4, 41 ~. 1171 (0,1.0,, UUo 31, 

-· 7)4o), 1a lluo_, .. ., ..... , 'n='dcd fila\ DO\Il.1ac ill tbia .t.o\ 

ollall .... -.v...l "' u.i\ .... &.nllorl\:r ot .... loare\v:r ot \llo 

!ha_,. to oon;r IIOR \llo pnrleioao ot uq ~ or qrr \ 

Mdo pv_, to 11&14 ooo\i<lo pl'lor- k tbo _...., ot tllia .an, 
or to aoq..U. ADd ..reo ~t. to!' .U<ruJ' pv-\ to uq IIU4b--

Boo. 2. looiioa 4 or \llo ~ ot 11117 6, 19)9, S3 Ilia\, 99t 

(a.e.c., uu. :n, -. Jl6o), u boon• -P 'ed, ..,.. .... 1'"',,.,. 
'-~ oU..UYO oa \llo aiM~ U, tolloo1ac tbo d&t.o of -~ 

_, of tllio .an, ...S .ao all..,. IWMcl 4v1q tbo porio4 of IIUplf'oioa 

lhall be oliclhle fOJ' dopoiJit. pw-\ to tbo proyb1oao of 11&14 

otfooiin cla$o < ..ra -• e1ce ae tbo loent.u:r ot t.llo fi'OUIII7 

lball dot.oniM, \llo ootaq. IJiot.o ollall, ill ..-.s-- nih t.llo pro­

Yioi<loo ot ..U ~oe 4 ot t.llo All\ of 11&1¥ 6, 1939, oad \llo a...­
laU ou of tbo loent.&r7 of \llo ,....,._,. ia!Ned .,.orotador, J'Oooift 

and 110\\b fo;r d&pooit.o of ollftJ' a1AI04 Pl'iol' to t.ho ottooU<ro 4ah 

or 1Mb tnaap0ao1oe, 
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s.o. ), !he ~ or •e fro~, 111\Ma nprol te azq 

oilier pi'OYialca of law, 1a barebT &11\borbad \o ..U a\ h- flllt 

olll'oa4, 1A INOh uo-'•• a neb 1'&\ .. 1A *""•• of ~n -'• 

per \II'OJ' o- .999 na., a\ neb \iaea, mel 11po11 ... krae &114-

cli\1<>68 u he ~ d.- -Ill• mel ..,., ..t..u.,._ \ o \be plllllJAI 

14\aren, 87 •ll•aJ' '-111m 1A \be -e\arJ' a\ooka or \he Oai\ad 

oaW•· 

Sao. 4. S..Uau 1 \o ), 1Aol...tn, &ball~ 1A fOI'Oe 

aal.J' wa\U O.O.MI' .ll, 1944, aad &fhr •'*' aeo\lcaa - to be 1A 

tofte, 87 prowlaiou of law -.lad or &~&&pelldad \h-bJ eb&ll be 

1a Ml f- mel etten aa ~ •1• .&o\ hacl not. .,._ e~~&o\ad, 

34 

Regraded Unclassified



35 

:.rarch 9 , 1942. 

'fhe Secretary 

I und~r•tand t h&t. t'le Attomey General has 5tated that there 
rill be 1\eotrcyed 567 ,ooo,ooo gallons or boctler msh a.nd tr.at he has 
iro'l'.lired why tris could not l:e cortvorted into distilled alcohol . 

llurir.f the ~iecal yeAr 191.1, tl'e followillf qUAnt-i tie~ o~ 
al~nhol, distilled l$pirits ard a:~Jsh ""re sehed: 

Alcohol - - - - - - - - - - - - - - 40, 41,9 l'&llo:><: 
Lon- proof ClOOnshine spirits - - - - 2J4,947 " 
taeh - - - - - - - - - - - - - - - 6, G6S ,078 " 

It is t hP oolicy of t!.e Alcohol Tax ITnit to reoove all 
dit'.tillinr equipoent and n~aterials havinr a tanpible Wllue to a place 
ot s ~orar,e whene·;er t!te cost of removal is not. out of pro!)?rtion to 
the val\tc or the property . All alcohol nei?.ed at illicit distilleries 
is r er • .,ved, rorfei ted ann clear ed for rlhpooi tion tt.rour;h the Pr o­
curomont Otvision except in those in.otonc~s ,-,here t he distillery io 
in such an 1naccess1ble pl ace tha t the cost or removal exceeds the 
value o: the alcohol . 

'l!tc cost of reooval and re- distillat ion of lcr:-:-oroof 
1110Qnsh1ne cpirits exceeds its value at tho tir..e of seizure and hence 
b destroyed on the prenises . The cem orceodure is followed with 
tl c mMb. '!'he 6 , t'-60, 071l r allons of r.'lalt aei:<'CI in 1941 '""' taken froc 
11,000 differe~t 1ll1c1t <listillcries, dnost all of which were in 
inaccessible locations. 

!:r. ~erkshi re reoort.s to me that he kn01rs of no alcohol, 
1""--rroor ooonshine spirits or rosh 1:1 t.h~ cuatod:r of the Department 
of Juattce anti that the Treasury Department not only h8s no quantity 
or 101<- proof moonshine spirita or mash but does no t contemplote any 
clvlnro in i t s policy t o retain rather than to destroy either or these 
two co!l'l'lodi ties . 

Regraded Unclassified



HMJr: 

Operator: 

HMJr: 

Robert 
Patter eon: 

HMJr : 

PI 

fii(Jr : 

P: 

fii(Jr : 

P: 

HMJr: 

p; 

HMJr : 

P: 

HMJr: 

P: 

HIIJr : 

P: 

Bdlo. 

Mr. Pattereon. 

Bello. Bello, Bob. 

Hello, Henry. 

How are 70u' 

Fine. 

ICaroh 9. 1942 
10: 31 a. a. 

36 

Bob, I ' d like it you could olear up eoaeth1ng 
tor ae. 

Yee. 

I e it oorreot or 1noorreot that the Ara7 no 
longer aooepte • olunteere exoept t or the Air 
Corps. 

No, it aooepte them t or all. 

It does. 

Yee. In two wa71. 

Yes. 

A aan oan go to a regular recruiting station, 
or be oan go to bil looal dran board and stand 
t ortb ae a •olunteer and be eent i n b7 thea. 

Ie that - t hat etill ie true? 

That still ie true. 

Because I wae t old yeeterda7 b7 a General, who 
eball be nameleaa, that they no longer took them 
other than tor the Air Corpe. 

Well- no, they'll take any reoruite. They no 
longer can epeo1ty their branch ot eervioe, like 
1ntantr7 or ca•alr7 or tield art1llerA or eoae­
th1ng. The7 Juet are taken into the ra,. at the 
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P: 

HMJr: 

P: 

HMJr: 

P: 

HIIJr: 
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IIMJr : 

P: 

HMJr: 

P: 

HIIJr: 

P: 

HIIJr: 

P: 

HMJr : 

P: 
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recruiting etation, eent to a reception center, 
and are there aeeigned t o a branch, and theJ 
nave no right to take their own. 

X ea. 

But theJ'll take reoruite. 

But during thAt • •••• 

I aade inqulrJ on 1t v1th1n the laet week. 

Xou did. 

x ... 
But once theJ aet i n there, it th1a man want• 
t o be a eand.idate tor the ott1oere' training 
eohool once he gete in atter hie three montba, 
he can become a candidate, can't hat 

X ea. 

Xee. 

Ie that correct? 

Xes. That le right. 

But let me juat go through - it a aan wante to 
volunteer, he goea to hla - he goea where? 

Be can either go t o an A~ recruiting atat1on • •••• 

x ... 
••••• aa in Beeton or New Xork; or he can go to 
hie local dratt board. 

I aee. And aaJ be vante to volunteer. Would 1t 
be an awtul lot ot bother to have one ot Jour 
people just give me the thing in Army language? 

I'll aend a little memo over to JOU. 
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IDIJr: 

P: 

IDIJr: 

P: 

IDIJr: 

P: 

RKJrs 

P: 

IDIJr: 

P: 

IDIJr : 

P: 

IDIJr: 

P: 

IDIJr : 

Pt 

IIMJr: 

Pt 

- ' -
Juat ha'fe eoaebodT write it ou, , 

I'll aend a li,tl e aeao oYer t o J OU. 

38 

Juet it a pereon wan,ed to - a bo7 wanted to 
Yolunteer, how would he do i t . 

Yeah. 

And then •• . • • 

I'•• got the thing up baoauee it atteota- &1 
ovn bo7 1e going to do it. 

Wall ••••• 

And he - I told hia to go to the ANJ recru1 ting 
atation in Boston. 

Your ovn boJ '• going to do i t. 

Yeah. 

And then - did JOU work i t out troa them - I 
mean, how he oan become a candidate tor ottioera' 
t ra1ningt 

He - Jea, he oan - he'll be taken in and aent to 
one ot what the7 call the replacement t raining 
oentera. 

Yea. 

Intantr7 or artiller, or oaYalrJ or aQJthing 
elee, and he aakea appli cati on to go to an 
o!!i oera' candidate eohool and ie eligible to 
go after t our aonthe. 

I aee. Well, doe• it ••••• 

He will ha'fe to aer'fe 1n the ranke tour aonthe. 

Doee 1t make a difference what reception center 
he goee to ae to what branch of the aer'fioe he 
wants to go t ot 

Yee. The reception - oh, no , not reoep,ion 
center . 
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IIMJr: 

P: 

HMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJr: 

P: 

IIMJr : 

P: 

IIMJr: 

P: 

IIMJr: 

Well, wba t' • ~e next thine where be •••• • 
' Replao .. ent tra1n1Dg oenter. 

Doee 1t aaie a d1tterenoet 

Well, be - the replaoeaent tra1n1ng oenter wlll, 
wben be gete into one ot ~011 - tbat' e tor 
1ntantry, eay , that pretty auob eete what branoh 
ot t he eerv1oe be'e &o1ng to be aee1gned t o. 

So 1t be vante to go 1nto 1ntantry or oaTalrr, 
be's sot to aake up ble a1nd at the time be goee 
ln. 

Well , yee, and be oould only etate ble preterenoe 
and he aay not get eent to 1t. 

I see. 

I n the old daye, a year ago, a aan who volunteered 
tor ~e regular Aray oould eay, •r want to aerTe 
1n the 1ntantry. 1 

Yeah. 

And that would be the tera ot hla enliataent. 

Yeah. 

He oan't do that any more. 

Yeah. 

All be can N Y ie, 1 1 would preter t o eerve 1n 
the 1nt antr y. 0 Maybe be gete it, am aybe be 1 e 
eent to the Quarteraaeter Corps. 

I eee. 

But I'll send you a l 1ttle aemo OTer . 

Would you? 

You bet. 

I a ean, Just the way you'd do i t tor your boy; 
beoauee I haTe ay boy in Gl1nd aleo. 
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I!MJr: 
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I!MJr: 

P: 

I!MJr: 
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IDIJr: 
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leah. 

lOU aee? 

Yeah. 

And he'• 1ntaraated. 

Yeah. 
thing. 
Corps. 

!he Air Cor pa , ot oourae , is a separate 
You oan Yoluntear d1reot tor the Air 

No, he isn't thinking ot the Air Cor ps. 

ftlat'a that F171ng Cadet Couree , and eo on. 

Yea. 

That'• a d1tterent thing. 

And 1e there an7thing over there that you1 Ye 
go t which desor1bea eaoh ot the eerY1cest 

Yea. 

There 18. 

lea. 

Could that ba aent over, toot 

Yu. I can 4o 1t. 

Thank J OU eo auob. 

R1~t. Good-bye. 
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WAR DI!PARTMIHT 

OFFICI: CW THE UNDeR III!CRETARY 

WMHINCI'TON. D. C.. 

!larch 9, 1942 

The Honorable Henry Morgenthau, Jr. 
Secretary of the Treasury 

Washington, D. C. 

Dear Hr. Secret ary : 

(A f• - ,. J .. H 

The following is the information which you requested 
1:ith respect to enlistment i n the Army: 

Men aged lS to 36 may enlist at any U.s. Army Re­
crui:ing Station and men aged lS to 45 may volunteer for in­
duction at the i r Selective Service local board. At both the 
recrui ting station and the loca~ boards men a ged l S to 27 
may enl i st in the Army A1r Force. There are only two choices 
avai lable, the Army A1r Force and the Army or the United States . 

At the reception centers where the men are sent after 
i nduction they are classified and assigned to the vari ous 
bt•anches of the servi ce. In their classification they may 
sta te a preference tor a branch of the service , such as the 
Field Artillery , and if there are vacancies in such branch and 
they possess the requisite qualifications, they are assigned 
to the branch of their preference. 

All men in t he ranks have an opportunity to qualify 
fot· an Offlcere Candi date School after three months service as 
an enlisted man. It i s expected that in th i s calendar year 
there will be approximately 75,000 commi ssions given to gradu­
ates of the Offi cers Candi date Schools in the Ground Forces 
alone. :!en who enlist in the Air Force and pass the necessary 
test for a flying cadet at complet i on or their training period 
are commissioned in the Air Force. Most or the flying personnel 
in the Air Force, such as pilots, navigator s and bombardiers 
are oom~iasioned personnel . The A1r Force offers one of the 
broades t opportunities for a young man to become a commissioned 
officer. 

I trust the f orego i ng information 1s sufficient for 
yout• purposes . It not, I w1ll be glad to furnish you further 
deta1la . 

Best wishes. 

~()~j:;tt=s,=-~---4 
Robert P. Patterson, 

Under Secretary or War. 

Regraded Unclassified



HMJr: 

Operttor: 

liMJr: 

Graoe 
Tully: 

HMJr: 

T: 

liMJr : 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

liMJr: 

T: 

IIMJr: 

T: 

HMJr : 

T: 

Hello. 

Mi a& Tully. 

Hello. 

March 9 , 1942 
2:J8 p. a. 

Yea, Mr. Seo•·etary. Hov are JOU, air? 

I ' • very tine. 

Tbat 'e good. 

Pbyeicall7. 

Good. 

Mentall7, I'll let you eay. 

(Laughs) You aound all right to me; I think 
I'll paee 7ou. 

Thank you. It the Preaident~ ie tree and 
kindly, I'd like to have a li ttle chin 
Wedneeday morning. 

I eee. All right, air. 

You don't eound very enthueiaatic. 

I don 1 t know wha t 1 a happening Wed.needay morning, 
but I can let you know. I heard a et or7 about 
you. 

What vee that? 

Got a minutet 

I've got ten minutes. 

Well , the President' s supposed to be driving 
around - up around Hyde Park, •••• 

Yea. 

••••• and got into the adjacent county. 
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Yee. 

And ran out ot gae . 

Yea. 

Have you heard it' 

No, no. 

And so he - they wanted to get aome gas and 
they asked him t or the money, and be didn't 
have ~Y money With hi•. 

Yeah. 

8o he decided he'd have to get a check cashed 
and he vent to the bank 1n tble little place 
and presented the check. 

Uh hub. 

Well, they looked at 1t, and it vas a pretty 
big check to buy gasoline v1th. 

Yeah. 

So the~ decided they'd have to c&ll Secretary 
Morgentbau and aek h1m about th1s check, ac 
they called you. 

Yeah. 

4.3 

And you ea1d, vall, ya1. Be told you all about 
hll running OUt Of gal, you I Be 0 and dldn 1 t 
have any money, and eo t ortb and •.... 

Wait a minute. The Preeident call ed me or 
the bank called me? 

No, no, the vice preeident ot the bank called 
you. 

Oh, the v1ce president ot the bank. 

Yea. 
your 
oaab 

Becauae it va1 10 big a check he wanted 
eay-10 on it, whether it vas all right to 
1t. · 
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Xeah. 

And ao you ea.1d, •Wall, now, you've told • e all 
the c.1rcuaatancea and you told •e .1t 1 e a b.1g 
check. Hew b.1g 1• .1tt• 

Yeah. 

The vice preaident eaye, "It's tor a million 
dollars. • 

Yeah. 

And you sai d, "Ob, give h1• a hundred. He 
won 't know the difference. • 

(Laughs) 

I haven't told that to h1• yet, but I will. 
(Laughs) 

(Laughs) 

I haven't beard a real good Joke in a long 
time, and I l ike that one. 

(Laughs) Oh, that's wo nder f ul. 

That 1 s pretty treeh on your par t , but atill • .••• 
(Laughs) 

Pretty treab on ar partt (Laughs) Oh, that ' s 
the tirat good bellJ laugh I ' ve had in I don't 
know when. 

Good. 

Come up and ••• Ill eomet1me . 

All right, tine, I will. (Laugha) 

(Laughs) Oh, good. 

I' ll call you later on the othe r . 

All right. 

Good-bye. (Laughs ) 
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llarcb 9, 1942 

Meeting 1n the Secretary's O!t1ce 
llarch9, 1942 

2:30p.m. 

Present: J.lr. A. Law 
ur. w. llorris 
ur . T. Helgeson 
!.lr. c. Bland 
!.Irs . Klot z ) Truaury 
llr . White ) 

45 

Three of these men were fraa the Pontiac plant in Flint, llichigan. 
(The fourth was fraa the C. I . O orgmi.zation in Wuhingtan . ) '!'hey had 
telegraphed last week to Secretary Jlorgentbau asking tor an appoint.-
11\ent. This conference was in answer to that telegr• , 

Their spokesman stated that the plant normally employed 5, 200 
persons, but that since January 28 only 500 had been empl oyed (they 

. alao had a three-week l~ff during the Christmas s eason) . Of the 
500 now 1n the plant, 250 were tool and dye workers who wer e doing 
virtually nothing, These tool and dye workers, though on the pay roll, 
had requested to be pel'llitted to go to scrJe other plant where they 
could be helping to produce, but were told they would have to resign 
to do so. Inasmuch aa that :oeant loss of seniorit<)', they preferred to 
at.y though thay were not enaaged in production, 

The representatives or the !Den had requested /1.-.pl&nt manager to 
gi'te them s011e indication of when work might ~ ~!'.e~lll>ed, but were un­
ablo to get any satisfactory explanation frOG Qii:p;Lan~ ll\6ft"!er. They 
hoped that the Secretary would be abl e to suggest how they mi ght pro­
ceed to &•t sane information or assurance that there would be work, 
They stated that unleu the men were promised work s oon, s0111e of the 
:non would have to move and try to get work in other parte of the 
co~:ntry. They a.lso add that the c orale of the nen would be s erio:>aly 
e.!!'ected . 

The Secretary aalced what they thought their plant could prodi!Ce , 
Th<rJ sai d they thought i t could produce ""'bulan cos or fire trucks . 
The Secr e tary asked whether they .thought they could produce •invasion 
landinG" bo<lta , They replied that they had a modern plant with terce 
presses, welders, and other skilled workers and they felt the plant 
could be adapt ed to such work. 
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The Secr•tary telephoned Assistant Secretary ot the Navy 
Patter son, and told Patterson that he hlld this delegation of workers 
rrom the Ponti ac plant in his office who wanted to obtein some work 
tor their plant, He asked Patterson whether he could give th811l a.n,y 
time t o listen to their story to see whether ho (Yr . Patterson) 
coul d be of any assistance in getting that idle plant working on 
acme defense needs. Patterson repli ed that if they would cQCe over 
at once he would talk with them, They left at once tor Mr. Patterson ' s 
ortice . 

The Secretary as ked the men to l et him know ot the results t hey 
obteined . 
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Rallo. 

Mr. Pe.ttereon. 

Hello. Bob. 

Ye&, Henry. 

Marob 9, 1942 
2: 56 p ••• 

Henry. I'm beck at you age.in todar. 

Yeab. 

Bob, I've got a very tine delegation bere 
ot automobile worker s from Pontiac. Remember 
you and I we nt into that once before? 

Yeah. 

And w1tb your belp we were euooeeetul. They 
represent five thouaand workers tram Pontiac 
with no work and nothing in eight. Hello. 

Yeah. 

And they want to go to work. 

Yeah. 

I wondered 1t rou oculd give them enough time 
to bear their etorr, beoauae ••••• 

I ' d be glad to aee them. I can eee tbem right 
now it they can come over. 

That's wonderful. 

I'a in the new War Department building at 
Twenty-first Street and Virginia Avenue. 

Well, how can I get them into your building? 

Oh, ther ' ll paee them. 

They will be? 
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Yea. I'll eend down word. 

Well •..•• 

How many? 

There are tour ot them. 

Yea. 

Mr. Bland - hello. 

Yea. 

Mr. Law. 

Right. 

And Mr. Morrie. 

Mr. Bland and party. 

Mr. C. Bland and party. 

Right. 

I'll eend- they'll be there in ten minutee. 

Right. 

And, ae I eay, they want to go to work. 

Yeah, Yeah. I 111 be glad t o eee them. 

It'e a General Motors plant. 

Yeah. 

Let me know it there's anything you can do. 

I will, Henr y. Send them over. 

Thank you. 

You bet. 
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FINANCING 
·~ 

Present : Ur . Haas~ 
Ur . Buffingt on· 
Mr . Murphy' 
Ur. Lindow• 
l!r. Bell• 
!olr . Stewart' 
L!r . Viner• 
J.:r . Sullivan J 

Uarch 9, 1942 
3:00p. m. 

H.W.. JR: Say, l i sten, Dan, if you are ~oing to go 
to War Bonds i nst ead of Defense Bonds, why aon't you 
stop the buying? 

l.ffi . BELL: We have . 

H. M. JR: As of when? 

(~. SteVIar t and Mr . Viner entered the conference . ) 

~. BELL : Oh, last Friday. 

H.~ . JR : Did you? 

L::l. . BELL : Yes . :le have got in the mill eighteen 
million bonds. 

H.U.JR: Well, you have got twenty- five million 
on hand. 

l.nL BELL: Yes, and we have got eighteen million 
more in the mill. That is over forty million bonds we 
have zot on hand that we can ' t possibly use before July 1. 

Regraded Unclassified



50 

- 2 -

l! . !L. JR: I don't asree with you. I believe you can 
sell War Bonds and heve them stamped Defense Bonds and 
nobocly will know the difference. Walter Ste1vart wouldn •t 
know the difference . He never looks at a bond . 

MR. S'rEV.'ART: I certainly wouldn't kno1v the dif-
ference . 

H.M. JR: Would you look at a bond to see whether it 
is a ·.Yar Bond or a Defense Bond? 

!,ffi . STEWART : No. 

I! . !.!. JR: There you are . He is just the people . 

!.!R. BELL: Well , I am not a promotion man. I would 
like to do that . You will have to talk t o Harold Graves' 
section. 

I!.M. JR: Well , I don't care, Den, I am not goin~ to 
wait after the firs t of July for anybody. 

t:R. BELL: 'Hell, 1' e are planning to go July 1 to ;var 
Bonds and dis~ose of as many of what we have ~t in the 
mill as possihle. 

H. J.I.Jit : Mr. St acy May - have you got a pencil? 

L!R. BELL: Yes . 

H. l.f. JR: ... says that January - his figur es show 
that there were two and a half billion dollars spent, 
he figures, on the war . 

MR. BELL: January? 

ll . ll.JR: Jnnuary. February, his tentative fi gure 
is two billion six. ~e spent four billion in June and 
five and a half in December. Thnt was as of March 7. I 
am planning to see him every two weeks now. 

Ill!, BELL: That includes all expenditures? 
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H.U.JR: Everything. He says it includes factories 
which are being started and Lend-Lease and everything 
for war. 

1m. BELL: Well, ours includes Lend-Lease , but they 
don' t include RFC. 

war . 
H.lJ. Jll : Well, he said everythinr, that is for the 

lffi . BELL: Does the t include private? 

H.U.JR: No, I don ' t think so . 

MR. BELL: Just governmental expenditures? 

H. IJ.JR: Yes . Call him up, Haas, and ask Stacy ~!ay 
on that question, will you? Ask him, George, whether 
that is private or governmental. 

i•!R. BELL: I think he includes all the Defense Pl ant 
and the IU'C and those subsidiaries plus the Treasury, and 
he rnay put his on his checks-issued basis . 

H.M. JR: Can I pass along the compliments you gave 
the boys at l unch? 

l:R. STE7ART: Yes, indeed. 

H.M. JR: Mr . Stewart said that George and you men 
were doing a better job in this war than was done in the 
last war in preparine the technical material for financ­
ing, which I thou3ht was qui te a compliment , coming from 
Mr . Stewart . 

Jt.R . HAAS: Thank you. We appreciate it greatly. 

H.M. JR: He said you didn't look quite as much like 
cranks as some of the other fellows. 

All right, Dan, you are licked before you start. 
(Laughter) 
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WR. BELL: I suppose so. \'/hat is the use of start­
ing then, if we are al ready licked? 

H.M. JR: Well , go on, let ' a have the program. 

MR. BELL : Vlell , it is quite large, and I suppose 
the best way to do is just aoout wh.nt we did this morn­
ing. Viner and Stewart will take these tables and 
eliminate some of the detail and let each one of these 
boys explain what the table means, and we will get at 
the finel problem that way. 

Lindow, would you ~ive the Secretary that Table 1 
and 2 and just hi t the high spots? 

MR. LINDOJ: I think you have seen these tables in 
an earlier draft . The first · table shows the flow of 
goods and services to Government and to nrivate sectors 
of the economy and compares the applicatlon of incomes 
made available as between these two sectors, puttin~ the 
savings and taxes against the Government sectors , since 
we can borrow the savings either directly or indirectly, 
and it shows that Government will have available t hrough 
taxes and savings el even billion dollars l ess than i t 
will spend for goods and services. Similarly, private 
persons will have available for spending after their 
savings eleven bil lion dollars more for goods and 
services than there are goods and services available. 

H.U.JR: It sounds like a phoney to me. (Laughter) 
I mean, the fact they co~e out the same isn't an accident? 

I.IR. LIN00.7: No, that is the mirror of it. The 
fact that Government doesn't take al!a:<f that extra eleven 
billion from individuals leaves it with them and leaves 
us short. 

H.li.JR: I see. 

MR. LINDC1.'/ : That is the so- called gap. 

Now, from this table we have picked up the savings 
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figures which add to twenty-six point five billions , 
and we usually apply them--

(Disoussion off the record . ) 

MR. LINOO.'I: So in the second table we t ake the 
amount t hat we have to finance, which is thirty-nine 
point eight billions , and we say that there are two 
sources of funds , two broad sour ces . The first is the 
savings and accumulations from current income during the 
year, which v1e get f r om the first table. So much for 
oersonal savings, so much for business savinss, so much 
?or depreciation funds that aren't spent by corporations, 
those 1te~s . ~e dist ribute them over the various types 
of Government securities which we would sell. We would 
do that by applying some of the savin; s as direct invest­
ments, individuals buying baby bonds , for example, and 
also the indirect items where they might repay a bank 
loan or they pay money to insurance companies, and they 
have a net increase in their assets, and t hen they can 
buy ordinary marketable i ssues , so VIe do that for each 
type of Government security , make the best estimat es we 
can. Then we have a residual amount which has to be 
borrowed as well , but we can' t get it f rom savings because 
there aren' t any l eft . We han broken the residual 
amount down into the funds we can get from idle balances . 

H.M.JR : How much can you get from savings? 

UR. LI IOOV: Tlventy-six and a half billions . 

H.U. JR: And that is what we should get f rom savings? 

MR. LIU00/1: Yes , sir . No, that wouldn 't be in 
savings bonds, 1!r. Secretary, because some of it we would 
get through banks. If n.n individual pays off a bank 
loan, then we could borrow the ~arne amount f rom the bank. 

Wo.r 
H. M. JR: Ho1v much are you sure v1e could get through 

Savings Bonds? 

MR. LHIOOJ: Seven bi llion two. 
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MR. BELL: That is from a non-inflationar;r source . 

MR. LINOO.'l : That is right , that is from current 
incomes. 'Ne show some others that would come fr om idle 
balances . We have a billion and a half in that, giving 
us eight points seven altogether, but you see the amounts 
individual s would pay to banks - a fellow pays on a 
houainr mortgage, for example. I£ he pays off that 
loan, then we can borrow from the bank the same.amount , 
and it is just as ~ood as thoueh we got it directly 
from the indivi dual, because the bank deposits went 
down When the fellow paid off his loan, and then the 
bank can buy a bond from us and the deposits will 
go back to just where they were before , and there has 
6een no inflationary effect, so out of the twenty-six 
and e half billions to tal savings, we figure \Ye can only 
get in savinf.S bonds a little over seven billion, but 
we would get from banks eight billion. 

(1~. Sullivan entered the conference.) 

(The Secretary held a telephone conver sation wi th 
Alex Budge of Honolulu.) 

MR. SULLIIAli: I turned this over to Randol ph Thurs­
day. There was a telegram. 

H.M.JR: I know. Tell Randolph, and yourself, put 
" little heart in this . The main thing I am worried about 
is the interest . 

UR. SULLIVAN: There is quite a lot t o it . 

H.M. JR: All right, but sometime tomorrow. They 
are worried over there , and the;r don' t know when they are 
going to be attac'ked again. You know. Haven't we got 
the right to waive i nterest? 

IJR . SULUVAIV: No . 

H.M.JR: Have you got to charge six? 

MR. SULLIVAN: Sure. 

H.M.JR: Under the law? 

-
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JJR. SULUVAJ; : If they are financially unable to 
pay it, you can comFromise the principal as well as the 
interest, but that 1sn' t the si tuation. There is a great 
deal ~ore in t his t hing. 

H.M. JR: Is t here? 

MR. ruLU VAN : Yes, sir . 

H. JJ. JR: He says it is the little fellows . Couldn't 
the fellow that has to vay five thousand dollars or l ess 
get the right to waive 1nt erest? 

tm. SULUVA!i : You can alr1ays compromise for 
inability to pay, sir. 

H .~.JR : I know, but thet keeps them on the--

MR. ruLLH AJ1: I think it would be very bad to gi ve 
them a blanket waiver, because there are a great many of 
those people who c.an afford to pay better than most 
people in this country. 

H.M. JR: ;•tell, I haven ' t been in on it, but let' s 
have a little heart over reason. 

:JR. SULLI VAli: All right. 

H.M. JR: I mean, I would approach it from that 
angle , John. 

MR. SUIJ,IVAN: Well , it is very diff icult not to 
go overboard . I mean, you get enou~ herd cases to--

l!. !J. JR: No, h-e-a-r-t . 

MR. SULLIVAN : 
not t o go overboard 
pointi ng. 

I know, but I say it is difficult 
in the direction in which you are 

H.!£. JR : Well, I wouldn't mind going overboard on 
interest . If it was a ques t ion of waiving interest, I 
wouldn ' t worry about that, even though we favor a couple 
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of big fellon. 

l!R. SULLIVAN: Well, we will talk with you about it. 

H.M. JR: I mean, that wouldn't worry me. 

MR. SULLIVAN: '.'/e will talk with you about it. 

H.M.JR: O.K. 

lffi . LI~~I: I wanted to explain that the twenty­
six point five billion tha t we estimated for savings, 
as well as all the other estimate~ which make all these 
parts into a logical whole, is based on existing habit 
patterns and pressures as we can see them at the time . 

Now, if you had a lot of rationing and that resulted 
in sterilizing some of the excess funds, it would result 
in greater savings . If you stepped up the baby bond 
program a great deal, that might result in greater sav­
ings and furthe r increases, you see. So that the 
twenty-oix five i s based on what we could see at the 
timo, rather than allowing for the future steps which 
were not already in the cards as we could see them. 

MR. BELL: Even advance of the taxes from last 
year to this year might have some effect. 

l.!R. LINOO"N: T'nat is right. Althoutth we did take 
into account the effect of the new tax b1ll which had 
been stated in the President ' s budget. 

MR. BELL: But not the withholding end of it? 

l.!R. LINDOW: That is right. So addinf: together, 
then, the twenty- six five from current savings and 
thirteen three from what we miyftt call inflationary 
sources, you get the thirty-nine eight that you have to 
get, and thnt incl udes borrowing from banks of eight 
point eight that doesn ' t come froo current savings. 
That is, it isn't offset by reductions in loans or the 
mere accumulation of bank balances. 
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MR. BELL: You will notice, Mr. Secretary, that 
this provides for seventeen billion dollars borrowing 
from the banks, in the next to the last column. 

MR. LINDOn: Thi s figure over here . 

~m . DEU: Eieht two comes from non-inflationary 
sources, and eight eight comes from inflat ionary sources . 

MR. LINDCIII: We have the two new proposed securities 
in here t oo. The new short-term one which we figure will 
yield about three point eight billions a.nd the new l oner­
term one which would give about two point six billions~ 
Also tax notes which we figure at a billion two. 

H . l!.J~ : '.Vell , I will say this , George, this is 
what I askod for anyway. 

Affi . HAAS: That is right . That is what you have 
been asking for. 

H.!.!. JR: You remember, I said where can lYe get it 
from. 

MR. HAAS : That is right . 

UR. Llt:OCm: I might say a 1vord about the estimates. 
tie talked to each of the members of the group that you 
asked to have a representative appointed from each 
agency. We went over the general approach and the 
figures in this table and although there are differences 
about individual figures here and there , nobody felt 
that the conclusi ons you would draw from the table were 
misleading. 

I! .M. JR: Would you publish this, Walter? 

tm. STE.WART: V/ell , if I published anything it would 
be this first Table 1. Then it seems to me I would do 
it at a time when I was making a drive for some particu­
lar way of meeting the eap, some combination of--

H.li. JR : You wouldn' t publish Table 2? 
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UR. STEWART: Those seem to me more - having a 
larger margin of error because Table 2 carries out the 
assumption that you are going to have the gap of eleven, 
that you have got to meet it by some method. If one 
said there is a gap of eleven, it has got to be met by 
some me thod, such as withholding taxes or more rationing 
or something else, what combination would meet it? This 
poses the question and this undertakes to answer it. 

1!.11.. JR: How about you, Jake? 

WR . VINER: V~, I think it would be helpful to 
publ ish one. It just possibly mi~t result in suggestions 
1.hich would either improve the estimating or - it would 
also be educat ional in terms of explaining to the public 
that there is a gap that has not yet been solved . I 
would agree with Stewart that I wouldn't publish two 
quite in its present form. I would like to see two 
published, too, but just relford it a little so it is 
more like one , as a problem chart. Thi s is still in a 
preliminary stage , because two really states - two is 
one carried i nto application and broken do1m, but it is -
two has no t yet been rev10rded as much as one has been 
reworded so as to indi cat e that it is a problem chart. 
Don't you agree that if two were to be published, it 
would be more of these--

J.IR . LU.'IXY!I: Yes. 

MR. VINER: ..• warning labels . I think I would be 
incl ined to have two published t oo, because if outside 
people were goi ng to get t o work on that , two would give 
them a good deal of help in testing ona . 

llR. LINJX)\V: The only difficulty I see in publish­
ing either table is that it might be misinterpreted. 
Eleven billions - the eleven billion problem has to 
ei ther be solved, Mr . Secretary, in order to retain the 
price assumptions we have made here, or the price rises 
will be a lot larger than we have allowed for, in which 
case the gap will be bigger than el even billions. 

II .M.JR: But Congress hasn ' t ye t got very excited 

• 
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about this price question . I t isn't - isn' t one of the 
ways to get them excit ed to show them something like this? 

MR. BELL: I think if you were making a drive for 
addi t ional taxes or something like that , it might be a 
good time to bri ng i t forwar d. 

MR. VINER: I thi nk that Stewart's point that one 
and two oughtn' t to be published unless there was to be 
some su3~estion to the public as to ways in which this 
nroblem could be met - in other words , the Treasury 
oughtn' t to throw a fiscal problem to the public. The 
Treasury has got to present programs to the public. It 
presents a problem and it also has to present at least 
a choice of solutions so that you would have to have in 
mind either an intensification of the tax program or 
withholding or forced saving or an inten3i fied Defense 
Savings Bond campaign or say, "This is going to be 
Henderson ' s part . " 

~~. HAAS: Henderson has already put out the con-
clusion of the tabl e. ' 

H.M. JR: Yes, but nothing like this. 

~. HAAS: But not the detai l of i t, and he - that 
is all I had. 

H.l!. JR: \\bat do you think, George? 

!m. BUFFINGTON: I think it is very enlightening 
to feel as Yr . Viner does, until you have got some sug­
gested soluti ons, it might be a dangerous or unwise thing 
to put it out . 

H.M. JR: I think I will sort of try it out. Now, 
where do we go on from here? Let me get the whole story 
first . Vfuat i s the next thing? 

MR. BELL: The next step is the table that Mr . Murphy 
will explain on the monthly financing . I don ' t think he 
needs to go into detail. He can point out the main 
figure there , the amount that will come from the member 

-
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banks of the Federal Reserve s,rstem. These two tables 
don 't jibe as t o figures , because this covers fi fteen 
months - sixteen months, rather. 

H.M. JR: Go ahead, Professor . 

~!R. BELL: Yes, sixteen months, whereas the other 
one covers the fiscal year . 
"':! 

!ffi . MURPHY: This table is to show by months how 
we ndzht finance a program set out by the fiscal year 
1943. :'ie set out by estimating that during this ti:ue 
we will get twenty-nine point nine of revenues, and I 
think it would be apropos to mention in this connection 
that in distributing these revenues between months in 
accordance with the proposal of~ . Paul and yourself 
before the House Ways end Means Committee, you don' t 
get the seven billion dol lars that the budget provides 
for during the fiscal year . You 11et seven billion dollars 
end more on an ultimate annual basis, but you don ' t get 
it as provided in the budget durine the fiscal year. 
So we have assumed in this table , putting it on a budget 
basis , that you will get seven billion dollars in the 
fiscal year and have distributed on that basis, but in 
order to real ize the whole twentf-nine point nine, i t 
would reouire to that extent a t1ghtening up in the 
tax proposals to advance collections so that you would 
get seven billion dollars during the fiscal year. That 
gives us our first figure of twenty-nine point nine of 
revenues to be received during the sixteen-month period . 

During that period, defense expenditures will be 
sixty -four point three , distributing the amount on a 
constantly rising scale . Non-defense expenditure is 
eight Point five, giving ua seventy- two point eight of 
expendltures. You will have a bud~et defici t of forty­
tvro point nine, and you will need rour point three i n 
addition fo r the corporat ions, giving the total amount 
to be financed, forty- seven point two . 

Now, we have estimated that you will be abl e to 
realize a total of five point five from trust funds . 
That includes the two billion dollars addition to the 
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Social Security program. And nineteen point one from 
non-marketable securities , which include the two tap 
securities . That will leave twenty-two point six to 
be rasied in the market during this period, of which 
r;e estiT.a te that you can get three point two from 
purchasers other than banks. You see, the initiation 
of taps will in itself take out most of the purchasers 
other than ban~s for your market securities . That will 
leave nineteen point four to be purchased by banks, of 
which we estimated that perhaps one point three could 
be sol d to non-member banks. That is assumine that they 
take the same share of the increase that they have of 
the present holdinr·s of securities, and an additional 
four point three could be snl d to the banks merely re­
olacing an equivalent amount of loans which will be 
decreased as a result of restrictions on consumer 
credit, priorities, allocations, et cetera. 7hat will 
leave thirteen point eight to be taken by the Federal 
Reserve ~stem and by the Federal Reserve S,rstem I mean 
the S;rstem and its members combined . 

If excess re3erves will be maintained at their 
~resent level, i gnorinr, all factors other than the 
1ncreased reserve - amount of required reserves which 
will occur merely from the member banks~ bonds and 
thereby increasing their deposits , the Federal Reserve 
Banks will have to purchase fifteen dollars and twenty­
four cents worth of securities for every dollar's worth 
that is taken by the Federal and members together . If 
they did that, the purchases by Federal would exactly 
offset the increased requi red reserves that would occur 
f rom the member banks purchasing the others. If that 
were done, then durin~ this sixteen months' per iod, t he 
member banks would pu;chase eleven point seven billion 
and Federal would purchase two point one billion of 
Governments. 

~. HAAS: That would increase reserves--

~. BELL : In other words, existing reserves of 
three billion plus and to sell t o the member banks eleven 
billion seven hundred million dollars to maintain those 
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reserves , the Federal Reserve banks woul d have to bUf 
two billion one hu.ndred million dollars worth of securities 
in the next fifteen months in the market in order to 
supply those reserves. 

H.l~. JR : How about if they change those reserves? 

MR. BELL: Well, that i s the srune effect . 

MR. MURPHY: Another way of doing it . 

H.U. JR: Is that an easier way? Doesn't that make 
it mentally easier for the banks? 

~. MURPliT: You mean the requirements? 

H.N. JR : I mean why can 't they l ower it. 

MR. !.liJRPHY : We have argued, and it would be better 
to purchase securities in the market rather than lower 
reserve r equirements for these reasons . In t he first 
place , it permits a much f iner, nicer adjustment than you 
can r,et by changes in re serve requirements. You can 
only change those very occasionally; and, in the second 
place , when reserve requi rements are reduced from t he 
point of view of an individual bank, it merely means 
this. It has the sane amount of money that it had before, 
but a law has been changed. Less of it is required. On 
the other hand, when the Federal Reserve S,ystem purchases 
securities in the market, from the standpoint of SO¥ 
individual bank, the only thing - impact on that bank 
is that it is getting additional money. The clearings 
are in its favor. Its money i s piling up and it seems to 
us that it is a far more effective psychological stimulus 
to a banker t o find money comine in throuch clearings 
with his old r equirements the same than to merely say, 
"You have got the same money as before , but we will 
morely cut down your requirements." It seems to have a 
much more effective lever . 

H.M. JR: Theoreticall y. 

YR. WRPHY : I would say practically. 
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H.M.JR: Theoretically I think it is lovely. How 
are you going to do this? On February 13 Guaranty Trust 
in New York had one-third - one-quarter of all the excess 
funds in !lew York, and they would.n' t buy any of our bonds 
except fifteen million. Now, how are you going to have 
that flow in there? 

l.t. 

~m. MURPHY : Well , I would say t wo things. 

H.M. JR: How are you going to control that? 

un. liAAS: Explain the bills, Henry. That will do 

H .~ . JR : I mean, how are you going to do it? Here 
is one bank that has one-quarter of all the excess re­
serves . 

MR. MURPHY: Could I make two points there, 1lr. 
Secretary. In the f i rs t place, contrasting open market 
operations with reduction in reserve requirements, which 
do you think would have t he most influence on your 
Guaranty people? 

If thnt three hundred mil lion becrune four hundred 
million , as far as th~y could see, merely because they 
had gotten new noney on one end, or if they simply 
received a notice from the Federal Reserve bank, a 
balance sheet stating exactly the same as it i s, say­
ing, "You know - your requirements are less . Now the 
excess is !ive hundred instead of three hundred . " 

And the second point, if we put out these tap 
securities and out our long long market and our non­
banking market on a tap basis , then having segregated the 
bank market, we will be able to mee t the Guaranty Trust 
Company half way. What Guaranty wants is short securi­
ties. 

• 
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H.L!.JR: That has 
reserves . The v1ay you 
their excess cash will 

got nothing t o do frith excess 
are going to do it, the Guaranty 
just increase by that much. 

~m. BELL: No t necessarily, because t he Federal 
wouldn ' t necessarily have to buy it from them. It 
could buy it f r om some other bank. The excess of t he 
Guaranty could remain the same . They could r8i:lain the 
sanae so far as the Guaranty is concerned. 

H.li. JR: Are they going to buy fram banks? They 
are going to buy from Govc~•ent dealers . 

~. B~: No, but if the Federal is buying in the 
Governnen t oarket and increasin~ t he holdi~gs of t he 
banks in general , the Guaranty an' t going to want to 
increase its reserves . It has got plenty . The bank t nat 
vrants excess reserves will sell securities . 

ll , l,i . JR: They can do that now . 

!·ilL BELL: That is r ight . 

J.:R. J,;tJRPh'Y: Even the banks t hat sell no securities 
will have t heir excess reserves increased . 

H .~ . JR : Henry , your plan is beautiful , but you 
rely - I have ~~ot to sit back here and rely on t he 
Federal Reserve Board f r OCI day to daJ' . On the other 
hauc!, if t hey chan;;e their requirements, t hen it is done. 
Otherwise, I have >;ot to oe after them every single da;r 
to do something. If rr. Eccles doesn ' t like it one day, 
he doesn 't do anyt hi ng. I mean, I have got to rely on 
them fra.1 da~ to day . On the .: ther hand, they do this 
thinp; in a l umo sum and thon - I mean, they just charar,e 
the reserves over night, and it is done . 

l.lH . BELL : Well, we were hoping that if we could 
carry t hrough this whole program- -

H.! :. JR: I mean, I have cot to sit here ana at the 
pleasure of io..r . Eccles , hov: much he is goinG to buy each 
day . Tho:: they get. in an argwer. t, and for one neek 
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they ~ay not do anythin~ . I mean, if you had a thing 
which was mechanical, llke making t he odds on a re.cing 
board, how much money you put in, t he odds automatically 
Ytent up and down , so t hat the t hin- disappeared auto­
matically through machinery, I wou~d be for you . I mean, 
if there was so much dropped i n here and then you had to 
multi ply - a machi ne worked electrically ana did t he 
multiplying on the thing, I would oo for you, but that 
happens to be ~r. Eccles, and ~r . Eccle~hasn 1 t always 
been for two and a ha l f percent money. 

l~l. •. :oHPiiY: Well , could you secure a comnibent with 
J:r . Eccles, i.(r . Secretary, by which until t he com::ibtent 
was dissolved by mutual consent , and of coune, it r;ould 
have to be endorsed by the multiplicitr of authorities 
they have over there , agree to ~eep excess reserves at a 
stipulated level by open market operations? 

1.::~ . BELL : At a mi niJL 1.1!:1 . 

L:ri.. J.:UP.PHY: At a mini..tr.um figure . 

:.m. !lELL: That i•as our hope . 

ll .ll . JR: Vie have had agreem·ents with them on buying 
bonds and after he goes t hree d.ays , he gets cold feet. 
If you were dealing r;i th - what do t hey call t nis, pari­
mu tuel? If you were dealing with a pari-mutuel that you 
sti ck to much money in, and up comes so many figures--

J.UL HAAS : That is ;-.hat you need. \,e were t r ;ing 
to work out some . I.e recognized the need for somethirog 
like that . 

11 .1:. J R: I don 1 t knor; how it works . I know you bet 
so much - I have seen it once i n my life - and t hen the 
thing changes , Hell, if you had o. formula that you 
borrowed so much and nut omutically it went that much, it 
would be fine, but you are up nr;ainst this human element . 

L~ . HAAS : That is ri ght . 

H.JJ. JR: Le t 'l i ner and Stewart - they always are 
friendl;,• with the Federal Reserve . I don 1 t mean to be 
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sarcastic . I mean that seriously. I mean, t hey are 
ahays for using them, Would you be willing, if you 
were Secretary of the Treasury, to have to rely on a day 
to day - either of you - a day to day operation? 

J~{ . VINER: At the present timo you have no alter­
native , The question is, which form shall the reliance 
take? If you can get an agreement f rom them to maintain 
a minimum of excess reserves , I t hink you have gotten a 
great deal. Now, I know from past exllerience that if 
It were open market operations they Dllght work so slowly 
and so grudgingly that it wouldn 't do the job. 

H.JJ . JR: That is what I mean . 

Lm. VI:~!l. : But I don't see why you oughtn ' t to get 
a firnt agreement from them that they will maintain it -
they will not let excess reserves fall below a particul ar 
minimum, and then I would say it is not a matter of very 
great consequence to you which of their two methods they 
use . 

H.M.JR: Can you write a formula , what the minimum 
should be? 

Mrt. VINER : I would ask Dan Bell, and t hen I would 
write it for you, 

l.!R . BELL: fie think the existing l evel is all right . 

H.M. JR: Vi ell, it i s too tight . 

MR. BELL : nel l , i t i s all right if they are spread 
properly. 

H.lt JR: Yes, but i'ou can 't spread them, Dan . We 
r1ent right up against t nis thing last time . 

lm. VH!ER: Well, I would say two things . 

H.l.t,JR: It was too de.mn tough. 

MH. VIHER: I r1ould have a minimum level and also a 
o.inillum level for New York, 
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H.L!.JR: What is the sense of having the thing so 
tight that you are operating around with a billion eleven -
twel ve hundred million and with one bank holding three 
hundred million. 

MR. VINER : New York is in a special position . 

H.M.JR: I don't see what is to be gained by keeping 
it so tight . It keeps interest rates hard, kee~s short 
ooney hard . I don't get it . They have got me 1n a vise . 
~~t were you going to say, Jack? 

JJR. VINER: I "ould say that I would like to see 
you ~et a pledge both as to the minilllum oveNill excess 
reserves and also as to the minimum excess reserves in 
the New York moneJ market, because there is a special 
situation in Ner; York . 

JU.l.JR: Right . 

10L VI!~I:R : And I think that New York situation is 
relativel y going to get worse rather than bet'ter. 

H .~.JR: I agree with you there . 

~a . VI!!ER: You have fundamental forces r1o rking to-­

H. LI. JR: Can they do that? Can t hey have "X" for 
the country and "Y" for the area? 

Lm. VINER: They can do that by chan~;ing-­

MR. HAAS: Changing designations . 

MR. VINER: They can do it partly that way. I 
think they might also conceivably do it by doing their 
open market buying in that form which New York buys 
heavily rather than in which the country buys. 

!.m. BELL: In other words, they can sell short- term 
securities, or buy short-term seouritios . 

lffi . VI!.~R : You see, if they buy short tems , 
that tends to build up the New York excess reserves 
rather than the country's. If t hey buy long terms, that 
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t ends more to build up the country's excess reserves , 
~ut , you can also reclassify New York. Is that the 
correct term? 

~m. HAAS: Reclassify, yes . 

68 

J.m. BElL: I don ' t know that it is quite clear that 
they can do it, but there is one vieT/ over there that 
they can reclassify New York and Chicago, doing away 
with central reserve cities which have a twenty-six per­
cent reserve, and lower that to - making it twenty percent . 

-- l!R. t!t."RPHY: Yes. It mi~ht not be legal, but there 
is no one that could bring SUlt against them. 

!JR. HAAS : I think it looks a little funny. 

l:R. !.iURPHY : It looks funny. It doesn 't seem to be 
what the law contemplates. 

H.U.JR: I don ' t want to eo through the same situa­
tion I did on the last financing . There is no excuse 
for having the thing as tight as it was in New York, 
absolutely no excuse. What do you think, Walter Stewart? 

lffi. STEWJ,RT: Well, there seem to be two human 
elements there. One is Eccles and the other is the 
Guaranty Trust Company. Under either method, whether 
you ha~e ~hanged excess reserves by chan&ing classifi­
es tion or changing the minimum or buyin& in the open 
market, any single bank can, if it wants to, run a 
corner . If neither one guarantees against it, I should 
have thought that nhat you wanted was a combination of 

. the two in some foru which did deal with the New York 
situation and with the Board both, but how you could 
got more than the understanding, agreement, I don ' t 
know, It is all you have got. There is no other way 
that I know of, except for administering the funds of 
a reserve system without agreement with the Federal 
Reserve Board on open market operations or somebody, so, 
I don 't see how you escape it. 
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H.JJ .JR: Well, I am •nllin& to modify IllY position 
thi& much. If you people could work out a formula of 
minimum excess reserves for the oountry,which is no 
lower than the present one, and one for New York, which 
is a more liberal one, because it i s too tight, see . 
The last one was too tight, Dan. I would want i t at 
least twenty-five percent more than i t wns i n the last 
financing . In other words, I want around - oh, I might 
&Uess a billion and a half. 

MR. BEll: How much did they lose t he last t ime in 
reserve requirements? 

!.!it. ?..'URPHY: I have got it here . 

69 

JdR. BEll: A billion dollars, wasn't it? No, about 
six hundred million . 

MR. L1n1PHY; The last week before the increase, 
excess in New York was one three forty-five, and the week 
after the increase it was seven sevent y-five, so it went 
dc1m a bout six hundred million . 

~m . HAllS : And now it is up nearly a billion . 

~m . !.:'URPHY: Nine fort;r four the last week . 

H . 1~. JR: Vlell, when the financing was a billion one 
and there was t hree hundred million in one bank which was 
f rozen, i t brought i t down to eight hundred million, you 
see . So, there r.as only ei&ht hundred million affected 
reserves--

tm. HAAS : A billion and a hal f is a good round figure , 

H. ll . JR: .. which was too little . They had me by the 
throat . I would like - I think you ought to have a billion 
and a half in New York . Now, I don 't - it is really no 
concern of mine, if they would guarantee to maintain a 
billion and a half i n New York, and how much for t he 
country? 

UR. BEll : A billion three . 
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!.!R. J.iURPHY: There is t hree point two the r e non. 
The last week in which you had a bigger one in !lew York 
v1a& Octobe r twenty- second. Things looked pretty well 
back there. I say the last week a t which they had a 
billion and a half in New York was October t wenty-seven, 
I would rathe r like to oe baok t here . 

H . ~ •• Ja: Yes . And how much for the country then? 

l:R. l..'URPHY : Four six, 

H .~ . JR : Row much is it novn 

UR. UURPHY : For the countr y it is three two, a nd 
II eT/ York- -

ll . ii. JR: We had four billion for t he country? 

Wt MURPHY: Four, six fifty - five for the country on 
October second. 

H. :,LJR: I wouldn ' t want to euees f or the cour. t ry . 
But a l i b9ral amount f or the country and a billion and 
a half minimum in !lew York , and they would maintain it 
there . 

!.!R. VI NER: You say fou r for t he country and one 
point five for New York would mean an easy mone;r market? 

!.m. STE\'.Aii.T : If you deal with New York--

L:R. BELL : New Yor k has had so::.ethin& under a t hird 
of t he reserves , 

J.!R . HAAS : A little over t hree outside ·l ew York 
v1ould be all right, I think . 

H.i.l . JR: Well , around four , a 1nini1num of f our or 
four and a half f or t he country and a billion and a half 
for N ev1 York, and they agree to ma intain it there . 

J .. R. HJ.AS : I should t hi nk outside of hell Yor k , f our 
v:ould be plenty, and then a billion and a half in New York 
and you would have five f i ve . 
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lffi. VINER: No, four is o~er-all. 

JAR. HAAS : Over-all? Oh, that is too tight . 

MR. VINER: Do you t hink it is too tight? 

Lilt HAJ.S: Yes • 

H.M. JR: Well, you would want to think about it. 

I.!R . HilliS : Yes . 

MR. 3ELL : They will argue that it isn' t tight 
no" \lith three to three and a half . 

H. i.: . JR: \'/ell, it is . 

!.!R. HAAS: That is over-all . 

H.M.JR: And t hey have no reason not to do it. 

MR. i.!UitPHY: Of course, it is the rise in short 
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money rates Tlhich perm.i ts a bank like Guarant y to hoe.rd 
three hundred mill ion. If pickings were t hinner, they 
would have to invest their three hundred million in order 
to ma~e their dividend. That is the truth. It is inter­
esting to note the.t Devine, in his annual review of the 
bond market , gives as factors that he thinks will keep 
the bond market strong the fact that i ncreased taxes 
and low money rates will force t he banks to increase 
their portfolios in order to maintain earnings . 

MR. BELL: Vlell, that is true. 

H. L!. JR: Well , l et me put it this way-­

}.ffi , BELL: It was demonstrated last week. 

H.ll . JR: ... this and taxes aro the mos t important 
things I have got . Why don't we continue t his tomorrow 
and let this other tiling go, this Dean Acheson thing? 
\ie will l et that go tomorrow &lid let ' s continue this 
discussion . 
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MR. BELL: You mean you won ' t have the big confer­
ence on Lend-Lease? 

H.M.JR: t!o , I won't have it at all. I want t o 
keep on this subject . Now, could you, Dan - it is ten 
minutes of four - could you sound out the Fed on this, 
or do you want to first make up your mind what you want 
before you see me again? 

J.!R . '3ELL : Well, I would like for you to get the 
complete picture first, because we have spent hours 
11ith the Federal, and had a conference with the:n, you 
recmber, a week ago Friday, all day. 
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H .~ . JR : But, supposing you just called up Eccles 
and said, "Look, we have been tallcing with :.fr . L:orgenthau 
and we have r;ot to this point . How would you feel about 
guaranteeing a minimuc of excess reserves for the country 
and for New York"? 

J,:R~ BELL: All right, I can do that . 

li.H.JR: I mean, without na.ming any figures. 

1!R. STEVIART. You can guess his answer, can' t you? 

L:R. BELL : Oh, yes . 

UR. STE'.;ART: He would say, "I will keep the long­
tor~ rate at hvo and a hal£ percent if the Secretary will 
say that is v.hat he is for . " That ia the ansv1er. 

MR. BEU.: Well, he would say that, I am sure, but to 
show you how they are thinking on this reserve situation 
they had t he Advisory Council meeting last week1 and they 
passed two resolutions . One was t hat it said tne Federal 
Ldviso~; Council believes that in principl~at least, 
reserve requi rements should remain as stable as possibl e, 
and tha t changes in such requirwnents should not be made 
unless clea1•ly requil·ed by the credit situat ion . The 
Council is of the opinion that there is no present need 
f or a change in the reserve requirements . 
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H.lJ.JR: Well, to which I answer, nuts, 

I!.M.JR: I t hink they have anticipated some of our 
requests , and gotten resolutions on the record, 

UR. VINER: Well, we don ' t care whether they do i t 
by reserve requirements . Then, if the Counsil won ' t do 
it, we will say1 "It is up to you to do it by open mar­
ke t operations.' 

H. hl. JR: The Council has no authority. TheJ are 
purely advisory. 

rR. HELL: That is all, 

11.1:. JR: They are purely advisory. They meet four 
times a year, don't they? 

MR. BELL : At least four. 

H.J.t.JR: \/ell, Dan, what harm is there in calling 
up Booles? 

l.lR. BELL: None. 

H.!.:. JR: I mean, you haven't got much to do the 
rest of the afternoon . 

MR. BELL : That is right . {Laughter.) I r.ill be 
free after six. 

ll . l:. JR: And simply say, "We have been talking of 
going part wayi and lfr . Morgenthau would like to know -
t he way he is eaning is, he would like a guara.'ltee 
from the Open Market Committee that you people will keep 
excess reserves of t he country at a definite minimum, 
and the excess r eserves for t he City of NeYI York at a 
definite minimum." 

!JR. BELL: You don't l'lant to say t hose mini:uums 
yet? 

the 

H.M.JR: No, I think that these boys ought to work a 
little bit c ore. It is too important . 
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1m. BELL : The firs t question he is goi ng to ask 
me is, "Ar e you willing t o announce a program, agree 
upon a program of f i nancing?" 

H. l4. JH: Well, v1e a re working on i t . 

J.m. BEll: And sta te the pattern of rates? 
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H.H. JR: You t ell him I can ' t make up my mind. To 
me the excess reserve thing comes first . 

l!R. BEll: I will t alk to him . 

H.U. JR: Then, why don ' t we say we will meet again 
at ten thirty tomorrow morning? 

~. BELL: All right . 

H.J.l. JR: VIe will keep at this tomorrow, because I 
haven ' t soaked t hi s up·yet. 

MR. BELL: Well, this is a big problam. 
this is just as important as your financing , 
spent tT1o or three days on. 

I t hink 
which you 

H.LI. JR: We wi ll meet a t ten thir ty tomorrov;, and 
we will just keep a t this, but I can' t go any further 
until I know that - will they do it . Don 't you think, 
centlemen, that is a ~ood way, I mean to get them to 
guarantee that they w1ll keep it at a minimum? And 
then if they ;,ant to go the way ~urphy says, O.K. , and 
if t hey want to do it some other way, 0 .K., as l ong as 
they give me a memorandum. 

>.m. BEll : We don' t care how they do i t . 

H .~.JR : As long as they keep it at a mi nimum. 

1m. BELL : That i s ri~ht . If lie get some agreement 
out on some minimum, that 1s what we liOUl d like to have. 

t:R. STE',!ART : Well, it makes a difference of two bil­
lion dollars in your securities . I t is two billion dollars 
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that they wouldn't otherwise have if it is built up 
in reserve requirements, because they will be carry­
in~ two billion more under your calculations here . 
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J.ffi . DELL : \'/ell , we would prefer that they would 
do it in open market operations, but if they prefer the 
other, I don ' t think we would fuss with them a lot . 

MR. STE\'IART: That i s a large figure . 

H.M. JR: You mean they would have to buy that much 
leu. 

!.:R. STE'I.'.\RT : They would buy that much more under 
an open market operation than they would under a change 
in the reserve requirements , 

ll.h!. JR: And they wouldn' t have to do it under the 
change in reserve? 

MR. HAAS : No. 

H,hl , JR: So that would be an argument for my orig­
inal case . 

l::t, STE'iiART : An argument for open market as against 
just chan&ing reserve requirecents . 

H. l.:. JR: Vfby should they want more securities? 

!.!R. STEWART: Vlell , I don't know r:hether they want 
more or not . There are some earnings in them, but from 
the standpoint of the TreasurJ, if it ie an equal choice, 
I should have thought you might rather have them buy the 
securities than chan~e the reserve requirements . It places 
two billion dollars 1n securities. 

HR. VINER: Of course, there is t his point . On the 
open market operations they can do them - they can dribble 
them on t he mal'ke t day after day. If they used the 
reserve requirement thinE, they have to do some forecas t­
in~;, nud they may ove!'do it, and they m&y under do it . 
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H.lJ. JR: I agree . 

J.!R. VHIER: • • • so that if you get a guarantee and 
it is an ahsolute guarantee that on no day are excess 
I'Cservos to be permitted to fall below four billion, 
that means they will have to use open market operations 
to a substantial extent because they can 't - the other 
way is always a guess , always unce~in . 

L:R. llllU'P.Y: It rtouldn' t look good to lower reserve 
requirecents tm.ce . 

H.t: . JR: ilut, also you agree llith me that before I 
do anytbint; about any rates or anythin.; else I ought to 
have such an agreecent? 

1~t. VI .. 1::R: Yes, excegt I think it would be legitim­
ate on their part t o say, No, we can ' t undertake to 
maintain these as minimum reserves without knowing what 
you are going to do." 

Lin. DELL : That is Ylha t t hey will say, but it is 
part--

MR. VINER: That is part of a program which would 
be jointly worked out that - would they be vli llin~ to 
make that one item in the program. I think that 1s the 
way to put it, not, are they willing non. 

lfi. ·ELL : T'nat is the way t hey will want it if t hey 
agree to it. 

I!R. V IliER: And I think they are right, don 't you? 

!.:H. BELL : Yes, I do . 

H.!.:. JR : All right, we will do sor.1e more t omorrow , 
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HKJr: 

Operator: 

HMJr: 

Opera tor: 

Alexender 
Budge: 

H)(Jr : 

8: 

HKJr: 

8: 

HKJr: 

B: 

HIIJr: 

8: 

IIHJr: 

8 : 

HI!Jr: 

8: 

HKJr: 

Hello. 

Hello, Mr. Budge. 

Hello. 

Go ahead, please. 

Hello. 

Hello. 

Good morning, air. 

Hello, Mr. Budge. 

oo - Kr. Sulli•an 

March 9, 1942 
J: 13 p ••• 

Good morn - good afternoon, rather. 

It' e all right. 

We'•e been hoping that 1t would be possible 
to ha• e aome action on the 1noome tax relief 
tor certain oaaea that will oome up during the 
course of the next few month&. 

Yea. 

Tbia with particular reference t o the rate ot 
i nterest which hae a •ery definite ettect in 
an area euoh ae oura trom the eta.ndpoint ot 
•oral. e . 

Yea. 

80 

Now, I ' • not talking about it trom the corporate 
angle or my own situation at all. 

I un dera tan d. 

We have, t or instance, in thie company, we ha•e 
about three million and a halt due , which ie 
all reeerYed tor. 

Yean. 
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B: 

HMJr: 

8: 

HMJr : 

8: 

HMJr : 

B: 

HMJr: 

8: 

HMJr : 

B: 

HMJr : 

8 : . 

HMJr: 

B: 

- 2 -

But eometime ago Mr. Burlew or Interior and 
Mr. John Bulli•an or Treaeury had aome die­
cuaei ons on this eubJeot. 

Yeah. 

The thought waa to put the Internal Revenue 
Department in a posi tion where they could 
review each case ••••. 

Yes. 

••••. and sight have aome discretionary power 
to postpone the payment and alao either vai•e 
the interest or it interest waa to be charged 
it would be at a nominal rate •• • •• 

Xeah. 

81 

•.••• the thought baing to avoid discouragement, 
which ve ha•e a little or around here now, aa 
you might imagine. 

Xes. 

No blanket a ction would be necaeaary. Now, in 
th1a connection, I thought there ought to be a 
source or - poaaibly a loaning agency. 

X ea. 

It eeema to me that t hey are no t in a posi t ion 
t o make loans tor t he ~ment or taxes except 
under rather restricted conditione until after 
f urther legislation. 

Xeah. 

I t i s deemed that you'll appreciate that their 
lov collateral ia abnormelly depressed on t he 
s t ock market. 

Yes. 

It would aeem that it a corporati on could be 
run by Treaeury that could loan at a nominal 
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RMJr: 

.,.. 8: 

HlCJr : 

8: 

RMJr : 

B: 

RMJr: 

B: 

HliJr: 

B: 

Rl!Jr: 

B: 

HMJr: 

B: 
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rate ot intereet on a collateral or Hawaiian 
eecur1t1ea, baaed let'• lay on eighty per oent 
ot the average market t or two or three years, 
with eome reepeot tor low eYaluat1on will -
euoh a corporation it loaning onl7 parment or 
taxes, would be a definite rel1et and would 
etra1gbten out the tax e1tuation in man7 oaeee. 

In other vorde, nov the collateral 1a so de­
preeaed that the normal bua1neea will be unable 
to make plane that will be aatl etaotor7. 

Well, nov, Mr. Budge - bello. 

Xes • 

Can 70u wait Just one aecond. I Just sent t or 
Mr. Sull1Yan. Let me Juet aek him a questi on, 
will 7out 

Wha t did 70u eay? 

Kello. 

Xes . 

Juet wait one minute. Can you hold on one 
minute? 

Xee. 

Juet walt one minute. 

X ea. 

Kello. 

1ee. 

Mr. Budge, I'll t alk t h1e thing over with 
Mr. Sullivan- hello - and I'll get you orr a 
oable the t1ret thing in t he morning. 

Xee. I don ' t think, Mr. Morgenthau, it isn't 
a matter or rueh aa muoh ae it 1e to have someone 
think or it detini t el7 i n point not ot the 
dollare to be vaiYed - loet in an7 way, but 
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HMJr: 

8: 

lOUr : 

8: 

I!I!Jr: 

8: 

HMJr: 

8: 

IIMJr: 

B: 

IIMJr: 

8: 

IIMJr: 

8: 

!IMJr: 

8: 

!IMJr: 

8: 

8 3 
- 4-

towards the number o r people that v1ll be 
arrected 1n the emaller braokete; and 1t eeeme 
to me an orderly rev1ev or the whole queetion 
vould probably enable eome legielat1on that 
vou~d not 1n any vay be costly to the Govern­
ment but would be or very det1n1te help to a 
big eect1on or our people. 

Welli: natur ally, we're ell here intereeted, 
and haven't got into it myeel r ••••. 

Yea. 

••••. but I will talk vi th Mr. Sullivan • ••.• 

Thank you very auch. 

••• . • and eome time t omorrow we'll get you orr 
a cable and tell you vba t we can or cannot do. 

Fine. 

No,. , Mr. Budge, whAt'e your addreee in HonoluluT 

Juet Alexander Budge, Honolulu, will get me 
all right. 

WhAt Will? 

Alex Budge. 

I don't hear you. 

Alex. A-1-e-x. 

Oh, Alex Budge. 

Yes. You might eay Merchant Street. I gueee 
they have to have an addreee on it. 

What etr eetT 

Merchant. 

I don't get that. 

Marchand. M-e-r ••••. 
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HMJr : 

a: 
HMJr: 

8: 

HMJr: 

B: 

IIIIJr : 

B: 

HMJr : 

B: 

HMJr: 

8 : 

HMJr: 

B: 

!!liJr : 

B: 
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Merchant. Yeah, Merchant Street. 

Yeah. 

Well, we ' ll get 1t ot t to you aometime tomor row. 

Thank you ver~. muoh. 

I don't know what we can do, but Mr. Sullivan 
e&)'& that the delegate 11ng baa been in touch 
with him. ---"! 

Yea, I know that he had been. 

Yeah. 

I thought 1 t had been more or leaa- they were 
losing interest in 1t and it seemed ••••. 

No, no, we're not loa1ng intereat. 

Fine. Well , thank you very much. 

All right. We'll see what we can do. 

Earl wanted to be remembered to 70u. 

Thank you. Remember me to the General. 

All right. 

Good-bye. 

Good-b)' e. 
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3/9/42 85 
.-. ,is material was used by HM, Jr a t his 

l rets conference today toeether with material 
nn average femily rilich is 11 t tached t o r ead­
.ng copy of Tax Stateoent of 3/3. It was 
H:.! , Jr ' s answer to New York Board of Trade . 
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TO 

86 
TREASURY DEPA RTMENT 

INTER 01'1'1CI! COMMUNICATION 

DAn Karch 9, 1942 

Seoret arr Morgenthau 

Mr. Kuhn 

A aingle person earning $750 a year paya a total 
of ~130 in Federal, state and looal taxes of all 
kinds. That 8lll0unta to 17.3% of his income, It 
means that he would han to work aon than eight 
weeke just to pq hie tun. 

A aarried person with no dependents, earning 
$1500 a year, pqa an estimated total of $250 a 
year in Federal, state and local taxes of all 
kinds. Thia is 16.7% of hia income. Here &fain 
he must work more than eight weeks in order o pay 
his annual tax bill. 

These eatimatea are baaed on Federal taxes 
for the fiscal year 1942, and state and local 
taxea for the year 1941. 
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Federal 

State 

Local 

Total 

87 
kST:OO. TED .l VERAG E FEDERAL, STATE AND 

LOCAL TAX BURDEN ON .l SINGLE PERSON WITH .l $750 
INCOME AND ON .l MARRIED COUPLE WITH .l 

$1500 INCWE lf 

: 
TOTAL TAX BURDEN 

: 
AMOUNT :PERCENT OF INC<l{E 

Singl e : 1!1Lrried: Single : Married 
~erson couEle ~erson cou~ 
750 $1, 00 750 $1, 

i ncome income income income 

52 97 6.9% 6. 5% 

31 61 4.1 4.1 

47 92 6. 3 6.1 

130 250 17. 3 16. 7 

Treasury DeparbDent, Di vislon of Tax Research 

!/ On the basis of estimated fiscal year 1942 Federal and 
estimated fiscal year 1941 State and local tax collections. 
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Qt~t N'tlD fm Q!inu.e. 
IIARlOM 

SAYS !fAX EXBMPFS ~r;~~:citt*: o= 
'CANJT STAND lORE ~l~,.~:~~:\h'!:lc!;,:!: 

a.nothtr apptaranet 'Cit!OM tho 
eom.mU.tet to make &n avea altOn&• 

MorrenthauOpposes Lowerinr 
of Limits, Asserts Poor Pay 

Heavily In Hidden Lovin 

e.r pJu that. the poup now exempt 
t.. lefl rrte rrom dtrtet. tall!ol. 

To explain hi t aUiluda )o1:r. MoT• 
l(t-nthau r ... d todAy from tn. 
Trea•ury tludy, a tludy which he 
said Indicated that. a ttncl• ptnon 
u.mlnr I T50 a year (U\a pnHnt 

AGAINST A SALES IMPOST lower llmH. on tuab1a Nll.rlM) 
pt.ld 1110 l.n J'tdtral. 8tatt and 

But Ways and Means Majority 
favors On~ew York Trade 

loeal ta.xel of all klnct.. 'ftl.e wu 
11 3·10 per cent ot h ll lncCMM and 
nq\11..-d elcM -..U' wotk to eam.. 
A ma.rrlH man wt U. no dtpt:ndotau 

Board Assails Exempt ions a.nd tuftl-. 11.000 pt.ld 12$0. wllkh 

•- l,wu;o;;t-1' 'f-10 ,... cut. er U.a tqUlva· 
ot ellb\ wedS ta.tlor. 

8 1 lll;.~"llV S . DORRIS .. A.tttr Mttn.r \hMt ftpro.• 
lfM'A.l .. TP !'l' re" ft&a nan.-.. aid llr. MOir'l"f'ntba"- "'1 cam• to 

WA8HlNOTOX, llan:b t-The the COM:IIWOn that W. wou14 DOt 
probablllt

1 
ot a "-t to tb finilh be ju.Un4!d In lowu1AI altempUON 

''6'' or lmpo~lnl a &tntraJ NlCII ta.x. 
btlwttn t.ht Admlnl.UaUon ud FunUiet an4 tneliYidua\1 below tht 
Con.c·rta• ovu the queauon of .ub- elleemptlon tevel , ,.. makln.c a fair 
j.ettnr penona now elletmpt undt.t enouah oont.rlbut.lon at U.J• Ume 
t.ht income tu lawa to dit'flll Jevlu to tht ,ovtmmenL "Unlll we have tltha\Uited all 
or • reneral ulee tf.x wu helshl· other tourett of rtvenue and tlOMd 
ened by two oeveJopmenLI today. All loophole• wt aho\lld not add •nY 

The tir'lt. wu a at.atem.ent by burdtn.t to thlt ,;roup." 
8eeretary Morrentbau, at hit prUI The Becretlr)' aaid Ull• c-roup 
conference, relt4ratlnc tbe Ad• did not hav~ enouah fl\l.re.hattnc 
mlnlettt.t l6n't atand •ratn.et et.ther power to cute lnnauon-. 

The WtYI and Mt&M ComMittee, 
Nmov&nr u:VDpUona on tncome c:ontlnulnr lt. hear1nr on th.e Pf'O" 
ta.xtt Or 1m poling • (V1Ual 1aJu poae.l to raiM $1,110,000,000 Ln new 
we. Mr. Morccnt.ba.u ttad from ,.venue, hta.td M. L. Seidman, 
u a.nalyab eompteted RCtfttly by c:l'la.trrnu ot ll'lt t&Xatton CGmmlt• 
T'reuury Dtpartment e tl': of ll'lt New York Boud ot 
Jh,owb\( that penon~ Wbo dld nOl ..st. Ul'(l that IMOmt laX tstm~ 

UOftl 1M l"tmoV ... 
earn eoouP to be au'bjcc.t to U.. 8«au.M ot theM enmpt.lou.. 
IJloeo.tM tax wert alrudy pa.ySna Mr. $tldfl'lan .aW. thr..-quarurs ot 
lleavtty Ia "'b1ddieo"' lcvlea. ud Amt1'ka.ft ruolll-. about l!iaU UM' 
commented that "'thlA JTOUP ea.c't numbtr ot wsc...urnen.. ud more. 
atand moR uxe:a."' than M.lt ll'lt nattonal tneome are 

tb not aubjec-t to diNt:\ l&X'"- He 
Tbe MOOftd de,•c)Opment w-u e •·oulcl not ltrt txtmp\1011.1 (« wr­

revelauon. throurh an unoffidtJ u.x pufPOIIUo. but v.·oulct wbi'Utute 
poll of tbe HouH Way• &nd Meant a nat 10 per etnt normal tax for 
Commntee. that a maJOrity now 
(&\'Ored a u.J.n tax In aom• fO(UI- the 4 per e..nt now leY'Ic<l. 
etther at tbt rnanuraeturinr or Ul• I A ge:nerlll aalu \.U wu oppoltd I 
tc'llall )t\•el.-a.nd tbat thia pup . by Mr. 8tldm""' u wu Lht Treu· 
rl"achtd thla toneluaion through a , uey'• f!ropoul 14 requtro Joint In• 

I com~ tu return• for married cou• 
bfllef that aU W&JC·~arnerw• shouxld pltl. Mr, Scldm"n at1o held that 
eontfmdtl toward the a r e • e p roPQIIed ~ICCOP·prog, ,,.., 
t)tRIIf-1, tor tOrJ)Or"Uon• wert too l\lt'h, 
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Leon 
llenderaon: 

HMJr: 

H: 

HMJr: 

H: 

!IKJr: 

H: 

I!MJr: 

H: 

HMJr: 

H: 

I!MJr: 

H: 

HMJr: 

II : 

Hl!Jr: 

H: 

Hello, Henry. 

Leon. 

Yeah. 

Hov are you? 

Pretty good. 

March 9 , 19~2 
~:JS p.m. 

Leon, I Just had a preaa ocnrerenoe, and they 
vent after me on thla queatl on ot lowering 
the exemptions ot $1500 and $750. 

Ub huh. 

Vell, we have our own tlguree on the amount ot 
taxes which this group uae which we gave them. 
Then it oaaae on to ~heee tables which ve got 
!rom your Hildegarde ~ 

Yeah. 

• •••• which ahovs that until you get above 
twelve hundred and tltty dollars, an American 
taaa1ly doesn't save anything. 

Ub huh. 

89 

And - oh, before I vent on the Hill, Roy Blough 
go t troa somebody in thelr ottice pera1 as1on to 
uee thoae tigurea. Hello. 

Yea. 

And I Just wanted to tell you I told them vhere 
I got them troaa. 

Ub huh. 

And it they come over there and eo tor th and 
ao on, I hope that you 'll bold up my band. 

All r~ght. Have you got a - when you get your 
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HMJr: 

H: 

Rl!Jr: 

H: 

Rl!Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

Hl!Jr : 

- 2 -

transcript, thia part, will you aend it oYer, 
so that we'll juat hit it right on the noee 
right away. 

I'll haYe that done right away - it ought to 
maybe'take about an hour does it take to do 
it? 

All right. We won't eay anything tonight . 

90 

Well, I'll get it over there, and - but, or 
courae, rrom our standpoint, it's very important 
and your people have been very helpful but I 
wanted to let you know that I vent to town - I 
did the same thing onoe before, and there wasn't 
a aingle paper carried it when I testified. I 
gave the11 the eame figures when I went UJl Tueeday, 
and Paul is sitting here, and he says he gave 
the same .figures, and no newspaper carried it 
in the United States, so I'•e tried it once more, 
and it's fretty, I think, sinister the raot that 
there ian t a newspaper that carried t hose. 

(Laughs) They'll probably oarry it this time. 

And you'll see that I told them that the people 
that wanted to lo~er them are the people that 
don't want to pay the taxes thecuelYes. 

Uh huh. 

But I'll get you a transcript and get it over; 
and 1r there's anything in there that you can't 
put your name to, before you throw me down, give 
•• s oall. 

'Xeah. I will. 

Thank you. 

All right, Henry. 

'lnanlt you. 
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TO 

-· 

TREASURY DEPARTMENT 91 
INTER OFFICE COMMUNICATION 

DAn llarch 91 1942 

!.Irs. Klotz 

Mr. Uorgenthau 

Please be sure to get the clipping from Sun~~· ~~ 
py on Arthur Krock and Wayne Chatfield Taylor . ~ _ 

Please look up Wayne Chatfield Taylor ' s letter 
of resignat~on from the Treasury. I would like to 
see it. (.,/....., k, ./:-;(. A .LJ ).;1.,.,.:, ,.,.-.,., ..;. 

~u~) 
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' t • • • - • • 

tt.411l't' tiM hMI -~@... thdJ -. h F. ds V Hn<h ~ 10 c..-y. 
V IC Y m o... .. ! ....... Cl<m<nt Dunn. politioal 

'•·hioer oo tu.......,. Ulan, who wu 1eoc1<r 

I • Kr k -..r tl'IC pro-t'"ranco bklc lo the Department 

Pa m OC during the Spanl.h C~·n W•r. 1110 other ;, 
a miDor bu.r~~t. SamtK'-1 Rt btt, in charge 
of "'tha ... rcnch dea:k· In tho dlvWon Of' 

Times' Bureau Chie£ Only .l!urope>n """'"· To Reber It • ttribut<d 

d 0 I t 'D bt' !ulhOt>hlt> ol tho orlgln•l drnh ol the I•· 
C.orrcspon cnt to e ec · ou ~u1 "JO-oQUt-d Free French Navy .. notc-
Ovtr RAF's Paris Raid mc11t lll~ucd hy. tho Oes>nrtmcnt on Christ· 

t.RAI 0Ay h1 protest agl)bl!t seizure of St. 
B¥ I. F. S·ro!'JI Plerra and ~flquclon 6y the Free French. 

ru·. n .. ,.... The other Oeparhnent official prtscnt was 
WASIU~CTO~. M.u. 7.- 11Je on1~ WallAce Mumy, ln eh:.rge of the Oh·i~lon 

ll(<lllofP'\pt'rmAA to disco,·er that RAF . bomh o1 Near F.:t.!tem Air;. ln. 
lnp of Paris bad created ·doubt a.ud dl~ Ouly othtr Amt"T5can officials present at 
.ent• ln the U. S. A. was Arthur Krod. ~ho (nnner ...,.~ Jeue lonH't righthand 
)lad or tho New York Timu bur~u L•man. Un<kt S«Tetwy or l:.onuntrce Wayne 
Wuhlnglon. OlatS..Id-To)lo<. ond Colontl &nolo)· Mott, 

ne .. 11 ....,..,,..,__.. •nKM'I• the ••b•·formtr U. S. ml1ila.ry atlxM at \"iehy. 
M tt.r '"' fonut 4iaaer 1l~n~ \.~ lt1 t.ht l .rocL, with bobdon~ Boak-e Carter, and 
Htils frMf'lrl E.t.MT Frls. 27 ... .., Am•• tho New York E.nquitr' ( whose publisher. 
~~. Heanl·pal \\'ollbm Crllll•. Is ~ IUI>-

1"" bol<'""'"lonm lhom hU pop<.,.. pot -b)' O~t F<denl Cr.ond Jury in,-<>tig>l· 
(jittndr, anti·Sew Deal. Krocl rrequentl! tns NazJ propaptwll). it reportf'd in this 
WI ' ichy'• nmi)QS:U)or. Castoo Ht"ff'} 'llo'te.Vt kNC or the Nnllnn as ('.arrying ou • 
lfaJ.4"· minor tampaiJtn to <'rt'nte :t wat1Jme jn1J 

Doubt and dlssrnt, .. Krock diK'O\"Cred L, ror Joseph P. Kennedy. 
ltl.r nmtl edltorial·p..1gc oo1urnn or M:!T. e. Kennedy .... amll_,,;,d,, 
''Je:~<~n to hrwe been im-ol:ed by tho n \I• . , 
Lombln~ or the industrial crwirOJu. •J 
l':~ rb: 

Krock hlnu clt roncludcd by '">''"\f th.-.t 
t\Jtal wnr . • • e"lb (or total war Gnd 

•led.uhtg '"(£ the United N'aUons spare 
• 1f lnduslti:al .1.reJ, the enemy. a.s he 
;•tMN.l , will not.• 

1\ut on hb w:..y to those eonclttsions, 
i•lt( C'Ont:lpoOOent o£ the Times made SOII'Ie 
~chuh .. • diKonrics: 
\ .,,. d<greo ol Nnericon dis<pl'"" >I 
,. c<tlt rootln~ . . • 
f In the Un1ttd Sl;ttes signs wne to he 
' 'f11t..:l .. nonA strong su~M o( d1t 

, f \\i' """ ol rtgr<"t mi:ogkd with diJ· 
,.,, ... , .. 1, •• • 
• "''AA~"'Iiuns that the bombing mtglll 
~tMy the fmmobilizing efft'C'ts oo french 
i-t..ttll."('t to <Ann:..n1 of this gm·cmnwut's 
It~ ·\ ~~~\ilhl VIchy. 

A joh £or Kennedy 
~ uu'f' of thC'IIC k'OO},)t may be iot~iicRIOO 
tl.. Ji,t nf nther guest! at the 

'"•••• d Vl~·hy Embussy. 
f 11 tl•t> three guests (rom tl"" Stnte l)cpt. 

<ol .111 liN'IIIllnOntJy kletltlfled with the be• 
1 d 111 ' ' AtneriC'an economic a.MJ to Vichy 

York Time(, 
who tlbcoven.-d that bombing •·I 
Parb had crc.-ated '"doubt nnd disst'ut 
In the U. S. lo." Pholto by II'.U w.,f,l 

,. ) 
I • 
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TO 

93 
TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATE Kar ch 91 1942 

lolrs. IQ.otr; 

Mr. )lorgenthau 

Will you invite General Marshall to have lunch 
with me on Thur sday, please • 

• 
Regraded Unclassified



94. 

~9,1MI 

Buol4 Or&ftl 

S.ontU7 lorpnthav. 

!be ... tiD& whloh .. haa 1oh1dulea tor Wedneea., 
tor JOV etatt, I would llli to han at 9:15 oa 
!bv•daf· 

~. /(.-
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FK/ogk 

....... 1111 

sl ..... ll. 
(81£:De~) BoiU7 

J ' 95 
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0 "NEVER BEFORE HAVE WE HAD 

SO LITTLE TIME 

IN WHICH TO 00 SO MUCH". 

Pres ident Roosevelt. 

/ 
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Oeur Henry• 

W , RANOOI..PH BUflt0£88 

55 WALL !5T•c.n 

NEW YOIIII-. 

lla.roh 7 , 1942 

There -s one Uoe 1n the -"resident's recent address 

which deserves wider use than it !"'1 received. A nephew of oai.ne, 

work1n(: for International Business lie. chinos, picked it up and has 

circulated it 1n the form of tho attached card. I quoted it the 

other day 1n a speech and have been surprised tlk.t 11ore people 

hav~ not picked it up . 

Hon . Henry Morgenthau, Jr. 
S.cretary or the Treasury 
llashin;:ton, D. C. 

Sincerely yours , 
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TO 

TREASURY DEPARTMENT 
98 

INTE R OFFI CE C OMMUN ICATION 

o.r. n lle.rch 91 1942 

J,lrs . Klotz 

llr. Morgenthau 

Please have somebody go through my fil es . 
Sometime during the last two years we had a meeting in 
my office at which llr. Batt wee present . I have a 
vague recollection that he was arguing we had enough 
steel production. I know that he and I got into quit e 
an argument. I would like to see what it was about. 
Tbank you. ( 'J4.v _ _,4,..., ~ ) 

I ·/J. j 7/-,/v o -

1 A4th -

-
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CONGRESS OF INDUSTRIAL ORGANIZATIONS 
11oe CONNECTICUT A VENUE. NORTHWEST 

WASHINGTON, D. C. 

The S.or. tU7 ot \he 'rreUUJ7 
Vu i>1Dct on , D. c. 

Dear Kr. Seoretarr : 

I rotor to r our letter ot .Tan\1&17 28 , with r.p.rd to rour 

Tloit to t ho Detroit area. 

I haTe hold 70ur letter eo that I micht tend 70u the en­

olo .. d oop7 ot our paper, •steel Labor". You will note the 

pioturo on Page 8. 

I u ploaaed t o note t ho r.aoUon to the work rou are do1Jic 

i n prOI&Oting the eale ot etupo and hondo. You aar be aaoured 

that anrt bi.ng we can do to a .. ht in thh creat work will be 

done. 

Vith OTorr good wioh, 

99 
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100 
sW OC MEMBERS DONA TE DAY ' S PAY TO 

TIH VOIC E Of THE STEEL WORKHS ORGANIZING COMMITTEE C. I. 0 • .... 
SWOC ASKS VOTE AT U.S. STEEL PLAITS; 
UNION SECURITY, $1 RAISE DEMANDS II 
'LITTLE STEEL' GO TO WAR LABOR BOARD 
S\\ OC ICE VEALS 
Pl.\\ TO BOOST 
STEEl. OUTPUT 
'\,d1•1M . ... ~ ... 2,000,000 

1 .. ,,.. \ ... ,.,, b' ~ui,.,Nt 

"'ntll :-hurt•Jr 

.. • ... :•~~All ... 
, ...... - flf •• .. " .. b.. . ..... , . .......... . , ...... .~ -~" 

' 1- L.• •• '" ohiu ''"''"' ... , .......... , .... 11 .. 1 ... . 

' "'"' j,.,, .. o~,, •• rrf'''"' 

"· ""' •hh••n .. r '''" '~'~•• '" ,.,., .. ,,,,.,, 1 .. mmh 
f, I 10 fdo 11111 .. h' II lllolll. 

'" " ''"""t I \d .. w, 'blotf 11r " , • ., tt.,.,.,, .. u ... f\'1, l •ll•u't 
••"Millo lu•~•«~••• lo,. l1y 1Jt;o 

"'''"""''lol•l••l•nJ<I>IIn 

' '"" "'"""' 1 o•o.!lltt!l".._" ~o~~\ol Mr 
II ' 1!-l•...,,l .. f"'"l• "'' 111111• 

I or• •f tblo. ,_.,11111 "'II' 
. .. , '"" ,,. .. ,,.,,., ... 111 11 \ .. 

I 1 il• ••.• lo.to~ Ill• 11pr111 
I,._.,. (.of •••~•- lllltl",. 
-h ~H 1001 rtllllloooftlt Ill• 
~ .... .......,.... ... . ,... ..................... ., .. 

........... -.f ..... , ...... .... ........ :~ ............. ,. .. ...... 
.... • --"- .. b, ·~ ._.. ....... 

:-.\\ Ol. A..,._,.INI Ralw 
\l Amt"rl~n t..-n C..O. 

"''""' ''"" 111 l ... f:­
, ' \,1~ I V. If l•t. I 1 .... 1\1 
• llf•l .... ......... , h.toil 
'" ' ,.., II- •I w!llt•l •11 l•u.-. 
·~ • ~~ 111011111 .. ~111lt1 hooll ... otolto 
'"'"""tit" All+~"'~"'"" tot., 
I lu ........ •11•f 1~ )olro1 " "''' •• 
ll•f•ll•u!lll 1'1111! ... 1\h.,. Tho• ,,.. 
. ,.,, ••! u"'h'" 101 r oulr' "ill 111• 
~!! .. IIIII• ol lll tllf fu11 l t,•nl , .,, 
.-~ •• hi"'' • 

1 l11• ~If"' Ill• Ill oo~ll• fo•r a 1J 
I"• •tl ll•t ""''' IIIII•' l•11 lillY Wtf 
"""'' ,,, f , ..... "'" ''" •1" ,.., .. <1n" II• """••l .. r l, 
I •II " ' •k'-• l +lltt til" • 

~:::: i'.·;·~:::':::::: ... ·:. 7~:: 
_, ....... td '" '"""' ...... ,~.-
·- ""', ..... - •ill .... , 
'"" , .......... "' u ..... --, ......... ........... ,,. 

T"'" ,.....,_.. .,,., .. MW 
. n ... ,_..., .. .,..,....."'...._ ·- . ......_,_,. .. ,_. ,..._.,"" ... .,,,, r N.tJ ' ,,.. 
• ..._ ...... 4-ttt· • ..,-
~ .......... ..... .__ ... ... :.•• ... "'" .,_ ..... , ... 
:-,~;: ... · . .....-.!~.~;!t: 

SWOC Ch·t'8 S 14-~000 to 
t-'OR Birlhd•t t-'uotl 

Darid I , McDou.ld. &WOO 
• wcrel.r.ry•\f.u11:,..r, a11• oulltltd 

Ult.t \1M JWOC D&tioonll Of· 
11.ftba.lion ud IU loca.J ualou 
llu'ftl1loat lite .. Uo• "'' 
~\nlluttd a wc..J •f •or. 
tbu ttUOO to 1hl ltd C..• 
,...._ of * lf .. douJ , ....,_ 
liM Cw lafa.a-dk PI.AJI.U. 

not &WOC costn1N:doa 1MI 
,.., .. , a -..w ,._d fw 11M 

.-....-liM. ftt """ ... 
"-• .. \ ia!Ulik ,.,..,. Is == c:~ ~Ill-= 
ft1t •• Wn:Wt.y ..... ,-.z~ 

STEEL INDUSTRY PROFITS 
f'in•ndal Sla1 f'm~nl• o f t ' ihrrn lk•dlnJ $1HI tl ,.,• 

Show llu• l'rt~GI• Oln1IJ 

f'rO-fh• nl 1:. l'"'"'ifl•l '*'"'"'-'1" ' ""' I • ltl'll ,_,., ... "•-•tire ~ 
I"'' ...-,u . r tbll' .. tffl mali111 r,,. .. ,,,. ~or t lw !11111111, f ... l"" '"" '''" ,..,.,, 
Hllilaoid I'•Ht y,., ttll V•w 1~10 

l 't•lln l Ktlll"' jo;t,.l ("ilfloUNtl•m.... Ulf,lJIIJ,!IIII f trl,f I ~U•» 
lktltl~h•IM ~ffi l 'otrpu.r•tiOif•-· :u H1,1Uo 1-..liH.c()O 
ltrt"'"'"" &ttl c·•rr-r•t\it•• ••• t l ((~~~~· fll lt t.(•• 
,, ._.,.,., • l•111hli11 !:Sirrl l'ilfjMINiillll IC,ltH.••ti.t lll.:tii !• tO 
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AT SfA'fE.WIDE 

UNION PARLEY 
O•kland Conferenu Abo 

s .... Co•1 or 1750.000 
Od~DH Boa.ct. 
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Janut.ry 28, 1942 

Dear llr. ll.urrt.y: 

I t hink you a&y be intereated in aeeing the 
enoloaed picture t&ken during -r viait to the Detroit 
area on Sunday. The gentleaan on~ right is Stanley 
Cook, President of Local fl299 of your own Steel Workers 
Organizing COialttee. Thia flag waa awarded &t the 
Great Lakes Steel plant, where more than ~ of your 
union Mllbera are ening re~arl.Y out of their pay !or 
tba purchue of Defenae Bone a. They h&ve been mAklnc a 
perfectly wonderful raaponae to the Defenae £avings 
campaign. 

It gave me a real lift to go to the Detroit 
area and aes the extent of C.I.0. participation in our 
payroll uvings plans. 1.11 ni!e went for me to the 
Chrysler Tank Arsenal and said that the enthualasm 
amon& the C. I .O. workers there Wt.s thrilling. Later I 
bad the privilege of speaking to n great and friendly 
audience of U.A..r; .-C . 1.0 . workers at the Coliae1.1111, and 
again found a spirit of which you may well be proud. 

Sincerely, 

~r . Philip Wurray, 
President, Congren of 

Industrial Organizations, 
llOG Connecticut Avenue , 
·,·:ashington, !J, C. 

FK/hkb 
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TH!: SE:CAETAAV OF' TH £ TRCASURY 

W AaHINOTON 

January 28 , 1942 

Dear Phil: 

I think you may be interested in scei~the 
enclosed picture taken during ~ visit to ~ Detroit 
area on Sunday. The gent~man on~ right is Stanley 
Cook, President of Local Hl'aS'J of your Ol'rll Steel 1/orkers 
Or&nnizing Comnittee . This flag was anarded at the 
Great Lakes Steel plant, nhere ~:~ore than 90% of your 
union members are savint regularly out of their pay for 
the purchase of Defe~se Bonds . They have bee~ making e 
perfectly wonderful response t o the Defense Savings 
caJupaign. 

It gave me a real lift to $0 to the Detroit area 
and see t he extent of C. I .O. pertlnipation in our payroll 
savings ple ns . My wife went fpr me to the Chrysler Tank 
Arsenal and said tha t the enth~siasm among the C. I.o. 
workers tliere was thrilling. ater I had the privilege 
of speaking to a great and fr i ~ly aud lence of U.A.Vl.­
C. I .O. workers at the Col iseum, and again found a spir it 
of which you may well be proud . 

Sincer ly, 

i:.r . PJ,ilip l~urray , 
President , Con~ress of 

Industr1al Organizations , 
llOG Connecticut Avenue , 
•,·:ashington, D. C. 

. .. 
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Maroh ~. 1942 

Dtar ll.r. liiUPI'tll I 

Thaak JOU ••r.r .uoh tor ••14-
lQC M a 001'1' of JOIII' brod .. et 
Oil wr pndiMtlOilo It •• aa 
uMllut talk aDd I aheul4 llb 
to ••1111 JOU 11J ooncratulatlou. 

I appreolate JOIII' oovteq 111 
eDAbll~~g • to ban tbe tull tnt. 

Sb111ereq, 

Seoretar,r of tho !reaaur,r 

Yr. Pblllp Wur~ 
l'rnlclot 
Coagre11 of IJII!uatrlal OrculaaUo~~a 
1108 Coaaeotlout A••~, Nortt.eat 
••u h 1J1it on, D. C. 

FK:blb (3/9/421 
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CONGRESS OF INDUSTRIAL ORGANIZATIONS 
1100 CONNECTict.rr A VENUE, NORTHW"EST 

WASHINGTON, 0. C. 

The Hono..,ble 
Secretary of the Treasury 
Washington, D. c. 
Daa.r IQo. Secretary: 

.. -

I aa eendins ;you be..,wi th a cow ot the 
Dation-wide brO&dceet wbioh I ehall c1el1Ter tonisllt oftr the 
Blue llatorork, to exprees the reeponaa of the Coagress of 
Iadaetrial Or,....l..zatioas to the cell of Pl'eeident lloolleftlt 
for the ' ?Hate ateppi.Qg up of war produotiou. 

uopea 2? 
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WE'LL WCRl 10 WIJ 

By Philip Mur~, Proa!dont 
con,,. ••• ot Induatrl&l Ore-nt~atlona 

(A nat:lonwlde br oadcaat cHUYerecl OTer the Blu.e Network 
011 Friday, !Iorch 6 , tr<& 10tl6 to 101~0 P.ll. , f.WT) 
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the Preddent ot the UDited Stat..a &D4 Dooa.lO Jelaoo, Chalt"WWI.ft or tbt War 

Prod~Xtlo:'l Board. , ha•t oha llented labor ud industry to epeed up war production 

lar.Adia. tely, on a &roa ter aoale tM.n hat ever been attecpted in I.D)' country in the 

hlttory of ~i~d. 1 &m going to accept thi1 ohallonge tanight on behalf or tho 

th• m.llUon work:lng men and wcaen who u.ke up the Congreaa or IDduetrlal Orpai-

Our Predd.ent 11 now our CCicllllaUdor-1n-Chlef ln a world war which threaten• 

not only our nation ' • aoourity a.nd. our very lives , but all our troedomc , our wa.y .. 
or lito , And our living atandards, as no provloue war has o•er dono . There can 

H no quution of tM reaponao ot tM.&O Aaorloan working :r.en and WOllen to the do ... 

llllcdl of our Ccc:ander-la .. chtet 1.ta aucb & war. It h the •holotto.rtod and 

t.ntbuliaatio response ot &Ood sold1ora ot domooraey, who len ow that o•erythl.ns 

doponda upon united artd diaciplined eupport of our great leader . 

But 1 can go much further than thia . For I &poak for the working people , 

who have more at tt~k• in thta war than porhapa any other aeotl on ot our popula· 

Uon. •• are ti&fltlD.c n& tlona -.bose econ~ 11 baaed on dave labor. In Gonany, 

lt...ly a.nd Japan there aro no labor \&Diona, •• we know them. On tho contrary, tho 

flrat aim of any N&tl or Faaoist movamont it to deetroy tho labor unions . Labor 

ltudor a &ro stood up asalnat the wall and ahot. Workcre who aoek bottor condi· 

tlont ln tho shop aro hounded , beaten, placed in concentr•tion oampa or murdered. 

Without union protection and rithout du:~oeracy, tho workora are &round. 

down t.o coolie .._,o lovt~la and intolerable worlc1n& condttlona . Thoy are treated 

'' volcoloss instrumontt ot their diotatora, tholr ~ar lords and the ir tndustri­

Dlltta . ln ov~ ry country oon~uerad by Hitlor and his &ant, lilco conditions , or 

n~n worto, have boon 111poe~d on the workll"'f population. A tlalla r rate wlll oor­

hlnly be ln store for thl wortd.ng pc oplo ot Amorlcap it our ti&)\tin& stn:n&th 

h not au.ttteient to oruth tho military a1£)'lt ot the uta. 

' •'o know that thh 11 labor '• ftr. We of l«Lbor mutt bo moro than loyal 

tol. lowora a.nd pe.tr lotio otthena. 'fte nre a.ncl must cmtlnuo to bo lcladc ra in tho 

d~mand tor ~oro production and for o•ory ttop thAt is noce aaery to win the war. 
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Certainly the hlttor,y or tho war to date loa•~• co r oa. tor e~pl~eency. 

Hitler tat counted on the aottnosa and tho cor:aplaconcy ot ovory country he hat con­

~uertd. The Japt.noao have taken tull adnntege of ou.r u.nproparodnou . FUrthor­

~~:oro , tho month• which Uo l.modiatoly a.head wUl be of crucial importanoQ, pt.r­

tloulJrlY in tho tUld of industr ial production . OUr wholo countr y , and ev(lry man 

and waun in 1t, muat bo aroused a.nd mobilhed for total war , tor a t r emendous 

t rtnaf'oi'O)t1on from a. peAceful peopl~ to a na.tion ot warriora, if we aN to turn 

t .. .e t1do of be.ttlo troa: dofonso and r~troat t o ottonao t.nd victory. 

fthon J apeak of A nation of warriora, l am thinkln& too or our industrial 

1:er;.:era. U.od.orn IDOChanhed -.rf'are calla tor acae 18 workorl in industry for onry 
~--= at tht front . Each t'1tht1n& .:An c!.oponda tor hit ""Y lito on the workers Go 

rr-od.uce hh mmlt1one , his ar:a and hi& supplloa . They too Jr.Uit thl.nk as soldlerc, 

b•n41~ their enry o!'fort for core and more production, tor ono purpose above all 

oth~r• •w victory tor our &r.med forces . 

Wo plQdG• our complate and wholehe~rtod aupport to our Coornandor- in-Chief, 

Prcoldont Rooaovolt , tor the e.ehiovorr.ont of' tho pr oduction goala which he has ut . 

In doing 14 1 wo aro mlndtul that upon tho ahouldora of labor roeta the prioary 

roapona1b111ty tor echtevtnb theao goals . We ero also mindful thst the experionco 

ot oU~r cou.ntrlel h&1 tau,sht us other lessons bitaldoe the ft. to which lioa in stor e 

tor labor lt Klth r Wine . It has taUGht us that national unity can be W!derolned 

br •i~peuera a.nd Quillin&• , whose subtlo prope.,o.ncle. can be aa d!.ta&~rous •• •ctual 

pl•nt H.bota,o. We are detomined that our cOWttry aht.ll cot autter tho C'ato of 

frAnce cr J:o,......y, through the ctisruptl vo effort• of fifth oolwnn1ats or self­

proclaim.d patriot• who preach disunity, 

At tho proaont tlrno , in par ticular , wo muat euard ag~inat carping critics 

of our Pruidont and of tho progr o.m which ho Ma inltlat.od !'or winning the war. 

Cenltructh·~ crltichlft wo mu$t have , to mobUho O\lr t'ull demoortLtio eff'ort . But 

let tho a.ppoaaora &.ru1 the ocn ot te..int heart boware or tho wr11th of Alnoric&'s 

wo~ker•, lt th~1r conatant oLrpin' cloaka a purpoao to dla·unite , to contuse, and 

to aabotaco 0\&.t ••r ettort. 

Ur. Donald t:olaon, our Production Chi or , hat jult a.n.nounocut a concrete 

procr-.:: for inoroatin& an<! apood.ing up nr produetlon. We woloa)e this program 

co~t ho&rt1ly &n4 plod&o our enthuti~atic coopor~tion tor ple.o1n& it into oxccu· 
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I .... taot, wo ot tho CIO U.k.: pr 'ide in tho knowlod.a• that wo Mve been ' =· Ul 

;dotttUI and loadort in the de:u..nd tor juat t uob a procna t or aobUidnc, Aceri can 

industry lot dl· out war pr oduction . 

fbi tn~u1try Council Plan whi ch tho CIO advnnood more than a year ago ._, 

dJJlpod tor Jutt thh pur pose . So t oo 'f.'Or u the pr opotlllt o.dvnncod by our union e 

in ~11 tho major induatrioe for onr ly convor ai on to war production and tndustryM 

ddo plMuine• Wo wo re tho f irst t o p\lt f orwa.rd oonoroto pr opoaa.le tor pr oduc ing 

~ort ato~l , no~ al~inum, more copper, =oro a i rplane• and more of all the other 

coodt and '"rvtce;e thllt are ne~dod f'or vi ctory. 

We taku oour&g.:. nnd renewed 1naplra.t1on trcm the tact that our Production 

-etl!et h nGIIf urclnc ttc.pt which wo havo len& ad'fOCatA.td . tho joint labor - ca.nagezumt 

rlMt ec.:olttHa 11'h1oh ho propoaea are dtroctly ln llno with our lndustry Councll 

fr<oposah , u 1o tho 'fl'hole spir it of tho pro&rNI whlch he adw.oou . 

Spoaklnt; nC'I' to the otf'iccr .s a.nd fi'.Qmbcrt ot our e.tJ lllated unions and 

cGunoila , 1 call upcn you to aot without dolay ln tho aplr 1t of th' call lssuod by 

our Pr~ddont and our Wllr Pr oduction Chief . },ia.ny ot you , l lcno•·, h!lve a lready 

.o.rproachoa tho II'An&tomenta i n your rospoot1vo rlo.ntt with conoroto pr oposals for 

joint orrort to lncroru" pr oducti on . l n mo.ny oaaoa, whore auch commlttt..Gs have 

been •~t up, production haa incro3seJ from 10 to 50 per oont. 

In t<ao ooao1, it 1a true , we ho.vc encount.,..,d relucb.ftce on the port or 

:A..s~nt . But ne.w that 1\.KJh c~tteo plarminc !or lncroaltd pro<luctloc has 

be~ th11 n t1onl\l policy or our r;ovcrn:JOnt, 1 u 1uro t hat wo can count on 

patriotic ~ployor1 to join With l abor in sottln& up tunctlonln, ooccitteca tor the 

pro=otlon or ovcry conttructiv~ step to produce moro and =oro . Tho &oalt c~~ot 

be oat too hith • 

Production Chlof N~laon has a l so advnnood propoaalt tor appr opr iate a~~rds 

for the aold1ora ot industry us wel l as ror o~r aold1ors in unltoro. This is a 

apltndld idoa . So too 11 his propoa~l for enliatin& the tpirlt ot Amer ican oampe· 

tltlon in aohio.,in,; ov\tr hi&hor produQtion qu.otaa. I blow thtt.t our CIO J:lembor a 

Wi ll 'ntor WholthoJrto4ly into this spirit of patriotic compotitlon . 

PorMp1 aCICDI) of ra;y non- labor llaUnorl ::JAY bo 1a.y1DG to tho:::.soh·os at thia 

"oint a •ut you h••• ao.id. is tine acd. dAndy, but what it all thla wo read about 

strlk"JI o~nd •bout labor tryio~; to t4lco a aolthh advuntacot• 
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t,c, t t.al aoet thJa quoation a.qua.roly and tr~kly. Let ua closr tr<~~~a our 

:it:.dl tno ro, or propepnda d.ellbcratoly epre.cut by protltoore , reactlcnarioa and 

appuura 'Who • ro try1n.& to t a ke a aelt1ah advantn.,o ow-or labor 1n thh e=orgoncy. 

JJ .. 10 ox.M~lno tho facta, wo will t1nd l abor'• politlon 1a firm o.nd ocnthtont, 

th~t. wlnrting t ho wr ouat be our firet coneideratton , and thl\t nothing mu_at b-o 

11Ucwvd to tntorrupt nr pr oduotlon. 

LtlbOr itaolt wa.e the 11rat, ot ita own t roo wUl , to advance o.n effective 

P"'tr· n tor th<~ on cl ing of atrikea . No 1oonor wa.e wnr doolarod thAn both th9 Con­

·r sa d' InUuttr h l Or tnrti &a tione a.nd tho Al:r.e r1oa.n Fodero.tlon ot Labor, o.ncnblod 

lu c:Mf ... rc.ne<. •1 th ropr JIO:'\ta.ti~a ot induatry 'ltld govJ rn:wtnt , aoleanly pledbOd 

tbl.r...l'h~• t o 1et al1do the atriko weapon tor tho du.rotlon ot the _..,.. 'Ko aJao 

,-!,,-r.coJ propoaah , 4Ccopted by the Preddottt, t or tho poacot\11 solution ot all 

l.bor dhputtl , thr ou&h t..edh.t1on , concU1at1on &DJ o.r b1tration a 

Th~re haa not boon a single authorized atr1ko 1n a war 1nduatry •1noo th9t 

t!~ t ~nd all tht ottorts of tho CIO an~ its un1ona hAve boon d1r octod to ending 

Ill C.I ICO Guoh minor incidents as ho.ve ooourrod. Thuso 1no1donts hnvo been few and 

oi' the brlvi"ott duro.tion, but thoy have bee n gr eatly inflated and cier eprGaantod 

Dr a lrhh pr opasandhts f or th6 purpoao of promotinc ant1-l.abor l es;iala.ti on. 

n-.oN h no toroo, not o ven tha.t of a ccraploto c.Hctotor, which oan furnish any 

obaolute suora.nt oo th.a t a nan w-111 not oec.s.o workinc u.nd.:r condi ti ons which M 

Nn ... a 1Dtolerablo. Tho beat £U!lra.Dtoo that cu bo &lYOn und• r a treo syat.c:2 1a 

tt.e Fl•4• or t ho w-orkor s ' wn deJ10Cir• t1c.ally oloot.ed r c proaentutivea and tbo 

r.utU"~'J.!lCO thllt oolleoUvo ba.rgo.ining will r onedy vto't"Q...OOI rithout tho noed t o 

rht Cl O oa.n point to a rocord ttt unillt€1rruptod pr ociuoti on by mill ions upon 

oHHon• o'' 1nduetr1al workora; U!ld to tOO JOO.oo!'ul eolut1on ot thouac.nds of 

t.rlo\~tcot Qnd dhputoe which eight o thoi"Wiao ht\v~t hd to stoppo.goa . ha ::! there bt~cn 

nc. unlt.n on tho job to provont them. Wo r re dot omino.! to r:)l.1nta1n this r~oord. 

1 0.0 •1atn oa.lltnr; tho o.ttcntion ot our un1ona an..t our IM::lborahlp to tho 

o.tLr-n "6T(IOMnt , t o Which • helve ?OlW1t!lrily aubecribod , th.:lt "the re ahAll bo 

~c •t r ilea or lookout a• . and •all Clsput~• ahall bo ao ttlod by peacefUl moAns• . 

:tu, h ou.r o~ttr.ont to our President a.nJ to cu.r OOWltry. 1 o.all upon all our 

uni~• . tbt ir olticort And their ae~bora , to exorc1at t he u~oat patlonco and t ol­

er~co 1n aJ juattns &11 dt sputus. Pr ope r cho.nnola a r o now provided f or tbolr 
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poocetlll odjuotmont , Support your country ond your wlioaa by aoe1nr; that not an 

hour or rr oduot1on-t1me is lost frog any o&uoo, until ""win tho""~· 

Producti o~> Chief Nuloon !lao oallod for a 169-hour working week for tho 

mAchlnory ol' industry, Wo are wholeheartedly in f .. vor ~f working our plant Alld 

equtpmont <. vvry hour of the week tho.t it can bo utilhod, our unions , in many 

ot:.us , lv.wo bot.~n tho first to call for 24-hou.r a..ncl aevon-day week productlof!, 

Su: human b~lngs are not ~chinos, Their oftloloncy doponds upon roaaon­

ablo worklnt hours and ndoquate ru:et perlode . Practloa.l experience in Great 

Britain o.nd oth3 r countrie s, under nr concUtiona , haa shown • 5harp decrease 1n 

• actual rroduc tlon when excess! VG houre were workod. s and 1t'Orking hour a have had ~ 

be r"'duoocl tor tho very purpose or lnoreas1nc pr oduction. 

In conolualon, I want to stroaa again and A&nin to labor artd to the pub­

lic th:lt Aoor ioa io today at the part1ns or tho waya. If w" lie down on tho Job, 

If wu ahirk, 1£ "" listen to the sly pronchora of dhunity and complaoenoy1 if wo 

foil to book up our Qrmed forces with all that is in us , wo can go down to doroat, 

dishonor and the loss of all our liberties • • to tho oompleto blackout of o1viliza. 

tion ~hich Hitler o.nd lhe Axis are fi&htin& to bring about, 

But if, on tho ot her hand , the Aoorican pooplo , and the working pooplo in 

pArtlcuh.r 1 aro tM.le to ourael vca and to our country 1 it wo &tand loyally behind 

our Prealdcmt , 1t we devote our every thou;ht And ettort to core o.nd coro produc­

tion , noro etfoctive civilian detenso , dnd moro ~d coro support to our armed 

forcoa , wo ohall turn the tide of battle In thcoo vory days ond weeks that lie 

ahead of ua , t o final and complete vtotory~ Our doatiny is in ~ hands •• tho 

hands of ovory ono ot us, 

To labor, and par ticularly to tho monbor s of tho Congr ess or Industrial 

Org~nizaticna, whom 1 have the honor to ropre•ont, I say1 Got on tho job ~t onoo •· 

Hood tho call or our CO<:CIUlder- 1n-Ch1of and our oountryJ Lot our ologon be • 

1IO!llt, IIORX , l'iORX I PRODUCE, PRODUCE , PRCDUCE I 

Regraded Unclassified



,...... Daily ehangec i n the stock: of Seri es E anvln&a bonds on band !/ 
(In thousands ot p ieeea ) 

Number ot Number ot pieces Stock on band IBM : 
:pieees sold me.nura.etured at close ot deliveries this da. this da. t h1s 

Feb. 23 214 Mo 21,905 
24 55 soo 22,650 1,600 
25 104 goo 2),)46 700 
26 l5t goo 23,9U &75 
27 24o goo 24, 54S 660 
2lS 162 none-closed 24,;s6' ' 

Mar. 1 none- closed none-closed 24,3S6 
2 )o4 500 24, 5S2 
3 160 500 24,922 625 
4 171 500 25,251 c 5 200 500 25.551 625 
6 210 500 25,g41 
7 211 none-closed 25,630 625 

e reasury, 
Statistics. 

!J Includes stock in hands ot (1) Federal Reserve Banks and branahee, ( 2) Post ott1ces, ()) Federal Reserve Bank issuing agente , and ( 4 ) Treasury vaulte in Yaah ington. 
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UlriTZD S'I'.An:S a.&. VDIGS :BOJIDS 

CosperaUn St atement of llaleo Ilvl J>C 
J'i rot 81% lluaine .. DAir• of March, J'e........,.:r and J anv.ar;r 19112 

(March L-7, J'e'braar:r 1-7, J&JNATT L-7) 
Oil Bub of len a Pl'l oe 

(.Youah 1n thauND4a of 4ollare) 

Sal eo .looouat ot Iaore ... I Percntace ot Iaore ... 
or D.cr- ~-2 or Deor•111 ~-1 I tea I I March I J'ebrv.ar;r I llarch 

March I J'e brv.ar;r I JumarT I o••r onr Oftl' 
I J'eb~ I J ....... I J'eb1'11al7 

.... lee • - Poot otfioeo • 2), 708 • 28,1190 • 36.385 ... k,7S2 _. 7 • ., -16 •• 

..,.leo • - lulta §5.882 108.273 s6.1n - l!?. lCII ~ -.lid 

.... 1••.- !otal 89. 597 1}6.763 122, 555 - li7,166 1li,20C - Jll. 5 lll'leo r - ~anke ll,J511 21,136 13. 573 - 9. 782 7.563 - 1+6.3 
Sel'leo 0 - • &Ike !12,0156 2Z,261 6o,1!iQ - l!o1Z!i ll..!Y -JiJ 

!o\al $l,6o,o~z ~z,16o ·1~6. 2;a -t:l~.12~ .,s,m -u 
Otti oe of \he horater:r of t he !reuur:r, Dirloloa of Baeeeroh an4 StaUetloo, 

11ovo11 All tlaareo N'e 4epoo1\e vU II t he tree.,...,. of the Ual\e4 Sta t eo oa acoout of prooee4o 
ot ealeo of UaUe4 8\at .. oa'riACI boa4o, 

•ote l J'ipreo heft beea r 011114ec1 t o aeereot thcnuoancl 8Dc1 vill aot aeoeo .... l l;r a44 to t otalo . 

I h brau'T 
Oftl' 

I JI!!I!Z 

- 21.~ 
11.! 

11.6 
55-7 
i!.z 

» 
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CIJN~ \Dl.NT\ 

Ulllfi:D S'.l'.ADS SAVIJmS BOliDS 

Da11J' Sal.ee - March, 1942 
On B&ah of looua Price 

(In \houudo of 4ollal'e) 

Poet Office Bull: Bond llaloo 
BollA llaloo 

All Boa4 l&loo 

~-· S.rlea l: Serlo• I Sel'ioo l Serle' () !otal Sol'lea I Sol'loo l Sol'loo () !o\&1 
·--

llarcll 19112 

2 • 5.Sl1 • 15,568 • 2,o43 • 8, 726 • 26,6)6 

~ 2,975 8,1159 1,629 8,780 18,568 
3.395 8,833 2,658 12,558 24,olls 

5 ~·869 10,ljlj8 1,680 11,870 23.998 
6 ,179 10,696 1, 759 10,825 23,279 
1 3.l!so 11,586 1,586 6,328 19.1199 

• 21,678 • 2,o43 
11,4~ 1,629 
12,221 2,658 
14,317 1,61o 
14,875 1,759 
15,o66 1,586 

!ot"l • 23.708 • 65.889 • 11,354 • 59,086 $136.329 • 89.597 • 11,)511 

Offioo of tho SoCHbry of tho !rouvy, D1.T1o1oa of ll"'oarcll aDd StatioUco. 

Scrarco: JJ.1 flpreo are 4epoo1 h with tbo !reai!UI'er of tho 11nHI4 Stt.teo on t.cooat of prooe.U of 
1&111 of tlnited Stet eo oa..UC. bollilo, 

llohl llgveo hen be• l"OWided to neareot tbauaallil and will not necoooar11J' add to totalo. 

• 8,726 • :51.~7 
8,710 n,PJ 

12,"' 21.~) 
11, 870 27.1167 
10,81!5 27,"'8 
6,)28 22,979 

• 59.o!l6 $16o,037 

...... 9. 1942. 
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TREASURY DEPARTMENT 

INTER OFFICE C0Jo4MU N JCATION 

TO ntbau 

113 

COD'IDEN1'UL 

DATe K&roh 9 I 1~2 

FROM 

SubJeot : fbe ese Situation, 
Week nding March 7, 1942. 

Swamarz 

( 1) fbe Pederal Resern Board '• prel1ainary and ccnti­
dentlal eetiute ot t he aeasonally-a4jueted index ot 
industri al production t or Pebruary 1e 173, a s ooapared vHh 
171 (r evi eed) t or January . Aggregate i nduatrial output ro .. 
110re than eeaeonally, l argely a a a result ot i ncreased aoU­
Yity in t he unutacture ot araaaent. 

(2) St ock prices moved lover last week, with selling 
at t ributed t o proepecte ot heavier taxation and adverse war 
newt. The Dow-Jones aYerage ot i nduetrial etocka decl ined 
t o tba loveet leYel aince 19}8, Vbile the aYerage ot utility 
atocka reached tbe lowest point 81nce ite compilation vae 
begun in 1929. 

(3) Despite r elatiYe stabil ity in baaic commodity 
prioes, t he general price leYel continuea t o riee . With a 
furt her advance ct 0,3 percent to 96.8 in the l&lt weak in 
February, the BL8 all-oo .. od1ty index hal reached the 
h1gbeet leYel eince Septeaber 1928. !he index now etan4• 
29.1 percent aboYa the leYel ot August 1939 and 5.0 percent 
above that ot the week betore t he attack on Pearl Harbor. 

(4) lational inooae payment• aoyed ~ t o a new record 
annual rate ot t l01.2 b1l.l1one in January. Bonnr, tbe plll'­
cbaaing power ot national incoaa tel l ali gbtly below that 
ot December, due t o t he relatively ah&rp rise in l iYing 
ooeta during the aonth. 

(5) fbe tonnage ot steel i ngots achedulad t or production 
last week lligbtly 1xceeded the preYioue record eat l ast 
fall. Hove•er, the operating rate ot 97.2 percent ot oapa­
oity baa been bettered on numer cul cocaaiona. Operaticna 
duri ng the current week are 1chedul ed at 97 .4 percent ct 
capacity. 

--- ----

• 

' 
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Induatrial production at new h18b 

Aggregate induetrial output laet aonth ehowad further 
ga1na. !he Paderal R .. eM'e Board 1 1 prd1ainar:r and oonf1-
dent1al ett1aate for Pabruar.r 1ndioataa that the eeaeonally­
adJuated index of 1nduatr1al production during the aonth 
roee 2 pointe to a new h1gh of 17). (Baa Chart 1.) fhe gain 
vas due t o the taot that actual output roae acre than 
seaaonally, and on t he whole elightlT exceeded the pre?ioua 
peak leYele attained laat tall. AotiYity vae eharply re­
duced in the automobile 1nduatr:r, and vae aleo out eoaewhat 
1n the woolen textile, and paper induetriee. Howe•er, 
these declines were more than offaet b:r inoreaeee in other 
industria•, principally tboae engaged 1n araanent aanutactur­
log. Despite the recent gain 1n 1nduatr1al output, the 
Production Director ot the VPB last week atated that abort­
agaa of aater1ala threatened t o prnent attairuaent of aoaa of 
the product i on goala eat by the Preaident. 

fhe r1aa in the 1nduetr1al producti on index last month 
contraste V1th the declines ahown during aoet ot the period 
br the New York fiaea 1 and Barron1 a weekly i ndexaa of busineaa 
activity. HoWeYer, •• aan-houra expended on war material• 
output asauae increasing Uportance aa a gall8e of product i on , 
weekl;r indexae ot business aotivit7 are l ikely to ehow 
greater d1Yergenoea from the monthly J'RB i ndex than in tha 
past. Moreover, the coverage of weekly indexes has been re­
duced in recent periodo due to discontinuation of weekly 
producti on data t or the automobile and cotton textile 
induatriea. 

Stock aarkat deolinea to new low 

In the taoe of mounting induatrial aoti?itr, the stock 
market continues to move lover. Under the impact of addi­
tional adverae war neve and the outlook for further tax 
1noreasas, the Dow-Jonea industrial atook averagea last 
~aek declined over 4 peroent to a new low ainoe 19)S. (See 
Chart 2.) On a relative baaia, ut1l1 ty atoolta made an even 
poorer ehow1ng and declined t o the lowest level eince 
oompilaticn of the average waa begun 1n 1929. Friday'• 
closing utility aver~e of 12.20 contrasts etrilt1ngl:r with 
the record high of 144.61 reached on September 21, 1929. 
The volume ot trading vas relatively light until near the 
end or the week, when activity 1noreaeed aoderatel:r ae the 
earltet weakened. 

Even railroad etoolta, Mbich have reoentl:r been reei et-
1ng the deol1n1ng trend ot the market, sagged aoderatel:r 1n 
the latter part of the veelt . Excellent traffic prospects, 

-
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~roved earning& and !1nanoee, aa well aa relatiTal)' lighter tu burdene, haTe contributed to the atronger aarket per­formance ot these atooka. (Re!er to Chart~·> Early laat week the Interstate Commerce Oommieeion aut orized freight rate lncreaeee equiTalent to about two-thirds ot the aaount eougbt by the railroade, in order to o!!aet inorea111 in wage rates and other coata. Judging !rom aubeequent aotlon or railroad atooke, the ICC deoiaion waa about in line with market expeotatlona. 

Whlle the rlae 111 !ralght rat11 will enable the rail­roads largely to o!taet recent wage inoreaaea, they will alao add to lnduatrial ooata, whloh will haTe to be absorbed into the general price atructure. At laat 7ear1 e tra!!lo level, the lncreaeed rate& would raiae the national !raigbt blll b7 about 203 million dollare annually. 

Jboleaale pr1oes oont1nue to rise 

Extensive control or baalo oommod1t7 pri oea baa not kept tbe BLS all-commodity price index or nearly 900 oommoditiea trom contlnulng ite upward climb. In the week ended February 28 the all-commodity index ro11 0. 3 peroent to 96.g, the bigheet point elnoe Septeaber 1928. The index now atande 29.1 peroent aboYe the August 1939 pre-war leTal. (See Chart J, red l i ne.) 
After levelling out !rom mid-September through the week ended December 6, wholesale prioea rose sharply in the week following tha Pearl Harbor attack, and reeuaed their general uplllll'd trend. Prom December 6 to the end or February the index advanced 5.0 percent. Aa ia ahown in Chart ~. tour component lndexee aooounted tor moat o! the advanoe: tara product prioea 1noreaaed 12.3 percent; chemioale and allied produoteJ 8 . 2 percent; rood&, 7. 7 percent; and textile prod­ucts, 4.b percent. Tbat chemical prioea haTe not riaen higher is doubtless due to broad action taken by the OPA and the Board or Economic Warfare. Textile pri oea ln the week ended February 28, it will be noted, adTanoed aore than pri ces tor any other group, re!leotlng sharply increased priooa tor woolen and woreted materials, and moderate inoreaaee in clothing prioea. 

Ba•1o cop'Qditx pr1oes higher 

The BLS pr1oe index or baelo commodities moTed upward laat week, de~arting !rom ite preTioua stable trend. (See Chart 5·> Tbe indexee tor toodetut!e and raw indue­trial materials both ad~anoed. The riee in !oodetutr prioea •ae due principally to blgber prioea tor 11Yeatook and 11Yeatock producte. Hog prioea baTe now advanced 32.1 
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percent e1nce Dtoeaber 6 and 107.3 percent elnoe August 1939; 
pr tcea t or eteera have advanced 8 . 2 percent elnce Deoeaber 6; 
end lerd prloea have 1ncr .. aed 17.7 percent e1noe Deoeaber 6 
t o ceiling levels. 

Price ohangee amoag induatrlal raw aater1als last week 
were l1a1ted to three ooamodltlee. Plaxeeed prices oontlnued 
their broad riet, and wool prioee advanced, vblle cotton 
prices decl ined elightl7. ! he etrength in flaxseed and lineeed 
oil prioee waa 1ntenaified b7 further etringeno1 in ahlpping 
epeoe troll Argentina and an announoeaent that the Canadian 
Ooverneent had •tro~en• all f laxeeed etooke in elevators and 
mill• beoauee of the international ai tuatton reetrioting IUP­
pliea of vegetable oils. 

Cotton textile eituation tightening 

Sales of cotton goode, espeoial l1 ot untin1ahed gooda, 
are currentl1 exceeding their ver1 high production voluaea, 
and it 11 beUeved in the trade that lhortagea rtll develop 
by next a~er on a&D1 olaeeee ot tin1ehed goode. Manu­
f acturer s of fini shed goode are finding it difficult to 
obtain oonUnuoue and unvar1ing euppllee of cloth, and aanu­
tacturere of cotton goode are finding it 1ncreaa1ngl1 diffi­
cult t o obtain adequate auppl1ea of 1arn, 

In Januar1, cotton aUla ooneuaed raw cotton at a record 
dally level, although thll was onl1 two percent over the 
rate in effect ten months ago. Only a very small percentage 
ot aplndlee were idle, and thoet in operation averaged oloae 
t o 19 houre of active work a day . !he ohlet limit to aoae 
rurtber aot1v1t1 1e reported to be a abortage ot aatiefaotor1 
labor. 

!be Departaent of Agriculture t oreoast s an even greater 
r ate of alll oonsuapt1on ot cotton 1n the a ontba tamedlatel1 
ahead, at a level which rtll aater1all)' reduce the oarr1-
0Yer ot raw cotton as of August 1, 19~2 . raotore contribut­
ing t o greater cotton coneuaptlon are reduced laporte of 
and 1noreaaed war requirements t or Jute, hard flberl (prin­
cipally eleal, henequen and abaca) , and wool . Moreover, 
laporte of raw and aanld'actured cotton , aUk, flax, and heap, 
nov reduced or el ia1nated, have hitherto aggregated a con­
siderable quantity. In 1935-39, these lapor te averaged 31 
percent ot tbe fibers availabl e tor oonauaera in the United 
States. Cotton will also have to be uatd in auoh larger 
quantity in plaoe of burlap for the greater requirements 
i n the pr oduction, harvesting, and aarketing of tara pro­
ducte, and t or aandbage. 
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Boae ooament ie noted ot a poeaible cotton lhortage in 
19~3. In thl& oonnectlon 1t U a1gn1tioant that Beoretar,. 
ncli:ar4 baa called on cotton taraera t o plant their tull 
acreage allotaent ot 27,400,000 aoru ot cotton in 1942. 
fhe 1941 crop ot 10,976,000 balae wae produced troa a 
planted acreage ot 23,250,000. 

National income pazaente atill rieing 

National income payments continued to rise in Januar7 
and attained an annual rate ot 1101.2 billions. (Bee 
Chart 6.) Tbia comparee with an annual rate ot 1100.2 bi1-
1lone in the preYious month and 1!1.7 billion• i n Januar7 
19~1. However, due to a relatively aharp riee in liYing 
ooeta during Januar,., the purohaeing power ot national 
1noome payments actually shoved a aUght deollne trom the 
peak leYeh reached in December. (Reter t o Chart 6 •. ) 

! he t otal national incoae produced in 1941 ia estimated 
by the Department ot Coaaerce at 194.5 billions , or 22 per­
cent aboYe that in l94o. A part ot the increaae, hoveYer, 
vae due t o the higher price leYel , real income shoWing an 
estiaated inoreaae ot 15 percent. Wages and ea1aries paid 
1n 1941 totalled 161.2 billione, about 25 percent greater 
than in the previoue rear. The Department ot Commerce notee 
that at the end ot 1941, national inooae produced vas running 
at an annual rate ot about llo4 billione, ot vh1ob about 20 
percent represented var production. 

Seasonal decline in non-agricultural employment 

Largely as a result ot seasonal taotore, oiY11 non­
agricul tural emplo,..ent in aid- January vas 1,235,000 lover 
than a month earl ier. HoveYer, 62 percent ot the decrease 
was due t o the usual reduction in teaporar7 personnel in 
wholesale and retail trade f olloWing the Chri ataas holld.a7 
ealee ruab. Total oiYi l non-agricultural emplo,.aent in 
January vas approx1Ju.te1J 39,850,000 --a gain ot 2,700,000 
oYer the 7ear-earl ier level. taotor7 eaplo,.aent roae 
1,!)00,000 during the year, thue aooounting tor vall oYer 
halt or the total increaee. 

Anal7eie or the January non-agricultural emplo,.aent on 
a regional basis reYeals that the W1deat gain oYer ,.ear­
earlier leYele vas ebovn in the Paoitio ooaat States, with 
an increase ot OYer 17 percent . NeYerthelesa, the l argest 
gain tor any State vas shown by Alabama, t olloved b7 
Oregon , the District ot Columbia, and Arkanaas, in the order 
named. Only Plorida and Lou1aiana ahoved eaplo,.ment deoreaeee 
troa year-earlier leYels, although the gain in Michigan vas 
limited to 1e ss than 2 percent , due, no doubt, t o the cur­
tailment in automobile production. fhe percentage increaee 

-
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or 4eoreaae in non-agricul\ural •pl07J1en\ by Statee froa 
JanuarY 1941 t o January 1942 1a ehovn in \be attached !able 1. 

Steel operation• at new high 

Although last week's ateel operating rate of 97.2 per­
cent or capacity has been exceeded on numerous oocasione, 
tbe tonnage or steel ingote eoheduled tor production last 
week (in view of the industry's exp&nded onpaoi\y) wae 
eligbtlY above the previous record eet at the end of last 
October. During the ourrent week, operation• are scheduled 
at 97 .It percent of capacity. 

In oonneotion with ite efforts t o break the bottleneck 
1n eteel plate production, the VPB announced laet week 
that new epeo1fioations bad been worked out with the 
Karitiae Oommiseion tor plates f or tbe 1 ugly duckling• oargo 
eblpe. Ae a reeul t, it was stated that SO to 90 peroent of 
tbe plates needed t or these shlpa would come from converted 
ttr1p sills, as compared Vith onl y about 10 percent hereto­
tore. fbis will serve to relieve the heavy pressure on the 
normal plate-aaking tao111t1ea or the industry. 
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( Percentage 1noreaae 1n non-agricultural .. ployaent 
Januarr 1.941. t o Januarr 1942, 

br stat .. 

State 
Percent State Percent 
increase 1noreaee 

,\laban 22 .~ Ill1no1e 11.11 
or egon 21. Utah 8.11 
outr1ot of Oolwab1a 21.2 Iowa 11.6 
.t.rtansae 17 -9 Weet V1rg1n1a 7-tl 
waablngt on 1I.6 1'enneeaee 7.8 
Cal1forn1a 1 . 11- Mev Xex.too 7 .~ 
KalDI l.~ - 5 Hew York 7-
••• ..s. l. .8 J:aneaa 7-5 
V1rgln1a 12.9 Okl abo- I·o 

. 111 u our1 12 .3 I daho 
Me brut& 12.0 South Oarol1na 6:~ 
Jev Bupab1re 11..8 llhode leland 6.1 
lfev Jeraer 11..8 South Dakota 5·~ 
Conneon cut 11.5 J:entuok,J 
Colorado 11.1 X1aa1ea1pp1 tt 
Vll'IIIODt 11.0 'l'ezae 4. 
Georgia 10.7 Borth Oarol1na 4.3 
Ohio 10.~ Delaware 4.2 
Juoona1n 9.6 Borth Dakota 3-9 
Massaobueette 9-3 Montana ).6 
Penna7l nn1a 9.3 Wyoa1ng 2-5 
Arizona 9.3 M1oh1gan 1.9 
Maryland 9-2 Lou111ana -0.9 
IndUna 8.9 Florida -1.5 
Minnesota 1!1.9 

Source: Bureau of Labor StatUUoe 

-
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!ll!!THLt RBI'OJR (!' IAUCJIAL DEFI!ISI C'"' 

nBR!!ARX 1942 

Application. r.ceiT~ u ot J&ni!&I'J 31, 1942 
Appllcatlonl NOli~ during Flbrw&I'J 
PrniOUI~ report~ 0&1111 ...OpeD~ 

Total r.cab~ &II of Flbrw&I'J 28, 1942 

• • • • 
C..pieud inneti&atioaa aa ot J&ni!&I'J 3l 
C..pletld 1nnetipt1oaa during Febrw&I'J 
Total e.-plat~ imeeticatiou aa or Febl"II&I'J 28 

Applleation. withdram u ot JUIUU'J 31 . 
Appllcationo withdram during Febrw&I'J 
AppllcatiOM ddinr.d to De~t of Jultice 
Total appllcatiOM withdrawn u ot Febrw&I'J 28 

9190 

__ 6 

5647 
.J:r1 

126 
llarch 9, 1942 

Total caaaa cloa~ u ot Fobruai'J 28, 1942 9162 

Appllcationa pending in ottioe aa ot Febr>ai'J 28 5 
~ppllcationa ptndin& in field 11 ot Febrw&I'J 28 ~ 

Total applloationa pendin& aa ot Febrw&I'J 28,1942 __.l!!... 

• • • * 

M•nh ensy~ co thia work under d1!!9tion ot thia ottlca cloa• or 
Febrw&l'I l91t2• 

Alcohol Tax Unit 
Seem Serrlc• 
Cuet..., Serrle• 
Narcotic• serrloe 
Intelll&enc• Ullit 

54 

2 
6 

38 
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Sent to llcConnell 1n Mow forlr. c/o J. J. O'Connell, Jr. 
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J;eu • .l!cCoD.Dellt 

Now that we have reached an underat&nding 
tn&l you a re to take on the Job of runninL• aa itt 
President, the affai re of General Aniline and Film 
Corporation, aided by a a!ll&ll croup of !lOt mora than 
lJree man to aerTa with you aa a Hoard of 1 i rectora 
I think it desi rable to atate again the t eneral ' 
policy •~ich t he Conrm:aent propo1u to puraue in 
ha 01111(; t he atlalre of the CCI:IIp&DJ'. 

Our prograa enliaagea the alimlnation of 
all t hin11 in General ! nilina and Fi~ Corporation 
repreaenti~ control by Ge~ intaraata. Thtaa 
cont rola ate3mad in the !irat ins tance !roo ownerahlp 
of the corporation by 1. G. Farhaninciuatri a whi ch, in 
u l Ge~, haa bean i ta atauncbn t bulurk and full 

partner. ~n daali nc with i ta aatallitaa outaida of 
Germany, I . G. Farhan dan loped an extenai ve and well­
or:;aniuc! a;yatn of contJ"ola. :.len Mrt trained i n 
I. C. : arhan ~•thoda and teoh&iquea in taa no:~~e office 
and planta. Soce o! the" ;nan ware a!lle technical 
"en, othera ware younger aona of t ne do.!nant families 
wi thin the or&ani zation, but all of t hem wert ;nan 
n~oae lo;yalty to I. G. Farhan waa unqueat ioneo and 
uone of thao would have been appointed to auch im­
portant inouatrial poata outalde of Gt r;lii..D)' it auoh 
..al not been the cue. 

Aa aoon aa they were t rained they wart aeot 
to varioua countJ'iea where they ware placed in key 
technical or admlniatrative poaitiona in coillpaniea 
wi t hin t he I . G. Farban aphare of ln!luence. They 
were encouraGed to Q&rry wi thin tht new country and 
acquire ita e1ti&a~ah1p , but they r~~ined "I . G. 
, arbon ~en•. EYen alter filll ny the ~•Y poai tiona 
in tnla way other control technique• ~ere a2plo;yed. 
Aa recently aa lat e in 1941 managerial policy •a• 
beiuc dictated fro~ Gt~Y by tranaatlantic telephone , 
and until that year periodical official vlaita •ere 
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tho aattled r ule. Option aereeQenta of bewilder~ 
conplcxi ty reintor cea or replaced control by share 
ownerahip. Croaa-licenling a~;reementa, control agree­
'"enla and agreement. tor the exchanE;t of patenta and 
"know-how• , imple,nented by fre quent u change of in­
formation cemented enduring t i aa. All of theae ~othoda 
~ere tound to be present in C~neral ~niline &nd Film 
Corporation. 

The C.nan- owneu atock baa already been 
vested in the Secretary of the Treaaury. Furthe~ore , 
we have broken the linea of co~unication betwean t he 
two companiea in eo far aa t ney relate to the open 
exc . .anr;e o! infol';!l&tiOn and •know- how• , and we are 
acd ahall be dealinc ~ith the uore obvious waya in 
whlch the operationa of General Aniline have been con­
trolled f r om Cermany in the paat . ~ore uifficult ia 
the proble.n of Co!llpany pcraonntl , and that le a r.~&tter 
which requires develop;aent aoaewhat l.n t'.etail . An 
effective Job of freei~ t he orf&nization fr~ German 
domiw.t.ion and control requirea ihe elimination o! the 
I . c. Farben men. 

In practice, all persona of execut ive or man­
agerial atatue who have been eonnect~o wit~ 1. G. Farben 
wlll have to be n plaeed aa eo on u possible by ::1en un­
queationa:~ly devoted t o Al:lerican io~oala . 

~. i th re[;&rci to leennlcal pnaonnel of sWlr.r 
beclq;rouna , our objectlve cu)' talte loll(.er t o attain. 
~asuginc Llat these ~en. or ao~e of the~ , have such 
tecnnical quallficationa aa woulo QAke t hei r icoediete 
oianlaaal ~practica~le f r om an operatlnr s tanJpoint , 
they will be r etained under ourvelllance for eo long 
aa is required to obtain en<. t rain au1 taJle substi t utae 
£or the~ . In dete~nin& the rate of eftectint theae 
c.1au1.oa I expect to rely heavily on t lle juu;.nent of 
tho r.tanege111ent. 

Peraona or doubtf ul allegiance ~y also be 
round who do not have I . ;; • .-·arbon baekgrounca.. 'rnese , 
ioo , wl.ll be ellminated . Uowever, our prof r&lll does not 
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involve the dia~laaal of employee• aimply because 
lhay are or German birth or extraction. 
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Ot courae, the whole proer&m muat be carried 
out with a view to maint&lnint; , aml wherever pouible 
expanding, the operations or t b.e Company \'!hose procuc:tl 
are ao neceasary in the war etfort. 

t ill you pl eaae con!i~ t o ~• your willi nc­
noaa to operate t he affair• of t he Company i n a canner 
calculatea to achieve the reaul ta hereinbefore outlined. 

Sincerely youra, 

'lr, Robert E. !.!~cConnell, 

.:iddle burg, 

Virginia. 

JJO'C:mdm 
3/7/42 

(l>iJI*I) .ti. Miqealoball, Jt. 

Secretary of t he •rreuuey. 
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.; VI. Y :h JAI LY N ELEL l it vUil n FN':7. vLL ur.; 7-. "L C.'t 

I. J.;' ,1 vr LC.IIH I I.~ Ll.T T:UH~L llE.'I i.l'lH ~~~~ 1 N ~!. t XP .r.r.::c.:, 1,:111 

T T •· 7 .. 1 L:> .JF !11~ T!:l. i''O': Fl l.::T .:or.rli uVr 10'1' l!l:Cii ;·!iL ;. r T~: .• 

I. • I ...... E T. u t.I Ll. A1 r::on;. 

('>ia:ned) 1:1. Mnrgent.ball, h. 

SF. !>.:.71. ; y Or Til. 7t:!'AS t;:~! 

:'!~:vla - 3/9/42 

/ 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

Karch 9, 1942 

liEIIOIUNDUll TO THE SECRETARY: 

132 

The foll owing are a few obaervationa made as a result 
ot a preUalnar7 studJ' of the W. P. B. report or Russian 
Lsnd-Leaae eteel requireaenta received tod&J. 

1. The narrative report b7 commodities haa been pre­
pared to ehow an onrall picture. The illlmediate concern h 
to make up ezieting deticienciea b7 April let aa dir ected 
b7 the President, and our reports to JOU have been prepared 
on that baeie. It ia realized that the time ia short, due 
tor the aost part to dela7a b7 the Ruaaiana in submitting 
requisitions. However, the President's request, likewise 
the purpose of Kr. Stettinius' visit to you, and your in­
structions emphas ize exerting everr effort to overcoae ex­
isting deficiencies prior to April 1st on Protocol it..a, 
which ia the objective . 

2. The schedule which follows page ten i.n the report 
shows the Protocol commitment tor the ai x aontha prior to Ap­
ril let aa 294,120 tona. I have not checked that figure, but 
the next colllllll shoa the detioienc7 as or April lat as 
106,516 tone which takes credit tor itema other than those 
contained in the Protocol, and the actu.al deficiency ia 
175,693 tone, the total ot item. 25 to 41, crediting the ex­
oesue. 

8. ETidentl7 theW, P. B. Steel Group haa used dif­
ferent claaaitication tor their report. For example, Steel 
Wire for which the7 show 26, 718 tona allocated, of which 7500 
tone are allocated for deliverr b7 April lat, wher eas our 
recorda ahow recsipt of allocation ordera tor 4202 tone. 

~ There m17 alao be allocations which the7 have made which have 
~not 7et cleared through to us beom ae the figures which the7 
~it BUY report do not reconcile wi th our record of actual allocation• 

( '"tn O 
•hflt .... ""'. 

I • .,..,. .. .. _ 

Regraded Unclassified



--

( 

133 
- 2 -

receiTed in m&n7 inetanoee, which will be checked further . 

On page nine or the report it ie etated that the def­
icit ae or April let will be made up by April 30th. While 
the report goes into considerable detail, ar reaction to it 
waa that it wae not reaponeiTe to the immediate problea of 
oTerooming to the extent poaeible existing deficienciea or 
epeoifio iteae by i pril let. 
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TREASURY DEPARTMENT 

INTKR.OFI'ICE COMMUNICATION 

DAU March 9, 1942 

TO Socro~orr Hor,oothau 

'"0 " Mr. Jllltrloh sTn iCT LY CON FIDENTIAL 
O!!lclal oaloo o! » r ltloh.ownod dollar oecurltloo uodor tho ?ar louo ?oot · 

1111> ordoro o1Dco Fobruarr 19, 191Jo: 

Fob. 23 
-- 24 

25 
26 
27 
28 

No. of Sharoo $P.ocoodo o! llo•11161 Value $ Pro<>oodo ot 
Sold Sbaroo Sold o! Bolldo Sold llondo Sold 

HolldaT 

Saleo !ro• 
rob.22,191Jo 
to i ob. 21,1942 2.847,610-1/6 281,858,763 45,647.516 

Saln troa 
Job.22,191Jo 
~o 7ob.2S,l942 2.847 ,610-1/6 281,858,76} 31. •IT}, n6 
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TREASURY DEPARTMENT 
135 

INTER.OFP1CE COMMUNICATION 

TO 

l{r . D1o~r1ch ST, ' t'T LY Ido l... , CONFIDEN TIAL 
Otf1c11ll oaleo of Br1tioh-owoed. dollar oocuriUoo under ~be nr1ouo Ttot­

IO& or4oro oinco Pobr11ar)' 1~ , l 94o: 

Fob. 2J 
24 
Z7 
2o 
27 
26 

Saleo f rog 
Feb . 22 ,194o to 
F•b.2l ,l942 

Soleo from 
Feb. 22, 194o to 
Feo.2d,l942 

$ Procoed.o of 
Sbaroo Sold. 

281 ,858 ,763 

281 1S5S,7b3 

i procetda ot oon-vePt ed aecur1t1ea 
Fob. lb, 1942 - Fob. 21, 1gh2 

~ ~roeee4e ot non-Yeeted aecur1t1es 
Stpt. l, 1939 - i'ob. 14, 1342 

$ proc10do or ooo-uoted. soeurit1eo 
s.,~. l , 1939 - Pel>. 21, 1942 

$ Procoodo ot 
Bonde Sold. 

37 , h73,7lb 

37. 473 1 7lb 

oold. 

oo14 

oold. 

Jan. 7. 1942 - Cub DiTi~ond. on l5b Sbareo 
J&n. 9 , l$42 - Partial Liq11ldating Dividend. 

'l'otlll 

319, 332,479 

319,332.479 

5()0,000 

24},100,000 

24},b00,000 

OIWll> om.u. 

9 Unite oold. rro~ Aug. 18 , 1941 - Pel> . 14, 1942 
11 Shareo Stock Dividend oold AU&• lS , 1941 - itb . 14 , 1942 for 

5i>,007 R1!1bto •old. tro10 Jill)' 24, 1941 - Feb . 14, 1942 !or 

319.332.479 

24 3. bOO, 000 

$ ol 
125 

42 
123 

102 ,938 
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TREASURY DEPARTMENT 

INTKIII.OI'1'1CE COMMUNICATION 

DATE March 9. 1942 

TO Soorot&r7 Morconthau 

•• • " Mr.· Diet rich ST RIC TL Y CON FI DENTI AL 
ottlclal oaloo of !ri tioh-ovnod dollar oecurltioo under tho T&rlouo TOot­

In' ordtrl olcce Ptbru&r7 19, l9llo: 

16 
11 
16 
19 
20 
21 

io. of Sh&rto $ Procoodo of No•inal faluo $ Procoodo of 
Sold Shareo Sold of !ondo Sold !ondo Sold 

Salu fro• 
reb .22.19llo 
to 7eb.l4,1942 9.847, 610-l/6 281,858.763 43. 641.516 }7,473.716 

Salu fro• 
l'tb.22,19llo 
lo Fob.2l,l942 ?.84] , 610- l/6 281,858.?63 }7,4U.ll6 
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TREASURY DEPARTMENT 

I NTEJt.OP'P'ICIE COhlhiUNICATION 

DATil Karch 9 , 1942 

TO socro~art Morcent bau 

STRICTLY CONFI DEN TIAL 
otrlclal tal II of llri tiah-ovned dollar oecuritiot under the nrioua n ot­

In~ ordort oince J'obrW>r;r 19, 1940: 

i'eo. lo 
17 
1d 
1~ 
20 
21 

Saba t r0111 
reb. 22,194o t o 
reb.1b .1942 

Selu frOCI 
Feb . 22 ,19liO to 
l'eb. 2l.l942 

$ Proceodo of 
Share• Sold 

281 ,856 ,7&3 

281, 85§,]63 

$ Pr octtd.o of 
llondo sold 

37. 473.71b 

U ,4U,71& 

$ r~OCttdl Of DOC-Yeat ed 1eeurities I Old 
fob. 9, 1942 - Fob. 14, 1942 

S pr-oetade ot aon-•eated aecuritlee 1old 
Sept. 1, 1933 - reb. 9, 1942 

$ rroee•~• ot aoc-Ytated aecur1tlea aold 
Sept , 1, 1939 - Feb. 111, 1942 

JAO, 7, 1942 - Caeh Dividend on l 5b Sba.roo 
Jan . 9, 1942 - Partial Liquidati ng Dividend 

,!19,332 ,479 

319.332,4]9 

200,000 

242,9QO .OOO 

243,100 ,000 

G!WID TO'llL 

9 Unlt o oo1d from £ug, 1S, 1941 - Feb. 14, 1942 
ll ShAree Stoolc Dividend ao1d Aug. lS , 1941 - l'tb . 14, 1942 for 

5• .007 R1£ht• oold troQ J uly 24, 1941 - Feb. 14 , 1942 tor 

319,}}2,479 

2113, 100,000 

<62 , 432,479 

$ &1 
125 
42 

123 
102 ,938 
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STRICTLY CONFIDENTIAL 

My dear Mr. Secret ary: 

DEPARTMENT OF STATE 
WASHINQTOIII 

!.!arch 9. 1942 

138 

I refer to your requeet tor my comaent i n regard 

to the proposed agreement to extend financial aid to 

China pursuant to Public Law 442, approved February 7, 

1942, and Public Law 452, approved February 12, 1942. 

The matter is, of couree, one with regard to which 

responsibility liee primerily with you and the Presi­

dent. In my opinion, retention or Article II ot the 

draft ol•igi nally presented to Dr. Soong or an exchange 

ot letters along the linea ther eof would serve uaetul 

purpoeea both tor the Chi nese Government and tor th1a 

Government. I believe that auoh a provision ~~uld be 

reflective ot the cooperative epirit vh1oh underlie• 

the common war ettort ot the two oountr1ea and might be 

or eome aeeietance to the Chinese Government 10 reeiat­

i ng pressure trom any group in Oh1na whioh might advo­

cate an unwise use of any part or the runda made 

available. 

Tbe Honorable 
Henry Morgentbau, Jr. , 

Secretary ot tn. Treaaury. 

Realizing 
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Realizing that you have considered both the eoono~io 

and the political anglee or the preble~, I ~prepared, 

1n view or the opinion which you have expreeaed orally 

that the adoption or the Oh1neae Government's auggea­

t1ona would be eat1atactory, to concur 1n the oonolu­

a1ona at which you arrive and the couree which you 

propeae. 

S1noerel7 yo 
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THE U HDt.R S ECRETA RY Or T HC TRE.ASU RY 

WA8HI N OTON 

l larch 9. 19112 

l:il 'O!UlnlUU FOR THE SECRETARY: 

Att~ch•d is ~ photost~t copy or n l ett• r we roceived today f rom 
Undtr Seero";.""~.ry Wel les on t he question of el1.m1nl't1ng Article II f ·roo 
tho dr•'t or· .,.--ret!llent we orig!.r~..:ll;r ; r eoont •d to Dr. Soong. I n 
:>r. Soon~ ' • l•Her of !.!erch 3 , 1942 , he ot~ted tht t t he Oene~ruhoif'.o 
• ·• r r!aod tl.o follo·.nn;; point with r oopoet to .Article II : 

1 R .. • Uona in c: ung!dng a• to .Article II mroeN" to be t hat 
the t:. s. Govnrn:le:tt trill in so:Je rre~ '!)UI ,Jud~Ont on the use& to 
·;,.!e" t ~ Loa.n ~ be !)Ut , a."'.d thereby lie! \.a in so:e de~ee tbe 

frtt<'O!l of t•cldfl6 c!iaburaeoet:t. 

1 Ao C tin.'\ in M:/ ccoe would like to l<eop tho Secre t ory inforced, 
f'nl' tt. t ht Secretary has in t he p,:..~t without nny IIIJ;l"8Ct.lent alwe.,ys 
e~trto~ him3elf on every occA~ion to help Chi na, he aUQ&este t hat 
Artic".e 11 ia wmeces~e.r:r, d nce 1 t ml\l~e" ot ftuch voluntary Bets 
nrndrtory. He ther efore hopes that Ar ticle I I mar be dropped . • 

l1\ line tT1 th our conversa tion a few daye ago Tte N:reo<\ omong our­
ulvoo to dro~ out Article II . Repr eoentativos of the Stnte De;>•.rt r.:ent 
~ere n ·•.ent end rrhile t hey tl:oU(lht tha t Ar t1clo II """ deair ttbl e , they 
inf.ic, t od their generel mmrovel or at looo t wo tho~t t hey did. lie 
to not ~eel tl~t ue enn l~i the letter of Under Secrat~J ~elles ' stand 
on tho r ocord ao .-e have drei'ted a r epl y whic:ll 1o aloo at toched. 

1:\ vlflw of the urt;er..ey o:' thia CA~ ter, I ao aendin.g thla to your 
house. 

-
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THE 8CC:AETAAV OF THE TAEA8U"Y 

WAaH I NOTON 

JC1 dear llr. Wall•• 

I ha.,. your letter ot Karah 9, 19a, u.­
preaol.ni '1f3V op1n10D that 1 t WOIIld be d•irabla 
to rataiD 1n tba ~t .&rtiola II ot tha 
draft tint pr .. .,tN to Dr, f. V, SooD&o 

It 11 -:t '01• that tba cleciloi.,. cooaidar~ 
tic:aa &Ofti'DiD& tba ~ lll.lllCD n-ial aid 
to Ch1Da, u w ll u tba deaiftlxUit)" of ratam­
iD& pro'OiaiOD tor ecc.nltatioo ud ucbulp ot 
1ntorut10D, are political 1n character, 

r.rca the poiDt ot n• ot protaotiDC tha 
tiDaDcial iDt .r•ta of the UDitad 8ta- and of 
oatellllU'diD& tha -t attaotiYa accmc.io uaa ot 
the tiDIDoial aid, tba rataot101l ot Artiola II 
would be deairabl e. ~er, tba ~r ... ...,. wu 
-uJ.1DC to taka tba r•pooa1b111 tr at ·~ 
11 attaotiDC the sraat political 11114 peyobolo&­
ical Talua of thil tlour• al aid bJ iDailotiD& 
llpoD tba 1Dolua101l ot t111a pro'Oia101l 1n n• of 
tba raaotiooa ot a.-aliloeiloo Cld.aDc X.Wbelc, 
u iDdioatN 1n tba letter tna Dr. f. v. SooDc 
to tlda n.p&rt..Dt. 

I o '1f3V letter to - that )'Oil 
beliwa that h<a a political w1nt ot -n .. tha 
retaotioD of tiel• II ill d .. ~. .t.oaord­
iDsl;y, UDl•• 7011 adrl.aa .. to tba OODtr&rT, I 
propcea to r to Dr, SoaD& that, after baYiD& 
talom tbe ut up rlth tba Stata Depar-.t, 

141 

Regraded Unclassified



-2-

•II 
1a 

SiDe• 
aDd tbat ­
ou.t ~. 
011 t.ldo ut 

<4 ...... t.; U>1l acrommt wi~ an.,.,.... ~1"" 
lOibl•· 

Sine~ JOV8, 

'r"- Honorable s.- w.u .. , 
Uad•r Secretary o! State. 
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March 9, 191!2 

Bocora1>1o tho S.crot0Z7 of tho 'ri'Oaftl'7 aD4 onc1oooo copioa of 

an oxcorpt fro• a to1ocrea 4ato4 V.erch 6, 1~2, fro• the 

A:>erlcu .Aabaaoo4or at Cmmgldnc, Ohlna. 

.!bc1oouut 

Jroa nnb&eq, Ch~g, 
an excerpt, March 6, 191!2. 
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JXJml1'! 711011 mmpt!! JIOII Cl!U!ICIIII~, D1D:D MAleK 6, 191!2 

•ID the ..,ono•io !iuAoe !i.U, interut bat oentertcl 

.roand the larce .American &D4 l!rHhh crt4Ua, sruted io Chine 

ln lobi'1W')' end t he II&DJ>tr 1.n Wich tlle;r will ba .-plo;rt4. 

Currency ln!laticn, with reoul tent price rbeo, board iDe, 

lll4 opecv.latlcn contlnue to be a mJor concern. .t. 'coaod1Uu 

edalnlotratlon' baa ban aatabllaht4 with a •lev io atabllbinc 

prlcoo and atiacldnc iha boardiD« aitu.Uon. .t. nev l and 

o4111n1otrailon baa bee aet up oatanaibJ.T u a preparation for 

4oal1Dc with land prcbl811a. Paat u;perianca 4oao not make for 

cptirAia with repr4 io the auccaao of tha .. crCil"isatlou, but 

there lo acme reaaon tor hopa thAt in pre oent clrcumttancaa 

ther 111t7 attack iha probl8111 oora ruolutalr. .1'here are 1.nd1ca­

tlone that the .American crecl.1t al&bi ba at!actl•alT e~~plo;vt4 

u o.n a14 iovard aol?inc ihota probl•• end io etl.ftla tinc 

~reduction o! con011lDption cood• aa w ll •• io at\tek tha 

currt1107 1Dtlat lon e1tuat1on. • 

1-4.6 
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TREASURY DEPARTMENT 

INTKI'I.OI"'''CK COMMUNICATION 

TO Seorot lll'T Mor~nthau 

,..,M Mr. lllotrlob CO N F l D ENTIAL 
Roc lotorod otorllng tranoact1ono ot tho roportlnc b&Dkt were a o tollowo: 

Sold to comaerci&l concerna 
Purchaaed from co~ercial concern• 

or tbe ourllnc purcbaoed, £100,000 vat report ed to han 
Jlf t~e n:port of burlap fron tb1t countt7 to Canada. -

i. 29,000 
£115,000 

repreaented the proceed• 

Opto o:arll:tt ttorl~ r euined at 4. 0J-Jfll, vltb no reported. t ranoactlont . 

!he CanadiM cl.ollu cl.hcotmt vldtned to 11-11/16:', at co=parod vltb 11-1/Zf. 
oo Satur<IIIY an4 11-3 /4f. a week a&<>• 

Rotlectlna a ol1cht c~ In tho ratoo roce!Yocl. fro11 ~!exlco City, tho !low 
! ori< bid .Md otforocl. quotations for t he V.oxlcan puo ve ro ,206o and . 2064, 
rnpect!Tol:f, u coaparod with tho quotatlona ot .2055 and ,2o65 which hawprna lled 
olneo latt Dooombar g, 

lo !lev York, clolln;r quotations for t he to~elp curroncleo lla t od below wert 
a• tollove : 

.l.r~ntlno poao (froo) 
Brazilian 11llrelt (troo) 
Colombian poao 
Tontouolan boliTa< 
Urucua:ran peeo (!roo) 
Cuban poao 

. 2J70 

.0516 
·5775 
.2800 
·5Z95 
7 /32f. prnl"" 

oo oold $J,988,000 In gold to t ho Cantr al Bank of tho .l.r~ntlno ?.opubllc, 
which vao t&r~~~arked for ito account. 

l1o nev aold. tncat;tmenta vere r eported. 

In London, opot and forward allvor remAined at 23-l/2d, oquiTalent to 42.67¢• 

The rro~tur¥ ' • purohaae price f or f orolp tUTOr wao uncbs.n8od at 35¢· Handy 
.. d P~rmon' o oottloaont price for foreign ollTor vat a loo unchanged at 35-1/81. 

'ole ~do no purchateo of oUnr todaY. 
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Cow Ho. a 
IIUTISH lllSf S~ 

(u.s. s!I:RS•) 

14.8 

fNt PJST. Uo MWS has been received !'rom tho tolloTf'ing ahipe and it 

1a pro~ t.hnt the.)' a.re loe t t 2 H.r.t. Oruioere, 2 deetroyora, 2 eloope end a 

b)Se ahip. One or H. •s. Cndeers has arrived eatol.y in part. 

C1\o or H.W. trawlers ••• sWlk by 111ne or tsrpeclo aouth of ICBLAJID (C) 

oo the 8th. 11. 11 now knoo:m th:t.t a British ta.nJ.cer ot McUua tonnace, a 9000 ton 

!rlt.lth •rchant v .. ael and. a sr:all "fo-"'Of!\an ehlp "'" loJt. in tho .Java area. 

~· A "000 ton llrl tJ.oh l!ei"Cllant s'Up "" torpedoed o• the 2:lrd February ln outwrd 

C"'lTf'O· t tar out. ott •:ovtoundlarld . 

2. ''J!.II.Ut'C. 

L1b)'t\, 7th. Some iner N!od e.*O' act.lvi t.y in TaiJd. area. Eneey 

artiOI\Hd oars vi tb1rou a.r·ter be in!; err.gaged tr.t one or our lnt&Jlt.r}· col11mns in the 

area totl milee eouthweet of lnini. 

Dunao . No militar:r r opor t reoeiv&d . 

Not'l Ouihoa. J.lo nens of a .Japanese lanctLna At Soltw.GYO. boyond the 

pnbli~1hod Nlport. .U.r reconnnia:tanee on 5th ehowed 20 ooro!'lnnt ohlps at. archor 

n Rebo.ul (''ow llrlt.ain) . 

). !Jli...9Pll\A1t2;§. 

pe-r et.t.Uon at. Coa.tnes. 'lbe railgey centre, A"lbovW• .,.1 t.:__, • .attord factory 

MAr Parta , Hlt.l were aeer Ofl: t.."lo t.vo la\t.el" tftr'COU. .A.'bout. IJ!IO flehter:s 

O"lt. orttnlive oporo.t.lona or escorted the bQobora . ~ c'eZtn:Jivo Pfl trob 

a.brut 1~ alroratt. 2: eMilY f!f)\ters oe.:-e dotttroy~ and f) ~fi.W\r,od. l"lil lo!'lt ) 

Spttf'1rea And one Booton. 

~th/9th. 
265 a.lror aft, 1nol\~1ng 62 heavy bom">ora, --rero oant ot1t, 

!&"ten 210. H$vre 12 . Oot.nd 6. Aeronroooa 21. 8oa· !l'lln1ng 15. 

r '!port.a lnrSioat.o that t.h.e at.\ eck on Essen uu ouceeut\11 , It Alrora.ft ore Jllsait 

Abo\lt SO tntll)' aircraft operatod against t.!'.ta C0\1.1\try natnl7 ott t..'le a.ut coast. 

l'lr.bt rll!l>tora diOtro)'ed 1 am dar.aged another. 

Lll!)ra, 6tb/'7tb. llollillf!t.on• ho;>bod !longho•l 

harbour • 0nt A&ll. VONtl - 6 destroyed. 

i:alta. 7th, ?tb/Stb and Ot~. 

With IAlqa u wn objootlve. 4 V..lll~tons and oM Boau!le~tor "'" ~od. 
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9ure>a. 6th , OUr D1vis1onlll lloadquart<tra, 20 miles , I,E, of 

Rn~aoon r no hetwily bombed an<\ mneh.tno- gunnod. 

7th. Our f 1ghtero gave eonttnuouG protocti<>n to our troop" durinr, 

thei r withllrn~tlll from Rangoon and to sh.1pp1ng evacunt1ng demolit i on pnrt1es M •l 

eivUi nno, 

Java. 5th. The laot Allied fight.ers mlro deotroye<l in r opulai'll! 
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UNITm STATU GovoiNMEHT 

COORDINATOR OF INFORMATION 

WA.SHIHGTON, Do C. 

March 9, 1942 

The Honorable 
The Secretary of t he Treasury 
Washington, D. C. 

Dear Henry: 

The attached is a summary of 

opinion trends in occupied France and is 

based upon reliable and secret information 

which has come to us. 

Sinaerely, 

William J. ~ 
Enclosure 
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The French were tremendously depressed over the 

of Singapore and the escape of the German battle­

ships, but the parachute raid on the French coast by 

the British had a heartening effect out of all propor­

tion from military significance. A flood .of rumors 

of imminent Anglo-American invasion of the Continent -were unloosed. 

The already pro-British feeling was stimulated 

by the Billanoourt raid. However, it gave German 

propaganda an occasion t o exploit the accusation of 

indiscrimin.ate action against oi vilians by the RAF. 

This caused widespread ill feeling, especially in such 

coastal areas as Bordeaux end Le Havre. 

" Because of incre,singly successful radio jamming ..... 
few people in Paris ·are aware of Japanese shipping 

losses . The listener s want only news and are averse 

to talks. 

A great deal of latent feeling over France's 

fUture was brought out at the Riom trials. This brought 

to light intense and widespread attachment to t he idea 

of a Republic which conceived however as different from 

Third Republic. A strong emotional hold is bad on 

large sections of people with such words as "liberate". 

Because of fear and the effect of French opinion 

of a break between Vioby and Washington and because of 

American pressure, it is generally felt that Vichy is 

trying to avoid sending supplies to Roomel. 
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UNrrm STATD GoviRNMIHT 

COORDINATOR OF INFORMATION 

WASHIMG'TON, O, C, 

March 9, 1942 

'The Honorable Henry A. llorgenthau 
Secretary of the Treasury 
V/ashington, D. C. 

Dear Henry: 

The attached is a report on German 

home propaganda. 

Sincerely, 

William J . ~ 
Attachment 
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The Far East is still subordinated to Russia In 
in German Home Propaganda which takes the line "England 

can no longer do ~ing to us. The British Empire is 

being taken care of by Japan. Germany' s only serious 

enemy is Russ ia and when she is beaten the rest will 

be easy t hough not of necessity short." There is no 

longer a ban on stating t hat in certain parts of the 

Eastern Front the German position has been "dangerous. • 

The impression is given that the German troops have 

almost entirely been on the defensive, but in spi te of 

incredibly bad weather conditions they have repelled 

all •tough and vigorous Soviet .l.ttacks , all tasks mas­

tered", Russians claim advances "absurd". In prophesy-

ing the results of the coming spring offensive, great 

caution is being displayed. 

Churchill i s personally and consistently 

blamed for the "irretrievable loss• of the British 

Far Eastern possessions and the "grim hopelessness• 

of the allied position. The role of America is mini­

mized as •too weak to help". Much less talks are 

devoted to Japan, but l/5 i s all news. 

Much greater prominence is given to the 

Japanese and German sinkings of all ied shipping in 

the Atlantic and Pacific. Production in America is 

belittled, inade!iuate to replace the huge losses and 

"propaganda bluff" . 
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The report of Petain 1 s Co111ment on BUlan­

court raid was given in such a way as to make it appear 

that he was accusing the British openly of a cowardly 

attack worse than Uers-el-Iebir. 

Norwegian news was wholly suppressed includ­

ing the res:ignation of the Norweg ian bishops. 

There is no increase in general home morale 

in spit e of the successes of the Japanese. There is 

a strong suggestion of a drop in morale among the off i­

cers--oupplying upper middl e classes of East and North 

Germany. 

As the majori ty of the people are so strained, 

they haven' t the power to concentrate and absorb exact­

ing programs, Goebbel s advised the film industry to 

concentrate on producing relating entertainment . 
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TO 

TREASURY DEPARTMENT 

INT ER OFI'ICIE COMMUNICA TION 

Secretary llcrgenthsu 

l!r . ICillllarck 

z-
155 

DATC llarch 10,19112 

Subject: Summary or Intelligence Reports 

J•o•n~ttaclt on Russia 

According to the French Ambaeeador at Tokyo, the 
Japanese High Command is planning an at t ack on Sibftria 
In Apri l to eynehronlze with the anticipated Nazi drive 
•g•1nPt Ruas1a. 

(C.O. I . , 1 The War This Week,• February 26-l!arch 
5. 19112) 

01atr1hut 1on or JapaneAe ArmY 

00poa1te Siberia 

South Seas: 

Java ~ 
Re~t or Indies and 

llalaya 3 
Ph111ppines 5 
Tr.a1land and Burma 4 
New Bri ta1n 2 

( thr•at to Austr .. l lt> ) 

Total South Sese 

Ch1M 

Jaoan 

Grand Total 
(2-1/11 mil~1on men,2,~00 t a nka) 

Div1o1ona 

25 

22 

16 (plus independent 
brigade e) 

9 

72 

(C.O .I., •The War This Week, " February 26-llarch 5, 
19112; II.I.D. Situation llap, llarch 9,1942) 

. -
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B!~aone for Jaoanete VictorY in Malaya 

General Wavell summarized the following rectors as being 
reeponeible tor the Japanese viotory in Melnya: 

1. Previous war experience or the Jap~nese troops. 

2. Good discipl i ne and high morole or the Japanese 
soldiers. 

3· A high standard or Japoneae trnining ror the campaign. 

~. The possession or tanks by the Japonese. 

5· Jaoaneae superiority i n the air. 

There is a strong probability t hat the divisions used in 
t he Malayan expedition were the crack divisions of the Japanese 
a rmy. (This list is revealing in giving a picture of what 
actually happened. The British troops were not primarily 
def eA ted because they had no tanks and few plsn~s. although 
l ack o r these did contribute to the defeat. They were beaten 
because the Japanese did a better job. Tanks and airplanes 
ere not as important in jungle fighting as in ordi nQ ry warfare.) 

(M. I.D., Information Bulletin Number 9) 

f.ln~ 

Tonner , Finnish Mini ster or Commerce, recently made a 
s ne ~oh i n ~hich he stated that since t here had been no mi l itary 
activity ror t h ree mont hs, none need be antioipnted. The 
Censor auooresaed the nddress, but not before the release or 
It by one paper had caused wild rejoicing among the Finnish 
troooa. 

Desertion i s becoming common. 
to be d1sappointed at finding that 
~re•a conquered by Finland are not 
but r8ther tough enemies. 

Finnish troops are reported 
the inhabitant s in the 
Finns yearning to be rree, 

(C. O.I., •The War Thia Week," February 26-Karch 5,1942) 
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Gel"!!lln Navy 
~· 

(There have been & large number or alarmist rumors 
About the size or the German Navy. The following i s the 
ttst or German warshipe,according t o the Brlti eh. This 
1A .courate, I believe. In the last war, wi thout the 
hlvhlY developed aeri al reoonnaieaance or the present day 
the Britl~h always had An accurate picture or German navai 
at ren~th . In this war, concealment or a maJor naval unit 
on the oart or the Germans ia well-nigh impossible.) 

BAttl eehi oe 

T1rp1U, (35,000 tone.) 

No slater ehi pa are under constructi on. (Evidently, 
construction or ships •H• end •1•, originally 
planned to form wi th the Bismarck end T1rpitz a 
battle-line or tour shios , haa been ~bandoned.) 

l!!llle Cruisers 

Gneisen~u. (26,000 tons) 
Sch~rnhorst (26,000 tons ) 

f2£~~t B•ttl eehips 

Luettow, (10 ,000 tone) 
Admiral Scheer , (10,000 tone) 

!!'iovY Cru18ere 

H1ooer, (10, 000 tone) 
Prinz Eugen, (10,000 tone ) 
One unde r oonetruction 

!,i crht Cruleers 

rour light crui sers (8,000 tone and under) 

Atrcr.rt CRrrier 

GrAt Zeppl1n 

(Bri tieh Mi nistry ot Informat i on, Waroh 6, 1942) 
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VOICE OP THE CHIEF BROADCAS'I'S 

Ro!S!l 
( GenAr~l E~1n Rommel 1s desor1b~d ae ~ man whose vAn1ty 

ond 8 mb1t1on know no bounds . ) 'What sent the s.s. strateg1st 
tO Rome, 1e not the welfare or h1a troops. It 18 the welfare 
ond coreer of Herr Erw1n Rommel. He wante to get the auoreme 
com~and over the Wed1terranean reg1on, w1th all German and 
ItAll~n land and sea forces and the &lr force under F1eld 
w8rsbal General von Kesselring under hie br1111ant leadership. 

•It is that eame pernic1ous illua1on or grandeur wh1ch 
led Ro~mel to leave two valuable divleions with all eou1oment 
1n B•rdia And Halfya to their fate. Rommel imagined he could 
alwo ya get them out again. 

•Rommel, with his excellent conneot1ons to Himmler the 
Almiorhty, prom1eed the Italians German tanka, plenes, U-boeta . 
Those promi ses are ak1n to the 11ea he baa told h1s own troooa. 
To instill them with the wrong kind of courage, he pretended· 
that Wosoow h~d fallen, that the Russian oampai~n was as good 
as f1n1ehed. These are the methode employed by a man who was 
not even sent to a war academy before an 8rmy was entrusted 
to hlm. 

•Rommel was able to redeem hlmaelf 1n ~ibya only by the 
fAct that re1nforoemente of t~nks and planes were sent to him 
After belng taken away from the Eastern front, thereby upset ting 
the 1mme~surably more important offensive ega1n6t the Russians. • 

!he s.s. in RussiA 

(The Chief devotee an entire broadcast to the refusal of 
Geataoo Chief Himmler and his) •ahyater crrouo leaders to ~ramble 
any more of hi• costly s.s. ro~tiona in the dan~erous enter­
or1~ee at the front. The ti~ht1ng ~nd dy1ng ie lett exclue1vely 
to the Wehrmanht wh1le the s.s. Fet their apeoial tr~1n1ng 
by the oerpetrAtion of cruelt1es aga1nst pr1 aoners, c1v111~ns 
•nd dianrmed masses.• 

•A un1t of Field Marshal von Bock's army, bold1nF s Rector 
ne•r ~odowaya, had lost 135 ott1oera and 2,700 men. There 
wne danger or the enemy breeking through in that sector. P1eld 
Ma rshal von Bock wae unable to move up h1e reserves. It 
looked dan~eroue and only a ew1ft and unusual decis1on could 
hnve enved the e1tuation. 

Regraded Unclassified



- 5 - 159 

•The onlY non-coMbatnnt formation in the iMmediate 
v1c1nitY wee the 13l at s.s. police regiment. The Field 
~·rsh~l per eonelly got i n touch i mmedi ately with the 
00,.,.~nder, Von Bsoh- Steleweki, &t llo~rh1lev, ~nd requested 
the se rv1oee or that regiment: Von Bsoh-Stalawaki wea 
me relY to pinoh-h1t until von Book'• own reserves could 
•rrive·. Suddenly, von Bsch-Stslewaki beosme hard or hear ­
lnv end mede evasions: he said his regiment had neither 
Artillery nor tanka and therefore could not fight. In 
conclusion, he promised to come to headquarter& and talk 
m~ttere over. But F1eld llsrahal von Book needed no Bach­
St alewaki at his headquarters. What he needed was 8 regi­
ment o.t the t ront. And at once. After a ahort decis1on, 
the F1eld Warshal got in touch with General Deluege 
(Coomander in Chief or the s.s. pol i ce troops ) and two 
hours later, the pol l ee regiment received the order to move 
up. 

•unfortunately, this occurred too late. The enemy 
h~d al ready broken through and was advancing 1n the 
direction of Pavlograd. The s.s. regiment got a thorough 
thrash ing. Here, they had to shoot at Russians -- who were 
neither disarmed nor pr1eonere or war. There were a couple 
or old aergeante. Those fought bravely. But the rest or 
the s.s. l eaderehip balks deaoript lon. In the heat of the 
bnt tle, the s.s. regimental commander and hie A.D.C. 
van1ehsd, presumably to report in person to their General 
on the situation. These should ho.ve been shot outright! 
It 1t only were poae1ble to get s.s. men or euch caliber 
before a court mart i al! 

0 Lodowaya was lo"et, and PavlOVROh, too, went to the 
dlckena. The whole damned thing hod to be retaken later. 
Th1a , to be eure, was quite 1mmateri~l t o Von B•ch-Stalewak1. 
But t hat h i a p roud 131et. regiment hod been battered 1nto 
am1thereena, he could not get over. He made qu1te e stink 
over 1t. Now he calmly takes the cure tor hie gallstones . 
Aa ror t he Fatherland, here we h&Ve one MOre proof or the 
w1ll1n~neae of the s.s. Bolsheviks to do t heir part at the 
rront.• 

(Foreign Broadcast llonitor1ng Service, Federal 
Communications Commiss ion, llaroh 9 , 19~2.) 
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March 10, 19112 

Mr. Duttue 

The Seore\ai'J 

Vbet voul4 J OU th1nk ot Al Joleon •• a 
oo.aun1t7 aong leader' Let ee knov b7 ee.o, 
and eend the •e•o 41reot to kre. llotz, please. 
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Lleutenant Stephen• 

'l'llot Seortt1U'7 

1.61: 

Plea at oa.l.l up Senator Harr7 ll71'd '• .. ore~ 
an4 aalt bl• wben ba' • solnc t o haYe the next •••Una 
ot bla Eoono., Ca..ittee, ot vbloh I'• a ••eber. 

j 
f 
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!!I!Jr: 

SW~ner 

llellee: 

!!I!Jr: 

'4: 

!!I!Jr: 

'II : 

H:lJr: 

W: 

H!(Jr: 

'll : 

HIIJr: 

W: 

H'~Jr : 

II: 

HJ.!Jr: 

Hello. 

Good aornlng, Henry. 

How are you? 

t 'lne, thanks. 

March 10, 1942 
10:25 a .m. 

Look, Sumner, I have your letter before me 
ln regard to the Chlneee. 

Yeah. 

162 

Now, ln the sentence, taken by ltaelr, t hat 
eays, •In my oplnlon, the retention or Artlole 
two or the Draft orlglnally present ed to Dr. 
Soong are along the llnea whlch serve useful 
purpoeee. • See? 

leah. 

Well, I don't know whether you lntentlonally or 
not, but that puta the State Department on 
record that they thlnk that that should be 1n. 
Do you know what Article two let 

I wouldn't have wrltten the letter unless I'd 
known what was ln lt. 

If ell. .•.• 

Certainly I r eel that way. 

You reel that way : 

Why, eurely. I t hi nk lt would have been a much 
sounder document, but elnce the • .. .• 

All r ight. Well, then, you - as long as you 
reel t hat way, you take full reapona1b111tJ 
then t or t hr owing down what Chiang Kal-ahek 

wanta. 

No, I don't take any r eapona1b111ty ror throwing 
a nything down. Aa I seld ln my letter, I th1nk 
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HMJr: 

'II: 

RI!Jr: 
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the reepone1bil1 ty in t hi s financial trans­
action clearly ia the Preaident ' e and par­
ticularly youra aa Secretary ot the Treasury. 

Yeah, but you're making a r ecord tor yourself . 

I'm not in the habit ot doing that. 

Well, I vas trying to approach it in a friendly 
taebion, otherwise - · I've ~ot a letter written 
that I can thr ow back - it a Just as amart as 
the l et t er tha t you' ••. written, almos t as smart. 

Well , Henry, I'm not in the habit ot tryi ng to 
write smart l etters. Att?r all, i n nine years ' 
experience with me, I don t think you have any 
reason to eay that. 

Well, I dist i nctly teal - I mean - t o that what 
this letter ia, a nd it, you want to leave it that 
way, that's all right, and • .••. 

I think it would ln the long r un - I think the 
arrangement ~robably would have worked out 
better it we d suggested to Chiang Kai-shek 
that some arrangement tor consul tat ion with 
you would have been wlee. 

You knov, I called you up on the phone and out 
you on notice bow your own people t elt; and then 
I said that I thought i t would be much better to 
take lt t he way the Cbineae wanted lt, and you 
aaid, "Yea, I think- I agree vith you.• 

Well, I thought, ot course, when you were aoeaklng 
on t he t elephone, Henry, that you were ref erring 
to the general drett ot the agreement tha t had 
been sent in-

Ob. 

You eee, I didn't get your letter when,you 
pr omised it at two o'clock, and I didn t have 
a chance to see it until early Sunday morning. 

Well, Bell said he'd have i t over there a t t wo. 
I don 't know when it got over there. 
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I thlnk i t came over about- they told me about 
aeven o ' clock , ao I didn't have a chance to eee 
the • . • • • 

Well, all I know ie that Bell eaid he'd have it 
there at two. 

Yeah. Well, it waen't here, eo I didn't have an 
opportunity or considering it until Sunday· and 
in goi ng over 1 t . .... ' 

Well, that has nothing - that wouldn' t make any 
di f ference it it got there at t wo or at seven, 
I mean, as tar ae thle letter ia concerned. 

Well, it I ' d had the opportunity or etudying it 
on Satu.rday afternoon, I could have orobably 
have had an opportunity or talking with you 
personally about it; but ainoe you wanted the 
repl7 early yeaterda7 morning, Monday, with the 
other thi ngs that I have on m7 hands it'e not 
poeei ble t o give as muoh time ae I should like 
to. 

Yeah. 

But I thi nk the general arrangement contained 
in Article two t o which you refer, was a • uoh 
easier way tor us to work it out withe view 
to the future. After all, neither rou nor I 
know whether Chiang JCai -ehek 1e going to be 
•urdered tomorrow a nd whether eomebodY else is 
going to step into hle place. Ir that haopens, 
we have abeolutely no aeaurance whatever ae to 
the diepoaitlon or t hoee tunde. 

Oh, as Secretar y of the Treaeury, I'd like to 
have all kinde or ea! eguarde; but the spirit under 
wb1ch the thing vaa undertaken, I thought we were 
going t o try to please them ae much as poeaible. 

Well , I thought, Henry, that it you had sent 
back a meaaage to Chleng Kai-ehek, poeeibly re­
phraei ng Article t wo eo that there would be eome 
provision tor consultation wi th rou in the f utur e, 
that probably it would have bean a better and a 
wiser procedure; and that ie the reason that I 
euggeeted that. 
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Do you want •.••• 

After all, eo tar ae I oah underetand, the only 
reason tor thia tremendous urgency ia the anniYersary 
on Thursday; and that doean't eaem to me a eut­
ticiently i mportant reaeon to Jam it through 
quickly without at laaet making the ettort to 
give you eome opportunity t or wiae advioe as to 
the disposal ot those tunda. 

But you want your letter to etand. 

What I'm anxioua to do ia to try, it poaaible, 
and get that proYiaion amended ao that there ie 
aome opportunity t or cooperation with you in 
the future on the part ot the Ch1neae Government. 

I say you want your letter to atand. 

I don't want it to atand at all eo long as the 
arrangement can be worked out. 

Well, ot oouree - I mean, with your letter, it 
leaYes me nothing alae to do but to follow what 
you've aaid, and that's wha t I'm going to do. 

Well, don' t you think it' a wiae to try and get 
them to agree to aome proviaion tor cooperation 
and consultation? 

If ell. •• • • 

Every other arrangement that we'•e made with 
every other government haa had eometh1ng ot 
that kind in it. 

lfell, but th1e loan ie unique. 

Certainly it'a unique. I quite agree with you. 

And in testifying bet ore the Senate, I told them -
i n the House they eaid, "How muoh could we get 
back?" I said, •You start with zer~ , and anything 
above that would be your own gueea. 

Well, I think that'• a perfectly tair statement. 
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I think it'e a political loan, naturally. 

1eah. 

166 

I quite agree vith you, and I oertainly vould 
rather go ahead vitb it on the baaie you nov 
have it than not go ahead at all; but 1! eend1ng 
baok a friendly meeeage aaying that you !eel that 
it would be helpful to have eome cooperative 
arrangement inserted there if you oan get it, 
I think it vould be a better document than it 
nov ie. 

Oh, no questi on about it; but on the other hand, 
if i t i rritate• Cb1ang J:ai-abelt and- aeriouely -
then the vhol e loan aigbt not as vall be aade. 

Well , ve haven't even tried, have vet 

Oh, yea. The original we gave - we gave an 
original aet of copies of the papers to Soong. 

Then Soong wrote back aaying that Chiang ltai-ehek 
would prefer to have that omitted. 

That's right . 

But I don't think that you eent any personal 
meeeage to Chiang J:ai-ehek !rom this Government, 
eaying whJ you thought it vould be desirable to 
retain eomething of that kind in i t. 

No. 

That wae what I wanted to euggeet. 

No. Well, I'll ansver your letter and then you 
people can give ua a auggeation whet the next 
atep abould be. 

Well, I've already Juet told you wha t I think 
the wiae thing to do would be, and tbat is to 
either do it through Soong or direct to Chiang 
J:ai-ahek, suggesting that there be eome rephrasing 
of that 80 as to provide tor soms measure of 
oooperation on your part. 

Well, will you nave aomething drafted tor me? 

I 
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I'd be delighted to, Henry. 

All right. 

167 

Now, do you want me to wait tor your letter, 
or eend it over without waiting? 

You'd better wait tor my letter. 

All right. 

Thank e. 

All right, Henry, thanke. 
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AID TO CHINA 

Present : 1\r , Bell 
Mr . Vlhile 
!.fr , Viner 
l!r . Bernstein 
1:1' . Southard 

Uaroh 10, 1942 
ll :OO&D 

168 

H .~. JR : I read this correspondence here with 
l:ellcs, ani! then I called him up on the phone and had 
quite .u:: acr imonious discussion r1ith him . I asked him 
if he kne1t r1hst Article Tvto was, He said, "I supposed 
I had put it in . " I sai d, 11\'lell, of course, f OU have 
written me a smart letter, and I don ' t know that we 
can r.rite you a smarter one, but do you really r:ant 
this to stand on the record?" So he saidi "Yes, yes , 
I t hink it is important, • so I said, ~:ol , I called 
you Saturday, end you agr eed to leave it out. " He 
said, ~7ell , you said you would have a letter over too, 
and it never go t here until seven , " I said, "Well, 
Bell told me he rtould have it there at two, I didn •t 
have a chance to stuily it . " 

MR. BELL : It wasn 1 t seven, but it was th ree thirty. 

!.lR. BE!lNSTEitl : In t he midule of the afternoon . 
Three thi r ty , 

~. BELL: At three t hirty Bernie was in QY office 
and said that the letter bad just gone over. 

H. iJ, JR: '\ loll anr~ay," I said "what difference 
does that make? " ''Wel " he sai d, r,wnat makes you t hink 
tha t you can 't get them' to agree? " I said, "\'/ell, I 
thou~;ht t he whole idea - 1ou knoTt they don ' t want t o, 
and why t ake a risk at t his t ime? " So he said, "VIell, 
we can send back a message suggesting a f en changes 
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and so on .• I said, "Viell, fix it up.• He said - ''Well 
do you want me to fix it up now, or wait until (get ' 
your letter? " I said, "You had better wait until you 
get rey letter . n I said, "If you want to make a record--" 
He says , "We are not trying to make a record, 11 and I said 
"Well, I think you are; and if you are trying to make a ' 
record, as Secretary of the Treasury naturally I want all 
the safeguards , but I thought we were trying to please 
General Chian~:; Kai- shek." I said, "I thought that was 
the nhole purpose, 11 So I suppose there isn 1 t much left 
for ce to do but to send this letter and then just add 
a P.S. I would be ilad to receive sugcestions fran you 
on y,hat we do next.' Of course, the tlllng that bothers 
me is, here between the State Department and ourselves we get 
.into a h1o-by-four row, and their attitude is, to hell 
with Chian~; Kai- shek, it is to see \7hioh fellow can be 
the smarter . 

MR. DELL : It really wasn't a row at all, and I v:as 
quite surprised to get that letter, because I thought 
that when they left our conference the other day that 
while they preferred to have Section Two in, they thought 
the situation justified our goine ahead. 

JAR . S0111'HARD: 1!r. Bell, as it turns out l.lr . 
Hamilton 's performance at the meeting was in part - it 
was his performance - it was one in which he was right 
either tlay it went. He told you he thought Tlvo should 
stay in1 but then he just passively agreed that all 
right , ~t could stay out . 

lffi . ~RITE : There is another alternative, ~. 
Secretary . 

H.1r. JR: Vlell, there isn ' t much alternative now. 

J,ffi . \'IHITE : A different kind of letter . He he.sn't 
seen that letter . 

ll .:.: . JR: No, no . "I have your letter of !.:e.rch 9 
expressing your opinion that it would be desirable 
to retain in the Agreecent Article Two of the draft 
first presented to Soong . 
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"It is my view that decisive considerations 
governing the five hundred million as r1oll as the 
desirability of retaining the provision for consulta­
tion and exchange of information, are political in 
character, 

"Frcm the poi.}l~ of view of protecting the financial 
interests of the Un1ted States and of safeguarding the 
most effective economic use of the financial aid, the 
retention of Art icle Two would be desirable . l!ov;ever 
tho Treasury was unwilling to take the responsibility' of 
seriously affecting the great political and psychological 
value of thi s financial aid by insisting u~on the inclus-
ion of this provision in vie~ of tho react1ons of Generalissimo 
Chiang Kai-shek, as indicated in tho letter from Dr. T. V. 
Soong to this Department . 

"I construe your letter to mean that you believe 
that from a political point of vier; the retention of 
Article Two 1s desirabl e. Accordingly, unless you advise 
me to the contrary, I propose to reply to Dr . Soong that, 
after havin~ t aken the matt er up with the State Depar tment , 
it is the Vlew of this Government that Arti cle T1·1o should 
be retained --" No

1 
I would stop there . I would stop 

right here and say, 'In view - from T. V. Soong to this 
Department," then a new paragraph, and simply say, "In 
the light of our telephone conversation, I would be very 
:;lad to receive suggestions f rcm you as to how to proceed 
fran this point . n You see, "In t he light of our telephone 
conversation, I would be very glaa to receive su~geshons 
from the State Department how we ~h?uld proceed.. Y~u 
can say "In the light of the pollhcal nat';lre of thu 
loan and in view of our telephone conversation, I Muld 
be ~lad to receive suggestions . In the libht of the 

ioh tical nature of this loan - 11 have you se.id tha t it 
s political? 

lffi. BERNSTEIN: We ce.n work that out, Mr . Secretary. 
I think we have your idea clearly enough. 

ll J!. JR: He said, "We can redraft Artt,cl e Two, :rou 
sec, and go back to Chian~ Kai- shek again . \I ell, I . 
s imply want to say, "In V1elr of the lic;ht of your - w1ll 
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you suggest to me \"IM t you - what the State Department 
would like to see us do next? " 

Lffi . \IlliTE: Does that . leave that paragr aph in i n 
which you say, ''rle v:ould llke as much financial protec­
tion as possibl e"? 

Wt. SOUTHARD: The essential part is left in and 
you have Jaid the other in your telephone convers~tion, 
after all . You have already said orally t he harsh stu££ 
at the end. 

H.LI.JR: I have said that . I si~:~pl;r said, "You 
tried to pull a fast one on us . In nine years I have 
never tried to do that . " '\":ell," I said, "all right, 
you people want it in, and you sa;r t ha t you t hink we 
could ~;o back to Chiang Kai - shek again - " you can get 
mJ conversation . You had better get my conversation, 
you see . 

:.1A. Y.'JHTE : Well , I think it is true that the 
inclusion of that part in t he le tter makes this a smart 
letter , I think you are quite right ; nnd if you l eave 
that part out, and merely nsk them specifically f or-­
suc~estions , is it, you are askinc for? 

:m. BEll.: Ho;; to proceed fron this point . 

H.lLJ:t: li ow, he said over t he ohono, "You will see -
ne can go back to bin - 11 He said, "You haven't t ried to 
go back to him again. " I said, ''No, . because I thou~t , 
that tha: \':as the whole ~urpose of t ne loe.n, and I didn t 
Y:ant to risk this thin~ . He said, "'o'oell , you have al· .. ays 
had protection before . I said, "This loan is unique. " 
If I saj· so, I think I •;1as pretty good. I mean, he got 
mad and t he surprising thine; is you sec, where I have 
a little ~dvantage over these feilows , I very rarely get 
mad these days . The only t rouble is that when. I ;;et mad, 
I "et results , and it is very bad fo: me, . Bernle . I get 
1n~, and then Berni e does me a beauhful Job, and I se.y, 
"'.':oll, that is the Tlay to get it, " but tho other day a t 
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Cabinet I was am~ zed a t 1/~lles . In a very quiet r:ay 
Henry •lallace sud someth1ng about some planes in South 
America and t ha t Rockefeller has consulted with \lelles . 
'.'lelles said, "It i sn 't so . " So the Vice-President was 
very firm. l!e said, "Sumner, Rockefeller says he posi­
tively has ." "It absolutely is not so, " to the Vice­
President . The Vice-President said, "I am sorry, t here 
oust be some misunderstanding. • And he said it three 
ti.r.les like that . In other T:o rds , hi a nerves r:ere like 
Donald Nelson's the other day. They are Jeginning to go . 

URS. KLOTZ : But toward the end he was very sneet . 

H.r:. JR: He got worried. So I think this . ii'e 
can write the thing, asking them what we should do next . 
If you people will come in about two thirty, I will be 
ready for you . Anybody question my procedure? 

;.1\. SOUTHARD: It sounds excellent . 

ll.l.!.JR: Anybody question it? llernie? 

l.m. '.lElUl~TEIN : No, I t.'link it is fi ne. 

H.iJ.JR: No;; if after all they r:ant to eo back -
he said they are going to redraft Article Two and send 
it back- -

~~ . SOl:TJJA?.D: It is their responsibility. 

ll . ~: . JR : It is their responsibilit:r, and he has 
asked it . 

A!!i . SOUTll!RD: And it should be their responsi­
bility . That is the whole point . 

li .M. JR: Well, t his is a very tricky t~ing . "The , 
matter is , of course, one with regard to Vlhioh responsl ­
bili ty lies primarily Vlith you an~ th~ !'resident · In mY 
opinion retention of Article Two 1n tne draft pr esented to 
Dr . Soong should be l eft in . " 
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UR. 8ERNSTEIN : And then on the next pa~e, they 
said you had considered the economic and pol1tical 
aspects . 

173 

ll .LI.JH: I said, "Look, Sumner, ¥OU just lift t his 
one sentence out and let i t stand by 1tself, and t here 
is nothing left for me to do, and I am just ns anxious as 
you are , as Secretary of the Treasury, to have protection, 
but I am also more interested in pleasing Chiang Kai- chcck. " 

UR. BELL: Thet Ylill look oeautitul t en years fro;a now. 

MR. SOu~IULqn : That is a perfect l e tter for that 
purpose . 

11 .1!. JR: 17ell, he i s trying to make the record so ne eo :,ack--

!JlS . KLOTZ : Tha t is what you said to him, he is 
t rying to make a record. 

H. l.i.JR: And t hat is what he got angry about . I 
think we can use this fi r st part and simpl y say, "In the 
light of our conversation, we would be very gl ad t o 
receive su~gestions fran you as to hov1 we should proceed 
from here . 

!.:R. WHITE: With a phrase that r;e fully apprecia t e 
that we need to act very quickl y . 

~. ~2LL : Soong is calling me this morning. I haven ' t 
called hi:n back. 

l!.l.!. JR: Oh yes, in the thing he sai d, '":1ba~ is the 
use?" Just because the~ have a holiday on ThursaaJ , "i'ihat 
is the use of hurryine;? ' 

~:R . !1ELL: Gosh, t hey have lost Hcngoon . I should 
think 1 t 11ould be prettl' important · 

l:i. I.: . J R: All right , put i n SO!l ething,.about - you can 
say, "I feel tha t no time shoul d be lost . 
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ill. WHITE: That is right . After all, this is 
already--

H.M. JR: I would say, "I feel that no time should 
bo lost ." 

MR. \'tl!ITE: Chiang Kai- chek has given his answer 
over ten days ago . 

H.;!. JR: Now, I keep t his . Havo you peoole e;ot 
the stuff? This is for my record. liow, don ' t "yes" 
me . 

UR. SOUTHARD: Oh, no. 
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H.r . JR: Because, after all, r.e are talking about 
the r;hole Chinese-Indian situation, gentlemen . Bernie, 
the Chinese- Indian situation is what we are playing for, 
and I am perfectly v1illing to crawl on my hands from 
here to the State Department if I could save China and 
India . 

:.nt SOU'l'liARD: That was the only question that came 
up i n our minds yesterday, what would happen if t he State 
Depar tment insisted on keeping Article Tr1o in. '1/ouldn' t 
1·:o then be willing to do it . 

!:it. J ELL: llell, we al'e just as &nxious as thq are, 
l:r . Secretary, to have Article Two, but we had to bear 
in mind all of this situation over t here, and that is the 
reason we didn't want to ask Soong. 

H. M. JR: \'/ell, that is \ihat t hey should be doing. 
If you see my conversation, I think you will be pleased 
with it, and Welles on second thought - he is nobody ' s 
fool . We will throw t his right back in hi~ lap, an~ it 
is his responsibility, and believe me , he lS not go1ng 
to l~t me say that we lost Chiang Kai -chek because S~er 
Welles wanted to protect the financial interests of th1s 
country. 

I.!R . \\1iiTE: Well, that is exactly what this letter -
it puts him on that spot . 
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H.ll. JR: But, Harry, I don ' t like to do business 
that way in t hese times. 

tnt \\~l iT? : We~l, we didn 't start this , J.lr . Secretary. 
There was no 1ntenhon on our part of doin0 this. \'lhen 
v1e ~;ot this letter frotl them, which we felt left no out - -

H.J.: . JR: Right . 

UR. BELL : And we are in a position where--

H.:!. JR: If you bring this back t o me at two thirty, 
see. I v;ant thls for cy files . 

:n. r::LL: Tie are in a position where we feel that 
we can ' t talk to 3oong, because he telegraphs it right 
back to the Generalissino . Everything you say to him goes 
back. 

H.M. JR : I told him, I said - he said, "Well, you 
have never asked him. " I said, "\'/ell, we sent this thing 
back to him, and t his came back ." You will see. I knew 
my taxes, and he Ttasn't - at first he was very, very 
bruak, and thon he kind of ran off into honey. 
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it i e the Yiew o! thU Oo~o..-t tha t ArUclo li 
1~d be ret&I.Ded}J.'l tile .tcr-t l i MI it 11 
•r •!hct he or t he c:ooperathe •p1r1t which under-
11• t.M • - war e tror t ot the """ couatr1N 
arul llitllt te o! oOJM aeoiotenc e to the CbillNe 
Oo·u•m-t 1n r 111ltinc Jll'llllll'l trao &111 powp 
1n Cbina wbich aicht amoeate an W*iae u e or 
.,.., pert or u.. .tldldll .ade • ••ilalol ... 

S!.nc:e I reel t.ba t. tile u .. 11 ot Naeoc• 
a1111 that. "' a~.ould c:OIUI.,.... u t.l.1l at;reetent •1 th­
out. dele:r, I would apprec:hte an .,..,... .rna yoa 
on -:.1'111 ..at tu ae aooo ae poae1 blo. 

Sincerely ~·cure . 

s ecre t.u) of 1.1\U 'l'reooury . 

I!Dder Secret&r)" or State. 
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TREASURY DEPAM'MENT 
washington 

FOR RELEASE, MORNING NEWSPAPERS, 
Tueed?• March 10, 19q2. 
379711 

~ 1?8 

?reee Service 
No, 30-61 

The Secretary or the Treasury announced last evening that the 

tenders t or $150, :>00, 000, or thereabouts, or 91-day Treasury bills, 

to be dated March 11 and to mature June 10, 19qa, which were 

offered on March 6, were opened at the Federal Reserve Banke on 

March 9. 
The details or th1a issue are as follows: 

Total appli ed ror- $q71,349, ooo 
Total accepted 150,19~, 000 

Range or accepted bids: 

High - 100. 
Low - 99.938 EQuivalent rate approxi mately 0. 2115 percent 

Average 
Price - 99 . 942 • • • 0.229 • 

(17 percent or the amount bid tor at the low price was accepted ) 

-oOo-
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FINANCING 

Present : Mr. Viner 
Jbo, Bell 
l.!r . Stewart 
!k. Buffington 
ldr , }furphy 
Mr. Haas 
J.lr • Lindow 

H.M.JR: All right, Bell. 

March 10, 1942 
11:20 a.m. 

1.79 

llR. BELL: I suppose yesterday we went over all 
of that material that we need to, didn't 1re, George? 

Int. HAAS: Yes, the Secretary asked us to look into 
this reserve thing and mention some specific criteria. 
Henry has got some suggestions on that. 

H.W.JR: Did you talk to Eccles? 

MR. BELL: Ye~, and 1 didn ' t get ve~J far . He 
argued for an hour but wound up by saying that he would 
give it considera.tion and be prepared to talk again in 
a day or two. I told him you would probably want to 
talk to him before vte went ahead here very much further 
and that that would be one of the problems we would have 
to discuss , and he said all right, he would be prepared 
to discuss it , but he argued very strenuously against it . 

H.M.JR: Why is he opposed to it? , 

Regraded Unclassified



180 

- 2 -

MR. BELL: lie said he didn't think you could fix 
any minimum. One minimum one time might not be a good 
minimum for another time. He thou~t that wasn't the 
P.rob~em at all, that what you.are fnterested in is 
Keeplng a good market and see1ng that you can finance 
this program within the range of rates that you fixed. 
He said two and a half was the limit and then it is up 
to the Federal Reserve to see that the market is in such 
shape that you could all the time finance within that 
lim1t , a~d he thought that that was their responsibility, 
and they would have to assume that. Now, whatever level 
of reserves would be required, they would have to see 
that they were there . That is his main argument . 

H.IL JR: Well, you have worked on this? 

YR. HAAS: Henry has got some suggestions. 

H.M.JR: Let's hear them, Henry. 

MR. MURPHY: Here is a chart you oan look at. We 
have a chart which shows the recent movement of excess 
re serves and the long and short rates so that you will 
have the factual background. We have worked up as possible 
bases for a definite agreement three alternative bases. 
First , increase excess reserves by at least three hundred 
million a month until total excess reserves exceed five 
billion and excess reserves in llew York City is two bil­
l ions, these levels to be maintained thereafter. The 
figures might be ohaneed, but that is one type of a 
basis of agreement we might have. Another type is, the 
Federal Reserve banks to purchase an amount of Gove:n-
ment securities equal to twenty percent o! the net 1n7 
crease in total open market securities. This to cont1nue 
until the levels of excess reserves specified in one 
have been attained. This level of excess reserves to be 
maintained thereafter. The twent.Y percent would not only 
offset the increases in reserve requirements due to bank 
consumption but would also provide a continuing backlog 
to increase the supply of excess reserves, and the one 
that we are inclined to - the type of basis that we ere 
inclined to prefer is the third. Increase excess ;eserves 
by at least three hundred million in every month, 1n 
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which the long-term t&x&ble &ver&ge is more th&n two 
thirty or the money as long-term t&xable average is 
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now - now yield two forty- seven, so if an agreement 
of the last type were made using those figures, they 
would agree to increase excess reserves by three hundred 
a month until either the '67-'72' s had gone up - had gone 
up until they yielded only two forty or the lon~-term -
both that &nd the long-term averaee had fallen in yield 
to t wo thirty. That would provide an objective cri teria 
and would prevent further disputes if it is expressed 
this way in figures . 

H. Li. JR: -well, you couldn't tie into that something 
for the short-term rate too? 

JAR. WRPI!Y : Well, the idea is that the short-term 
rats would be kept f l exible at such a level as would 
support the long- term rate, that the lon~-term rate 
would be the only stated objective and the immediate 
impact of the excess reserves would be on the short­
tern rate and that will propagate itself out to the 
lon~term rate . 

H.M.JR: You feel sure of thnt? 

Y.R. MURPHY: I feel sure that that would be the 
tendenc;· . I have no idea what short-term rate would be 
necessary to maintain a given long- term rate. 

H.Y. JR: This is t he idea of~ mechanical pari­
mutuel, is it? 

MR. HAAS: That is right. 

H.1!. JR: It is not bad, Henry, fo: overnight. 
(Lauyhter ) ·;lhat would you do i n two nlghts? 

MR. STEWART: Go down to two percent , wouldn't you? 

H.t:. JR: It is not bad. 

MR. BELL: That would mean the total excess reserves 
of about five billion? 
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)ffi. HAAS: Well, this other one - you have no t op 
on the third suggestion. You just look at the rates 
and see what is necessary. 

IJR. llURPHY: They mi~ht not have to buy any if the 
rates- -

Affi. BELL: \'/ere between two forty and - on the 
long-term? 

MR. MURPHY: Yes, if t he rate was below two forty 
on the '67-'72's and two thirty on the long-term. 

MR. BELL: Below two forty? 

MR. ~: If the rate was below two for ty. The 
price of course would be hieher. 

Am. BELL: That is what I was thinkinll!. What does 
that mean in terms of pricos for 167- 172, about one 
something premium? 

l.!R. J.!!JRPHY: Two and a half. 

l.!R. BELL: Oh, really? 

lOR. WRPHY: I haven'_t figured it out in price . 

H .~~. JR : At first blush that number three looks very 
interesting. 

1ffi . BUFFINGTON: I was just wondering if there 1vas 
any assurance that the three hundred million increase a 
1aonth would necessarily keep those rates at those l evels. 

1dR. LII~/: It wouldn't tie in. The three hundred 
~ouldn ' t have anything to do wi~h the third one.of t~ing 
1nto the rates. The third one 1s independent, 1n wh1ch, 
if the rate goos to a certain point, you have to buy three 
hundred. 

MR. HAAS: Next month they have got to do it again. 
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lo!R. LINDCNI: Three hundred more? 

MR. HAAS: That isright. 

1.83 

H.M.JR: What would you think if you simply said 
'\ncreased reserve s by t hat amount, leaving the amount 
blank, which Ylill at tain the following results"? 

MR. VINER: I think that that seems to me desirable 
except tba t they technically could keep that agreement 
by making very, very slight purchases at a rate which 
doesn't correct the situation, you see, and I take it 
that this three hundred million minimum is an attempt 
to force them to act not necessarily sufficiently but 
at least actual minimum degree of action. 

WR. LINDO.'I: That is right . 

loiR. VINER: And yet I think that is too rigid. I 
think you would have to work out something between those 
two whereby the obligation is for sufficient action but 
where you don ' t t ell t hem how much is sufficient. 

MR. MURPHY : Well, that would be sort of like keep­
ing buying silver until the proportion were one-quarter 
in the monetary reserves, but no statement as to how soon 
that objective bad to be a ttained or how much progress 
you had to make on it in any given month. 

MR. VINER: Well, I would prefer their weekly rate, 
you see. A lot can happen in a month . Theoretically 
here they would have to keep on for a month. I would 
prefer a weekly rate. 

MR. STEWART: How would it be to have a combination 
of the weekly rate of purchase with an amount to be 
maintained in New York City? Then you ~ould have an 
amount of purchase in the open market umed at th~ 
maintenance of a given rate, whatever rate is dec~ded ! 
and until excess reserves in NeVI York City are malntalned 
at a certain l evel of excess. 

m. VINER: Well, there you would have the problem 
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that wh~ you were doing was too much for one purpose . 

MR. STEWART: But there is some limit. It iseYe~ 
conceivable, you see, that through excess reserves you 
couldn't maintain the rat~. It is conceivable. There is 
some place at which you m1ght stop, but you wouldn't 
stop ~mtil you had built up excess reserves in !few York 
City to a certain level . 

MR. VINER: I see, yes . Whichever one is r eached 
first, then? 

!JR. STEWART: Yes . 

MR. BELL: Henry, in our discussions with the Board, 
we have referred to long- term two and a half's as falling 
in the early '60's. Would we need a yield rate of two 
thirty - between two thirty and two forty on the '67- '72's 
to ~eta security in the early '60's on a two and a half 
bas~s, market security? 

MR. llURPHY : Well, of course we--

MR. BELL: You could do better than that, couldn't 
you? 

~. ~HY: You could put out another ' 67- '72. 

MR. BELL: Yes, if you had the price you just sug­
gested, you could put out another '67- '72 and wouldn't 
we be sat isfied if the yield on the '67- ' 72 is kept 
between two forty and two fifty? 

MR. 1«ntPHY: Of course it is two forty-seven right 
now. It seemed t o me that it was necessary that it be 
boosted - the price be boosted enough to provide an 
element of ~nsecurity to the holders, suoh as Mr. Stewart 
was suggesting yesterday. If the yield of the ' 67-'72's 
is lowered enough, the price was raised enoueh so that 
the holding of them represents a real risk as compa~ed 
to the short- term money, you have got a better chant.e of 
maintainin~ your pattern of rate and a less chance that 
they will ~e considered to be demand money. you remember 
that when we were discussing the ten basis po~nts range 
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of fluctuation in the meeting in your office yesterd~ 
morning, it was said that that couldn' t be around two 
fifty. It probably couldn't even be from two forty to 
two fifty . It would have to be a level which naintaina 
your two and a half percent rate and still maintains 
the essential insecurity of long-term securities, and 
therefore the superiority of short-term money. 

f.ffi. BELL: We said we ~ouldn't maintain a level 
between two forty and two sixty. In other words, it 
couldn't be ten points each side of two fi fty. I t has 
eot to be some place below two fifty. 

MR. MURPHY: I don't think it could have two fifty 
as one of its ends either, because if we make a commit­
ment that two fifty is the floor and then we allow rates 
to fall to exactly that floor, then lone- term money is 
a safe commitment. If your floor is two fifty, it 
seems to me your range of fluctuation has to be perhaps 
from two thirty-five to forty- five in order to provide 
a constant - always have a risk in your long security. 
Does that implement your point ? 

ldR. · STiiWART: Yes, the amounts I don 't know, but 
that is the logical--

UR. UURPHY: I mean the general idea. 

· H.M.JR: Well, personally I think we have made a 
l ittle headway, but I just want to throw this to you so 
that you people .don't think you are working up to a 
crescendo and then find that there isn't going to be any. 
It is going to be practically impossible for you people 
to get me to join -the Federal Reserve on a statement on 
the two and a half percent rate. Do you mind if I quote 
you, Walter? 

MR. STEIIART: No . I don ' t remember what I said. 

H.M.JR: \'/alter Stewart said what I w?u~d be building 
up - be didn't use the word, "a Franl:enate1n , but I used 
it, he said would be building up another gold standard so 
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when we went off the two and a halt p~rcent rate it 
would become a thing of great financial importance just 
as when we went off the gold standard. Am I putting 
it correctly so far,? 

MR. STEWART: Yes. 

H.U. JR: And why do it, and it would be tying my 
hands. Isn't that what you said? 

l~ . ST~NART : Yes. T.ying your hands so long as 
long- teraJinancing -is concerned. Then you would have to 
look for other alternatives. 

H.lo!.JR: No•1, I just - one reason Roosevelt put me 
into the Treasury was to untie his hands on the gol d 
standard, and I don 't see why it is necessary or wise, 
in view of the changing situation every day, for me to 
Join anybody in a statement thRt two and a half percent 
1s going to be the rate, because you can 1 t do it . !low, 
you can grope toward it and, if they have come along on 
a formula like that , we can approach it, but all my 
instincts cry out against doing it . I have been t hat 
way now for how many months? 

MR. BELL: Well, we first approached it in November, 
I think. 

H.M. JR: Yes. I am afraid you fellows just - I 
work on instinct , which I suppose is based on accumulated 
experiences. 7/hen you get a hardheaded fello-.. like Walter 
Stewart who does everything with a slide rul~ an~ has no 
emotions, and he arri ves at the same conclus1on l~de­
pendently, I just want to let you know - I mean, 1f you 
think, well, we are going to corne up to•Nard that, and 
when we get to this point, this is what we are going to 
do--

LIR. STEWART : J,iay I mako an observation there? 

H.M. JR: Do you want to claim you have got emotions? 

l.:R~ STENART: I fear that I haven't got 8IlJ' • I 
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understand the insti nct of freedom. The real question 
of analysis is how much freedom have you got~ Because 
any one would like to have what he wants and preserve 
his freedom. You already have some commitments both 
in the market on your long-te~ securities and ~ome 
commitments on ~our restricted issues, and I think the 
subject of inqu1ry is not what you lfould like, but the 
degree to lfhich you haven't got a free hand: already. You 
have got a structure of rates, part of which you are 
committed to on these restricted non-negotiable securities 
part of which are in the market already, so that the ' 
margin of freedom that you have is not as - without 
consequences is not as wide. 

H.loE. JR: Viall, I know I am surrounded by a fence, 
but why make the fence higher and wh¥ charge it with 
electric current? 

MR. STE\IART: If' you say why make a statement, 
that I am in sympathy wi th. I must say, for ~self, I am 
very dubious about the advisability of a statement to a 
public which you cannot be sure when you make it that 
you are going to fulfill it without foregoing other 
advantages. 

H. l.i. JR. : What? 

YR. STEWART: I agree l'lith that. 

H.M. JR: Statement or no statement? 

1!R. STE\VART : tlo statement . A policy which con­
ceivably could be worked out with the Federal Reserve, 
but to my mind, no stat ement. 

1~. VINER: You may recall that 1 have always been 
reluctant to recommend a statement , particularly a.very 
definite one but I have been converted t o the bel1ef 
that you wili have more freedom if you do make ~ sta~e­
ment like the one that has been d1scussed here 1n w~1ch 
you say that the treasury plans not to finanoe at higher 
rates than bo and a half, but don't say anythil,lg about 
maturi ties , and that you won't hnve a program \nthout 
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the statement to the public, because the Federal Reserve 
and Treasury don't work quickly enough together and 
harmoniously enough togefher and one or the other of 
theQ doesn't keep its understandings to the other faith­
fully enough so that you will have anything to count on 
unless you have protected it by a statement to the 
public, and I really think that you ought to be seriously 
concerned as to whether you can sell securities to the 
bank~ without pressure if you don ' t give them assurances 
that they are not going to have capital losses. 

H.M.JR: Well, I am sorry, bu t that doesn't make it -
that doesn't make a dent . I would like to go along, 
gentlemen, with you . I would like to have you explore 
this for me at once, see. This is the thing which \Tould 
make the two and a half percent thing realistic, wouldn't 
it? 

MR. BELL: Probably it would. I don't know that 
lt is--

H.M. JR: Well, let's put it this way. This is the 
WaJ I would like to approach it . Now, I know you have 
;:ot something tailored in the short-term. I know you 
nave got something ready in the long-term. I am ready 
to go to town any day on that. 

MR. BELL: Well, I think we ought to get I!:Oing on 
that, whether you do the other thing or not •. fr we ~re 
going to make a statement, the Federal was go1ng to JOin 
us, and we would come out at the same time and say, 
"Here is a short-t erm and a long-term security that would 
pick up these current available funds." 

H.M .• JR: Well, Dan, I vtill not start launching this 
plan of having the Federal Reserve start selling these 
securities until I can get an agreement with the:n on 
excess reserves. I make that as--

L!R. BELL: You mean you won ' t go along with a short­
term issue? 

H.M. JR: No . 
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MR. BELL: Until you have something on the other. 

H.M. JR: Yes , because we have got another financing 
coming alon~ very closely, and I want to get this thing 
strsightenett out first. 

MR. HAAS: Isn't the stronger statement action in anycese? 

H.M. JR: Yes. Get this understanding, somethinu 
like what you fellows have worked out, and then come u 

along and announce - what i s it, a five year? 

MR. BELL: And a twenty. 

H.M.JR : Five and a twenty. And then I am per­
fectly happy. I am doing a little horse trading, but 
the Fed i s very anxious to be designated as a medium to 
do this . The five year, that is. Do they want to do 
the twenty, too? 

MR. BELL: Ye s . 

li ,I,. JR : And I am not doing anything that I don't 
believe in, but before we do the five and the twenty, I 
want an agreement on excess reserves . 

~. BELL: I am no t sure you can't do the securities-­

H. M.JR: !lo , I don't want to do it . If you don't 
mind, I won ' t do it , because the Fed are crazy to do the 
thing. Eccl es is crazy t o do it . You have to t:ade. 
with Eccles and this is the t ime to make a bargam w1th 
him. 

UR. BELL: It is going to take a long time. 

H.Y. JR: I thought they said they were ready to do 
something on this. 

J.m. HAAS: They agreed - you name the pattern and 
they will support it . They say all they are suggesting 
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is a mechanical way of implementing that understanding. 

MR. VINER: There is a big step between support­
ing a principle and accepting a formula. 

MR. BELL: There is a. lot of difference in that 
e~d what they suggested. 

H. M. JR: I will tell you what I am willing to do . 
I don't want to be dogmatic . I want to be fair. Give 
this thing a trial and re-examine it every month based 
on the record. That is fair, isn't it, Walter? Try 
it for thirty days and then each month we will have a 
meeting and re-examine it and see what happens. 

MR. ST~NART : uy im~ression is that the agreement -
that this number three, 1f it could be put in such form, 
that the only difference was that you are not going to 
mako a statement. Then it seems to me you have got 
some essentials reserved here. You can make modifica­
tions in three whi ch would meet part of their requi re­
ments if the purpose i s to maintain a volume of reserves 
adequate to support a long-term rate of so and so. Then 
that is what they are asking for, but they are also ask­
ing for a statement. If you say, we are just not mak­
ing any statements, and then couple it with the other 
two, it might look a good deal l1ke a program that you 
have talked over, without the statement. 

WR. BELL: I think they will contend that it isn't 
necessary to have the '67-'72'& at that yield level to 
maintain this two and a half rate. 

MR. ST~VART : I think so too. I think there may 
be merit in that. 

1m. BELL: There may be some--

1lR. STEWART: But they would be on the other side 
prepared to say they would do such things in the market 
as were necessary to maintain some rate. Then ~ou have 
a difference as to which rate it is you are try1ng to 
maintain and whether you make a statement. 
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MR. BEU.: Well, they agr eed with us the other da 
in a co~fe~ence that long- t erm securities meet in the y 
early s1xhes, which means twenty years, at two and a 
half percent, and that they were prepared to go along 
on a progr~ of that kind, and I think they would con­
tend tb&t you don't need three and a half million dollars 
in reserves to maintain that . 

H.lt. JR: Well, this thitrg that - the interest rates 
and their movement , there i s a definite tis-uv between 
the two . There is you1• his t ory. I mean, it 1s conclusive. 
I mean, I sense these things, and then they come along 
and give me some data to back up my - what I sense. It 
proves it definitely, doesn't it, Henry? 

1!R. 1.'URPliY: Yes • 

H. !.:. JR: Definitely. I mean this isn ' t just - and, 
Dan, I will not go through another financing with the 
excess reserve situation the way it is in New York, the 
way it was last time . I won 't go through it again . I 
feel very, very stronglf on this thing. I will not go 
through another thing llke that. 

UR . BELL : Of course, one thing Eccles would like to 
see is a short-term rate of a half, and he says that 
r.hen you get that, you are going to get a lot more funds 
than you have.had heretofore out of the country, and not 
just in ltew York. 

H.1!.JR: Well, could I do this, to let Eccles know? 
I run very quiet on the phone . Let me call him up and 
say thnt you people are meeting with me this afternoon . 
Supposing you meet with him. I want to get as much as I 
can out of St ewart, see, and let me tell him that ~ feel 
this tlung very strongl~ and if I am wrong, auppos1ng 
they go out on a program and do this for mef and I am_ 
wronb. Wel l then I am ~Tong . I mean, the1r reputet1on 
hasn ' t been hurt and my reputation hasn ' t been burt. 
Cnn you see any harm in their trying this thing? 

1~. VIN ER: Oh, I think it would be nomethin~ gained 
if you had an agreement . I am not saying you mus have 
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the statement . I would suspect - you can't be sure 
You can 't .be confident that they are goin~ t o Tlork ~y 
such pledge as this unless it is made rig1d They 
won't aooept a rigid one . They won't work ~ne which 
rest s on a st~t~ent of principles t o your satisfaction 
unless there lS a stat~ent to the public which imposes a 
c~1pulsion on both of you to carry out your agreement . 

H.ll.JR: Well, let me juet--

MR. VINER: Also, it may be hard to Tlork it without 
the stat~ent , because I am not an expert in the sense of 
the market, but froc what I gather, the bankers are really 
expecting that if you are goinG to ask then to buy a lot 
more Government Bonds that they are going to get some 
kind of assurance that the bonds are not going to have 
sharp fluct uations . 

H.M.JR: Look, Jake, I just went through on a tax 
thing - I made a statement . In fact , I didn ' t make it, 
Sullivan made it. It was in regard to what you could 
or couldn 1 t deduct in the way o¥ your taxable income, 
see . They gave it a certain interpretation. We didn't 
mean t hat , but that is what they ~;ave. So, I have -
were you present? 

J.iR . VIN!i:R: Yes, I was here . 

H.L!. JR: You were there. You saw what I wen~ . th~ough, 
and against the Treasury's better interests, I sa~a, If 
this is the fiaf you understand it, gentlemen, I w1ll go 
along," didn't I? 

l.!R . VINER: Yes . 

H.U. JR: Now, that was on an intervretation tthich 
they gave something that a mout.!lpiece sud for me . Now, 
I am coming out myself and say something, and I never 
can live it dovm i f time should change. I mean, s~e­
thing can - look, I keep going on the theory ever Slnce 
I have been here, that the unexpect~d can '~ happen, and 
it has happened every month, sanotlung. Slnce I have 
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been herel we ~ve been fortunate enough that the public 
has confidence -ll} the Treasur1, Nov1, it could lose this 
confidence , I m1ght make a m1satat ement inadvertently 
or tho President mi ght , and \7e might lose it and thes~ 
fellows go out on a si t-cown strike, This o~untry might 
be invaded1 and t hen it gets down to saying ''l'lell, the 
only way tnat you can borrow the money is through making 
the rate attractive, God, they did it in the last war. 
\',ba t did they pay? How high did they go? 

UR. BELL: Four and a quarter percent on their 
bonds and they went six percent--

H .~.JR : And here I am hamstrung with thi s stat~ent 
facing me where I could get the money at three, but I 
can't get it at two and a half, or I could get it at 
fiv e, 

Mlt. VINER: I think v1hat they are telling you now 
is that really you can get it at two and a half , but 
can 't get it at four , 

H.L!. JR: Well, I don't believe it. That is what I 
don't believe, because I have gone through it, and I 
know that at a price - I mean, if these fellows cane in 
here and say, "Mr. liorgenthau, we will let you have money 
for nine months at two and a quarter percent anc you can 
have it ." Then they ca:ne alont; and say, "We nill let you have 
lon~ coney for eleven co~ths . " I have been all throu&n 
that. But, you are takin& away from me the attractive-
ness of an interest rate. There must be other v1ars 
where people paid t en or fifteen percent when they were 
losing a war. There must be plenty. You fellows that 
have been in universities all your livesi you must know 
plenty of examples where countries were osing a war 
where they had to pay--

!.m. VINER: Well, I would argue that t hey gained 
nothing by paying that, that the rate of interest has 
l ittle to do with--

L:R. BELL: . With the supply. 
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!JR. VI NER: ••• with the sufply of funds , and that 
1 v1ouldn't - I certa-inly wouldn t get a pattern on the 
basi& that - well , if t he funds are coming in slowly 
we will tempt tham in by raising the rates . I think' 
on non-bsnklng funds to a certain extent, yes, but on 
tile banks, no. I would say that the rate that you pay 
to the banks ought to be figured out in terms of what 
they need in order to maintafn a healthy fOsition, but 
the funds they have to give_ you, they can t keep them 
out, and they themselves will be more comf9rtable, and 
their position will be stropger if you don t raise the 
rates. 

JJL STEI"~T : They are comfortable so lon& as the 
guarantee is kept . 

MR. VINER: As long as there is e.ssurance in the 
market that the guarantee can be kept . 

II . I.!. JR: Did you want to say something? 

Am. BUFFINGTON : No . I know so little about all 
this . I shouldn 't express an opinion but I don ' t see 
how you can avoid the fact t hat the oid law oi' supply 
and demand works . In other words, I know of funds today 
that woul d come out o~ a three percent market . 

J.!R . VIIfllR: Banking funds? 

im. BUFu;;GTOl\ : Yes . 

!J!R. VIN£R: l.ha t are they doing? 

MR. BUFFINGTON: They are Just tllere . They are 
taking the best they can get i n places where they can 
get it and holding idl e funds where they can ' t get 
it, but I think that business funds anu banking funds 
both--

Lffi . VINER:' Well, business funds i s another story· 

H .!j. JR: Excuse me. Vlho told me at ~hicago how 
many accounts had over a mi l lion dollars 1n-- ? 

J!R. BUFFI;IGTO:I : It wasn't me. 
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H.M. JR: Well1 s omebody t ol d me the number of accounts 
that they had i n tneir bank of over a million dollars 
of individuals, cash, just lying there . I think SOQe-
body told me - oh, I guess it was Ned Brown. Was it Ned 
orohn? Do you reme~ber that story? 

llR. BEll. : Yes . 

!.iR . VINER: Well, they must be expecting t he rate 
to raise. 

kR. HAAS : Yes , t hat is i t . 

J.:l!. '/I!I1:R: Tha t is what makes the funds idle. 

}.!R. STE'.\'i\RT : That is not all of it, Jack, t here 
is a rate a t which given the surtaxes it isn't r.orth 
bothering with t he papers . There is another rate which 
makes it wo r thwhile . And the option of doing not hing 
is always oper. to t hem. On t he general ~:.rgument, I am 
i n aereement with the Secre t ary . 

H .i~. JR : Well, you go back - it isn ' t quite the 
same. You did business, when you were in business - 1ou 
were in a venture business, and you had to have a high 
return to venture ;tour money. If you couldn 't get a high 
return, you wouldn't venture your money. Is that right? 

Mlt. STE'"ART. That is right . 

H.JU. JR: Well, this i s t o a lesser degree the same 
thing . 

l.ffi. BELL: I think you are i n a war , !.Jr . Secretary, 
and I thi nk you are--

~. ST:S.'iART: They look upon the rate of i nter?st as 
bein~ essentially a monetary factor which can be malD­
tain~d under a monetary mecbaniEO, and that the co~~y 
"hich comes f r om the banks does not ~ve to have a~JUSt­
ment with reference to anytbin~ that 1s called savl~g, .or 
the amount of money that i s go1ng to come out, and 1t 18 
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possible t o take a commitmen~ given the R s t 
cooperation, and t hey say as tar as eserve ys em the banki ns syst em 
is concerned that is quite--

MR. BELL : . We are talking a bout oontrollin& prices 
all al ong the l 1~ e , and I think i t would be unconsci on­
able to the Amer1can people to pay more than two and a 
half percent to f i nance t his war . 

H.J.: . JR: I agree with you, but let me look up some 
of these speeches in which he said through cheap money 
be could put people back to work. Did he? 

t~ . BELL: That is another era. 

H.!.!. JR: No, Dan, excuse me . 

!.ffi. HAAS : He helped. 

H.J.! . JR: Now, wai t a minute . What? 

Lat. HAAS : It helped. 

H .~. JR : But wai t a minut e. The point - but i t 
didn 1 t sol ve unempl oyment . 

UR. HAAS : But i t might have been worse if he hadn't 
done it . 

!.!R • • !URPHY : Two and a half percent mi &ht not win 
the roar ei ther, but i t will help. 

H.U. JR: Well, you very seldom see ~e as r igid as 
I am on this t hing. Now, i t isn ' t ~oinG to break Mr. 
Eccles ' back or his t heory or anyt lung else if we say 
to him, "Look, let's try t his thing. I feel this way 
very very strongly . I am goine to ask you to t ry i t . 
And iet ' s see Vlhat happens t o the record here and every­
thin~ else . Let's try it and seo r1hat bapp~ns ." I . 
1•.oulu like to call hil>l up on the phone and JUSt tell h1m 
very quietly hoVI I f eel . Could he see you people, and 
I would like to meet with him Thursday afternoon and try 
to settle this thin;; between now ar,d Thursday after!'loon . 
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J.!R. BEU.: \'lould you agree--

11 . /.! . JR: There are two honeet di.fferences of opinion 
Using Viner as t he example, Viner says. that t he interest ' 
rate is not t he controlling factor, that it is the 
people scared--

J.ffi . VI 11llR: For banks . 

H.l.l.JR: And, I <i.iffer with ~ou . And I also say 
I y,ill not go into another financ1ng unless t his excess 
reserves situation has changed . 

I.:R. BELL: \fould you be willinG to agree here t ha t 
t he two and a half percent is an obJective without making 
any public state::1ent, in other ~<o rds, among ourselves--

H.l.!. JR: Yes. 

J.m. BELL : O.K. 

LOt. VINER: There is no - I don ' t see yet any 
urgency--

H.l.:. JR: Yes . 

J.:R . Vli"El\: •• of the state:nent --

H.l!. JR: Dan . 

J.ffi . VI IIER: 

H.i<:. JR: Yes. 

as long as t he pattern--

li:R. VI I:ER : ••• isn't broken . 

MR. ilELL: Well , the urgency of the , ~tatement is t~t 
you get a lvt of peopl e outside eaylnJ , ~.ell , why doesn t 
the Treasury have a program? Vibat . is thi~ pr~~r~ of 
financing thirty- nine billion uollars next year'( ~ve they 
got any pa.t t ern't" A l ot of people raise that queshon. Now, 
the Fed says--
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H.U. JR: I read that . 

J.:R. BELL: That ie what we want . Maybe i t came 
f r om the Fed, I don't know. But they say Ylhen the 
Treasury establishes that pattern, we are going to 
get behind it and see that i t works to the full extent 
of our ablli ty. 

H.M.JR: That is why I raised the question about 
publishing t he stuff yesterday , I reao the same article 
;rou did. 

YR. BELL: It bas been out. A lot of people on the 
Street have been in to see me, and they say, "i.ilat is 
your pattern for financi ng thi s thi"i? Is it just going 
to be an issue every other month of any t;rpe that you 
can put out at t hat time, or are you goin~ to say to t he 
public, 'Now, this is what you can expect ?" 

H.11. JR: Well, Dan, answering your quest ion as to 
the object, I have given you my anSI'IOr. 

MR. BELL : That is right, you have, and I am sat is­
fied with that . 

H . l~ . Jll: Are you sa tis!ied? 

l.!R. BEU.: Yes . 

H.:J. JR: Wi ll you fight for that on that level? 

MR. BELL: Yes, and they will go along with that on 
tha t tno and a half objective . They nay not. go along 
with the way of achieVlng it like Henry put 1t dol'ln on 
paper , but they will go along with that objective . 

MR. HAAS : It will leak out anyway. J.!aybe that i s 
the most effective way of doing it. 

MR. BELL: Well, t hat is an effective way. 

H.U.JR: All I have ~ot to do ~s send for Randolph 
Burgess and lJr . St onier t ne llay I d1d the other day 
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and then the whole thing donn to the very adjectives 
appeared in the Wall Street Journal. It was the most 
d1sgusting performance I ever saw. If I seem a little 
terse today, I can' t sing it, but I paid my income tax 
today. (Laughter. ) Bof, oh boy, oh boyt as Donald Duck 
says. It is a good th1ng to have Donalu Duck around. 

UR . BELL: I hope you think back when you go to put 
in the ten percent withholding. 

H.U.JR: It is a good thing to have old Donald Duck 
around. I can also understand--

MR. SELL: Think of noxt yoar . 

H.ll. JR: That is the thing. This thing comming 
now when we are talking about next yoar makes this year 
look good . I think we are going to take in boarders 
it we can deduct it as expenses, and this year of all 
years, my farm had to make money, Jake . 

Jill. VINER: Well, you could get a new accountant, 
No gentleman's farm makes money. 

H.M. JR: This year of all years we had to average so 
much on our strawberries . 

l!R. VIt1ER: That is w!J¥ I say you ought to get a 
new accountant. 

H.U.JR: Just this year the farm had to make money. 

(Tho Secretary held a telephone conversation with 
J.!r . Eccles as follows :) 
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IIMJr: 

Operator: 

IIMJr: 

Merrlner 
£oclea: 

IIMJr: 

E: 

HI!Jr: 

1!: 

HI!Jr: 

£: 

IIMJr: 

E: 

IIMJr: 

£: 

HI!Jr: 

E: 

HMJr: 

Hello. 

Chair~~an Ecolee. 

Hello. 

Hello. 

Good morning, Marriner. 

Good morning, Henry. 

How are you' 

I'm pretty good. 

Maroh 10, 1942 
12:06 p. m. 

Marriner, I 've been e1tting around here w1th 
my adviaere on thle cueetion ot tinanc1ng. 

Yea, air. 

Ana we've reached a certain point where we'd 
like to meet wi th your men, you aee? 

Yeah. 

And I've got eome notiona which I'd like them 
to pu~ up to you. I don't think we' r e ao tar 
ap&.rt ae to the objectln, you eee. 

Ub bub. 

But frankly, the laet financing, that exceea 
reeerYe thing bothered me tremendouely, you 
know. 

Yeah. 

200 

Particularly the New York a1tuation, the tact 
that a quarter o! all the reeervee were w1 th the 
Guaranty and they eat back and did next to 
nothing. So I'd like them to preeent our view­
point to you on a kind ot a trial baa1e, you 
eee' And then I thought it between now and 

v 
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E: 

HMJr: 

E: 

HMJr: 

£: 

HMJr: 

E: 

HMJr: 

£: 

HHJr: 

E: 

HMJr: 

- 2 -

next Tbur8dar at three o 'clock, at least ve 
could come aa cloae ae poeeible - a t leaat 
know where our dlfferenoea were. Tben I'd 
like to meet with rou. 

On Thursday . 

Yeah. Are you going to be hare Tburedayt 

Yea, eir. 

201 

Would three o'clock be good r or rout Tburedart 

Let'a aee. Yeah. I'll aet Thursday - three 
o'clock 1a okar. 

Well , nov, mr men can come oYer t h1a afternoon 
to eee you. , 

Well , I wouldn't haYe time to get Sproul here; 
but I guess that vould.n 1 t be necessary then. 

Well, he could come down tomorrow. Then we 
could work right through until Thursday until 
we got the thing eett led. 

I ' d like him here Thursday, because it's •err 
important, because he underetande this problem 
poeaibly a8 well or better than any or us, and 
ia very - we 've got t o depend a good deal, or 
course, upon the - ae long a8 the New York bank 
i8 ou.r agent in the operati on, why it's prett7 
important that they be in the pictur e. 

Well, would you like to meet wi th our boys this 
afternoon? 

Yea, I would. Then let'a aee now- unleaa ve 
could meet tomorrow ••.•• 

• 
I tell you .. •.• 

••••. with them, I could get Sproul down tomorrow 
afternoon and we'd meet tomorrow afternoon with 
them and meet with you Thur sday. How would that 
bet 

Vall, with th1a - Walter Stewart ia Just here 
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E: 

HY.Jr: 

E: 

HlCJr: 

E: 

HlCJr: 

£: 

HJ!Jr: 

... 
~. 

l!l!Jr: 

£: 

Hl!Jr: 

£: 

liMJr: 

E: 

202 
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t or today. 

Oh, yea. 

And he heppene t o aee the thing the way I do , 
eo I'd l ike you to get the benet it ot hie 
thought e. 

Yea. 

I mean, it y~u jue t would get hie ideae today. 

Yee. Well, I ' d like Yery much to get them it 
he ian't going to be here tomorrow- I'd like 
Yery muCh to have hie point ot Yiew. 

Well, he'a not going to be here tomorrow. 

He ien't? Well, then- who did you- I can 
come over there or they could come over here , 
either way. Who did you want me to meet with? 

Well, it would be Bell and Viner and Stewart 
and some ot Haae' people, and Buff ington. 

Uh huh. 

And they ' d be glad to come to you - any way -
they'll come o•er to you. 

Well, now, what I thougbt - let'e eee - goeh 
I v1eh we could get Sproul here. I might be 
able to get him to take a plane and come down ...•• 

Yeah • 

.••.• it we met later thie afternoon. Well , whet 
time would they like to meet thie afternoon? 

Wen; Stewar t leavee ·_ ( tallte a eide) when do you 
leave? 

Stewart l eaves at tive. 

At t1ve. Well , we ought to meet by three anyway. 

Yee. 

lladn 1 t we! 
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HKJr: 
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Hl!Jr: 

E: 

IIMJr: 

E: 

Hl!Jr: 

E: 

HliJr : 

E: 
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Yea. 

Well, I'll tell 10u what to do. I'll oo.e oYer 
there. There'• ~11ibl7 fewer or ue then 1ou1ye 
got; and if that 1 okay •• •• • 

Fine. 

••.•. I'll come oYer there and we'll meet in 
Dan's office. 

Right. 

And I'll fet Sproul if I can, and if I can't, 
wh7 I don t know who I'll bring OYer. But I'll 
co~e oYer and bring eoaebody. 

Righto. 

And three o'olook then. 

Right. 

Then we'll figure three o'olook on Thursday with 
you. 

ThAt' a right. · 

All right, then. Fine . 

'!'hank you. 

Good-bye. 

Thank you. 
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H.M.JR: I am seeing you, Dan, at two thirty on 
tho Chinese thing. They can't laugh off that chart 
that those boys prepared showing tho influence of the 
Federal Reserve 1ncrease in excess on tho money market 
and I frankly, Dan, - I would like this "eok if possible 
this thing settled of--

:JR. B:l.L: We would like to have it settled too. 

H .~. Jn: I a~ree in principle on tho two and a 
half as an object1ve. I think over7 effort should be 
made. I don't want to commit myself fUblicly to it. 
I f eel very, very stro~gly ; I would llke s~ethinG done 
about the reserves on so~e kind of a fo rmula basis and 
the~ on the other thing, these two issues; as soon as 
those two things are settled, I am wi lling to ~ ahead 
at once and use the Federal Reserve but I don t want 
to move until those things are settled . And here is the 
point--

~ffi. VINER: How much of this may ~e tell Eccles? 

H.l!.JR: Everything. And supposing I am wrong. 
\'/ell, how much damage is done if he has bought three or 
four hundred million dollars worth of stuff? 

MR. BELL: \Oell, at the end of the next twelve 
oonths he will have a good deal more than tha t . 

H.ti. JR: But I mean, supposing I am nrong? Eccles 
will sav "Well I did it because J.loraenthau insisted. 

O I <> h hi l:e told him he was wrong, but in order to WllOr m, we 
di d it " And if on the other hand we are right, it is 
a joint operatio~ and I keep my mouth shut . I don 't think 
that that is unreasonable, Jake, do you? 

I.!R. VI NER: Well, I don't see any problem on. that. 
If t hey increase their excess reserves, th~ only.lll 
effect I can see that it mig~t have is an 1nflat1?nary 
effect at a time when we don t want it, but that ~s 
eaey to correct at this time . 
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H.M.JR: Well, you can say, "llorgenthau wanted 
to--" 

205 

!.!R. VP.ffiR : But, they will not want a r igid fomula 
I t hink ~self that they probably wil l f eel that they • 
have a duty not to accept a rigid formula bAnded to 
them from another agency, but they are obliged to use 
their judgment, and ~ guess i s that I would want to read 
the text of the law, and their counsel would tell them 
they can ' t do that. 

H.l! . JR: Well, you can have it verbally. 

~. BELL: You mean they can't l egally enter 
into a ri~id arrange~ent . 

MR. VTI1ER: No, I doubt whether they have the right 
to do it. 

H.M. JR: Their word is good enough for me . 

MR. VHIER: The point is you can talk to 
rigidly. They may feel you are trying to put 
vise where they won't be i n a position to use 
ju~ent as the law requires them to. 

them too 
them in a 
their ovm 

!.!R. I!AAS: Well, wouldn't the. t be their judg;:~ent? 

l.IR . VINER: I Tlouldn' t show them anything as definite 
as that . 

H.M.JR: Look, I am willing - all I am asking is to 
make an earnest start! and I am willinc to have consul­
tation at any time . 1 think we should consult anyway 
once a week, whether v.e have sonething to consul t about 
or not. 

l:R. BELL: 'ile have been doing a lot of consulting 
right along. 

H.t:. JR: Furthermore, you can tell them, "Morgenhthau 
wanted to do it through regulations, and we think v1e ave 
persuaded him not to do it through regulations, " which is 
correct. I mean, I wanted to change it . Nor1, we have 
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argued them of that and let thtlll do it this way Let them 
think that t his ie my first position and this is my 
second position1 which is truei Dan.' My firs t position, 
I wanted to do 1t through regu ations. Now you fellows 
have got me do1m to t his point . Do you feei you can go 
in this thing and represent me Ttithout stultifying 
yourself? 

~m . BELL: Oh, sure . I am all right . I don't 
feel badly about this . 

R. U. JR: You don't feel you would have to stultify 
yourself? 

UR. BELL: tfo, sir, as long ae the objective is 
what we are after, and we get strong action toward t he 
objective, and I think there has been sozae doubt in all 
of our minds as to whether thie should be a public state­
ment; and when we discussed it laat, we thought zaaybe 
tha t you could make this statement before the Ways and 
Means v1hen you discussed the debt limit , Well , we didn't 
have time, so we dropped that idee.. Now, even if you nre 
going to mnke it publ.l.c, I think we would have to still 
decide nhat would be the occasion. You just can't come 
out with a public statement like this. You have to 
have BOhle sort of an occasion on which to do it, and that 
ie what we were looking for . Now1 on the support of the 
market, you say t hat it is a ~oint undertaking . I wonder 
if we are going after this obJective- should i t be_a 
joint undertaking in the market? Because we are us1ng 
borror:ed money, and their going ahead alone is zauch more 
effective. 

H.M.JR: Well, I am open to argument on that . I 
vlill take advice on that . 

MR. BELL: I think if we· start out on that program, 
that t hey ought t o do it al one. 

H.i.!. JR: But, let them ask for it, you see. 

UR, HAAS: There is one more supplement--
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U.ll. JR: I am open to argument and advice on that. 

MR. HAAS: There is one more thing, Dan, which 
hasn' t b.een ment ioned which I think the Secretary should 
have brought to his attention. In order to carry on 
these open market operations to tho extent to which 
they will have to be carried on, you have no objection 
to lnoroaeing the bill issue? 

H.U. JR: No, that is all right . 

MR. STEWART: How long an experimental period do 
70u have in mind? 

ing. 

H.U. JR: Three months? 

J.!R . BELL: Until after, cer tainly, the next f inanc-

H.M.JR: Wouldn' t that be on-­

J.IR . STEWART : Yes . 

H.M.JR : Am I unreasonaule, Walter? 

~m . ST~HART : I don't think so. 

H.!J.JR: Do you think I am, Jack? 

UR. VINER: No, not at all . I don't think this is 
an easy problam t o answer. 

J.!R. BELL: That is r ight. 

MR. VI:lER: And I think r1e are - I don't rea~ly 
think that there is very gr eat difference of opin1on . 
Thoro at•o a few little edges of difference here, and I 
don't think there are great differences of opinion in tho 
Federal Reserve . 

J.!R . BELL: I think we are together on fundamentals . 
It i s probably the modo of carrying it out. 
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!AR. STEWART : I think you might have a difference 
in tho rate here . 

I.!R. VINER: I hadn't thought about that . 

H.l!.JR: Again, I want to move in the direction of 
more - what did I Vlant? I mean, I want the banks to 
have more reserves, isn' t that what I want? 

l!R. STE\'!ART: Yes , With e.n objective but no t 
necessarily t oo restricted a formula and with~ exchange 
of ideas between the two. 

UR. VIliER: I think there is one more point on which 
there may be roan for disagreecent, and that is the 
question as to the very short-term rates, and as to r.hether 
or not they ce.n go up without t.ffecting the long term 
rates, whether they should be allowed to go up . 

H.M. JR: Well1 that i s again - but one thing I would 
like1 and I just tnought of it , so it isn 't uppermost in 
my m1nd, Otherwise, I would have mentioned it earlier. 
Eccles has told me, sitting ther~ again and again, the 
responsibility of financing the war is mine . I recognize 
that , "&.tt , r1e will do everything v1e can to help you, " he 
said. So, in the final argument wi th him, r~ind him 
that he said that the final responsibility is mine . 

!.!R. !JFJ;L: Well, he has of ten said that . 

H.ll . JR: But , he has said that and he does.recog­
ni&e that. As I have said a$8.in ~nd again, we s1t . ero~d 
and ask Eccles' advice on a f1nano1ng; and if the fl.J?&nClng 
fails I can't publicly say, "I took Mr . Eocles1 adv1ce 
or th~ Federal Reserve Board's advice, and that is why i t 
is a failure, • end he does recognize that the Secretar! 
of the Treasury has got to finance this war, and certa1nly 
we haven' t been trying t o bulldoze him into anyt~ng;. 
but in the final analysis, and I sarI am mention1n~ 7t. 
last because I just thought of it, 1t is my respons1b1l1ty, 
and I do feel this thing very, very - and if I am v.Tong, 
that is that, 
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MR. BELL: You know, if thia two ~nd ~ half twenty­
year security that we are suggesting here works, you 
won 't have many more long-t erm iasuea as a public offer­
ing, beoause the funds won' t accumulate except rather 
slowly, and the things that you offor hereafter will have 
to fit tho bank's portfolio, In other words, it will be 
within tho twelve years . VIe hope to sir.tplify the financ­
ing, but lie are not sure we will. 

Regraded Unclassified



210 

Alternative Baeea for Agreeaent on Exoeee Reaervea 

(l) Inoreaae exoeas reserve• b7 at least $300 mil­
lions a month until total exoesa reaervee exoeed $5 bil­
lione, and exoeaa reaervea 1n New York Oitr $2 billions; 
theae level• to be ma1nta1ned thereafter. 

(2) The Federal Reserve Be.nke to puroh&ae an amount 
of Government aecur1tiee equal to 20 percent of the net 
inoreaee in tote.l open- oarket aecur1tiee, th1a to con­
tinue until the levels ot excess reeervee apeoif1ed in 
(l) have been attained; th1a level of exoeea reeervee to 
be maintained thereafter. 

(3) Increase excess resorvee b7 at least $300 mil­
lion• 1n every month in which the long-term taxable 
average ie more than 2. 30 percent, or the 2-l/2 ' e of 
1967-72 yield more than 2.1l-O percent. (The long-term 
taxable average is now 2. 36 percent, and the 2-l/2'e of 
1967-72 new yield 2.47 percent.) 

March 10, 1942 
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!larch 10, 1942 

Conference in llr. Bell• a Otrice 
llareh 101 1942 

2 P. II. 

Present : llr. Bell 
llr. 1lh1 te 
Dr. Viner 
llr. B. Demehin 
llro Southard 
llr . Friedlllan 

!Jeeting lfM called to draft a letter in rep4' to let tar 
reooived frcrn Underaeeretary Welles. Dr. Viner and llr . White 
eullnitted draft letters and on the baaie or these a letter 
wae dra1m up. · 

It was agreed at the meeting that a hietorr ot tha loan 
should be written , 

Letter reoai.Ted fl'OI:I Dr, Soong containing cballgea in the 
Agre..,.nt eugseated b7 Dr. !Cung ..,.. distributed. • 

.. 

21.1 
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I aawe 7- lut.er fll ll&l'tb 7, 1.742, 1A -.J.eh :rw 
,.u .. U• tM ct.a11'UUU7 or aUalaaUQi AI'Uela H tr• 
\be 41'&£\ ol tM -'&1'-l pl'e&enl .. lo l>r o To Vo SOGIII!• 

I 110ul.cl wale- elq pNYlel- ill tbe tlDAn&bl 
U'J'&a£-l •1 tal ChS.. • h lell Wftl.4 i&"O&Ml tbe f1DADo.1&1 
mt ... eat.a fll \he tlaltM n ...... •• wu •• pr-t• b 
-t attMt1 .. H '• u. fll the t'lul4e 1»7 lhe Chl.DeMo 

'?1 ~ 

I£ U1eH Wel'e 110\ O'rerM.laMlJI& peUUeal ... a111tar:r 
car~e14eraUaa, I wowJjl 1Aaht ...,.. tile rateaU.• ot 
AI'Uale II .c ~· •J.&s.al. oan, Mill - 1Aalulca ot 
ab'Oilier l'l'oYlaioe.a. 811* U baa &l-J& l»ae *6J'M4 at 
"utln&• 'Mtwaea S\at.e _,. 'l'ra••W'J Depart.nt.e ttl&\ 
the p\ll'p••• ot &be tSnc·• a1 ail. were J,JI'e4calll&nt17 
!)ol1Uaal., 41p1-Uaf ~ alllt.&I'J• Tb .. a cone14oreU­
tberat•• b&ft 48~ ... U. tw JaUca o t tbe te-a fll 
\he A&l'e-lll .tlleb ... MdllllttM \a .. Cltln&Mo 

Aa Jft IIIIGir, t.ba tlret. dl'&rt. b&D6eel to U. Ch.lneM 
GOYUiallll 1Aa1u_. AI'Uala II eelllJlis tor e oneultatlca 
~ UOlJ&Il&• fll 1Dtor.auca. 11-••r, 1a wla• fll Oenenl• 
1ut.e Chl-a Xal·&Mk'• reaaticae t.e AI'Uele tl , Mil ot 
hle N~et. that U be •HW, • 1eat. ... te • 1A 
til& l ett.er trca Dr. To '• .$0011i to t. 1e De,...want, lb.& rr.._, ,. .. -nu,. t.e nu JMpar41a1Ai ~ J.aporlat 
!)Ollt1Ml. 111111 a111t&l'7 wal.• tiC c.hla t'1-1al. a14 bJ 
1na1at1Jic 'Clp& tile re'-nU• fll Art.1ele II 1a tM Ao"e•••' 
md ttlaratcre -1M4 that qaoeetlca •1~ tM State De,~&l''-tllto 

ID U &bt fll tlw t ut tl".a t tba ~ tenal w. t1 Clll of t.be 
lllclualoa or ~ a.uluaicm d Artale II turll& u-t 
ll!:oll7 on q\*eetlooe ot pol1t1oal. c..,. rac ter, &Del 1a Y1a• 

J:. 1- ~J. (, I ' hJ / , f. ,;1·., 
{ .... u l..v a1" •. .,.J,u-'U., ~ II., .. ' 

-t. J't.4 ~,l f.., J,.,/ 

[. ... ~" a;t ?n..1r"''1 .. ;,.;", 

' 

Regraded Unclassified



- 2 -

ot o\11' hhphona OOilYVUt.10D ot toclal , l •h olll.<! lille 
to baYe JOU a4v1•• .. •• to ~at our nas~ atap abcul4 
b• 1A replr1~ t o ~,. O•ner&11aal.o. 

~lnoe 1 re•l ~'• t \i:u le or tha euonca 1Ul4 that 
we llboul4 cona-te thl.a .~oc:r•••nt • 1 t houL 4•1•1 • 1 
oould .. ppro<. ~· t • e anawe1' tJ'Oil rou on tbie ':l&lter u 
eooa >ol poaa1ble. 
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p 

y ltin1ot.er t or l'oroian 4J!a1 ro 
Republic ot Chino 

CONt'JIJt.NtiAL 
llaroh 10 , 1942 

following II¥ le~t.er ot ~&rch )nl ccn~ln~ Lho 
oboo,..,.t.iono ot Oenoral.ioa1ao Chi&nj; K&i-o~olt on ~. drof~ 1a&n 
&aro- nL , I bavo oow rocoivecl & u oMj!o troa ur, H. H. &unc 
111ii11Lin& 10010 !urt.hcr clwlj:ao. ThoH !ln&l •ue~oniono be­
over, ao ,ou will ""• aro principally •hanoi•• In dra!Loaan.ohipt 

(a ) Pl'!!!!lblo (61 lnaLOad or Lho ...,N.. "Ifill oat~~:uard 
W1t unit.)"", aub:tt.it.u:t tt t.!le word a "will pl"'Q;ot.G LM .n~lta.re•. 

(b) P!'!!!!lblo (7) lnc1ud• Lho J•llriHO "oLhur Lltan ~hoM 
auppllecl unclor Lhe Lend-tAa•e Ac ~·· a!Ler Lhe wol'llo • t:•ot ooillL&ry 
nt oda". 

(o) Art.1olo 1. It io ~oir*d Lo naoe tho ~1n1oLor of 
finance •• t.he channel u! t,ho Lhinttao t:o'lorr&.unt. l.o bJplcaenL t.be 
Ltnu ot Art.iole I . 

(d) Article II. thn II<ICiond a•ntonce 1o re~ned In ~· 
!ono o! W10 orlj;ir.al dratL. InaLNd Lho worde •by Lhe L.O 
eont.ract.i,~ par\.1• • " aro ad~ed t-o t.htl f!r.st. eent.·enee of Art.icle 
lJ , al'l.or thAt worc111 " is do!o rrecl• . 

I = onclotd.n,; oonral cop1tl o/ ~~ c!rofi. tdtb t ho 
•"Cil•nld cb&n;;••· I bopa ,ou and ,our coUo&~~uu wtll be good 
er.ou;ll t.o uho your ki.r:d considoraUon to the above po1nto. 

Ur . L. W. Bell 
Under Secret a ry ot tho Tr-aoury 
Treaoury llepart.Mnt 
f &lh1~t.on, D, C. 

Youn a1noe"~·, 

(lt6:d ) r. •: . Soong 

T. v. soonc 

I 
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Jh·.III.AS IJie OooremMliU ot the Uni"-<! Sut.e. ot .U.r ica .,d or lila Hepobl 1o 

of ChW .,.. enpcecl toaeiJier 111 \b other nation. and peopl• ot lilre llind, in a 

coopora\in underteltin& apinat •-n anaai .. , to t~ end ot l &y!Jii Ulo buN ot 1 

joot and ondiiJ'in~ world peace .. cur1n& order under l aw ~o t.h ... ohea and all nat1orw 

Atlhi1US the Uni t ed Statea and ChinA are ai cnatoriu to t~ Declaration ot 

Cnittd hucna o! Jonueey lat 19a which declareo tJv t •eoah go•or.-nt plad&M H oell 

to .,.loy 1 ta full r Moun: .. , a1l1 ta.ry or econoaic, • Kat nn IJiooe ~tet~bera ot tbt 

'!rlporUta ?act and i t<o adbarente with which auell &OYamaont. 1e ot war"; and 

iii!Ulf:AS the Con&raaa of t.ba United Sutea, 1n unanl.nou.aly posein6 Public 

tAw No, Ll.2 apprOYad l'abruary 7, l9a baa declared ~hot. t1nancial and econoalc a id to 

Chino will lncreaoe China' a ability to oppoao tho f orce• of •.:sr .. oion and ~t the 

dt ftnat of China Ia of t~ greet eat poulbla laportanc e, ond h"" outhorlaed tho Se<Ort1\1~ 

ol the Treaoury ot the Unl tad ~tatoo with t he OJ>provlll of tho Prooldcnt, to &1 .. 

il lllnclol aid to China and 

HLktAS eucll t1 nencial aid will ena l>le ~hint ~o ot ran&thon ~~atl:; Ita war 

(l) 

(2) 

( L) 

(5) 

(6) 

(7 ) 

S~renctlw\ I to curr....,,-, .,,.tar,-, bankln& and eccn=tc oyot•J 

•'1nance and pr-.w la cr ... ad produaUon, ocquioi t ion ond 
dlot.r1but.1oo ot nec .. eoey aood•J 

hotard IJio rile of prio .. , proooote otability of oconaeio 
rolaUonohipe and o t harwila check intlauon; 

P....,ont hoardln& of tooda and other utorloll ; 

Iapro.,. 11eeno ot t.ronaport<otion And oo-.nl ca~ionJ 

Eltact turt.her aocial •nd eoonot~ic ~Dtaaurtll which prolftO~e the 
welt are ot the Chlneoe people J • nd -
lien •111 tary need• other ~ ~b:> ee au~pli ed under the Lando-Leell 
Act llld take other aopropriota .,.uuroa i n ! to war effort. - · lr, orde r to eehine thee• o\.lr"pO•••• tne unJera! i;ned bein.; dtJl:.~ aut.horised 

t htir ruroou .. uOYi rnMIIU !or that purpoae, hl•o &liJ'Hd ae followa a 
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AkflCU: 1 

1hl ~ocrotary or tho Treaoury or •; .o l'n11.od Statio avoeo to onabl.1oh 

11,,, ,,,"" u. on ~ho booko or \hll Unhod S\otoe Treu.., a or..SH ! n tho ,.. or Um 

l;o••~•"""t o! tho l<oplbl1o ot China in t,;.,, ... .,.,n\ ul ~~.lll.'ll,OOO u. :; . Do'llan. Tbo 

l!.ocro•'·II'Y ot tho Trooaury I hall IILI<o tr•no!on troa tb1o crod1 t , in ouch .. ..,n\1 ond 
• 

ncb Uou 11 •ho OoYorRMnt ol the ltepubl1c of Ch~na a hal\ reques~ thro"&h tho 

tbt nco ot thO ~Ntomaont ot t.hll K-rmblie ot t hiM or an; a~oneloa doo1KJ~~tod tcJ 

SllOb t ronar.,. r-ay bit reque• t.od ~ lind auch occounto a t t.bo 

O..oru U.ruc ot Nft !ort ""')' b<l ~"'"" Uro<l IJ) I.I:M Gwo m .. enl of t.ho liopubUc 

l authcriae. 

Ahl ICl.l II 

1'ht Jlnal d• t.erc.1r.at icn ct u·.• w r r.• unon • lJct. th1s Hnancial aid i s ~1 Yen, 

the bonofi to 1.0 bo ...,dorod t.ho Unitod Statoto in ret " " • h d eforrod b)l 

t.•o cont.raotin& pert.1•• until the JU"'cnt•• ot nont..e fl./te: ..:On ar cr.kea cle&rer -
flna.l l•n:~ and bonotl \1 wh1eb will bo in t,h., out.ul intereat or tho United 1:\lt.oo 

Chlr.a and will nrocoote t.ho ootabllo'-ent or l aotinz worl d coaeo and oocuri ~· ln 

tho tinol taru and bonofiu tllll cot:n1sanee ohAU t e ,;l.Yf'll to t ho 

'"lfl :rahl1 1ty ot M inl.a1ning 0 hult.by a nd l\lbl• eeonallir. ar.d !1nanc1al e1tun 1on in 

well 11 dur1ns the ""r ord to tt:a deo irob11 ity of 

• ' ·"" ' '"" '*Utually odvantoHe<IWI IHlonoodc and nnoncW r elatione bc twoon l.l:e Cnitod 

and ~h1no and t h bottontent of world-wl da ocono..S.c and finonc1ol roaUonl. 

6fi1 1CL!:J I H 

• h1 o OliJ'OOIIOn t ahall t aka et!eot oa t roa tbia <Yy' a dat o. 

Regraded Unclassified



AID TO CHINA 

Present: Llr. Bell 
Jlr, White 
Ur. Viner 
Llr. Bern.stein 

!.larch 10, 1942 
2:40 p.m. 

H.M.JR: Is it different? Wher e does it begin 
to get different ? 

l.m. BELL: The whole letter is different . 

MR. WHITE: Right after "My dear Mr. Welles." 
(Laughter ) 

21? 

H.ll.JR: Where you say "I would insist," make it, 
"I would have insisted. " 

lm. BERNSTEIN: I think that phraseology has been 
changed~ little bit, Jlr. Secretary, t o meet this last 
suggestion. 

H.LI. JR: Yes. "I would have , " don't you think? 

!JR. BERilSTEIIi: Where it so.ya "continue to insist"? 

H.M.JR: No, I said, "If there were no t overbalanc-
i ng political and militarv considerations, I woul d insist 
upon, " and so forth. Uake it, "I woul d have insist ed. " 

Am. WHITE: I don't think you should be the judge 
of that, Mr. Secretary. That is what you are asking 
t hem to judge, because you still can insist if they say so. 
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H.W.JR: Oh, I see. Well, I u.y, "In all my 
participation and in my testimony before the House 
and the Senate ." 

MR. VINER: Well, that is changed. 

218 

MR. WRITE: We have changed that, and I think it 
is bet ter. 

MR. BELL: We have said, "in our conferences 
between the two Departments.• 

H.M. JR: Well, I would certainly say something about 
J1l'f testimony before the House and Senate. 

UR. VI~~ : But here your - they are supposed t o 
know what the purposes are, too. You are throwing it 
back on them. 

H.Jl. JR: All right. It i s all r i ght . 

MR. BELL: Well, we have changed it a little . 

ll. ~ . JR : Well , when it i s ready somebody--

1m. BELL: It wil l be ready in f ive minutes. 

H. J.I. JR: When it i s ready i f somebody can walk it 
in to me. 
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I ba•• ,_ letter <II ..,.. 9, 1~, 1A mS.h ,_ 
,.,..,tt. the .. e11'1hU1tJ or 111111-u• utlele n tJo• 
\he 41'11l't ol the .&&r-t pree•t.c~ to l>ro To v. 5oe~~&• 

I .. \&14 wel- ~ pi"'Ylel.ODI 1A the t1118Ael.el 
U'l"M&-t wltk Chs. wh1all ..U srotoet t1ae t1Ae.oe1&1 
1At ..... te <II tbo aas.t.- Stot .. , oe .. u ee pr-te U. 
eod oft"U" Hrr 1e ue ftC the ti&DII 'lo7 lbo ChbeHo 
It u..,.. ••rw Mt: w~lJI& ,.Utleal ... .U1\U'J 
eaoeU.eraU•o, I •lll<& 1AI11' .... tba reteaU• of 
AI'U&le U f/1 U.e •l&lMl. oett, ... .,.. 1Ailu1• ot 
etrq v sro•lll_.. a. 1t b&e al-JI "It- ..,..... at 
M ltlll&l 'llotw1an State ... !r .. IV'J Dlpar'-tl Ulat 
the plll'pOIOI f/C U. fh•a1 el al4 wore 111'•4••n•nt1J 
poUU~al, 41pl-uo, an- allltU'Jo TbeH o01le14eret1-
tbv•toro ba•• .. te .. lllM u. t.-latl• ot the terae f/C 
lhe .&&re-•• wblaa. ... eua.Ut.M te 1bl CbllwHo 

AI 7- a. 0 tbe tl ... t Crett ba.._ to U. QllDIM 
o.,.. . r.,.•t lAib ... Artllle u ealllai tor e-.ultat1• 
&n4 u~e <11 lnt-U•• •-••, 1a •S.• <11 o- rel• 
h elae Chi-a X&l·llbelr'e ro .. ts.-e te APUel.e u , _. f/1 
hle reqaeet Cba' U 'lie •Ut.c~, e leat.cl to • 1a 
t.11o l etter tl'• DIP. '• Y. SOla& to t Sa Deparll&on&, tba 
Trea..., ... -•nsns to rlu Joopal'41a1JI& the i.toportat 
pol1Ueal aliA aU1t11'7 •el• <II thle t1-lel al4 bJ 
1na1et~ ,.._ She "'-"• f/C Artlell u 1a u. Avo-' 
&11(1 thuet'cro r.t .... that q~~~•U• rita. U. Skte Popal'-'• 

Ill ll.;bt <11 u. rae• tbat tba u t ene1Mt.1• ot the 
1nclue1• or the o.xll\lllllA fiL Artilll li ti.U'U ..,._, 
whollf on qQel\lODI ot pOlltleal obaraetor, aa4 1D Yio• 
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