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Anelyala of Expoauro to Payroll Se•lnga Plana 
M.rch 14, 1942 

Number expoae4 lotol number 
t o payroll ln the 

8AV1nge Olano I lo:~~u::.t;;d) 

Pert A - Summary by Number of Orgen1~et1ona t xpooe4 

l. &ue lnUI orgon\.zettons 

( ll L•ree rellrosds . ................ , . . . , .. ,, .. 1511 
(2 Other tlrtne wi t h 500 em, loyeee or more . ... . 5,;24 
( }l Othor t1""'e w1th 100 to 499 tmployeee ... .. . 12 , 59 

(4) Suhtotol - large flr11a . . ........ ..... ...... 111,079 

!51 flr01o w1th lese than 100 t':17loyeea • ... ..... 26,193 

(6) 1ot •l buatneaa organltatlone . .... .. ... ..... ~4 , 272' 

II. )'v•rn~tn tel oreen1 :tetlons . . ...... .. .. ..... .. 0 ••• • • 

I I l . Gr•n4 totol ... .. .................. . ........ .. .. . ... 411 .?1? 

Port B - Sum~n ry by Number of ~ploy••• Exnoeed 

I. Buetneoa orgen1tRt1ona 

(2 Other fl~e with 500 •~~loyo ea or moro . ... . 
(1 ~ LArge re1lroeds . ...... . ................... . 

!; Oth.,. flrme wl th 100 to 499 or:~o1oyete . ... . . 

(~) Subtotal - lerge Cima •................. . .. 

\5) Flnaa with lee• than 100 e~ployeto • ........ 

(o) 'l'ote1 bualneae orgenltot\ono . .......• ...... 

ll. Jov~ rnlllienta l orgen1tst1ons 

(l ) Federol Government . .. ......... . , ...... . .. . . 
(2 ) SVte anu locel govern:uenta . .... , ....•. .... 

l;l Total gov ern~entsl orgonlzotlono . ....•... • , 

Ill. llrMO tot•l ....... . . , ...... ... , . .. .......• .. • . .. . 

mG" ·r -tl\t>----g-,.cr~tPry or the .reeeury, 
:'tvht'lr, 'l t' R-lf"fl:rch t:nd Stet1st1ca . 

:' • 1'~1\;. •• 

. I t 
,. r\eultur""l-~·-:.oyf'•a. :dll t•ry 
r~. r1r~ ~F~t•re. e~lr-~~ lny• G . 

"\"' rv ... \lrbl~ . • 

l, ?73, 26o 
1:;,616,202 
2 .759,196 

17 , 6~.651! 

~. llo1 

liS, ~19 ,059 

~97 , ~Sl 
____2!!\.L .. &.! 

1, ; 12,464 
=..;:- - -

16l 
z.28 

? ,1!19 

)11 ,272 

• 
• 

• 

• 

• 
• 
• 
• 
• 

JO,~,ooo !/ 

1, 7CO,OOO l/ 
2,zoo ,ooo 
4 400 ,090 

~oo,ooo 11 

Percent 
of total 

expoaed 

95 

lf 
53 

• 
• 

• 

• --

• 
• 
• 
• 
• 

60 

l'.arctl 20, 19•2 
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Fl~• ~'lo7lnt 100 t o 4" Per•ont P~r\lclptttng ln Payroll St•tn(t Ple nt 

(A• rtporte4 b7 the Cer~n• e Stvtnge Start •• St et• A~\nl ttrttore) 

uv1nge phna 
t'otal h ro t nt of total hav1ng P•1roli 

number •~vlngt pl~n• 
Jtn, 10 u- r 7 • llo o r (\Mia • 

--------------------~~~:::__L __ ~·~~·~ __ _J __ ·~··~·~·~:"-rl!'•L••~l~=~•!•~td~'--t-~J:tn~·~l~0--2-~H~o~r~·-7!_ __ _i'~H!o~r,~1~4 

Al•t"'" .. · .. · · · .. · .. · ·.. 1~i 104 109 ZS5 6 
... ruo:"" . .. . · • • · · · · · • · · · .. · ;9 li.O 55 26 
...rur.r••·. · ·. · · · · · · · · · · · • · 1

6o , !,7 34 1~2 1~ 
.. crt...# no ~.urornh . ...... 

6
.,

79
6 461 4t9 3] 

~ .. : .. •rr . .a.uroff-11... .... ~'95 6S6 1,171 &l 

..,!ll)tti.O • •• • • • • · · · • • • • • • • • 
;, .... •ct\c:-.:t •...• • •••.. .. • . 
.. •1•\' .. ff, .•••• • . •• ••••••• 
:turtc:~ "t C?l\ICOU • •..• . 
rt 'rtv". . . . .. ... •.... ...• 

.itor(lfl , • . , •••• • . . .. • . •• 
tl'llh'l, .••••••• • •• . . •••••• 
t 11 \,,,,.. • ••••• •..• • •. . • • 
·r.1 1an,.., .••••••• . . . . •• , ••• 
~"'~~". . ...... ...... .. ... . 
,......... . ..... ... ........ . 
}• ~ .. :()' ....... .......... . 
:· .. !tt•r..- • ..•••••• ..... . . • 
•• !I.'. . ••••• •• ••.• . 
'rr:t•·t . ..•..... . .••.... 

:.,!I•C: Utl"tta , •. .....•••.• 
\~c: •. ! •••.. ...• •• • •• • . . . . . . 
:t. •t1r.ll • ..•.•.••••••. •.• 
ltUlUl'l 1. .. .. . ...... .. . 
•. late r t •.. , .. .. • . 

:.ol.t•~o•. . ..... . .••• ... .•• 
: to.r'''·"· ., ..... ,, , ... ... . 
I . .. ~(,1, , o o, , o • , , • o • • 0 • • 

. •v "•·'' .1r~.,., .•••... . . 
, , ., .:tr1r, •......•.... •••• 

.. ·~ : t•1e!», .••••• ••..••• . . 
tv ~-r, , .. ...... ....... . . 

.. :rt •• ..:-r,Jl tr.a • • •• .•.••••• 

.. "'rt:.. :u.,ta . .. ... ....... . 
c •. 1:. . . . . ..... . .....•... 

((lt:.?..a • . .. . ... . .. •. .• •. 
Cr•fOr.. . . . . ••. . , , , ••.•• • 
t ' '''·') 1 v,t~r, 1n •.•. .. . •• . ••• , 
"h"t.f :tlllt:l . ••. . . ••••••. . 
S .. ~:. -.:u"l1ne . .. ... . . ... . 

~ .. lotJ ..... l(l"' t ! •• •• .•• •••• ••• 

.!'r.::•r' •" . .. , , ...• , ... , .. 
'l-t 

;;~:::: ~ .. :: ~: ::::::::::::: 
':'t r ·tr.l~ 
..... ~.! . !. ~;,:::::: : : : :: : ::: : 
.,,.,t ·:~ rt~ntl, . ...... . . . . . 
-~·,: ... 
•:· lt. :·: .. ::::: ::::: :::: : 

~lllffl.ll , • ••. . ..•• • • ••• . 

R.r. l l i'OII,t , ,, • •• ,,,,, ,, •• , , 

:':ot,. . . . ..... ... ... . •... . 

6' 107 1011 170 
100 255 259 6ZZ 

0 0 6 ~ 
s >6 37 152 

•s 1!2 a2 139 

2~ 
s 

d 
12 

~~ 
0 

29 
21 
1~§ 
1! 

6 
74 
1' 
:6 
'1 
h 

0 
0 
1 

0 

95 104 5&9 
26 26 so 

916 966 2. 25~ 
'21 }1~ 5~6 
'97 ~ 271 

272 
106 lu 
111 

557 
~~ 
Sl 

371 

'1 
1 66'l 
' ts7 

s 
77: 
l"-~ 

1, U 1 
l'S 
~1 

16 

1~ 
26 
51 

16~ 
200 

2~ 
14 

2 

~ 

275 275 
lot }12 
1"5 }!JI 
50 1$£ 

1~1 110~ 

~t 
)66 

,§~ 
35 
N 
79 

JOO• 

152 
177 

1,491 
1~1 
66 

15 
79" 

2n 

2• 

1,523 
1,022 

399 

~~ 
39 
1~ 
11<5 
~69 

~.2~~ 
~59 

29 
1,7}9 

J45 
271 

2,0}2 
224 
174 

19 
~ 

1,375 
111 
6} 

m 
272 
6!0 

lL 

2 

10 
35 

2 
0 
l 

41 
2" 
0 
2 
a 

~ 
6 

1-0 

a 
a 
~~ 
7 

26 
0 

1~ 
47 

9 
22 

0 
0 
7 
0 

.....ll 

~ 
42 

2K 
a~ 

18 

!~ 
}S 

100 

H ~ 
ll 
92 
~; 
~0 

~ 
J5 

n 
25 
51 

100 
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• 

~ ( 

P1rwa Eap1o71ng 500 Penona or ,..ort ParUclpaUns ln Pa.7rol1 Sa•tns• Plane 

(Aa report·•4 b7 the Oerenet lt•1nt• seerr• e Stau A4a1nhtratou ) 

-
Al11t.t-lt . • • • • • • • • • • • • • • • • • • • 
Art tone • ..•• • • • • · · · · · • • • · • • 
,\rkflfj811 , • ••• • • • • • • • • • • · • • • 
::orthf'rn Cttl1forrua • ••• . •.• 
Joutntrn Cl'l llfo rnu • •• . , • . • 

Color#6Q, . . ... · · •••• . · · · • • · 
Oot.s.ect tcu" . . .. , • • ••.. . • • .• 
t t ll"ltl't • ••• •...••••••.. •• • 
11-Utrtct of Coluable , ••• , •• 
Mortc.11 . .••••.•••. , ••••..• • 

.itOt{i&. • • • • , • • • • • • • • • 
ttv.o •......••.•....•••. • . . 
!ll tr.ott . .•••••• , ••••• • .••. 
:r.tll.l ••...•. ••. •• •• • . • . .. 
]OWt. . • • ••••••••••• • •• • •• • 

:tar.tll, ••.••••••• .. .. ••••• 
l • :.t!JC..Cy,., ••• • • •• , • , , , • • , • 
Lot:tat•r.e ••••••••• . . , ••..•• 
F;., tr.t • • • ••••••.•• • • •••••••. 
~rJll'ntl • ..•• ••••• , .•••.. •• 

!!J,ti'IC}",UII" t t I, , , , , , , , , , , •• • 
l:tchteTn, •••••• • • • ••••• • •• • 
r:tnnet otPt . . . •••. , ••..• . . •• • 
t!t•• ltet nul .. . • .. •• . • .• •• • . 
11\IIOUti ,,, ,, , 10 ,, ,, ,,,, 0 • , 

;;~nt11n~ ..... ...... .. ...... . 
.• t t: rea:ctt , , •• ••• • • . , •••••• • • 
r., •• d.. . . ........ .....••.. . 
1\:nr Jolt;~~ )t t,\r• • •. , . , .. •• .. . . 
=:tv J ,.rlt)', ,,,, , ,, ,,,., ... . 

::f'Y !~t iOCO, .,,. , ,,,, • •, •• ,, 
.of'Y l?r.c. ,, , .. ,,.,. ,,,,, ,,, 
... ~rth Guollna . . ......•... 
~rtb :. • .cote • ..••• ,,., ••. , . 
c:a . .•..•...••.•••.••. .• .• 

Clll:...,:..a, ••••• ••• , • , ••••• , 
c~io~ ........•....•••..... 
ftr.r.t,lwllnte •• ,, . • ••• , •••.• 
il.«e lt\tnu . .. .......... . 
5<1\:.th ~eroltne, ..•••••••• ,. 

~ClOth Olli:Otl • ••••• • ••• • • ••• 
.:.•nnteett.,.,,,,., , ,, ••• , .. 
u~=~~- .. .......... ........ . 
v .• • . .. . .•••..••••.••. . 

t t'llont •. ,.,,.,. , . . , , 1 , , .,. 

~1rt!'1r. t(ll , . ,,,. , , ,., •• ••• . •• 
•• ::~,~~to~ , ,. , ., • •• . 1 •• , ., . 

'-'lteon;~ ntt .. "•" • ·" " • 
'ol••- 1"' n . .•.••• '' '' ••' '••' 

• ··€' •..•••••••.••••.• •• • 

Alub ... ........ ........... . 
Klllroa~t., . , , •.. . .... . . •• 

!'"t•l . •••••••••.. •••• 

1lu:ab• r o t tlr:a t viiS Pl7roli 
•••tnga olin• 

Jan. 10 Mar.7 : Mer. 1~ 

9 
lt 

114 
123 

22 
97 

2 
12 
18 

35 
8 

2lr 
9 

16 
19 

0 
42 
4o 

41 

~~ 
12 

0 

4 
2& 

1~ 
1&5-

4~i 
0 

2115 

22 
51 
}~ 
27 

' }6 
3 

10 

41 
4ll 

~~~ 
0 

0 

~ 

52 
9 

!9S 
111 
~~~ 

~ 
'1 
511 

100 

261 
325 
102 

15 
147 

4 
22 

~~ 
12 

&7 
a~ 

1}7 
1 

~i 
16 

m 
2) 

l~& 
6 

26 
)) 

511 
llo~ 
15I 
l6 
1~ 

4 
22• 

~~ 
12 

59 

'~ 14o 
1 ,. 

76 
21 
18 

196 
165 

}2 
1&5 

25 

~ 
14} 
10 

6}4 
11!0 
5) 

~6 
~ 

15'1 
}70 
)}} 
105 

2& 
148 

4~ 
5 

}0 
2}5 

6 
1,~~ 

1 
557 

62 

J; 
~ 
4 

106 
1~4 
13 

9~ 
l7 

140 
1 

) 

Peroent of tolei ha• inc ~Troll 
UY\ftlt plfnt 

Jtn, 10 "-r. 7 K.r. 1~ 

12 
71 

~ 
75 
69 
52 
7 

2) 
27 

211 
80 

"" B 
48 
27 

0 
75 
26 

ll 
92 
8) 
4} 

0 

1!0 

~ 
57 
711 

8} 

~ 
0 

51 

7~ 

~~ 
77 

4} 
59 
~ 

0 

0 

---!2 

100 
88 

100 

~~ 
100 
6o 
62 

100 
tll 

61 
100 

:{ 
69 

100 
21 

n 
92 
l~ 
98 

100 

100 

163 
~~ 
97 
72 
1!0 
:!1 

~ 

H 6~ 
72 

100 

~ 
100 
66 

72 
93 
97 
57 

100 

100 
5& 

100 
100 
95 

100 
61 
64 

100 
u 
65 

100 
87 
81 
11 

100 
21 
}l 
71 
92 

94 

l~ 
100 
100 

100 

(fne~·or- tr.f.-!,'tC"r.\ii-1 or 'tht frutur1 . ffi1iion of Ruurob t n 5tetilttci'-.- L -----------.Kereh 20, 1942 

• :!a ta ~~:r• f or Ul': rch 7, t nae:Juch • • no Kt reh 1~ r•port vet rf"cPtn:4, 
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Mar . 9 

10 

11 

12 

13 

14 

15 

16 

17 

1! 

Dai ly changes 1n the atook or Se r 1ee E anv1nee bonda on hand !I 

( I~ thousands or p1ecee ) 

344 

123 

192 

157 

193 

137 

none-closed 

271 

144 

148 

500 

500 

300 

300 

300 

none-closed 

none-closed 

300 

300 

300 

ecrets r y o e reasury, 
Research and Stat1s~s. 

25, 7!6 

26,163 

26, 271 

26 ,~14 

26, 521 

26, 3!4 

26, 3!4 

26 ,~13 

26, 569 

26,721 

del1ver1es 
this da 

soo 

!J Includes stock 1n hands of (1) Federa l Reserve Banks and branches , (2) Poet 
0rr1oee , (3) Federa l Reserve Bank 1eeu1ng agent s , and ( ~ ) Treasury vaults 
1n Washington. 

Regraded Unclassified



,..... 
....... 

u. 

lorioo I • Pco\ otficoo 
Serlo o I - lt.Dita 

Sorllo I - !o\ol 
Serle. • - llt.Dita 
krieo G - llt.Dita 

!o\ol 

t7IIH':m ft.Ul&S S.U'DOS JIOII])8 

Co.paratiTe S\a\-•nt ot Sal•• Durt.ac 
:Fire* ru .. - Buelaooo llooTe of March , ... l>I"QAr7 - J.-..rr 19'112 

( llaroh 1.-lll, ··-I"'ar7 1.-111, J~ 1.-17) 
Oa B&alo of Ioo~ Prico 

(.a..ounto ill \bov.aaDdo of clo1lal'o) 

kloo 
.lolo'aa\ of laCH&Oo 
or Decr9!• !-l 

I ICaroh I Jo'brv.arT 

March Jol11MIU'7 : J......,. onr o·nr 
h ll!'!f17 I le••rr I 

• 52.713 • 6o,2115 • 93.828 -· 7.1162 _. 33.513 

1!81 24I ~~.2ln ~1,101 - I21~4 - g.S6z 

2()5 ,0}0 215 ,1186 351,936 - 10,456 - 66 ,~ 
~·126 }5, 1611 }S,IIo9 - 10,0}8 3 , 2 

1 ,964 1!81 238 11jlj110l - 63 ,2I4 23,1U 

tl!!!i, l20 ~s.m t51!5,446 -$1'1loi6I 

Porooa\ec8 of hCH&Oo 
2r Dlonu! ~-l 

March I Jo'lllMIU7 
onr Oftr 

Jo)rwz J •p•rr 

- 12.~ - ,}5.~ 
- .&.! - .!Ll 

- 21. 2 - 11.~ - 21.5 - s. 
- ~ l!U 

-~ -J.a. 

March 19, 19112. 

louroo l All f iproo aro a.pooih vUll \be !r...,....r of tu Vai\14 Stotoo oA aaoo'llllt ot pro-• 

of ooloo of 11aih4 .,.,.. oonaco llowlo. 
loh 1 •lproo bon lloon roua414 t o o.ooroot \bov.aowl aD4 vlll DOt o.ooooearilT 144 to to\olo. 

Regraded Unclassified



UVI'lliD ftAD:S SU'DGS liOIIDS 

Da1l7 8aleo - Karch, 1~ 
Oil :aa-1• ot Iaaue Pr1c• 

( Ia thoUNDdo of clollaro) 

Poot 0!!1oo JIUIIt Joll4 Saloo All Joll4 8aloo 

D&h 
JoDil 8aloo 

Sor1oo .I Sorloo .I Sor1oo ~ Sor1oo G !o\al Sorloo ll 8or1oo ~ 

ICarch 19112 
2 • 5.1111 • 15,868 • 2,~, • II, 726 • 26,~ • 21,6711 • 2.~, 
~ 

2,975 l! ,li59 1,629 II, 7110 U , I 11.~~ 1,629 

3.395 11,1133 2,651 12.551! 211 ,~ 12,2211 2,651 

5 ~·869 10.~ 1 ,6110 11,170 23,991 1li,Jl7 1,6110 

6 ,179 10,696 1,759 10,825 23,279 1~.175 1,759 

7 3.11110 11,586 1,586 6,J2S 19,1199 15,o66 1,586 

9 ~.967 111,6)6 3.9~ l! , llall )1 ,o611 23.~ 3.9~ 

10 2,804 5. 719 1,365 4, 162 11,2~ 11,523 1,)65 

11 3.156 10,002 1,533 7.217 lS,S23 -. 13,1511 1.533 

12 2,686 1!,1111 1,13J 5.~ 1~.m 10,1100 1 ,133 

~' 
2,6112 10,594 1,o65 ~,007 16, 6 13,276 1,o65 

2,797 6,616 1,102 • 7li5 12,1163 9,1113 1 ,102 

16 II,~ 13,1~ 1 ,415 1 , 693 23.301 17,6511 1,1115 

17 2.967 6,3 1,105 2,~1 9.961 9.351 1,015 

11! 2,552 7.097 1,201 9. 33 17.131 9.650 1 ,201 

!o\al • 52.783 $152,247 • 25.126 $1111,9~ $292,337 $205.030 • 25.126 

O!floo of tho Sooro\ar,r of \be !r...urr, D1Y1o1oa of a.ooaroh oD4 8tat1o\1oo . 

eo...rool All fi&VOO aro a.p.ol\o with \ho !re&O"Gror of tho 111>1 \eel 1\a\oo oa aooo'llll\ of prooooclo of 

aaloo of 111U\o4 1\a\oo oaY1ac- -.... . 
Johl ftproo hoft 'bon ......-o4 to aaaroo\ \boaaoDil oD4 wUl aot aoooooarllT a44 to \otolo. 

ler1oo G 

• S,J26 
1,780 

12,551 
11,1170 
10,1125 
6, J21! 

s.~ 
11,162 
7.287 
5.~ 
~,001 
.~ 

1,693 
2,~1 ,, "'' 

$1111,~ 

!o\al 

• )2.~7 
2l,CIIJ 
27.~3 
27.167 
27.1151 
22.979 

J6,0J5 
111,* 
21,~79 
17.~ 
1t, 
15.~ 

27.76' 
12,927 
20,213 

.JII5,120 

Regraded Unclassified



l=• 
l'o.lT 
Me· 
lopt. 
Oct. .... 
Dec. 

011 !ID S!U!II U.lliOI ICIIIll - DIIUU IIIllS l 

....- ot liDih u4 lero•• ot Dollar To1-
'IIT Doac.iaau ... aat ,, ._"'-

llaT 19111 - 1-rr 12112 

CONFIDENTIAL 
106 

~-t2=5-!..1 -~:-00-..!1-;.t500;__.:..: ..;.•-1:..,ooo.......:..~:~t5:..:•.:.ooo:.:....!.•.:.tl.O:::•ooo=..!•_:to:':•:1_: x .... rr1oo 
llllakr ot Ublh (1a ti.ouutoi : (ia a1U1oao) 

6.S 
6.S 

6.2 
5.6 
1.~ 
7.1 
s.o 
9-9 
9-0 

25·0 
~ 
U9.3 

• S.l 

o.~ 
1. 1 
2. ) 
2.9 
).0 
).2 
).6 
J.l 
~.6 

J;,!1o 

2.)f. 
11.0 
11.9 
5·9 
5·5 
5·7 
6.2 
5·6 
6.1 

M> 

12.0 
7·2 

10.0 
r.o 
1·5 
9.0 
7-6 

18.2 
22.1 

100.] 

• 7~., 

16 •• 
2).1 
27.} 
21.6 
21.6 
3().0 
)1.0 
27·7 
~ 

~ 

2. 5 
1. 2 
1.5 
1.1 
1.1 
1.~ 
1.0 
2.1 

_1.:! 
16.0 

~.~ 
1.5 
1.6 
1.0 
1.1 
1.1 
·9 

2.7 
~.0 

u., 

• 59·1 tl36·9 

21.5 
17., 
25.2 
19.1 
20.5 
211., 
21.6 
56.1 
sr.o 

}01.0 

Ad.Jual ... \ to topoollo 
~OIUI wUb. \U fl'Mo.,....r 

of tu Ublht State• 

17·" 
19.6 
21.0 
22.7 
21.11 
2).7 
21.2 
21.2 
li.J 
20.1~ 

100.~ 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

• 52.1 
22.5 
27.2 
11.2 
19.11 
22.) 
u.z 
111.1 
611.9 • 

!allulaUoao '117 lbe Dirldoa of t.oaa• aJid. OUr•q troa &ll ...tit of orlciaal 
el1llle . 
All flcv•• ~~a .... ,,.,. ~ aat nU aol aaooaoartl.7 ad.d. to total•. Mo=h 
4o aot acr• wUb. r.1outd. aal•• ncar•• wloll are oa tba baah of t.poalh 
wl\b. U.. !r ... vor ot \be tlll1tod. ftateo. 

0 
laco.ploh. Depoolh wore t77.6 •1U1ou. 
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.,.. 
hl1 

~­s.pt .. bor 
..,- OctMtr 

J-bor 
Dt.-)or 

~,l2 . .Joa•OU'7 • 

fottl 

IIIIUD IU!IS IA'fliOI Jallll- JaiiiU IIIJII I 

IUkr of ta.Ua 1184 Pu-t of Dollar Tot.. 
))' Deao.iaaUou 11114 \ 7 IIGaU. 

J(q 1941 - lM'M1'7 19112 

t500 ' 1 tl,OOO 1 t!5,000 I tlO,OOO 1 to\a1 

:Iuber ~ taoua 'ca th~Uila) 

32·3 15.0 57·' 10.1 11.~ 1311·5 
20.3 g.ll ~3· 5olt 1· 76.0 
25.2 13·5 3·9 6.1 7·5 97.0 
20.1 9·7 :51·3 11.9 5·5 11·5 
19·5 1.6 ~·3 11.6 5.2 67.2 
23·3 10.7 3 .o ~. 2 ~· I l::~ 20.1 2t~ 29·3 . II ·1 
55.0 6o.6 1.1 1.0 156.1 
~ .:E:! ...!!!1 ~ .12:1 192.11 
212.3 1J2.S 391.1 59·5 76.3 9112.1 

= = -=== ===-
• 2&.2 • 66. 11 tJ9l. l ~ ~ = 

.U.,U.ta•\ to d.apoalh 

CONFIDENTIAl 
10? 

lone Prioa 
(l.a a1U1M1) 

• 3ll·5 
1111.1 
162.9 
ll7•9 
Ul.O 
~.2 .6 
191.7 
2!l.l . 

tl. 5116. 7 

- 116.3 
llepoalh wUh the !r~&o'IU'ar 

tl.5()0.11 of the 'IliUM ltatH 

Parc•t of Dollar Tol-

hao 
hl1 

""""' loptoabor 
Oct Nor 
..... btr 
Dtcoabtr 

1.~ 
1.11 
1.6 
1.7 
1.7 
1.9 
2.0 
2.1 
2.11 

1.~ =-

2.11!' 
~·3 .1 
11.1 
~·9 .J 
11.5 
6.1 

..2:.1 
II.~ 

Di'fittoa ot a.a~arch u4 ltaUaUoa. 

11.~ 17.11!' 6o.~ 
23.7 19.2 ~·" 27.0 21.0 .J 
26.~ 21.0 116.7 
26. 20.9 ~.1 
27.1 20.6 .1 
2!.0 20.1 114.7 
J0.5 20.11 llo.2 
26.3 16.9 1111.5 

25·3~ == 
19· 3~ - 119 .~ -

100.~ 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.~ = 

1 '1'&1rolaU oao 'by the DhiolOil of Louo an4 O..rr•07 f roa .., m4U of ort«l.a&l 
ltu'ba • 
.Ul fl.«vz11 ho.\'1 'bleD r...ull 11114 will aot IIIOI II&rl}T a44 to tot&lao ........ tl 
4o aot acr•• with re1~a~a4 aalH flFII ..t>lch are oa the 'bull ot depollto 

0 
vtth t ho !ri&IV'Ir of t hl tlo.1ta4 ltaho. 
laeOIIploto . llepoalto were t315.6 a1Uloaa . 
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HMJr: 

Operator: 

HMJr: 

Randol ph 
Paul: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

l!MJr: 

P: 

HMJr: 

P: 

HMJr: . 

P: 

HMJr: 

P: 

KMJr: 

Hello. 

Mr. Paul. 

Hello. 

Hello. 

Randolph. 

Yeah. 

Hello. 

Maroh 19, 1942 
4:07 p ••. 

108 

Cooper aaya he'll take it on, but he vaen't 
very enthueiaatio; but he 'll take it on. 

Then I'm to oall him. 

Yeah, when you get back. 

Yeah. 

He eaid he'll aee you either Friday or Saturday. 

All right. 

Okay. 

Yeah. Tell me - can you tell me Just a little 
mor e or can't you talk nov? 

What? 

About this thing you talked about this morning. 
I 'm going to eee Ernet later t oday. 

No, I gave you all that I knew. 

Yeah. 

I - they gave it to me in t1tteen seconds. 

Yeah. 

I gave you all that I knew. 
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P: 

HM11r: 

P: 

HIIJr : 

P: 

109 
- 3-

All right. I'll 111 what I can tind out. 
I think there might be eo•e mieunderatend1ng 
about it, I don't know. 

Okay. 

Well, I'll eee what I can tind out and report 
t o you in the morning • . 

Thank you. 

Okay. 
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TH E: U NDIE:R SIE:CRIE:TARY Or TH E: TRIE:ASU RY 

WAaH I HOTOH 

!(arch 19, 1942 

TO 'l'll!i SECRZTARY: 

In reply to 1our memorandum of I'Arcb 18th 

rtf:&rdi a& the Chinese loan, reviled .l.rticlo II aa 

oubm1 tted by the State Dep<>rtment ,,., handed to 

Dr. Soollf: i n l!ev Yorl!: on ?r1day, lf.ar<:h 13, b)' Y.r. Fox. 

Dr. Soollf: cabled thia rnhed draft to ChunO<iDf: on 

Saturday and a olced for an i lllllediatt repl)' . 

uo 

I tallced v1th Soong late Tucaday eveni"f; 

regarding the matter and he aa id be bad not yet received 

an anawer but that he b&d aent a wire ott that dejl, 

aakint: for immediate reply u he vantld to oloae the 

atreoment th1a veek . 

• • • • • • 

Dr. Soong just telephoned ao tbat ho bat received 

a ropl)' to bit cable and he it bri nginr it in th1a gorning 

to diocuao vith ce . 
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II& rob 19. 1942 

liM tiDe ill llr. S.U 1 • ott14o 
llaroh 19. 1942 

2130 p.a. 

PrHmtr 

ror TirMIN.IT• llr. D. w. Bell 
llr. 'lhite 
Dr. Viller 
llr. B. Benultoill 
llr. Soutbud 
11r. r~ 

ror st.tet llr. Bombeolt 
llr. l!Miltc 
llr. Lin~Mf' 
llr.Lutlu-inaer 

113 

lleetl.ng wall e&ll..S to d1ec1111a replT receincl n- Dr. Sooqr r11a!.'Ciin& 
the alternative ot .Article n. 

Ill'. Bell saicl that tbo Secratary want..S to •l.&D tho .a,r-t u 
...., u poasihle 8llcl -. prepar..S to clo eo unleae the St.te Depo.rt;-t 
tolt otroncl7 abollt the .. tter. 

Tbe State Depert.MDt1 a podtiCII 'Rll g1 ..... IV' llr. Bombect, wllo saicl 
that tho utter bad...., beooae a d1~t1o illlllle. llr. Bombodc sa1cl 
that tbo Stote Deput-t npr.....tat1na bacl jun ocae trca • ••t'-"C 
with llr. 'lfellea &Del that be..., toJ!dng Wlcler 1natruct1ona. It tbe 
Ch1neeo poa1t1on ne acceptacl, llr. Hornbeck aa1cl 1t wcu1cl mean trouble 
in the .tllture betw- tba Oovenll*lta ot CbiJI& and tbe UDit..s 8totea. 
He '1111a under 1natruet1<xul to propose an exohaQCo ot l .ttoro 'IIIlich WCIIIl.cl 
be aupplcentoey to tbe -cH-t anc1 'llb1ch woulcl acb1.-re boa1oall7 tbe 
&laa ot tho propolllcl .lrt1clo n . Ho aa1c1 tbat to aooopt tbo Cbin­
poait1<11 woulcl ba ootebl1Uiinc a proooclct ot CbiJI&' a ~ ~ tetu 
to ua ancl tbat tbo UDitecl stotoe ooulcl not let Cb1Jia 1et nq w1tb tble. 
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Question waa n.iaed aa t.o 'llbetbar Dr, Soq• • let.tw of ll&rch 3 could 
bt considered a ~-at to ooolllllt. or acbanra 1Ato,._ticn, llr. Rombeek 
roplied that it onJ;r ~t.t.ed Dr. Soons, or at. the .,et, the o.,1 ra:u.e.s..o. 

A TreaeuJ.T repreeect.atiTe pointed out that tbare bae bee acae cbanra 
111 ttw ndl1t&J.T eituation ainoa the necot.iaticne t1ret becan, llr, Hornbeck 
then quoted troll diepetchea frca .blbeaeedor 0auM CO ..... t:l.nc Qll each U 'o 
boW tM)'indicatecl thet the Chinen ban~ ta.ld.q aa inoreu:l.nc~ timer 
attit ude. 

Jlr, Hornbeck went cn to HiT that we nre in.our preset poaitioa 
btcauae we luad ehCIIIIl weal<neea in tba p&et. The Chineee were led to beliflft 
t Mt it t.bq atood ts..r. wa woul.d retreat trca cro.r polition. .l 'lr8NUZ7 
reprt8ctatin e.a1d that the Secret.&rJr bad detinitbeq giTc Dr. s.,.,.. 
the iaprtseiCII betora Consree• acted that. n were concerned about the ,.. 
ot the tl.n&nc1al aid and pointed oat that. the Secret.&rJr bad ..,... ccnaidered 
doliDc cut. tbe IIIODIIY tor epecitied po.rpoe11. 

Dr, Viner upreellld hie cc.pl.et.e oppoeit.icn to the St.at.e ~t• a 
Tie~~. Ill'. Hornbeclc eaid that he bad not mentioned Tr•SUJ'7 ...,., he epoka 
ot weekneae be:l.nc ehOIIIIo .l Tre&INJ.T otticial ea1d that he wae glad that 
lit, Hornbeck bad clar11'1ed tbie point and went 011 to atraaa the tact that 
at evSJ.T step the necotiatione bad been cleared with the State Departact. 

The President• a me•~~~«• to tbe Oeneral.1aeillo and the Ocerelieeiloo ' a 
rep]~ accept:l.nc the lDan without conditione ware diacu .. ed 8Dd read, 
Trearury ot!icUle e.a1d the President• a aeuaca aet tba <leeirecl tcne ot 
the Df4roti&UC1118 , Wbc State Department oftioUJ.a were aeked wllo bad 
dratted tbe Praaidct.• a ... ..,. tbi!Y replied that it waa bast~ <lratted 
b7 the State Department, 

The period before Ccagreesicnal approT&l. ot tha .ti.naDeUl aid wae 
rmewed b7 Dr, Viner, wbo pointecl oat that l'l'eJ.T..,. bad bee e-crprieecl 
b7 the ,.,,rona epir1 t abo'& l:lr Ccagreaa and the eaee with 'llbieh tba 
eucgoetecl aid w.,t throu&h. 

The poesibil1t)' ot an ercbance of l~tera was tMn discueeed, A 
Treaeuey otticUl pointed out that the State Depart-t was a1a1nc at 
an excblnge ot letters 'IIIlich -.ld beccaa part of the Acr-t and 1lb1la 
be was ~ tb1s ~e-. U.Utca ot the St.eta Depart&aat nodded bia head 
111 Agree..-.t , llr. Hornbeck made it clear that he was th1nld.Dc ot an 
«Xchange ot letters which woul.d praoti~ do what it luad bee hoped 
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uucle II 1IOUl4 acc<JIII)llab. Kr. Bol'!lbel* M1cl tbd 1\ •• -.mtCII"t'OII&te 
that either &o<lDC 01" 111111 na probabJT ach1.e1Dc the O._.alieeiJoo ein,. 
the oenorallleUo would not line Ulc81l tbe poait1CG \bat u bad \ekeD tv 
~·ell· Tile point wae th81l Mde tbat 1\ na· to be ccpeqted that the 
ocerallellimO would be edrleed tv h1l l'inanoe and ro~ JIS.D1etere, 

Ill'. Hornbeck tb81l went on to si-ft a rerlew ot tbe pollt1oal e1tuat1on. 
Jlo eoid tbeto In 19371 the Chi.Deae went to war With Jap&D, ar Jap&D wet 
to war witb Cbl.n&, and the Chin- cboee to rea1Bt tbe J&pADeae, It as 
a 'IV o! tbe1r OWD c:boice. The Chi.Deee were DOt t~bt1Dc tor c1'oU1sat1CG, 
but tor tbemlselne mS tba 11Dited Stet" bad eteaA1'7 II'QppOrted Cbina, 
liot \llltU 1939, wben we told th• eo, d1d \II& Chin- besin to eq that 
thAI)' flro t~bt1DC tor cirllisat1CG. .Ut.boQcb .... bad -., caiae ..,.. 
_,were d1tterct. 'le happead to be CG tile -. 11.de1 .t1cbt1DC ep1Dst 
the - Ctlll'l' • CbiD& wu t.r,r1Jig to ulte Ollt that we Oiled ber eo•tb1Dc• 
It do DOt owe bar &DTtb1Dc• Ia Deolaber tbq bed aelced tor a lout, and 
the ..,MIT bad beeD wted ae 1111ch1 8Dd DOt tor a Bi-tt• 111 OIDl7 three &Dd 
cn .. bel! mootbe t~ had c:h&Dged their poeition ec ll&l'kedl7 • 

.l.t tbie point a '1're&llllr7 ottici.U &liked "wbere do we 80 o- bere7• 
Another Treai!Ul'¥ o!t1c1&1 ea.1d that 1t wae up to the 8tete Departaent 
~tar we could 80 with the Chinese Oo•e-t. Kr. Hombeclc M1cl tbat 
tMe wae not a queetion ot relatiODB betweell depari;JuDte but ot relat10DII 
betor- two Oovei'Dl118Dt:!.:: Uni.ted 8tatea aJld Obina. .1. TreaM11'7 ott1ci.U 
ccaented that be had bal18't'8d the 8tete Dep&rtaent oonddered 
!oroi&n policy ite eotcluain reeponeibillt)'• Another '1'rea8Ul'J repreeentetift 
aal<ed the State Department to dratt tM letters ncgelted , llr, llombeck 
tbeo said that tu Ch1Deee, bT taldJ>& tba1r poeit1oD, • - dqing tbat .... 
bed an interest 1D tu UM ot tbe tuncW , Dr, Viner responded that we ..._ 
telllnc tho Cb1De .. Oovemmont tv oar 1Aeiet1DC on tbe ocntcta ot Article n 
tbet tbq were a second-rate Oon..-nt, and that .... could not tmet tba 
'llitll tho intell1aent uee ot tba tuDde. llr. S.U upreeeed the new that it 
wu an iesuo that the President wOilld han to decide. 

'!he quoetico of tha delq 1D ll&ldn& the acn•ct ..... dieoueeed, tbe 
point l>e1Jig Mde tv Kr. llcrDb"'* that tbe delq waa oaueed b7 tbe Cbin .. e, 
wbile Troe8U1'7 repreeentatift8 took tbe poeit1Clll that, wboO'Y8r tbe caueo, 
continued delq ne bound to haft an ill atteot in Cbw1gldng • 

Ill'. Hornbeck oa1d that whatner ne done JNIIt be done 1D ncb a 
oennor that could be referred to in the tuture tv both the Un1ted 8tatee 
and Chino, and that, 1t there was notbiJIC epeoitio to rater to, i t was 
not worth doiDC • 
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'l'ro&IU%7 ott1.c1Ala pouted out that For~ l'lmda Ccatro1 oould be "'*' 111 the oa11 ot .nr.orcliDarT cbaace• u the Cb1Aa pi.otare u the 
tutor~ ...., the queeticG waa •*-'~ wbat oould be dftttld that would rMllT 
p n U: azvth1D&' IIOI"'o The pout 'R8 tileD .-de liT frlllllll'7 otf1c1ala tbat 
our posit1ca Mil becCIIe etlldilT 'lt'llker aa w ha4 tried to get a o011nltati't'l 
article accept"'- liT the CbiA-. 11111 u.tw ha4 b- 1a a a~~Ch etronger 
position with reepeot to oont.rol OYer the uae ot the .tuDde batol"' the. 1aat 
txd>IDI• or letter•. "'! 

lit. Uornbeclc euggeetld that lit-o liMil.tca ADd Dr. ViJllr dN.tt. a latter 
ll..ar the linll out.l.ined liT Dr. Vuer. 

1'ho poaaibU1t7 ot ~ the •tter betore the CabiDet na ci1K'IIalldo 
!be --it,' ot dieoulai.ag tha ~ tiNt 'llitb the 8eoret&r7 .... ude 
clear aod llr . kU aa1d that the SearetarT ~t 'ftl1t to take the .. tter 
up nth the Cabinet tc.orrow md lit'. I'.U11 llbcn1l.d be J>"P&l'ld tor raoll a 
...,tulllt,o. 

It 'AI agreed that llro Balltca ADd Dro ViAer ebould dN.tt. poaeible 
lothre 'IIIIich could be giYeo to the Seoretaz:T and which mpt be teklll up 
to the President. 

I . S. Friedman 
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8&1'1'7 1h1t• 

Seoretarr lforgethau 

Pl•u• talk to .. about thla. 

U? 
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THE WHI'TlE HOL8t: 
WMHINcn'OH 

Maroh 19, 1~ 

'f() '1'111 l5ll:lDW!f Cit ftl !IIUStlllf I 
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I •"" 70111' __ ..._ et .... U •re1a :ro• rotw w tile 
"'I'M-' of tao. Clul1raa of U.. S..w Co.~.~ tee ea ldu&S.a ad 
JMor tlul$ 7ft tppMI' betllro \lla ~tee te tenU:)' ea I,Uii, 
•.t. IUl, fo Jll'"14e tor U.. t.nda&U.oa ot \be t.uouJ. to..ab ...... ,.~.u- .. tao. Cirilla c.. .. ..-s.. a.,..• 

1ft 11\at.a ~!Ia U •1114 be ... inlol.e iio llaft wt:T Y1.w ropr;r.. 
1.111 ~· propMo41011alatl.•. plMO Mtwo ibo eo-s.u... Ia 
~ .. .--u., I 111.• w oall. TOV at.teu ... • oar •••..Uo• 
a o1bor prepoeod lep.alatloa attooU.. tU ;rwtll .,...s... ., 
opia1aa u ....... 1a tloooo ...... ..u .... 11M aot. ••eM. 

I tMl. \Ia~ tao. ;rnUl ..-os.a llaft a de.Uaite plMO 111 t.11a 
aU-oat. wr attori. 'lbo 1141 ,.....za of ibo l&ts.-1 to.U. .f.+d•• ._ 
t.r.U• iio t.roia .,._,.,~ 100,000 ,.,Cb tor- 1ad.nzioa a4 
tn otllor .. _,1al. -k 1II.U ..... •·" att.o ........ .,. ~ 
batioa '- ov O'lp•""' 'II lallor ~at.a. !lie Ci'Wiliaa C.•..-ratoo 
OGrpa •n< .., 'rq roa......u- 1a ...... te propen U.ooo roawfttieca 
t• 1\ol.l. ut.111AiaU... l6llnl10, \be reah''ll projoot.a of tho Coi:P• 
.w.h are aGW lild.W to •- ..... Ual iio U.o ••1ou pbaooa of ov 
war attw~ u6 10 leo& .. u w prwido JII'Oh aUn oor.iooa 111 Yi\al 
arou • •ultl an llo 41A1-"-• a U.ia U.. 

u 1a ....... 0 Ula\ u 1e •" , .... ~ !<.- til& tao. 
tliPlOJMS ot th- ~11a 111 •• o- role&IOO •l~o fer aoUft 
61\7 e4 1a oU.wa i*ftl.,.. WallO ftJAb w'll4 ncairo Ulo -~ 
ot adalt. a1Y1"••. I oleo tool \lad 1\ ab..U be ...,. &loor t.a all. 
- ait.laaa ._. 'lit' t• tllo poet.ar ....... of U.ooo oa U.o rolla oro 
ot '" d"~--- ud \lad tao. \ro1a1'll 'lbiab Utn rooein 1a p.­
JI&Iill U... t• -~ _.Yioo •• tllq -. loo o.u..-apoa to por.flta 
... tllq .._ at ldlltu7 .... 

Ia Y1Aiw at \'Do uno, I •••' apooo W. t11 til ... - Wko U.o 
PNiUoa tllat. \Mao ..-ola• lbOIIl4 be t.w ••W aa4, -•41'1117, 
:rw an aft!. ... \Ia\ l,llt5 ,._ •t. _, nib q apJII'Oftl. 

fW7 a1aoorol7 :ro••, 

1•1 rti~ILD D. JI)()SifiL! 
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TREASURY DEPARTMENT 

INTER 01'"1"1Cll CONNUNICATION 

To seeret•ey Korgenthau 

,..OM llr. Kuhn 

Here are articles troa the labor preae about the 
tu program. You will notice that the Mew Kau11 hae 
cou out in our favor, which ae&ne tht.t the Co•uniet 
part7 line in this oountr,r will be on our aide! Thia 
should put a atop to critical articles such aa the 
United Electrical Workers haTe publiahed. 

Koat ot the labor papera haTe been waiting with 
thei r coaenta until the tax co..S.tteea ot the c.r.o. 
and the A.F. ot L. haTe taken their stand. The resolu­
tions of the two tax ooamltteea are included with this 
batch of ooaaenta. You will aee that the !.F. of L. 
oppoaea ua on taxing outstanding State and municipal bonda. 
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lr&rch 19, 1942. 

TO I The Secretary 

FI!Oll• l'r . Sullivan 

RE • Asaigwent of Public Finance 111M to 
Governor Tugwell , Puerto Rico. 

~. Eugene Bland of the National Resources 
Pl&nnine ~rd and I have discussed this problem. ne 
is apparently the cootact an for Governor Tugwell. 

Upon l:r. Blough' a recmtr.endation I offered 
to Bland the services of Russell Hinckley, who ia 
novr an employee of Dr. Groves at a salary or $5,6oo. 
I expla<ned that this would have to bo on a reim­
bursable basis . P.e said he did not kncm whether 
Governor Tugwell expected to reimburse ua !or the 
services o! thi s =, but that he would report to 
the Governor that we are rnaking such an offer and 
would advise us ot his reply. 

I e=lai ned to ''r. Blo.nd that because of 
the war and the heavy load of the tax program, and 
further, because of the reduction tile Appropriations 
Committee made in our an~opriation !or the particu­
lar project on which l'r. IH.nckle,- is e=!)lored, n do 
not !eel that it will be pos5ible !or ua to lend his 
aervicea wit hout reimburse,..nt. 
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BRITISH AIR COMMISSION 
17118 llotAMACHU~ AYitNU& 

WAIIHINilTON, D. C. 

' 

'Iii th the CO::Ip1imonts of' 8 r1 tiah Air vo..:rls£1on 

wi10 enclose State:cent tjo . 25 - ~irerfft ues?&tciled 

- for week ended Uarch17, 1942o 

The llon 0 Henry !torgenthau, Jr o 

5ecr ctery of the Treaoury 
T~{ &hin.;tor., D. C • 

..;&rch 19, 1942. 
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§!U'Y'U Kl• 2S 

AIIICJ\An spwqgp npt Dl 

WDP SDTII qmprg gg 

prsp ' 'Y' 11. 1W 

o. r. u.r. 

o.x:. 0.1:. 

CaDAda 

U.l. o.1. 

111dcllo Eut Port Su4a, 

Auotr&l.i& Melbourne 18 
u.x. u.K. 2 

111d.Uo l .. t Port Sudan 6 
0.1. u.x. 

.luo tr&l.1& ll&l.bourne 23 
CaDad& CaDad& 
0.1. u.r. 
111dcllo toet Port S\l4an 
111dcllo toot Port Sudo 
u.x. Can&do en route 

ll1dcllo Eut Port &adoD 10 

u.t. u.x:. 8 

O.Jt. U.K. 10 
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1 

2 

1 

10 

1 

12~ 

)7 
s 

21 
1 

• 'lboao ficurea rojlroooDt euMlat.i..., tDt&l.a ot rro~.pt <!ell.......S 
Lead JAaae J..lrc:rol't 'llldcb bl>ft not pronouol.T been incorporated. 

l'uturo lieto rlll ahow • ••klT dollv.ri&o iD tbo DCral -..mor. 

Brltioh llr Co-.iuion 
lllrcb 19th, 191,2. 
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In rop17 rotor to rr 
s)jo,51 J'rOitll Ort4Ho/5571 

!bt Soorot&r7 <4 Stato prootnh blo ca.pUach to tbt 

aonoralllt tbt Socrtt&r7 <4 tbt !re~ an4 tranaaito btr ... 

with a cop7 of tho paraphraoo of ttlocr• no. 11+87, 4ato4 

October 111, 19111, t r oa tho Aaor1oan .. llaao7 at IUo, concern-

1Dil tho ratuoal of tbt .&.r,ontino Central Jlllk to pq to a 

t b1r4 part7 an aollllt of $1,200,000, tho purobtoo pr1co of 

tho s.s. 01oTollorca reco1To4 liT J1nlan4 troa Llo74 Jrao1lo1ro. 

~bore 1o aloo enc1ooe4 a oop7 of telt&raa no. 670 4ate4 

Karch 3, 19112, trOIR tho Amor1ou .. 'baoo)' at :Uo, coneorninc 

"" 11lqu1f7 rooo1n4 t r ca Her&&~~ }!ollan4or, ltV York CH7, b7 

tho J&llk of :Brasil, ao to vbtthor or llat tho 19,000 eoatoo 

rotllltinc troa tho oalo of tbt alloT ... •tllt1ollt4 oblp C&ll 'bt 

uoo4 tor tho P011ltllt of corta!J> c,_o41Uoo tor oblpao\ to 

tho UD!to4 Statoo. 

Enoloourooa 

1. Oop7 of par"l))lraao of to1ocraa 
no. 11+87, October 111, 19111. 

2. Cop7 of tolocraa 11o. 670, 
Karch 3, 191!2. 
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P.t.I.APIDlUB m.mp IN 

Ji0111 Rio de J•e1ro 

DAII'Jil Ootobu 1~, 1941 

1!0 .1 1437 

ID1'onoaUon tr .. a reliable eovce bat o .. e to the 

iiob1111 tbat the 71m>ieh !ret«hhr OloTeborca, pruautl1 

at J(ontnideo, hu been bOU&ht by the Llotd Bra.1le1ro 

tor $1,200 ,000. ! h e yuoel will be paid tor 1Jl dDllaro, 

11Ureie , and .11'gent1De peooe. The J'1nD1eh M1Dioter at 

P.1o de Janeiro euggeoted that Pllli!Ont bo made to a third 

par ty but the .lrgentine Central Baok ratueod and deliyer,r 

11 hold up pending eett1ement ot t hh pol.Jlt. 

COPY llTillll 

125 
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ILP 1.1o 
fhit ttlo,sru wet be 
p~apbr .. ecl. botore boiac 
coamun1oa t o4 to &D¥ono 
other than a OoYornaontal 
-cono,y. (lilt) 

Dt.tecl. War® 3, 1942 

1\oo•cl. 10,55 p.a. 

Socretar,y ot State, 

&70, }tar® }, 6 p.a. 

Bank ot Brasil baa roco1Yocl. a tolocram troa B•raan 

Hollancl.or , !lev York Cit;r, inqu1r1DC wb.other tb.t 19,000 

oont ot rlllult1116 from tho aalo of tb.o J'1nnhh eh1p 

Oloyebor& to the Lloyd Brae1lo1ro (ay telocram 1487, 

October 14, 1941, } p.m.) can bo aa.cl. tor pa,yaent of 

b.icl.ee, ak1nt, 41amonde, cotton, tor eh1paont to tho Uni ted 

Statu. 

fbt tuncl.o aro on depoo1 t in t.be Bank of BrasU in tb.t 

DMo of t.bo J'innioh Le&ation b or e . ! ho Bank of BrasU will 

1ntcr:a Bollader that be auat cbtaiJI a lioanao troa tho 

1rt>itocl. Statu Oonfll!llent. fhe bank 1o not 1nhreohcl. in 

aocopU IIC tho pr opooal. 

oott orr 
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IUl 7• ~· .U tM attMM4 ~ •• Uil AMrt.a ...... , 

r _..,, AlMI 

'feWer tr•r..• 

.. 
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.................... 

.. .101 

--10 Doll MID IIAia P , lt'l· 

"*IHM 10 _." U_.. - 1 ... Jli -lt.'"ll IJ, 1,-_, 

•oau .A.IOOalll Oi' !WDIA IIUJGQW liiii:IIW 1:1 Ill 111111 

lbDI 01 ,....., IJ, lt'l, non-. 111 .a.tc u u - '"PM! 

~ oa om11• -111:.t D.&. a.-== ~ IDGI !II WB 

MD or ID .... ID 1"7 'I AOQW&I U mp• OJI'IOUW -

IJIIIID II !II EID IUDI • n='U" IJ, lt'l, All WOW =u ++ 
aa awpn, u•a Ita, 111 omoUI. .&10011111 o~ Mil •••• 

OlliOW.I IATIIII Dill V"'M'D ... _.A\ loiGIIII ill. 

!IIIIIIIID DC¥11••• .&.1 10 Jldl .... DIU.U- IAQ 

- · CMi+¥1 ll.t.!JOIW.Illll) tiD W !1111. Dll ill D !II'OIIID 

IIADI Ulll ,...." IJ, 19l!a, Jlt.J IIAII .. Uio urt.IWIGII to 

lUI tun .&IOOUril -Mm, 

OJ .liliOOCilfl Oi' .Qf I'IIIDiJ - J1Da A WCMD W41*i! AJIIa 

IIJfpe - )/lt/lla 
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TE I.£G RAJ.l Sl:.I<T 

lltlC 
This ttlcgrrum must bt 
pr r aphr nsed before bEing 
communicoted to onyont 
other than n Governmental 
rncncy . (BR ) 

,J!Et:B:.SSY , 

llnrch 19, 1942 

6 p .m. 

CHm;GKDIO (CHTiiA) VIJ.. li . R . 

191 

To Adler fr~ Fox. 

QUOTE . Your TF-21, Unrch 14. 

1.29 

Amtndr.1tnt to Gtntrcl License 42 issued F'tbrucry 

2:3 , 19~2 , unblocks t' ccounts of Chinese nctioncls 

rcs i(:! n~; in tl.E United Stntes of F'tbrurry 23, l9'l2, 

;•roddtd the r.cc ounts of such Chinese nct i oncls 

we re not t.locktd for r.ny rcr.son other thrn domicile , 

rtsidtnct , or citizenship in & blockEd country sincE 

the effective d: tt of thE order. The personr l recounts 

of Chinese officials who ~ aided in the United Stctcs 

on :' cbrurry a3, 1942 , t~rt now unblocked under General 

License 42 , thE officirl recounts of such Chinese 

otricic.ls hr.ving bEEn unblocked under Gtnt r r l 

Lic l nec 60 . 

There is no rt quirt me nt r s to dc:t t when rt eidtnct 

1'1Ust hr.vt bq;un . Chinese nrtionnls Ylho tckt up their 

rcsldtnct in 

Regraded Unclassified



-2- 1191., )olr.rch 19 , 6 p .m •. , to ChWl6king 

re s i dence 1n the United Stntta nfttr Ftbrurry 

23, 1942 , mr.y mf.kt speoir.l cppl1crt1ons to hnVE 

their nccounts unblocked. 

For your 1nformrtion Otntrc1 License 42 

requires the blocking of cccounta of r ny persons 

130 

who enter r blocked country r.fter Ftbrurry 23, 1942 . 

C:l!D ~UOl'E . 

FD: FL: B!UcB 

l.t:LI£8 
S.CTI !IG 
n'Ll 
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Dll 
This telegr~m must be 
prrpphr~sed before bring 
cor1111unicrted to r.nyone 
other th~n r Oovtrnment~l 
ngcncy . (llR) 

Scerttr ry of Stntt , 

Vir shington . 

96, Mnrcb 19, 5 p .m. 

131 

CiudN1 Trujillo 

Dr.tcd llrreh 19,1942 

Ree ' d "'1112 p,in , 

Loc~l /.xis personnel de prl'ttd todr.y for 

Nrw York on strr :nsbip IIY/.SS/. btrring ar fr conduct 

of this mission 1n rrsprct of t heir persons rnd 

b~ggrgr . The following 'ind1vidur la wrrc embrrktd: 

ltr rio Port~ , Itr.li r n Minister; Ethe l Portr. , wife 

ot: I t r.linn !Jinistcr; J.lberto Ville, t mployrr of 

Itnlir.n Ltgr.t i on; Lidir. Villn , wit:r of i.lbrrto 

Villr. ; P~.o1~ Hr.ric Villr. , d r.ught er of /.lbrrto 

Vi l l e ; Hr~s Ftlix Rohrcckt , Orrmr~ Minister; 

Ur sul n Rohrtckt , ~1ft of Otrmr~ Uinisttr; Bcrmr~ 

Br rkhnustn , Gtronn Consul; Nelly Br rkhcuscn, wift 

of Oel'lllcn Consul; Jonchim Bc.rkhnustn, son · of 

Otl'lllr n Consul; •. ugust Lrhnrrt , Consulr.r ercretrry 

c. t Otrmnn Ltgr tion; Krrl Wilke, scrvr.nt of Germr.n 

Lccr tion; Kr.rl Hertel , under thr protec tion of 

Otrmr.n Lrgction . 

Thr fol lowing sums rrc bring t r krn from thr 

Doci nicr.n Republic by thr pr rsona ind icr ttd under 

the ruthor1zrt1on of thr Foreign Office : German 

l!i nis tcr 

Regraded Unclassified
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-2- /196; blnrch 19, 5 p .m.tr om C1udnd Trujillo 

MinistEr ~2500 ; LEhnErt 0800 to ~1000; Bnrkbcusrn 

~1500 ; HErtEl $250, Itr.11nn M1n1ettr 05000; 

Vllln $1500 •. 

I. SIT ON 

KLP 

Regraded Unclassified
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EJ a.:. Ill 

Quito 

D::~ t£<1 lia rch lll • 1912 

Re o t el 10: 31 Jl . r.t. -Scc~::~ry of Sta t £, 

in shin~ton . 

216, 111n£tun th. 

FOR ft".ltRY :'ll!I T!:: Fl'IO~ GL •• SSER. 

I !lope ?ricd:Jnn u U l coo £ n o soon a s po~sibl£ o 

lir :i' ::~nily !.ruo t l£av£ b cf or£ :.pr il 1 5 but I shall 

c.l'lo. i t hi r! nnu r£::~:~ 1n in 0.u1to n a 101"1£: o. o i o advio::~bl£ 

to uaour rr FriEclr.!D.n a succ rrssful star t . 

LOHG 

JllL 

Regraded Unclassified
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..... 1,,1,_ ... ~ 
•• ' · leU 
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', .... ~· .. fall I •••• 

" ........... ~ JllllldtUte ..................... ... ~ ... n.,., ~L, _ ...,._. ..... ·••1-loeplla, 
.:-._, -•• .... _ tta p ......... W-~ - .......... I ,_ 

--·· ---· •• ,.. I I )fl9~ - · ' .. - • • 
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PAJIUDAR or ULIOIWI IIIRI'D 

FJIIIII Aatl'ieaa Celli~, Me•-, Vld.n If lo'l1et 
lol1111ht .RepaliUtl, 

DAfEI MaPib 11, 1141, 11 a,a, 

NO, I , •• 

'fht ftllowiq 11 ...... , ....... . 

fh• lbl,.ea' PlftPH4 '• la IQ' '•liar- ••· 'll 11 

btlnl! •At on 'be ltiiJ'& to4&7, 

TROMP lOll 
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TREASURY DEPARTMENT 1_36 

INTP.OI'I'1CIE COMMUNICATION 

ro Soorotarr ,llfr•nthau. 

,_ Mr. Dietrich 

CONFIDENTIAL 
Rtli otorod otorlinc tranoactlono of tho roportinc b&Dko wore ao tollovo : 

Sold to colllHrc:ieJ. concnno 
Purchaaed fro. co•aerclal concern• 

£44,000 
£16,000 

Opon sar~ot otorling rt=alned at 4,03-3/4, vith no reported tranoactlono. 

011 tha appearance of the Poot ottico ao a 1N)'or of Canadian dollaro, that =rt••1 conUnu.ed lto raco•e17, cloolng at a dhcount of 12-7/lfif. ao collp&l'Od 
wllh 1'ulod.q'o lov of 13-3/Sf.. It vao reported that tho Poot ottlce pu.rc:haood 
0 1 ..,.h oo 300,000 Canadian dollaro, and lt vao boUO'fod that thla vao in addition 
to tht 5(10,000 vhlch tho Poet Otflco '"" looki"' for laot Xcnda;r. 

Ia Wev York, cloelng quotation• for tho forolsn curroocloo llotod bolov 
wrt u tol lova: 

~rgent ino poao (!roo) 
Brazilian a l lroio (troo) 
Colombi an peoo 
Kn:i can pooo 
Urucuaran pooo (troo) 
Venezuelan boliTar 
Cuban pooo 

.2369 

. 0516 
·5775 
.2o64 
• 5295 
.2815 
3/lfif. pro11i1111 

lie ooU $1,347,000 111 &Old to tho B.I.S., vhlch yao earmarked in B.I.S . 
.., • .,.., ro. 2. Gold in thlo account 1o the p roperty of that bank. 

The Federal Rtool'ft - of Nov York roportod that t ho Bank ot llo:dco 
lhl~d $323,000 f .... .f<u:ico to tha Joderal t or ito account, for oeJ.o t o the llov 
York .l.nq Otfico. 

In London, opot and forward oil•or rom&lnod at 23-1/24, oqulyeJ.ont to 42.671• 

Tha Troaoury'o purchaoo prioo for toroifiO oilTor vao uncha"'od at 351· 
~ aod 8&1'11ac 1 o oottlomont price for foroisn oil.,.r vao eJ.eo =cbanpd at 
)5-1/S~. 

'to 1184o no purchaltoo of allTor todq. 
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OPIBL No· 92 

1, MU.IWX 

137 

Copy No, ll 
BRITISH MOST SECRET 

(U, S, Sl!XlRET) 

Information received up to 7 A,ll, , 19th llareh, 1942. 

l.I!IXA· 17th, Ene!Q' activity greatly reduced, Eno"')' columna 

noW ll'ithdrann from tha T1IDII area, 

aJII!&, Enelll)' parties Ql'e reported to have landed frao boats 

on 15th South of lo!ONYO and to have rd thdrarm 1a tor, 

2, AIR OPERATIO!§ 

MEPITER!!ANEAN, 17th/18th, Slt:lrdfish obtaiJ!ed one torpedo 

hit 011 a 21090-ton 118rohant vessel east of 'IRIPOLI. The vessel \1aS lett on 

tire, One ot our aircraft 1a lliss1ng, Another attack """ made on two escorted 

r.artb bcuOO vessels south of ~A, h larger one or about 7,9{'1) tone 

vas hit by one and possibly two torpedoes, 

A!§tRALIA, 16th, 14 enem,y ballblll'e attacked PORT DAR!IIN 

••rcdromo, About 100 billobe Tl8r8 dropped, oaua1ng considerable damage to 

buildings, 

; 
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Cow Ito, .l.l.. 
11\IT ISH 1106T SECRET 

(U,S, SECRET) 

Followinc b 'luppl .. ntarJ ,.,.._.. ot opt:r•t.tonal event• ooterinl the 

period 12th to 19th Warch, 1942, 

1, liA!'AL 
112e u1n Japanese Jl"lett ia presumed to be 1n home wator a, HM.rly all 

i u CNJ_eers an4 Uaht ora.tt have 'botn detached to other areu. Sevwi.l unite ot 

<bo Soutllorn neat appear to ha .. .,.turned to J APA!f and the remizxler are 1o the 

al&lJ1an Aro&, J. Naval to.rco ia oone.oll.d.ating tbe ..-arioue buee eetablbhed or 
• 

t.ol<en ovor in tho JAVA SEA """"• Tho onljr unit kno1111 t o be operat1ns 1n th<l 

FHILtPPTJ§ area il one FJ.ot1ll.a ot 4 Otatroyera, Tho operations 1n U OUINSA 

.... boiq UJT1ocl out by the 4th n .. t llhoae strength, with rel.ntorc-nta t'roa 

<bo ll&ln noot, uUut.ed to be 4 8-inch Cruiaara1 ~ 6-inoh CN1 ..... , 2 S. S 

Cruhera1 2 SeaplAne Carriers, 2 Airoratt Carriers, 8 Dutroyer s and 9 Sut.Grines. 

9u.t. ccnaiderabll duoae 1• reported to have been 1.n.tlicted on this Fl.Mt by 

JJ.I.Ial .ll.r<>ntt betvoen lUth and 20th llar<:h, 4 Cru1Mrl and ) Deotronr e are re­

porlocl tc h& .. bHn eunk but l.ndividu&l 1h1po have not bHn identllied, Folloorinc 

P,.ench Naval unite are believed to be in HADAGJ.SCARt Two A.rsed Merohant Cndsorzs, 

ooe Sl oop, o~ naval flllkor, 6 or 7 Sutaarinee. 

Sh1pp1"' looaea were oat.tn helvy ~ to w !.aril>t attacn 1n the 1leat 

.ltlact1c am WNt tndiea where thl M1Z1 ~boat concentnUoo waa loc.ated, out or 

22 lhipo atta<:ked, 20 nro 1o those looolltioa, Othor eu....,.ineo WeH opora~in8 

in tho Morth..Wostorn approache-s, ott ICEU.W am ott LIB!!RIA. Durins t.be week 

ord~ 1St.h, 8S? ahipe nro conv.,...S, durin8 Folruar7 ) 1848 ahipo Wl»'o oonvoyecl 

of 'lldeh ca17 s ..,.. eunk, 

laporte into OJIEAT IIIITAIN c!Urin8 - onoli.oc 14th a:oount.ed to )12, 000 

l.onl l11<ludillfl 1)21000 tona ot oU, 

li:LWal; 
I!J!:iUA, 1hl lb>NJ.an .ttcrt.o to deatroT tho encircled - toroeo 1o 

u-.. SU..~U RUSSA .,. .. oontJ.mJe. On -.ro' other aeoto:re the Ruaai.JM· an •:xart.ini 

~~t preaeuro under dittieult cond1tJ.ona, and loaMI art like-ly to havt beon .:rn­

d dorobJ.o on beth oidoa, Althoush territor i al gtJ.ne have boon neglll1hla, 1t 1o 

lJoJlQl'tant tll&t tho a.na.u. hove boon &i•oo lltUo roepito, 

l!!lf!!AI, There ha'N boon 1\artber l.ndicat ione ot the ·~ ot 

OOUt.oJ. dotencea and 1t H SU l.J.bl,y that troa t1ve to t.e.D DIW C-O&It-dtttnct 

bett&Uon& havo 1110Vod into tba country. Tbe main garr-bon a'till reMi.M at eight 

Dlvbiona, 
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mm:&• G\a' recent 1Wtecl off>na1ve 1n t.he Sltii1TIII .,... ... oarri«< 

c:a1. 
111 

otdcr to c:reato a 41vora1on ablle our aa1n toreoa wro wit.b4rawinc nort.b· 

.,do rna RA!OOO~. llcavy oasualt1os "'""' l.nt11ct.ed clur101 tbo oparat1on att.or 

.ntch our roro• m.thdrov to ita tOl'Mr positione •• pre-arrqod. 

~· The Japonoaa appear to be coaploUna tho oooupo.t1on or tho 

.mol• tolend, mllot 1n tho NEI7 cur:& area !.hoy aro oxt.ond1nc thoir opor ationo 

' · Am omutrot§ 
nsnzM fRONt, Our 'bca:.ler a could only o))6.ratl on tuo ni&hta when a 

toW. of 21.) t.cna of H.! , and &evtral tbou.sa.nd 1nce.n41&riea WON 4ropped_, Ka1ra 

~Ject1- .... ccLOGHB a.od KIEL. _,.,. act1vi!;r aaainat t.h1a COUDtrJ'- al1&ht 

1tJ! ..W, eonl'1no4 to coeotal. ~-tiona, llt.hou&h - tighter ucorto to da,y­

toobert •t 1tr1e mlllboro or anory tightora O'lor tho CALLIS a.od DIEPI'S .,..,.,, the 

GemM fi&htor to'rCt in Hortborn ?ranee aoollll!l to be boin& u .. d w1 t.h groat econo=;y. 

!lALlA• Tho Iola.od • • • heavily raided by a totol or at ]Goat SOO air­

~ratt, Aorodromoa uoro crntarod ard aovoral a1rcrtJ't on ttto ground woro dee­

b"Oj'Od Mel othore damaaod, Our· f18btor• woro hampor od by pGrtially unsorvicoablo 

ao.t"'drolllOt , Shipping amounting to o.bout 91000 tona wu 41DI8od by ou.r Naval Tor­

podo a.ircroart, 

L, Pill!J,CJS ll!IM P!!O'!lXj!W'HJC J.!iD IN11!LL!G!U91 R!!!'!J\1'5 OJ! !!l§!ILTS OF AIR A~ 

Y" rm mytm;Rx IN mma 
JIW!, Al~h tile loot attack on tho CI>Micol 'lorka - on 2Sth/29tb 

Doe-r, J>l'.otocrapbo takon o: 9th ll&rch ohov that tho plant 11 not yot t\lll:1 

acu" And nvtral cooling ~lOr• aro not opG"atlns. P1.ve 1•• holder• havo beea 

rtooved and nov pipe 111101 uo being eonstruotod, 

UllJ,. A largo do1.ot ohip was bit and oW1lc on Vt.h/2Sth FebruarY. 

~. Photograjoh& taken durina tbo attack on Mattard llorko ohoW 

tove-n htta Ol\ tho u1n building, one on a wbaidior)" buildine and tovr among 

P<rkod 10M'101, 

' 
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Su"t 41 : • \ ' . -----~ 

TREASURY DEPARTMENT 

INTIEit O~IE C0Mio4UNICAT10N 

S~cr~ t •ry Ko~~nth~u 

llr. ltnmn roll 

1.39 

~111t~ry Re~ort: The Unknown Br1t1eh Victory 

J , It only has becoNe olear lon~ ~tter the event,that 
tht r• ·•u• 1t or lloet ye&r' • Oeraan anrintt orren~ive agsinat 
,,1••1•11•' 11111t r"nlt wi t h the l!attl e ot Britllln aa '"' outatand­
lr.~ A l. l~d v\otory. 

c · Hi: l er haa admitted, and Churohill 1 a analysis ag~e' 
:a~: Art er t he OorN!ln victory over France, 11enaolng Russian 
;lll~•rr conc@nt rationa on OeraAny'e e&atern border tied down 
~ l!e~h l\' ~l y !!l~e portion ot the Oei'IUn 11ir toroe. The 
rr•ct l on or t he 101r roroe &vallable wae not etron!l enough 
:o o,·~ rwl1el:11 Brit 1sh resi~tanoe and 1t WAI defeated in the 
ottec<'t du ring the BAttle or BrHI\1n, Au~at- Septeeber, 1940. 

' · Hitler then hAd t wo oho1oea ' lert. 

A. To defe!lt England by thro~lng 1n all hie 
n&val reaouroee in ~n attempt t o smAsh 
her oom2unioation~: 

or B. 7o crush rapidly the Ruaei&n N1l1tAr y rorces, 
t o tree bla entire &,..Y and air roroe for 
sn i nvsaion of EnglAnd. 

- . : n the spring or l 9bl, Oerasny 10tteeet•d to c&rry out 
'?: •r. A • by using everything 8V81lable, 1nt'l·Jdin<r lOll the majol' 
~~1:' ~~ her n•TY· British sh1op1ng loe~os mounted, bat ~ith 
:~t A~tr1cAn decis1on to patrol the weetern Atl~ntio end the 
'l"ilr~ of the Bi smarck, Hitler clearl7 perceived "Pl•n A" h~d 
~A1l t j, The only hooe ror an eerly Gerean v1ctcr7 re~a1ned in 
' ?1•" ~ · . th~ i nvoa1on or Ruas1a. Thue the repulse or the 
~er;an shippin~ ortena1ve must be counted one or the greatest 
All~td •1ctor1ea or the w11r. 
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INTER OF"f"'CE COMMUNICATION 

DATa llarch 19 , 1942 

TO 
Secretary Morgenthau 

!!r. Kamarck · 

subject: Military Report : The Unknown British Victory 

By analyzing the information which has become available 
o~ly l ong after the event, it becomes evident t hat a year 
aso the Bri t ish won one of their grea t es t victories of the 
war - a vi c tory which ranks with the Ba t tle of Britain of 
Septe~ber , 1940, but which has gone almos t unrecognized. 
ThiS was the defeat of the Axla all-out offensive against 
the Br i t i sh sea-borne lines of supply in the spring of 
1941. The repulse of this Axis threat by t hree months 
of hard fighting was obscured by the day- to-day spectacular 
developmen ts of the invasion of YUgoslavia and Greece. Yet 
this British victory with American help was directly responsible 
in f orcing the Germans to invade Russia. It may well be 
that future historians will name thiS battle as the turning 
poin t of the war . 

The events leading up to the Axis offensive against 
shipping in the spring of 1941 are now fairly clear. After 
the fall of France in June, 1940, Hitler offered peace 
terms t o the British. In spite of the fact that the small 
British army had been practically stripped of weapons (there 
being , f or axample, less than 100 tanka left in England 
after Dunkerque), the British refused to make peace with 
Hitler. The Nazis then began to prepare in their thorough, 
methodi cal way, for an invasion of England, 

At t h is point, a distraction aroae. What happened 
can best be described in the words of Hitler when he 
reviewed Soviet-German relations on JUne 22, 1941, when 
his troops crossed the Russian frontier, · 

Hitler declared: 

"While our soldiers from May 10, 1940 on, had been 
breaking Franco- British power in the ·west, Russian 
military development on our ea~tern frontier waa 
being continued to a more and more menacing extent . 
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"Prom August, 1940, on, I, therefore, considered 
it to be in the interest or the Reich no longer 
to permit our eastern provinces, which moreover 
had already been laid waste so often, to remain 
unprotected in the face of this tremendous con­
centration of Bolshevik divisions. 

(Emphasis mine , A. M.K.) 

Churchill's analysis of the causes or the German invasion 
of Russ i a is similar . He said in his speech on June 22, 1941: 

~ere is) ••• one deeper motive behind his (Hitler's) 
outrage. He wishes to destroy the Russian power 
because he hopes that if he succeeds in this he 
will be able to bring back the main strength of his 
army and air force from the east and hurl it upon 
this island, which he knows he must conquer or 
suffer the penalty of his crimes. 

"His invasion of Russia is no more than a prelude 
t o an attempted invasion of the British I sles.• 

We can see now that what happened in the summer or 1940 
was tha t t he concentration of Russian troops and airplanes on 
the German eastern frontier pinned down a decisively large 
por tion of t he Derman army and air f or ce . Hi tler, nevertheless, 
attempted to smash the Royal Air Force as a preliminary to 
invasion, with the remaining available fraction of h is air 
force. During the Battle of Britain in August and September, 
1940, the Royal Air Force completely defeated this attempt . 

The Germans in the fal l and winter of 1940-41 were, 
therefore, confronted with two alternative plans which might 
win the war . With American airplanes flowing into England , 
even if in small numbers, and with the experience of the Battle 
of ~ritain behind him, the possibility of destroying the 
Bri tiah Air Porce w1 th a part of the German Air Foree could 
not be counted on. Hitler's choice then was between: 
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A. An attempt to defeat England by a pol!cy 
or blockade , using hie naval force& which 
were completely available for this purpose. 

or B. An attempt to destroy the Russian threat 
and then, as Churchill said, "bring back 
the main strength of his army and air 
force from the east and hurl it" upon 
England, 

Probably the decision was made to give "Plan A" a good 
tl')' and If it fa1led , to adopt "Plan B" . The defeat of "Plan A" 
by me British with American help in the spring of 1941 left 
the Germans no alternative but t o crush the Russian military 
forces wi th sudden surprise attack, if the Germans wished to 

./ brll\$ the war to an early end. 

AS 1S customary with German offensives, Hitler opened the 
offensive against British shipping with a speech on February 
24. 1941. He announced on that day: 

"Our fight on the sea can begin only just now. " 
"(The All1es) ... will know what has been going 
on. They will know shortly when our new types 
of submarines are going to be brought into the 
expanded warfare. They will find out in March 
and April what German- Italian submarine coopera­
tion will mean to them, " 

The Germans did give "Plan A" a thorough try . The offensive 
a~ainst shipping went all-out. Increased numbers of submarines 
preyed on convoys . Long-range bombers were sent out 1n attacks 
on shipping. The bulk of the German navy waa thrown into the 
battle. The two battle cruisers, Scharnhorst and Gneisenau, 
-ere sent out in lolarch. The Bismarck and a heavy cruiser, 
Prinz Eugen, were aent out in May . The only major unit of 
the Gennan navy not 1n action was the Tirpitz , which ""'Y not 
have been ready yet for operations. 

The German offensive did meet with some successes, but 
judged as a whole, it failed. Shipping loaaes increased 
sharply, but not enough to secure decisive results . Sinkings 
increased from 260 , 000 gross tons in January to ~80 ,000 in 
February , to ;;o,ooo in March , and reached the highest point 
of the war, 650 , 000 tons in April . Not all of the April l osses 
were due to the German shipping offensive, a large part 
resulting from the evacuation of Greece. In May, in spite of 

Regraded Unclassified



- 4 - 143 

the evacuation of Crete , losses fell to 520 , OOv tons; in June , 420 ,000 tons were lost and , wi th the Russian campaign !n full swing, ln July , losses fell to a negligible 1}0,000 
tone . 

The resources of the British were strained to the utmos t to meet the threat . 'lbe Scharnhorst and Gne isenau were hunted into Brest in March~ Churchill, then, we were informed, 'over the pr otests of the R. A.F., concentrated the entire bomber force of the i!.A . F . on Brest and successfully kept 
~e t~o commerce r aiders out of action. 

The United States helped, perhaps decisively . On March 11 , Lease- Lend became law, making complete l y available 
AD>erican shipbuilding resources to the British . On !.:arch }0, several hundred thousand tons of A.x!s and Danish shipping 
L~ob!lized !n American ports , were seized . And, on April ~0 , the Unit ed States took a step which the Nazis must have realized at once definitely doomed their offensive to failure: President Roosevelt announced that the American navy would patrol the aea in the Ameri can defense zones . An h .. ense burden was lifted off the Bri t!sh navy. It could give In-creased protection to shipping near England. At the same time , Axis submarines had to abandon the western Atlantic as scene of operati ons , or run the r isk of bringing the United States into the war- a risk Hitler was not willing , • s yet , to take because of his hopes of a.n early victorious tnd to the war . 

The German Hi gh Command claimed to have destroyed ove r 1,000 ,000 tone of shipping In April. If t his had actually happened, England would soon have been forced to her knees . That the Germans did not b elieve their own claims 1S evidenced by the fact that preparations to put in effect "Plan B" , the invasion of Russ ia, began to be made. On May 10 , Hess pal'a­chuted to earth in Scotland, undrubtedly bearing peace pro­posals designed to take England out ot' the war while Russia wu being finished off, '!be last big bombing raid on England occurred on Me,y 14 and , after that , the German A!r Force began to move towards the ·Eas t . '!llroughout May , we r eceived reports of the movement of Oerman t r oops to t he Russian frontier. In the third week of May , one l ast desperate attempt •as made against Bri tiah shipping: the pride of the German navy , the Bismarck , was sent out to attack commerce. The 
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alnk1n6 of the Bismarck on May 27 b) the Brl tish Navy 
must have finally convinced the Oermana that "Plan Ah 
had failed and that "Plan B", the invaelon of Russia, 
mutt be tried . Slx days later , on June 2 , Hitler met 
).:uuollni n t the Brenner Pass and undoubtedly informed 
him of the decision taken. On Jl.lne 22, Oerman t roops 
crossed the rlusslan fron tier, and "Plan 8 11 was given 
1ts trial. 
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UNITUI STATU Goi!DINMINT 

COORDINATOR OF INFORMATI 

March 19, 1942 

The Honorable Henry A. Morgenthau 

The Secretary of the Treasury 

Washington, D. C. 

Dear Henry: 

The following is a summary of 

the Weekly General Directive issued by 

the British Ministry of Polit'ical Warfare. 

Sincerely, 

William J. Do~ 
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The following is a summary of 

tho Weekly General Directive issued by 

the British Ministry of Political Warfare. 

Sincerely, 

\7illiam J . Do~ 
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(a) Avoid r eference to Japanese 

in Far East. 

(b) Avoid reference to Japanese threat to Madagascar. 

§tratsgy; 

(a) Russia: Due t o marked Russian progress , i n 

sevcrnl sec tors prooising situations seem to be developing. 

The cutting of the Leningrad-Novgorod railroad i ncreases 

tho threat to German positions south ot Moscow. The cap­

ture of Dorogobush by parachute troops and partisans pro­

vides an important point of origin for Russian advance 

south or Vyasma . Stress Russian counter offensive continues 

with i ncreased violence and that German counter a ttack has 

not been successful on any part of extensive front . I nqutre 

why GermAn communi ques made no reference to the plight or 

o l arge portion of the 16th Army cut off ond surrounded 

near Staraya Russo or why they failed to acknowledge 

Russian capture of elaborately fortifi ed stronghold of 

Yukhnov. 

(b) Far East . 

(l) Java. Japanese completed conquest of Java 

where allied forc es received no reinforcecents after a 

started. Lack of aircraft made it iapossibl e for inferior 

allied forces to rest or regr oup, ~.us has teni ng t he col­

lapse of organi zed mJ.Utery resis tance. 

(2) Timor. Imperial troops are s till waging 

bush warfare in the interior. 

~ 3) New Guinea. Salamon ond Lac now i n hands 

of the Japanese. The J apanese obj ective i s capture of 

Port ~oreaby and dominati on of Tor res Straits. 

(4) Burma. OUr forces are falling ba.ck slowly 

on Proce. The Japanese are also advancing northward to­

ward Toungoo. A Chinese division bas arrived Just north 

of Toung00 • Other imFortant Chinese units ar e 1n the vicinity 

of Uaymo and moving southwar d from Loshio . 

Regraded Unclassified



propaganda PolicY. 

We must not permit 

tha t we are discouraged by Japanese 

lost our grip on situation. Demand is for efficiency, 

equality of sacrifice and ruthless treatment or everyone 

who acts in a manner contrary to the public interest. We 

mus t convince Europe that we are as much a part of that 

continent as we felt ourselves to be i n the dark days of 

1940. Our influence on Europeans i s dependent upon the 

conviction we can inspire in t t cm that our thoughts are 

not overseas i n oceans and lands strange to their minds 

and needs. 
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M.ucB 1Z...l9, 1942 

CoordiDator of IDformatloll 

THE WAR TIDS WEEK 
Although milit.ary activity is by no mean.s.entirely laoklng, 

virtuAllY all fronl4 in the war hav!! entered a period of pause. 
With the fall of Jav&\ tile Japanese are consolidating their 
position in the Netherlands Indies, preparing to launch a 
frail offensive in tile Melanesian area. readying their foroea 

a final tat in Burma, and laying a course for the future 
among the great strategic alternatives which now raoe them. 
China is girding for defenae and hastening to knit more cloeely 
ber military relations with the United States. In Australia 
the Allies are rapidly preparing for the anticipated Japanese 
attack, and the gravity of the situation has been emphasized 
by the despatch thence from Bataan of General MacArthur. 
Finally, India awaits with anxious forebodings tile solution 
which Sir Stafford Cripps is bringing. 

Tho west, too, ia passing through a period or anxious 
~usc. Tho Moditerranean is literally a sea or rumor, with 
vigorous preparation continuing and early action predicted 
in one or more of at least three areas. Even the Russian 
front seems now to have been subst.antiaUy stabilized, and 
ncent Soviet "drives" appear to be little more than fencing 
for position before the threatened German counteMffenaive 
besins-

JllPfW- StraUgic AIUmalivea 
During the current pause, it appears particularly appropri­

ate to survey the crucis! strategic alternatives which Japan 
now faoca. Five principal areas invite her attack: Melanesia, 

1 

., 
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Bum1a, India, Australia, and e88tern Siberia (with the poe. 
sibility of an assault on Ala8kAn bases always Pteeenl). 
Japan lacks resources for simultaneous attack on all: her lllOel 
eerious timitations are in shipping and aircrah. 

Current evidence strongly points to quick and probably 
successful campaigns of limited liability in Melanesia and 
Burma, which are in a special category. They can be reduced 
simultaneously, probably quickly, at relatively low cost, and 
with decisive advantages for the Japanese. 

The Conqueat of M elanuia 
Melanesia (with the ~ntial complementary bases in 

northern Australia) would give Japan a strong defenaive 
shield for tbe Indies. Ita conquest would make possibt. 
interruption of American oooununioation lines to Auatralia. 
ll·lelanesia ia tbe essential ecroon and base for a possible 
11881lult on southeastern Australia. The nickel of New 
Caledonia is important for the Japanese war effort. 

Tho Japanese can make heavy aerial assaults on northern 
Australian bases: Port Darwin h88 already been seriously 
damaged. Landings wouJd probably be less difficult than 
corresponding operatioDS in Java. With northern Australian 
bases in hand, operatioDS in the northern islands of Melanesia 
would be safer than at present. These ialands could be taken 
in order, one by one. Short of New Caledonia the Japane~e 
would probably encounter no difficulties more serious than 
they have overcome to data. 

Current Japanese activity bears out the view that the 
Melanesian shield is their immediate objective. Port More.by 
baa been repeatedly bombed, a Japanese force is reported to 
be moving overland from Lao, and a direct attack on More.by 

I is believed imminent. h is estim.ated by military observers 
that Japanese forces in this area have been increased to two 

2 

. p r1 Darwin has also been heaviJy bombed again, 
diviS1008

• 
0

6
trategic islands off th e northern tip of Cape 

and tb(Te ht~ay and Born) have been a ttacked for the first 
York 

tillle. lh · tcreat of interrupting Allied supply lines, it is 
lo ible 

8 ~t the Japanese might attempt to extend the 
po&'SI • shield either to New Zealand or eastward to the 
~~m:::strategic centers at Suva, in the F\ji l~ds~ an~ 
~ uila Island in the Samoan group. A move m thiS di-

~on would 'keep Japanese operations relatively close to 
rec --• baaos in the MarshaU Islands. If succees­long-prepareu · h Free Fren b 
1 1 't would thrust the Allies back upon t e . c 
~~if Islands, or perhaps for~ o~ lines. t~ Aus~rallB. to 
skirt the southern Pacific in a gtgant1c senu~m:le, m w~ch 
coselhe ferrying of bombers would be impo881ble and asiling 
time to Australia would be nearly doubled. 

The Conquest of Burma 
Japac's objective in Burma ia to cut the la8t prac~icable 

lsnd route from India to China. That step would ISOlAte 
China from Anglo-American supply, except for the unde­
veloped possibilities of supply by air. Japan.hopes thu~ to 
win peace with China through the appeasers m C~ung~ng. 
Chins's armies now bold 500,000 Japanese troops m Chi?"• 
aed peace would release a large part of these for ~cllon 
el!ewbere. The increasing number of Americans eervmg on 
Chiang's staff, however, would hardly indicate ~at ~e 
Generalissimo himself envisages appeasement, even if Chma 

I is isolated. \ J~pac can send large reinforcemen~ into Burma, if needed. 
Military observers have already revised upward from two to 
six their estimate of the number of Japanese divisions operat­
ing in Bunna (with two air organizations of 800 planes each). 

3 
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Tbe Japan- are reported to have orpnioed eubetanlial . 
of a, •:F;ee Burma Army" (of d?ubtful value), and fifth co::: 
actiVIties and aebotage are wd to be hampering the BritJab 

Nempaper reports, however, suggest that the Britiah · 
now being steadily reinforced by Chinese troope equip: 
with lend-lease arms. The British have taken u~ poeitJ 
for the defense of Mandalay along a line which i.e roughl/

08 

extension of that already held by the Chinee&-Tharrawadd~ 
Toungoo.Southem Shan S~tes. Here a lull in the fighting 
probably repreeents a COil8lderable reorgani.&ation and rein­
foroement on both &idee. 

Indic. at a fitJd for tonqll«l 

l'_'<iia "'-ould be an easier oonquest than Australia. But 
IndJ& has much lees to offer the Japanese. India's reeourcea 
are not eeeential to Japan's war effort. India is a 1CII8 
attractive Allied base than Australia; hence Japan has lcat 
reason ~ deny it to the Allies. The conquest of India 
would d1aaipate Japan's limited resources, more needed elee­
where. Japa~'s extended lin~ of. communication might be 
cut by a~ Alhed counter-{)lfensJve m the Singapore area. If 
Japa~ wms the war, she can probably acquire India with 
relahve ease. For the present then India is probably to be 
viewed as an objective of secondary rank.' 
. The. Japanese ~· however, doubtless seek limited objec­

tives ~ the ln~ strategic area. Japanese submarines 
could mterfere aenoualy with shipping in the Bay of BenpJ 

1 :"'! jouroalislic diocuooion of Japan and Omn&D3 "meel.inc" iD 
lndaa ~ no~ ~ be ~m oeriollll,y. There io no oommuoiealiooo 
ayat.om JD lhe .,.. weo~ of lodia which would permit o•erlaod mo• .. 
ment. of • Otrrn~ t.ttny. As to a naval umeet.ing," tbe Ja.p&n• 
~uld o<~I.T riak any oolllidOHble pari of tboir capital4hip 8eei 
m the Ioduut Ooean u long aa the United Slat.ea Paeillo fleet ia 
in beinr. 

' 

s...r 
and are already operating out of Penang. An early attack 
on lbe Andaman Ialande i.e euggested both by their strategic 
wcation and by current activities of the Japanese. A.ir 
raids from Burma could be ueed to demoralise the civilian 
population and di.erupt tho economic lile of ~be congested 
industrial area in and near Calcutta. Even a naval coup, 
aimed to seize aflll hold Ceylon, is by no means beyond the 
realm of possibihey. 

Aoutrclia and Sibm4 
Both AustraliA and Siberia appear to be alternatives 

distinctly more atttactive to Japan than India. Australia 
&t the moment i.e the most important Allied base in the Far 
East. Australia could be U8ed aa a base for the eventual 
reconquest of the Far East. Japanese interests demand the 
destruction of thia base before it becomes stronger. 

Despite the great diatanoos to southeastern Australia and 
Japan's limitations in shipping and aircraft (see TM War 
This Week, March 5-12, pp. 5-7), it is believed very likely 
that the Japanese will launch an offensive against the main 
defenses of Australia in the near fu~ure. It would be unsafe, 
however, to attribute too great rigidity to Japanese plans. 
II is perfectly possible that Japan's own military leaders have 
yet to make their final strategic choioe. Even if that cboioe 
is Australia, the diaoovery of unexpectedly heavy Allied 
reinfornements on that oontinent or the incurring of e:xoeption· 
ally heavy loeses during the oonquest of Melanesia might 
lrell prove an effective deterrent. It is obvious that the 
Japanese cannot alford a aeries of such devastating loeses aa 
these recently visited on them at Salamaua and Lae by 
American and Australian air forces. 
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The A!Ulroliam Aakfor MacArthur 

The eeriousneea of tbe Japaneee threat is empbaaiJed 
the despateh to Australia of General Douglas MacArt by 
the requeet of the Australians themselves. General b~= 
Arthur is to assume eoll1llUIIId of tho land sea and · r 
of the United Nations in the southweste:n p~cifi~ au-d~rces 
mak 

" , h .. ted an ISio e preparauona oor t e antimpa Battle of Australia. 
At ~be ~e time Prime Minister Curtin has announced 

~a11t baa Mmlllthister of ExternAl ~airs, Mr. Herbert v. Evatt 
~ come ~ C?untry to discuss t he conduct of the w~ 
With ~er1~ offimals. Close observers of Australian polities 
descnbe Minist~ Evatt as one of the brainiest men in the 
Labor Party an~ also one of the moet ambitioU& He is an 
~~ent of an mdependent foreign policy for Australia and 
~ believed to be responsible for the strong and independent 
line Australia has taken recently in foreign affairs. 

The Sibtrian Altemali~~e 
The fifth Japanese choice is an attack on eastern Siberia 

!lumor_s have been rife that such an attack would be launched 
~ Apnl.. And it is to be noted that Tokyo Radio, abandon­
mg prev1ous lactice of avoiding broadcasta directly ofrensi e 
to tbe !l<'viet Union, is now frankly disseminating an~­
B?Ishev•st propagenda. The Tokyo " line" is almost identical 
With that of Rome and Berlin. 

At p~t the Russian Army is the bulwark of the Allied 
cause 10 tbe Eastern Hemisphere. U the (krmans and 
~apaneee. ~ destroy it, they can win tbe war there. Tbst 
Ill the prmc1pal argument for a Japanese attack on Siberia. 
't:ter such a defeat, Allied forces could not afford to leave 
t em.selvea exposed in Australia: the Japaneee oculd then 
conquer Australia at a much lower coet than now. 
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There are other rea&OIIII of considerable weight favoring an 
earlY attack on Siberia. The tDA.moum R U!ISian confusion 
would result from a Japanese attack coordinatA!od with a 
Naai offensive in the west. Russia would probably be fo~ 
1o eend large reinforcements to the east, and might very well 
ccllapee under tbe strain of a two-front war. The Japanese 
ere drunk with success and may strike out of sheer confidence. 
The K"'811lUDg Army may take tbe bit in its teeth and attack 
at any time-it has been known to do eo in the past. Weather 
conditione also heavily favor a Japanese attack in early 
spring (see Appendix 1). 

Japan enjoys other general advantages for a Siberian cam­
paign. It would tax her shipping only very moderately. 
She already has large stores in MAnchuria. Much of ber air 
force could operate against Russia offensively, while ba.sed in 
Japan proper and hence in a position to defend the homeland. 
Although Russian and Japanese forces on the Siberian fron­
tier are reported to be about equal now, the Japanese have 
large .-.vee quickly available in North China and in Japan 
itself. 

And yet, despite all the advantages of an early attack, 
it seems very likely that the Japanese will wait. On the one 
hand, a simultaneous attack on Australia and Siberia would 
pW:e a very severe strain on Japanese ~hove all 
on her air power. On the other band, the Japanese will reap 
important advantages from waiting until the European scene 
is clarified. If the Germans push the Soviets toward defeat 
this summer, the Japanese could then attack a weakened 
Rm1sia and probably free themselves once and for all from 
this potential menace. Even if the Rw..Uan• show signs of 
being successful in Europe, Japan might still (and should 
logically) attack before this enhanced Russian power mate­
rialioea in an assault on the Japanese. 

7 
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Chineee determinAtion to maintain the B"-- l'f I ' 
bee . . ~·- ' e me baa 

n apparent m a senes of conferences between Cb' 
Kai-ehek and other members of the Allied high J&ng 
On March 3, the Generalissimo Oew from Kunming~m:~· 
for a secret meeting with General Wavell Th r 0 

. Chin ' Ma~ 
seemg . . ese commandere in Burma, he returr:cd to 
Chungkmg, where be conferred with hia new chief r ta« 
Ge?eral Stillwell. The latter, in the pht8880logy 

0 c' tb' 
Chmeee presa report, "received Chairman Ch•·-g' 

0 
e 

d" · .~ B -· a com. man to mapect u•e urma Road area and immed' tel 
left for Burma by air. ' I& Y 

./ Somewhat earli~, the G_en~issimo and Madame Chiang 
had expressed tbe1r appreciatiOn for AmeriC!&O help by gj · 
a banquet ror the AVO. Madame Chiang, 81 bono:: 
commander of the A VG, struck the keynote of the even' 
when. she d~lared, "I want you to leave on my peopl:: 
true unpi'CISion of ":hat Americans reaUy are. . . Perba 
I should be; very polite and say, 'Boys, you aro just grand~ 
J Meanwht!O. ~hungking military spokesmen warn that t11:0 

Cahpak~eso Fudlvki~IOilll are massed in Formosa to invade tho 
e lang- ' len coast Some Chinese o ... • ' throo- d , . . ""ervers •Oreseo a 

, way nvo from Canton, Hankow, and Formoea to 
bnng under control the highland area .withiD the aoutb Ch' 
:nllll~m whieh_the Chinese have long hoped to use Am: 
island& bets ag&ll18t Japanese shipping and the Japaneee 

TM Japall/# &pmf'MIIl With Germ Warfart 

at~~:.~:~~ a~ow charged b! local Chinese authorities 
warfa tn n? · ern Hunan With experimenting in germ 
pac~ ~~~g to :his c~e, Japanese aviators dropped 

nmg eas infected with bubonic plague 

8 

e... 
badJli over the city. Altbouch the NtM YDrk Timu edi* 
ially ridiculee this story, it cannot eo easily be thrown out of 
~urt according to a close obeerver of the Chineee acene. 
Dr Robert Lim of the Chinese Red Cross Oew to Ch'ang-te 
and conducted autopsiea confirming the presence of plague. 
"U is my belief," he stated to the press, "that the Japanese 
thus far have been experimenting in China and it is my firm 
conviction that Japan is planning larglHIC&le bacteriological 
nrfare ... eepeciaUy when things start going wrong for 

her/' 
These who know Dr. Lim will treat this opinion with 

respect, our observer continues. Hia father, Dr. Lim Boon­
Keng, was a leading figure in the Chinese community of 
Singapore, and Robert Lim was educated at Edinburgh and 
became professor of physiology at the Peking Union Medical 
CoUege. Since 1937 be baa been the outetanding figure in the 
care of the Chinese wounded. 

Til£ B~ne Bro1Mr4 and 1M Indian Prookm 
On the Indian front the outcome of Sir Stafford Cripps' 

mission was impatiently awaited and attention meanwhile 
we$ focussed on the eccentric aotivitiea of the Bose brothers. 
The two brothere-Subhaa, now in Germany, and Sarat, in 
Trichinopoly jail- aro lead01'8 of the ~ed "forward 
bloc," violently anti-British, and, in the case of Subhaa, at 
least, definitely pro-Axis. The American press sta em 1 the 
menace tbey repreeented aa potential fifth columo chiefs, 
especially in the area about Calcutta where Subbaa wa.a 
formerly mayor. 

Moderate obeervere point out, however, that wi.th ita leaders 
in jail the movement ba.a little inOuence. Nor was there 
anything apecific to prove that the Axia bad subsidUed the 
&ses. Furthermore, the effect of Axia radio propaganda, 
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euch aa Subbaa' recent broadcast from a station ,_ Berlin 
~ impoeeible tojudp. In the event of an invaaion of~ 
Bengal-long a center of dieall'ection and disturbance-it · 
poeeible that the Japanese could stimulato fifth column acti: 
ity in that region. Such actions would apparent~y be 8 reflection of frustrated nationalist ambitions, however rather 
than efforts specifioally to aid Japan. ' 

Meanwhile, Mohandaa Gandhi, after calling on Britain 
to confess that her imperialism "baa been the greatest crime 
against India," presided over a meeting of the Congn. 
Party Working Committee. As elsewhere in India, tbe doJDi. 
nant note on this occasion seemed to be aruclety as to tl:te 
exact content of the plan Sir Stafford Cripps is bringing. 
As a clue to Cripps' proposals, there may bo considerable 
significance in the Viceroy's stat~ment of his confidence tl:tat 
the princes of India would "not hesitate to forego p~ 
rogatives and privileges . . . should they in any way im­
pede India's war effort." 

/UvWing Fears of M~'s Fldure 
While Vichy continues to assure official Washington that 

it has no intention of yielding control of Madagascar to the 
Japanese, anxiety over the fate of t~ strategic outpost of 
the Indian Ocean area baa by no means diaappeared. Reeent 
reports of Ger an and Japanese in.6Jtration have merely 
heightened the concern expressed some weeb ago by General 
Smuts (see TM IVar This Wtek, Jan. 22-29, p. 14; also Jan. 
29-Feb. 5, pp. 9-10). 

If Madagascar were to fall under the control of the Axis, 
giv~g the enemy a foothold at both ends of the Indian Ocean, 
the mterests of the United Nations would be very gravely 
menaced. Hostile submarines operating out of l\fsdagascar'a 
two d?aen harbo~, and bombing planes using tbe half a 
doaen 11Dproved airfields, could menace Allied &hipping to the 
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fiddle and Far Ea.st.. Practically all the men and euppliee 
~ . to Egypt Eritrea, and Turkey, to the Caucasua and the 
gou>~ an !root i.o India, Burma and to China paaa within two 
~tbroo hun~ miles of ~~ one thouaand mile long ~d. 

M reover a considerable part of south and eaat Afnoa 
. ul~ for the first time be brought within bombing range of 
~ fields. And the broadeasting f&()ilities of "Radio­
Tananarive" would stand ready for a psychologieal offensive 
against the African Continent. 

Vichy'• Reaction to British PruiiUre 
Tho British have long been pressing Madagascar to repu­

diAte the P6t-!\in regime, but a blockade instituted in tho early 
autumn of 1940 seems merely to have forced t~e country to 
fall back on its own resources. Madapscar LS more than 
self..sufliciont in foodstuffs; six or seven months ago there 
-.-ere no aerioua shortages except in gasoline, most of which is 
obtained from tlte United States. Eoonomic stringencies are 
bound to develop, however, since more than 80 per eeot of 
Mt\dag(LS()ar's normal foreign trade is carried on. "'!th Fran.ce, 
although tho Allies could probably excel the Axis 10 restonng 
the island's economic life. 

A Free French or Allied occupation, such as baa been 
rumored, might not be difficult, even though Vichy is repo~ 
rushing reinforeementa from DakAr. The Malagasy natives 
probably would be rather sympathetic than otb~, .a?d 
the small English, Hindu, Chinese and Greek. nuno':'ttes 
would doubtloes welcome it. Inertia and eeono101C COD81der­
ations have hitherto kept the 25,000 French residents. loyal 
to Vichy, but there is thought to be latent pro-Ally scntliDent 
both in the population at large and even among army officers. 
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TM FuU!rer &.Mw• 1M War 

Hitler's Zeuglul!J4 addreee, while it atreseed the barcWu 
auJI'ered in the Russian winter, was scar(le!y an admisaio pe 

German defeat. FundamentaUy, it was simply a reite 0
• of 

or the old claim tbat the Naaie would defeat the Sovie:= 
IUJlllller. Ita note of restrained gloom, while UDilXJleeted 
perba~ from the ~ebrer himsel!, foUowed the perty lio 
eatabliabed by Goebbels this winter. Coupled with vo: 
Papen'a reP?rted statement that Germany must take the 
Caucasus ~1$ year ~r l_ose _the wa_r, it would appear to indi­
cate a ~wmg _convtctl?n 1~ Naz1 official circles that unless 
the ~ar ~won'!' 1942, 1t WJU drag out into a long and bitter 

./ conflic~, m which Germany will be increasingly 0 •L 

defensive. n "'e 

Certain hi&!'IY·Plaood American military observers believe 
that the Russian advanoe baa now come to a standstiiJ And 
aside from a renewal of snowy weather on the oentrai front 
the . week' a '.'ews baa again boen inaubetantial. While tb~ 
Soviets predicted the faU or Kharkov' the Germans claimed 
tha~ they ~ad repulsed Rusaian attacks on the Crimean 
penmsula With heavy !oases, particularly in the Kerch area. 
Angi<>-R118rian Cmisr 

Dis~.tc?es from London indicated, moreover, something 
of a C11818 m Anglo-Russian relations. British official circles 
em~ by Stalin's elaim for eventual annexation of tb~ 
Baltic states, .,..ere reported to fear a separate Ru.sso-Oerman 
pea~.. And the Russian leader was aaid to be equally 
~PICIOua of the intentions of Britain's ruling classe&-par­
~cularly of their attitude toward Communism after the war 
18 over. 

In contrast to the fears of Britain's ruling classes comes 
a report from a very reliable observer in London that Russia 
now. appears !-<' eclipse in popularity aU the other Uni~ 
Nations. This report, while admitting the difficulty of 
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ying British opinion after a relatively short stay in 
:"glAnd, stresses the declining morale of tho British oonae­
uent 00 the removal-for t.be present, at least-or the 
~nt danger of heavy Nasi air raida. The average llliiil 
feels that be· baa little or nothing to fight for, t.be repon 

tinuea. He is by no means sure that the war eft'ort will 
~uos a be~r world, and he does not anticipate any great 
ebAnge in the'"J)06t-War aooial order that would unsaddle the 
elements that now dominate the country. 

Gemuln Gaina Through Occupatitm of Sotliet Territcrv 
The occupation or Soviet territory has brought to Germany 

economic gains or eome current value and largo potential 
importance. A study prepared in the Coordinator's office 
iDditates that areas in Rusaia occupied by the N asia and their 
Allies in the middle or February oontained before t.be war a 
population of about 73 millions, perhape now reduced by 10 
to 20 per cent through flight, war losses, ete. The area under 
cultivation would normally be about 51 million hectares, but 
the yield in 1942 may be one third or more below that of re­
cent years. 

The annual peace-time output, estimated at II! million 
metric tons or coal, one million tons or manganeee ore, and 
abaut 16 million tons of iron ore, has without doubt auJI'ered 
eensiderable reduction. The limited peace-time production 
of petroleum (about 500,000 metric tons) was probably 
affec~ only moderately by war oondition11. But the pr&­
war production of pig iron (3.5 million tons), steel ingots 
(3.4 million tons), and rolled steel {1.9 million toM), bas been 
considerably reduced. 

Mucb more heavily hit, apparently, were the peae&­
~ime production or olootric power (about 2,900,000 kilowatts), 
aluminum (32,000 tons), and machinery and metal products. 
Finally, in the 34-tbouaand.OOd kilometers or railways in 
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the conquered area, the initial reduction in perfonnao 
call8ed by war conditions waa probably more conside:rab: 
tha": in any o~er branch of Ruasian economy-with the 
poesible exoeption of annament factories. On the other 
band, rail":ay ~rt baa probably profited more than &111 
other RU!I!I&II induatry by German repair and reconstruction. 

The report warns, however, that such tentative conclusioo, 
are often no~g more precise than "informed gu_, .. 
Nor can one tgnore the effects on actual production of euch 
faol?"' aa the. defects. ~f the tr~":eport system, the heavy 
stram of contmued milttary aottvtty, the disappearance of 
skilled lAborers, technieiane, and Soviet administrato11 and 
the general hostility of the population. ' 

In Soviet aoeiety, however, there are two clemente of eome 
•!.e ~which the Oe~ might perhape appeal for coopera­
tton lJI the oonstructton of their New Order-thoee petaaDII 
who would still prefer individual farming to the collective 
syatem, and those members of national minorities who hope 
for seperatton from the Soviet Union. To date the Nazis 
have fumbled badly in tbe handling of both. They have not 
made even a pretense of setting up an autonomous Esthonia 
Latvia, Lithuania, White R~in, or Ukraine. And they ~ 
apparently afraid either to maintain the eoUective syatcm of 
~c~ture in full vigor or to abolish it outright. In this 
""!"lion, the Nazis have been in the paradoxical position of 
trymg to tnai!;'tain an agricultural system which they ha'-e 
conde~, ·..,th the help of certain anti-eoUectivist peesanll 
whose deSll'llS they have boen unable fully to satisfy. 

In summary, the Germans have made efforts to restore and 
effectively utilize their conquests- notably the transportation 
eyatern of the occupied area- but their gains belong largely to 
the future. The Gennan pl'088 abounds in articles on tho 
wealth of the Ukraine, but wisely aasigns to some later date 
the benefite to be realized. 

Altittk"" RtUii4's Cltil/ SupplJI Liner 
Th escape of the battleship Tirpil• from Britisb torpedo 
~ off Narvik and the c\()fllll'e of all Norwegian ports 

bolll the North Cape to Aalesun~ may preff:OO a .ae~ 
from to cut the ))en Allied supply lines to Ruasia by iaollltiDg 
:nnortbem porta. But the mining by the _Nuis of Nor-

• waters could equally well represent IWIIply German 
~I f an AUied effort to open a second front in. this area. 
earo h · fN • · Continued reporte of the strengt enmg o orwegum gam-
eons would bear out this latter concluaion. 

The Swedish Ministry of Foreign AJJaire baa meantime 
bee at pains to point out that the confiscation of ~~?vera\ 
ne~~pepers for printing atroci~ stories about the NaziS waa 
· 1 a routine procedure which the government has also 
:Ji~ to the publication of similar items about the Red 
army. And the Swedi!h pN!SS has found the current rumor 
'""-e about a poellible invasion by the Oermana e:rtremely 
irriiatiog; Sweden, it implies, would prefer to renwn out of 

the spotlight. 

TheM tditmanean Timetable 
Once again this week the Libyan front romaine<! qui~t­

But with Rome claiming that Italian torpedo-carrymg ,atr­

craft had hit three British cruisers in the eastern Medater­
ranean and with the Anoeriean pN!SS darkly hinting that 
BriU.U: had lost control of the central Mediterranean, the 
outlook for the coming weeb is seareely ~~g. Bet:vy 
air attacks still mined on Malta, whose aituehon IS beoommg 
increasingly difficult. Axis convoys continued to a....We at 
Tripoli, and reinforcements were being steadily forwarded to 
Rommel. A highly-placed European observer warned that 
Rommel would attack in force by March 20, and despatches 
from Cairo indicated that military circles there felt that the 
weeks between March 20 and the middle of April would be 

extremely critical. 
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For Turkey and Syria the period of alert would 
be eomewhat later. Last summer the British P~b&bly 
French did not strike in Syria until the hot dsysan 1 J F'rtt 
Turkey is already being visited by a frosb war 

0
,0 une. 

Reports from Ankara indicated that large Gennann~ 
rep~t«! there or in utanbul have receDtly declined lo 

make e1ther purchases or enlce in Turkey. German Amb 
endor Von Papcn, it was_ ~id, had_ been recalled to ae,:, 
but 80 far haa been unwilling to riak the journey. It was 

11!ported that he had expressed bimaelf as convinced tba 
Germany would 106e the war if she could not reach the Oau~ 
cas~s before next wmter. Conferences at Sofia between 
m1btary and naval chiefs of Axis and Balkan nations 
gested a possible offensive in 80utheastern Europe. Sllg· 

~bservers stressed the fact that, in the event of an Altsek 

Axis landings could easily outflank Ti'rkisb defender$ oi 
Thraoo and the _Straits. . Some felt that the Nazis would 
laun~b such a drive only if a previous offensive in aoutbem 
RUSSIA were ~rogressing ~tisfll<)torily. Others predicted 
that, after forcmg the Stra1ts, Axis naval units would try to 
auack Soviet defellS<lS in the rear and directly thrcaoon 
Bat~, ehief Cnucasi~ oil port. Weather conditions might 
pemut such an offensiVe by April. 

There appeared to be increasing doubt however as to 
whether_ Turkey would actively resist a N ~zi effort ~ force 

th~ S~r&ts. Symptomatic of a less favorable attitude toward 
Bn.tain was the report that Sir Stafford Cripps' recent deola· 
ration on Russian frontiers bad caused high Turkish fficials 
to IUS t B .,_,_, · · 0 

. pee """"' s mtentlons toward their own country. 
Sun_ultancously, other rumors suggested that attacks on 
Syna and Southern Ruasia would simply by-pus Turkey 
north and south. 
Wi~ the apparent intention of crippUng a major base for 

an A:os attack On Asia Minor, British naval and air forte~~ 
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bombed and shelled the I laJ!An ialand of Rbodee. . And 

8 
·Usb diplomatic reprceentat1vee seemed to be making a 

:bstsntial effort to conoiliaoo Arab public opinion. 

TM United Nali11M and tilt Arab.t 
~ports indicate that at a pe~iod when tho .~ ma~ be 

P"'paring a drive through the M1ddle East, BnUsb relations 
with the Arab-speaking populations of that area have im· 
proved eomewhat. One observer bas even maint&ned that 
the British are prepared to grant eventual Arab indcpend· 
emle- with the sole roecrvation of certain strategic rights in 

por1a and railways, .. 
This altitude on the part of the Bntisb bas already borne 

certain fruit4. ln Egypt Premier Nabae-a nationalist in 
so far ae the peculiar lnck of principles in Egyptian politics 

gives MY meaning to. the tenn-~aa e~ted ~~~~~ the bee~ 
poliey for his country IS to keep f&th wttb Bnl&in. Saudi 
Arabia is friendly-although British hopes of bringing that 
country into the war appear to have been blighted. Certain 
British officials consider a declaration of war by Iraq probable. 
And in Syria and the Lebanon many of the nationalist4 seem 

lobe actually pro-British. 
This latter sentiment appears to rellect primarily tbe tenao­

ily of tho Free French in maintaining their prerogativee 
under tho mandste. While the natives maintain that the 
September and November proclamations of the de Gaulliste 
ba'-e terminated this regime, General Oatroux eeems to think 
of the mandate as fonnally continuing until it shall be ended 
by the League of Nations. Such legalistic squabbles, bow­
ever, appear to be on)y a facade for Oatroux's distrust of 
nationalist leaders and for Syrian dissatisfaction with en· 
treoched French officiAls, whom they oonsider diahon~ and 

inefficient. Admittedly nationaliat unrest is playing into the 
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handl of Axi8 propagandists. But the relationa of natlo~ 
leaders with pro-Ally figures in Egypt and Saudi Arabia 
would appear to indicate that the General may be llliaWcen u 
to their intentions. Meantime, however, it ia reported that 
Catroux will aoon proclaim a state of siege in the Levant 
stat~. 

A more formidable obstacle to any British plans for Near 
Eaatem sclr-government is Arab hostility to the Jew

8 
in 

Palestine-whom they feel the British favor, neglecting, for 
example, to search Jewish houses for concealed arms. Some 
Arabs eoom to believe that Jewish elements are aiming 14 
draw them into a fight, so as to enlist world sympathy for 
thenwlves as champions of the Unit«! Nations in conflict 
with "pro-Axis'' Arabs. 

Brotil M~ Neanr to 1M TVar 
Of all the sinkings of Brazilian shipe by Axis submarines, 

the Bruilians have most resented the losa of the Buorque, 
which was not on its way northward with raw materials of 
military importance, but instead was sailing southward loadod 
with coal. Riots in Rio de Janeiro resulted in the sacking of 
soveral Gorman stores and in the burning of books W.ken 
from a German bookshop. 
Sin~ Brazilian public opinion is carefully shielded by 

censorship from foreign news which might cause a violent 
reaction of any kind and since the Brazilian police maintain 
a very strict watch over public disorders of aU kindl, the 
spontaneity of the Rio riots may be questioned. Very slig~t 
priming, it ia thought, v.-ould be sufficient to start a public 
demonstration against the Axis. In this particular case the 
police were conBpicuously slow in making their appearance on 
the aoone. 

Speculation continues, meanwhile, regarding tJ1e iouninenoe 
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. . eclaration of war. Brasil's reluctance to 
of a Br&Jilian d be owing to the discovery that the ~ 
baBten into war may to undertake effective military act10n. 
is far frcm pre~~e ed to have failed utterly to put the 
General Dutr~ 18 ,!Cfl/l for war. Instead of having eome 
&rtDod forces ~ ~~ Dutra olaim.e, it is thought that the 
350,~ reser~LS 'anized that no reservists ~~ aU could ~ 
armY ts so diEqso~ ent a'·· is not in con.ditJon for usc m 

ob"'·ed wpm ' ""'• · · tate "' ..,. . . tions are lacking. This senoWI s 
the field, !'"d muru 1 which i.s overwhelmingly favorable 
of affairs, ~ a counU ~ States i.s said to be causing P~-
to action "'tb the m '. 
dent Vargas and others much &nXICty. 

u Am Sink& a Ship of Neuiral Chiu . . 
~ Tb -'·"'"~ by an Axis submarine of the Chilean freighcedter 

e..........., . Frida March 13 has produ 
TDIUn off New Jersey last . Y~ · '-•·- Since 

hil t 80 much mdignation as ''"'""· 
among C nleans notes ships on the Atlantic, but faces Japan 
Chile not o. Y opem • ediate isaue i.s whether thia single 
in the Pacific, the unmAx. I' toward Chilean shipping. 
sinking represents the 18 po ICY inion that the 1088 
Mr. Sumner Welles hM expres:sOO the ~P tion to eink sbipe 
of the Tolttn is evidence of Axts detcl'llUllB. t th maintain 
of all American Repu~liC8, wh.ether or no ~i:; do. The 
relations with the Axis as Chile ~d~ ts to the fact 
Chilean government, on the other ' pom. t th orders 
that the Tollcl (sailing at night, ~ be ~=k oJy after 
of the captsin of the Port of Baltunore) U . ted Statee 
she had been interoepted and oo~ded b~ a 01 rted that 
naval patrol to extinguish her hgbts. It ~ ::~derstand 
Germany had given the Chilean ~vemmen t be sunk. 
that Chilean ships asiling with lights woul~ no obe any 
Chile, in any case, bas now f~rbidden its ~:~ itl'shipa 
maritime authority except Chilean, and has 
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to proceed lighted and identified Thia indi 
United St.a~ naval policy baa· been su lreot ~ « 
req_ueet that the United States furnish a 8JP ::entad by a 
Chilo tho cargo which awaited the Tol~ iN lranaport to 

&cause of the questions of lighte an; 00: ~ork. 
!"ands, tho To/ten affair is not clear-cut It . ct~ng com. 
JUdge, therefore, whether this sinking will mak 

18 
dif!icult to 

or I~ reluctant to break relations with the Axise C~ile more 
mumst deputy and the Communist · ne Com. 
publicly demanded a break. But tr"'Y neWllpaper have 
m . . t f h 8 government Md a1_on Y ~ t e press have sought to calm th bli ~ 
an mveet•gation can be made. e pu c until 

APPENDIX I 

WEATHER AS A FACTOR IN A JAPANESE 
A'ITACK ON smERIA 

... ... . ___ ....... .......... 
rn::,. ..... 

"' -- ...... ,u - . 
From the standpoint of terrain and weather alone, the next 

30 daya are the moet favorable of the year for a Japaneae 
attack on tbe Soviet military centers at Khabarovak and 
BlagoVl!Sbchensk in eastern Siberia, aeeording to a memo­
randum prepared by the Geognt.phio Division of the Office of 
the Coordinator. M. the map above shows, moe\ of the 
Mancburian-Siberia.n border is protected by riven~ and broad 
Rood-plain areaa which at present are ice-oovered and eaaily 
traversed, Aaide from Vladivostok (an exceedingly vulner­
able city} the main oentere are largely surrounded by low 
alluvial areas 
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For the next. few weeks, when winter temperaturee have 
e&IMld, but when the three- to eight-foot oover of ice baa not 
yet broken up, theee frontier water "barriers" actually 
oonatitute broad higbwa:ys over wbic~ an offensive might 

i 
proceed at numerous pomts. By April 20, the ice on tlle 
Amur and other rivers in tbia district usually breaks up and 
the ground thaw begins. There is a period beginning in 
early May, after the spring ground thaw, when tel'l'llin con. 
ditiona might again be suitable for a Japaneee offensive. 
But operationa might then be limited by the relatively few 
dry-ground approaches (shown on the map), and tho Soviets 
would be able more effectively to meet the Japaneee atteck 
by miiA!!ing troope at these strategic points, and by the 1116 or 
gunboats if river crossings were attempted. 

Although mid-winter on the Siberian front is more ee\·ere 
than in western Russia, the temperature in April noi'IDAlly 
rises sufficiently eo that it alone would not hamper mechan­
iaed operaiJona. Furthermore, fogginess declines and flying 
oondiiJona generally are better than those later in the 
summer. 

SumrMr ConditW.U 

/ An adclltional roason for an attack in Siberia at the earliest 
poesiblc moment--if it is to be envisaged at all- may be acen 
in the need to eonaolidate victories prior to the beginning of 
heavy summer rainfall. In summer the Amur reaches a 
width at some places of IS miles, and the low alluvial areaa 
are virtually Uopa$Sable (see map). Rainfall becomes in­
creeaingly heavy in June, reaching a maximum in late July 
and early August. Only on the higher ground along the 
western Manchurian border and in a few high apota near 
Vladivostok are terrain onnditions favorable in summer. 

The final favorable period for operations is in the fall­
September is best-when summer rains have subsided and 
the extreme eold of winter has not yet arrived. 
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TREASURY DEI'ARTMENT 
vublngton 

149 

FOR RELEASE, MORNING NEliSPAPE! 

Frld!J, Maroh 20, 1942, 

The secretary ot the Treuury; b)' thll pubU.o not1$1e, 1nv1tee 

tenders tor tl50, 000,000, or thereabout a, ot S}-da.r Tre&wr7 -billa, 

to be usued on ·a discount baeil under compet1Uve b1d41ng. The 

bllll of this seriea will be dated March 25, 1942, and v111 mature 

June 16, ~942, v~en the t ace amount v111 be P&1abh vi tbout lnterea 

They v111 be u,ued In bearer term onl7, and In denomination• ot 

fl ,OOO, f 5, 000, flO, 000, fl OO, 000 f500, 000, and $1,000,000 

(maturity value). 

Tendera . v1 l l be r eceived at Federal Reserve Banke and Branohea 

up to the closing hour, two o'clock p,m;, Eaetern var time, ~ondaJ, 

March 23, 1942. 'hndera v1ll not be receiv!ld at · the Treaaur7 

Department, Waehington. Each tender must. be tor an even aultiple 

of 11, 000, and the price offered must b.e expresaed on the- bali& 

or 100, with not more than three decimal-a, e.g., 99,925. Fraotiona 

11ay not be ueed, It 11 urged that tendere be made on the printed 

forma and forwarded in the special envelopa~i vhioh will be auppl1ed 

by Federal Reserve Banke or Branches on appl i cation therefor. 

Tenders will be received without depoiit rrom incorporated 

bankl and truet co!llpaniee and rrom reaponlible and reoognhed 

dealers in investment aeouritiee. Tendera trom others must be 

accompanied by payment .or 10 percent or· the face amount or 'rre.aeury 

billa applied tor, unless the tenders are accompanied by an expreea 

guaranty ot payment by an incorpora ted bank or trust company. 

Ial:ne4iately atter the closing hour, tenders will be opened at 

the Federal Reserve Banke and Branohee, following which public 

announcement will be made by the Secretary of the Treaeury or the 

amount and price range of accep.ted b1da. Those submitting tender• 

v1ll be a4v1eed of the acceptance or reJection thereof. The 

Sec~etary of the Treasury expreealJ reeervee the right to accept 

or reJect any or al l tenders, in whole or In part, and his action 

In an7 such reepeot shall be f i nal. ?ayment of accepted tenders 

at the pr1oes otrered muet be made or completed at the Federal 

Reserve Bank 1n cash or other immediately r.va1lable tunde on March 

25. 1942, The income derived trom Treasury billa, whether 1ntereet 

or gain from the eale or other diepoa1t1on or the billa, shall not 

lbve any exeml:'tion, as auoh, and lose from the sal e or other die­

poe1t lon or Tr easury billa eball not have any epeoial treatment, 

aa euoh, under Federal tax Ac ta nov or hereafter enacted. The 

(Over) 
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bUll ehall be eubJeot to utatl, lnherttanoe, gUt, or other 
exciee taxes, whether Federal or State, but shall be ex.mpt fro 

all taxat·lon nov or hereafter liiiJ)oled on the prlnolpal or 1nter:,1 
thereof by any State, or any of the pasaeea1one ot the Uni ted 
Statea, or b)' any ' looaJ: · taxtng ·authority, For purpou• or u.:~at~l•: 
the amount of dtacount at vh1oh Treaeur7 bllU are orlgloel ly 8014 
by the United Statu ahall be oonllderei! to be l ntereet. Under 
sectl ona ~2 and 117 (a) (1 ) ot t he Internal ReYenue Coda, aa 
amended by Seotlon 115 of t he Revenue Aot of 19~1, t)le amount or 
dleoount at vhloh•b l ile laeued hereunder are aold ahall not be 
oonaldered to aoorue until euoh bllls shall be sold, redeemed or 
othervtee dlapoud ot, and suoh bUle are exoluded t rom oone1dera. 
t lon ·a a oapl tal au eta. Aocor dlngly, . the owner of Treasury bUla 
(other than llte l neurance companlea ) ·t eaued hereunder need 
ln hll 1noome tax· return only the d1tterenoe between the 
t or auoh bllli ., vhe the!' on. or1g1nal laaue or on eubaequent puz'<lhl'~ 
and· the . UO\lpt actually reoe1Yed el tbe.r upon aale ·or r edemption 
maturlt7 durlng. tl)e taxable 71ar .tor. whloh the return 11 made, aa 
ordinary galn-or loea. 

'rreaeu.ry Dep!r tment C1rou1ar N~. 414, aa amended, and thh 
notloe, prucrlbe the t erm• of t he Treaaury bUls -a nd govern the 
oon41tlone ot t he l r 18aue, Coplea ot the o lroular may be obtained 
from any Federa1' Rea~rve Bank or Branch, 

.. 

-oOo-.· · ... 
. . 

' . 
• 

.. . . 
. . 

. . . 
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Cox: 

JfMJr: 

C: 

March 20, 1942 
9:25 a ••. 

Have you got another m1nute? 

I ' ve got t1me on the war, alwaya. 

Well, th1e 1e Just a e1de 1aeue. 
rroa one or my starr fallowa that 
t o th1nk that we were aga1nat the 
on this A.P.C. thing, contrary to 

I gather 
Ed eeemed 
Treasury 
the raot. 
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HMJr : I think that there were a couple little th1nge, 
aa long ae you're asking ae, that happened that 
led ue t o believe you were throwing your weight 
aga1nat ua. 

C: Oh, no. Not at all. 

HMJr: What? 

C: 

HMJr: 

C: 

IIMJr: 

C: 

!ll!Jr : 

C: 

Hl!Jr: 

0: 

i!MJr: 

C: 

Not at all . We at1ll teal thet ae a matter ot 
sound admin1etrat1on, 1t ehould have been 1n 
the Treasury. 

Well. •• . . 

Felt that way all along. 

Well , the way i t ie now - t be way the order 
waa drawn ••••• 

Yeah. 

••... ne1tber Crowley can operate, nor we. 

That's r1ght. 

And Ed wae at the house last night, and we're 
putt1nR uo eometh1ng to CroWley t oday or tom~rrow 
and heTll. eee what he oan do. But the way 1t 
1e now, both he and I are hamstrung. 

Well, there ' • no queet1on about that. 

And be ••••• 

We've been consistent throughout th1s th1ng. 
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C: 

Hl!Jr: 

C: 

Rl!Jr: 

C: 

HMJr: 

C: 
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Whatt 

I eay, we've been oonaietent throughout thie 
thing and telt atrongly. 

Well, Oeoar, ae · tar ae I 'm concerned, I've 
done my Job in that .• .••• ... 
Oh, I know you bave. 

•...• I've cleaned that meee out ot Aniline Dye, 
and demonstrated to the Germane that by paying 
one law tirm $250,000 and one political tigure 
t90,000, another a hundred, that you oan't buy 
influence •••• • 

Right. 

..... the way the Nazi party does it in Germany. 

Right. 

Hello. 

Yeah. Well, that'e damned important to do that. 

HMJr: And we've now demonstrated that you Juat can't 
buy thia Adminietration. 

C: Yeah. 

Hl!Jr: And ae tar as I'm concerned, having made that 
demonstration, I'm eatietied with one proviso­
the way it 1a now, Crowley can draw on me tor 
the entire French tunde. 

C: 'l'hat ' e r ight. 

Rl!Jr: It he want ed to. 

C: Right. 

Hl!Jr: Hello. 

C: Xee, he could. 

HMJr: And I want to separate - t h i e ie the way I 
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t hought ot putting it up to him. Let him 
have enemy alien property. Hello. 

152 

c: :tee. 

HMJr: Exclusive ot Government or Oentrel Bank tunde. 

C: Yeah. 

HY.Jr: See? 

C: Yeah. 

HMJr: We keep anything that hae to do with Government 
or Central Bank tunda •.... 

C: Or non-enemy. 

Hl!Jr: ••. • • or non-enemy pr operty. 

C: Yeah. 

HMJr: In other words, my conception - I mean, s1noe 
the President ' s done thie - ie that Crowley should 
be enemy alien pr oper ty ouetodtan. 

0: :tee. 

HMJr: Hello. 

C: 

!!JIJr: 

C: 

0: 

IWJr: 

Yea. I'm not eo eure t hat third part 1e sound. 

You ' re not. 

No, beoauae it you try to aeparate the thing, 
you begin to thro• eome question about both your 
legal power and your ability to d1v1de what la 
enemy allen and what ien't. 

Well, now, let me take, t or example ·- euppoa1ng 
the Queen ot the Netherlands owne a lot ot 
property here. 

Yeah. 

She'e supposed to. 
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c: 
!!)!J r: 

C: 

Jll.!Jr: 

0: 

HJ!Jr: 

C: 

HY.Jr: 

C: 

HI!Jr: 

C: 

Hl!Jr: 

C: 

HMJr: 

C: 

HY.Jr: 

C: 

- ~ -
Yeah. 

Why ehou1d Crowle;, take that over i t the 
State Department would let himt 

For vesting purposes he ehouldn' t . 

And vest i t in Uni ted Statea Government. 

No, he ehouldn' t. 

What? 

153 

He ehou1dn ' t. I think the 41v1aion 1e much 
better made that ;,ou handle all the non-vesting 
caaea, not tr;, to draw a 41atinction between 
enemy alien and non-enea;t alien property. In 
o ther wor ds, as to Government-owned t unda, 
Central Bank tunda, and caaee wher e he does 
not vest but where ;,ou want to exercise the 
degree ot control up t o veettng. In other wor ds, 
;,our freezing oontrol , I don t eee an;, reason 
wh:f Crowley ought to go into the freezing t h ing, 
which is really a br anch ot eoonomic warfare 
end not custodianship ot propert;,. 

But I still - why should be - ae I ea;,, do 
;,ou agree with me that he should not vest in 
United States Government either Dutoh or Nor­
wegian property? 

That'• right. 

What? 

Tbat 1 e right. 

Well, at present, the way it' a aet up he could. 

Cou1d, but he shouldn't. 

Well, I' d like that olean-out. 

I think eo. 

What? 

I think t hat' a wlle. 
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Hl!Jr: 

C: 

HMJr: 

C: 

I!Y.Jr: 

C: 

I!Y.Jr: 
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And I thought a good place to etart vae enemy 
allen property ouatodlan. 

Well, that' s all right if you make a mutual 
agreement between you; but I wouldn't publ i sh 
that distinotion. 

Well, the way the t hing haa gone recently, I 
pretty much want some etuff in writing - not 
that •••.• 

I t ought to be 1n vri t1ng. 

What? 

It ought to be in vrlting. 

Not that Leo hasn't kept f aith with me. 

Yeah. 

Because on this ••••• 

Well , I think you need it i n writing ! or another 
purpose. There'll be a lot of Qeople in thie 
thing, and you and Leo can kee~ fai th; but when 
you get down the line, you don t know what's 
going to happen. 

Well - and, o f course, e•erybod7 vas betting 
that we'd ne•er get r id ot that crowd out of 
Aniline O,e, 

Yeah. Well , they dldn 't know you. 

They d1dn 1 t know you well enough. 

Well , i f I haYe ever done the Pree1dent a aervioe, 
I did on the t. 

Oh, certainly. 

Well, an,yvay, ae long aa you're calling me, why 
don 't you ask Ed t o haYe lunch with you some day. 
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C: I will . 

HMJr: 'o'hAU 

C: I will. 

HMJr: Do thet. 

C: All r ight. 

H)(Jr: Right. 

C: Good-bye. 

HMJr: Good-bye. 
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opere tor : 

HMJr: 

Oecar 
Cox : 

HMJr : 

C: 

HJCJr: 

C: 

HJCJr: 

C: 

Go ahead. 

Helle. 

Hello. 

Oecar. 

Yea, Mr. Secretary. 

Marcb 20 , 1942 
9: 18 a.m. 
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I n which or your three capacities am I speaking 
t o you? 

Friend. 

What? 

Friend or the War. 

HMJr: Friend ot the War? Well, that's a fourth 
oapaoi ty. 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

0: 

That's right. 

But I _aay that would come t1rat. 

I shoul d aay eo. Look, you know t hie Sea Ot t er 
buai neea , don ' t you. 

Well , I knev about it s i x oonthe ago . 

Wel l, it 1e been r evived , beoauee curiously 
enough Senator Brewat er vent t o eee the President 
about it . 

I eew that in the pa pers . 

And apparently the President , ae Brewster put 
1t, vae not only diepleaeed with the way the 
thing 's been going, but angry. 

HY.Jr: Yeah. 

C: And Brewster wanted t o knov it he could talk 
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to me and eee it we couldn't get it ott the 
ground. 

HMJr: Yeah. 

C: He did. 

HMJr: Yee. 

15? 

c: And two tellova over in the NUJ who are almost 
on the ver ge ot being court-martialed because 
t hey 're in~ereeted in tbia thing. 

p~Jr: Well, those are the men, I imagine, that designed 
it ln the t iret place. 

c: No, the1 worked on it. The designer ie an 
outstanding Naval architect who lives in Washing­
ton, and probably the Preaident knows him quite 
well. 

l!MJr: Yea. 

C: Nov, they vant to go ahead with the thing. The 
deteote on the Navy teat were not serious. 

l!MJr: Yee. 

C: And aa a matter ot tact, they had in mind some 
oorreotion in any e•ent. 

lfli.Jr: Yee. 

C: Nov, it these tvo tellova go ott on their ovn, 
they'll get oompletelJ l oat. 

lll!Jr: Yeah. 

C: Maritime won't give them muob help, nor will 
Navy. 

lll!Jr: Yeah. 

C: And I wonder ed it we could get the President 
to ask you whether you would take it under your 
wing. 

HY.Jr: Well, Oeoar . Hello. 
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lii!Jr: 
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HHJr : 

C: 
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Xeah. 

Well, I'm just thinking out loud, but what 
would the excuse be that he ' d want me to do 
that? 

Well, that Treaeurr Procurement would look 
arter the thing and tend t o oontr•cting to 
get the line drawings done, get the experi mental 
teat work done; and then lf t he t eet should ebow 
up eatiefactorilr, go ahead and make the necessarr 
arrangemente t or Procurement. 

Well , I ' ll tell r ou ecmething terriblr runny. 
When I first saw theee plane, when Mcintrre vee 
acti ng as the President '• aide - which mus t be 
at least six montba ago •.... 

X ea. 

..... I was very much t empt ed to ask t or 1t, you 
see? 

Xeah. 

Then I deo1ded i t was t oo !8r removed. 

Well , what you really ought to do 1e have some­
body who knows nothing about sh1pbu1ld1ng running 
th1a t hing. 

lf)(Jr: Well, that goes t or theee emal l eb1pa, too , vb1ch 
the Pres i dent' s so i ntereeted l n. 

C: Xes. Well, thie, o f course, le a fairly small 
ship. 

HHJr: I know, but I mean, be's been abaolutelr f rustrated 
on the emall sbipe. 

C: Oh, yea, deflni tely. 

lii!Jr: I mean, all thi s - 1! we had our smell shi ps, 
then we wouldn't have all thi s trouble with the 
eube. 

C: Thet ' s rlgbt. ~~d as a matter or tact , I would 
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aay !rom what little I know sbout thia thing 
tha t the chances are r eally eighty t o twenty 
or thia thing being a euooeaa. 

Wha t i s that? 

I would eay the ohencee are eighty to twenty 
that this thing would be a euooeaa . 

Well, let me ask you thi s, Oscar, how would the 
Preeident be approached. I certainly wouldn't 
aek hi m. 

Oh, no. We'd arrange ! or that. 

!I}!Jr: Who 1 a we? 

C: Well, probably after Brewater aaw the President, 
he said he would also talk t o Harry about 1t . 

HMJr: Yeah. 

C: 

!-!I!Jr: 

C: 

HMJr: 

C: 

Hl!Jr: 

C: 

HMJr: 

C: 

And Brewster wanted to know 1! he oould come 
over; and before goi ng over to eee Brewster, I 
checked w1 th Harry and he said, "Go ahead. • 

I eee. 

Now, what I would do would be t o either put 1t 
up to Harr~ or have - do that and have Br ewster 
f ollow up on his oon!erenoe wi th the President . 

Well, 1t would •.. .• 

It'e a uni oue pol i tical situation her e, too, where 
a Republi can Senator ia preaeing the Administration 
to go ahead with something that two agenc1e& have 
been inclined to turn down. 

Well I'd be reluc tant , but i! - I don't think -
I 'm quite sure the President wouldn't; but i! you 
wanted ..•.. 

I ' d like to get it put up to him. 

lt 1 I all right. 

Because I t hink you're the only fellow th&t I know 
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in the Oovern~ent wi th your or ganization that's 
go t a chance ot putting it aoroea. 

Yeah. 

And I think that i t 1 e damned important - it's 
pr obably the moat important thing we bring in 
the picture. 

Ot course , it I wae going to do it, I 'd have 
t o borrow a couple or my good Coast Guard men. 

Well, I wae going to aay, you'd not only have 
to do that; but I'd also oonUdar going up to 
a place like M.I.T. and borrowing one or their 
beat naval architects and constructicn people. 

Yeah. 

Ot course, the fellow - nobody l ikes him ..... 

Yeah. 

HY.Jr: •• ••• but the t ellow tha t's got - that I'd get­
has more push than a nybody alee eo rar, ia this 
tallow Kaiser. 

C: 

I!I!Jr: 

C: 

IIMJr: 

C: 

Hl!Jr: 

C: 

Yeah. Well, there's no obJeCtion to getting him. 
As a matter or tact, moat ot the emall yards in 
thia country oan build the boats, that's the 
other advantage. You wouldn't even need t o take 
anythi ng a way t rom the Maritime Commission. 

Well, I eaw it. I aaw the whole plan that they 
brou.ght in earlier. It' 1 a cuee tion ot r iveting -
weldi ng these plates. 

That' e right. 

And then t hese Chrysler truck motors , that's 
what it ia . 

They' r e marine engines - Chrysler marine. 

Well, 1118rine. 

Yeah. 
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One. 

That's a Chinese understatement. 

Oh. 

No, you had - you ' re what the lawyers call 
the props and the core. 

'tlell, I think I at1rred them up. 

162 

Oh, I don't think there's any question about 
it. 

And Pa t terson told me yeeterday , af t er about 
I don ' t know how many calla, they finally put 
a Colonel i n Philadelphia. 

Yeah. 

And that's straightened out. There are three 
hundred oars s day flowing into Philadelphia 
a1noe yesterday. 

Oh, wonderful. 

Three hundred care. 

Yeah. 

And you know the railroads were going t o stop 
t hem all in order to olean it up. 

Yeah. Well, that' s good neve. 

Hl<Jr : So I think that that Ruui en thing ••... 

C: ThD t' e ott the ground. 

!IMJr: Well , 1t 1a lt Nelson will act. 

C: I t hink hP- will now. 

!IMJr: Well, I'm going to put something up to him ou our 
llttle ehow. We're 25,000 tone ehort between now 
and the tiret ot Aprll. 

C: Yeah. 
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An~ I want to get t~at. 

Yes h . 
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Hl(Jr: And we tried something new - we sent telegrams 
to these plants, you see. 

c: Yeah. 

HKJr: And asked them where would they be by the twenty­
first, the twenty-eighth, and the th1rty-tiret. 

c: Oh, that's a good idea. 

HI!Jr : Three dates. 

C: 'ieah. 

HMJr: An~ out or that came that they would be short 
25,000 tons. 

C: Right. You know that that letter in its ori ginal 
draft •.... 

HI!J r: Yeah. 

C: ••••. gave the raw materials first priority except 
where to do so would result i n an extrBord1nary 
interference with domesti c pro~uotion. 

HY.Jr: Yes. 

C: And tbey took the except i on out. They said it 
gave them a loophole and they wanted no l oophole. 

HMJr: Yeah. 

C: I thought you might want to know that tor back­
ground. 

HHJr: They have no l oophole now. 

C: No, no. It ' s Just a tlat pri ority ahead or every­
thing else . 

~lJr: Yeah. Well, keep plugging , Osoar. 

C: Oh, eure. 
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Present : Kr. Bell 
~. Haas 
lir. Buffington 
1&. Viner 
Kr • 16.irphy 
J.fr. Hadley 
l4r. Lindow 

' llaroh 20, 1942 
10:10 a.m. 
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H.M.JR: Who all are coming over from the Fed this 
morning? 

WR. BELL: Eccles, KcKeechie and Sproul. 

H.M. JR: Did you tell them who I was having? 

MR. BELL: Yes. Do you want to change it? 

H. &I. JR: C»l , no. They didn ' t object ? The1 knew 
who was going to be here? . 

MR. BELL: Yes, that is right . The1 asked to keep 
it small. 

H.!.I.JR: Well, you add George to the list. 

J.!R . BELL: If you want to change it , I will do that. 

H.Y. JR: Oh, no, the less of them the better. Let 
me read Buffington ' s memorandum on this. Have 10u all 
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read it this time? 

11R, BUFFINGTON: I am sorry, De.n has read it and 
I have talked it. 

H.M.JR : Honestly, can't you f~llows give peopl e a 
chance to read these things so that I don ' t have t o go--

, J.IR. BELL: We discussed, Mr. Secretary, with the 
rest of them. 

H.M. JR: But why not show it to them? I go through 
this every morning. I have a memorandum and has -every­
body seen it? No. Damn it, every morning it is the same 
proposition. How can Viner and the rest of them advise 
me? 

KR. VINER: I got an oral exposition of it. 

it? 
H.M.JR: You sit outside and why not let a man read 

IIR, BELL: I think they got it. 

H.U. JR: This is the third morning this thing has 
happened. Dan, please, when there is a memorandum, i t 
is up to you to see that these people see them. Every 
morning it is the sama proposition. This is the third 
time now. 

What were the kind of concerns that you saw, George? 

MR. BUFFINGTON: International Harvester Company, 
Pullman Company, John Wanamaker Company, Standard of 
Indiana, Standard of New Jerseyi Wrigley Company, Quaker 
Oate Company, Continental Casua ty, U. S. Steel Corpora­
tion, U. S. Rubber Company. 

H.M.JR: Well, did any of those have idle funds? 

IIR, BUFFINGTON: Yes, sir. 

H,K.JR: Which ones? 
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KR. BUFFINGTON: The International Harvester Compan,, 
commonwealth Edison Compan,, Pullman Compan,, Lumbermen ' s 
MUtual casualty Compan,, Standard Oil of Indiana. 

H.M.JR: Let' s go back to the first one then. What 
is the first one on your list? 

KR. BUFFINGTON: International Harvester Company. 

H.M. JR: Well now, what would they be interested in? 

KR. BUFFINGTON: Primarily certificates of indebted-
ness and bills. 

H.W.JR: Now what is the next one? 

KR. BUFFINGTON: Commonwealth Edison Compan,, both 
bills and cert ificates of indebtedness. Those two companies 
both have future needs that they can schedule. 

H.M.JR: Neither of them are interested in a five­
year issue? 

MR. BUFFINGTON: Not particularly. Lumbermen' s 
Mutual Caeualty Company would only be interested and are 
now buying bills and would bU1 certificates of indebted­
ness . 

Swift and Company has reabsorbed recently their 
excess funds through higher inventory values. 

Standard Oil of Indiana have aixtr million Governments 
maturing up to 1945. They have some billa and would like 
very much to buy certificates paying a half f r om six to 
nine months. 

Quaker Oats Company, same thing, would prefer cer­
tificates and would bUy some bills . They would buy more 
bills if the rate was a little better. 

Continental Casualty Compan,, for the casual ty com­
panies, would buy both bills and certificates. 
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In New York, Singer ~ulaoturing Comp~, who have 
contracted very sharplf their foreign operations and have 
sixty-eight million in Governments now maturing in 1948 
would like very much to buy a tap issue because their 
needs are not quite as certain or as early as some of 
the other corporations. 

Standard Oil ot New Jerael own a very large amount . 
I think they own now between t tty and sixty million of 
bills . 

Steel Corporation has never invested funds, but were 
interested in the purchase of five-year tap issues and 
would buy some bills. 

Corn Products Comp~ would buy billa and certifi­
cates ; but, as I told you yesterday, if you just lay out 
the pattern, they will follow along. 

H.M.JR: Are you finished? 

WR. BUFFINGTON: The thing in that memorandum which 
I think is important , while I got a fairly good cross­
section of the type of business which I have outlined, 
it would seem to me desirable before deciding definitelY 
on the tap issue to ~o a little turther and get probablY 
a broader cross-sect1on of industry, gettlng into some 
more moderate-sized companies. 

H.M.JR: Should I read this before I make up 1111 
mind? Ia this different? 

MR. BELL: Yes, that follows our conference wi th the 
Federal Reserve Board the other day. 

H.M. JR: Have they seen this yet? 

MR. BELL: That has been distributed. After we 
got throu~ with our conference over there , at the end 
Eccles called Sproul on the telephone and when they 
finished he asked Sproul ·to send down a memorandum along 
the lines of this telephone statement. That ia Sproul's 
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memorandum and I think Eccles agrees with it. That is 
what they will tell you this morning. 

H.K.JR: Then I had better read it. I got a couple 
of ideas J!11Self during the night. There are two thing a 
that I would like you to do. One thing is - if you 
gentlemen think we will have it - I would like you to 
get a thousand names of peo~le who t his year have bought 
their maximum of "F" and "G, you see, and it possible, 
just mimeograph a letter and simply say, "Dear Sire: 
We notice that you have bought your maximum of 'F' and 
'G'. We would like to know for our own confidential 
information that if we decide to increase this to a 
hundred thousand, would you avail yourself of this op­
portunity.• Now, if that could go out, it ought to be 
able to be mimeographed and go out - well, certainly by 
tomorrow night, oouldn 1 t it? 

MR. BELL: We will see. I don't know how readily 
the names are available. 

H.M.JR: Well, I should hope it would be in shape. 
Then again, guessing whether they would or would.n't, you 
would get back a thousand names and depending upon the 
percentage of the people who would say they would, we 
could decide should we raise it to a hundred, but we 
sit here and guess. Is that right, Jaok? 

MR. VINER: I think that is a good idea. 

H.M.JR: What is the use of always guessing? 

MR. VINER: It is a good idea. 

H.ILJR: And than 1!--

MR. BELL: The fifty was a guess, that is right. 
We didn't know where to put it. 

MR. VINER: A guess as to what sort of a response 
there would be to raising the ceiling. 

H.W. JR: I am not saying - supposing seventy-five 
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percent said, "Yes, we would like to buy another fitty • 
and they were the right kind ot people in the sense ' 
that they were t rusts and so forth and eo on, then we 
would know. We are guessing do they want another fifty. 

MR. BELL: Would you want to ask them the question 
in that letter, "If you want more of the'F ' and 'G' e', 
would you have to sell securities that you now own to 
buy them~or would i t be out of order? 

MR. HAAS: That is why we didn't raise it above 
ti!ty. 

MR. VINER: That will be an additional question. ~ 
It would through light on the aigniticanee--

H.M.JR: Could you put it a little bit differently, 
so it isn' t so obvious, ~at would be the source of the 
funds that you would buy your second fifty with?" I 
mean, I wouldn't plant lt in their mind that they have 
to. 

MR. BELL: That is all right. That gets the same 
quution over. 

H.K.JR: But I think if you did that, then this thing 
that we have been told, that they would have to sell, you 
might find that they do or they don ' t , and they are talk­
ing about idle funds - a:rrrway, I think it is an intelli­
gent way to do it. It ma:r get us nothing and on the other 
hand we IIIII¥ be surprised. I would like great steam to 
be rut on, if possible, to get it out by Saturday night, 
if t is mechanically possible. 

MR. BELL: I think maybe it ie. 

H.ld.JR: That is Tli1 first suggestion. 

Now, the other thing is this . I may be all wrong 
on this. I have r ead this t hing. This is out of ~ester­
day's discussion. I don't agree with Sproul that we should 
first do the bills and then,if we need more mona~ we should 
do the cer tificates. We know we need more money, and I 
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am leaning toward doing the certificates first and not 
the bills, because I don ' t aee, i f I am a corporation or 
a bank and can get a certificate that will pay me a half 
percent for six months, why I should fuaa around w~th a 
bill that wil l pay me a quarter or leas. If we offer 
them the certificates and I have got money, I will not -
I will take my certificates, I won' t take the billa. 
There will be leas buyers of billa and the bill rate will 
go higher. That is what is going to happen, and that ia 
what we don't want. 

Now, if we could just do the billa the way Sproul 
sqs and the.n do the certificates - well, the bill rate 
might s tay down. What they propose to do would be all 
r ight, but it would only be a week or so before we would 
need the certificates, and we ,can't do the thing. Every­
body would know about it and they would simply says, "There 
is no use of buying the billa, because in a week the 
Treasury ia going to get out the certificates,• and you 
would have a hardening of your rates. 

Now, what we are hoping to do is, supposing we said, 
"'Ne will do nothing now, but we will take seven hundred 
fifty million of certificates and leave the bills where 
they are." Then there may be a chance that the certifi­
cate - that there ia so much money that the certificate 
rate - that at the end of April we might be able to go 
seven or eight months or nine months. 

Now, it can't make a difference of over two or three 
hundred million dollars if we held back the bill s for a 
111onth. 

KR. BELL: Two hundred fifty- eight million dollars 
in April . There are five weeks there, five Wednesdays. 

day. 
H.W.JR: I am picking up where you left off yester-

WR. BELL: I think this has one advantage in putting 
out the certificates. Firat, it kind of sets the top 
for the short-term money in that period, and bills 
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ninety-day bills shouldn't go up to any rate that you 
establish on this six months, I should think, but I do 
think there is another point you want to consider and 
that is, does this establish in the minds of the public 
a type of financing that the Treasury is going to do? 
In other words, are we going to do a lot of this financ­
ing through banks, and do they get set on that idea? 
That is the argument you are going to run into this 
morning with tlie Federal, and I tlilnk George is a little 
worried about it. 

KR. HAAS: Unless the proper explanation is given. 

KR. BELL: Yes. 

H. ILJR: Look, I would be perfectly willing to meet 
the press before I go away and say, "Gentlemen, we can't 
have a complete plan. " You have got to learn how to walk 
before you run. 

MR. HAAS: You can say it is for business, for this 
type of funds . 

WR. VINER: Couldn't you say this, that you hope 
that a large proportion of the subscriptions to these 
certificates will come from outside of the banks? 

WR. BEll: That is right. 

WR. VINER: At least you can say that. I don't see 
any harm in that, and ' it seems to me it does work into 
the pattern that you must be working for and it is a 
security suitable for non-bankers. I mean, you are not 
really asking them to d~ something that is unsuitable. 
I t seems to me highly suitable for non-bankers . 

MR. HAAS: The Fed didn't like that statement. We 
had that in, Jack, when we went over, but I think they 
would agree to that. 

KR. BELL: And I agree with Jack's version of it. 

MR. VINER: You needn ' t mention the banks. You might 
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e-r that we hope this new security will be found attractive 
by - end then--

YR. BELL: Non-banking. 

MR. VINER: Don't say non-banking, but list a few 
categories, for businessmen for their temporary idle 
funds and so on. 

MR. HAAS: And to bring about fluidity in reserves. 

MR. VINER: And to bring about fluidity in reserves. 

MR. HAAS: That is what we had. 

MR. BELL: What they are afraid of is that if you 
aar too much about business balances, you are going to 
kill any chance of a short tap. 

MR. VINER: Of the five-year thing, you mean? 

MR. BELL: Yes . And I suppose it will have some 
bearing on it. 

KR. VINER: But there is another thing you can say. 
You hope to get a nation-wide subscription to it because 
the geographical corresponds so much with the class that 
if you get subscriptions outside of New York and Chicago, 
you are getting the sort of subscriptions you want. 

H.ll. JR : Well, let me just ask you this. For the 
moment , as I take it , we are just talking about doing the 
certificate only and waiting on the bill. Ri!')lt? 

MR. BELL: That is right. 

H.M,JR: For the moment. Let's say that the thing 
works well and the Standard Oil and the big companies 
and all those along,t he line put some of their money 
into that. Would that give me a better distribution of 
excess reserves? 

MR. VINER: It would. 
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H.M. JR: It will? Are you all in agreement on that? 

MR. VINER: I think that is the probability. 

MR. lUllS: Between banks and between regions . 

H.M. JR: It will give us--

)IR, HAAS: ~e . · For instance, if' Guaranty b~J1"S 
something, that money goes to somebody else that would be 
interested in other securities. 

MR. VINER: It isn' t the Guaranty who b~J1"s it. If a 
Pacitio Coast air concern bUJS it. Some of those funds -
if it is all bought west of the Mississippi, some of those 
funds will flow back to the East to New York. 

MR. HAAS: There is that too, but in New York City 
alone , if Guaranty buys it , these funds will go back into 
some other New York firm. 

MR. BELL: There will be a shift between banks, in 
other worda. One bank will get excess reserves increased 
and the other one will decrease them. Guaranty's excess 
reserves were down to about two hundred and eight last 
week. 

H.K.JR: But it would give us a certain amount of-­

MR. ILUS: Fluidity. 

H.M.JR: ••• fluidity, wouldn't i t? 

MR. BELL: That is right . The wider your distribu­
tion, the better your reserves can move around. 

H.M. JR: And could we say to the Fed, "Now, we want 
to try this thing first with the cert ificates, but when we 
are doing it, we want you to hold our two and a half percent 
longs about where they are"? 

MR. VINER: Oh, for the time being, sure. I think 
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they ought to do it anyway. 

H.K.JR: What are they? 

KR. HADLEY: The l ongest bond has about a three­
quarter point premium on i t . 

~ 
H.M.JR: Could we say, ~e would like you .to hold 

it for us about where it is," Dan? 
. 

WR. BELL: Yes, we can say that. I think they will 
argue there for a range of rates from about two - what 
we discussed last time we met on that point, two forty­
four to two fifty-four. 

liR. VINER: 
period of time. 

But Dan, that rate would be for a longer 
For any short period- -

MR. BELL: It ought to involve all these other things. 

MR. VINER: The shorter period the narrower the range 
that is legitimate. 

H.l!. JR: All I would say to them, "I would like you 
to hold it &~proximately where it is with the minimum of 
fluctuation. 

liR. VINER: For the time being? 

H.ll. JR: Yes. 

liR. BELL: Until we can agree on the long program. 

H.W. JR: And if they S&:f rates, I am going to talk 
in term.s, approximately, with a miniDIUII of fluc tuation. 

"Well, what does that meap?" "Well, I don ' t think 
this should fluct uate more than a half point from where 
it is now." 

MR. VINER: For a short period of time . Because 
the longer the period, the wider the legitimate range . 
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H.M. JR: No, this ia to be &juated--

KR. VINER: I t hl.nk that is reuon&ble-­

H.M. JR: As often as neceas&ry. We c&n h&ve & 
talk tomorrow or & week from now, but conet&nt conault&­
tion. 

MR. BELL: Does that mean hold it within half & 
point on e&ch side of the present? 

H.W. JR: Oh, I would r&ther le&ve it - I don't want -
I would rather say hold it - the minimum of fluctuation 
and not be pinned down. "You people in the open market 
have got to decide how to do it. It is your responsibility. 
Now do it. If I am not s&tisf ied, I will c&ll you up on 
the phone &nd tell you so." 

MR. BELL: If it starts to go up, they might sell 
some and hold it down to the present price. 

H.M. JR: That is all right, but I will simply say, 
"No, !t{r. Eccles, if I am not satisfied, I will call you 
on the phone and sa{ so. As long &8 I am satisfied, you 
won't hear from me. 

UR. BELL: I think that is &11 right. 

H.W.JR: "I mean, you are the open m&rket and it is 
your responsibility. Do your stuff. If I &m not pleased, 
I will call you up on the phone. " 

But am I right, gentlemen, in trying to do just the 
cert ificate first and not do the billa? 

MR. HAAS: I think you would be very wise. Dan 
made a very good point there, I think, that if you do 
the bi lla first, what happens? You run your short-term 
rates up and then on a high level you come out with a 
certificate . 

WR. BELL : You can't do a certificate for six months 
at a half percent. 
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H.lo!. JR: Pardon? 

MR. BELL: I am afraid if you start your bills first 
that you might run your rate up and then you oouldn't 
do the certificate for a half for six months and if you 
put this first , I t hink it sort of establish~s a ceiling 
for your short rate. 

J.!R. VINER: 
cates, my guess, 
billa. 

IIR. BELL: 

But I think you can sell the certifi­
at the same rate as you can sell the 

You might. 

MR. VINER: Give them the quantities you want to 
f loat. A six-month' s bill, put it that waf, a six- month's 
bill would be more attractive to them than a three-month's 
bill. 

MR. BELL: If that is true 1 Jack, you have ~retty 
well set your bill rate, haven't you? Your oert1ficates 
are going to become very popular. 

MR. VINER: You remember what I said yesterday, that 
if you offer them a certificate of a half a percent, you 
are killing your bill market at anything like a point two 
or a point twenty-five rate because the bills are costlier 
to handle for them, they are harder to bid for them, they 
have more turn-overs to make in order to get an invest­
ment, and they are a discount and they prefer a coupon, 
so that I think your certificate is going to be a much 
more attractive issue for them, and you are gettin~ to 
the half a percent rate, which is - which is all r1gbt. 
It doesn't bother me but ••••• in other words, I think 
there i s a good chance that you will find that all the 
discussion about the billa will become obsolete if you 
are prepared to issue certificates, six- month's certifi­
cates at half a percent, that you will be able to sell 
Rreat quantities of them and that they will do the job 
tha t normerly you would have expected bills to do, and 
that the bill thing will be obsolete. It will be a minor 
thing and a marginal, and it will be a New York-Chicago 
thing with the big banks. Nobo~ else will be interested 
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in them. The certificates will perform the function in 
the money market which the bills are supposed to have 
performed. Now, it i s all right with me except that you 
are not doing it at a point two rate . You ar e doing it 
at a point five rate. 

H.M.JR: Well, I have watched this thing long 
enough, and I am surprised to hear that any corporation 
o1!lled our bills. 

WR. BELL: Well, there are on!7 fifty-tour percent 
of our outstanding bills in the hands of the banks and 
insurance companies. 

H.ll.JR: Onl7 fifty- four? 

KR. BELL: Forty- six percent of them some place 
else. 

H.M.JR: Well, I didn't know that. 

MR. BELL: That is the January 31 figure. 

MR. LINDOW: I think it ls sixty-four percent in the 
banks and insurance companies. 

H.ll.JR: Well, you can•t--

KR. BELL: Even that leaves thirty-six percent. 

H.U. JR: But how much between the banks and insurance • 
. 

WR. LINDOW: llostly the banks, llr. Secretary. 

KR. BELL: Insurance companies hold ten percent. 

H.W. JR: Well , I wouldn't be worried it I could go 
through this war on a half a percent between six months 
and a year. 

MR. HAAS: That is all right. 

H.W.JR: I mean, if I could borrow f rom six months 
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to a year for a half of one percent I would say I was 
doing nry well. 

WR. HAAS: That would be fine. 

178 

MR. VINER: I think you ought to consider on this 
Treasury certificate for the first issue at least a 
preparation to move back - oh, I see. It would bs the 
other way. Offer them six--

WR. BELL: Nine months. 

MR. VINER: Perhaps the other ~· It was George' s 
earlier point that if the rate is too good, it is better 
to stiffen the rate than to retreat, but it depends on 
how much you want to float. I think half a percent for 
six months is a very good rate now from the f irst point 
of view. 

MR. HAAS: It may be too good. I think you would 
want us to look that over very carefully. I mean, that 
is a part of pricing. 

WR. VINER: But if it is too good, then you have 
had a great success, you have offered them a security 
and you offer your next issue at eight months, seven 
months. 

H.M. JR: That is right . 

MR. BELL: When you come to offer them you might 
want to put them seven months instead of six months to 
make it a little finer. 

H.W. JR: That is right. Now, let's just- -

MR. BELL: You don' t think seven hundred fifty 
million dollars would stiffen the rate a lot do you? 

MR. VINER: I don' t think eevsn hundred fifty mil ­
lion will make a ripple in the market. 

MR. BELL: And we will know better when the next 
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one comes along. 

MR. VINER: If you give them time, because you are 
going now to tap peo-ple who have not been daily in contact 
with Treasury operat1ona and so on, and if you want to 
bring in a wider market, then you mustn't rely on their 
being on their toes and ready t o do that, because a 
comptroller has to consult his chairman, and it is a 
new idea and it has got to circulate , and they have got 
to talk it over with others. On the firs t time that he 
is given time--

H.ll. JR: I would give the111 three days. 

MR. BELL: Leave it open that long? 

H.ll.JR: Yes . 

MR. VINER: I would leave it open--

YR. BELL: We have got t o get used to that anyhow, 
I think. 

MR. VINER: Mr. Secretary, I would leave it open 
even though on the first day you get a huge over- sub­
scription, so as to train them to buy, I mean the ones 
who - so as to train them to buy. Give them a chance, 
give the others a chance to learn what is the - a.fter 
all , they read about it in the newspaper, and then they 
have to talk to somebody, and the man isn' t down that 
morning and so on. 

H.ll. JR: Instead of leaving it open for three days, 
you could announce on a llonday that the issue would come 
Wednesday. 

MR. VINER: Yes, that is another way to do it. 

llR. BELL: You could give these corporations a 
preliminary notice. 

H.ll.JR: 
Wednesday we 
see. 

Supposing you announced on llonday that on 
are goi.ng to have this kind of an issue, you 
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llR. BUFFINGTON: The Steel Corporation asked that 
especially, because their finance committee has got to 
act on it. 

llR. VINER: You have to get a finance committee to­
gether and so on. 

H.K. JR: Supposing we said on Monday we were going 
to announce this kind of an issue on Wednesday. 

llR. BUFFINGTOn: That gives them an opportunity 
for a meeting. 

-
llR. VINER: You are operating with u:ateur buyers, 

not professional ones. 

H.Y. JR: I think it would be better to do it that 
way rather than do it Wednesday and keep it open tor 
three days because that might look bad. 

llR. BELL: It would on a shorter issue, but I think 
on our long issues we have got to oome around to l eaving 
them open. 

llR. BUFFINGTON: But if you announced thi s thing 
1/onday, that Wednesday there woul d be such and such an 
issue, the chances are the people would call their finance 
committee together on Wednesday. 

llR. BELL: And we could on Wednesday or on llonday, 
when you make that announcement , have the Federal cir­
cularize the large corporations in their dietrict . 

H.K. JR: That is rignt. 

MR. BELL: And tell them about it. 

H.M.JR: Now let me just t ake a minute or two and 
go around. How would you feel about· this, George? 

llR, BUFFINGTON: All r ight . I would like to see 
the certificates seven months. 
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H.M.JR: Well, that ia a detail . No, what I am 
talking about is t hat the fi rst step would be to get out 
a seven hundred fifty million dol lars certificate issue 
and kesp the bills where they are on the hundred and 
fifty mark. 

WR. BUFFINGTON: I think that is a wise t hing to 
do. I think that is all right. . 

H.W. JR: Hadley? 

WR. HADLEr: I am all in favor of just doing the 
certificates first. I think that trying to support a 
bill rate is doing it the hard way to get excess reserves, 
and I would just put out the certificates first and see 
what happens. 

MR. LI NDOW: I am for it, and I think it is very 
important that the announcement be made , though, along the 
lines you ~uggested covering the two points, fluidity in 
the banking system and the desire to attract some of these 
business funds . I think you might say that you have talked 
to some of the business people and that they are interest ed 
in it. Otherwise it migbt look as though we were hard 
pressed and a short issue was the best we could do at the 
moment. 

H.W.JR: Well, if we said this thing - supposing I 
gave this statement out tomorrow for Monday morning and 
then we said we weren ' t going to do thls for another week. 
It shows we have planned the thing and we are not hard 
pressed and have l ots of t ime, and we are planning this 
thing ten days and two weeks in advance . What? People 
read Monday, ~ell, t his .is the Treasury plan." That is 
what we are going to do ten days from now. There is 
nothing hard pressed about that. 

MR. LINDOWN: I think that would make it very good. 

H.K.JR: And step by s tep we would want to do this 
thing. HeJU7? 

MR. KURPHI: I hate to advance wi thout a barrage 
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wr. Secretarr, but if we must do it, I think this is 
probably the safest way to do it. I oerta1nl1 agree 
with rou that it would be a good thing to announce it 
a week in advance. I think you ought to depend for your 
education as much upon successive issues as upon a single 
issue. I think it would be much safer if the short-term 
rates were determined in advance . We don't know just 
what will happen. 

H.M. JR: No, we will do it to the certificates. 

KR •. MDRPHY: I say we don't know what the effect of 
adding a substantial increment to the amount of securites 
in the s.hort Dl&l'ket will have. I don't think enough 
emphasis has been placed upon the difference in the 
character between the bill and the certificate, in that 
we compare a half rate on the certificate, sar, with a 
twenty-five rate on the bill, but that isn't the way that 
it will impinge upon the market . The certificate will be 
priced, I suppose to , say, a four thirty-seconds' premium. 
Now, that premium on a half certificate tor six months 
means it only yields thirty-seven in the market and this 
slipaga , so to speak, is bound to take place in the case 
of ths certificate . I don't think it is an evil in itself, 
but it does impair the straight comparison between the 
certificate ana the bill rate. 

UR. BELL: Do you think the bill rate will come up 
to meet it or will it have a tendencr to hold the bill 
rate somewhere below that three-eighth&. 

YR. WURPHY: I think that since the push on the 
part of the Federal Reserve SYstem for higher short- term 
rates which they consider to be a good thing for the 
economr is a strong one, and I think it ie generallT known 
throughout the country. Unless there is an announcement 
to the contrary, I think it will be generally believed 
by the market that the Treasurr has joined in this pur­
pose and that one of the purposes of the increased amount 
of short- term financing is to secure more "healthy" short­
term rates. 

H.W. JR: Well, we are going back over the whole 
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thing. I am fe.miliary with that angle of the thing. 
There is no use openinf - I asked you, but I am willing 
to do that. I am will ng to faoe that. 

IIR. WRPHY : Then I think the certificate by all 
means ahould cdme first . 

IIR. BELL: What I would like to see in this con­
nection, taking both llurpey' s and Viner ' s fears, I would 
like to have an understanding with the Federal that they 
might also bur some bills . 

H.K. JR: Good. I hoped you would say that. To 
keep the bill market about where it is. 

KR. BELL: That is right, I would say up to three 
tenths. 

H.11.JR: Well, I think it is much better for me to 
say, "Look, gentlemen, while we are doing this , I would 
like you to try to keep the bill rate approximately 
where it is and the very longest approximately where it 
is . And what is approximately? W&ll, that is your 
responsibility, and if I am not satisfied - • I have 
never operated - when Georg! Harrison was there, I would 
se.y, "These are m:y objectives. Do it , and if I don ' t 
like the way you do it, I wil l tell you so, but it is 
your responsibility.• 

KR. BELL: But I think they could have some indication 
it this short rate on Treasury certificates falls to 
thirty-seven, certainly the bill rate ought to be some 
place below three-tenths, but if the certificate rate 
hangs around a half, I wouldn' t mind seeing the bill 
rate range between a quarter and three-eighths, as long 
as it didn't go above three-eighths. 

H.M, JR: George , which one of those chart s ahows 
the bonds? 

MR. HAAS: There is a chart for each bond and the 
average. 

H.K.JR: Where is the average? 
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YR. HAAS: Here it is . (Showing report to the 
Seorete.ry ·) 

H.M.JR: Well, it is getting better, 

MR. BELL: The market has improved. 

YR. HADLEY: It has improved since the tax hearings . 

H.M. JR: Where is the next one? 

YR. BELL: And since MacArthur got ott. 

MR. HAAS: Each bond here. The lone ones are way 
out here, you see. These white ones are taxables. 

H.M.JR: Well, let me look at these. Are t hey all 
bunched together? 

UR. HAAS: No, there is one bond, this one out here, 
~7-'72. That has moved up. 

H.M.JR: It has moved up since they know we have 
been stalling. 

MR. BELL: Yes, since the last issue. It was around 
twelve as I recall it on the last issue, wasn't it? 

H.M.JR: Well, we have a nice situation. Did you 
know it had been getting so much better? 

YR. VINER: Yes, I know the bond market had improved. 

H.K.JR: Well, I didn't. Now, where are the cer-
tificates? 

MR. HAAS: We only have the notes in here. 

H.Y. JR: Where are the notes? 

MR. HAAS: There is the shortest and here is the 
longest . This white one ia a taxable. 
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YR. BELL: The trouble with those things , they have 

right values . 

MR. VINER: The certificates say no right s , don't 
they? 

MR. LINDOW: Yes. 

H.M.JR: Now, I got as far as you. Viner? 

YR. VINER: I would approve of going at it from the 
certificates. The question of the length, the maturity--

H.K.JR: Well, that is a pricing Job. 

MR. VINER: Yes, a pricing job, but it is a pricing 
not merely for the state of the market that day, but in 
terms of what sort of pattern you want to grow into. 

H.K.JR: George, have you got anything? 

MR. HAAS: I haven' t got anything to add. I agree 
with what has been said, and I take it you do too. I 
think you have had an excellent night and hit on an excel­
lent solution. 

H.K.JR: Pardon? 

MR. HAAS: You had a good night and hit an excellent 
solution . 

H.K.JR: I only picked up where Bell left off, That 
was the last thing that Bell said, wasn't it, Dan, yester­
day? At least it is the last thing that rang a bell with 
me anyway. 

MR. BELL: I don't have a very good memory these 
days. 

H.IL. JR: No, that was the last thing. 

Buffington? 
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MR. BUFFINGTON: No, I--

H. M.JR: Burgess is in Washington and is having 
lunch with Eccles at one . It waa terribly funny, when we 
were working so hard on thie Aniline and D,ye thing we 
were trying to locate a man and they said, ''Well, you 
oan find him over in Homer CUmming's office. He is 
over there with another person." We never knew that 
this man was on Homer Cumming's aide , and they said, 
"Not only is the one man we are looking for over there 
but the other man is too.• Kra. Burgees says, "I don't 
know where I can reach him, but I know he will be with 
Eccles at one o' clock." Well, one of the things, if I 
may sey - no, I am not going to tell you. You will ask 
me not to. I won't embarrass you. I mey say to Eccles, 
One of the things, the reason I am going eo slow is, 
I think in goi.ng to New York he maned the thing up and 
that the bankers now have got their backs up. 

MR. BELL: I think he has learnedhis lesson maybe. 

H.K.JR: Did you ever say anything to him? 

MR. BELL: Yes. He called me that evening. He 
knew that you knew it. 

I.IR. VINER: Well, you told him that you had been 
talking to the bankers in New York. 

WR. BELL: You sort of intimated it that afternoon. 

R.:W.JR: 
it. 

No, what I said was just to sort of drop 

MR. VINER: He was embarrassed. 

H.M.JR: No, what I said to him was , I put it thi s 
way, "By the way, Karriner, what did they tell you in 
New York when you were up there seeing the bankers?" 

MR. VINER: Well, you had already told him. 

WR. BELL: He was very much embarrassed. 
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IIR. VINER: That ie enough. 

H.W.JR: I did it that way because Dan begged me 
either to say nothing or to do i t ~entl7, so I said it 
and I wrote a little note to Dan, Are you satisfied 
with the way I did it?" and Dan said, "Yes." 

Al l I said was, ~t did the bankers say to you up 
in New York?" (Laughter) Wasn't that a gentle way? 

IIR. BEU.: Yes. 

WR. VINER: You used a heavy sword instead of an 
axe. It was all right . 

H.W. JR: I didn't get angry. 

(Discussion off the record." 

H.M. JR: Well, I want to meet with me, aa I said 
yesterday, Viner and Haas and Buffington at this el even 
o'clock meeting, and why don't you fellows (Hadley, Wur.phy, 
and Lindow) begin drafting a little statement . It oughtn't 
to be more than fifty to a hundred words. You can start 
drafting something,• you see. 

WR. HADLEY: That is for press purposes? 

H.W. JR: Yes. The three of you have a try at draft­
ing something. 

IIR. BEIJ.: And I would stay &a far away as I could 
from hurting this tap issue. They wil l have that in 
mind in drafting it . 
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This is a copy of the memorandum received this 
morni~ from Allan Sproul relative to the Tre&Sill'1 
f inancing program whlch we discussed with you yesterday. 
I believe that it expresses in general the views of the 
Executive Committee of the Open Market Committee. 

Honorable Daniel W. Bell, 

Sincerely yours, 

(Signed) Warriner 

Under Secretary of the Treasury, 
Washington, D. C. 

Enclosure 
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ECCLES, CHAI IUlAN, 
FEDERAL OPEN llARK.ET COioii.IITTEE 
C/0 BOARD OF GOVERNORS 

This is the statement which you requested I send to you : 

"The general program.s suggested by the Treasury seems to 
us to be incompatable with the primary objective of obtaining 
the largest possible amount of fund s outside of the banking 
system. By pegging short- term interest rates at a low level 
or increasing the volume of excess reserves, or both, it would 
increase the inducement to the banks to invest in Government 
securities and lessen the inducement to other investors. This 
is the reverse of what we are trying to accomplish. 

I f the Treasury is not yet ready to decide upon a complete 
program for financing the war effort, and wishes to proceed 
step by step, we belieYe it should avoid t aking s~eps such as 
those now proposed, which in combination and by implication 
would seem to commit it to a program involving: 

(a) 

(b) 

(c) 

A pegged short rate of interest at a loiV level. 
The posting of a bill rate of .26 percent by each 
of the 12 Federal Reserve Banks would be such a 
pegging operation. 

Uaintenance of a large volume of excess reserves. 
An attempt to increase excess reserves in New York 
would almost inevitably involve the maintenance in 
New York and in the country of a larger volume of 
excess reserves than is necessary or desirable. 

Use of open market issues rather than tap issues in 
seeking funds from investors other than banks •.. 
A statement in connection with an issue of certlfl-
cates of indebtedness, stressing the fact that 
these certificates are of fered as a medium of 
investment for idle business funds would imply that 
this is the way which has been chosen to reach non-
bank investors . 

We would suggest that, for the present, and until a more 
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complete program of financing has been determined by the Treas1117, 
the most appropriate next step would be to increase the wee)c4 
offering of Treasury bills to at least $200,000,000 per week. 
If this were done, we are sure that the Federal Reserve System 
through its Federal Open Market Committee, would begin building 
up its portfolio of bills as soon as the rate reached .25 
percent and would increase its buying pressure until the rate 
reached .375 percent, at which rate it would hold the market, 
if necessary, until there had been a further determination of 
procedure in consultation with the Treasury. The explanation 
of the increased offering of Treasury bills would be the simple 
one that it is designed to give increased fluidity to the money 
marke t and to make excess reserves effective wherever they are 
located. 

An ~ffering of certificates of indebtedness could then be 
made in due course when additional funds are needed by the 
Treasury. If, however , the Treasury wishes to make some 
announcement concerning a future issue of certificates of 
indebtedness, at the same time that the Treasury bill offer­
ings are increased, this could be done. \Ve th.ink it would be 
better not to name the rate and maturity, however, but merely 
to state that the certificates of indebtedness would supple­
ment the increased bill issue in providing the money markets 
of the country with a type of obligation now lacking in suf­
ficient volume to provide the needed mobility of funds. 

It is our view that until there has been a further 
determination of a more complete program of Treasury financ­
ing, thl s would be the best procedure." 

SPROUL. 
3/17/42 
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l.!r . 
:Jr . 
l!r . 
J.:r . 
Mr . 

.L:cKee 
Eccles 
Viner 
liaas 

March 20, 1942 
11:05 am 

Buff in- ton .. 
Bell 
Sproul 

• 

H .~!. JR : I have r;iven this matter a lot of 
thouint, and I appreciate that you have, I realize 
the {ime that has gone into the thing. After having 
~iven it a lot of thousht and talked it over, and 
havine gott en your people ' a - how you feel - the 
last thing I ~;ot here was this letter which you 
{Zccles) sent to Dan, enclosing a tele~ram from 
Alan Sproul-- (~ __....~ ..::/' oo: o~>.._) 

~. ECCLES : That was the result of the confer ­
ence that we had Tuesday wi th your group over there 
and we asked Alan to send it dor.n, because if we 
could prepare it - we didn 't have time to send it up 
there and send it back a~ain, and he and Williams 
at;reed on this . 

1.92 

H.!:.JR: ~:ell t;etting the benefit of what Buffington 
learned in the fieid, I can tell you how r.e feel here 
in the Treasur y. \'/hat we would like to do as a starter 
le to start out and announce Monday that - what, a 
week hence? 

lnt, BELL : The f ollo11ing week, yes. 
' 
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H.U. JR: That we would offer seven hundred fift y 
million dollars worth of cert ificates, not incr ease 
our bills. If you gent lemen would concur, whe t we 
would like to ask the Open l.!arket Com.mi t tse t o do is 
this , would be t o keep t he bill rate appr oximately 
where it is, and to keep the long bond approximat el y 
11hore it is , If we a:e not satisfied with the r1a7 
the bill rates are go1ng, or if we are not satisfied 
T1i th t he way the long marke t is going, 17e will call 
you up and say· so. If after you have been doing it 
a while you feel that the situation isn ' t to your 
likinJ;, you call us Uf• \':e would like to ; et - and 
then 1f it went all r1ght - Just one other thing -
if it went all ri~ht , some t~e toward the end of 
Apri~ Tie nould offer another seven hundred fifty of 
certlficates . 

Then I have asked Bell to t;et out, if it i s {/''~ Ln- ~ 
mechanically possibl e, by tomorrow nightt a let te r l J..t •. qho 

to a thousand holder s of fifty thousand aollars wort h 
o£ "F" o.nd "G," asking thei:~ two questions . One, if 
we decide to ra i se the l imit to a hundred thousand, 
rtould they be interested; and t wo, what kind of funds 
\Tould they use to buy the second fifty t housand. '.'lhen 
those letters came back, we would analyze them, o.nd 
they would be available to you to analyze also to see 
who would be interested in t he second fiftr thousand, 
and whet kind of fund would they use for tnat purpose, 

~. BELL: ~. Secretary, we can get t hem out, 
and u could do scmewhere between ten and fifteen thou­
sand tooorror. ni &ht if you wanted to . Tnere are about 
a hundred and fifty thousand of series "G" holO.ers , 
and about fifty t housand of "F" holders . i"le could . 
put out between ten end fifteen thousand t anor row n1ght . 

n. :.!, JR: Woul dn ' t a thousand be as bood a s ten 
thousand? 

J,D\, Vllf::R: A t housand is as good as ten thousand. 
A thousand \'lould be an adequate sa.-.ple . 
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~~ . BELL: I don ' t think eo . 

Ja(. HAAS: I ~ould rather take f ive thousand any-
rray. 

:llt VIHER: i7ell , of course, five thousand i s 
better, but it is f i ve times as much--

WK. ~cKEE : If you take a thousand and spread theo 
throuchout the country--

~. HAJ.S: \';e could handle it, mechanically. 

i~l. VWER: I would se.y five t housand if you are 
just 1;0ing t o take t ne;n e.s they co:Be. One t housand 
1f you do sone sel ection here so as to &et distribution . 

H. !.:. JR: 'ilell, t ake a hundred for ee.ch Federal 
Reserve District . 

l:rt. VT'IE:t: \'/ell, I wouldn ' t do tha t . I v:ould 
rt.the r• weight it more heavily in those areas \'lhere 
there are more l arge funds . That would be a dis t or tion . 

JI .::. JR: Dan, you plus these people, plus any 
advice t he Federal Reserve will offer, I uould be glad 
to accept . i'.'orlt it out. 

~:R . BEll.: 'iie will put it out and have a letter 
for you t his evening after Cabinet to sign . 

H • .'. JR: Wor )j: it out so that instead of si~ting 
here and saying they are interested or are not lnter­
ested, they will sell securities or they won't, let's 
f ind out . 

J,nt , VI,~ ER : ·lfilton Friedman is an expert 
and he is in your st aff, isn ' t he, George? 

1::!\, HAAS : He i s in Blough ' s staff . 

on sampling, 

l:Jl. VINER: You mi~;ht ask him on this sample. 
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H • .!.!. JR: Well, any way they \Tant to work it out, 
just as long as you get a good sample. 

!.lR. McKEE: M.af I ask, are your present restric­
tions on "F" and "G ' on a calendar basis? 

m. BRLL: Yes . 

1$, UcKEE: And it is lifting t he lid on the 
calendar basis? 

n . ..: . .ra: Yes . 

J.:R. ELL: 
seriee July 1. 
contracts . 

H.L:. JR: 

!.::R. BELL : 

JI .H. JR: 

lilt. BELL : 

I think we would have to chan- e the 
It is on all of the bonds and

0
in t he 

Change it? 

Yes . 

As of when? 

July 1. 

ll. l.!. Jll : You couldn 't do this before July 1. 

~l . m:IJ.. : Not unless you put out a new series; 
and have the "F" and "G" run along, because the;r are 
i n t he hands of t he agents, being sold. 

li . i.i . JR: But you could do it? 

l:R. nr:u. : ·:re have got quite a supply. \'ie could 
have them r un on - we might be able to do it by regul ­
ation , 

H.:.:. Jn: \'!ell, Dan, cnn' t you do what you call an 
over-print? • 

l::R. BELL: Viell, you see, we havo {;Ot thousands 
of bonds in stock. 
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MR. McKEE: Dan, is there a fifty thousand 
restriction in the bond? 

1H6 

MR. BELL: Yes. When a man sends his bond in for 
redemption there is a place on the back, "I certify 
that I do not hold more than fif ty thousand dollars 
in the series "G" Bonds , " 

H.M.JR: Couldn' t it just be a regulation that 
anybody who bought a bond after the first of May, this 
year, that he is entitled to a hundred thousand? 

MR. BELL: Wel l, we are considering that now. 
Ur. Broughton is ~oing into i t . We would have to, I 
think, send a not1ce to each one of the holders that 
we have changed the limit, and he may disregard the 
certificat ion on the back of his bond when he redeems 
it, or consider the fifty to be a hundred thousand, 
or something l ike that. 

MR. McKEE: On all holdings after January 1, 
1912 . 

MR. BELL: That is r ight . 

UR. UcKEE: On your certificates that you propose 
to sell , what is it, a six months certificate at a half? 

H.U. JR: Well, what the boys were talking about 
was a half of one percent, and then price wherever it 
fell . 

MR. McKEE : Make the maturity- -

MR. ECCLES : The thing that would price it would 
be the support that the Fed gave to the bill marke~ . 
If we supported the bill market at the present basls of 
a quarter--

H.M. JR: Well, I said approximatel y. 

MR. SPROUL: The last issue went at a little below 
twenty. 
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L!R. ECCLES : Yes, so that if you - it r.ould seem 
to me that the certifi cates, of course, will be verr 
heavily over-subscribed. I would think that possib y 
the allot:~nen t, if you priced them' anywhere around six 
months for a hal£, that you would possibly get a ten 
to one over- subscription, that they would go to a very 
substantial premium in relation to the maturi t y, becauss 
tne difference between a ninety day bill and a six 
months certificate would not be very great in the question 
of inter est rate, and I nould think even a bill at three­
eichths woul d be very much less preferable to a six 
oonths certificate at a half, so my point is, if r.e 
support the bill market at around, say approximately, 
a quarter, it nould tend, it seems to me, to bring t he 
certificates down to around three eighths for six oonths 
or it Tlonld make a nine months certificate at a half 
oore likely i n line , so that that rate would be the 
rate that the Fed is creating by their support . That 
is what it e.11ounts to. In other words, rre vron't - we 
rrould be responsible, it seems to me, for r:hateYer the 
rate picture is as a result of the support . action and the 
excess reserves you have pumped in as a result of that 
ac t ion . That is one of the problems raised by this . 
Another i s--

lm. J.:cKEZ: Well, put it another way . You are either 
putting a pr snium on the certificates or you are penalizing 
the bil l rate i£ your differant ial i s going to be that 
great . 

l:R. ECCLES : Yes . llell, what you do, too, in the 
first place there are very few - t here are no t enough 
bills to operate in in the market if you don ' t put any 
bills out now for us to support - to buy any amount 
of bills is practicall y an Lmposaibilitl bec~use of the 
very limited amount of bills now out. That 1s one of 
the problems. 

!.!R. BELL : Won ' t some of theoc people that have 
been buyinG bills zo into certificates . 

~. :!:CCL!:S : I t hink they will do both •. The:r.~Y 
hold thei r bills and buy their certificates 1n add1t1on. 
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1!R. VI:n::n: If they hold their bills you don • t 
have to support t he bill rate . ' 

i.!R. ECCLES : I don 't think you would. I doubt 
i£ you would get any - I think your bill rate at a 
cuarter woul<i possi bly stay where it is. You would 
ncod very little support on it. 

UR. BSLL: Then if your certificate rate drops 
normall y to the three- ei&hths, you wouldn't care. 
It lli.:;ht not need e.ny support at all. 

!l.t' . JR: Of course, what concerns me .is not so· 
ouch this icmediate program as the loneer range pro­
~ran. This, of course, will be l arcely a bank operation. 
The banks will be the large holders of t hese securities. 

H.ll. JR: \ie don ' t think so . 

MR. ECCLES : Well, I think you vtill find - of 
course, a lot of business people will put bids in, 
but the banks will likewise put them in, so you will 
find that the business interests , because of the 
allotment - it may be they can 't get what they want 
of them, an!\ therefore, you will find that they might 
have a million to invest and only land v:ith a hundred 
thousand or two hundred t housand of an investment. 
The banks likeo.ise v;ould ge t only a part of l.hat ther. 
r.an t of the bills, e.nd then possibly go into the aarKet 
and try to buy them. 

H.ll. JR: Vi ell, J!arr iner, could I just i nterrupt 
a minute? There are two t hings that we have in mind 
to make it attractive to the businesses . If, for 
instance, we r:ere ~oing to have an issue, we thought 
\je Vlould announce 1 t maybe three days in adva~ce t hat 
the issue was going to come so that these var1ous 
businesses could call a meeting of their finrutce com­
mittee . Another thing that we might do in a case 
like t his is give everybody up to a million dollars 
subscription, anybody who subscribed, eive t hem up to 
a million dollars . 
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MR. McKEE: You won't have enough to spread it 
around on seven hundred fifty million dollars . 

MR. VINER: Go over it if it is necessary to 
meet that offering . 

H.M.JR: But, I mean, I am just - I mean to say 
anybody that subscribes up to a million dollars would 
get it, and as Doctor Viner says, "If there isn't 
enough to go around, let it go ovel'; and then if we go 
tbrouRh with this, we will have al l of next week to 
consult as to the rate and how long and the fact tnat 
the announcement will be out Monday and the people 
know i t is caning, it will give you a full week to 
price the thing. 

MR. ECCLES: The thing tnat I am very much con­
cerned about our whole financing proeram and have been 
for quite a while, of course, is the inflationary 
implication, and in looking at the Canadian picture, 
it only strengthens my conviction that we have got 
to change our approach, I think, to tnis problem, or 
we are going to have a continual growth of bank deposits 
that are already, canpared v;ith the Canadian picture, 
very excessive . · Here is the Canadian financing that was 
just done, a.nd they put out practically a billion dollars, 
started for six hundred million, left the market open 

for three weeks , and they raised nine hundred and e1ghty 
million, nearly fifty percent over, and they allotted 
a hundred percent to everybody. Everybody got their 
allotment, But they did that - the banking picture up 
there had eleven percent total reserves, while we had 
in New York here forty-one percent alone, just t he New 
York picture . That is their percentage . The Canadian 
deposit picture at the end of the year in proportion to 
the - ta~ing our national income is fifteen times theirs. 
Their deposi t picture was a billion six, or fifteen 
times that would be twenty-four billion . In other words, 
they would have had twenty-four billion if it would have -
on a comparable basis with this company in size and 
national income whereas we have forty-eight billion. In 
other words, at ' the end of the year we have twice the 
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deposi t and currency that the Canadians have at thia 
time, twice that amount, and as I say , they put this 
out by a great public dr i ve. We have increased the 
ban.k holdings or our securi t ies dur ing the past two 
years thirty- three percent of the total offerings 
going to the banks . Thi rty- three percent of the canmer­
cia! banks, that is . In Canada, sixteen percent ha~ 
bsen taken by the banks . I just don't believe we are 
doing the kind of a job that we have got to do to get 
our securities out in the public, and use the existing 
funds . I don't think we need at this time much of an 
expansion or bank deposits . I think that we have failed 
up to date to ~o the kind of a job tnat should be done 
and that needs to be done in order to get the existing 
supply of funds without expanding our funds at all that 
really could be done . In other r;ords, if Canada can 
ao what they can do, if we had just one- third that , 
v;e will- -

H.M. JR: Well, what Canada did, L!arriner, is some­
thing quite different. I mean, I am frankly - I mean, 
I think that money, bank deposits ana all the rest of 
that thing and excess reserves, as far as inflation 
goes, at each stage it has less importance . What Canada 
did, I just happened to have it, because I wanted it 
this aft ernoon, when Canada's prices - t hey are now as 
follows . They are approximately together . On the first 
of December they put a ceiling on everytoing, and they 
began to get a drop in the cost of living. If you want 
to look a t this thing, here it ia . 

!JR. ECCLES : You mean t nat freezing--

H.J.! . JR: \'/hat they did on the first of December -
they have licked thei r situation. 

MR. ECCLES : But t hey have done it through the 
banking picture because they haven ' t permitted the 
bank inflationa~y - the supply of money to be infla~e? 
as we have . I think that is n fac t or. Now, the Br1t1ah 
have done the same, and the Germans have done the same, 
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and I Jmov; there ere a lot of people bore that say the 
sup'Oly of funds is just not important. Well I know 
as !ar as the people i n the Fed are concerned we don't 
feel that way about it . We feel that it isn't all 
important, but we do think it is a factor of some 
considerable importance . 

H. ll. JR: Are you familiar with t hat Canadian pic­
ture since they have froz en it? 

l:R. ~eKES : Yes . 

ln. SPROUL : I think so . 

~~. ECCLES : Tney just stepped in and held waves 
and prices and everything. u 

H.H. JR: And then thel' got t he thing down and 
everything has begun to drop. 

1m. McKEE : !.!r . Secretary, the way I feel about it, 
you may be pushing yourself up against a terrific wall 
later on in this war economy Vlhich might be leveled out 
by now givint; it more force and effect to - engaging 
the present deposits in Government debt instead of sane 
of i t to the banks. I think l ater on as VIe GO down the 
road and around t he corner in t his economy that you are 
going to have a better average for rourself in your 
Governcent debt if we start ~iving 1t that punch toda7. 
I don 1 t Jmow that you can vral t six months or you are 
goinc to fi nd yourself up agains t a terri fic situation 
for the fut ure. ~ow, that is just a personal opini?~ · , 
~on, I may be just a hundred percent wrong, but I t~unK 
~f you are going to ~ive your good offices tormrd h !".ht ­
lng inflation as much as possi6le , you can ' t wait until 
it hits you in t he face . 

H.H. Jlt: Well John, I have 'triad to do everything 
that I can both through. the Treasury and through every 
other agen~y where I cou.ld give any help or they would 
let ~e 6e of any help on tho inflation . I just think 
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that under the present situation the money thing as 
I say, each day becomes of less significance as there 
are less goode to buy. There are same other factors . 
\',hat are you going to do with this gap, whether it 
is eleven billion or fifteen billion aollars . Unless 
a lot of other agencies do their job, no~atter nhat 
we do here--

l.!lt. ECCL!:.'S : Oh, I agree T.ith that . I e~;ree that 
so fer as the financial end is concerned t hat if you 
don ' t do sanethin~ with this labor thing,and this agri­
cultural price th1ng, and with the right kind of taxes, 
that--

H.ll. JR: That is v;hat I am trying to say. 

)~ . ECCLES: cut all I &Q sayin~ is - but let's 
us at least say we have done everything we can; and 
if the other fellow fails, it isn 1 t our responsibility . 

L:R. McKEE: 'ile can't wait too long to sop up that 
additional eleven bi llion dollars . That is what I mean . 

H.lJ. JR: I am ~ot asking. All I v:an t to do is to 
try this thing in April . And after I do the first one 
in April, then if it doesn ' t GO right and something 
happens, I 11ill change. 

1!R. ECCLES : Well, they will go right . I don't 
think for a minute, Henry--

UR. UoKEE: I ap~rove of - I thought you all had 
a cooplex because we aid use it after the World War, 
and it did produce in thet kind of econacy highe~ rates 
the r.ay it v1as done, but it wasn ' t necessary to ao that • 

H. I.I. JR: \'/hat has happened is, you have ~ot to be 
practical, and if I can run through my story, end than 
you can answer me if you want to . I know they are going 
to say, well, I am letting the bankers dictate to me. 
Well, I never have since I have been here, and the;r 
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haven't particularly tried to dic tate to me,· but 
unfortunately we have gotten off to a bad start on 
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this thing, and the bankers say to me in a very nice 
way, "Look what we have done for you on your Defense 
Savings Bonds , Look at the expense we have gone to 
and are going and are willing to go for you. You have 
not tried your 'F' and 'G.• You haven't put a campaign 
on yet for 'F ' and '01" which ie true . ''Let us try 
that before you put out a fixed issue which you exclude 
ua from. Now, we want to help you, but in this plan 
which bas been suggested to us, it excludes us, and r.e 
don't think it is fair . " Now, in this thing, I am 
perfectly willing when the time comes, whicn it hasn't 
yet, to crack down and say, "God damn it, take it and 
like it." I hope the day will never come . It will be 
a very sad day for me . But they come down in a very 
quiet voice and say, ~e don ' t think it is fair . Tell 
us where we have failed you. We have done everything 
we can. We are out a lot of money. We continue to do 
this thing. You haven ' t given the "F" and "G" the push, 
and let us give this thing a push and sop it up, but 
don ' t come along with these other two t ap-issues and 
say, 'We are excluding you.• We don ' t think it is fair." 
I can be accused of letting the bankers dictate to me; 
and in the room if' somebody wants to say that, it isn't 
going to bother me, but as I say, I think we got off 
on tlie wrong foot . 

Now, all I am saying is, I would like to try this. 
I still want to stay on a day to day basis . If after 
the first one the right kind of people don't buy or 
we don't get the money that I hope we are going to get -
I have got no assurance that tne corporations will. come 
in; and if we still don't get the kind of mone;y which 
the Fed wants to get, and the;y have a right to get, 
and if we decide to increase the other thing, then we 
will do something else . 

MR. BELL : In other words, ;you are-­

H.M. JR: Could I be any franker? 
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~. BELL : You ar e not excl uding tap- issues by 
this program. 

l: .i.~. J1 : I am not excluding anything. 

Jffi. McKEE: The only statement I nould like to 
cake in answer to that is that I don't think that that 
is the general banker opinion and approach to this 
situation of yours . 

l~ . ECCL~S : You mean the banker s that have talked 
to hi:n? 

L!R. McKEE: "Why cut us off?" I don ' t think that 
is the general approach. 

i.:R. ECCL'1:. : That is the :lew York banks • . 

rR. UcKEE : I don 't know wha t you can do about the 
out-of-pocket expenses on :f our Defense Savings Bonds . 
I have one suggestion, but I don't know whe ther you want 
to do i t . I think it oe.n be worked v1i thout any h1ndicep 
to you and supply you wi t h funds at an earlier date, but 
I don ' t t hink you will find that the general opinion of 
the banker, because we had our Advisory Council in, m d 
the Advisory Council agr eed to this program, and they 
represent twelve different districts in the ~nited States . 

I.!R. ECCLES : Bankers . 

ITt. McKEE: And t hey are ell of the banker mind, 

H.U. JR: I vtonder how they would feel if you asked 
tham t oday. 

:JR. :>CCLES : This v;as just last neek. 

~. SFROUL: Let ' s have no misunderatandin~ on that . 
They dian 1 t take it up ,v.nd vote on it and say, .• e do, or 
do not approve of thi s so I would rather not have them 
drawn' in and have them' come back and sa~j "Re didn' t agr ee . " 
I think i t i s clear that the Board of Governors and the 
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Open I:S.rket Caoani ttee , ar.d the presidents of the twelve 
r'ederal Reserve Banks all by affirmative action did 
approve and a~ree and endor se this progrwn . I think 
the Advisory Counti l discussed it; and as far as the 
people over t here could see, the majority of them seemed 
to be in favor of it . 

!l.l.!.JR: I l•ill r;ive you {Eccles) another one, 
but I y,o.nt tha t for Cabinet, if I can, that ciulrt about 
Canaua . George, ;-;ill: you furnish hie and Eccles with a 
copy and also llr . \.allace ancl. Nelson and Henderson? 

::a. ECCLSS : The primar; purpose of t he program 
r.ns to exclude the banker . The only reason in the 
world for a non-negotiable issue r.as to prevent wha t 
othen1ise would be a continued acquisition by the 
banks, ns has been the case in the past . In other v;ords, 
1'18 - the 11hol e i dea that t ne Fed hnd in developing that 
nrol'ral.l was, "Here is t he one r:aj· that you ce.it keep t he 
ban!ts lar~ely .out of t his thine and attempt to use · 
existing funds inst ead of creating ner; funds ," and the 
very oojection t he bankers r aised, of course, was the 
pri.t:la J•y pur pose of t he type of issue tnat was developed. 

,.:n. RELL: I t hini: their main point, !.:arriner, 
y,as th.a t -...ha t you e.re do i nc ~ere is tnking out of the 
r.arkot t hese funas t .!lat woula ;;o into t hese tllp­
issues • 

• ::l. ECCI£5 : The f unas r;o ri.;ht back to tne ::mrke t • 

• ~. nCLL: Leave the ban~s - no, leave the banks 
holding the bag as to t~e fluctuation of the market • 
.• e are there to support. the mc.rket • 

. m. EC1,LES : But we were goin~ to support the 
market. The idea was t hat the tnp- usues t o get the 
funds outside--

.. lrl . BELL: Viell, that was t heir poi nt , I understood. 

:Jt. ECCL:S: Their tJOint is, t hey a1•e thlnkinf; o~ 
the past and the underYII'l ting r.lll.rke t . They are thinkmg 

Regraded Unclassified



• 

206 

- 15 -

of the easy financing of the past . 

MR. BELL: You aaw what Guthrie said this morning 
about the dollar-a-year men who can' t keep their 
interests separated from the government. It isn't 
human nature, apparently. 

H.M.JR: Alan Sproul, you have been very quiet . 
V/ould you say something? 

MR. SPROUL: Yes. Mr . Secretary, I don 't think 
your program does enough. It doesn't put into the 
market a sufficient volume of short-term obligations 
to provide this mobili ty or fluidity of funds that we 
have been talking about. In so far aa you are success­
ful in selling these obligations or a la.rge part of 
them to corporations, to that extent it fails to put 
additional short term obligations into the market 
which will make your present excess reserves effective . 
In so far as it calla upon the Federal Reserve Systsm 
to maintain the present or approx'imately the present 
level of bill rates, I think you call on us to work 
against the kind of a program which we have had in 
mind, o.hich, frankly, aid contemplate some rise in short­
term interest rates which would create an additional 
inducement f'or non-banking funds to come into the market 
and which would reduce the competition of the banks with 
the non-banking funds for the existing volume of short­
term securities . So long as we maintain excess reserves 
at their present level or increase them and bold down 
rates, we intensify the competition between the banks 
and the non- bank lenders for these short term obligations , 
so that I think your program falls short in not putting 
additional bills into the market. I think it fall s 
short in asking us to support a rate on short term 
obligations which we think is too low for the purpose 
ot our longer range program now, and for m::t part, as a 
member of the Federal Open Market Co~ittee, I would 
only, recognizing that you have the full and f inal 
responsibility for the financing of this war, want to 
do that at request from you, and reluctantly and under 
a form of compulsion. I think you also have to look 
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ahead on this financing through certificates of indebt­
edness to what ia the next step. If we are to maintain 
or increase excess reserves, certificates of indebted­
ness that will be put out at at tractive rates fOU 
will have an obligation which may in the first 1nstance 
go to non-banking lenders , but there is nothing to keep 
it f rom drift ing back into the banking system. 

The banks talk in there - t alk oi' selling this to 
corporations, of having a call on the banks to come 
back and borrow on the obligation ii' the corporation 
finds i tselr in need of funds . It seems desirable to 
me that wh.atever we try to sell the corporations 
should have some holdback on its value turned into cash 
again, that there should be some retarding influence 
on their cashing it in which would be provided by the 
redemftion features of the tap- issues we have suggesteo . 
I don t mean to suggest by that that I think you have 
to decide immediately to put out the tap-issues, but I 
think ~ou shouldn ' t embark on a program which will 
militate a~ainst your adopting t hose eventually, which 
I think thlB low-rate certificate of indebtedness 
pressec sale on the corporations might, and I think 
we also have to look ahead through the war situation 
and the post-war situation, which goes into this 
question of whether it makes any difference bow much 
credit or bank deposits are outstanding . I agree with 
you it doesn ' t make much difference now as far as infla­
tion is concerned. Other things are much more important, 
but the volume of bank deposits we create through the 
war effort which are outstanding after the war may be a 
very important factor i n the inflation picture, and I 
think we have to start as quickly as possible on methods 
which will hold those down as far as possible, because 
they are going to increase very substantially at any 
rate , That also introduces the question of the neea 
for some haste. That is, if we are ever going to embark 
on a different program from ~at the banks say t~ey 
want, and the corporations say they wan~ 1 which 1s what 
they are used to, we have to overcome tn1s initial 
reluctance about it, this i nitial suspicion of it, by 

Regraded Unclassified



- 17 -

beginning to get them used to it now, because we 
haven't very much time . 
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H.M. JR: Well , I appreciate your frankness and 
as I have listened to these discussions now for' weeks 
or months, the fundament al difference between what 
you gentlemen represent and what I represent is the 
question of interest rates . 

MR. ECC~~ : Only in the short- term field. 

H.M. JR: Only in the snort term field . 

YR. ECCLES: And that is a difference of a quarter , 
whether it is a quarter or a half. 

MR. McKEE: And t he supply h&a an effect on you.r 
rates. 

H.1!.Jit: Now, I am perfectly willing to take the 
responsibility - I have got to t ake it anyway. As I 
have said before, we sit around and price something; 
and if an issue is a failure, I can' t st.y, "I did this 
because Marriner Eccles or Alan Sproul advised me or 
John YcKee advised me . " It is Henry Morgenthau, Jr . 
that goes wrong, so in -the final analysis; if the thing 
goes ~rong, I lieve got to take it anyway . I am not 
afraid to take it. I don 't do the tning lightly. I 
know if we decide to do this thing which I would like 
to decide t nis morning, that I wili get f r om you a good 
execution- -

llR. SPROUL: There is no question of that , but 
u I say- -

H.M.JR: •• • and loyalty on this thing. 

MR. SPROUL : No question o£ that , but as far ~s 
excess reserves and interest rates are concerned, 1t 
would be against my better judgment and my loyalty, 
and execution - while not effected, they would be given 
because you have the responsibility and have asked me 
to do it. 
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H.M.JR: Well, I am going to ask you to do it ri ht 
now, and what I would like t o do is, there are two thfngs 
which I would like you gentlemen to decide this coming 
week. One , is seven hundred fifty enough? Maybe we 
should make it a billion. How·many months? Interest 
rates . Also the question of a definite allotment of 
one millio~, maybe five million. I don't know. That 
could be dtscussed, how much these people want the 
businesses . Maybe one million isn ' t enough and they 
should have an allotment of five million with the under­
standing that t hey would get it. As I say, it can work 
~wo ways. If ~sk~ng you to hold the bill rate approx­
t:oately where 1 t u, and the long rate approximately -
I am perfectly willing to have you call me any time day 
or night and say, "MOrgenthau, it is impossible and these 
are the reasons whl, and I want another consultation." I 
reserve the same r1ght. If I am not satisfied , I would 
l ike a consultation. I want you to know that there is 
no thing here that we can't, after the first issue, sal 
"Well, we would like to go ahead with the tap issues. My 
mind is not closed on it except as to the first step . Also 
I want to see what we can do with the possibility of ex­
tending the F and G' s up to a hundred thousand dollars. 
Now, I haven't arrived at .this thing lightly, but this 
is what I would like to do, Marriner. 

W.ll. ECCLES: 1\ell , I feel just Hke Alan does . Of 
course it is your resoonsibili ty. All we can do is to 
give the best advice hat we have. 1.e haven't , of course, 
considered this thing U~htly either. We have been de­
voting an awful lot of t 1me and a lot of very serious 
thought and consideration for over - for a year and the 
final conclusions that we came to were not a ques tion of 
compromise and it wasn ' t that we were in agreeme~t. ~ t 
was a result of an analysis and a study of the s1tuat1on 
and what we conceived the problem to be and the best way 
of meeting it . We felt after we had done that, and it was 
done after considerable discussion with your boys too, 
we spent a lot of time with your staff; that then.we should 
present to you what were our views and of co~rse 1f you 
have some other views it is your responsibili t~ and we · 
will carry out whatever program the Treasury f1nally 
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decides upon,_r~alizing of course that they are taki ng 
the reaponaib1l1ty for that.program and we are merely 
ac t ing as the - to execut e 1t, but as long as we have 
our day in court, so to speak, and express our vieJs 
then if the decision is - whatever the decision is' ' 
we. of course will abide by the. decision and we wil i do 
whatever the Treasury feels should be done. I mean, 
as long as I am here that is certainly what I would 
want to do . You, of course, as you say, take the 
responsibil i ty and we do the executing. 

H. :J. JR: I will take the full responsibili ty. 
Does it upset you, John, at al l? 

~. lolcKEE: ~iell, what I would like to ask lOr . 
Secretary, is now your next move is c/d's . Do YoU 
now have in your mind that you are going to defer any 
increase in bills, even tax bills, until you see how 
the c/d' s go? 

H . i~ . JR: We feel here that v1e would like to do the 
o/d ' s first . The reason that I said whi le we were dis­
cussing going from seven fifty to a billion, we had 
originally planned i n our financing plans to increase the 
two hundred million a week so if we don't do t hat in April, 
we would be short two hundred fifty mil l ion dollars in 
our estimates , but all we here felt is that we would just 
do this one thing in ten days . 

MR. BELL: And then t ake another look at it? 

H.M. JR: And then take another l ook at it , but we 
would like to see what kind of a bill rate we can get 
before we add - I don't mean a bill rate, I mean what 
kind of a certificate rate we can get before we put 
out more bills. In other words, we would like to put 
t he certificat es out on their own feet and see what 
happens to the bill rate. Now, I don 't knov1. Maybe 
there will be just as much demand for the bills, and, 
therefore, the bill rate may stay where it is . Maybe :here 
will be less demand for the bills on account of o!fer1ng 
the certificate, and I just don' t know. As soon as that ie 
out and as soon as we see what baa happened, then I would 
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like to sit down again, immediately after the issue. 

MR. McKEE : Do you contemplate that this c/d will 
take the place of your tax notes to some extent? 

H.JA. JR: Tax anticipation? 

Mh. BELL: Do you mean tax anticipation or the 
tax date--

MR. McKEE: The tax bills - the tax notes that you 
have been sell ing in anticipation of taxes to tax payers. 

~k. BELL: Not altogether. There might be neople 
who will go int o these in preference to t he tax notes, 
but - who can't figure out their taxes , but they can 
always have their money invested. There might be some 
of that but we don't anticipate changing the tax not es. 

MR. McKEE : \'rell, 1 t l\irkit will effect the se.).e 
of them, Dan, because this wil l be more or l ess bank 
deposits . 

MR. BELL: It will ~et slightly higher rates , but 
not enough to make any d1fference. 

Mk. VINFJt: It i s marketable. 

H.M.Jk: One t hing that I hope is , just within the 
roo~ here, I hope we can present a uni tec front to the 
papers. Now, if you people feel that you hav~ to say 
something, t hat this is what I wan~ , you are JUst execut­
ing it t hat you don't ~elieve in \ t; then I 'IIOuld much 
rather'have a formal statement rather than have it leak 
out. 

!.ll\, McKEE: Do you see any necessity for any 
statement from us? 

H.M.JR: No. 

MR. McKEE: I don't either. 

Regraded Unclassified



- 21 -
21.2 

H.M.JR: But rather than read 1 t from the Wall Street 
Journal, I would much rather have a formal statement 
than to have it leak. 

MR. McKEE: Do you see any need of a statement, 
Alan? 

MR. SPHOUL: No . 

H.M.JR: I personally would feel very, very badly 
if there were any leaks . 

UK. ECCLES: I think that you are going to find 
if no statement is made that if the Fed gives substantial 
support to t his bill rate the market will put i ts own 
interpretat ion on it. They know enough about the whole 
philosophy here to - they will talk about it wi thout any 
statement whatever. Any of these financi al writers wi ll 
immediately make t heir own story. 

H.M.JU: I was going to give oqt something for Monday 
after you people had a chance to look at it, something 
along these l1nes . 

MR. BELL: I have copies here. 

H.M.JR: l mean somet hing along these lines . 

MR. BELL : This is on the cert ificates . 

H . L~ . JR: I haven't seen it yet . 

MR. BELL: It just came in. It i s hot off the type­
wri t er. 

H. M. JR: I would like you to take it ~ack and make 
any suggestions you would like to make on 1t. You see, 
l am taking the full responsibility there. 

MR ECCLES· Now this last where you say these 
busines~ funds ~nd so fort h, the market wi l l immediately 
make thei r own interpretation out of th~ t and the ~ 
this is a market i ssue. They will conclude, 1 think, 
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that your non-negotiable issue is out and they will 
see the Fed operating to maintain reserves and the 
whole question will be - the story .would be on the basis 
of that, t hat - just what Alan says in the f i rst para­
graph of his statement. This is the interpretation that 
the progr~ seems to be incompatible with the objective 
of obtaining t he l argest amount of funds outside of the 
banking system by pegging the short rate . That is what 
the conclusion wo:Jl d likely be. At a lov1 level, which 
would in· effe?t increase the volume of excess reserves . 
What I mean lS that you may well get some of your f inancial 
people that would write their ow.n stories on this . 

H.M. JR: Possibly. 

MR. ECCLES: So that I wouldn' t want you to con­
clude that there was a leak, because they might inter­
pret this . I would sooner, if t here was any such a 
chance of your get t i ng such an impression, that a state­
ment be made. I would prefer no statement, but I am 
saying if you make no statement there is still the 
likelihood--

H.M. JR: You wouldn't even say this? 

YR. ECCLES: I wouldn't ~e any statement except 
to this effect. I would cut the last paragraph. I 
would say that you are going to put t hi s volume of bi~ls 
out, that it is in conformi ty to the new law passed, 1t 
is what we have done before, and that it is s money market 
instrument to help to cr eate f luidity in the marke~, and 
atop . Because it really is. lt takes the place, 1n part , 
of bills outside the money market, is really what it does. 
It provides an instrUment fo r those with funds , wi thout, 
regard t o who they may be, banks or otherwise ; because 1t 
has a certificate and it provides fluidi ty to your money 
market in a manner that bills alone don't provide and I 
think I woul d say t hat, but 1 don' t believe I would add 
this last one "To provide a suitable medium of in­
vestment for ~urrent accumulation of business funds 
temporari l y thrown out of employment , • and so forth, be-
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cause I think the conclusion on that would be--

H.ti .JR: That we are not going to do a tap issue. 

1~ . ECCLES: I think ao . 

li . V..JR: That is fair . 

~. ECCl ES: I think they would conclude that 
right off the bat and I would leave that end of it 
out unless you have concluded that. 

H.M.JR: I have not. 

~lli . ECCLES: Then I wouldn't put that in. 

llli. McKEE: May I read a short paragraph that 
I jot ted cl own here to see if you see any sense in 
it? 

~. ECCLES: I would cut the second out. 

H .~. JR: Just one second, John, please. You 
would cut out that part first--

l.ffi. E•.CLES: I would cut that all out. "The 
Secretary said that he was reviving this finance to 
to provide a greater short term money market," and 
thts seems to be al l right .•• 

H.M.JR: Do you think that would be taken to 
mean we were shutting t he door on the tap issue? 
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Wt. ECCLES: I think so the way it was written. 

H.M. JR: I don't want to do that. 

MR. VINER: How about saying one medium fo r tap­
issues? What I was thinking was this, they might think 
the Secretary feels he is ln a jam and he has to go into 
these short term instruments. The only thing that saves 
this si tuation is to say--

MR. ECCLES: Everybody knows. l t has been generally 
concluded by the financial press and the bankers and 
everybody that there is not enough short- term paper 
In the money market t o provide fluidity. That has been 
one of the universally recogni~ed facts by the Fed, 
by the bankers , and the Treasury. 

H.M.JR: I think your suggestion is a good one, 
and let my boys digest it; and if they want to come 
back at you, let them come back at you after lunch. 
How is that? 

UK. ECCLES : O.K. 

H.M. Ja: If they are not satisfied, let them come 
back later, but I don't want to give the impression 
that we are shutting the door. 

MR. HAAS: I think it can be handled satisfactorily. 

H.M.JR: I think Mr . Eccles raises a very good t 
point and have another look at it; and if you have go 
anytblng else , go over this afternoon and see him, Dan. 
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MR. ECCLES : I would like to talk just a minute 
on this question of the long and the short rat e where 
our support would come in. I t hink that that is impor­
tant t o you. I would like to avoid an interpretation 
by the press or by the market that the Fed is under­
taking a pegging operation of this bill rate at around 
a quarter . I think that if we could be allowed the 
leeway between the present bill rate which went last 
we ek up t o a three-eighths rate so you have get some 
fluctuat1on with that as a peak and with the ether as 
a floor on this picture , that that is very much more 
in line with a half for certificates of even six, 
seven, or eight months. I would like to keep a relat ion­
ship between this bill rate and your certificate rate. 

H.M.JR: Could I say simply - you not ice I very 
carefully used the word, approximate. I would like to 
leave that to you gentlemen to use your judgement . If 
I am not satisfied, I would like to have the r ight to 
call you up . 

MR. ECCLES : Yes . Well, that is all right . I 
didn 't want any misunderstanding as to approximate. My 
idea of approximate would be with that as a top and 
with the other as a floor . Of course, you could always 
say you didn ' t think we are doing enough. 

MR. VINER: Well, would you want that much of a 
range for say a ma t ter of the next few weeks? We were 
thinking, I understood, of a range of that size in terms 
of a program for a year , but your range of freedom can 
be less for operations wi t hin a short period of time 
than f'or operations- -

J.!R. ECCLES: It would depend entirely upon the 
amount of purchase required. In other words, if it 
became necessary to do substantial purchases to hold 
the rate at a quarter, we will say, or even three­
tenths, I don 't tnink that we ou~ht t o purchase enough 
to give the appearance of a pegg1ng at some point there. 
Now, if: a very 11 ttle purchasing would bold it there, 
that is another thing. 
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H.M.JR: Haas, give Mr. Sproul that C•nadian 
study also, will you? 

MR. HAAS: O.K. 

MR. ECCLES : You can see that a large operation 
would be considered one way by t he market and a very 
small .mount of purchases--

H.U. JR: Well, l.!arriner, again you fellows study 
it and do wh•t you want , If I am not satisfied I 
will call you up; and if I am satisfied, you wo~ ' t 
hear from me . 

MR. ECCLES : All right, now on the long--

21? 

YR. SPROUL: Well, on that I think we ought to 
know if you are not going to be satisfied in advance 
if we let the rate go to three-eighths , then we haven't 
that leeway . 

H.16. JR: You have got the leeway. You set what 
you want and use your best judgment . You are in touch 
with the market from minute to minute, and I am not . 

MR. YcKEE: Are you going to make any att empt to 
keep the banks out by subscriptions, out of the c/d's? 

YR. BELL: It is suggested that we give preferred 
allotment to non-banking institutions. You can do that . 
I don ' t know whetner you want to start the pr•ctice or 
not. We have never done it, but we do have the authori ty. 

MR. ECCLES: You would have difficulty in New York. 
I think the best way to get at that - what you want to 
·do is get some of t he excess reserves out of New York 
and into the market, and this certificate, in the . 
absence of additional bill~ wi ll tend t o do it. Th1s 
certificate will make your excess r eserves picture out­
side, i t seems to me - give it more fluidity. And if 
you should make your al lotment on the basis of a million 
or two million, some point, it will cover a lot of the 
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15111aller, middle sized banks that may come in this way 
that otherwise wouldn't come in, who have got excess 
reserves . 

MR. McKEE: What about allotting it by Federal 
Reserve Districts according to the excesses. 

MR. BEll.: You can do the.t . As e. matter of fact 
when we sold our certificates during the last war we ' 
gave quotas to each Federal Reserve District based on 
the capital structure of the bank. 

MR. YcKEF.: The thing that worries me, if you have 
some restrictions on the subscriptions of these c/d's, 
you put out, sa~ seven hundred fifty million, and all 
the present bidders of billa get their quot.a under that. 
\Ve are going to have a problem to roll over your bill 
program at a quarter of one percent . 

H. Y.. JR: Well, I think that is a very worthwhile 
suggestion, and I think it should be looked into, and 
also the suggestion which I threw out which I don't knoYI 
Ylhether it is worthwhile, to have allotment of one mil­
lion or two or three or four, whatever you think would 
be right . 

MR. ECCLES : The allotment both as to amount and 
maybe by districts, 

H.U. JR: Yes . And then you have got all of next 
week to study that . 

MR. ECCLES : Now, on the long market, I.wou~d ~ike 
to mention that . Of course at the present tune 1t ls 
riding along in very satisfactory shape, and there is no 
reason to think tnat it won' t continue to; but if for 
any reason it shouldn 't~ the question is, where should 
the support - should this be an attempt, for instance, 
on the i67-' 72 's or on the 2' a where we had the prob­
lem before. The. t five hundred million of 2' s ~as the 
problem at the last issue you remember. The d1fference 
between 'the 2 • 8 and a quarter that was put out in the 
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las t issue and t he ones put out before the 2's were 
r ight on the par market all the time, and we bought 
a substantial amount of 2'a . Now should we at this 
t ime - the least weakness in the market - those 2's 
will press r ight on par . 

219 

H,t.\ ,JR: 
aHe t o you. 

Thi \,.is mr thought, if it would be agree­
You have got kind of a curve, haven't you? 

v.H. ELCLES: That i s right. 

H.U.JR: ~ thought is to keep that curve approx­
imately where i t is . You may get a break here and there, 
but I wouldn't take the l ongest and try to hold that 
and l et everything else fal l by the wayside, if that 
would be agreeable to you gentlemen. 

Mh. ECCLES: Is there anything sacred about par, 
for ins t ance, on the '67's or the--

H.~!. JR: No t as far as I am concerned. 

l.lli. I:.CCLES: That is what I wanted: 

H . ~.JR: My thought is simply, that curve is the 
line and 1 would like to hold it wi thout having a break­
through, using a military term, and have - or try to 
hold the end, and have t he whole thing sag. I don't 
know whether you (Sproul ) agree with that or not. 

MR. SPROUL: I would say that the 2's of ' 51-' 55 
which are definitely out of line could fall below nar 
and still maintain that line whereas two and a hal~s st 
'67- ' 72, all this - t his is much less l ikely with the 
lack of long term obligations in that market, they might 
fal l bel ow par slightly. But the line, nevertheless, 
would be maintained. 

H.ll. JR: What I am asking you in this case, is 
that unreasonable to keep the curve approximately? 

MR. SPhOIJL: No, it is not. 
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H.U. JR: Is that the way you would like to do it? 

~ffi. SPROUL : Yes, with t he possibili ty that certain 
iseuee might not be held at par. 

H.M. JR: Oh, I won't fi ght with you on that, I s 
that all right with you, Marriner? 

MR. ECCLES : It is all right with me . Let me make 
this point though, that in watching that market if one 
issue gets out of line, it doesn't stay out - the arbi­
tration is such tnat the marke t itself pretty well 
adjusts it. The real points are a t the bottom point, 
ana the top point, and that line doesn't - can't sag, 
because the minute sametb1ng gets out of line, it i s 
a very short time--

H.M. JR: Well, that would fall into what I am saying 
here. You keep t he curve approximately where it is . 

MR. ECCLES : Yes . Well, al l I am interested in, 
Al an, is that this peg out here is - my idea is to 
approximately figure that two and a half is the long term 
rate, and that i s, for instance, t hat the '67-' 72 1s is 
the longest two and a half that we have got out . There­
fore that is your bench mark at the present time . I 
woul~ like to feel tr~t there is some leeway in that 
market of say two or three points, from ninety-eight 
or ninety-nine up to a hundred and one or a hundred 
and one and a half, so the t the market does not get the 
impression that that is a demand liability a t two and a 
half that i s t hat we are pegging it at two and a half 
so that they can cash it in on de~and and always get 
their money. 

H.JJ .JR: Well, I don ' t think - on a week to week 
basis you need two or three poi nte leeway? 

MR. ECCLES : I don ' t think at the moment you do, 
not in a week, no . 

MR. SPROUL: But as a profram that may go on from 
week to week until it extends nto months. 
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H.M. JR: Oh. 

MR. BELL: They are thin.king o£ a long- range 
program here, and I thought you were t alking about 
Just a ehort- range program until we get to this long-
range program. · 

H.L!. JR: I was. 

J.:R . ECCLES: Vlell, I would think that during the 
next week unless something certainly unforesesn should 
develop that caused another problem - then we would 
have to have a conference and decide what kind of a 
supporting operation had to be given. That wouldn't 
be a normal market picture. 

H.M.JR: But on a week to week thing certainly 
it couldn't vary two or three points. 

MR. BELL: Unles·s you have a shock o£ some kind. 

H.M.JR: Then it is a special situation. 

MR. YcKEE: Yr. Secretary, I am just a lone eagle 
on this part, but I would like to express my opinion, 
which I didn ' t have an opportunity the last time we met. 

B.U.JR: It was passed on to me. 

IJR, llcKEE: And that was the fact that I think 
the numbere of holders of Government Bonde, not the 
quantity but the numbers, do not figure on a yield 
6asis. They figure on a coupon basis . !nd I know from 
contacts with small bankers throughout this country 
that they have always expressed the opinion that when 
it gets below par t hey get soared and their boards get 
scared, and I am ~ery much impressed. I think the mis­
takes that were made were mistakes subject to conditions 
that we couldn't foresee, and we have got them, and we 
have got to live with them, and I for one am a par man. 
I just wanted to - and I do find myself alone. 

Regraded Unclassified



222 

- 31 -

H.K. JR: Well, normally I r1ould be with you. I 
am trying not to be arbitrary or unreasonable . I 
would like to have my own way as to getting started. 
I don ' t think it is f air to ask for my own way to get 
started and then also to have i t as to how t he Open 
Market shoul d carry it out . I think that that woul d 
be unreasonable, and I am trying not to be unreason­
able, so I am asking for t ham to give me a good dis­
cussion, but leaving it to them how they do it . I mean, 
I don ' t think I can have both . 

YR. ECCLES: Well, you are leaving it to us, but 
at the same time it is important, because the things 
are tied together. Your program is tied in very closely 
with our - and our discussion--

H.M.JR: But, Yarriner, what I meant was, if I 
said you have got to hold it within these limits and 
you can 't do this and you can ' t do that, then I woul d 
put in so many restrictions that it m&kee it - well--

MR. ECCLES: Of course, you freeze the situation. 

II .U.JR: Yes, I am t rying to be as reasonable and 
fair as I can . 

UR. ECCLES : Well , we can freeze it, but that isn 't 
what you want . You are willing to have a market -
reasonable market and normal operation with the proper 
kind of support. 

H.U. JR: What I am asking is, I am taking the 
responsibility for this, but as to how to carry out !he 
objectives, I am putting it up to you f ellows to do 1t. 
Is tba t fair? 

MR. ECCLES: Is tha t clear to you, Al an? 

H.M.JR: Is t hat all right ? 

WR. SPROUL: It i s clear and fair . I wi ll stat e 
it as I understand it . You are going to put out 
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approximat ely seven hundred f ifty million dollars of 
certificates of indebtedneae early in April, during 
the week of April seventh. That ia without commit-
ment aa to fur ther issues of Treasury billa, it is 
without commitment as to later use of tap-issues if 
you decide that is desirable. Our commitment or our 
part in it is to the best of our ability, and as we 
think, is best to engage in operations in the market 
which will prevent the bill rate from going up too 
rapidly and t oo t ar, and we interpret that at the 
present time subject to future diacuaaion wi th you as 
putting an upper limit of three-eighths on our operations . 

KR. ECCLES: Supporting in the interim, though. 

MR. SPROUL: Supportin~ in the interim. That 
everything else is subject to fut ure determination 
after we see how this move takes, except that w1th res­
pect to the whole range of Government security prices 
you want t o see that general curve maintained wi thout 
insisting that ·individual i ssues be maintained at par 
or any specific figure. 

H.M. JR: That is right. 

MR. ECCLES : That is agreeable to me. 

H.M. JR: Well, I thank you tor your spirit and 
cooperation, and say a little prayer for me. 
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Can&d1an 1nt lat1on-gontrgl program. 

On December l , 1941, arter preTi"u• unaucceaat'lll attemota 
t o c ~ntrol orices, Canada nu t into et't'ect an OTerall orice · 
ceilin~ aa nnrt or a t'ar- reaohing orogram or inflation control. 
This 5-nart nrogram oonsista or (1) a genera l ceiling on re­
tail ~rlc e e, with limite~ exoeptiona, (2) a ceil i ng on wagea 
and anl ariee, suoolemented 'by ooat-ot'-llving 'bcnuaea, (3) our­
tnil~ent or public spending through taxation and war aavinge 
•rcgrL~a , (4) a eystem ot industrial allocati ons, with oro­
aoective consumer r at i oni ng, and (5) au'ba i di ee t o producer• 
o~ esstntinl t'arm product s , t o maintain euooliea without in-
crensin~ coats to ooneuaera. · 

Whi le it 1a ~ro'bably too early to determine the errectiTe­
nesa or the Canadian pr ogram, a l eTell1ng-out or the Canadian 
coet-ot'- l i vlng index and 1ndex or retail r ood p r i ces since 
Honmber 1941 ma7 be e1gnit'1cnnt. The attached chort ahowa 
the official Canadian coat-ot'-liTing index and the index or 
r etail r ood prices, 1n comparhon wi t h a11111lar ot't'1clal 1n­
dexea t or this country. ror c ~mp•ra'bil1ty, 'both are conTerted 
to an August 1939 base. 

The Canadian t' igurea (aa ot' the let or each month) abo• 
that the coat or living index in February waa 0.5 percent 
lower than laat November, and that the index or retail rood 
oricea waa l . S percent lower. (The Order in Council eata'bl i ah­
ing oe111ng or1oea was ieaued NoTember 1, the 'baae period tor 
the ceilinge. having been announced on October lS,) Pigurea 
tor the United States (aa or t he 15th or each month) show i n 
the same oeriod a rise or 2.2 per cent in l iTing coats and 
a r lee of 3· 3 l)eroent 1n retail rood pricee. 

The Canadian price cei ling i e eaaentially a rigid ceil­
ing on retail ~rices, aoolying t o all coaaoditiea (unleae 
soecir i cally ·exemoted) , to t welTe eeaent1al services, and to 
the r ental or all real oroperty. A maJor adm1nistr at1Te 
problem ia the • rolling back" or aqueezea 'between r etail 
nr1caa ~nd 'baaic coats, which i a accompli shed in l)&rt 'by the 
oayment or various Government au'baidiea. 

At tnchment 

Regraded Unclassified



COS T OP LIVING. U.S. AND C ANA DA 

... ... , 
120 

110 

lOS 

100 

,_ 

11$ •• 
• 

llO 

12S 

120 

liS 

110 

Ooet of Ll YIIIC 

If -... I""' 

I I 

• • • • • 
I 9 31 

-.. 8otal1 

(\ 

~$T 1939 .. 100 

~ 
(JDL. IYa. or STAT.)' 

• 
• 

_/ 

- -
I 

• • 
It 4 0 b " 

0 

~ 

(M. 06 Su.T."' 

--;_;__ 

/ / V' 

/ 
'-u.s. 

(ll.~.s.) 

. I I 

• • • • • 
1 9 4 I 

/\ 
r' . r·· 
I ~ 

1/ 
J -; 

.... //'' ~ 
~,u.s. 

I:"--
(8.1 . .S.) 

lOS 

100 

11$ 

7 

• • 
J • • J • • 

1 ')' 

• I 

J • • J 

1 '4 0 

. ' ' I 

• • • • • • • • • 
It 4 1 

• • ... , 

.. . ... , 
120 

liS 

110 

lOS 

100 

!IS 

0 

llO 

12S 

120 

liS 

110 

ICILS 

100 

c .. 412 Regraded Unclassified



TREASURY DIPAR!XEIIt' 
v .. hlngton 

rot! RJL!ASE, MORNING NEVSPAPilRS, 
Kond-'h March 23, 1942. 
J721 

226 

ireu SeMloe 
No. 30:83 

secretary Morgenthau ea1d today that he eJpeote to otter 

two ueuee ot oert1t1oatea ot 1ndebtednen during the month ot 

Apr11. '!'he t1ret 1uue will be ottered 4ur1ng the week ot 

Apr1l 7. 'l'h1e 11 the t1ret t 1me that thll torm ot lnatrument 

./-- llb1ch 11 Umlted b7 l aw to a maturlt:r ot one :rear -- hae 

been offered ln the market by the Treaeur:r e1noe 1934. 'l'he 

new oertlrloatee will be redeemed 1n oaeh at ~~atur1t:r and wlll 

carry no exchange pr1v1legee. 

The Seoretar:r ea1d that theee ehort- term eeour1tiee will 

prov1de a greater tlu1dity to the money market, and will aleo 

eatUfy the demande ot thoee bu81neee fund• which prefer a 

abort-term marketable eeourlty wlth an lntereet coupon to 

d11count eeour1t1el euoh a• 'l'reaeuey billa. 

-ooo-
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Propoaed Preas Stateaent t or the 
Secretary or the ! reaeur,y 

an 1eeue or oertiticates or 

'l'bia ia the tirat time that 

indebtedness OUI&& U-. in April. 
. ' ' . '' . 1'1 

this f orm ot i nstrument -- Which 

1e lilnited by law to a maturity ot one year -- has been orrer ed 

1n the market by the Treasury einoe 193~. The new certificate& 

will be redeeud 1n cash at maturity and will carry no exchange 

privileges. 

! he Secretary said that he was reviving this type ot 

nnanoing _.,., •• ,..._I '"!If ..,, -••,..••••a~?..:· { ~'r to- provide a liu1 table 

.med1um ol-1nvoetment tor ~nt axmamuJ .,1ons-ot-bu8!ne&S"" tundl 

r~e~~n•; ena, · esonA, to provide a greater fluidity to the 

short-term money market. 
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TREASURY DEPARTMENT 

INTER OFFIC E C01o04UNICAT10N 

secretary Morgenthau 

George Buffington Qh . 

DAft March 20, 1942. 

In my d i scussi ons with officers ot fifteen cor pora­
tions in New York and Chicago, I round a desire to cooperate 
with the Treasury i n whatever financing program is finally" 
adopted. Whi le the corporations interviewed represent a fair 
cross-section ot industry, it might be desiraole to extend 
the investigation to medium-sized oorporat1ona to ga.in an over­
all impression of business. 

Apparently little has been done in recent years to 
educa te corporations to think in terms of bills and certificates 
ot de bt, Most of the corporations, however, with whom I talked 
oreter fixed maturities and fixed rates or i nterest oecause 
~hey have schedules or fu ture cash outlays and prater to have 
~aturities coincide ~~th their requirement s . Generally corpora­
tions with funds available are interested in cert1t1cates or 
debt running from six to nine montho with an interest rate or 
one-half of one per cent. 14any or them are also interested 
in ninety-day billa. 

Wherever coroorations have surplus cash and where 
their needs are indefinite, there seems to oe a good deal or 
interest in tap issues; however, it would appear that the 
~~ount or idle funds available tor this purpose may have been 
ao~evhat over-estimated. Be!ors making a tinal decis~on aoout 
crter1ng a five year tap issue to corpora ti ons, it m1gat be 
desirable to examine further the requirements or ous1neas. 
Several corooration officials expressed a desire tnet the l i mit 
on •r• and 1G" bonds be lifted aoove 50 , 0uv annually. Toe 
opinion was also expressed that in certain instances co:pora­
t1ons ~1ght sell general market securities in order to ouy tap 
i ssues, thereby £dversely aftect1ng the general market . 

Under existing conditions the demands or industry 
tot• increased working capital indicate that many corporations 
will reabsorb idle runds in t he oonduo~ or their business 
during 1942. 

There will fo l low a detailed report of my various 
interviews . 
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Karch 19, 1942. 

RE: INVESTMENT OF IDLi BQIINESS FUNDS 

I talked yesterday, March 18, with the following company 

oftlclala at the ottioe or the Federal Reserve Bank or Chioagb: 

l~r. A. B. Keller , Vioe President 
International Harvester Company ' 

Mr. li . D. Gale, Vice President 1n Charge ot Finance, 
Comoonwealth Edison Company 

Mr. Ellis Taylor, Vice President 
Mr. Robert Laacelles, Treasurer ' 
Pull man Company ' 

l~r. !(ark Kemper, 
Lumbermen 1 s !(utual Casualty Company 

Hr. James Cox, Vice President , 
William '1/rigley, Jr., Coopany 

Mr. W. B. Traynor, Vice President and Treasurer, 
Svitt and Company 

Mr. R. E. Clarke, Treasurer, 
Standard Oil Company or Indiana 

Mr. w. L. Templeton, Treasurer, 
Q.uaker Oats Company 

!ir. Willard N. Boyden, Vioe President, 
Continental Casualty Company 

(1} International Harvester ComPanY• Inasmuch as their 

working capital requirements vary trom time to time, t hey prater 

oaturities one year or less. Mr. Keller s tates that they are 

prt~arily interested in billa and certificates ot debt because 

they can buy them with maturities to meet their needs. At the 

present t ime they hold a substantial amount or billa in addition 

to $30 million or Tax savings Notes . It t he volume of business 
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con~inues t o inoreaee at the present rata, tba:r v111 let aome 

da~ur1tiea run ott to produce additional working oap1tal tor war 

work. While it would be a deviation from their estaol1ahed 

prao~ioe, they would buy tap 1saues tor pension funds it asked 

to do so. 

(2) Oo!U!!lonnalth Edison CompanY. Hr. Gals stated that the 

ooonany is carrying at present $?5 m1111on construction funds . To 

date ~hay have not i nvested in Government securities with maturitiea 

./ longer than two years . They wo11ld be very much interested 1n buy­

log cert1t1oaue ot debt at 1/2 ot 1 per cent with maturities be­

~veen six and nine monthe . Edison ie holding $20 million tax notea. 

They are anxious to cooperate with the Government and hope that the 

bill rate will be high enough in the future to permit them to make 

expenses of handling after taxes. 

(3) Pullman CompanY. The company has preferred in the past 

to ouy general market issues maturi ng beyond two or three yeare. 

Since the company has reduced ita outstanding capital stock, their 

funds available for investment nave decreased materiall y. Since 

1933, ~he company has spent a total of $40 m1111on tor nev care . 

In ~he future they will probably acoum11late r enewa l fllDds ot 

around ~? million annll&lly wnioh it may not be possible to spend, 

due to the scarcity ot certain materials used i n the construction 

ot the new light-weight cars. The company will buy some certlfi­

cates of deot but is inclined to poatpoa•e extended purchases until 

rates are more favorable . 

They asked about t he possibilitY of lifting the limit ot 'F' 

Md 'G' bonda above $50 ,000. 
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( 4) Lurp.bt Nen 1 8 Mutuel Oaeue)ty COIPI!ll • The COIIPaJI,Y 1a 

holding ~20 million billa and approxi mately $5 ai lll on long- term 

Government securities. They will continue to buy billa and oer­

tiflcates or debt. Whenever commercial paper rates go to above 

1/2 of 1 per cent, t hey are buyers or paper maturing t rom six t o 

twelve months. 

(5) ';1111181!1 Wriglev and Qogpany. With present taxes running 

last yea.· to h million, the company aeea little prospect ot having 

~ldle runde tor i nvestment unless sugar restricti ons l ead to l ower 

inventories. They are starting now to buy tax not es in anticipa­

tion or next year's taxes. They are glad to coopera te 1n any 

~overnoent progr am and hope t hat the rate on bill s and certificc tea 

or deot will cover expenses ot handling after payment or taxes. 

(6) Sw1tt and CompanY· Unt i l recently, Swift and Company 

has had excess cash balances as hi gh as $30 million. Increases 

ln hog prices last year caused the company to borrow from 1 te 

nank. As t nie inventory 18 processed and marketed obey will re­

duce bank loans but will prooably not have s ubstantial idle ruode 

availabl e ror purchase or Government aecurl tlea. 

1n tap issues tor pension tunde . They asked about l ifting $50 , 000 

11~lt on •r• and •G• bonds , 

(7) Standard 011 CompanY or Indif!.Oa. The oompany has approxi-

mately $60 million invested 1n United States Government securltlea- ­

longeet maturit i es 1945, The present 1ndioat1ons are t hat 1noraaaed 

l b bi <.!15 million ot idle 
vo utne or business will necessitate a a or ng ., 

runde i n their opera tions during the next six o~ eight aonths. 
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bueineee cont i nues to increase at present rates, inveat~ente will 

prooablY deoreaee further. They will buy eo~e t ap issues but they 

l1le the flexibility or definite ~aturi tiee at fixed i nterest ratea. 

They would be interested in bi l ls maturing six to nine months at 

1/2 per cent . 

(8) Qu&ker Oats Oo~. In recent years, the company has 

had up to $16 million in idle fund s invested i n Government aeouritiee. 

Funds available tor investment have decreased to ~7-l/2 million 

recently on account or higher oaterial coste. Because or the 

osture or the business, the company would prefer abort paper 

Qaturing during last quarter or calendar year. Bille are not 

particularly attractive on account or the yield; six to nine 

1cnths certificates or debt at 1/2 per cent would oe attractive. 

They are interested i n t he idea or tap issues but think that type 

of security is not as attractive for their purpose. 

(9) Continental Casualty Company. The company will buy billa 

and certificates or debt for oasual~y company; lite company con­

tro lled by ea~e interests already oo~mitted to invest 75 per cent 

or their available runds in long- term Governments. They are now 

buying 2-l/2'e or 1967-72 but will buy t ap issues if ava1lable 

aru1 tho Government desires them to do so. 

I talked with the following company oftioials at the 

office or the Federal Reserve Bank or New York on March 19: 

Mr. J ohn Morton, Treasurer, 
Singer Manuraotur1ng Co. 

Mr. J. Crane, Treasurer, 
Standard Oi l Company or New Jersey 
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Mr. Ar\hur Surltup, Treaaurer 
U. s . R11bber Co~~pany • 

Mr. John Raasch , Exeou\iYe Vioe Preaiden~ . 
John Wanamaker 

)!r, (}, L. Edwards, Treasurer, 
U. S. Steel Corporation 

Mr. F. T. Fisher, Treasurer, 
Corn Products Company 

233 

(1) s~nger Man11raoturing CompanY• The company holds $68 

a1111on Gove rnment aecl.lr1\iea--l ongest mat11rity September 15, 1948. 

In addttlon, the company holds $28 m1ll1on Canadian bonds. 'l"n1a 
./ 

Cund baa aocl.llllulated as their operations in foreign countries ha\'l!l 

contrt oted. Present i ndications are that the ooapany will no t 

absorb th1s fund in the operation or t heir ousinese unless they 

are asked to do a aubstant1fl.l e.mount or war work. They would bl.lY 

six to nine months certificates of debt at 1/2 per cent . Inasmuch 

as tne investment aooo110t has been orea~ed tor the purpose of ex­

panding foreign operations after the war, they do not particularly 

require short-term investments. They would be very much interested 

1n f1 ve year tap issues. 

(2) Stan4ar4 Oil CompanY ot New Jeraex. The company baa ap-

prox1~ately $100 million in Government seol.lritiea. Their total 

cssh and investment acco110t 1e d1v1ded approximately as follows: 

cash 
bills 
other Government obligations 
r110n1ng rrom one to t1ve years 

The company holds large balances tor operating subsidiaries 

and since demands rrom these auba1d1ariea vary, t heY would prater 

continuing to buy billa and certificates of debt. So far this 
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year ~heY have bough~; ~prox1aately $10 ll1ll1on Tax Savings Notea 

and by June when they can e sttuu 111ore accurAtely their taxes 

ror the ourr en t year , will undoubtedly inore&ae tbia amount , 

(3) United States Rqbber Company. The oo111pany hae approxi­

mat elY $10 mill ion surplus cash on hand whi oh they woul d invest in 

bi l l s and certificat es or debt. It t he oompany should aoquire -addi~1onal i dl e tunds not ~eeded in t he business tor an ext ended 

period, they 111ight ouy i n their 8 per cent pr efer r ed s t ock or 

redee~ ou;a;andi ng bonds. Anxious to coopera;e with the Govern~~~en t 

ln any f i nancing progr am. The c ompany acquired las; yeu ~'9 llli llion 

or Tax Savings Notes agai nst a $16 lllillicn ;ax l i abi li10y . The 

!irs~ ins10allment or tax t his year vas paid by present ing 50 per 

cen~ notes and t he balance in cash. 

(4) Jobn Wanpm&ker. The co111pany has not been educated to 

buy cer t ificates or debt or bills. They bel i e ve both issues de­

a1rable t or t heir purpos e and would look f avorabl y upon tap i ssues 

ror inventory reserves . They have several million dollars in 

excess cash avai labl e . Mr. Raasch i ndicates ~;hat t hey are possi bly 

ln a little easier positi on t oan so111e ot their co~peti10ors due ;o 

the tact tha t they have never relied on bank bor rowings to car r y 

1nven;oriee . He thinks any plan the Government may develop •o 

utilize exoeee businees runds is advan t ageous and he i s glad 100 

coopera;e , 

( ~ ) 'lh& U.S . Steel corooration. The corpora tion has maintained 

a policy or not i nves ting idle cash r eserves . At the presen• time 

they have appropriated trom surplus approximately $180 million 

wb1cb wi ll oe paid out probably within ; he next eighteen 111ontba . 
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3eC&U88 of tar-!lWig operations 1 the ClOmpan:r Clai'r1ea seven buodred 

bank accounts in tour huodred banks throughout the ClOWitry. lihUe 

act1on with respeClt to changing their present policy would nece1 -

aar11Y have to have the approval or the Finance Committee, Mr . 

Edwards expresses the personal view that he thought the company 

would ()ooperau in any Government program and thought they could 

ouy b1lla, certificates or debt, and tap i aauee. Their schedule 

of pay~ent $gainat this appropriated surplus is sufficiently 

~lex1ole to permit the purchase or a tap ieaue, with a thirty-day 

re4e~ot1on provision. 

(6) Corn Pr9duc;s Compaox. The company has approximately 

;25 million Clash on hand, part or which may be absorbed in the 

operation or business during the next year. The company will 

undcu\>tedly have to defer some maintenance thereby accumulating 

add1t1onal funds. They will buy $7-1/2 million tax notes 1n 

nn~1c1pation or this year ' s taxes but would be very much in­

terested in bills, certificates of debt, and a five-year tap 

issue. They are enthusiastic about any proCledure Which w111 

nelo the Government oarry out ita financing program. 
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Jliiltif Jal lliica .w:>lll! SU~~auiib 
J.llll AJ'D LOOA!lC:. OJ JAB IACII lAD Oji !0 ~JCDI 

IOJSCil'U OJriDI) 2/13/~ 

1 (:ball J atioo.tol lpk, lw York $100,270 , 000 .100 . 000' 000 

2 JaUoD&l 01\7 Jpk, low York 77.500, 000 77 . 500,000 

} 11oorant7 'h-ut Co., lw York 13(),000,000 10,000,000 

~ !alii< of Aaerica 1.!.6 II.A. , 
Su hanchco 61 , iloo,ooo 6o, 700,000 

veuuuotal ll11ao1o 1 / 1 ' !r. 
0ollpaaT. Chic.c<> 50 ,000,000 50, 000,000 

!aol<oro !rut Co., low York 37.500,000 25,000, 000 

C.otral laooYor 111<.6 !r. Co., 
l ow York ~.500,000 ~.500.000 

lint JaUoo.tol Jpk , Ol>.icoco 37. 500 ,000 37. 500,000 

Che•i cal '!lc, 6 !r. Co. ' low York 35, 000,000 25,000, 000 

Xuutacturer e tr. Co . ' lw Yorlt 37 ,illl5,ooo 37.11l15 .ooo 

l'iut laUoo.tol Jpk , lw Yorlt 55. 000,000 45, 000,000 

lirn J aUoo.tol Jpk, llootoa 33.500.000 25 ,000,000 

1rrtDc 'h-ut Co, , low York 51,467 , 000 15, 000,000 

JoDI< of tho llaD!IaUu Co~&IIT, 
J ov York 20,000,000 20,000,000 

J • :r. Morau A Co. , l ow Yorlt 20, 000,000 10, 000 ,000 

SocurU7"'l'1ro \ 1 / 1, Loo ...Co1eo 23 , 000, 000 23,000,000 

Jat1oo.tol Jpk, Dotroi\ 15, 000,000 15, 000.000 

Ph11a4olph1a l at'1 lpk, 
Phila4olphia 17, 500,000 17.500 .000 

lew York truot Co . , low York 18, 750 ,000 18,750,000 

Clnolud !rut Co . , C10To1aa4 16,150,000 16, 000 ,000 
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JIIOUft JCi VIICI 
uxs .t.JD U)Oj,!l~ or un 

.6110111! IIOl'lllno 
U CI 'BAll CAl !0 ~~ 

IIOlSCIID OJ'I'IIID 2/13{~ 

eo= JJc!W>I• !&Ilk tr. eo •• 
$15,000,000 JOY Tori< $15,000, 000 

Jorlbtrll !ruot Co . , Ch1coco 4,500,000 4,500, 000 

Mtlloa lational '8aDlc, P1U oburch 18, 750. 000 18,750,000 

.latrlcan tr.at Co,, 8a11 l'raAcioco 9.500.000 4,000,000 

Vt lh farco Bit. 6 thll oll tr . Co,, 
San franchco 7 .500. 000 2,000, 000 

3V UDloll frntt Co., PH h1rorch 114 , 750.000 }0,000,000 

l!arrlo !ruot 6 S•~• · 111<., Ch1caco 7,000,000 3. 500.000 

flrol lallOIIal Baal<, St. l.ouit 7.150,000 1,000,000 

PluorlTanla Co, Per Iaauruce 
1'!>1le411phla 10,200,000 s,ooo,ooo 

Bani< ot lev Tori<, lev Ycrlt 1.500.000 7. 500.000 

Jl flrot Vhcont h lfB, llllv&lllt•• 9 ,000 ,000 7, 2!i(l, OOO 

}2 l lrol latiooal !&Ilk , la1Uaora 4,000, 000 4,000,000 

lallonal Cl\ 7 Baak, Cla•a1aad &,700, 000 4, 000, 000 

S.atlle-P1rot 1/B, leaUle 6,000, 000 6, 000, 000 

la1'1. ~~ laak, loaloa 15,000,000 15,000,000 

Dolroll Baal<, :O.Irol\ }.925.000 },"5,000 

J7 eo. ... , tr. eo., ~a~>••• our. llo. 5.000,000 5,000,000 

Mercanl11a-CO..arce '8aalt 6 tr. Co, 7,000,000 
St. Louie 1,000,000 

AAC].o Ca11ton1a l aUonal Baal< , 
10, 105,000 10, 000 ,000 

Sao franch co 

Manutaclurtro 1/B, Del roll },750.000 3.750.000 

fl4tH1711111oD tr. eo., •.wart: 6 , 750 .000 6, 750.000 

0.11&4 Slalao 1/ B, Porllaad, Ore. 4,500, 000 
1,000,000 
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m J6i iiiu& .AIIOUft SU!Iac::au&D 
J.ll(l .AID I.OQA!IOI or UR A4CI liAR 0-'1 

fO * 1IOIDS S1JIIIICI1111 OJr.iUD 2{13{142 

_, CI!.T J/1 • tr . eo., Chicaco . ,. 700, 000 1oM 

~ Crocitr l lrot l aUoul llaall:, 
Sill! J'rADOhCO 6,000,000 . 1 , 000,000 

115 s.n•• Baal< tr. eo., l ew York 16,2l!a,5QO 16,000, 000 

116 hbllO 1/J 6 fr, eo •• In York 7,000,000 7, 000 ,000 

IC&rlat !rut\ eoiiP&IITo 'htfalo 7.500,000 7. 500, 000 

\& Cnlral JaUonal B&llli:, 01..,.1&&4 6, 89(),000 2,000,000 
./ 
"9 lirot 1/ B 6 tr. eo., IUaaoiiJ>Ollo 6,000,000 } , 000, 000 

Soa l'rADch co Baall:, llaA rraacloco 5,000,000 2, 500,000 

IC&rbt 11141&&4 tr, eo. , lev York 5,000, 000 3,000,000 

l'aratrt 6 lltrchph 1/B, Loo qo1oo 3. 750, 000 3. 750,000 

llrtl latlonal llaall:, llal1M 5. 500, 000 5.500, 000 

Jlrot laUonal B&zalc, Porl laAd, Oro. 4,000,000 4,500,000 • 
J orlbwutorn lat '1 lilt. 6 tr. eo. 

M1nnt&J)01h 5,000,000 2,500,000 

Vbltur Ia\ 11 Bull:, low' Or1oau 4, 250, 000 4,250, 000 

IWt ot Cal1tol'1l1a, I.A..' 7,000,000 s., l'r&llch co 7,000, 000 

llrt\ lat1o11al Bull:, A\lut a 4,5()0, 000 4,500,000 

eo .. erclal 1/ J .. "' · eo., lev York 7,000, 000 5,000, 000 

ladlau 1/J, l.ad1uapol1o 4, 500,000 4,500 ,000 

llcct lat•1. Jaall:, llaoh l.qtOil, D. O. 3.575,000 3 . 700,000 • 

Cora lxchance lal 'l 111:,6 fr, eo .. 2,000,000 
PhU adt1ph1a 5o 775, 000 

Cal1torn1a l&llll:, Loo q oloo 4,000,000 4,000, 000 

llrU la11oaal llaall:, It , Paal &, 000,000 &,000,000 
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JJIG ..., toO.t!lOI or UK UCII UK CAl !0 ~ 
IUUCilU OI'J'IIIID 2(1}{1!2 

ntll> !bl.r4 Oil loa truot Co,, 
C1oc11>1At1 . 5.000,000 t5,ooo ,ooo 

OIU•••• A Sou\ura Jat ' l 1111:. , 
S.Yoaub 

3,825,000 3.825,000 

l14olUr-fh1lo4el}1111a truot Co. , 
7bllo4tlpb1o 

S,S5Q,OOO !,000, 000 

CIUIInl Ia\ 11, fr, 6 IY&I • hnlt, 
Loo Aoceleo 11,137.500 4,000,000 

luooo CitJ', Mo. 2,000,000 1,000 ,000 

01rer4 tnot Co., Philadel}lllia b,5QO,OOO 5,000,000 

Brooltlla tno t Co. , 'l:rooll:l)'ll &,lloo ,ooo 6,lloo,ooo 

Jln\ Jatlonol !lank, 1'1\to'bur&h 5,250,000 3,000,000 

State BODle of .llb ,..,. , Al'baaT 2,500,000 l one 

WachoYia '8k a. tr. Co. , Yl.nt \ oa -Salaa 3, 50Q,OOO 3.500,000 

Mlsoloolpp1 TalltT tr, Co . , at. Louie 11,050,000 4,()50,000 

Bro., Brother• llarrl.aaa a. Co. ,lev Torll: b,bb3,000 5,000,000 

loduatr1ol fruit Co. , JlroT14once 5. 750,000 1,000,000 

lhl\e4 S\a\lo true\ eo., Jev York 111,ooo,ooo s ,ooo,ooo 

lin\ JaUonal hnlt, Pll1b4tl}1111a 3.555.000 2,500,000 

laUoool llonll: of Co••rco, Seat\11 2,500,000 2,500,000 

Peoploo-PlUe'bv&h orr.eo. , 1'1\tt'bur&h b, 750,000 b, 750.000 

lttrobanh Jat1o10al Bank, Botton 3,000,000 50Q,OOO 

S} Maoutacturoro 6 tradert true\ eo. , 
Uuttolo 5.500.000 5.500.000 

ll.l'aoro llopoo1\ J /11, 1'1\h'burcl> 7 ,5QO,OOO 
b,OOO,OOO 

folt4o fruot CoiiJ>aaT, !folt4o 
11,000,000 4,000,000 
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AMOtiif JOl \iBl(!i 
J.llll JSD LOOA!lOJ or uu: lUCK uu: O.&J 

Sl!BSCillllll 

»or!eaa tru•~ Co. , Charlo\~• $1,1100, 000 

u.!ot Plaatera 1/JJ 1o Truat Co. 
Ktopbh 3 • 500,000 

7!ul ,.l!on&l JJul<, C1aoinllet1 5, 550,000 

V!lll octoo Trua\ Co., W1la1DCton 7,000, 000 

Korltor4 J/JJ .. !'r. eo •• Bar\tord 4,000,000 

C!l7 BaAk r ..... ro !'r. Co, , lov Torlt 10,000,000 

"' 32 lop<!hlic Jatioul JJul<, llallu 5 ,000 ,000 

SlaU Stroot Truet Co. , Booton 4, 237,000 

Stcou Jal1001al llult, Booton 3,000,000 

Ooctral truot Co. , C1acinllaU 3,350,000 

C!liseoo Unioo lational JJ&Dit , 
Lou!nille 2,000,000 

Ob!o Jalional JJult, Ooluabua 3,170,500 

Hra~ A llerc:bal1\l lational 'Suit, 
R1cbaoo4 3 ,000,000 

Hrat Jatiooal JJult , JJ1ra1Jocbaa 4, 781 ,000 

!ho JaUooal c-.rcial JJ&alt lo 
!real Oollp&IT, Al~&DT 3 , 250,000 

3.750 ,000 • 

5.550.000 

7 ,000,000 

4,000,000 

10,000,000 

5 ,000,000 

3,000,000 

3.375,000 • 

2,000 ,000 

1,000,000 

3,000,000 

4, 750.000 

3.250,000 

' .l.ppar~atlr ~b111 bulto erroneouelr included •••• r11orno 1D cert ifrUI: 
lboir capital and eurpluo. 
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• ~.1100,000 $25 , 000 , 000 

111,000.000 15, 000,000 

!1, 7150, 000 1,000,000 

s,ooo,ooo 51)0, 000 

c ...... u ... , 6 ,000,000 4 , 000,000 

6 ,2S7 , 000 1 , 000 ,000 

s,ooo,ooo ),000,000 

Regraded Unclassified
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DVTOU 

• 100,170,000 .100,000,000 

77,1100,000 77.500,000 

lSO ,000. 000 10,000,000 

:5,,500,000 25,000,000 

.a ,1100 . 000 4o.500 .000 

Bult .. "''"' ~. Tort, llow '101'11: :5:5, 000,000 25,000,000 

S7,UD,OOO 37.445,000 

:5:5,000.000 45,000,000 

Dl,.-,,ooo 15,000,000 

ot tllo llt.allat- C q .,, 
In Tort, lin Tol'll: 10,000,000 20,000,000 

P, IIOJ'pat>~, 

low Tort, !lew Tol'll: 
Iae. 

10,000,000 10,000,000 

l8,7DO,OOO 11, 750.000 

troheep Buk ~· Oallp'DJ t 
low Tort, lfow Tol'll: 1&,000,000 15,000,000 

7,500,000 7.500.000 

v.loa '!'rut~. 
art, ... 10I'MJ ' • 'PliO. 000 

6, 750.000 

But~., OoiQelq' , 
lo• Tort, 11ow Tol'll: 16,1M8,500 16,000,000 
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• f,OOO,OOO $7,000,000 

',1!00,000 7 ,5()0,000 

11141&114 '""' ac.po"7. 
••• Ton 5,000,000 ) ,000,000 

taUoll&l 8uk " 

f,OOO,OOO 5,000,000 

a,I!Qo,ooo 6,lloo,ooo 

2,1!00,000 lOili 

BroUlarl I!.Urlau " COIIPU7, 
In Torlc, W.w Tol'l< 6,665,000 5 ,000,000 

S'-"• !l'v.l' ~' 
II• Ton:, W.w Tol'l< 16 ,000,000 11,000,000 

" !ht•n 'flru' 
, W.w Tol'l< 11,1!00. 000 5 .5()0,000 

10,000,000 10,000,000 

loUo~a1 ec-r.l.al !Ju1r: " 
~ . 

.u~. In Ton 1, 8110,000 ),25(),000 

Regraded Unclassified



244 

PBtt •mnu. 

NoUoD&l Buk, 
PoDAa,1ftlda • 1,,1100,000 • 17,5()0,000 

~tor 

POAU71ftlda 10,100,000 s,ooo,ooo 

JatioMl lui< 

• , ,.,....,1ftlda 11, ns,ooo 2,000,000 

!ftat 

Peua,lftld• s. s50,ooo s,ooo,ooo 

6,1100,000 5,000,000 

RlUollAl 8ulr:, 2,5()0,000 
hDJ~a,1ftlda s.~~~.ooo 

,,ooo,ooo 1,000,000 

, 

Regraded Unclassified



• 16,1110,000 tl6. 000' 000 

-lS, 750,000 11,750,000 

u,no,ooo )0,000,000 

6,'FOO,OOO 11, 000,000 

6,810,000 2,000,000 

!lll.ri 1!111oa 'l'fto' ~n7, 
OIUo 11,000,000 5,000,000 

J&tlo .. 1 I!Uk, 
HUAI!rp, PODDe71nll1& 5,1110,000 } ,000,000 

!rue' ~7. 
, PouQ1naia 6,fll0,000 6, 750,000 

DtpooU aaU-'- Bull:, 6,000,000 
-.,lft&ia ,,1100,000 

II, 0)0,000 11,000,000 

,,~000 5.550. 000 

li,*,OOO },)75,000 • 

ll,l70,DOO 1,000,000 

• Apporon\1
7 

\bio b>Ak orron .. ualt 1nolud•4 oo .. rooeryoo 
1n oor\1f71DC 1\o capital ..,a aurplua. 

245 
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lllCI!IIOJD 

• •• ooo,ooo $4,000,000 

(llooorno 
S, IY75,000 

302,000) J, 700,000 • 
BuJt a.-.. c_..,, 

lorth COJ0011•· S,DOO,OOO ) ,5()0,000 

1,100,000 1,100,000 

l MONiwltl llaUODAl Bull:, 
' Y1rctll1a s,ooo,ooo ),000,000 

• .lppor.,.tl7 thh balr: arronooul7 illel"a414 eo•• rooorno 
ill corUfTI.q 1\1 capitol &104 ourplu.. 

246 
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• 4,1150,000 • 11,25<),000 

4,!)00,000 11, 500,000 

~ _,....., Bat1ollial I!Uk, 

-·11• S,88li,OOO },125,000 

Jotlo-.1 But, II, 750,000 Al.ab- ". '181., 000 
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CI!ICAOO 

Illlaolo lat1oD&l 
OOIIPU7o 

IU11011 • iC),OOO,OOO • 50,000,000 

n ,!j()O,ooo }1 ,50(),000 

15,000,000 15,000,000 

•• :soo,ooo 11,50(),000 

7,000,000 ),50(),000 

9,000,000 7,250,000 

:1,925,000 ),115 ,000 

II&UoD&l llaDI<, 
XJ.ob1PA :1,7:10,000 ) . 750,000 

:1,700,000 •••• 
lotlo•l-, 11 , 51)(),000 

, I1141.ua •• soo,ooo 

Regraded Unclassified



ft. LOUIS 

• f,lDO,OOO • 7,000,000 

But. 

7,000,000 7,000,000 

Tall•J !Nat ce.tou7, 
Jllaeoll%'1 •• ooo,ooo I!,Q50, 000 

S,DOO,OOO ,, 75(1,000 

Ull1010 I&Uoal Bull:, 
lou1rrtlla, r.aawok7 2,000,000 2,000,000 

' .lpparaaU7 \hh beak arroo.aoual7 1llel'0414 aoaa ra11rna 
b corUt7Uc 1\a e«pi\al •4 llll'plua. 

249 

• 
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ICI!IbiOLII 

• 1,000,000 

~~~=~.Ja~Uo-.1. But • 

I!JJ•• Ji»l:lt • 111 ...... 11, 000,000 

6 ,000,000 

• ),000,000 

2 ,50(),000 

6,000,000 
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UISAS Cl'l't 

• 5,000,000 • 5.000,000 

z,ooo,ooo 1,000,000 
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• 5,1100,000 • 5.500,oo0 

5 ,000,000 5,000,000 

.-
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11.&1 JIUICISCO 

ot _.,,. JI,T,e. e.A., 
rruolHO, O&l.ltol'll!a • &1,..00,000 • 6o, 700,000 

II& Uolllll Buk, 
,Up1U, O&l.ltOI'IIl& as, ooo, ooo 23 ,000,000 

9,~,000 ll,ooo,ooo 

.,,~.coo 2,000,000 

li&Uo•1 Buk, 
alh1~a 6,000,000 6,000,000 

10,10!1,000 10 ,000,000 

•• ~.coo 1,000,000 

6,000,000 1,000,000 

11, 000,000 2.500. 000 

t.llerellu\1 li&UOJI&l But, } , 750.000 -'llloloo , O&l.ltor.Sa s, 7110,000 

• ,ooo,ooo 11,500,000 • 

',000,000 
7 ,oco,ooo 

ll,oco,ooo ll,oco.oco 

.,lS'I ,1100 
li,oco,oco 

lluk ot o-ne, 
1,1100,000 

2,500,000 

··~· • Appar.,.\17 \bh 1111111< erroJ>eoul7 1aol'114o4 ooM ree•n•• 1& 

.,...\1fy~ Uo eqUal aa4 .vplua. 
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OOMPARISOI Of PAR AID 8001 VALUES OP UII1TBD SV.TES OOY!l'UIIIi2T OBLIOATIOIS ...., 
AS llbl'ORr!!D BY STA!I Ml!l{ IIZIIB3RS DECili!!Oll ~1, 191.1 

(AM,,nt.e in thou.tt.ada or dollara) 

Oirfet obl t cation•·· "otal :L!=·~~~-"'-!~~.:;:;:;::~,:,.. •. 

1~tuti' billa 

uwr1nt in 5 
or hu 

FeD:• Mturtn' ln S-10 
y.-.ra 

!lota:b M\Urln' ln 10-20 
,. ... u 

&tda Mturt~ atur 20 
yttrt 

(
,. .. nnt.ud obHgatlonan 

co tal 

~ -2 121,771 2. 7 

}.8 ~ -0 

1. .0 

121,560 1211 ,6~2 

76 ,667 

Ul1 ,712 

111 , 11~ 

81 , ))7 
90 ,0}4 

.s 

.S-2 

2.a 

.2 

.8 

8QI.i!> OF OOVUliORS uF !Ill. 
FODti.'J. &.StltV' ~YoTtloo, 

DIVISIO~ OF ~l Or•l-TIOIS, • 
PS!RVAIY 1d , 191.2· 
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Book 
ytJuo value 

9 .568 ,21~ 9.755.221 2.0 ,264,371 2 ,}~.130 3 .688 ,9~9 } ,761 .~83 .8 

675 .L53 675,265 123.559 12} J•95 - .1 222,}39 222 ,}89 258 ,110 258 ,00!1 71 . 395 71,}77 

1,J60 ,132 1 ,a86 ,~39 ., 9}5.921 91.0.1.~ .5 107.969 106 ,1tl4 .2 501 ,958 503 ,olli .2 3~ .281. 3~.ao1 .2 

716,561 7~.185 2.7 278 .386 290,915 ~ .s 55.005 56.}25 2.4 2}1,675 237 ,!,tl4 2.5 151 .~95 151.461 

1,9~ .071 1,966,265 1. 7 37},620 395.916 6 .0 99 ,111 10},978 ~.9 881.,138 jiC1 ,}91 1.9 577 ,152 ~.?ao -J . I 

3.578,874 3.690.}58 3.1 528,o88 5sa.5~ s .8 487 .6~ 501.~5 2.9 ,567 .lJI} I ,(:o8 ,998 2.7 995 .139 1,021 ,291 2 .6 

78} ,123 aoo ,109 2.2 24,797 ~.8L6 . 2 178,706 182.1." 2. 1 ~5,6o5 252.592 2.a 3~ .015 }1.0 ,ij_ld 2.0 

2,26} ,262 2,283.76o .9 749.U93 761,126 1.5 6o,574 6o ,678 .2 853.974 859 .353 .6 596,d21 6o2 ,6o} .6 

. f'1n&nce 
610 ,686 612 ,017 .2 222 .690 223 ,468 ., 32 .891 32 ,8?} 215 , 3~ 215 ,65} . I 1}9.751 lliO ,00} .2 

1,022 .376 1 ,0~.358 1.2 363.224 369 ,76o 1.8 5.041 5,106 1.3 392~1 }95.455 .8 261,670 261, ,037 .9 

2~8 .529 294 ,d90 2.2 67 .579 71 ,1~ 5·3 192 8oo 1.0 12}.52} 125 .317 1.5 96 .635 97 .639 1.0 

Government cor• 
•r.o t.tc:m1• ~.671 }42,495 .2 96,1.00 21 ,850 21,879 .1 122 122,928 .2 100,924 .2 

acept no~r outsi de the 
Ct:~trlll ro,..ne city bank• only . BOARD OP JOVI:'<NORo llF l'liO 

YlCt.~ .tw~-lV- "\':;ts.&., 
DIVlSIOI, Ot tiA,I;k Ot-t:Ri.lJCt.S, , 

IIMCH 12 , 19Ca 

Regraded Unclassified



TREASURY DEPARTMENT 256 

INTIE,_ OFFICE COMMUNICATION 

DAft March 20, 1942 

TO 
Secretary Morgenthau 

,..ow Mr . White 

Revision of Capital Movements Reports 

Because of the new situation brought on by t he war we 
propose, with your approval, to make several changes in 
collecting and publishing capital movements data. 

1 . Instead of weekly reports we shall ask the banks 
to report monthly, and we shall eliminate entirely the 
quarterly supplementary reports. On some matters, the 
new monthly reports will provide fuller information than 
formerl y , particularly on official funds . Tbe effect of 
this change will be to reduce the reportine work of the 
banl<a to leas than half of what they now do . 

2 . Instead of publishing in the Treasury Bulletin 
the detail s of weekl y capital movemente by countries , 
we shal l report only the monthly total capital movements . 
'i'bh will reduce from fourteen pages to two pages the 
space 1n the Treasury Bulletin devoted to these reports . 
In addition to this saving in paper, printing, and labor, 
tile auapenaion of publication of details on capital move­
llenta by countrie s will obviate any poaaibility that 
J.r>rormat1on on shipments can be derived from a study of 
capi t al 01ovementa. 

~ . I f you approve of these changes, we shall put 
the:> into effect w1 th the April issue of the Treasury 
i!Ul.letin . 

Regraded Unclassified



under SeontU)' ot War Patterscm called De 1.\P 
at 6:00 to llllJ thet O.Ueral Oroee rRU1'Ded rna PhUa­
delphia aDd reported that tMT l 0114e4 )7S can 1Jl c-. 
day. I Sbther the enrage heretoron to be 2~1 aD4 
1111.11• the 8.l'8Uing w.e C!ng ca bet-n Scmerveu 8114 
Lew Douslllll t the llllr1t C<nrUse.ion•e General Sullivan 
told hie ::w.n Groes juet to go in und take over 11!14 se<' 
tllat the ebipfl are loe4ed. He orraro4 to havo Oenoral 
cros s oeU on ae Seturde;r, but 1 sai d I didn' t think it 
was nsces~ar,.. But I thinlt 1t would be a good thin« 
tor George Rsas to hove TiokLon oontaot hta betore he 
r,oes to Pb.1ladelph.1o oo Uon4aT. 1 \16Dt 'l'iolcton to go to 
PhUodelphio both thia UondaJ an4 t ho rollowinc ~n4ay, 

and Fott crson said that was entirelT ugreeable to him. 
I also told him thnt whatever 'l'iokton round in Phila­
delphia ond reported to 138 tlult I would give a copr or 
t !lla to Under Seoretbl')' of .:ur Patterson. Pleaca see 
t !wt thia 1e done even tbouah I am out ot town. 

George Haoa , I thinlt it would be interesting 
to find out how CADy oars have been loaded ooch day 1n 
Philadelphia in the ships bound ror Russia, otorting 
nith loltlrob 9th. I think !larch 9th is the doy I first 
looked into it. It it ie possible, ploaeo got those 
t igurae end keep t h .. 1.\P to date tor ~e until turther 
notice. ThAt 1e, the n\I:Wer of freight cora loe4ed each 
duy into ah.1pa boWld ror Russi a , beeinning ITith l4nrch 
9th - it that is the r.tret dUT - \ol\til rurthor notice. -

! _...,/ ,.f.,/ .-v-1 J #.vr- ?-/u,J.,.:; , I;M . • ?-/. ",J 

.. J ~-~--~-
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& )laroh 20, 19~2 

TO 

Subject: 

Seor~tar~ rgenthau 

Kr. H 

CUrr. velopmsnte in the High-grade Security 
Mar ets; Purchasee of Treuury Bille Before and 
Atter the IU.se in the Bill Rate 

SUliiW\Y 

(l) Prioee of Treaaur:r notee han held etead:y during 
the past three 1111eks, while prioee of Treaeur:r 
bonds have advanced trom l / 2 to l-l/2 pointe. 
Tax-exempt bonds have been stronger thAn taxable 
bonds (Chart I). 

(2) The sharp rise in the bill rate has not greatly 
atteoted the distribution of bids tor Treasury 
billa by Federal Reserve d1etriote or by classes 
of bidders (Chart II). The total amount of bids 
has not changed materially. Holdings of Treas­
ury b1lle by New York 01 t:r banks have de or eased, 
however , while holdings b:y banks outaide of New 
York Oi ty have riesn (llhart III). 

( 3) Total loans of 1111ekl:r reporting member banks have 
relll81ned stable sinoe the beginning of the :rear. 
Ooueroial loans of these banks, bo1111ver, increased 
by 1235 1111111one during this period ( Chart IV). 

(4) The price of municipal bonds tell during February 
(average yielde rose by 15 baeia pointe) , wblle 
the price of high-grade corporate bonde remained 
stable ( cmrt VJ. 
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secretary llorgentbau - 2 

I. United Statea GoYernaent Seouritiea 

Price change• ot United Statee GoYernment securities 
since February 26 baTe been 1111xed. 'l'reaeury notea han 
remained practically unchanged, while 'l'reaaury bonds haTe 
advanced atead1ly ( Obart I). 'l'u:- exempt 'l'rtaeury bonda 
advanced over one point during tbia period, while com­
parable taxable bond& advanced about one-halt a point. 

258 

Dul'1ng the pa.at three weeke, the enrage yield on par­
tially tu:-exelllpt 'l'reasur;r bond&, liiOYing innrael;r to prioee, 
baa decrea .. d by 10 baeis pointe. 

'1'ha f ollowing table ahon price changes by 11atur1ty 
olaeaea ainoe February 26 t or taxable and tu:- exempt notes 
and bonda: 

AYerage pri ce change 
February 26- llaroh 19 

~ 

1 to 3 yeara 
3 to 5 yeare 

Bonde 

fax­
exempt 
ii8U88 

(Deo1ma1a 

0 

5 to 15 year a to cal.l +1· 02 
15 yeara and oYer to call +1.1~ 

Taxable 
ieauea 

.. .. 
I : 
•• .. All 

1eeuea 

are th1rty-aeoond8) 

- .01 
+ .01 

+ .17 
+ .1J 

0 
+ .01 
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~cretary Morgentbau - 3 

II. Purobaeea of Treasury Billa Before and 
lfter the Rise in the Bill Rite 

259 

Did the recent preoipi tous riae in the Treasury bill rate 
trom .01 percent on October 29 to . 31 percent -- the higheet 
e1nca 1937 -- on December 31 change the d1etr1bution of Treae­
ury bill puroh.aaee? To ascertain whether the inoreaaed yield 
ot Treasury billa attracted a more general participation in 
their purobaee, a study'wae made ot the bill tenders submitted 
and or Treasury bill holdings prior and aubeequent to the riee. 

Chart II ehowa, by aontha, the proportiona or bill tenders 
aubmitted by banke, bond dealers, and other• compared with the 
rate on Treaeury billa. The extent to whioh participation 
changed with tluotuationa in the bill rate is eummarized 1n 
the following table: 

September 
19lj.l 

December 
19lj.l 

March lj., 
l9lj.2 

(Percent) 

Average bill rate 0 . 06 0.29 0,22 

Proportion or bill 
tenders eubmitted by: 

Banke 83 73 86 
Bond dealers l~ 17 7 
Others 10 7 

As the table indioatea, the proportionate participation 
by banks declined slightly, while bond deal era aubetant1ally 
1ncreassd their ahara when the bill rate rose trom .06 to 
.29 percent. By March lj. , l9lj.2, hOWever, banks were bidding 
tor a larger ahara than in September, while the proportion ot 
tenders eubmitted by other bidders had fallen trom 12 to 7 per­
cent. There was no important increase in the total average 
amount or tenders raoe1ved in thie period. 
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seoreta.ry Morgenthau - 4 

Tenders submitted by Federal ReserTe dietriote are aum-
11arUed in the following table: 

August NoTember • January, 
and and : February

4 September December ;and March , 
1941 1941 ; 1942 

(Percent) 

ATerage bill rate 0 . 09 0.26 0 . 23 

New York and Chicago 93 83 86 

All other d1striote 7 17 14 

As the table indicates, the rise in the bill rate was ac­
companied by only a moderate change in t he distribution ot 
the tendera by Federal Reserve d1atriota. 

Chart III ehows that weekly reporting member banks in­
creased their holdings ot billa by 1149 millions, while all 
othera increased theirs by $199 ai1liona oYer the entire pe­
riod trom August 1941 to Xaroh 1942. Banke outside ot 
Nev York and Cb1flo increased their hold1nga by $266 millione; 
Chicago banks, by 90 millions; Yhile the holdings ot Nev York 
banlta declined by 207 millions. The much greater riae in the 
holdings ot billa than in the t enders tor them ot banke out­
aide ot New York City and Chicago indicate& that these banka 
must have ultimately received a aubstantial portion ot the 
billa purchased by New York City banka aa well as tboaa pur­
chased by dealers. 
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seoretarr llorgentbau - 5 

III. Loans ot Weekly Reporting Mellber Banka 

!here baa been little net obange in the volume ot total 
loans of weekly reporting member banke since the beginning 
of the year (Chart IV) • Commercial loane, however have 
risen eteadil~, the increase since the third week in January 
amounting to f 235 millions. Ncn-ocmmercial loane declined 
about the aame amount, most ot the deoline occurring at the 
beginning of the year. !he rise in commercial loans is 
intereating, tor it has been argued that the curtailment of 
peacetime production would increase idle cash balances of 
bueineea enterprise wh1ch could be used to decrease bank 
loene. Apparently, whatever tendency there bas been i n this 
direction baa been more than compensated for by the needs ot 
1nduetriee engaged in wartime production. 

Ohryeler. Corporation, tor inetanoe, recentlJ negotiated 
a huge revolving credit arrangement for $100 millicne or more 
to be borrowed over a 5-year peri od. Other wartime i ndustri es 
have alec received substantial bank oredi te. 

IV. Other Domestic High-grade Securities 

!he prices ot high-grade corporate bonds remained stable 
during the last month. the 'l'reaeur:r average :yield ot 5 high­
grade corporate bonds did not vary by more than 2 basis pointe 
during thie period. lo!un1cipal bond pricee, however , were down. 
!he Bond Buyer • e average yield of 11 hish-grade municipal bonds 
allowed a riae or 15 baeie pointe to 2.19 percent from Februar:r 1 
to Waroh 1 (Chart V). 

!be volume ot new bonds publicly offered on the New York 
market baa risen. The total tor the three weeks ending 
llaroh 13 was $6g millions , as compared w1 th $32 millions ot 
new offering• during the 3 weeks ending l'ebru&r1 206• lfoet 
ot th1e riee ooourred during the week ending March wben 
$32.5 million• ot tiret mortgage bonds were offered by the 
Pennaylvania Electric Company and Sl5 millions of debenture 
bonde by the Bohenle:y Distillers Corporation. 

Attachments. 
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CHANGES IN THE PRICES OF U.S. SECURITIES 
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COMPARISON OF PERCENTAGE DISTRIBUTION OF TREASURY BILL TENDERS 
WITH BILL RATES 

,----------------.---------------------- 8 •11 Rot• 
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COMPARISON OF TREASURY BILL HOLDINGS WITH BILL RATES 
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llaJ'ob 20. 1942 

UE!JORANOOII FOR TilE SECRETARY'S FIL!S 

llotet.iQg in llr, Wh1 te• e ottice 
llarch 20. 1942 
l2alS p.m, 

PreSlllltl )lr, D, If, Bell 
lb-. White 
Dr, Viner 
l.lr, B, Bernstein 
llr. Southard 
llr. l'ri ...... 

The ..atter or the tillancial. aid to China ,... reviewed and the 
queotion or whether the Stat e Department' a euggest1on or an exchange 
ot letters should be adopted was discussed . It wae ogreed that an 
sxchange or lottere, including the dr&tt prepared by Dr. Viner, was 
not desirable. Dr. Viner agreed, saying that he was opposed to 
atrJ exchange of letters and had morel¥ prepared a draft beoaW!e he 
ne eo instructed, It wae also ogreed that the Secret&l7 should 
present a .....,r andulll to the President and that the latter shOIIld 
decide the 1atNe, A draft of a .....,randum to the Preeidomt """ 
gone o'f'Sr and a f1nal draft agreed on b7 those presllllto 
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... - ot-- .aw~tlll' app1:rilll .... ,... ....... ..,_ 

' ... ~ .. JIIII7¥Ne 'IIIII* ... --IJ:l·J7 •• , .... 
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...... """ leawtu71 
1 11 e 'IU ........ ~ .,_ l.a'W ~ ......... !a 

J'tPl'd to iM -' •• \a \be Oo;a \ ot Cb1lll ot tbu n w1a1 

814 ,.artH ..... sa ,.ua 1a. •· ~ a.a,r.w, 4 ,..,.., 

Ft/lrrUrT 71 .19421 • _. pllbUa w ao. ~'!'Nl ConcrN=o appaon,., 

,._.,.u, 1~-' 1 111* \au- JW \Ia\ \be be 1 ot 

ClbSa a1uo 41Nlllta1 • a ..Uuo\oU• of \be OQOII&U\!W ep11'1\ 

dllll.......U. tbe--~ ot CIIWa _. tbo Vr4W ...._, 

" lrl.,.nu ..,...,..sMe uftl.aklu - -.lfw eo-~ .. ~ 

\bu ft-.ial .U \a w _.t 3 3 \a \be Cluoasu$ ot Oh1M 'r 

~ et "- .. , ' 111111* we - .,.,... tedllr, _. to 

s.tor.'t. ... .....u- ~,..,.- .. - ot-' 

etrw\i'f'll17 upp1rSIIir tbo ,.... ...... ,..,... I .._,. Mbi~ 

\bu pupou.U 111111* - I 'IT ~ 
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TO 

274 
TREASURY DEPARTMENT 

OATS llareb 20, 1942 

llrs . llo!lugh 

ur. Kuhn 

The l abor pape.ra were sent to Secretary llorgenthou' s house 
l ast night aa he requested. 
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J'erd1ne.nd lMul 

secretary Uorgenthau 

275 

Ma.roh 19, 1942 

Will you pleaee let me have ae eoon aa poeaible 

any editorial comment in any or the Labor peper a on 

our Tax Progrm. The day you were dole, we had a 

neeting i n QJ' orrioe 1n regard to who~~andle 
the tax publicity. I euggeat that you aak Uiaa 

Ch&unoer to let you read t hat part or the 9:JO aeetlng 

that hea to do vdth that diecuaaion, or all or l t it 

you wiah. You will aee rrom the t r unacription that aa 

o result or t hat , Paul wao authori zed by me to go ahead 

end get nornebody. It you have any questione to ask in 

reeard to thie, I will be elad to dlaouae it wi th you • 

.. 
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WOWA"D 0. HUNTI,_ _ ............. ......... " 

Tilt lloDOI'abu 

FEDERAL WORKS AGENCY 

WORK PROJECTS ADMINISTRATION 
11l-' NI!W YQ"I( AVCNU & NW, 

WASHINGTON, O, C. 

Tilt S.tre\&17 et tile freua17 

Ill tl...- llr • S..IN\&171 

. ·-

Na will aeiiDinllAdc• .,_ :U.\ter ot llarob lJ, 1942, 
reltUn \e \lie par\.h1pat.1oa ol .. toriJ Clv mo. baDd8 &lid .,._ 
ohoe\rU lA tile p.,..\loa ol Dat-• loade &lid S'-Pe ~ •• 

276 

ill -1e 81\e Of \lie 'leri: J'l'ojtt\e AcMlnla\.retJ.oa are 
bo1J1c arpcl \e ooopenh ritb rr__,. ottlolala "' otcenoc U.eir 
... '1'1- \e a1tlln U.. .W ot Dat-•....,.. ead S'-Pe, lD .aq 
tta\eo W.dt Pnjet\. orellee\ru an cl•iac -en.o \e 'llilioh ad~ 
lliooion ia ob\&1Detl b7 U.. pvebaaa ot a Dol-• Stall>. All aa 
IX&IIplo ot Uaia pol.lq, a ..,.m wu a l\'aa a\ lu\>lood Part, 
Do\l'oit1 lliob.iaaa, oa hbi'D&J7 8, at. wb1eh wre eold $6,400 lA 
Bondo &lid •soo lA St.a.pe. 

III1U it. ia beUO\'Od t.bat Uta r.crat.\ebla _.-iaooa 
o! 7011r repna•t.Ghu rltb Uta .. tori< C1tf' liu1o Projut .... 
4,. t.o aa lllt-tbtq Ut.eral 1a\erprewtioa ot a~awau,.. 
rofl'l]atiou, I wiala 70" \o know tllet. tile lork Projot\e &dw!nhtrator 
tar ... tori< Ci v lou beta adY1Md ot ov poliq i t> proooot.iac 
Dolo- load &lid St.ap Salea Ulrollc)l U.. "'' of 'IP.t. baDd8 &lid 
orollto\rU. 

I - aatve 7- U.a\ ta.plt\e -ptraUoa .tr.. \lie 
... loriJ Cit¥ IIU1o Projet\ will be a•at:u.lalt tr.. &Ilia d&\e. 

c 1 ••1 ..... 

.. 

Regraded Unclassified



llaroh 20 , 1942 

TO: HAROLD N. GRAVE"·K 
SllBJ'ECT: PROGRESS z~ FROM DEFENSE SAVINGS STAFF 

PAYROLL SAVINGS 

The Payroll Savings Plan has been inst alled 

by more than 40, 000 concerns throughout the nation. This 

means that approximately 18 , 000 , 000 workers now are abl e 

to buy bonds through the Payroll Savings Pl an. Seventy­

three percent or al l concerns employing more than 500, 

and t'orty-seven percent or all concerns employing between 

100 and 499 workers, have installed the plan. 

Thirteen states report that all concerns employing 

more than 500 ~~rkers have installed plans . St ates that have 

completed this tirst major objective are : Arizona, Kansas , 

'Jaine, Missouri, Montana, Nevada, New Hampshire, New Mexico , 

Nort h Dakota, Oregon, South Dakota, V/ieoonsin and Wyoming. 
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PAYROLL SAVINGS (Continued) 

Other states rapidly approaching t his goal are: 

Mi chigan, Minnesota, Southern California, New Jersey, Vermont, 

Virginia and Idaho . 

Kansas and Wyoming are the only two states to report 

that all firms in the 100 to 499 group have installed plane. 

Arrangements are being completed by the Division or 

Research and statistics, Treasury Department , whereby State 

Admini stra tors wil l receive microfilm copies of the Payroll 

Savings monthly sales reports from companies which have plans 

in effect. 

The War Department has i ssued a ci rcular stating 

tnat in the immediate ruture a "oamJ)aign will be undertaken 

among all members or the military establishment for the 

voluntary pledges to buy Defense Bonde and St amps by means ot 

aut nori zed deduotion.s in pay." 

The United States Maritime Commiss ion bas noti fied 

all ship yards working on contracts on a oost-plus-tixed-fee 

basis , that clerical expenses entai led in administering payroll 

savings plane are reimbursable. 

PLF.DGE CAMPAIGN 

Massachuset ts will follow Oregon as the second state 

to l nunoh the Pledge Campaign. The Massachusetts canvass vn ll 

st art on March JO. Tentatively t he following dates have been 
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PLEDGE C.utPAIGN (Continued) 

selected by other states tor inauguration of the Pledge 

Campaigu: 

April 6 : Ari-zona, Colorado, Idaho , KMaaa , New Mexico, 

Utah, Vermont, Virginia and Wyoming. 

April 7: South Carolina. ~ 

April 10: Illinois. 

April 12: Indiana, North Carolina, and Vermont . 

April 17: Florida. 

Aprtl 22: California and Washington. 

May 10: Georgia. 

The Secretary of Agriculture bas advised chairmen 

ot the United States Department of Agriculture War Boards that 

they should upon request, be prepared to cooperate with Defense 

Ssvinss Starr State Administrators in conducting the canvass 

or term families undertaken as part or the Pledge Campaign. 

State Administrators have been so advised in a field memorandum. 

P:ETAILERS 

Copy of a digest of the proceedi.ngs ot the meeting ot 

the Retailers ' Advisory Committee is attached. 

Also attached is a booklet describing a Payroll 

Savi ngs Plan used by the Bonwi t Teller Company which was one­

hundred percent euccesstul. The Retailers' Advisory Committee 

bas compl eted arrangements ·11.th the American Booksellers Associa­

tion, Inc . to promote sale or bonds and stamps to book shop 
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RETAILERS (Continued) 

customers . A copy or the Bookseller•e Bulletin describing 

thte plan is attached . 

SPECIAL 

The Postal Telegraph Company baa drawn up a detailed 

program or activity to promote sale or bonds and stamps . Postal 

Telegr aph officials forwarded a portfolio outlining their 

olans. (Copy attached. ) 

BUSINESS PUBLICATIONS 

Reports have been received from 516 business 

publications, with a total circula tion or J,581 115J, advising 

they vdll use the Payroll Savinge advertisement Release No . J 

in full page s i ze. 

COMPANY PUBLICATIONS 

Preliminary reports have been received from 153 

company publication editors advis ing t hey will use material 

on Payroll Savings 1n t heir April iaeuea. 

A portfolio summariz ing results or the Payroll 

Savi ngs promotion in business publications, company publications, 

and labor publications rrom November 15 through February 15, is 

attached. 
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Cute and mats ot the Minute lolan were mailed to 

al l baseball score card publishers in the Minor Leagues 

thi G week. 

281 

Arrangements tor publication ot Defense Savings 

slogans and emblems in Major League score card publications 

are being made. Plans also are being worked out tor ball 

park billboard space and tor opening game ceremonies emphasizing 

baseball clubs adopting the Payrol l Savings Plan. 

The nation's Free Lanoe Photographers have orrered 

their services to the Detense Savings Statt in obtaining 

essential photographs. Copy ot The Fr ee Lance Photographer's 

Bul l etin is attacped. 

Copy ot a brochure sent to al l college publication 

editors is attached. 

Also attached is a scrap book showing the activities 

or the United States Senatorial Ylnute Men; sample returns or 

clippi ngs on use or the Liberty Limericks feature; and a copy 

or an editorial on Defense Bond paid newspaper advertis ing 

serviced to all labor newspapers by the Federated Press, one or 

the t wo independent labor press services. 

LABOR PRESS 

Through the loan by President DubinskY ot the 

Int ernational Ladies Garment Workers Union or his statt photograph­

er, Harry Rubenstein , the Labor Press Section has secured during 
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LABQR PRESS (Continued) 

the l as t three weeks more than 60 pictures showing labor 

cooperation in the Defense Savings Program. These photographs 

11ill be used ror daily newspapers, for teatures and ror the 

l abor press . 

Attached are copies or ourrent issues or t he 

AFL News Ser-rioe and or the CIO News , showing Defense Bond 

•ear s" used ror the first time. 

Nationwide broadcasts by the following Minute Men 

were made t hie week over t he National Broadcas t i ng Company, 

the Blue Network, and the Columbia Broo.doaoting Company: 

Alfred E. Smith, \'/alter Gifford , Rabbi Stephen s . 

l':tse , David Dubinsky, David So.rnoff, Virginia c . Gildersleeve, 

Helen Menken . 

Mutual Broadcasting System will begin Minute Men 

broadcasts on a regular basis next week. 

The Payroll Savings Plan has been installed by 408 

or the nation's 870 radio stations . or these, JlJ report 100 

percent membership . 

The rirteen minute transcription series •Treasury 

St ar Parade" is now being broadcast t hree times weekly over 

714 r adio stations throughout the nation. 

Special Defense Savings announoements were wired to 

all r adio stations urging bond pur chases in a news tie-up IIi th 

General MacArthur' s arrival in Australia. (Copy attached. l 

Regraded Unclassified



- 7 - 283 

n:;. 'SI'A<'ER CARRIRR BOYS 

Reports r rom 847 newspapers show that newspaper 

obrrier boy sales or t he ten cent Defense SaVings stamps t o 

dote totnl ~l6 , 290 , 7JJ , This is an increase or $2, 628, 028 

Ainco the returns or March 12. It represents the largest 

number or stamps sold by newspaper carrier boys in any one 

v:eelc s ince t he plan was started last November , 

DIRECT MAIL 

Total sales or bonds by direct mail through !.larch 18 

tota l ~24 , 1,)6,878 . This 18 an increase or $969,890 s ince 

March l,, 

NEIISREEL CREWS 

The Derense Savings Starr Newsreel crews t bis week 

photoaraphed Bond purchasing activities in Illinois, I owa, 

Indiana , Oklahoma, Arkansas, Mississi ppi , Washington end Oregon. 

Bl!T'3RT AIN!D!NT 

Lucy Monroe's Minute ~an songrest in St. Petersburg, 

Florida, wa~ attended by 15,000 persons, and 5,000 others v:ere 

turned away ror lack or space. Bond and St amp sales at this 

gathering totaled $10, 000 . 

Simone Simon appeared as guest artist at Bond rallies 

tn Columbus , Ohio , on Friday , March 20 . 

The Audrey Kargere oerenee Bond doll show is appearing 

thte ".eek i n Joliet , Illinois . 
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EN'l'EI\T AINMENT ( Continued ) 

John Garfield will appear at a Bond sales rally in 

Reading, Pennsylvania, on Saturday , March 21 . 

VICTORY HOUSES 

The Los Angeles Victory House located at Pershing 

sc.ua1·e reports i t has passed the million dollar mark in sales 

or Bonds and St amps. 

Victory Houses have been built in Allento~n and York, 

Pennsylvania, and another will be in operation in Baltimore 

by A~ril 16. 

ADVERTI SING 

The Defense Savings Staff bas arranged t hrouf!h the 

Meyer Both Company tor a monthly mat service of Bone! and St e!np 

lldvertising material to 5, 400 daily and weekly newspapers 

s t nrting with the July issue of the Meyer Both Service. 

A tull page in that and eaoh succeeding issue 1·1111 be 

~ivon over to Bond material . The front cover of the July iesue 

ot the Moyer Both "Feature Service" also ~~11 be devoted to Bonde. 

I n addition to t hi s tree publ i cation, preparation of 

meta nnd distribution of material , the Meyer Both Company will 

print and distribute monthly at their own expense, a tour to 

eight page bookl et of "Bond Promotion I deas tor Retailers" . This 

booklet will be sent to the eleven Meyer Both lists of advertiser s 

end newspapers, ( appro:d.mately 7, 500 I • 

The Meyer Both company has also agreed to distribute 

'"!letover advertising portfolios we may wioh to get to newspapers. 
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THE SECRETARY OF THE TREASURY 
WA8HINOTON 

285 

Tho ealtt of Sor lot F and Strlt t 0 Savlnso Bonde olnct 
thatt bonds wert mado availabl e latt kay, and particularly 
tinct thla countrr enter·td the war, have bttn very rratl fy­
lna . It art app~eclatlvt of your lnttrttt ln thtat aeourl­
t lot at ovldonotd by your puroh&tt or tht •· 

Tho Trtao ury It now cont ldorlns ra ltlns the llolt froo 
tho prtoont $50,000 of Serlot r or Sor ltt 0 Bonds, or a combina­
tion of tht t wo, which ••Y be leautd to any one peraon durlna 
any ono calendar year to eo•• hl&htr f l&uro, pooslbly $100,000. 

It wou l d be helpful In roaohlns a doclalon on thle 
point to know who t her you would bo lntoroatt d In buying mort 
than $50,000 of t hese bonds, If tho limit wore ra ised, and 
lf oo . would t he aourcea of tundt bt from 1dlt balances, 
llqu ldatlon of othtr lnveat• enta, or current income . 

A pr ompt reply will bt vory •uch opproclatod. 

Sincerely yours, 
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D~11y chcng~e 1n the s tock or S• r~~e E e ov1ngo bcn<a on hend !f 

(In tbousent a o1" 

Number o1" : Jlu=b~r o1" pi eces 
pieces aold : manu1"actured 

this dsy tbta dav 

liar. 9 344 500 

10 123 500 

11 192 300 

12 157 300 " 

13 193 300 

111- 137 none-closed 

15 none-closed none-closed 

16 271 300 

17 144 300 

18 111-8 300 

19 16o 300 

lrrtice or the Secretary or tne Treasury, 
Division or Research end Stot1st1oe . 

t)1ecea) 

Stock on IU'nd :um 
a t close o1" deliveries 

dav this dav 

25,786 

26,163 

26, 271 

26,11-111- soo 

26,521 

26 , ~11-

26,~11-

26,11-13 

26, 569 

26,721 650 

26,861 

March 20, 19q.2 

!/ Includes stock 1n h~nde or (l) Federal Reserve Benke ~nd br~nohee , (2 ) Poet 
otticee, (3) Federal Reserve Bank i ssui ng agents, and (~) Treasury vaults 
in Washington. 
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Co8parat1T• ltat ... nt o~ lalee Dnrilt.c 
J'irol 81xt .. a llulun llqo of ll&roh, .Pol>n&r7 aD4 .r..,......,. 19112 

( ll&roh 1-19, .Polln&r7 1-19, .T.-.z7 1-19) 
Oa :Bub of hou Prloo 

(.&.oa\8 1a ~ of 4ollal'O) 

lal01 ""'""'' of Iaoroaeo I .Pco•\-ce ot Iaoreaoo 
OE DMnue ,_1 

lerloo • - Poe\ ottlooo 
lerloo •- loaD 

ler1ee • - !o\al 
lerlo• , - IIAIIlto 
1er1 .. G -llub 

!o\al 

..,.. 
• 55.3112 
~.1~1 

215.500 
26,1116 

120,1191 

•;E.1~ 

I 

I loHuz7 I l_, 

• 63.~ 
2l!!, 

tl02,663 
r.~z.101 

2!17. 799 39!1.771 
36.565 112.355 

w,6u 1n.zoo 

~~~~ ~1~.126 

!E !!!!!r.&OI {•} 
llaroll I '•Hur7 ..... O'Nr 

I Mrwz I Jnp•= .. ··~ .. ».212 
- zll,l!l!! - §i,zoo 

- 12,2!19 - 101,!172 - 10,111!1 5.m 
- 6z,uz 1~,CJ}! 

-*l=•16z _. ~1·S~ 

ott1oe ot \lot loO!'o'-7 of \lot '"'-r7, llh1.oioa of lleeoaroh 0114 1\&\hUoo. 

I llaNia ..... 
I !t)rwz 

- u.~ 
-llol 

- 27.6 
- 21,, 
- .».! 

-~ 

lovoel All f1pno &n 4opoo1\o wl\11. \lot !r...,...er of the 11oHo4 ltateo oa ao-l of pro-• 
of eal .. of 'Da1\o4 l t o\eo "rlllco llol04o • 

• \01 l1CVOI lotft lion rna4o4 to DOareol \ bouaa4 aa4 will 110\ aoooe..,.117 1044 \o \o\ale . 

I hllr.lT -l -
- Jl,,. 
-A.! 

- 25.5 
- 13.7 

...t.l 

-WI 
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W"Ifim S!UDS SA.'f'D'OS BOGS 

D&il;r 8011oo - Maroh, 19112 
0. Bae1e or I eeu. Price 

(In ~bou...4o ot 4ollara ) 

Poo\ Ottioo :laAit :loa4 lal•• .Ul :lo114 lal .. 

lla\o 
:1oa4 laleo 

lerloo:l lerloo :1 lerleo J lerloo .. ! o\al .... lo • • hrl•• J 

..,..1,-z 
• 15,861 • :!6,636 • 21,671 2.~3 

2 • 5,111 • 2.~3 • 8,7:!6 • 
~ 

2,975 8,1159 1,629 8,780 11,1161 u ,IIY. 1, 629 

3.»5 I ,IJ3 2,651 12,551 2~.~ 12,221 2,,,. 

l ~·"' 10,"' 1,68o 11,170 23.991 1~.317 1,61o 

,179 10.~ 1,759 10,125 23. 279 1~.175 1,759 

7 3 .~ 11,516 1,516 6,321 1.!1.1199 15,o66 1,516 

' ~.967 18,636 3.~ C,ll88 31,o61 23,6oll 3.'" 

10 2,.,. 5.71!1 1,}65 11,162 11,2~ • • 523 1,365 

11 3,156 10,002 1,533 7.217 11,123 13,151 1,533 

12 2,616 8,11~ 1,133 5.5M "·750 10,100 1,133 

~~ 
2,612 10,5911 1,o65 ~,007 16,666 13,276 1,o65 

2,797 6,616 1,102 • 7115 12,1163 9.~3 1,102 

16 ~~.~ lJ,19J 1,~15 1, 693 23.301 17,651 1,~5 

17 2,967 6,JA 1,015 2,~1 !),961 !J,J5l 1,015 

11 2 :~~ 7.097 1,l01 '·,~ 
17 ,7Jl 9.65o 1,l01 

19 2, 9 7,911 1,019 5.5 1~.1157 10,1170 1,0l9 

! a\al . ~~.~~ .16o ,1~ • z6 ,1~ I ruo ,1191 .J06.79~ $215,500 • z6,1~ 

Offioo ot \M leoro\&:7 of U.. !r...-.r7, Dl'l'ioloa of l .. earoh u4 ltaUatioa. 

lowoos .U1 fiproo are 4opoo1\o '1'1\h tho !roanror of tho U..Uo4 ltatoa on aooo'llll\ of proooo4o of 

aaloo ot 1JaUo4 1\a\oo earl.,. boll4a , 

Jowl ~· haft- ..-o4 to MarOa\ \houoa4 u4 v1ll ""' -•aarllT o44 to \o\alo, 

.... lo. 0 

• 8,7z6 
1,710 

12,551 
11,170 
10, 115 
6,321 

8,11U 
11,16! 
1."1 ,,,.,_ 
~,007 
. 7115 

1,69J 
2,~ 
t~ 

ruo.ll91 

t.\al 

• 32."7 
2l,A3 
21·"3 rr.•r rr.-,a 
22,!)79 

36.035 
1~.050 

~:;g 
1!), 
15,26o 

27.76' 
12,927 

~::l 
. 162.116 
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TO 

289 
TREASURY DEPARTMENT 

INTEII OI'I'ICE COMMUNICATION 

DAft Jluoch 20, 1942 

Seo ... t.ary llorpDthaU 

Georse ButtiJiitob ~ · 

The tollowiDg liat ahowe "The lin Sp1r1t• booJd.Dca tor 

the wok elldiDg ~ 15, 1942, aDd the total to clate1 

.&.l't:e.D,T 28 
Atla.Dta 113 
BoetoD 83 
Btltfalo 29 
Cbarlotte 68 
a.icago :n 
Cincimw.ti 69 
Cla'felalld 58 
Dalla• 62 
DenYer 20 
Dea J!oinee 14 
Detroit 73 
Tnd1•n•polis 54 
Xansae City 44 
Loe ADgelea 114 
Jlelrphie 43 
1!1l'll1luD8 48 
111nneapolia 43 
.... i!&VeD 13 
.... Orle&M 54 
.11e1r York 1S6 
Oklah.-. Cit7 46 
Qoaha 68 
PhUadelpbi.a 113 
Pittebu:rgb 102 
Portland 33 
st. Louie 63 
Salt taka Cit y 38 
SaD Francieco 76 
Seattle 42 
llaehingtOD, D. c. J(._ 

Total !leek EDd1ng llllrcb 15 1,858 
n " 11 " 8 2,139 
• • • • 1 2,041 
• • • February 22 2,015 

• • • • 1.5 1,942 

• • • • 8 ! . §Q2 

GlWID TOUL U,795 
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.... 10, lMI 

111 a.ar Walt .. , 

Ia "Pl7 to 70V lett .. ot 
WU.Ill~, tM 'rreU!U'J''• tu 
atdt baa .Ue u ~la ot Dr. 
cutaY Stolp.,.•• letter .... w 
.ollla t. elM to let,.. ... u. 
U tiler Ill'. lu4olpll Pal or Ill'. 
Ro7 Jloqll 11 at 70V 41apolll. 

s .. t rec...U. 

Sboe"l7 JOVI, 

IIJ>. falter Llppuaa, 
li2i llitll Sbelt, I.W., 
Wuai.Jictoa. D.c. 

Copies to: Mr. Randolph Paul 
)(r. Roy Blough 

-
290 
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Dear Henry• 

1.525 55th street , N. 11. 
11aebington, D. c. 
llarch 19, 1942 

I wonder i f any one 1n t he Treasury baa 
IW!e an analysi s of tbe l etter by Dr . 
Custev Stol per wh1cb appeared 1n last 
Sunday ' e New Iork Times? If so, 1 should 
like very aucb, 1f pOssi ble , to eee it 
before I nt teapt t o write aqytbing about 
too tax prograa. 

Kind r o11ard s • 

Yours, 

Honorable Henry Korgentbsu, Jr. 
~ecretery of the Treasury 
faebington , D. c. 

292 
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For Your Information 

l!&rch 20, 1942 

To Ferdinand Kuhn, Jr. 

From Joseph Melia 

EDI1'0RIAL COli!JENT ON TAXES: 
ECHOES FROM THE GRASS ROOTS 

Although there is dwindling editorial discussion of t he new 

tsx program as a whole, the past week has produced a steady 

grar.th and intensification of the demand for a general sales tax. 

Uetropolitan newspapers are pushing with increasing vigor their 

decand that Congr ess enact such a tax; the smaller newspapers have 

no1~ taken up the cry, and are repeating the demand in all sections 

( of the country, even i n those States which already have a sales 

tax on the statute books. Opposition to a sales tax is insignifi­

cant and al.Jnost unheard in the general editorial clamor. 

The National Association of Manufacturers has been successful 

in winning the endorsement of many small-town newspapers. Those 

r.hich co~nt on the N.A.U. proposals accept them at their face 

value ; there has been no editorial endorsement of Representative 

Jere Cooper's charge that . the N.A.lo!. program was merely an attempt 

to shift the burden f rom the shoulders of the big corporations. 

Increasingly evident in the demands for a s~les tax is the 

tacit appeal for a lowering of the individual income taxes 
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suggested in the Treasury's program. The small-town newspapers 

place more emphasis than t heir metropolitan counterparts upon the 

burdens already borne by middle-income taxpayers and upon the 

"dangerous" new burdens which the Treasu~y would seek to impose. 

Applauding the N.A.11. for presenting "the most sensible as 

well as the most practicable tax program yet to turn up in 

Washington," the Sioux City, Iowa, Journal, for example, states: 

~eobers of Congress have heard from the country, which daily is 

becoming more articulate on the tax question, and they do not 

subscribe to Mr. Korgenthau's theory at all. They are thinking 

more and more of some kind of sales tax, and now that the manu­

facturers have presented an intell igible plan for a combination 

of a sales levy and •moderate increases' in income taxes, they 

cay give it careful consideration." The Macon, Georgia, Telegraph 

f inds the proposed income taxes "drastic". It hopefully forecasts 

as "highly probable" that the "extreme demands of the Treasury 

mA'J be resisted," while, more aggressively, the Fort Worth 

Star-Telegram declares: "The Treasury program is an evasion of , 

the major principle that every American must shoulder his just . 

portion of the war program ••• It ignores the important fac t that 

double income levies .•• will force liquidation, defaul ts and loss 
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of investments. In business which does not share in the proceeds 

of armament spending, increased bankruptcy will spread unemployment 

among the workers of certain concerns closed down ••• Whf do not 

Congress and the Adminis t ration invoke that principl e which has 

been applied in Britain? There every income earner pays something 

in di rec t taxes and also pays heavy sales levies." This newspaper 

goes on to say that "there is at least the taint of suspicion that 

the Administration may be catering to votes in fastening the main 

burden of taxes upon minorities." 

Many other smaller newspapers share the suspicion of the 

For t Worth Star-Telegram that the Administration is opposing 

a sales tax because of "politics." 

The Colorado Springs Gazette, for example, states: "Faced 

wi th the demand for new and exorbitant taxation, Congressional 

sentiment runs toward a general sales levy, and tqe Treasury, 

seeking desperately to head it off, cries, 'No! No!' ... The idea 

of the Treasury trying to head off Congressional sentiment and 

dictate tax policy carries connotations unpleasant enough in them­

selves, but the idea of financing the war wi thout letting the 

burden touch favored political groups and those directly profiting 

from the war effor t is a bit too arrogant •• • " Similarly, the 
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Chattanooga News claims that the Administration's opposition to 

a sales tax is "demagogic." This newspaper refers to the 

Secretary's statement that sales tax advocates are seeking t o 

take a little of the load off t hemselves as "a play for votes 

end the applause of the masses." A sales tax, it argues, "would 
..... 

distribute the burden among all classes, t hose of high and low 

incomes paying in proportion and the income tax taking care of 

the surplus remaining to the higher incomes. It would be a 

mtasure for the benefit of the masses and holds the secret of 

saving this nation from complete financial collapse." 

These comments reflect the opinion of smaller newspapers 

in all sections of the country. Calling for a sales tax, the 

Water town, New York, Times and the Worces ter, Massachusetts, 

Gazette demand that "Washington forget politics," while the 

Uiami Herald says "the Treasury and the Administration should 

quit sidestepping, " and the st. Paul Pioneer Press calls 

Secretary ~rgenthau•s reasons for refusing to advocate a sales 

tax "an admission that the •soak the rich' school of politics 

is a form of fooling the people." 

The Treasury's case, in other words, is getting no appreci­

able edi torial support. The ,few publications which staunchly 
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support the principle of abilitr-to-par are voices crfing in the 

wi lderness. All signs show that it is high time for labor and 

other friends of the Administration to make their support vocal 

and effective • 
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For Your Infor~tion . 

Lre.rch 20. l!J.12 

To Archibda L!ncLeish 

From f~lBn Barth 

EDI1'0RL\L OPU:IOJO: 
Oll THE WllR: 
BLOOD TRM,SFt;!; ION 

I:htion 

Tho headlines all but san& the nev:s about &cArthur. And 

in the s:t."lc breath they jubilo.ntl;r ?roclai:ncd that soon the 

l!nitcC. I:c.tions oould ta!<e t he offensl vc a::;ains t Jo.?:m . 

The morning newspapers of 1fu.rch 18 ho.d a nnval victory to 

rc joice over, o.s vtell o.s t he t ale of Lf.ncArthur 's safe arr i vo.l in 

Au~tralio. . And American trpops - o.n A.E.F. with a huco convoy 

of .n.~tcricl - ho.d reached an Australian ;10rt juct ahead of him. 

It t•tns te>o ouch good nor:s at once ; tl1o type fonts were inade­

;uate to tho occasion. Re?ortors on the scone were unabashedly 

entltant. Thel chronicled what might have been an American invasion 

or conquest of Australia. Their stories trashly told of the takinc 

over of Australian plants by Americans, o£ the introduction of 

A:nerican efficiency. The deep spell of depr ession which had been 

cas t upon the pross by t he news of the battle of Java was completely 

swept asi.do . 
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Through all of the editorial comment about General MacArthur, 

the re rcn a current of ebullient faith in him, both as a military 

t;enius and as a symbol of victory. "llacArthur is a. promise," said 

The Christian Science Monitor. "The short-ranee r> romise is for 

a successful defense of the United Nations • last stronghol d in 

the South Pacific .• . The long- range promise in this American­

Australian combination is a~ost as encouraging .•• the promise of 

/ l:.rin&ing t he whole English- speaking community into understandings 

and rela tions which will be t he best guarantee of peace." 

But the editorials v;ere a good deal more guarded than the 

nevts ?ages when it came to forecastine; an offonsi ve. "Let us not 

expect too much of MacArthur - especially not all at once, " The 

Birmingham Age-Heral d v;arned. "Let us remember, " urged The Richmond 

Times-Dispatch, "that he cannot perform miracles, and that the 

Japanese hold all the advantages today." 

!'.anson Baldwin, The New York Times' mlli tary expert, pointed 

out : "The problems and responsibilities of MacArthur of Australia 

will be of far greater magnitude than the problems and responsi­

bili ties of MacArthur of the Philippines .•. His greatest role in 

the Philippines was only in par t that of generalship, mor e that 

of leadership ... In Australia leadership and personality will 

play their ever- impor tant role. But in Australia there is no 

fixec scheme of defense." 
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As the first elation wore away, the bulk of the press took 

cognizance of the difficulties which lie ahead and endeavored to 

caution the public against excessive hopes for the immediate 

future . But they ma.y not easily be able to erase the impression 

creo ted by their headlines tba t the tide has turned. They ba ve 

built General MacArthur a pedestal on which he may find it difficult 

to keep his balance. 

In a fairly extensive survey of the press, not a single adverse 

comment has been found concerning the General's transfer from the 

Philippines. The New York Daily News Syndicate, which had used 

MacArthur 's continued presence on Bataan as a fulcrum for its 

efforts to undermine confidence in President Roosevelt, was con­

spicuously handsome in its appreciation: "President Roosevelt did 

it. The ent ire credit goes to the President, and there can be no 

roon for anyt hing but the highest, most unstinted praise. All 

America - we are sure - has only hear tfelt acclaim for the 

President's action, and we would like to add our voice in extend­

ing congratulations." 

The Chicago Tribune managed, however, to inject a sour note 

into its applause: "One great advantage which may be expected to 

flow from the transfer of Gen. MacArthur is the liquidation of 

Churchill as the principal strategist, at least in the Pacific 

tlteater." And, as a closing gibe: "The Bataan defenders may fight 

the better for knowing that they are no longer forgotten men." 
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Zeal -
The position of KacArthur and the American contingent in 

Australia has been made a peg on which to hang renewed demands 

for an all-out production effort at home. A number of newspapers 

utilize it to cloak an otherwise undisguised attack on organized 

labor and the New Deal. 

But beyond this narrow aspect of the demand for increased 

, production, there seems to be a real and growing sense of urgency 

which clamors for a leveling of all obstructions. All se~ents 

of the press showed keen indienation over the charges made by 

Robert R. Guthrie in conjunction with his resignation from the 

Vlar Production Board and insisted upon thorough investigation and 

correction. A St. Louis Post-Dispatch editorial gave expression 

to what appears to be a general desire for still more vigorous 

leadership in domestic affairs: "The people in general have 

shonn themselves only too willing to fight, to give, to sacrifice, 

to do everything possible to make this country victorious. But 

the people cannot settle the problem of cleaning out the WPB, 

building a fire under the brass hats and forcing the operation 

of machines 168 hours a week. That is a job for the Government, 

in particular a job for the man who is at once President of the 

United States and Commander-in-Chief. Ur. Roosevelt can smash the 

bottlenecks, tell labor and industry what is expected of them ••. 

The cry is for: Action! And to hell with costs and consequences! " 
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Along with the renascent hope stimulated by the good news from 

the pacific, there seems to have developed a sudden intensification 

of ardor, a sense that concentration of energy today can have great 

potentialities f~r tomorrow. 
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JAELDRANDUM FOR THE SECRETARY. 

!.larch 20, 1942. 

!.!ail Report 

During this past week the mail followed much the 
same pattern as that of the previous week, with tax let­
t ers far in the lead. Perhaps the latter did not rep­
resent quite such an outburst of protest. There were 
more general suggestions, and even a few friendly comments . 
Out of several hundred letters, 135 contained suggestions 
for new taxes, or for methods of collecting the present 
ones . Still leadin~ in suggestions for new are: dogs 
and pets , radios , h~gher postage rates, club dues, and 
above all, •Tax the Unions". The lat ter include letters 
from Union members protesting the salary of their leaders 
and telling of the conditions that should be remedied . 

Letters in favor of the withholding tax are 7 as 
against 3 opposed . 

There continue to be a few protests of taxation on 
municipal and other tax-exempt bonds, end a small campaign 
on the pert of telephone employees, protesting taxes on 
pensions and trust arrangements for employees. . 

Letters in favor of the sales tax slightly exceed 
those against it, in a ratio of 93 to 28. 

Out of 30 anonymous letters, 18 were abusive end 12 
general. 

General subjects still in the public mind include 
economy, control of labor, end others covered in recent 
reports . 

The mail continues very heavy, but not quite as much 
so as it was last week. 
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General Comments ~ Taxation 

Frank H. Lovingston, Wound, !.linn, Why can' t we pay our 
income tax in 12 installments? These 12 installments 
should be from Jan, 31 to Dee. 3~ of each tax year . Thue 
people would rush their income tax returns . I could he~• 
made mine Jan. 31, 1942, instead I filed it a week ago 
and made my 1/4 payment. Twelve installments would be 
much easier . The rate of tax is not more important than 
the method of payment. * * * 

Joseph L. Kochka, Washington, D. C. (Copy of letter ad­
dressed to the Collector of Internal Revenue, Baltimore, 
Md. } Last l ugust I purchased Treasury Tax Notes from 
Riggs National Bank, $25 in my name and $25 in my wife ' s 
name, leaving an order that these purchases be made monthly. 
At the time, I did not know just how much tax I would have 
to have nor how much she would pay. It now seems that her 
tax is going to be greater than mine , and the bank tells me 
that the surplus notes in ~ name cannot be used in paying 
her tax. If this is true, it defeats the purpose we had in 
mind, and creates what I believe is an unnecessary di ffi­
culty. We have sufficient notes saved to pay our total 
taxes, and I am asking that arrangements be made by your 
office permitting the surplus notes in my name to be used 
in paying her tax . We want to pay it immediately and not 
defer ita payment . ***You have gone to a .good deal of troub­
le to help people save these taxes . Why not make it just as 
easy in a case like mine? It should not be difficult for you 
to do this. 

Edward Kronvall, President, Springfield Safe Deposit and 
Trust Comiany, Springfield, ~ss. During the past year I 
have reoe ved several letters from your office asking that 
we ~ive our assistance in the sale of Defense Bonds and Tax 
Ant1cipation Notes, This we have done to the best of our 
ability. Up to the close of business last night we had sold 
to 3, 383 customers Defense Bonds to the aggregate amount of 
$2,271,625, but had only been able to sell to 87 customers 
the tax form of bond to an aggregate amount of $51, 825, of 
which amount this bank had taken $20, 000, and $7, 500 waa for 
~ personal account . * * * I have discovered one of the 

Regraded Unclassified



305 
- 2 -

reasons that have prevented a greater sale of the tax 
notes . One of our depositors, after having waited in 
line for over an hour , was informed that the notes could 
not be taken at the local office, but would have to be 
sent to Boston. In my own case , when I appeared at the 
office in January, onl y two other taxpayers being present , 
I was told by the deputy in charge that he could not take 
the $7 ,500 tax notes as part payment of my tax,· which I 
paid in full. n * * Upon referring the matter to the Chief 
Mr . Lucy, who seems to know his way around, the deputy ' 
was informed that I was perfectly right, that the notes 
should be taken. Then, after I had to show him how to 
find out the interest due on the notes, he refused to 
~ive me a receipt . Be again referred to Mr . Lucy who in­
,ormed him that I was entitled to one . * * * I went away 
with the feeling that that was the last tax paper I would 
buy if that was to be the attitude, but kept it to myself 
more or less until I found that several other people had 
had similar experiences . * * * Another criticism locally is 
that the hundreds of people who go to pay their taxes in 
cash are directed, after waiting in line for long periods 
of time , to go and purchase Money Orders as the local of­
fice cannot take the cash. •• * •• We hope you will accept 
this letter in the spirit in which it is written, as we 
wi sh to be of the greatest assistance in the sale of any 
of this government paper at this time . 

C. F. !'Anson, Salem, Ill. Attached hereto is a suggested 
graduated depletion schedule of allowances on oil wells . 
From my experience in the oil industry, I have found the 
operating or lifting costs on a lease vary extensively, 
depending on the owner's attitude or ability. From a tax 
standpoint these costs should be more or less standardized, 
which I pr~pose to accomplish by making a composite allow­
ance to cover operating costs and depletion. \Plan follows.) 
•f " * A solution to the controversy on depletion must be 
found , and I firmly believe that the attached allowances 
embody the most equitable principles even though the actual 
percentage figures may neea correction . Should you have 
any questions calling for my going into further detail , I 
will be glad to do so . 
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John W. Green, President Wauneta Falls Bank, Wauneta, 
Nebraska . I thought perhaps you might be interested in 
what is going on in a little town of about 760 people in 
a part of Ne~raska called by most Easterners , the desert . 
The preparatlon of income tax returns has been a con­
siderable chore for all small town bsnkera . There is no 
certified public accountant nearer than 65 miles . The 
people are very reluctant to go to revenue men they do 
not know, so the burden falls on the country bankers . 
We have made out 125 tax returns that paid a total of 
$21, 363,29 tax, with 90% of it remitted when the return 
was payable. In addition to this , we have sold about 
$60,000 in Defense Bonds , and have only used our regular 
force . We have had to grievously stJ•ain the 40 hour week 
law. Everyone in this count ry wishes they would lose that 
law for the duration . In making these returns and drawing 
the checks for the tax , we have no complaint f r om our peo­
ple . Their response in every way bas been wonderful . I 
thought that as busy as you are, you might like a breath 
from the country. 

A. H. Galliger, Hot Springs , Ark. ""<>Permit me to say 
that ~ observation causes me to believe that the people 
are very grateful t o you for your courageous f ight thus 
far , to force those who are making money out of the tears 
and blood of this struggle, to also in a large measure pay 
for it. Those who fully understand that this program will , 
in addition, act as an effective brake upon inflation are 
doubly ~rateful~ In the opinion of many, all things that 
the Administration has done bas not been the best that 
could have been donei but certainly the efforts being put 
for th to prevent inf ation and shield the humble worker, 
or workman forced out of employment by curtailment of 
industry - and there are millions of those - deserves the 
support of every American citizen ~ """ For the wise 
gUldance you have give~ and are giving, your Department, 
I as one of America' s millions, deeply thank you. 

Henry J . Gesen, Realtor , Pontiac , Mich. After four be~tic 
weeks a great calm has settled upon my office, for durlng 
that time I made out over 600 income tax reports , and 
assis ted in the making of 300 others . My clients are all 
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wage earnin& people; I carr~ on a strictly neighborhood 
business . Mf purpose in wr1ting you concerns the re­
action, my own as well as that of the public as I know 
it, to form 1040-1. Too many backed away fr~m the use 
of it as something to be avoided. Often I would run down 
the figures on form 1040 before being permitted to use 
the optional form. Bad the allowances for deductions 
been just a little'more liberal , I am of the opinion many 
more would have been used - the idea in itself is good. 
Meeting so many it,.ma,y interest you to know that a good 
percentage of thes~ people are already of the opinion 
income tax will be taken directly out of their pay check, 
hereafter . We have found that to be the easy way where 
homes are bought on Land Contract, pro rate the tax and 
insurance and add the same to the monthly payment . People 
understand that. ~ * o 

Walter VI . Woodbury, Long Beach, Calif . You had better 
start that tax or hold out on wages pretty soon. uy wife 
was at a party the other evening and one of the ladies 
told her that she , her husband and two nieces , all making 
good money, were not buying anything, Defense Bonds or 
otbet•wise spending their money, except on their back. 
Neither were they using the banks, but were carrying the 
t ~sh with them in a money belt. Some of the same party 
spoke of the big wages they were getting. No one seemed 
to be buying Defense Bonds . Some of the men out where I 
work seem to think (what they think with, I don 't know) 
that after this mess is over, United States Defense Bonds 
might not be any good, but United States money will be. 
Others , including myself, won't go all out on the payroll 
deduction for Bonds because they think the Company is mak­
ing a little interest on their money; and this is the 
really big important reason - we have been trying for some 
time to get a raise in wa~es to compensate somewhat for 
the. increased cost in liv1ng- so if we buy one or two 
Bonds a month the Company will say that anyone who can do 
that don ' t ne;d a raise . * o * As a working man, and having 
gone through the last war, I am very much in favor o~ the 
withholding tax on wages, somethin& of a compulsory lnaur­
ance and savings plan. 
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Favorable Comments ~ Taxation 

Jacob M. Berkowitt, Philadelphia, Penna. I wish to 
commend you on the stand you are taking against the 
sales tax in Congresa, as well as taxing low income groups . 
I 'm with you in your fight . 

John Fenney, Norwalk, Conn, * * * ~ income tax for the 
past year is a flat one hundred dollars, but if a 10% tax, 
or even more, were deducted from my pay, I would still 
think we are most fortunate to be living in the United 
States of America. Come now, have everybody do their 
share, then the goal will be attained. * * * 

Joseph Clark, N,Y.C. I am writing to inform you that my 
wife and I have filled out the short, simplified form in 
payment of our income tax. Truth is we saw the Donald 
Duck f ilm on the subject, and even though we would have 
justifiably saved five or six dol lars if we filled out the 
long form, we were truly impressed by the above-mentioned 
film. I also want to take thie opportunity to protest 
against those Congressmen, and it seems they are the ma­
jority who voted against this marvelous educational film. 
Those members of Congress who attacked Donal d Duck and 
turned stronger fire against Disney than against the Axis 
are doing the Axis a great service . We need education. 
We need what reactionary, poll tax Congressmen call ~oon­
dogglingw. Yes, we even need Donald Duck if it helps the 
Government get a few million additional dollars f rom the 
citizens for bombers. We don ' t need poll tax Congressmen; 
we don't need Congressmen who hate the social, economic 
welfare of the Am.erican people almost as much as they love 
lli tler . 

Miss Ruth Greenwald, N;Y.C. While I think your proposed 
new income taxes are very stringent, I congratulate you 
upon your fairness . There are few people in this world who 
appreciate the situation of the people in the low income 
brackets. It is quite obvious that en income tax is the 
only equitable method of taxinf p~ople -- according to a 
personrs income - end not a Na ional Sales Tax , the burden 
of which would of course f all upon the poor man's pocket-

book. * * * 
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Dr. L. A. Eldridge , Jr . , Great Neck, N.Y. I have been 

pleased to see your strong statement of tax principles 

made recently. I heartily approve of taxation accord­

ing to ability to pay . Certainly this is a demOcratic 

principle . I am glad you are opposed to a sales tax and 

are in favor of stiffer corporation taxes. I hope you 

will continue to support these principles as strongly as 

you have stated them. 

K. G. Fulton, Kansas City, 1fu . Last week this writer paid 

income tax for the first time i n his 45 years of living 

in the greatest countr\ on earth. And frankly , I lovea 

it, "Believe it or Not • Lly wife and I i~ere talking this 

matter of taxes and inflation, and the cost to us as indi­

viduals, and my wife made what I believe to be the wisest 

statement concerning the paying and sacrifices that 

America must make , and to do it now, not to-morrow and the 

next day, but now. (Withholding wages and ~iving Bonds 

after the war is over.)*** Maybe I 'm preJudiced, but 

I think the wife is smart and hit the na1l on the head, 

R. L. Tollett, President , Gosden Petroleum Corporation, 

Big Spring, Texas . * * * Both you and Mr . Paul were coura­

geous enough to recommend the elimination of the percentage 

depletion provisions of the Federal Income Tax Law. Be­

lieving myself well qualified to do so, I congratulate both 

you and Mr. Paul for making this recommendation. I am 

President and General Manager of an independent company 

engaged in producing , r efining and marketing crude oil and 

its products. Our total assets amounted to over six and 

a hal f million dollars . (Also lawyer, C.P.A.i and director 

of Petroleum Associati ons, etc.) " " * Regard ess of the 

arguments presented and the pressure exerted to influence 

members of Congress from oil producing states, I am sincerely 

of the opinion that percentage depletion as now provided for 

is a subsidy to the producing division of the oil industry. 

• * * It is not mf desire to participate in any argument with 

the well-organized associations of oil producers , but I do 

think that your r ecommendations are reasonable and should be 

followed by Congress in enacting the next Revenue Act. A 

great responsibility is yours in these critical times . You 

ere to be congratulated for your courageous efforts in this 

instance. 
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• 
Unfavorable Comments on Taxation 

s. iinswortt. Hird, President, Samuel Hird & Sons 
(Worsted llanufacturers), Garfield, N. Y. After c~reful 
reading of the changes that you propose should be made 
in levying the new corporation income and corporation 
taxes, I feel that as an employer I am qualified to sug­
gest that the method of collecting the tax that requires 
the employer to deduct t he tax f rom the payroll, would 
in a large part serve to defeat the purpose of the 
Administration, in that it would create inflation, be­
cause whenever sums such as proposed are deducted from 
oayrolls , there is al~ays an automatic demand for an in­
crease of this amount in the pay. * * * 
E. 1. Miller, Harrisburg, Penna. I am this day forward-
ing to t he Collector of Internal Revenue at Philadelphia Q¥ 
fir st installment on 1941 income tax. I am as ready and 
willing as the next person to bear my share of the war burden, 
provided the money is judiciously expended and not foolish­
ly, as indicated in the enclosed newspaper clippings . After 
making due allowance fo1• the bias of the V/ashinl;\ton Post, 
they still have a helluva lot on the ball, and 1n my judg­
ment, it is high time that somebody at Wasr~ngton starts 
wielding the pruning knife. 

F. M. Lindsay, General ~ager, Decatur Newspapers, Inc., 
Decatur, Ill. * * * The finest contributions in this com­
munity to welfare agencies are made by men and ~~men who 
have i ndependent incomes of their ovm, Not more than a 
week ago I heard the finest contributor to the Community 
Chest say that the forced consolidation of husband and 
wife was going to decrease tremendously charitable and 
educational gifts by these people. Personally, I think 
that the joint return is unfair and many of our mos t decent 
citizens are going to feel they are being unfairly taxed, 
It seems to me that when heavy taxes are l aid that no group 
of honest taxpayers should feel tbet they are goats. 
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v. S. Whitinger, President, The Peoples Bank and Trust 
Comp&ny, Tupelo , Miss . ** •We have aales tax in Mississ­
ippi and have had for a number of years and consider it 
the moat equitable form of taxation, and have never con­
sidered that such a tax was inflationary. We feel sure , 
if it is a fact that the Treasury Department holds t hat 
such 8 tax is inflationary, that you have good reasons 
for such position. However, we cannot understand it, and 
would appreciate advice from you aa to the reaaon you 
think it is . • * * 

Brandon Barringer , Vice President , The Pennsylvania Co. , 
Philadelphia. I was much interested in seeing your state­
ment that we should not at t hia time increase the tax burden 
of the lowest group of income recipient& which will, I think, 
meet with general acceptance . I wonder, however, whether 
it has occurred to you that the proposed increase of the 
Federal normal income tax and surtax on corporations from 
Sl% to 55% will have exactly this effect in hundreds of 
thousands of individual cases, ae it will reduce the divi­
dends received on stocks by people wi th very small income 
by an average of 1/2. * * * I have just had a meeting with 
the president of a charitahls foundation , all of whose income 
is devoted to paying ti.ny annuities to retired music teachers . 
* * * The foundation adopted the policy of buying what they 
considered the best common stock to maintain annuities. If 
your proposed tax bill goes through, every one of these 
annuities will have to be drastically decreased. * * * I 
would much prefer to see the corporation& allowed to vay 
out dividends and an increase in the scale in the indlvi­
dual income taxes so that the money could be collected in 
accordance with the ability to pay. 
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Henry T. Pratt, Minneapolis, Wlnn. * * * WAny of ua 
bought auto use tax stamps in January at $2 .~9, and 
I understand we buy another in June. We used tires 
we stood in line, the Government (we) paid for prfnttng 
the stamps, and cards, thereby using valuable paper, 
end you have a record of every oar - for what purpose? 
All that information is available in the state r ecords . 
Yet an organization and files or storage must be arranged 
tor them. * * * If some clerk in your office is going to 
write a form letter , wYour valued suggestion has been 
referred , etc., etc. ,• don't bother &bout it-- get on 
with the war, 

G. W. Henshaw, Grand Rapids , Uich. Since the Collector 
of Internal Revenue at Detroit stated through the Press 
that Vehicle Tax Stamps did NOT have to be displayed on 
the automobiles, but could be carried in billfolds, 
hundreds of people have not bought the stamps . Many have 
actually been heard to brag about not buying the stamps. 
This is extremely unfair to those of us who willingly pay 
our various taxes, and it is a rotten situation generally 
when we consider the thousands in Uiohigan who are American 
on the surface only. * n * 
Mary 0. MacCafferty, N.Y.C . I wish to inform you that 
with my income tax return I sent the following letter: 
"I hereby protest against the payment of the enclosed 
income tax and state that I have only paid it under the 
threat of a jail sentence. This tax hu been forced upon 
me and upon several million other Americans against our 
will to pay for a war to which we were bitterly opposed, 
and which, if the present Administration is not expelled 
f rom Washington, may only end with the downfall of the 
American Republic . It is taxation without representation. 
I defy the political pa.rty in Washington, which came into 
power through the abuse of public confidence and maintains 
that power through sheer chicanery, to prove that it rep­
resents the will of the American people . • 

• 
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llorvin H. Rieser , N.Y.C. * * * The tax situation is so 
complicated, and the work and cost of filing same is so 
expensive , that in many cases the cost of tlie work far 
exceeds the actual tax paid. If some drastic action is 
not taken by the United States Government this situa­
tion will become worse instead of better . ' • • • As an 
example of what a manufacturer is up against - our exeo­
utive offices are in New York City, we o~erate a plant 
in Pennsylvania, and we pay a Pennsylvan1a Franchise Tax, 
a Pennsylvania Income Tax , a Pennsylvania Corporation Loan 
Tax, a Pennsylvania Bonus Tax. In New York City we pay 
Sales Tax , Gross Sales Tax, an Occupancy Tax, and a New 
York State Franchise Tax; California Income Tax , Los Angeles 
County Personal Property Tax (which is outrageous) , and 
equally so, the Washington, D. C. Income Tax , and the Wash­
ington, D. C. Business Ta.x. * * * The Washington Tax must 
have cost us $200 in labor , and we paid them $31.61. You 
are aski.ng the country to streamline business in order to 
produce efficiently, and it is high time that streamlining 
was started by the Government to eliminate the hardships 
which are increasing instead of diminishing. • • * 
Leslie Williams, Palm Springs , Calif. For several months 
we havs read in the daily press of your sugges tions or 
proposals to limit corporation profits to a fixed percent­
age of the invested capital. Some of u.s were enthusiastic 
over your apparent foresight and tendency toward straight 
thinking on this basically important subject. But now we 
learn that you seem to have dropped the subject entirely, 
advocating instead a mere change in tax rates without 
changing in principle any of tlie major features of the 
present tax law. * * • As the matter now stands , your pro­
posal would treat the Coca Cola Company exactly as it woul'd 
the Consolidated Edison Co.mpany of N.Y., to pick at random 
two well known corporations . Coca Cola, ~ith stock selling 
at about $60 per share (it bas been as high aa $90 recently) 
has invested capital of $5.15 per share. It pays $5.00 divi­
dend per share or about 97 .8~ on the invested capital . 
Consolidated Edison, on the other hand, sella to-day for 
about $11.50 per share, with invested capital of about $44 
per share It earns about 4 .8~ on the invested capital. 
Yet you p;opose to tax both companies on substantially the 
same basis indicating that you feel that the present 
scheme aho~d be perpetuated. Certainly nothing in our 
economic life compares with our tax laws as representing 
a hodge-podge of expediencies, with practically no consider­
ation for sound, basic principles . * * * 
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' General Comments on Present Emergency 

tla than Schachter , Chicago , Ill. In !!1¥ position as Olmer 
and Operator of furnished apartment buildings consisting 
of over . eighty American families of various o;igins I 
have found many of them to be defense workers in Chlcago 
and vicinity, I am informed that all piece workers that 
have earned $10 to $18 per day, for soma unexplained reason 
must now and in the future cut the piece work not to exceed 
more than $10 per day. In my estimation, it means ttiat 
produc tion will automatically be cut down, contrary to our 
urgent war needs. I am therefore kindly asking you to give 
this information to the proper authorities to stop this 
dangerous step. 

Chauncey F. Cleveland Bishop, National Bank Building, 
Honolulu , sends Western Union WDney Order for $100, with 
the following message : Congratulations on the sale of 
Defense Bonds, Respectfully suggest that millions of 
citizens are now anxious to buy offense bond issues. 

Anonymous - N.Y.C. Labor leaders of all branches have 
harassed our American capitalistic system to such an extent 
that many Americans believe that the labor class in this 
country of ours is equivalent to the peasant class in other 
countries . * * * First, allow me to take as an example a 
union to which I belong. Being a musician, I belong to 
four different local unions - Kansas City, Chica~o, St. Louis , 
and New York. If I happen to receive my initiat1on in the 
Uusicians Union in New York, I pay the New York Local an 
initiation fee of $50. plus $4 quarterly for the duration 
of my membership in that local. Should I desire to travel 
to Wlami and work in the jurisdiction of the Miami Uusicians 
local , I mu.st transfer and pay that local a fee of $5 quar­
terly for the duration of ~ stay, unless I stay over a 
period of six months. Should I decide to stay over six 
months , I have to become a full-member by paying the initia­
tion fee of the Miami Local, which might amount to another 
$50. ~ ~ ~ The President of the American Federation of 
Musicians receives almost as much as the President of the 
United States , as far as salary is concerned, and his ex­
penses are all extra!**~ I believe the time is appropriate 
to set Labor in its place - limit these expensive labor 
leadera to a maximum of $200 per week - reduce the dues to 
a minimum that will pay the office help - demand that the 
excess be· turned over toward the vast problem of winning 
this war. * * * 
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George M. Clark, President, Clark & Gibb7 Inc ., N.Y.C. 
Last August, September and October, we deiivered office 
furniture in accordance with the amounts listed on the 
enclosed statements, We have received no remittances to 
cover these amounts, and had to borrow money at 6% from 
our bank in order to carry on. Thia i• all wrong and we 
appeal to you for immediate help. Please telegraph us 
collect if there is any more we can do from this end. 

A. N. Spanel, International Latex Corp., Dover , Delaware . 
(Telegram) Your courageous fight to repeal parasitic 
si lver legislation, in fac~ of silver bloc's strangle 
hold on our Treasury, will be applauded and long remember­
ed by the American people. No one underestimates the 
political and material power of your adversaries, but 
they cannot win if you stage your battle before the peo­
ple , openly and with no bolda barred, In the public mind, 
the discredited silver bloc represents the combination of 
a few against the whole peoplei and the entire economy of 
this country. Your victory wi 1 be a victory for every 
man, woman and child in America . More power to you, 

J. C. O'Dill, MYrtle Beach, S. C. I~ income is such that 
it is below the $740 point, and I am now in my 85th year 
of age , and a retired Methodist Minister , after 63 years 
of service in that capacity. I am too old, blind and 
feeble to offer my services to the Army, but I have always 
believed in the principals of Government by, for and of 
the people and beg to hand you herewith my check for $5, 
with the prayer for the speedy auoceas of our armed forces 
over our heathen and ba.rbaroua enemies. 

Thomas K. Galey, Owensboro, K1· ***The House bas passed 
the $771,555,137 , Farm Bill. Here in Owensboro lives rich 
Jim Ellis . Thirty-eight hundred acres of fine land came 
up for forced sale, Jim bought it for $27 ,000 cash. WITHIN 
THREE YEARS THE GOVE!OOIENT PAID Jill $41,000 BEC1USE HE WA.S 
1 GOOD BOY IN THAT HE COMPLIED WITH INSTRUCTIONS TO RAISE 
NO CROpS THEREON. Now, that's the kind of "loopholes• you 
ought to cork up: ain ' t I right? 
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Charles Lappen, Chicago , Ill. One of our business 
associates , Mr. Henry C. Bobbe, passed away several daya 
ago . He served with the U. S. Naval Foroea during the 
last war, and up to the tim& of his death was planning 
how he oould serve again. Instead of sending flowers , 
I am sending a check for $10, as a contribution in memory 
of Henry c. Bobbe, this money to be used by the Govern­
ment in any way it sees fit, in the broad program to win 
the war , 

B. V. Sturdivant, Theatre Defense Bureau, Los An~eles 
Calif. After observing very closely theatre audlence' 
reaction to the Walt Disney subject , "The New Spirit", 
nay I take this means of advising that it undoubtedly 
is the most successful subject of ita kind that has ever 
been exhibited. As a matter of fact , it is unfair to 
classify it with any other release eince it is a pioneer 
in its own right . The demonstration of patriotic fervour 
which invariably followed these showings left no doubt in 
my opinion but that a great service was done in bringing 
about even greater unity among the Amer ican people in our 
all-out effort, in addition to a closer and more f riendly 
relationship with the Treasury Department . * * * There is 
no doubt whatever but that it encouraged the payment of 
income taxes , 

Mrs. A. Weingarten, Cleveland, Ohio. * * * Just why is it , 
Mr . Morgenthau, that our delegated and elected authorities 
are doing nothing about Father Coughlin's weekly paier, 
"Social Justice"? Its circulation is growing, and ts 
reading matter is more menaci.ng week by week. If people 
who think they are no t interested would take the trouble 
to read one or two copies of this mouth-piece of hate, 
perhaps some action would be taken. I have written to the 
F. B. I ., and can' t understand why that branch of our Govern­
ment doesn't take this matter in hand . ***This particular 
periodical is ONE OF THE BEST FRIENDS HITLER HAS IN OUR 
COUNTRY. 

1lbert A. Rosenthal , a Traveling Repreaentat~ve , protests 
the red tape and "harping on technical terms of the Internal 
Revenue officials who have passed upon his oase. He is an 
American representative of an English firm offering wines 
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grown in Portugal, and selected because they resemble 
certain wines grown in Germany and France . His labels 
describe the characteristics of the individual wines 
indicating which German or French wine each one rese~lee . 
The Internal Revenue insists that one of the following 
adjectives -- "nutty", "dry• , " tangy" , •sweet" -- be used 
instead of the description he gives . Mr . Rosenthal says 
the terms are vague and meaningless , and therefore actually 
misrepresent the product . He is 77 years old, and says 
he refuses at this age to misrepresent, even when ordered 
to do so by Government officials who do not understand 
conditions either of his business or of international re­
llltions . He believes it actually an aid to Hitler because 
GerrrAn wines are •protected• by our Internal Revenue de­
cision. He appeals to the Secretary as the last step 
before winding up his business . 

~s . G. 1. Russell, Arlin~ton, Vt. We are totally at a 
loss to see on Vlhat groun~s you base the very kind words 
to "labor" in your speech at Detroit , January 25th. 
According to report of said speech in the New York Herald 
Tribune , labor received from you this choice piece of 
"taffy" : -- labor , Vlhich he said "has been ahead of us 
all in its willingness to produce armament" -- etc . 
A frightful waste of sugar, Mr. Morgenthau -- what would 
Mr . Henderson not say to you! * " * 

"John Doe", Greenwich, N.Y. I am a boy 14 years old, and I 
live in a small town in upper New York State. When war 
broke out I certainly wanted to help all I could. I thought 
of a plan which would raise a s~ll amount of money which 
can, I hope, be a help. I drew .~everal pictures of a •v• 
for Victory, one of which I enclose, and went from dooP to 
door selling them. The people gave whatever they thought 
fit . I found that the contributions were very generous . 
I have due to leek of time and other activities , delayed 
some tlme ln sending you the money I collected. I am going 
to keep on making them, but I now am enclosing a Money Order 
for what has been collected, which amounts to $2 . I do not 
believe in anonymous letters, but as contributions are from 
many, and I wish no personal cradit, I omit my signature . 
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Favorable Comments ~ Bonda 

Guy H. Walden, Assistant Cashier, The Firat National Bank 
Amarillo, Texas . * * * I have served two years with the ' 
Treasury Dept. as an Assistant National Bank Examiner 
of which I am grateful to you for having the opportunity. 
Because of this experience, I know that there are several 
million, maybe billions of dollars in dormant accounts in 
the banks in the U~ted States , For various reasons 95~ 
of these accounts wtll never be claimed, For this reason 
I have thought there might be a bill passed in Congress 
authorizing the Treasury Dept. to issue Savings Bonds and 
Stamps in the names of the persons having these accounts. 
Then if at any time these accounts are claimed the banks 
could give the persons their Stamps or Bonds. ' This would 
help greatly toward financing the war program. 

Samuel Mayer Feiner, San Francisco , Cali f . I was very 
glad to hear over the radio that you have suggested that 
the workers should get paid for overtime .work with 
National Defense Bonds . I believe that it is a marvel ous 
idea , I t might interest you, Mr . Secretary, to know what 
other workers think of your suggestion. I have asked a 
group of workers at the Bethlehem Ship Yard in San Francisco 
wi th whom I work, what they think of your suggestion. To 
~ amazement, all of them liked the idea very much. Some 
of them have remarked that it would be the only way for 
them that they could save some money for the future . I hope 
that your suggestion will be successfully carried out soon. 

James A. KeCall, General Freight Agent, National Carloading 
Corporation, Kansas City, Wo. The attached fi le is self­
explanatory, and is for your information. (Requested 
doubled payroll deduction hereafter . ) I am a 33 yea.r old 
young man with a wife .and baby (four years old) and another 
one is expected in June , and I fUlly realize we are going 
to have to give up a lot of things to pay for this war. 
We are also going to have to fight like the very dickens 
to win it but we'll win and I , one of those little fellows, 
do hope y~u all can work' out something that will not take 
everything we have now, and what we must have to live in 
the future . * • * 
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Unfavorable Co.mments ~ ~ 

Sophia Breyeraon, Bronx, N.Y. About three months ago 
I r eturned $6 ,000 worth of Series E. Bonde because of 
over-subscription. I ordered them converted to Series 
F. Six weeks later I was notified by your Department 
that I will be allowed to keep a $1,000 Bond, Series E, 
and the rest will be attended to as requested by me. 
I did not think that auch a simple transaction would 
take close to three months to be effective. I am sorry 
to register a complaint, but I sincerely feel better 
efficiency and expediency should be applicable to all 
tranaac ti ons . 

Mrs . Marianne Langdon, Coldwater, Mich. In response to 
circulars received concerning a. Defense Bond campai~, 
which now is in progress , I decided upon a systemat1c 
plan of purchasing a Defense Bond each month. Being quite 
enthusiastic about the plan, and as a s tarter , I mailed 
to you on February & a Federal Reserve Draft for (18, 75) 
eighteen dollars and seventy-five cents for the purchase 
of my first bond, I fully expected to receive the bond 
wi thin a few days; however , you can imagine my disappoint­
ment after waiting and waiting. I finally received the 
Bond f rom the Federal Reserve Bank of Chicago on March 
7th, and dated Warch 2nd, instead of February. This was 
more than a month after I mailed out my draft in payment 
of same; also I have lost one month in the dating of the 
Bond through no f ault of my own. * * * Possibly you can 
explain this delay; however, it seems to me that we will 
never be able t o win a war and put over a Defense Bond 
program with such unreasonable delays . (Letter addressed 
to the Treasurer of the Uni t ed States. ) 
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G. H. Uason, Columbus, Ohio . I have $3,000 in a Savings 
Bank, itching to buy Defense Bonds, but I am holding off 
undecided as to whether these Bonds are primarily or ' 
secondarily for defense . Right now, these Defense Bonds 
smell too much like "Bargaining Agent" , "Check Off" 
"Time and A Half for Overtime" , "Doubls Time for S~days" 
"40 Hours e Week", "$25 to $200 Initiation Fee"-- Strike~ 
and more strikes -- dues end more dues . The Administration, 
of which you are a part, through its crazy labor laws , has 
deliberately fostered this rotten labor mesa , and until 
it is cleared up, no more of my savings will go into the 
pockets of any of the quarter million of racketeers living 
on labor. * * * MY $3,000, Yr. Secretary, is ready to-morrow 
to buy food for the soldiers and sailors, but none of it 
for check-offs to these crooked unions. The first report 
that reaches me that these unions are curbed, and are will­
ing to heed the President' s plea for no stoppage in pro­
duction, then I will hustle down and buy $3,000 more of 
Defense Bonds , check- off or no check-off . 

Julius A. Rei£, Vice President, The Provident Savings Bank 
and Trust Company, Cincinnati, Ohio. We desire to pass on 
to you our experience in connection with the cash~ng of 
coupons from Government Bonds whereby the owner is re­
quired to put them in separate envelopes and apply his name 
on the back of each envelope, besides which he is required 
to make out a declaration certificate for taxation. This 
has proven to be a hardship, especially to old folks who 
purchased bonds as an investment, believing in them and 
feeli.ng that all red tape would be eliminated by owning 
Government Bonds . • • • Quite a f ew persona declare they 
will hesitate buying any more Government Bonds. 

Wallace Robertson, President, The Beatr ice National Bank, 
Beatrice, Neb. A united and vigorous effort is to be made 
to increase the sale of Government Bonds in this County. * * * 
We are confront ed r!P~atedly with such reasons for not sub­
scribing as these : ~by should I deny myself and buy Bonds 
when the Administration will throw it away on such projects 
and rackets as the Florida Ship Canal, St. Lawrence Water­
Way, soft jobs on the Federal payroll for Mrs. Roosevelt's 
communistic friends , Mellet's Yad House , the Administra- • 
tion's support of the labor racketeers, the CCC and the NYA. 
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INTK" OI'PICK COMMUNICATION 

DAT11 llarcb 20, 19~2 

TO ~!r. 

In urthe r response to your request or December 26, 
1~39 , th~re 18 subm1 tted here>~1th ror the D1v1&1on ot 
Research a nd Stat1st1cs a memorandum 11st1ng , w1th br1ef 
o.eaor l '>t1ons, the studi es or nrojects completed or under 
~~:. and the names or persons working on each, tor the 
.Jont;h or January 19~2 . 

. '" 
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For oonvenienoe ot reference, the etudiee listed are 
grouped under general subject heads. 

The names shown tor persona working ~n eaoh project 
i nclude only t hose who participated ra.irly d1rectly, as 
ex!')lained in the introductory note to the oorrespondi.ng 
rPoort submitted on December 2g, 1939· No attempt has 
bRen ~de to cover also persona whose resoonsibility in 
each particular case wae mainly in planning , supervising, 
or consulting. 

Finanoial Analysis 

I. Projects or studies completed 

l . A r eview or current developments in t he high- grade 
oeourltlee markets was prepared, and a memorandum was 
t r ansmitted to the Secretary on January 24. Copies 
>~el'e given to Under Secretary Bell and to Hr. ~Iorrie . -
J.lr. Haas, l~r. Murphy, 14r. Foy, Mr. Rosen, l<r. Barnett 

2. 

This review contained, in addition to anal ysis of the 
current situation, the tollowin~ soecial study: 

Yields or British Government securities. - Mr. llatlock 

3. Two tables were prepared on January 9, showing on the 
baeie ot closing quotations on January g and 9, re­
aoeotively estimated yield bases and orobable oremlume 
on possibl~ refunding iuues . - Hr. Lindow, Mr. Sandel1n, 
l·•r. Oo nraa 

4. 
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y on 
A daily table wae prepared summari:r.ing 

Si milar comparative i nformation tor earlier 
oeriods was prepared in a weekly table. A chart tor 
each issue was kept up to date showing daily price and 
yield figures t ogether with comparative mont hly data 
einoe 1935, since the date of issue, or since the date 
tiret traded. In addit1on, yields were computed d.a1ly 
on five high- grade corporate securities, three municipal 
securities, and two British Government issues . - ~ 
Hr. Moody, His e McCoy, Mr. Krol l 

6. arrangelllen ts have been 

(a) The Division also receives weekly statements from 
the British Purchasing Commission showing (1) the 
dollar vol ume of or ders placed by British Empi re 
Governments; and (2) the dollar volume ot deliveri es 
on orders placed by the United Kingdom through the 
various missions . The information in t hese state­
ments is itemi zed by contracts and olase11'1ed by 
twenty-rive commodity groupe. 

These data are reviewed and edited in the Division, 
and a bi-weekly reoort, entitled, "Bri tish Empi re 
Commodi ty Stat~ente•, is prepared swamariz1ng th 
dollar volume t he informati on on orders and de­
liveries, by ooOGod1ty groups. Th1e report oon­
eiate or eight analytical tables: ~ne t1ret three 
relate to orders olaced duri ng t he current period 
by British Empire"Governments; the next three oon­
e1e t ot hist orical summaries ot orders placed by 
the British Emoire; the seventh and ei ghth rel ate 
to deliveries on orders placed by the United Kingdom 
through t he British purchasing missions . These 
statements were pr epared, nnd ware transmitted on 
January 6. 

' 
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(b) The Division receives enoh oonth rroo the British 
Purchasing Commission intoroation, on a physical 
volume basi s, relating to the nurohBses or vari­
ous other i cportant oomnod i ti es . These data are 
edi ted and consolidated in the Divisi on, and analy­
ses or British Empi re orders are pr epared for the 
several commodities, containing the tollo>~ing 
analytical t ables : (1) current status of orders · 
(2) his t ory of orders; (3) history of del iveries ! 
and (4) scheduled deliveries or unfilled orders.' 

Statements tor the following oouuoodi ty gro\ros l<sre 
prepared, and >~ere t1•ansmit ted ae follows: · 

Airplane p ronellere , J p.nuary 6 
Soall ams, January 6 

By direction or t he Secre t ary , notice was sent out 
on JMuary 24 t..llat prepara tion or t hese reports vas 
being discontinued. The work or closinG out the 
assignment is in process. 

7. At the reques t or t he Secretary , arra ngements have been 
~ade to secure p eriodically cer t ain information regard­
inB *urohases in the United States by the Ne therlands 
Pure aai commission ana by tindetoves Inc . -
.r . r . r . · e.yo 

\leekly stat ements are received , showing t he dollar 
volume of orders pl aced by t he Netherlands Purchasing 
Commi ssion and by Lindeteves, Ino., and t he del iveries 
made t hereon. These stateMents are itemized by con­
tracts and are classi fied by the twenty-rive c ommodity 
grouns used fo r reporting orders Qlacsd by the Sr1tish 
El:ln1re. 

The dat a are reviewed and edited in the Division, and 
bi - weekly reports are preoared tor snch or t~ese agenci es 
summarizi ng t he informati on cl aesit1ed by cooaodlty 
groups . The report s cons ist or three t11bles each, sho>t­
inf{ (1) h1stor;· or or ders; (2) hiS tory of deliveri es; 
~nd (3) current delivery stnt ue ot orders . These reports 
~nt 1 tled, "Netherlands Purchnsi ng Commissi on Commod1 t y 

11 Stnteme nts • and "Lindet eves, Inc. Com•nodl ty Statements 
were prepared, a.nd were tra.nem1 tted on January 6, ac­
cording to i ns tructi ons by the Secretary . 

By direction or the Secretary , nctioe uns sent out on 
January 24 that preparation ot thee~ r eports wee be~ng 
discontinued. The work or closing out the assi gnment 
ie 1n process. 
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In f urther pursuance to the request 
July S, four tables were prepared 
to him on J anuary 14, showing 

Deo or 

In f urther pursuance to the r eques t of t he Secretary on 
Oc to ber 22, two oharts were pr epared, and wer~ trans­
mitted to hi m on January 12 and 23, showing l end- l eaee 
orders erreot ed ~ the Procurement Division f rom l ay 1 
1941 to date . - J. • Tickton ' 

In r esponse to a request by the Secr etary on Januar y 21, 
1941, t ha t measur es be taken to obtain 1nf or:nation to 
ass i ot in carrying through t he defense f i nancing y ro­
r ram, arrangeaen t s were made to obtain the necessary 
de tai led stat isti cs on t he holdi~s or each iss ue of 
t he uubl i c debt and of vuaran tee aecurltlee by t he 
vari ous ol aeses of ho1aer s . - Rr . Haas, Hr. 'l'leitton 
t!r. b. J . LeahY, Mr . illi tman, ::r s . Barnes, J.:r . Robbins, 
!.ins ;;esterman, !·!iss \food 

A ouwnary was prepared of the da ta r eceived as of 
Nov ember 30 , consi sting of brief expln.nat ory t ext and 
a1x tables to r publication in the Bulle tin of t he 
Treasury Departmen t for J anuary. 

Syeoial t abulations we re pr epared, and were t r ansmitted 
on January 9, t o the rederal Reserve Banks or New Yor k 
and Philadelphia, covering owner ship in t he respecti ve 
dis t r icts, as of November 30. 

A t abulati on wae pr epared, and was transmi t ted on 
January 9, to the Board or Governors or the r eder al 
Reserve System showing, by olaeses or banks and by 
i eeus s , the amount or Government securiti es owned on 
!lovtcber 30, by t he institutions covered i n the survey. 

The information as of December 31, received fro m 7, 000 
banks and 1neuranoe comoaniee was coded , ta'!:>ulat ed, 
and annlyzed. An analys i s was preoared, consis ting of 
100 tables s howi ng th is infor mation , class ified by 
type or in~t1tution , by i ssue, by geograoh1c ar ea, by 
onll-olass es, and by tax-exem pt i on provi sions . 

!lew lettero were sent out to tht bank& and i nsur ance 
oom,, anies on Janua ry 29 , r equesting comparable data ~<B 
or January 31. 
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A tabulation vas prepared, and vas transmitted to 
or . Goldenveieer, Board or Governors or the Federal 
Reserve System, on January 31, vh1oh showed as ot 
June )0 and December 31, 1941, t he ownership or 
Government securities, by is sues, by olaaeae or 
banks . 

11. At t he request or the Secretary, arrangements have been 
made to prepare current statistical r eports on the sales 
ot United States Defense eavin a bOrids series E F an! 

, an e ense oe a sav ngs s amos, on e as1s o 
re~orts by the Treasurer of the United Ststes, the Federal 
Reserve Banke, and t he Poet Office Depart~ent . The re­
ports prepared during January were transmitted according 
to inswuo tiona by the Seore~tGY- !~r. Haas :1r. Rea@ 
l:r . Brown, Hr. Ti okton, ~lr . Kroll , l!r. D. ' J . Leahy ' 

( a) 

(b) 

(o) 

Daily tables were prepared, ehowing t~e dollar 
volume, on the basis or the 1eaue pric e, or sales 
or savings bonds, series E, F, and G, by Post 
Offices and by banks . The fi r st table, prepared 
on January l , presented these data f or each 
business day of December, with totals tor t he 
month. The next table, prepared on January 2, 
showed t hese data for January 1. Subsequent tables 
showed the dat a tor the succaeeive business daye 
ot January, wit h cumulative to tals . The table 
p repared on January 31 covered the peri od from 
January 1 through 30 . 

Daily tables were prepared, containing a compara­
tive statement ot sales or bonds, aeries E, F, and 
G, in t h e three latest months, by Poet Otf1ces and 
by banks. The dollar volume ot ealea was shown on 
the basis or the issue prioe, together with the 
absolute and percentage ohangee in the latest month 
trom the p receding mon th. The table prepared on 
January 1 contained theee data t or the tull months 
ot December, November, and October. The first 
table showing the comnariaon tor January, December, 
and November , p r epared on January 2, showed the 
~ata ror t he tirst business day or eaoh month. 
Subsequent tables showed cumulative d~ta tor suc­
cessive business daya. The table prepared on 
January 31 covered the last 2) business days or 
eaoh mon th. 

A table was prepared on January 1, shoving sales 
ot savings bonds, aerie& F, G, and E, by Poet 
Ott1oee and by banks, in dollar volume, in each . 
month trom ~lay through Deoeaber. 
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(d) A table was prepared on January 5, showing sales 
ot savings bonds, seriee E, F, and G, in dollar 
volume, in each month from Hay through December. 

(e) A table was prepared on January 21 , showing sales 
ot oavinge bonds, series E, in dollar volume in 
December, by States. ' 

(t) A table waa prepared on January 20, showing for 
savings bonds, series E, the estimated number ot 
units sold, and percent ot the dollar volume, by 
denomination, in each month trom May through 
December. 

(g ) A report consisting ot 177 pages, wae completed on 
January JO, showing sales ot eav1nge bonds, 
series E, tor the month ot December, in dollar 
volume, by Federal Reserve districts, by States, 
by c1t1ee, and by counties, classified by sales 
agents and denominations. 

(h) A table was prepared on J anuary 9, showing for 
savin~s bonds, series E, the dollar volume ot 
sales in fif t y cities, for the period trom July 
through November. 

(i) 

(J} 

(k) 

(l) 

A table was prepared on January 20, showing for 
oevinga bonds, aeries F, the number ot units sol d, 
and percent ot the dollar volume, by denominati on, 
in eaoh ~onth trom May t hrough Decenber. 

A table wae oreoared on January 20, showing tor 
eavings bonds, series G, the number ot uni ts sold, 
and percent ot the dollar volume, by denominati on, 
in each month fro::~ •lay through December. 

Two tables were prepared, on January 5 and 9, show­
ing estimated total value of Defense Rostal savings 
stamps, in each month from Hay through Dsce:nber. 

A table >:as prepared on Jnnuary 9, showing total 
sales in doll ar volume of Defense Postal savings 
stamps, by States, in eaoh month troto l·iay through 
December. 
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At the request ot the Secretary on December 2S, daily 
tables were prepared from data wired by the Federal 
Reserve Banks, shoWing the &U'Only ot savi~s bonds 
aeries E , on hand, untilled reouests by atea by' 
denominati on, and by Feder al Reserve districts; total 
inventory, produc tion, and sales. The tables prepared 
in January were transmitted according to instructions 
by the Secrsta.ry. - Mr. Tioltton, Hr. Hayo 

At the request ot the Secretary on December }1, weekly 
meMorAnda and tables were prepared trcm data wired by the 
Federal Reserve Banks, aho>~ing the number ot agents oual1-
tied to iseue aeries Eb savings bonds, by type, Federai 
Reserve distri ct, 8rid y date. The reports were ore'Pared 
as or January 10, 17 . and 2~. and were transmitted on 
January 13, 20, and 27, respectively, according to in­
s tructions by the Secretary. - Hr. Ticltton , •:r . Hayo 

At the request or the Secretary, a list was preoared 
from data received trom the Federal Reserve Banks ot 
ooroorationa oualified as ot January 10 to issue sav-
ings bonds, together 'dthtbinumber or em'Oloyees and 
tne number ot requi81 tiona tor bo nda since the date of 
qualification . The list was prepared, and was trans­
mitted to ~!r . ~!orris tor the Secretary on January 21. -
t.!r. Tioltton 

Purouant to the request ot the Secretary on December 15, 
tor information on the orogreaa ot the payroll aavin~a 
olan tor defense savings bonds, aeries ~the follow ng 
pro j ects were completed. - Hr •• Haas, ~lr. Tickton 

(a) 

(b) 

Weekly tables were prepared, shoving the nuober 
ot tirma with 'Payroll savinge plana classified by 
size, type, and State, together with the number or 
ea'Oloyeea participating. Tables were pre'Oared ae 
ot January 10, 17, and 2~, and were transmitted 
on January 17, 21-23, and 29-31, according to in­
structions by the Secretary. - Mr. T1okton, 
~:r. D. J. Leahy, Mr. Keats . 
A list was prepared trom ~ata reoe1ved trom the 
State Administrators ot newspapers participating 
in the payroll savings plan, together with the 
number ot emoloyees as ot January 20. The list 
was transmitted to the Secretary on January 21. -
Mr. Tiokton, l·!ias l<ea t erman, M1aa \tood 
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A table was prepared trom data recei ved t rom the 
State Adm1n1etratore, ehowlng State and local 
governments reporting oayroll eavinge olane the 
total number ot employees, the number or e~loyee• 
covered, a nd the percent covered as ot January 17. 
The liet was prepared, and was transmitted to the 
Secretar y on J anuary 21. - ~lr . Tickton, J.lr . D. J.Leahy, 
Hr. Keate 

A list was prepared from t'eports received from the 
State Administrators, snowing participation in the 
payroll savin~a ~ by industrial plants d1solay­
i ng the Navy ~= t!a&aB ot January 2~ . The list 
was transmitted on January 31, according to in­
structions by the Secretary. - Hr. Tic;.ton, 
Hr. Keats 

A l i st was prepared trom reoorts direct from s6 
large companies participating in the payroll 
savings plan during December. The list gave the 
total number of employees, the number participat ing, 
and the percent. The tabulation was prepared, 
and was transmitted to the Secretary on January 21. 
A copy was g i ven to ~!r. Graves. - Hr. Tickton, 
Nrs . Barnes 

A s tatistical r eporting procedure was developed 
on January 22 and 23, at t he Division of Savings 
Bonds, to facilitate the handling of State Ad­
ministrators' renorts on the progress or the pay­
roll savings p lan. - !!r . Tick ton, i·lr . D. J . Leahy, 
l!r . Keats 

A summary is being prepared or operations or pay­
roll savings nlane, by claesea or ooroorat1ons, 
during December, on the bae1s or data received 
trom corporat i ons in r esponse to our letter ot 
January 19. - !.fr. T1cltton, Mrs. Barnes, 
!:us \Teste= 
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At the request or Mr. Graves on January 3, a schedule 
was prepared, ahowifiS,by income classes, a wee}ly 
savings figure whlc mi ght be used as a "par" or 
the purchase or savings bonds which would produce 
ap >roximately $10 billions annually . The schedule 
uao completed, and was transmitted to Hr. Odegard on 
January 29. - Hr. Reagh, l!r . Kroll 

A study is bei ng made or the sources or funds for 
Government borrowing. During January the reoorts 
and tabl es prepared were transmitted in accordance 
Hith instructi ons by the Secr etary. - Hr. Haas, 
::r. Oagr;it, l~r. LindoY, Hr. Breithut, Mr . \lagner, 
: r . 1/eintraub, Y.r . Hayo, l!r. Colclough, ~:r. Saunders 

(a) 

(b l 

(c) 

(d) 

(e) 

An analysis was made or the gross national oroduct 
involving the preparation and revision or tables 
showing the esti mated compositi on and distribution 
or the gross national nroduo t tor the fiscal year 
1943; tor the calendar year 1941, and at the annual 
rate tor September 1941, with respec t to two of 
the revisions. These tables were prepared on 
January 22, 24, 29, and JO. - l!r. Lindow, ~!r . Sreithut 

Oonterenoee were held from January 26 through 31, 
in consultati on with the Oiv18iona or Hone tary 
Research and Tax Research, and with members of 
the consultative committee trcra other agencies . 
Oommente made in these conferences were aumoarized. -
Hr. Lindow, Hr . Brei thut 

A table wae orepared on J anuary 6, showing an 
analysis or the distri bution ot national income, 
with narticular reference to taxae required 
1n June 1942 to maintain o r1ces at their October 
1941 l evel. - Hr. L1ndow, . Hr. Breithut, Mr. Wagner 

Dummy tables were prepared, and were revised on 
January 26 and 30, showing possible me thode or 
financing the budgetary detlcit and operations or 
Federal agencles. - l!r. Lindow, !!r. Brei thut 

A textual analysis was completed on January 15, 
ot the e eneral problem ot ourtallment of consumers 
goods outpu~ with particular reference to its effect 
on the compos1tlon or the uross national nroduct. -
Mr. Lindow, Mr . Weintraub 
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(t) A aeries ot tables were prepared trom January 26 
through 31, to serve aa supporting schedules for 
the major report covering national income payments 
coneumere outlay, State and local revenues, matn- ' 
tenanoe, and depreciation. - Hr. Lindow l~r. Breithut 
Mr. Mayo ' • 

(g) An analysis is being made or increases in individual 
incomes to determine their dieposi tton. - 14r. Dagg1 t, 
J.!r . Colclough, 1-:r. '.lein t raub, ~!r . Saunders 

(h) A compilation is bei ng made or data tor measuring 
monthly changes in oonsumerd cnah aurpluses, tor 
use in eeti.mating the "inflationary gap• . -
Mr. Daggi t, Hr. Colclough, ~!r . Saunders 

nat1o118.l 
?roduot . The review was incoroorated in a memorandum 
on January 20, and comments were preoared on a meeting 
~t the Bureau of Labor Statistics on January 26. -
J:r. Lindow, Hr. Bre1thut, Mr. Hagner 

20. A tabl e was prepared, summariz1nf{ sues from August 
through December, of Treasury notes, Tax Series A 
and Tax Series B, I n nar amounts by individuals and 
by cornor atione. The table was transmitted to the 
Secr .. tary on January 10, and copi es ~~~re ~iven to 
Under Secretary Bell, to l·lr . Burtine;t on, and to Hr. Ki lby. -
>:r . Tiokt on 

21. 

22. 

• - Mr. Reagh, ~lr. Foy, Hr. Brown 
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At the requeet ot Under Seoretarr Bell agenda aeaoranda 
and minutes are prepared in oonneotion'wtth th~ treaaurr-' 
Feder al Reser ve meetings held t or the purpose of d1eoue­
a1ng tlnanoing poU cy. - l·lr. HM.a, Mr . Lindow 

Notes wer e prepared ot the meeting held on 
January l. - Kr. }!urpby 

Three proposals of t he RFO that the Secr et ary request 
that corporation to purchase stook in three banks were 
examined. - l·!r. Barnett, Mr. Rosen 

At the request of the Secretary on November 
charts were prepared, showing oertaln _~i~~~~~~ 

ot the 

Duri ng November and December eoue prelimi nary i nforma­
tion vas transmitted. During January monthly charts 
>Je r e prepared showing e.ppropr i ations, authorizations, 
allo tmen t s, contracts awarded, and di sbursements under 
the Otfioe of Lend-Lease t h rough December, under t he 
Army Air Cor ps th rough November, and under the Hari t i me 
Comm1ee1on through December. These reports were trane­
m1tte~ to the Secret a ry on January 1) , 29, and )0, 
real)ec t1vely. - Mr . Haas, l·!r. Li ndow, J.!r. \Jagne r 

26. At the request of the Secretary on December 6, an 
anal ysts 1s being made of the olant facili t i es tor war 
oroduct1on .. - Hr. Lindow, l4r. Wagner 

(a) 

(b) 

27. In 

The progress ot Uni ted States Government co~t­
uenta by type of industry, by Government departments, 
and by dates will be shown in a monthly chart and 
table. This rePort 18 now in preparation. 

Commitments by the United States Government, by 
Private interests, and br the British Em~re . 
by t Y'I)e ot i nduatry .and oontraoting authority 
will be shown i n a monthly ohart ano table. This 
rePort i s in preparati on. 

Bell 
Rouoe 
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In accordance with the requests ot Under Secretary Bell 
on Deceober 31 and on Januar7 15, a study vas comoleted 
ot a proioeed special security tor the nurnose ot- ab­
sorb{ngdle business b&l&noea. A meooranaum vas ore-
pared, and was transmitted to t he Secretary on · 
January 2. Copies were given to Under Secretary Bell 
and to Hr. Morrie. - Hr . Flaae, l·lr . Hurphy , Hr. Foy 

Bell 

;o. At the reques t at Mr. Butting ton on January 19, a 
me..~orandum vas prepared, and was tranemi tted to him 
on January 27, with reeoect to a oroooeal to make 
aeries G defense savings bOnds receivable at oar for 
the Feder&! estate tax. - lOll-. Foy 

from 
n a 

~2. At the reques t ot the Under Secretary on January 1, a 
memorandum was prepared on recent cha~ee in exces• re­
serves , and was transmitted to him on anuary 6. -
!!r . Murohy, l~r. Barnett 

}lt. 

35 . 

Savings Start on January 19. - J.!r . Breithut 

At the reauest of Under Secretary Bell on January 12, 
a ml!ltlorcnci.um was prepared, and was tranem1 tted to him 
on January 15, with respect to "L&.re;e Savings• in Great 
Britain . - l·lr . ~!atloolr. 

At the reoueat ot Under Secretary Bell on January 17, 
a memorandum and table were or epared with resosct to 
Hr . Bruere'e telegram concerning defense savi ngs bonds 
a nd mutual savings banlr.e. - l-!r. l-!urphy 
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At the reouest of the Secretary on January 29, a 
oemorandum vas prepared, and vas transmitt ed to him 
on January 30' concerni ng llr. llinthroo 11. Aldrich • 6 
" ronosal tor United Sta"tes Annuity Bolide". - l·!r . l!urphy 

An abs tract was prepared of the plan to f orm the 
"American I nstitute tor Investment Protection• sub­
ntitted by l'lr. Moses Grossman , and was Inooroorated in 
a memorandum transmitted to Under Secre t ary Bell on 
January 14. - Mr. Barnett 

At the reques t of )!r . 
a check wae made on 

20 , 
rate 

By reference from the Secretary's correspondence 
Div18i on on January 16, a letter vas prepared i n re-
oly to a letter from Lr. o. B. Liska, dated January 10, 
concerning the d igoos1t1on of t he oroceede of t he social 
security taxes . T!le repl y wae forwarded on January 26 
tor signature of Under Secreta ry Bell . - ~lr . Lindow, 
I. r . Br ei thut 

At the request of the Offics of Unde r Secretary B.ell 
on Janua ry 7, a r epl y was prepared to a letter from 
1:r . Sidney Freeman, euggestinp; a compul sory savings 
olan couoled with a form of latter . l memorandum was 
preoare on anuary , eummar ~ ng the oro posal, and 
the letter of reply wae &igned by t he Under Secretary 
on January 21. - Hr. Reagh, 1:r . t:urnhy 

At th e request of )!r . Cunni nghM of the Office ot the 
General Counsel on January 7, a revi ew wae Q&de of a 
letter from Hr. Joeeoh !'! . !!111, addr essed to the 
Secr~tary which nroposed a change in t he t er ms of 
def!nee o~v1nge bonds, series E. A memorandum was 
'Prepared an<rwae transmit ted to l·lr . Cunningham on 
January 7, pointing out the err ors in )!r. Hill's as­
eunlptions . - Mr . Reagh 

At the request or Mr . Kuhn on January 17, a check t~ae 
made ot certain dat a to be used in or omotion arti cles 
tor defense savings bond sales. - Mr. bagglt, Rr. Lindow 
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At the request of the Divi sion ot Tax Research on 
January 27, tor use in connection with a meeting ot 
the American Bankers Association, three tables were 
!>l'eoared, and were tranemi tted to Hr. Shere on 
Jnnunr,y 28, showing data used in deriving the oro[riked 
allowance fOr ex-oenseS or l oans ror 0\ll">OSeO of b 
taxation. - l~r. t!urohy, l4r . Barnett 

At the reouee t ot l~rs . Kuhn ot t he Of'tioe of' Facto and 
Figures on January 6, a review was made ot the a~oendix 
concerning Treasury onerations apoeari~ in theessage 
on the State or the Union,Ma Ui mater! was returned 
to !ire . KU!iri on 'that dAte. - Hr. Foy, Hr . Barnett 
!~r. Rosen ' 

At the r equest ot Mr. Broughton on Jaruary }, a review 
ua.a made ot a new leaflet coverin the 1 42 issue ot 
United States sav ngs o s, eeue y oo y s nvesto~s 

Service, and was incoryorated in a letter for signature 
ot the Under Secretary. The letter was transmitted to 
trr. Broll8hton on January 16. - Hr . Hurphy 

At the request ot J.!r. Kuhn on January 19, comments and 
eug~eetione were t r ansmitted to him on January 20, con­
cerning the draft ot the soeech delivered by the SecretarY­
on Januar y 24, i n Cleveland. - Mr. Hurohy . 

A revi ew v as made on January 14 ot the tes t imony by the 
Secretary before the Subcom1ni ttee on A:poropriat1ons on 
the Treasury and post Office Appropria tions Bill. -
Hr. 1-!urphy 
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At the request or t he O!tioe ot the Gener al counsel 
on J~uary 28, a re9ort was prepared on H. R. 6f91 
and was 1Doorporated in a latter to Repreaentat ve' 
Doughten, tor s i gnature ot the Secretary. The t ile 
wno transmitted to ~lonetaey Research on January 31. -
!!r. Foy 

II. Projects or studies under way 

l. A study. is bei ng made ot t he r alat1va i nterest costs 
ot short- and l o,- term borrowing. - Mr. Foy, 
f.lr . Barnett , l!.r . osen 

2. 

}. 

4-. 

5. 

6. 

o. 

9. 

the aaturity, 
ot issue on 
seour ies. -

A meaorandum is bei ng oreoarad on a ne~ot1able 
aeourity on continuous· ssie. - Mr. San elln, !lr. l-lurpey 

A study· i s being made of developments in the reserve 
nosit1on ot the banks. ltr. !lOa en, $!r. Barnett 

Hi s torical t ables are being prepared which will present 
various data on new Treasury notes and bonds and on 
~uaranteed new issues. Tnrae tables have been compl e t ed. -
•.. r . Conrad, Hr. ROsen 

A m!lllorandum is bei ng orepared on the advant~es and 
dlsiidvantages of increasing the ehort-tenn det. -
t:r . Foy 

A revision i s bei ng made as of June 30, 1941, or the 
es timates ot the ultimate increase ln i nterest costs 
vn1oh would result trom removil or the tax-exeootlon 
o rlvllege !rom 811 0 uolio securities. - l!r . Lindow, 
llr. c onrad 

At the request of l·lr. Blough on December 26,_ an estimate 
is being made ot the increase ln interest costs to the 
Federal Government the States, arid municipalities, lt the 
tax-exemhY oriVllege were removed trom tuture bond issues. -
llr. V.u rp , Mr. Lindow, Mr. conra4 
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10. At the request ot l·!r . Blough on December 26, tables 
are bei ng prepared, showing the dis t ribution ot Federal, 
State, and looal aeour1t1ee by o1aaaea or holders. -
Hr. Conrad, P.r. Purvis 

11. A study is being made ot war- tinanoing measures ot 
belligerent nations in t h e nreeent war. - Mr. !:atlock 
l.r . Simmons ' 

12. A study is b eing made ot the market action ot the 
various maturity olaeses of GOvernment seourit1ee in 
t•elP.tion to the tyPe ot holder. - Mr. Conrad 

13. At the request ot l·lr . Surrey on January 1, a study is 
bei ng made ot the amortizati on ot bond nremi um and dis­
count. - ~tr. ~Iurphy 

14. A memorandum is being prepared tor the Secreta ry with 
resneot to a nronoaed new Defense aav1n ;a bond, 
eerlee H. - Mr. hurohY, !.r. Bandelln 

15. At t he reoueet ot Under Secretary Bell on Janua~J 26, 
comments are bei ng pr epared on l~r . Peyton • a nl an aubm1 t t ed by 
::r . Allan Sp roul with res9ect to Defense eavin~~:e se­
curities . - l·! r. Tiokton 

16. A 1nemor andum 1B bein(I prepa red on l!r . Viner 1 e nroposal 
for a new system ot allotti ng Treasury bills . - Kr . Foy, 
hr . Barnett 

17. 

1&. 

19. 

20. 

A meaorandum ia being prepared on t h e deairabilitt or 
conduct£~ the war finance a s it waa In t he last \orld 
liar, by t e Iaauance or short- term aeour1tiea. -
.. r . Foy 

At the reauest ot Assistant Secretary G~eton on 
Janu11ry 20 , a r !'view 1e being made ot *A l·lemorandum 
on Fina ncing t ho liar" by Hr. Robert L . Owen. - Ur . Foy 

At the request ot !lr. NorriS on Deoer.~b er 16, an analleis 
i s being made ot a nroDosed industrial loan coroorat on 
bill ot 1942. - V~. Foy 

At the reauest ot Under SecretAry Bel l on Janua ry 26, 
a study !a being made or H. R. 6391. - l:r . l:urohy • 
i:r . Foy 
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~1. At the r eouest or Under Secretary Bell reolies are 
being orepared to certain ouestione aoked. by the 
\lngner Committee preoaratory to Its Investigati on or 
bankln~ and monetary oond1tions oursuant to Senate 
R~solution 12,, - J.!r. Haas, l!r. Hurohy, J.!r . Foy 

22. 

Revenue Estimates 

I. Projects or studies completed 

1. 

2. 

) . 

4. At the reouest of the Division of Tax Research for 
the Office or the General Counsel on Deoecber 26, 
a revenue estimate was made ot the effect of t he re­
mov81 or the tax-exem~tion orivilege from Federal and 
State income taxes, and was t~ansmitted in a memor andum 
to llr . Blough on January 15. - t.:r . D~UJ'brun 

5. At the r equest of Under Secretary Bell on January 20, 
a table was prepared, and wae transmitted to him in a 
mPmorandum on January 21 , showing the tax liabilitY tor 
certain epec1tied net incomes .(all enrned) ot a married 
person (no dependents) comouted under the laws 1n effect 
in the calendar years 1930 through 1941. - !,r, Leahey 
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In connect i on with the proposed revision ot t he revenue 
la>~e in 1942, a number ot revenue eot1mntes, listed be­
low, were prenared tor use or the Division ot Tax Re­
aenroh. - ~!r. O'Donnell, Mr. Leahey, Hl" . Smith 
:.:r . Dambrun ' 

(a) An est i mate was mads, and was t ransmitted to 
llr . Blough on January ) 0 , ot the e.mount of addi­
tional revenue t hat 110uld be obtained by repeal 
ot Seotion 114(b) (3) and ( 4) ot t he Internal 
Revenue Code, providi ng tor percentage deuletions 
t or oil and gas wells, coal and metal Qin~s. and 
suluhur, under the followi ng aaaumntiona; 
(l) that no adjustaent ot the inco~e credi t 
under the exces&- !)roti ta tax would be :.J&de With 
r espect to de!)letion; (2 ) th~t t he depletion de­
ducti on tor the base !)eriod years under the income 
credit would be adJusted to col"reapond to the basis 
for depletion in the taxable year . 

(b ) Estimat es were prenared, and were transmitted in a 
memorandum to l·!r . Blough on January 9, ot the in­
crease in revenue which would result f~m the fol­
lowing proposal s: 

Gasoline tax, i ncrease by lt cents per r,allon . 
Ci f,arette tax, increase by l~ cents per uackage 

and douole all other tobacco tax rates. 
Passenger automobiles, increase the r ate to 

30 !)ercent. 
Automobile oarts and accessories, increase t he 

rates to 10 oercent. 
Trucks, increase the rate to 10 oercent. 
Distilled BJ>irits, increase the rate to $6 oer 

gallon. 
Tires and tubes, double the rates . 
Refrigerators, refrigerati ng aJ>naratus, and a1 r 

conditioners, inc t>ease the rate to 25 percent . 
Radi o receiving se ts, ohonograoha, and musical 

instruments, inareaee the rate to 25 peraent. 
Eleotrlaal , gas, and oll applia nces, inarease 

the rates to 25 nercent . 
Photographic apnaratue, inorease the rates to 

25 percent. 
Business and store srtaohines, increase the r a t es 

to 25 percent. 
Rubber arti cles, inoreaae the rate t o 25 percent. 
Domeetio washing machines and domestic seWing 

mac~1ne s , impose a tax ot 25 percent. 
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Telenhone, telegraph, Pte , ~eesages i mposed 
by Section 3465(3), increase the rates 
from 6 percent to 15 percent, 

Transportation or persons, increase the rate 
to 10 percent. 

Metal furniture, furnishings and equipment 
beauty and barbershop eouipment, metal ' 
venetian blinds, me t al bed snr1nge, soda 
fountain equipment , beer dispensing eouip­
ment and related products , imnose a tax at 
t he rate or 25 nercent . 

Lubri cating oil, increase the rate to:lo cents 
. oer gallon . 

Firearms, shells and cartridges, i ncrease t he 
rat e to 50 percent . 

gxpand the present base or the tax on co~oercial 
washing machines to include dry cleani ng and 
pressing machinery and equipoent . 

Floor coverings (excep t co t ton) and oi l cloth, 
i mpose a tax or 25 percent. 

Ornamental metal work and fix tures, including 
metal doors , ~~ndowe , renceo, stairs, grille 
and rail1ll6's, (exceot tire escapee), metal 
plumbing, and house fitti ngs, i mnoee a tax 
of 25 percent. 

Expand the pr esent base or the oosmetics tax 
t o include soaoe and dent1fr1ceo . 

Furniture made of birch nnd mahor;any, illlpcee a 
tax at the rate or 25 percent . 

(o) Est i mates were prepared, asoumi ng the present ex-
oess-orotite tax atructure ,of the following : 

Inc r eases i n rates requi red to raise (1) an 
additional $1 billion !roo the excees-orofita 
tax and tm additional $2 billion !roo the 
cornoration eur~ax and ( 2) N\ additional $1~ bil­
l i on !rom each, the excees-nro!ite tax and t he 
cor poration surtax. 

The inore~~~e in surtax rat eo neoesnary to raise 
an additional ~3 billi on !rom the corooration 
surtax in order to orovide ! or t he effect of a 
p roposed addi tional corooration tax on dividends 
r eceived by corporations. 
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The percent of inves t ed oa~ital which would 
hav e t o be Bt)Pcif1 ed t o produce M addit i onal 
93 b ill i on, i f income and excess-profits t axes 
were i nc reased to talte 100 nercen t or the ex­
cess Of corporat e nrofits over a specifi ed 
ne r cent of i nves t ed oa,itnl. 

The r eduction in reven ue under the i ndividual 
inoo•ne t a.x under t he above proposals . 

These estimates were transmi tted i n a memorandum 
to ~;r . Bl ou.'5fl on Janua ry 10. 

{a) Tentative a ppr oxi!ll&tiona were L:Ade, and >:ere 
tranami tted in a me:;~orandum to J.:r . Blou;;h on 
January 2 , of the cagnltude or t he interlocking 
eff ects or proposed tnx ohangee covering the 
entire tax structure . The aim or t he orooosed 
tax orog r am ttaa to secure a net yield after con­
s ideration of a l l i nterlocking effects of $7 bi llion . 
As the pro~osed changes di d not result in an in­
crease of 17 bill i on, esti mates were prepar ed o f 
t he necessary p,ross yi el ds of t he seve ral t ax bases 
wh i oh wo uld be necessary to yi eld n net amount of 
~7 bi llion after al l i ntPrl ooki ng eff ec t s have been 
t aken into consi de r a tion . I n all of t hese estimat es 
nl ternati ve esti mat Pe >rere made, to i nol ude and ex­
clude nroposed changes in the t)reoen t nayroll t axes. 

{e) ~stimates were ~repared, end were t rAnsmitted in a 
memorandum to ~!r . Blough on January 8, of 1nt er­
nre t atione of the Secretary's nrooosal to have a 
ioo oeroent tax on profits above 6 percent of in­
ves t ed caoi t al : {l) it an exceea-oroflts tax of 
100 percent of t)rofits above a 6 percent return on 
inves t ed capita l i s i mooaed before aoplying the 
n reaent corooration normal and surtaxes; {2 ) i f 
the taxes existing in t he present law were first 
i mooaed and aft er thei r deduction en excess J)rof'1 to 
tax wer e i mooeed taking 100 percent of the income 
remaining af t er a 6 percent ne t r et urn on i nves ted 
capital; {3) if i ncome up to 6 per cent of 1nveateq 
oaoi t al ~1ere l ef t f ree f ro•a nl l p ronen t taxes and 
an excosA- orofi te t ax wet•e imoosed taking 100 pe r­
cent of the i ncome above 6 percent of inves t ed 
capital. 
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An estimate was prepared, and was transmitted i n 
a menor andum to Hr. Bloul¢1 on January 15, or the 
full year y ield, ot nropoeed oorooration rate 
schedules which would be substituted tor the 
present normal and surtax schedules, assuming 
repeal ot the excess-profits t~. A oomoarable 
estimate was prepared substitutine a flat rate 
surtax ot ~1 percent instead or 36 percent, and 
substituting a surtax or $5,500 olus 61 percent 
ot excess over ~50,000 instead or a surtax ot 
t 5,500 plus 56 percent or excess over $50,000. 

Estimates were prepared, and were transmitted in a 
meuoro.ndum to l·lr . Blollffh on January 17, ot t.lle 
number Of taxable returnR, Oal~ndar year 1941 income 
and (corresponding to taxable returns) total income, 
deducti ons, totel personal exemotions, total credits 
tor dependents, and total earned incone credit. 

Estimates were prepared, and were transmitted in a 
memorandWll to ~ir . Blough on January 17, ot the 
revenue ettect ot changi ng the sxcese-nro!its tax 
base and or proposed corporation normal tax and 
surtax schedules; (1) it the present 95 percent 
multi plier or base oe riod net income i e reduced to 
75 percent and t he invested 08Xli tal credl t 1s re­
duced to 6 percent; (2) it the proposed corporation 
normal tax and surtax schedules are \lSed (a) >11th­
out the change in the exoees-profits tax base de­
scribed in (1) and (b) with that change. 

Estimates were preoared, and were tran&Qitted i n 
a memora.ndum to Hr. Blough on January 2~. ot certain 
income tax data tor the oer1od 1936 tllrOugh 19~2 
(1) tor corporations with no net income, and (2) tor 
all co~orations, includinv both corporations with 
net income and with no net income . 

Estimat es were preoarsd, and were transmitted in a 
memorandum to !·lr. Bl ough on January 2~. of (1) the 
revenue loss resulting trom the repeal or the osp1tal 
etook tax and decl ared value exoess-orof1ts tax, and 
(2) the increase i n eurtax rate neoeeaary to oompeneate 
tor the loss of t h1e revenue. 

Esti mates were prepared, and were transmitt ed i n a 
meUiorandum to Mr. Blough on January 31, ot the 
revenue etteot ot adoption or proposed individual 
income tax schedules A, 8, O, E, and F. 
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II. ProJeote or etudiea under va, 

In oonneoti on with the p roposed revision or the revenue 
lawa in 19~2, a number or revenue estimates, listed below, 
nre being prepared for use or the Division of Tax Research. -
•. r . O'Donnell, J.:r. Leahey, Hr . S:Dith, ~;r . Dambrun, ~:r . Lusk, 

i .r. Jorgensen 

(n) An estimate is being made of the additional revenue 
which would be derived it mutual insurance coooani es 
ot her than lite insurance oomnnni es taxable under 
Section 207 of the InternAl Revenue Code were made 
taxable in t he same manner as stock insurance 
oomoanies other t han l i fe insurance ccmnan i es tar.­
nble under Section 204, and nt the same" time t he 
exemption under Secti on 101(11) wer11 restri cted 
to local mutual coruoanies ot the assessment tyoe. 

(b) Estimates are being prepared of the tollo>ring : 

The inorease in revenue which ,.-ould result 1f 
the ooroor ation income tax were increased by 
1 percent, and the addi tionol revenue if the 
1 oercent increase were ~de applicable also to 
wholly and partially tax-exempt interest. 

"The increase in revenue which would r esult if 
the individual nomal tax were increased by 
1 percent and the additional revenue waich would 
result ir'thls increase were t~dP apnlicabl e Also 
to •~holly and partially tax-exempt interest. 

The loss 1n Federal i ndividual nnd corporat1?n 
income tax revenue which would result from tne 
exemption or interest on Government obligations, 
broken do~n to show separately the lose with re­
soect to the exemption ot State and looal ee­
oilri ties and t'ederal wholly end part ially tax­
ex~apt seouriti ee . 
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Es timates are being prepared ot the revenue errect 
ot restoring the privilege ot tiling consolidated 
returns tor purposes ot the norma~ and surtax 
under the conditions stipulated in the acts prior 
to 193~ (l) assuming that the tax on intercornorate 
dividends is also eliminated; (2) assumi ng thit the 
tax on intercorporate dividends is retained wi th 
respect to corporations other than those el ecting 
to file consolidated r eturns, and that the surtax 
.•ate tor corporations electing to tile consolidated 
r eturns is increased by a d1fterential rate designed 
to raise from these corporatione an amount or revenue 
equal to the tax on intercorporate dividends which 
the oorporat.ions in the attil i ated grotr,)s would have 
paid under the norcal and surtax had they tiled 
separate returns. 

~stimates are being prepared ot the revenue effect 
ot re-defini ng long-term capital gains and losses, 
substituting tor the two claaaee, one claee be­
ginning a t l S months; taking into acccunt 50 per­
cent ot net long-term capital gai ns and losses; 
increasing the alternative tax rate trom 30 per-
cent to 60 percent ; allowing long-term capital l osses 
to be deducted only against long-term capital gains, 
but allowi ng a carry-forward tor five years to be orr­
set against ouch capital gains in the futu re; tax-
ing short-term capital gains as at pr esent; allowing 
short-term capital losses to be offset against long­
term oap i tal gains as >~ell as short-term oapi tal 
gains, and permitting short-term capital l osses to 
be carried forward five years to be offset against 
either short-term or long-term capital gains. 

An estimate is being prepar@d or the revenue effect 
it under the individual inooce tax, mandatory Joint 
r eturns were reou1red tor husbands and wives and 
the Joint i ncome treated as a single i noooe tor 
earned income credit purposes; in addi tion, a tax 
credit ot 10 oercent ot t he •earned income or the 
Wife tor servioes rendered by her , but the tax 
Cl'ecU t 1s not to exceed a50. 'l'h1s estimate Will be 
prepared also to sho>~ the efteots tor the community 
property States . 
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An estimate 1a being made ot the corporation sur­
tax net inc ome c lasses and number or corpor a­
tions 1n ench ne t i ncome claaa, tor t he calendar 
year 191!-2, on the assumption that the excess ­
prof1 te tax 1s repealed. 

Assuming a change in the lose carryover nr ov1sion 
eo that the carryover in t o 1942 would be" ct~ula­
t i ve los ses duri ng 1939, 1940, and 1941 minus the 
cumulative net i ncomes during the same three years, 
with a s i milar loss carryover in eubseouent ypars 
to be based on the incomes and lossP.s of the three 
years prior to the taxable year, esti mates are 
being made under the following prooosals: (1) sub­
s titute s uggested schedules tor the oresent normal 
and surtax schedules and reneal the excese-nrofi t s 
tax; (2) t he same as (1) but substituting under 
sc~edule (b) a flat rate surtax of 41 nercent and 
under (c) a surtax of ;5,500 nlus 61 nercent of 
excess over ~50, 000; (3) esti mated calendar year 
1942 corporati on sur tax net income classes and 
nwnber or corporPtions 1n each net income claee, 
on the assum9t1on that the exces~-nrof1te t~x 
is repealed. 

Estimates are being llU\de for a cenftral sales tax 
at eaoh of t he following levels : (l) manufacturers ' 
eules ur1ce, (2) >~holeealers• sales nr 1ce, and 
(3) r etailers ' sales nr i oe assuming (a) no exeon­
t1ons; (b) t he same ae (a) but exemnting p roducts 
now subJect to manufacturers ' or retai lers' excise 
t axes ; (c) t he same ae (b) but exempting food; 
(d) the same as (c) but exem,tinY medicines; 
(e) the eaoe as (d) but exemoting clothing; 
(f) the same ae (e) but exempt i ng fuel. Estimates 
are bel ng prepa red for each rate from 2 1)ercent 
through 10 per cent. 

An es t i mate 1e bei ng made of the revenue yiel d 
whi ch would result from the following method of 
gradually d1 sallow1ng a deduction tor i nter es t on 
corporat e indebtedness : Ascertain the aruoun t ot 
inter es t on t he i ndeb t edness outstanding on 
January 1, 1942. The ~aximwn deducti on from ~nter­
ftst on ooroora t e indebtedness fo r the year 1942 
shall be 9/10 of t he amount ot interest so ascer­
tai ned; the maximum amount deductible for 1943 shall 
be gjl O ot the amoun t eo ascertai ned, and so on. 
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A revision is bei ng ~ade ot the revenue estimates 
tor the ye~re l926-l94o ot canitnl t,a1n and l ose 
provisions applicable to individuals and fiduci­
aries. Corresponding esti mates are being made tor 
the year 1941. 

34.6 

An estimate is b.eing ID&de ot the revenue yield 
of a net value added tAX, assuming six d iffer ent 
taxoayers • bases. The estimate is bei ng p repared 
on t>~o bases, anQ.,.w111 be d1 v1ded among the follow­
ing components ar the tax base: (l) coroorate 
i ncome; (2) payroll taxes broken down into pSJrolls 
now covered by social security and oayrolls not now 
covered by social securi ty; either because of the 
nature ot business or ocouoation or because in ex­
cess of $3,000; (3) un1ncoroorated business inco~ , 
including professions; (4) interest nov allowed 
to business; (5) net rents end royalties . 

Estimates are being made of the increase in revenue 
from the following excise tax nroposals : 

Tires and tubes, incrsaes the rates from 5e 
and 9i per nound to l Oi and l 3i . 

Phot ographic apparatus, increase the r ate from 
10 percent t o 25 percent. 

Bue1neee and store maoh1nss, increase the rate 
from 10 oercent to 25 nercent and broaden t he 
base . 

Teleohone bill, increase the rate frou 6 percPnt 
to- 15 percent. · 

Transoortat1on of oersons, increase the rate 
from 5 oercent to 10 oercent. 

Firearms, · cartridgPs, and shells, increase t he 
rate f r om ll 0ercent to 50 percent. 

Floor coverings (except cotton) and oilcloth, 
i mooee a tax of 25 percent . 

Lubricating oil, inore~te the rate from ~i 
to 10~ oer gallon . 

China and.oorcela1n ware, imnose a 10 oercent tax. 
El ectrical. energy, increase the rate from 

3-1/3 oercent to 5 percent . 
Gneol1ne~ increase the rate from l ' i to 3~i per 

gallon . 4 
Distilled soirita, increeoe the rate fro~ ~ to 

$6 per e;allon. 
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\lines, increase the rates: 
BUll wines --

!lot sor,e thtin 14 !'ercent alcohol, from 
Sp to 15P per ~allon . 14-21 oercent alcohol 
from JOi! to 50~ pe1:allon. i.!ore than 21 pe~oent 
alcohol, 65p to 100 ner ~allon . 

Sparkling ~Tinee, from 7 to 10~ per t pint. 
Artificial carbonated wines , trom )tP to 5P per 

t pint . 
Lioueure, cordials, eto. , trom )~p to 5P per i pint . 

Cie~rettee, increase the rate from $). 25 to $4. 50 
per chousand. 

Other tobacco products, increase the rates. 
Cigarette paper and tubes, increase t he rates and 

remove exemotion. 
Candy and chewing gum, im~ose a tax of 10 oercent . 
Soft drinks , impose a tax or l p per bottle: 
Advertising receipts, l mpose a t ax of 15 percent 

on gross receipt s . 
Fermented mal t liquors, from S6 to ~g per barrel . 

(1) An estimat e is bei ng made of the revenue yield >~hlch 
>~ould result if the Cenadian OOl'!)orate tax sys tem 
~1ere substituted for the 1ll'eoent systt<n 1n this 
country, assuming (1) thnt t ho Canadian sye tem would 
replace the oreeent normal , surtax and excess­
protlte tax~and (2) t hat t he Canadian taxes would 
reolace the canital stock and declared value excesc­
'Orot1ts tax ln. addition to the taxes in (1) . 

(m) An estimate is baing made or the total revenue 
yield and increase over the exie ting law which 
would result trom t he adootion of che British 
individual Md col'!) orate inooms and exoess- 'Orof1ts 
tax a true ture. 

(n) Esti mates are being made of the r evenue effects of 
the toll owing tax changes : 

Adoption of p roposed estate o.nd gift tax 
schedules A and E. 

Raduotion ot ~lowanoe tor deduction of 
interest on a non- business individual borrow­
ing t o a f i xed amount of $500 . 
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(o ) 111 th reference to the exoeaa- proti ta As tima te 
OOiilpl eted on January 17, undel' Revenue Estimates 
I, o (h), a brea.ltdo~m ia b ei ng made or th e income' 
o..nd tax figures before and after the ll ropoeed chang'e 
in t h e exoeee- prof1te tax credit, by a s detailed 
industrial and size claes1ticatione ot com ora tions 
a e is p racticable. • 

(p ) An estimate i s being made of the r evenue yield of 
a proposed tax on rrulio broadcaetin~· companies . 

Economic Conditione Related to Fiscal 
and Revenue !!a tter e 

l. Projects o~ s t udies coople ted 

1. ::emor anda on t he bueineee s itua tion were nr enar fd, and 
wore transmitted to the Secretary on J anuar y 5, 12, 19, 
and 26. - Hr . Haas, !-!r. Dag~i t, l!r . Chevraux, lUes Ziegler 

These memoranda contained in addition to analysis of the 
curr ent s ituati on the following special s t udy: 

Production trends by selected indus trial group s . 
(Char t in memorandum of January 12 . ) - J.!r . Daggi t , 
Hr . Colclough, Hr. Saunders 

2. Honthly or weetiy reports are received from 25 indi­
vidual companies, in response to the Secretary 's re­
quests giving confi dential data on new orders and sales. 
The data in these reports are tabulated and charted 
currently tor t h e Secretary •a intormat1on, and are also 
combined into an index of new orders, which accompanies 
t he weekly memorandum on the business situation. -
Mr. Colclough, Miss Spiegel, Mise MoLaohlan 

J. 

4. At the request or the Secretary, a· memorandUlll , w1 th three 
tables and a chart, was prepared, and was transmitted 
to hi m on January l S showing employment in the avi ation 
indus try as of Ootob~r 31. - Nr . TiCk ton, Mr . ~lagner 

Regraded Unclassified



, 
o . 

7. 

... 
0 0 

349 
- 2S -

Daily , weekly, and monthly nricea of cotton! wheat, 
flour , and b read, were oomnl!ed. Mr . bagg t, 
!.r. Saunders , Mtas SJ>iegel 

?he moveoents ot the !'ICB coat-of-living 1nc!ex coonared 
~·ith th~ '"LS wholesale price lnd~x ot &!>9 oom.'l1od1 ties 
were aho~~ froQ 1935 to date . Four charta, as of 
January 2 , 9, 16 , and 23, were t ransmi t ted on 
Jenuary 6, 13, 20, and 27, reaoectively . 

Four charta showed the move menta or t he indaxP-B of 
12 foods tuffs and 16 i ndustrial raw no.terials from 
Auo·uo t 1940 to d nt e . On the enme chnrte wer e aho;m 
t lte percentage changes for eo.oh of t he 2S oomuod1t1es 
from Aur·us t 1940 to December 26 an~ J anuary 2, t o 
Jlln 'll\ry 2 and 9, to January 9 and 16, !'.nd to January 16 
and 23 . These charta were transmitted on January 6, 
1), 20, and 27, reaJ>eot1vel y . 

Two t nblee were orenared for use in nosaible al location 
of onlPa or defense saving s bonds showing : (1) est1L1at ed 
Uie tr16utl on of e81ariea and w~eea and farm i ncome , 
A~ust-Octobor 1941 by State s ; and (2 ) 1noome J>ayment s by 
Stat r e , 194o , wit h percent di stributi on . - Mr . Daggit, 
!:r. Cololouah 
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II. Projects or studies under way 

1. An analysis is being made or t he distribution ot 
5er ense savings bonds, series E, during Deoanber in 
rel a tion to payrol l s, lllld to national income , b/ 
States. - l·lr . Do.gj;i t, J.!r . Colclou•,h , l·<r . Saunders 

Actuarial Problema 

I. Projects or s tudi~ s co.mleted 

350 

• · At the reques t or ~:r . Ecker-Racz, or t he Division of 
:'ax Research, gn January 7, certai n OOIOI">ound i:~terest 
ca!oulat1ons were ~de tor use in a studY of tne manner 
i n ~"hich the orem= on a tnx-exemot boner' could be 
auortized through tax savings. These figures were 
transmitted in a met~orandum to !lr. Ec:ter- Racz on 
January 9. Later, on the basis or revised aesum~tione , 
new oalculations >~ere made, and were t ransmitted on 
JMuary 19 . - I:r . Brown, I:r . Kroll 

2. A co10putati on wa~ made on January 15, on t wo yield 
basee , or int ermediate red~nption valuee during the 
first five-year period on a prooosPd t en-y~ar aoec1al 
security to absorb idle business balanc es . The average 
yield over t he entire ten yeere was also computed . 
The ee figur es were included in a memorandum prepared 
by l·lr. Hurphy whi ch wae submitted to Under Secretary Bel l 
on January 16 . - Hr. Brown, Mr. Kroll 

3. On January 8, Mr. Fisher, Chief, Retirement Division, 
Civil Service Oomoission, asked several questions 
r elative to the amendment ot June 2 1 8 to the 
Civil Service e remen Ac to perm an owanoe 
or credit tor service rendered since August 1, 1520, 
"ithout deposit of me:abe r oontribu t1on but the annul ty 
ot the employee to be reduced by the ampun t such 
d~'lOSit would Qurchase if uade . l:r . Fisher's questions 
were anewered in a letter dated JAnunry 10 , >Jhich in­
eluded numerical illuetrL\ti ona or the operation of 
this au1endment . - ~lr. Reagh, !l.t' . Brown 
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4. ~onferenoes were held in the of fice of ~nder Secretary 
Bell on January 28, which result ed in the nreoaration 
ot n proposed draft or a letter to Senntor' \/agne r , 
C~~irman of the Committee on Bankinb and Currency 
setting fo r th t he Tr easury's views on s . 2918. - ' 
:.ir . Ree~ 

c. 

3. 

4. 

II. Project s or s tudies under way 

The Boa1~ ot Actuaries ot the CiVil Bervioe Retirement 
llnd o!eab!lit~ Fund is laying out detiilied n! ans tor 
t~buiat!ng an processing data for use in pi-eparing 
tne r egular five- year valuation ot t he CiVi l Service 
.letire::.ent Fund tor the pur;>ose of deter:aining the 
liabilities of the Government under t he Civil Service 
RetlreJent law. Under the l aw, such a valuation :aust 
be prepared as or July 1, 19llo. Vlllua t1on !)l ane a r e 1n 
~roc ess of !)rS!)aration. - l:r . Reach, l:r . Brown 

~ne Forei&n Service Retirement Law, as apnroved Aoril 24, 
1939, Section 26(m), provides thnt t he "Treasury Depart­
'!lent shall prepare the e s timRtes of the annual aporouria­
tions requi r ed to be made to th~ Foreicr service Retire­
onant end Di sability Fund and shall miike actuariill villua­
tion at Interval e Of rive years , or oftener if deemed 
necessary by the Becretnry of t he Trr asury 11 • ThE' State 
D~oartment has reouested an estimate of the El?''ronriati on 
r equired for the f i scal year 1943. A valuation or 
June JO, 1941 hae been oomnleted and will form t he basi s 
or t he esti mate for the fiscal yea r 194). - ~~ - Re~h, 
•r. Brown, Hr . Kroll 

At the reouest of ;.;r. A. R. Pilkerton, Auditor of the 
Di strict of Columbia, an actuarial quinouennial valua­
tion i s being made of the Policeaen's and Firemen's 
P~nsion Fund of the District of Columbia. This v81ua­
tlon Is beln~ made by the Treasury D~nar~ent 1n accor d­
o.nce w1 th the 1942 District of Colw.tbia Ap>:>roprlat i on 
Act auproved July 1 1941. The wor~ for the valuation 

' • ' I' G hne been begun. - llr. Reagh, .rs . roseman 

Several year s ago a commi ttee was or c;nnized tor the QtU'­

noee of atudylne >~aye and means to extend re t irement 
~ef1 ts to all Government employees regardleSS or 
Civi-l Service status . The working colltlni ttee, the 
Suboomr.ti ttee on Re ti rement, has ngain become act1v.e . 
A report bas been preuared but has not yet ~een suo­
mitted to the maln commi ttee. - Hr . Reab·' • •-lr . Bro"'ll 
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.~ . Fisher , Chi ef, Retirement Division, Civi l Servi ce 
CoiOUlission, J:tequee t ed on December 12 a set ct factor s 
which would be needed t or the ooooutetion of i~edia te 
annuities under H. R. ~gz if this bill should be en-
ac ted into law. Appro~mate factors were submitted 
to l.r . Fisher i n a letter dated December Jl. The bill 
beci!Jile law on January 24, 81ld on JMUIU')' 2S ::r. Fisher 
fonAally reauested the Board ot Aetuari~e to prepare 
&P ta ot factors to deteroine the i moedia te annu1ti es 
ot thoce eligi ble tor ret irement under section l(d) 
o.nd section 5 (a ) ot the Act. ~ recly to the request 
is being orel)ared by lir . Buck, Chairman ot the Board, 
and Will be submi t t ed to us for oonaideration and 
~~ormroval. - !-:r . Reagh, 1-lr. Bro>m, l·ir . Kroll 

352 

Ot he r Pro jec ts or Studies 

1 . Publications 

For the J anuary issue ot the Treasury Bul l etin 
data were nrenared on averQFe yields or l ong- t erm 
Treasury bonds and high- grade oornorate bonds . -
J.!r. Bnrnet t 

All the r.lateri al subr:i t ted t or t he Jnnuary issue 
was r r vi ewed and edited. - l:r. Lindow, ::r. Lynch 

!lew tables were prepared tor t he January issue as 
follows : 

l. 

2. 

A table showing monthly sales ot defense 
savinGS bonds , olasaitisd by series , sales outlet , 
a nd denominati on. - Hr. Brown, Hr . Kroll 

A t able showinG monthly sales ot t ax antici na­
t i on no t es classi fied by series, t ype of 
ourchaser, ' o.nd denomi nation . - ~:r . l4ayo 
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c 

(b) 

3. Three t abl e s on public marketable 
securi ties issued by the United States 
Gov ernme nt and by Federal agenci es show­
ing ~rice and yi eld data tor each issue . -
Mr . Bro>m , !•:r . Kr oll 

~. A cumulat ive table of contents by each 
of the past twelve months . - :r . Lynch 
J.!r . Wagne r 

(c) At t he request o r Under Sec retary Bell on January.:~, 
a draft of the ~rooceed review c t "Tr eaaury fi nance 
and the new budgetft f or t he February Federal Reserve 
Sull~ t1n wa s r evietred , end cleared by t el eohone 
on J anuary 26. - l:r . Haae, !!r. :.turpby , !·lr . Tickton, 
l·lr . Robbins 

3. Corresnondsnce 

Replie s were prepared to letters r eceived on s ubjects 
rela ting to the work or t he Divi sion, and letters 
draf ted elsewhere and submit t ed t o t he Division for t ha t 
')urllos e were reviewed. - ~:iss ::i chener, llr. Lindow, 
.:i ss Ziegler, and othe r metlber s of t!1e s tarr i n aoyro?riate 
t i el <le ot wor k. 

During Januar y 510 letters wer e received in the Divi sion 
and 57S wer e handled as required. 

4. Charta 

Charta are orep ared and continuous ly br ouuht up to date 
tor use in inemor anda and in ohllrt boolte on special sub­
Jec t s , M d corresponding photo~l·anhic, 9hotosta tic , 
nnd mult1lith work 1s oarr1ed on . This is done in the 
Gt•n!'lhio Secti on under the auperv18ton of Hr . Banyas . 
A o tnt1st1oal report on t he worlt or th e Graphic Section 
f or the month ot January is a ttach Ad . 
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'J~·. P:, -'J C f\ ,_ v. ' ' 
I ':J ( f 7 ( -< \.. 

Willard Hotel , 
Washinaton1 D. c ., 

llarch lb, 1942. 

Dear Mr. Secret ary, 

May I bring the following case to your 
notice ? 

The production of Uerlin engines by the 
Packard llotor Car Company was undertaken under arrange­
ments by which: -

1 . The Defense Plant Corpor~tion put 
up t he money for one-third of the 
capital facilities required, and the 
Bri t i sh Government put up the money 
for the remainin& two- thirds; and 

2. The War Department put up tbe money 
for one- t hi rd of the manufacturing 
costs, and the Bri tish Government 
financed the r emaining two-thirds . 

The contracts sta te definitely that every­
thing in the way of expenditure and output shall maintain 
the ra tio of one to the Americans and two to the Bri tish. 
This ratio has so f ar been maintained except in the case 
of orders for spare parts. These are to be supplied under 
Lend-Lease, but we have been forced, for the time being, 
to preserve the 1: 2 ratio bY f inancing temporarily two­
thirds of the cos~ of t~e spares subJect t o a new ratio 
being worked out (as iS now being done) to repl ace the 1: 2 
r atio, and subject to t he refund to us of any money which 
we have put up in excess or what would be required bY t he 
new ratio. 

On capital f acilities, however, the 1 :2 
ratio has so f ar been maintained, the last occasion on 
which more capital was put up having been about a year ago. 

I t has now been agreed that new capaci ty 
must be provided for Packards to keep themselves supplied 
with cutting and other consumable tools and the cos t 
involved i s about $7901000. On the 1: 2 ratio our share 
of this would be $524, 500. 

I do not t hink that we ought to be asked 
t o put up fresh doll ars at the present stage f or ext ension 
or capital facilities, but I understand that the Bri tish 
Air Commission have not been able to ~aka any progress 1n 
recent discussions with the War Department and the Defense 

The Honourable 
1 Henry Uorgenthau, Jr. 
\. Secretary of the freasury, 

Washington, D. C. 
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Plant Corporation witn a view to arriving at some 
alternative solution. I canno t f eel that t here is 
anything ~cred about the 1; 2 ratio that we must 
continue t o stick to it, and anyhow it is being 
alt ered, as explained above, as regards t ile spare 
parts. Uy fe eling is that we have a strong case 
for asking that the whole cost of t •e new f acilities 
~hould be put up either from War Depart~ent or from 
kend-Lease funds . 

362 

The matter is very urgent if the necessary 
tools are t o be obtained. I should be most grateful 
for any help which you can give us in the matter . 

Yours s incerely, 
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TREASURY DEPARTMENT 

INTt:R OFFICE COiolloiUNICATION 

OATll llarcb 19, 1942. 

H. D, 11b1te 

I aa appeacliJI& i0111e letters tor your e1patura. 

Let.t.tr No. l - To S.cretazy Jonee requeeUna in.t'oruUoo in action 
on U.. pU'Cbue o.t' .t'aclli Uee . 

Lotter No. 2 - To S.crettry SU..oo requeetinc intorutioD on the 
~t tor -terial to.keD b'<a BritJ.ab dollar 
contracte. 

------------------------------, 
14WiE!..Jilli.L..lLJI!IdiiiSI._.4 - Alternatin httera to Sir Freclarick in 

answer to b1a letter to :you ot llarcb 16, cow ot 

Letter No. 

wbicb ia appended to Letter No. 3, I prater ) 
Letter No . 3 wbieh in41catea , in et.t'ect, that t he 
1110unt imolnd 1a too amall to juatit)' :your a!*¥1-
ina tJV' U.. on it at pre .. nt, Letter No. 4, the 
al.temat.in auggeetJ.on, atatea that you 'll1ll take 
it up with .Joneo. It :you lien Latter No. 4, tnen I 
:you eboul.d. al.ao aiCJ> Letter No. ~. which takaa the j 
-tter up with llr. Jonea , ./ 

6 - 1'bia 1a the letter Aubre:y lllli- 1101114 nr:r .w:h 
like to han f® und to tba Senator . We dratted 
1 t together (one horae - one rabbit - ., and ba1n& 
the rabbit) and I th1nlc it would be nr:y belpt\U 11' 
:you could aaa :your way clear to .. oc11na it. 
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TREASURY DEPARTMENT 
368 

INTER OFP!CE COI04UNICATION 

TO Beoret~~enthau 

,.0 ,. Llr. H wY' 

DAn Uaroh 20, 1942 

In ooordanoe r.ith your request, I am submitting herewith 
a brief statement on the Canadian orioe control plan, wi t h e. 
chart showi ng relative trends in ooat of l iving and retail 
rood or ioea in t his country and C~nada . The statement has 
been aubQitted t o reeearoh divisions ot the OPA and BAE, and 
incorporates suggesti ons that they have made. 

At~e.chr.lenta 

: 
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Canadian inflation-control program. 

On December l, 1941, after previous unsuccessful attempts 
to control prioea, Canada put into effect an overall pr i ce 
ceiling as oart of a far-reaching nrogram of inflation control. 
This 5- oart proBram consi st s or (l) a general ceil ing on re­
t Ail ~rices, with limited excepti ons , (2) a ceil ing on wages 
and salaries, supolemented by coot-of-living bonuses, (3) cur­
tailment of ~ublic snending through taxation and war savings 
~rograas , (4) a eyatem of i ndustrial allocations, rtith oro­
spective consumer rationing, and (5) subsidies t o pr oducers 
ot ea~ential f arm products, to mai ntain supclles w1~hout in-

/ cr easing coats t o consumer s . 

While it ls probably t oo early to determine the effect1v&­
ness of the Canadian program, a levelling- out o! the Canadian 
cost-of- living index and index of retail food nrices since 
November 1941 may be significant. The attached chart shows 
the official Canadian cost-of-living index and the i ndex ot 
r~tcil rood nr i cee , in comparison with similar off icial in­
dexes tor this country. For comoar ability, both are converted 
t o 1\D August 1939 base. 

The Canadian t1gures (as of the let of each month) show 
thRt the cost of l iving index in February was 0 . 5 percent 
lovrer than last November, and that thA index of retail food 
-,rices was 1 . a oer cent lower. (Thf! Order in Council establish­
ing ceiling orices was i s sued November l , the base oeriod for 
the ceilings having been announced on October 18 . ) Figures 
t or the United States (as of t he 15t h of each month) show 1n 
the same period a rise of 2.2 oeroent in l iving costs and 
a rise of 3.3 percent in retail food prices. 

The Canadia~ price ceil ing ls essentially a rigid ceil-
1n6 on retail prices, a~plying t o All oomuodl~ies (unless 
specitioellY exempted) , . to t~elve essential services, end to 
t he r en t al of all real uroperty. A maJor administrative 
~roblem i s the •roll ins back" ot aquee~ee bet~een retai~ 
cricne and basic costs, which is accomplished in part b~ the 
payment of various Government subsidies. 

Attachment 
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Tllh tolecru .... t be par._. 
pllra-od botoro being co..un1-
ca\od to &AfODI other than a 
Qo1'1rllllllltal ... D.Olf. (ll!l) 

Soore\&ry of State, 

W&ell1nc\OD. 

252, Marcil 20, 2 P·•· 

o~ac .. 1a w.11. 

Dahd Maroll 20, 1942 

lloo 0d 4 p.m. 

Rotoronee Doparhant 0 o UO, hbrna17 14. 

Pleaoo Wora Tre&eU%7 that Central BaDk of Ohlna llao 

dol1Yored clllcko drawn on Treaiurer of the Un1tod Statoo in 

ao agppto uoUDt of $14, 46o and roquooh t hat a eor­

retpon41ac uoUDt be credited to Central llaok ot Ohlna 

.. oWlt 1n lodoral Re oer'fl llsnk o! !lev York. 

<aUSS 

CSll 

Copyslcs}/21/~ 

383 
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lnlC 
ThLs telEGrn~ must be 
parnphrascd oefore bclna 
eanmunien ted to anyone 
othEr t hnn a Govtrre1tntnl 
11::;mey . ( an) 

Secretary of St ate , 

1/nshington. 
• . 

253, llnreh 20, 3 p .m. 

384 

Chun~ing via N.R. 

Dnted l111reh 20, 1942 

Rce 1 d 4 : 07 p .m. 

FOLLO .. Ii!G F:\<'i : .".DL:R ror: FOX Ct.n: t F SO::CR£'1'/.RY 

OF ~11:: TREAS~. 

"TP £.3 

One . Boar d uould o~>prcoilltE tronsni3s1on of 

fol :!.o·.ti!10 ne ssac;c to Federal Rr. auvc Danl: • Statc~tcnt 

of a ccounts froo Doard•o incepti on to datE most 

urcmtly rzquil•cd. Plwsc forward by quickEst 

av oil ablc route . If ::nr sta ternc nt sent to Chuncl:inc 

office , ca'll£ <btE of dcspntch, per"od covEred, and 

route .• SOith accountant froo Cnleuttc her- and 

preparinG o~ board rc?ort f or three governmEnts nould 

be Grcctly f acilitated by early receipt of Federal 

Reserve Da~: • a statement . If you ore returning f airly 

so ,n , sU<,;Ct st you brine a t il tcmcnt \'lith you otherwise 

best to send it by d1plo~tic pouch cart of me . 

T:7o. Doctor JCUnG would lil~c to !:nov• approxim:ltE 

si:c CJf trH'.3ur;' srau.:;gl.inc prevention force . If not 

inconven-ent, c ould you ascertain anC l et t>e blot~ .. • 
OJ\USS 

r.;:s 
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In replJ refer to 
n 740.0011 Pacific I er /2064 

llaroh 20, 1942 

!be Seoretar,r of State preoonti bio coap11•nto t o 

the l!onorab1e the Secretar,r of the ~ur.r and enc1ooeo 

a cow ot deepatch no. 284, dated Jacu&r7 26, 1942, fro. 

the .t.•rican bbaa07 , ~. ChiDa , recerdi~~t; a coordiDation 

coaaittee ln Chuncki~~t; to deal with econoalc queotlono. 

!elograa no. 60 referred to ln the dlopatcb wao trane­

altted t o 'l'reu\11")' under date of January 28, 1942: and 

dupatcb no. 266 waa tranoDitted Februerr 19, 1942. 

I 
lnc1oeurel 

J'roa :labuOT, ChungJcl~~~~:, 
no. 284., J&ZNA'r'/ 26, 1942. 
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l llbJoct I .l CoorcUD&Uon C,_Uteo 1n Chwlckiac to 
daal with lcoooatc ~otlona. 

Alr 11&11 

COlil'IDIII! Lt.L 

!he BoJ>orablo, 

Slrl 

Tho Socretar.r of State, 
Wuhincton, D.C. 

386 

I ha,.. tho honor to refer to rttlf tele&nUD no. 60, Jan11ar1 25, 1.2 noon 

and to onclo .. copt.. of two .... randa 111 rep.rd to tho ruueated fon:at1on 

of a coordlD&tlon CODD1tt .. or 1.llliod lconomio Council" in Chu=tk~ to 

lntereot ltoolt ln China' a financial and oconoeic probloao • 

.lt thla stece and tao I haTo nothizl« of oubotMco to add to tho 

cooetnt ln rq roforonco tolocru. !bore oro oerlnu ecoDomlc woblo<:~a 1n 

China which should bo dealt with sori011o4' and construcU .. 4'. · .l comltt .. 

of competent poroono with authority under a loan or credit agreoa:ont and 

with Chineoo cooperation should be able to ~re a real coDtribution to a 

oolutton of thooo problollt and at tho o&DO tlmo 1Dcroaoe Chlneoo ability 

ud wtllincneoo t o conu n..- rooiotaAeo ~t Japan. In rq doopotch no. 

256 of January 8 , 1M2 I ha,.., in ouuootin& tho direcUono 1n which 

flOaAeial old might be gl,..n to a4nnte&o, indicated t he fielde in which 

ouch a co.mittoe mtcbt lntoreot itoelf. Tho problem to not, I fool, slep4' 

one of oupportt.cc Cblnoao ourre~>q. 'lbo procrooo of curronq lnf4t1on 

ohould cortalnlr bo aoderatod if poootblo; it C&DDot howovor bo rovorood. 

A doflatloDar,r polley rooultlJ>g ln a roductioD in the production of eoo­

oumero' goodo would bo in error and havo unfortunate conoequoncoo. ln­

courag-Dt to tho productlOD &Dd tho iloportat1on, if f ... tlblo , Of i OOdo 

should I aa conTiJ>cod bo t ho prtear.r obJecUn of flnanclal pollq lD tbia 

oroa now, and 1f a fortl&JO orodit or loan can bo uood t o that oDd and &D 

ocoDomio ooordlnatioD coouotttoe can effeotivo4' aid lD ouch uttliootioD, I 

bollo,.. tho ODO ehould bo granted .,d t he other oetablitbod. Tho tlJ>aDcial 

ud ecoDoatc o:q>Orh should bo ablo to dehraino wbetbor ouch a procrea it 

foooiblo but itt ouccooo will depend l.arp4' on t ho decroo of real cooporotloD 

CiTeD ~ iho Cblnooo authorltlee. 
Reopoottul4', 

C. E. Gantt 

EDcloourotl 
1/ Ue11orudwo tor .lllbaltador dattd Jenuary 23, 1942. 
2/ • 0 I II ' 34, 194;), 

Oricln.aJ. and fin copleo 'tv a1r to tho Dtpert,.nt. 

JCV/wr 
850 
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.J ... ......,. 23, 11142 

8ubjoot1 lue&eotod J'or.atioo of a 0orr41oaUon o ... utoo 
to 4e6l with lccnooic Problo .. , 

llr, llall.-PatC: • J'iUACial Attache of tho llr1thh Ea'baoo;y, called 

thio aftornoo~. no .aid that, on tho baoio of diocllOoione with Sir 

Archibald Olarlo-Xorr (the llriUob .lsbaooador) and Sir Otto Niemeyer 

(Chief of tho l!ritloh lleonomle lli .. ion to Ohlna) be had called to 

sug11t tho fo..-tion of a Coor41ut1on CoaUtto in Cbt!lllldnt; to c!Aial 

with ficanclal and oconooic problou and parUcularl;y with problo::to that 

would ari .. 1n connection with the ha.n411nc of the Anclo-.Loer1.,_,. credit 

to China , ahould .uch credit be sraDtad. He oa14 that he envh~d ouch 

a co-ittoo u bel.nf; COIIPOood of two .t.mericaDo, two llrit1eh and two Cbinooo 

•••bore , and a Chineoe Secrotar;y whom he thOU«ht ohould be a l1I&D of the 

character of T. J', T•l.anc· He oaid that it micht be c4v1oable alao to 

1nolu4e a Dutch roprcoentati.e and 1 a44ed that it might be &dviaBblc for 

o1nilar l'OUOIII to 1nclud.o an Auatralian. He oaid that he tho"&ht t ho 

co1121ttto ohould be ort;anbed u ooon u ponible &Ad that Sir Archibald 

ClarlD-Ien wu prepared to appro.e ito orpnhatlon. He oald that ho and 

one other l~~&llohaan would oervo en the Co•ittto and ouueated that I and Ol>l 

other A..ricaD oervo. J!o thought tha t Dr. XW~t; or hh c!Aipo1t;r would wiah 

to be Ohair.an &Ad hoped that another Cbinooo of abilit;y would be appointed. 

He ukod •• to refer the matter to ;you. l oaid 1 would do oo and inform hill 

of your anowor. l!o oaid th&t be wao t;oint; t o XWlllint; on llonda)', but that I 

could takw the Nttor up with Si.r Archibald or Sir Otto u both of thea wore 

1nfor.o4 on tho oubJoct • 

.JCV/wr 
fruo co:w of dped ort&iDal· w. r. 
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Zlloloeun llO. 2 to deepo.tch ,.0, 388 
284 4ato4 JIAli!UZ'f 26 , 1~. r .... 
tbe :labu17 at c~ 

&ubj octl 1All1t4 lconomio Counon• at Chun&Jcills 

I au lle.J.l-Patch &cain at noon to~ in Sir Archibald Cl&rlo-ICorr'• 

o!tico. Sir Archibald waa alto prooent. I called w1thi ng to clear up a 

f" po inte and obtain additional iDfonoation with reo:pect to Hall~Patch'• 

auc&ootion ot 7oator~ in r.gard to coordination in tho field of oconoaio 

OJJcUinanci al aattore. I asked whothor tho propoood co.aitteo waa to co• 

into boinc o~ if China wore granted ondita 'Qy Britain end tho United 

Statoo and whatbar it wu t o deal oxelua1Ytl7 with ~~&ttora portainills to 

tho uUlhation of tho crodita, Sir Archibald oh01rod me a note reforrinc 

to a con•oroation which a Chineae official apparontl7 had had with Dr. H. H. 

Kunc. 1'b1t note indicated that Dr. Kung bad tiJ6&eoted that tho •.Uliod 

Economic Council" in Chungking bt oot up without reference to tho propoood 

crtditt; that it bo charpd with meldng a tudiot end roco..,ond&ticnoi but 

that it would aloo, when crodita were crantd, intoroot itself in tho pr~ 

bl- connoctod with tho offoctin uat of theoo crtdita. !!hie note aloo 

annortd tho ooeond question I had in aincl, tM.t 1t, whether tho concerned 

Ch1.neoo oftlcialt wore intormod with rtprd to t ho propooal. I uk>ld •ho 

had tcalr:en tho 1.nitiat1n in eucceoUnc tho cOCUiittoo or •counc111 aod Sir 

Archibald o&id it had boon mere or looo •lpontOJJtoue• but acreod tM.t the 

initiat i•t ahould proporl7 appear to come fro• tho Chin••• · 

John Carter Vincent 

JCV/wr 
.l trut cow 

of •ico>td orieinal• w. r. 

Co~tbj13-21-42 
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Treasury Department 389 
Division of Monetary Research 

Date ..... ~~--~ ......... 19 42 

To: lliss Chauncey 

From: .llr. lih1te 

I presented thie orally to the 
Secretary on .April llth and the Secretary 
asked me to give him the highlight a 
orally, which I did. He aaid 1t was 
all ri~ht - be would npprove. I told 
him h1a signature waan•t n~ceasary on 
the final document. I also atated 
that the final document would contain 
some modifications ot th1a draft but 
they would not be important modi!ica­
t1ona. 
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Treaeury Depar~ment 
Division or Monetary Reaearoh 

390 

Da te ......... ..t~m:llh .. 6Q • .. l~t.~ ..... l9 

To : Secretary Worgenthau 

ll. o. 11hite 

In our tentative reccmten®tions to Cuba some 
ot our proposals constitute a substnntial departure 
rroo SOOA ot our own practices. 1! you are interested 
in goin& into the matter I l!Ould appreciate it if you 
•ould do it soon as we are now discusei.ng the pre­
l.imin.r.ry report with the Cubnn officials, and we are 
bei!lll pushed to complete our report by both tbe State 
Depart~ent and the Cuban Government . 

There will be of course a final clearing in the 
Treaeury and possi bly in the federal Reserve Soard 
befor e a final report is suomitted to the Cuban. 
Uovornnent but it ~~11 then pr obahly be too late to make 
~ore than minor changes . 

Copies of the preliminary report our being sent 
to D. Bell , Legal Division, Md St.at.e llepartnent . 

0 
• 
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TO 

TREASURY DEPARTMENT 

INTER OFl'ICE COto04UNICATION 

Secretary Morgenthau 

14r. White )17;1#/ 

Proposed Cuban Central Bank 

391 " 

OATt Karch 20, 19~2 . 

I nm sending you herewith a copy of a preliminary draft renort 
on t he pr oposed Cuban Central Bank by the Ame r i can Technical • 
W.s£1on to Cuba. The Cubi'Jl Finance 14in1eter has requested the 
opportun1ty ot d i scussing t he Centr!\1 Bank prcposel. s ..-ith the 
llls si on dllri ng h is stay in Washi ngton . These d1scuseions ..-i ll 
ne ba sed on this dra1't. 

T"ne a ttached report envtse ges a Cuban Central Bank having 
l.i'e rono .. ing main characte ristics s.nd pov.ers : 

Cepi te.l Structur e. 

The 1n\tial cepHal end surp lus i s to be S million pesos 
( •: ith the r>~~>o , e s you know, a t 1 t o 1 pari ty wi th the dollar) . 
Of this the commercia l benke will contribute abou t 3 million 
' Psos in onsh , and the Cuba n Government about 2 million in ca sh 
Fnd 3 million in Government obligati ons . 

The cap i t al contributi on of the com.wroia l banks is to be 
f1x~d at 2 pe rcent of their depoei ts. The Cuban Government ~<i ll 
r.l!> ke 1 cash con t ribution a.tfficient to brill¢ t ot al cash contri­
bJtions to 5 m1ll1on pe sos. The 3 milli on pesos of secur i t ies 
con tributed by t~e Cuban Government will crea t e a paid-i n surplus 
for the Bank. 

An ExPort-I :np<:rt Bank loan t o help t 1 e Cuban Government meet 
it~ caa'n contributi on should be considered 1t it proves d1tt1-
cu l t tor Cuba t o rai se this money at home. 

lh>nagement . 

The Cuban Gove rnme nt wi ll control the Central Benk through 
con t rol ot u lllll.)ori ty ot the directors. The Precident of the 
Republic will appoin t th e Gov ernor ot the Bank who wi ll serve 
on ti'le Board ot Director 8 ex of f icio along with the Finance 
Mi nister. Th e Presi dent will also apnoint five other di rec tors, 
two from nomi nees sel ected by the share-holdi ng banks, a nd t h ree 
to repreeen t t h e sugar industry, other agricul ture, end comme l'ce. 
At least one ot the t wo director 8 represent ing the commercial 
banks must be a Juban citizen . 
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Division ot Monetary 
Research 

In addition, an Adviso ry Council is to be oroeted to o.ot 
P & &n advisory body on maj or matters ot bank policy , This 

council 111. 11 co!lsi £t ot the :IU.n1sters ot Finance, Agricul ture, 
Com~rce and Laoor and a rep resenta t ive ct the Faculty or Law 
of t he U:-~1verslty of Habe.na. Under certain oondi tiona indica ted 
oelov· t he Couno1! has manda tory powers. 

Locns and I nvestments. 

Tne Central Bank will make Pl"i marily shor t - term loons t o 

collll!lercl e.l banks (up to 9 months in the case ot agricultural 
p~per) . 

Loans to t he Na tlonal Government a re limited to 10 percent 
~ of ~ verage annua l expenditures wi th a pro vision for relaxation 

on vote or six- eeven ths ot t l'e Directors. Loans to semi-offic i al 
c,••:it t gencie a (it is hop~d to establish an Agricultural Bank) 

" re l imited to 15 percent ot the Bank 's assets. 

To prevent evasion of the limitations on Government loans, 

cpen market ooera tions i n Government seeuri ties are res trio ted 
to een soned obli go.ti ons. 

Loans to the public a::'e permitted onl.y in case o f national 
e.ll~l' !:.ency ~nd then only with consent of t he Adviso l' Y c ouncil. 

i\eserve Requirements. 

Tne Ce:ltr al !lank wi ll be r equired to mw.nt ain !Pld or dollar 

r t· 6ervee a f"o.inst notes but not deposi ts. Ti'e notes ou tstanding 
rr.en tne Bank b egins operati ons 111. 11 be consi dered a fiduci ary 

issue e~a1nst wh1oh no new r eserves are r eou1red. Notes ~bove 

till s amount a re subjec t to a 25 pe roent requirement , 

The Bank will t eke ove r l1a b1l i ty t o r exi sti ng ol.lver cer­

t 1t1ce.t es and th e Edlver coi n s h eld agains t them. As the silver 
certit1cetes a re replaced with bank: notes, the coin s held agai nst 

them w111 be rele ased f or other purposes . 

V."henever the reserves t all belo·· 23 pe rcent the Bt<nk shall 
be requlredto t ake corrective measures satisfactory to tl!e 

Advisory council. In case ot emergency rese rve requirements of 

oom .. ~rolpl banks can be alto red by the Boa rd of Dir ectors with 

f u ro va l ot the Advisor,y Council. 
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Stabi l iza t ion FUnd . 

393 

Division or Monetary 
Research 

A Stabilization Fund will be created to assis t 1n control­
ling the exchange value or t l'>e peso, It 111.11 be controlled by 
r comn1tt ee cons is t1ng or th e GovP.mor or the Bank, the Fi nance 
l!lnister, ;md a t il i rd member to be selected by the Finance 
111n18ter. Prof1 ts and losces or tl>.e FUnd will be tor a ccount 
or tl'e Go vernment . 

T• e Fund ~>.'ill i n gent~ral hold Cuba ' s gold &sse ts and issue 
,o1d ce~tif1cates t o the Cent r al Bank. Tile Fund will. have the 

rieh t to bo rrow pesos f rom tho Central Bank without int P.reet to 
~uy rold but can be di rected . to borrow in the open marke t by 
tHe Advi sory Council. 

0:1 t·eCOIIilllend ::.t l on ot t!'!e Fund CC!l11111t te~ . the President or 
Cvba c::.n subject PY.change t runanctions to licens e by the Finance 
lt!nie t er. 

T e d.,ll!lr Till no longe r b e legal tender. 
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Prelimna!'Y ~ Confidential 

American Technical lliasion to Cuba 

· March 20, 1942 

Personnel of lll.ssion 

G. A. Eddy, Treo.aury Department 
A. T. Esgate, Farm Credit Administration 
\l. R. Gardner, Board of Oovemors of the 

Federal Reserve System 
F. A. Southard, Jr., Treasury Department 
11. R. Spiegel, Treasury Department 
Q, B. Vest, Board of Governors of the 

Federal Reserve System 
H. D. ·:.h1te, Chief or mssion, 

Tre&3Ur)' Department 
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PrincipaJ. Features ot CUban Central Bank 

Froliminaey Dratt to serve as the basis o! joint discussion 

:larch 19, 1942 

I . Capital 

395 

1. Authorizod capital:- 10 million pusos in Class A and/or Class B shares 

and at least J million .,.,aos ot capital, or paid- in, surplus. 

2. Original subscription:- 5 t>illion pesos of lhnre capital and J t>illlon 

paid-in surplus. 

Commercial bank subscription:- 2 percent ot each bank•s deposits 

in some designated base period, in Clnss A shares of 100 

pesos par value . This Will o.mount, on the basis of present 

deposits, to about J million pesos, in cash . 

Government subscriptiont-

(a) Enough Class B shares of 100 pesos per value to bring 

t ho original subscription for Class A and Class B shares to 

~.ooo (5,<JO?,OOO pesos). For olCAIIIJ)le, if banks subscribe 

J . O llillion tbe Goverment Will subscribe 2. 0 ..UUon, in 

cash. 

(b) In addition, the Qovornmont Will subscribe J million 

pesos which may be paid in tho form or Government obligations, 

to be crodi ted. to paid-in surplua . It may or my not be pos­

sible to havo this subscription evidenced on the balance 

shoot in sooe "~ ns having como from tha Ooverment. 
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), Capitol structuro at tllB outset:-

Class A shares (entirely owned ~ the commercial 
banks) - Approximately JO,OOO olu~os outstanding ... ),000 ,000 

ClD.Sa D shares (entir ely owned ~ tho Oovernmant) 
Approximately 20,000 shame .............. ..... .... . 2,000,000 

(Enough Class B shares will be sold to tho Ooverment 
to bring the total n\llli)Qr or Closs A and Class B 
ShQ%'08 to 50, 000 . ) 

Surplus, paid~in, by the Oovornment. .......... .. .... J,OOO,OOO 

Surplus, earned....... ..................... ........ o 

Total capitol fUnds ................................ 8,000,000 

Authorized but unisswd - 50,000 shnros Classus A 
nnd n. 

4 . Dividends:- Dividends to be limitdd to 4 porcont, cumulative, and 

perhaps limited further to Clnss A shnras . 

5. Disposition of surplus:- At the discre tion or tho directors tho Bank 

mQy build up oarnod surplus or rosorv~s \7ithout pcyi.ng divi­

dunds, but dividends shall bo cumulative end no surplus 

sh3ll be p<dd to tho Oovormont so lon11 ns there :>re acy 

d1 vidond arrearS, ACtor pQyl:l<lnt or tull d1 vidonds, the 

Bank's earnings shnll bo dividad ns follows : 

50 purcont to tho OovornMnt nnd 50 percent to surplus 

till nn earned surplus or ) . 5 million pesos has bean 

accumulat ed; 75 pcrcont to t ho oovarnmant and 25 per ­

cent to surplus till "" \larned sur~lus of 7 . 0 million 

posos bas buen accw:>ulntod; thoronttor 100 percent to 

the aovennent'. 
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In tho event ot Uquida tion ot thu Ccntrnl Bank, a:rt;t 

surplUll after r e tiring stock hold by bnnks "t par plll$ 

di vidonds <1ccrued and onrnod shall rovort to tho Government. 

6. Adjustmont in com:oorcial brulk holdings , - Commercial bnnks • sub­

scriptions ar e to ba odjustod aMUill.l,y to each bnnk • s 

avoraao deposits in tho prvcoding yonr (or •ace other prac­

tical b:1se). Each bnn:<•s subscription ::ust not fall below 

2 percent of its deposits in tho preceding yonr. 9Mks 

whoso deposits doclino, h011ovor, have tho option of Ntain­

ing Central Bank shares proviousl,y required to be purchased. 

Purchases and redemptions shall be nt pnr . 

Additional shares roquirud to bo purchnsad by banks 

whoso deposits have incroasod arc to be purchased from tho 

Cuntral Bank at pnr (:1) froe~ shnres turned in by other 

brulks \meso deposits hnvo docronsed, (b) 1'rou the Cuban 

Treasury frm an:t of ito B shaNs lthich it is 'll'illl.ng to 

soll, nnd (c) froc authorizod but unissued ehnros of tho 

Central Bank. Step (b) o;>nns tha t the nuobor of B shares 

\1111 in offcct be convort.Jd into A sharos. 

At the annual rcaUjll$tmont period tho Central Bank is 

obligated to rupurchaso at por any of its shares hold by 

tho commercial banks in oxcooa of 2 purcont of their do­

posits. C()Df.lllrcial brulks clln soll their shares onl,y to 

the contral Bank. BankS do siring to Uquidoto 'CitXIf hove 
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thoir stock rcdoooed at aey tiao convonient to the Central 

BD.nk. 

In case banks' holdings ot Class A. shnres should 

docl1ne below tho omount criginnll¥ oold, tho Govornoont 

shnll not be roqu1rod to purchnso ~dditionnl class B sbar ao 

unless it desires to do so. 

? . Cnpitol n~cossary to start oporntions,- Provision oigbt be made for 

the !lank to stnrt operations whon 25 perc:ont or its total 

origi.nal en pi tal 15 paid in. The romining 75 percent I!!USt 

bo p:d.d within J months but tho period ~ be extended by 

tho voto of the Bonrd of Directors. Oovornmont dolivory of 

securities for paid-in surplus ~ constitute tho Oovorn­

nont subscription of 25 percont. 

8. Uo~ns of paying .for original subscription,-

Clnssus A nnd B shnros:- In peso curre ncy, or at the discretion 

of tho Bo..vd of Directors in ccrti!icd peso ban.~ chocks . 

In caSG tho Cuban Govemnont ! w ls itsal! unable to 

obt<U.n cash !ron other sour cos , tho Central B3llk 1..."1f W.gbt 

authorize nn EX}>Ort-Import !IMk lo.'lll for this purpose . 

Ho\'lover, in vie<t of tho current pros purity of the sugar 

industry and t he strength of tho Cuban balance of intor­

nnt ionnl ~nts, it suoos eoonomicnll¥ dusirnble t hst 

thu Cuban Ooverncont should obtllin tho cash for its sub­

scription to ClaSS B ohnros mthout incurring foreign in­

dobtodness which my have to be p:>id back during a t!UCh loss 

!nvornblo period in tho !\lturo . 
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Puid-in surplus,- To bo paid tor possibly in Tronsury ccrtiti­

cntos o! indebtodnoss ~nblo 90 ~s n!tor snlo by tbo 

Contrnl Bnnk, or upon Uquidtltion of t M Bllllk. Thoy would 

poy no interest nnd would not Mturo so long as t hey wore 

bold by the Contrnl Bank. They would be trnnsfcrnblo and 

mcht bo sold (prc SWJ.>bly at n discount) by tbo Central 

Bo.nk ns cirCUI:IStancos roquircd. 

Alternatively, tho socuritios cd.ght bo oada ordinruy 

notes or bonds, bearing a Cll'.rlcot rnte of interest. 

In cnso the paid-in surplus of tho Bank becoocs iD­

pairod, negotiations botneon t ho Contrnl Bank and tho 

Govor ncent toay dotonnino dosirnblo action, if any, regard­

ing tho icpainJont and tho possibility of tho Govcrnmont•s 

advancing additional surplus . 
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II, ~~anapoent 

Primary responsibility for manag ... ent ot the Baiuc will be vested with 

a Board of Directors. In addition, however, the Uiasion recommends crea­

tion of an Advisory Council which will at all times have t he prerogative 

of &iving advice to the directors regard.ing matters of policy and which 

under certain circu=stances will have core direct powers of control. 

The Board of Directors will consist of seven med>ers as follows: 

Qovemor of the Bank, to be appointed by the President. 

Minister of -Finance, ex officio. 

Tw~ directors to act as representatives of the share­

holding banks. These are to bo selected by the 

President from two panels of at least three names 

in each to be naninated by the shareholding banks , 

()1 one of the panels all nominees must be Cuban 

citizens. On the other, nominees My or may not 

be Cuban citizens. 

'Ihree directors to be selected by the President to 

represent sugar, ot her agriculture, and business 

interests, Provision might be made for the estab­

lishment of three panels of names proposed by 

recognized trade associations• from which these 

three directors may be chosen by tho President, but 

he is not required to limit his choice to the names 

appearing on the panels. 
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The t wo banlcins and the three public directors might be given 

atoczered tel'lls of two and three years res;>ect1Vel)·· Directors shall 

be .!iciblc for reoppointaent . 

401 

nte Governor of the Bani: shall have a five-:yQAr term and shall be 

ali;ible for 'r cap;x>intoent. The Vice-Governor and Ooneral l!aAAcer shall 

t'e appointed by the 8oord of Directors of tha Battl:, 

The director s shall be paic only a very modoot coapensation, possi­

bly at tne rate of 10 pesos per neetinc up to a t1axil!l11> of 500 pesos per 

yur plus direct eXpenses . The salary of the Oovomor of the Bank 

thould be sti;>ulated by law. The Governor and the Pinance llinister w1ll 

roccive no compensation for actin~ as ~embers of t he Board except for 

an:• direct expenses incurro<l . 

The duties of tho Board of Directors shall bo stntod i n the broad­

oat possible tcms einco th<-;r are ultimately responsible for =nac...,cnt 

of tho Bank. The BoArd must ass~ne rcsponsibU1 t:y for all ..ajor policy 

doc!. a ions but, of courso, should not be called upon to oako routine 

ldoinistrative decisions. 

The Advisor,- Council is to consist of five t~enbcrs, as follo"'" 

Tho !lini ster s of Finance, .~ricultura , Cor.lr.lcrce , and Labor and a repro­

sonta~iv6 of tho Faculty of Law of the University of Uabann. nte method 

of selection o= th~ r cpras(!fltative fra1 the Faculty of Lnw and his t on:> 

of office are not sl"'cifiod since CUbans !amliAr w1.th the !'aculty of 

La'T "'"Y bo b6ttor abl<l to formulate propos3ls on this 1012ttcr. He OUGht 

to havo a re(ll!lar term of office of, perh4ps, ttl reo yoo.rs, The mcmbora 

of the Advisory Council nro to serve without canpo;nsation in any fonn, 
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'!'he duties of the 4clvisory Council !hall be prilnarily to act as an 

advisory body on major mattors of bank policy. Tho COuncU shall have 

~~o prerogative of makin& its viens on bank1na policy known to the Board 

of Directors 'l'lhenever the CouncU so desires. At any ti.=e the COuncil 

shall have the right to require that the SOard or Dl.reetors make an 

explanation of the current policy of the Board. In addition to this , the 

aoord of Dl.reetors shall make nn a.nnunl. report to the Advisory CouncU 

which sh:>ll also be mode public, explaining all the major policies upheld 

by the lbnk durinc ~o previous year ~ giving ~e reasons therefor. 

In addition, the Advisory COuncU shall have cert ain other powers 

and ~uties as indicated below, and particularly 1n regard to deficiencies 

in the Central Bank 's required reserves, the finnncing of the Stabiliza­

tion Fund, direct loans to the public, and (JIIorgoncy measures to l imit 

credit expansion, 
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III. I.Mns Md lnvostoonta 

1 . Accocv.tod:>tion to nember banks :- Tho Contrnl Brut!< can malte advances 

with n maturity of not r.oro than six months to bnnl:s 

o11ning Dtock in the Central &'nit on tho security of nny 

~ssoto sntis.f:>ctory to the Ccntrnl BD.nk, :tnd c:>n discount 

obll.j;o.t.ions of sot:.nd v:>lue benrin& tho endorsement of a 

stockholdint; bank =turinc in not more th:>n s ix conths or, 

in tho case o:: :tgricultur~ oblientions, not "'ore th:ln 

nine oonths . 

2. Loo.ns to ap<;ci~ lendin~ institutions :- The ,\l:loric:tn !Jission is 

stron:;ly of the opinion thnt tho CUb~n econOMy is in noed 

of official or semi-offici>l •'ll~ne1M to oxtond credit 

for agriculturnl, industrial, public 11orl<s, and oortgn;;c 

purposes, nnd the J<ission ur:;os th~ o:~.rly ostnbl islu>ent 

of such agencies. 

'nlo Central B:>nl: should bt. ee!JO""'rcd to a cquire obli-

gat ions of c.:tch of ~~.esc :>toncios to bo created to serve 

sp<.c1al l endl..'1;; needs, subject to soao effee~ivo protco­

tivo liJ:rl.t:>tion. It micht bo provided th't the obli~­

tions must be sho~t-tcro or bollr tho cunr'"toc of the 

oovornmcnt MCI th.'t not 1norc thnn 15 porcunt of tho 

Con~r.u Bank ' s ns•cts r.I"J' consist of th~ obli~tion s of 

o.ny one of t h!!SB o.gencic.s unless ':\ l vcor acount is 

nuthorized by the llffin:>.:ltivo veto of six nc::lbcrs of the 

Bo:>rd of Directors . Oblig:>t1ons or ~ londins agency 

' 
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discounted with the Contr"1 B:mk rtith tho endorsement 

of " c:ommerci "11. bonk, in nccorc!Mco rrl.th p:u-o.gr3 ph (1) 

abovu, ar e to be r egarded ns cooing outside of the 15-

porcont limitation just mentienod . 
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J, Lo•n• to thu Fcder11l Government:- The D:ulk can len<! to tho Govorn­

m..:nt up to five percent of tho Oovormcnt ' s budectcd 

oxpa>di turos during tho thon- curr-.nt !is col yc"r on tho 

l.!'fino.ltive vote of !iv~ nCDbGrs of t ho Bo:trd of Directors. 

ACtor t!1o tot:ll of such lo.'"s outstonding on the books 

Of tho Ccntr:U 8.'"1' tl.'5 N:tCh~od :t totU oqu:ll to 10 pur­

cent of tho mnu"ll -.voro.gc budgeted oxpun<lituros during 

tho current o.nd next prccodinc fiocal yoors , no further 

lo:t."ls c:tn be m.•do to the QovurMlcnt oxcopt on the six­

auvunths vote of the Boord of Ol.roctors. 

4. Op .. n-m•rkct purch:~sos of Qovcrnr.ICnt sucuriti~s : - Tho B:mk con 

purch:lsa direct obl1g:.tions of th. Ropubl1c of CUbo. 

'o1hich tuvc bc<.n outst.nding tor :tt 1u•st one Y""'" (or 

possibly at luo.st t"" yc.vs) Tlh .. n~v .. r such purcho.scs 

o.re r equired to C<U"ry out opcn-ovk-.t credit policy. 

Purch'"'"" are to be oado in thu open Gxrkot at prevail­

ina prices . I t <J.'Y olso be dosiro.blo to authorize 

opon-m~rkct purchlscs of opon-m.vlc~t issues of offici~ 

credit institutions 1f eu•r>nt-•d by tho Qovomr.>ont. 
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s. oth<.l" opcn-atrket investments:- If the 1V3ilnblc supply of direct 

oblicntions of the ~public of Cub.1 is too om<tll to por­

mit affective opon~rkot policy, tho purch>sc of othur 

•~~soncd, first-llrado bondo ,.taioh hnvo beon outstnndinc 

for tv;o ycnrs or coro Trill bo pormit~cd . 
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6. Enorc~ncy loans to the public:- In c.1••• of emergency or nnt ioml 

necessity, the !IOIU'd of Directors sb.1ll be authorized to 

0.1k~ direct lo.>ns to thll public but only with the ;tpprov<ll. 

of tho Advisory CouncU. 

7. S.1lo of 3SScts :- 'i'ilo CCntr1l B:ml: sh1ll be ~'!lpor.ercd nt its discr.,._ 

tion to sell nny nssots dlich it is :\Uthoriz<d to acquire . 

8. Sp~culntiw lonns :- The Bo.nk r.~it;ht bo cnjoin~d from purchnsing or 

lending upon ;tssets iasuod to finnnc~ spccul3tion in 

stocl;s, rc.ll estate, or cor:unoditics , provided th,.t.t tho 

l:~w can b~ r.ordcd so as not to intcrfc•·c; -;"ith dosir.1blo 

opcr;ttions. 

• 
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IV • Foreign EKchaNle 1'\lnd 

1 . r:anagemont:- A commi t tee of three , conshtin{l of the l:inister of 

Finance, t he President of the Central Bank, both ex officio, 

and one netiber selected t.; tho ~nistor of Finnnce , 

2 . Conduct of operations:- By the Centt'ifl. llanl<, under tl:e din.ction of 

the Foreign Exchange Comittee, as fiscal agent for the 

Oow mzoen t . 

). Poners:- The !"und can bu:y, hold, pledge, and sell gold, silver, 

foreign exchange, and possibly also peso currency and 

deposits; borrow; and invest its assets in high-grade 

securl ties . 

~ . Source of the Fund' s foreign exchange: - Purohasm in the open market 

and delivorles b:y exporters of part of the forei~n exchange 

proceeds of their sales abroad, a s proviC:ed b:y present law, 

The Finance l!inis ter shall continue to have full discretion 

to execlj>t classes of exporters, refuse acceptance of foreign 

exchulge under conditions where this ca:y be desi rt.ble, and 

codi!';r the requireoents placed upon exporters . 

The i'lmd cllll buy end the Centrnl Bank is required to 

sell any gold or foreign exchange assets held b7 the Central 

Bank at t he discretion of the Fund. 

5. Source of tho fund • s pesos:- The Fund shall have the rlght to borrow 

pesos from the Centrnl Dank without interest uP to the limi t 

of the cost of foreign ex.change or (tOld held by the Fund • 

The Fund may be g1 ven the J'urther rlf'ht to bor row from the 
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public up to the cost or 1 te gol d or foreign exchange and 

to ple<:lge said gol d or foreign e xchango to secure such 

loana . 

l'lhenever i n the opinion of tho Advisory Council t he 

Stabilization !'und is obtainins o.n undue vol tu:10 of cre<:li t 

from tM Centra l !lank and thereby causing an unl'iarr-..nted 

expansion in the reserves of the COCI:Iercial barks, the 

Advisory Council can require the Fund to obtain further peso 

cre<:li ts f rom the open N.rket in:1 te&d or the Central !lank. 

Urder these ci rcumstances the FUnd will be obU~ec: to conduct 

its credit opera tions in the maMer specified by the Advisory 

Counci l until in t he opinion of the Advisory Council, t he 

Fund can once aga in be allowed to obtain FUnd credits f r om 

the Central Bank if it desires . 

6 . Treatment of profits and losses:- 1-rotits and losses of t he Fund shall 

be for the account of the Treasury. Prefi ta may be turned 

over to the Treasury at the discretion of the ;:und coo:::Uttee. 

The reimbursenent o!' losses shall be ~t the discretion of 

the Cuban Governoent . 

? . Publicit:• on Fund profits:- Audited reports shord.ng the disposition 

of FUnd profits and any dispositions of foreign exchange or 

gold made a t prices other tll(ln the prevailing market price 

t.re to be ;rublished rel(ularly at reo.sonable intervals after 

\ he t ransactions take place . 
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s. Foreign e xchange for the Govei'IU:lent•- The Pllnd sha.ll continue to 

supply foreign exchange to meet Government requirements 

nt par. 

9 , Forei~n exchange licensing:- On t he reeor.tmendation of the FUnd 

coaoittee, the President of the R•public ccn s ubject al l 

foreign exchange t ransactions and intemlltional novements 

or funds to license by the l!inister of Finance . 
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v. Reserve Reguireoents or the c~nt""l Bank 

There should be reserve requirer.~ents only agninst the ll:mk•s note 

111\bilities . Thnt is to sc.y, there will be no reserve requirements 

ngl\inst t he Bnnk 1a deposi t llibilities. 

The !lllnk Trill tnke over the lin bill ty for outstllndinj! silver cer­

tificates and acquire "" = asset tha silver coin held ~gainst tha1:1 . 

r.om o1lver certificates = Y ~radunlly be replaced ..nth b.-.nY. notes and, 

as this hsppens , the coin held cgainst thea 'Ifill be freed for other 

purposes . The Bnnk, bot<ever, will lit no t1.1118 tv.ve to hold reserves 

against the notes thus issued to replace silver certificotes. 

Ths full amount of peso currency certifi cntes outstanding when t he 

Bank ster ts business will constitute n fixed fiduciary issue to which 

Cuba mAy be regnrded r.s c.lready adjusted . Net exoonsion of t he currency 

!>-· the Bonk thereafter .:ill be subject to e resorva requirement of 25 per­

cent in pold or dolkrs or in obli!ll'tions or the Steb111zation Fund b:!cked 

100 percent b:; rold or c'oll::rs , 

t'henevor tho legal reserves of the :!link roll belo" the 25 percent 

requireuent, tho !lanY. shsll i<ltlediatelY undertake corrective ""'""ures 

•nd ahc.ll !:w'.ke n 1:10nthlo' report on these to the /.dvisory Council. It 

the t.dvieory Council is not satisfied as to the rulequncy of these 

1'\0asures, 1t ehnll have the "u thor1ty to requir e the Br.nk to alter its 

progriUII to the satisfaction of tha Advi.sory Council . This euthor1 ty 

shell continue in effect until the legal r eserves or tho Blink are once 

agdn at or ebove t he minimwo requiremente , 
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VI . Reserve Reguirmcnts or COilll:ler<:ial Banks 

l. f.&llinllt dOr.lQnd deposits:- 25 por<:ent, Of TI~UCh 20 per<:ent Shall be 

in deposits at the Central eank. 

2. Against time de;>osits: -

Poaaibly the same as on demand deposits, or alternatively, 

they cay be reduced at the cliscrotion of the Bnnk to a 

ainil:tum or 5 per<:ent, or which ) per<:ent cust be held on 

deposit in the Central Bank . The llari: is to have power to 

define ancl issue regula tions concorni~ time deposits . 

J . El:lergency credi t control: - In case or threatened over extension of 

bank credit , t he Board or Directors "it.h the approval of 

t he Advisory Council, II'LIY roquire tN>t deposits of comno,_ 

cial banks in e xcess of a given level be secured by l egal 

reserves higher than those regular),;· required, tut not 

over 100 per<:ent . Conversely uncler special emergency 

conditions , t....., ~ w1 t.h tho o;>~>roval of the Advisory 

Council, = 'J nut.hori:o a reduction in the reculr.r reserve 

requi re..ents. 
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VII . lllscel laneoua frovisiona 

Legal tender position of t he dollar:- The dollar shall no l onger 

be l egal tende r . 

411 

Other functions of the Cent ral Bank: - The Bnnk - 111 hold deposits 

only of OOI!Illercial banks, the Govemment1 governmental 

inati tutions, end foreign r,ovemmenta and central bar-.ks . 

Syl:bol for the peso:- Sene symbol should be &dopud other than the 

dolla r sign no" used, in order to facilitate differentia­

tion bet"""'n the peso end the doll:.r . 
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Thh telegru IIUSt 'be 
parapbraaed 'before 'bolng 
co.mun1eatod to &nJODe 
other than a GoTernmontal 
acena,y. (l!R) 

Secretary of St a t e, 

208, llarch 20, 1 p. a. 

Dapartaont '• 68 to Calcutta. 

Dated llarch 20, 19'2 

a.e1 d 11116 •·•· 

41.2 

Total aaount of United Ste.tu Treuury checla cubed 

'by llat1onal City Ba.nk of !low York at Bo11'bey and del1TOrod to 

t h1a Consulate 1o $25,657. 16. 

DONO VAll 

lllll 
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TELEGRAM SENT 

DM 
This telegram must bE 
par aphr ased beforE bEing 
oommunioattd t o anyonE 
othEr than a GovernmEntal 
agEnoy, (BR) 

AMERICAN CONSULATE GENERAL, 

March 20, 1942 

CAPETOWN, (UNI ON OF SOUTH AFRICA) , 

:50 

FROM T!£ASURY 

Your :51, March 1?, :5 p. m. 

QUOTE 1 , PlEasE havE consular officEr prEaEn' 

413 

nt tim£ South African REsE rVE Brnk wraps currency to 

obse rvE t hat halvEs, with a copy ot l i st EnclosEd, ar E 

sEparatEly packagEd and that thE pnokagcs a rE sEalEd, 

Upon receiving the bank' s stntemcnt that thE currEncy 

has bEEn out l n halt, that thE namE or thE bank appears 

on Enoh bel! or thE currEncy, r~d thE amount or cur­

rency 1n Each packagE , thE consular officEr can thEn 

i ssuE to t hE brunk a rEcEipt tor the currency, ThE 

rEcEi pt givEn by thE consular offi cEr should stipula t e 

that th£ ourrr.ncy 1 s subJEct to oount, vErification 

and txnm1nation. 
2, The Consulat e GEner al is authorizEd to stor E 

thE sr.rU.td pnckag£s in thE vault of th£ South African 

REecr~E Bnnk pEndi ng delivery to tht Post officE Just 

prior 
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- 2- #JO March eo, 1 ~.m . t o CPpttown 

prior to tht sn111ng ot tht onrry,ng vtsstl. 

~. It 1e not ntcteenry thnt tht ourrEnoy bE 

ah1pptd by d1plomat1c pouohe 
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' • All othEr 1netruct1ona oontn1nEd 1n t tltgram 

No , 11, Ftbruary 9 1 9 p , m. 1 ehould bt followEd . EID 

Ql.IOTE, 

FD:FL:ME 

' lriELL£8 
(ACTING) 

(FL) 
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In roplJ rotor to 
'IT 703. W>O/'SJ 

llarch 20, 1942 

The Secretary of State preoente hia ccapUaonte t o 

tho Honorable tho Socrot&rY of tho TreUI1JY and trans111to 

herr.rlth ,psra:phraaeo no . '$J7 of iobruary 3, 1942 to llern 

and no. 931 of llarch 7 , 1942 fr011 llorn, concornln« 

SwliW:>orlcan negotlatlona 1n tbo protection of .berlcan 

intoreata bf the Go•erncent of SWitcorland. 

lncloourool 

1. to Bern, no. '3Y1, 
J'ebruary 'J, 1942. 

2. J'rooo llorn, no. 931 , 
llarch 7 . 1942. 

4.1.5 
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PAlW'IIlilsl 01 DLmiWC Sift 

.&Mlm.\ !riO II, llern 

lebrwarr 3. 1942, 10 p .m. 

307 

4.16 
.• 

!he amount of 1,502,1~.92 Swi11 franca roee1Ted b7 the Sw111 

llational llanll: tbroucb U>a :Banco de Portupl at Lhbon froa the 

ledel'll Re1ern llanll: repreoent at the rate ot 23..30 tbe countu-ftlua 

of tbl $350,000 .. nuoned 1n tbe llepar.._nt' o tllecrua no. 139, 

Januaq 17, 1942 to :S.rn, and are not to be underotood ao ouppliUlltinc 

tbe latter ao aentioned 1n oection four of telesroa no. 210, Januarr 

21, 1942 fro• tbe Legation. 

The Lesation 1a authori•ed, vben neceooary, to uee theae franco 

to cub drafto draw againot opecial depooito vith tbe Department with 

SU. 1942 or other '•thorbntion ..,.ber11 or other fund.o vbicb W 1942 

do not l.ncludo . 7or tho dr&vin& of ouch dr~te to tho order ot tbe 

llllited State1 !reaourer tbl accountl.nc ahould be ao u...-1 and 1n addition 

tbl drafto thould be aloo accounted tor lAd 11nt to tbe Depart&ent ao 

depooito to uthoriuUon no. 105-1942 acooQP&nied b7 a full7 u:planatory 

deopatob. Ot euch dro.fto, tho tire to and 1econdo ohould be draw and 

to~ Tia 1 eparate taoilitioo oo that rolaburoemont to the authori&ation 

numbero cited and future availability tor later telegraphic tranotero will 

be auurod. 

Regraded Unclassified



!he u• ot tbeoe ti'&ZICo, wbich vero to bo oepo.ret&1T ~0'1111te4 

!or lmder ... th.orhat1on no. 105-1942 and ortcUallT l.ntonded tor uae 

olllT 1ll tbe repreoent&Uon bT tbe svtoo ot .ber1cu .11ltereoto, vUl 

bT ouch .,.thi>ritT be ... tbe ettoct ot ltberal111nc tbe1r u o UDder a 

to .. ot rnolYinc tlllld tor the encaob.,.nt ot dr&tto lr..w for other 
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Secretary of State, WaahiD6ton 

March 7, 1942, 3 p.m. 

931 

Retoronco 11 llada to telegram no, 307 ot robl'Ual7 J, lO P·"· 

to t~ Leption, and other corroopolldonco conoo.rning t~ provision 

ot tlmd.a t or t~ representation by t~ Sviao ot .A:Ior1can intoroata. 

On :robruary 4 ona :olllion tranoo ot t~ total of 1,502,14?.95 

Svioo franco rocoiTod vas adTa~~Ced to tho Svin J'oro1gn Office to 

proyid.a for exponaaa of .Aclericnn intorooto. franco in the aao1111t 

of 51,1.42.66 of t~ balance ha.,. been eo far obligated to coT8r pq­

a.nta u di rected by t~ Departr.1ent. 

Jecaueo allotments to field ott1eoro to date exceed the first 

a4Tanoo by alread,y 200,000 franca " ooeond adTance of one aiU1on 

franco ~o bean requested in the Pore1GJl Ott1co'o noto of Peb1'Ua17 27. 

!he Leption yoate.rclay, !larch 6, inquired 1ntoma1.l;r ot tho 

lla tional llaJ>k .mather our treasury drdt in tho ao01111t of $200,000 

would be puroh&sed by 1t at oneo -inot Swill franco for t~ ueo ot 

tho roroiGJl Off1eo al1d waa told that the quaot1on would bo given 

cona1dor&t1on and that tho decision of tbe bonk vould be given on 

1/odnoaday, March ll, to t he Legation. 

Copytillc 
3/21/42 
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TREASURY DEPARTMENT 
41.9 

• 

PROM Mr, Dietrich 
CONFIDENTIA~ 

Rtlittered sterli ng trantactiont ot the reporting baako wore ao tollow11 

Sold to commercial concerno 
Purchaoed from c«amercial ooncorno 

Open aarkot oterling remained at 4. 0}-3/4, vith no reported tranoactiono • 

./ In ll.cbt traUQC, the Canadian dollar reacted to 12-3/41> diocoWlt b7 the 
clooo, .. COJIP&red with 1~7/lft!. )' .. terdq. 

! ho Arcentine !reo peao edYancod 6 pointe to e final ~otation ot . 2}75· 

In How York, oloaing ~otationo for t he !oroicn currencieo lioted below 
were aa !ollovo1 

Braailian milreh (!reo) 
colombian peeo 
Mexican peoo 
UrucuaT&n pooo (tree) 
Veno~Olan boliY&r 
Cuban pooo 

.051& 
·5775 
.2o64 
·5295 
.2815 
3/ll:lf. pr•i\111 

!he Jederal Rooer.e Bank ot How York reported that t ho Central B&Dk ot tho 
ColC12bian llepubllo ehipped $293,000 in «<ld !roa Coloabia to tho Jedoral tor H e 
account , tor eale to the lev York .Ueq Office. 

In London, epot and forward eUnr re:oained at 23-l/2d, equiYelent to 
42. &]1. 

The !reaaurT'• purchaee price tor !oreicn oilYer wao unchanged at 35¢. 
Rand)' and Haraan•• eet tlement price tor foreicn tilyer wa1 aloo unchanged at 
35-1/8¢. 

Ve made no purchaeee of eilYer todq. 
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CCI'Y NO. (j 

BRITll!H MOOT SECRET . 

(U.S. S!CRET). 

Information r eceived up t o 0?00/20) . 

420 

COo or H . II . Trawlers i .s overdue at Iceland and 111118t be considered lost . 

2 . !IILITARX. 

BUJ!!!t, SITTA!IC FRO!II' - 16th - Ene~ eatillated at COe Battali011 

and two Batteries began a ttack northwar<la up the IIICUn road frOID NUUNCIEBIN. 

They wre engaged by our artillery and infnntry and withdrew after suffering 

casualt ies . During the night l7th/L1th our forward troops withdrew to now 

positions. 

1RRAIIADDY FRONT - Enelll)' patrols havo boen r eported as far North 

as Sitkwin but the main enelll)' strength is atill South of Taiklcy1 al>out 45 

miles north or Rangoon . 

RUSSIA. 

The Russians havo =de soaoe prou••• North-east of Kharkov and 

Nyaunglebin. They are also attacking F.ast or Orel. 

3. AIR OPF.RATIOIIS • 

WIA - 18th. Boston ags.in bombed aircraft on llartuba landing 

ground. 

l!!lll!!A - An individual r eport s t ates that on the 18th in a combined 

R.A.F .-A.V .c. raid on A!oulmein aerodrome and Satellite at least 15 onelll)' 

aircraft ttere d estroyed on the ground . The J apanese boabed Toungoo heavll:v 

on 18th and 19th. 
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DAn llaroh 20, 1942 

Subject: Summary or Military Re9orta 

Brit i sh Survey or Eurooean llil itar~_Sltu~tion 

A· Rue81" 

Tne Russians are mPintainin~ severe 9reaeure in many 
sectors, l n spite or difficult ~esther conditions. The 
Britieh believe this is highly &8tiatactory, since it ie 
occurring at a time when the Germ•na urvently need to 
withdrew forces in oreoaration ro~ the aorin~ . 

.!l.· B"lk"ne 

There 10re no eigne or An imminAnt military move 
~~~~inst Turkey. German strength is unch9nged. 

Q.. Germl\n:t; 

According to intelli~~nce reoorts, the great destruct i on 
caused by the R.A.F. raid on the Renault Works in Paris 
has oauaed severe ·criti cism or the German High Command by 
Nati Party authorities. The military forces are attAcked 
tor leaving the factory completely unprot~cted. 

(U.K. 09erations Reoort, llarch 5-12, 1942) 

Battle or the Atlantic 

About 40 U-boata are operatin~, mainly in the Western 
At l antlo ond the Caribbean. Winor concentrations are orr 
Freetown in Africa and north or Envlnnd. 

(U.K. Oper ations Rc~ort, IID~Oh 5-12 , 1942) 

R.A.f'. 

The British used Lancaster bombers for t he rirat time 
in the second week or March. (The Lanoaeters are highly 
secret, tour-motor bombe~s. about ~hich very little inro~­
tion ia available.) 

(U.~. Operatio~s R~~ort, w~~ch 5-12, 1942) 

Regraded Unclassified



422 

- 2 -

'VOICE OF THE CHIEF' 

Denounoin~ the l? percent re4uct1on in oresent fnt 
ratione effective A?r11 6, the Chief warns the "helpless 
idiots of the uenoan Nutrition Board" that this measure 
will result in a spotted typhus epide~io ravagins the 
Reich. 

As to the German Nutrition so~rd'a argument that 
the re is •en alleged decre~se or ho~s fro~ 25 to 15 
~ill ion heed,• •Last summer, the idiots ~d not the guts 
to out fat ratione, although such sten would 'hen heve 
~armed nobody. They APid lest ye~r thnt such A cut ~ould 
l'nd11nver the oeoole 'a morAle. Well, tod~y something m•Jch 
more serious ie at stake th4n morale: our nPtion'g health. 

•Every medical expert ~arne that once scotted tynhus 
is here, it cannot be combatted. Thus, the thinv to do 
is to prevent typhus. But thi s is possible only by two 
things - cleanliness end sut'fioient food. And whet do 
those unbelievable stuoid Party Bureaucrats do? First, 
they decrease the fat contents Of SOAp by 15 percent. 
And now, they furt her decree shortened soap and fat 
rt~tions .... • 

(Foreign Broadcast Monitoring Service, Federal 
Communications Commission, Yprch 18, 1942) 
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