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MR. BUFFINGTON: : You have got to lay· a little nior·e 
ground work here, I thi~. 

MR'. ~RYCE : Well ~ .you have got the. background. I 
wa~ talking· about trY-ip.g· to sell some }?onds. 

MR. HAAS : Couldn't you put . in most of the terms? 
You could probably say you · a~e going to have a half .. 
percent, and it would ~ less than· a year:. In oth.er r 
words, you wo:uld ju~t leave open the maturity partof 
it which would give the person a prettY- good idea what 
that security is;_ If y-ou just say, "A' certificate; no 
coupon, no· maturity, and so on," it might 'be - you 'could 
sa-,, "A half percent and less .than a year. 11 

• . 

MR •. BRYCE : But the importan~ thing is the order. 
r mean, you wire Johnsons and Company you are going to 
have something, and he come·s ba9k and· says he wants· a 
half million, and he can't say that until he knows what 

· you are talking about. That to a bO'n.d man is the · 
important .news. 

MR. HAAS: Oh, r · see ·. 

~. BRYCE: Do you see my point? And I should think 
th~t any .corporation that had any ' sense . and had a .letter 
fr.om the Secretary· of the Treasury saying, ·uDo you want 
to hear this thing, 11 would automatically write .back and 
say, "Yes, I want to hear about it, 11 whether he buys it. 
or not. That is something else. If he buys it, ·that i s· 
what yoQ·are · interested in . You want him to buy tt right . 
along •. Th~t i.s my - coming' in fresh here, that is ·.my 
slant. · · 

MR. BUFFINGTON: Well; Jerry, the reason you say 
·that--

H.M.JR: You wouldn't know whether ~e bought. it. 

MR. BUFFINGTON: But we have talked other types· of 
securities t.han · qertificates of indebtedness . 

MR •. BRYCE: You would ha·ve it coming. ba·ck here; and 
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you would have contr'ol of the· thing. Doe·s that .make 
any sense? 

MR. BUFFINGTON: I like the idea of· it coming back 
he·re. ' / 

MR. BRYCE: You could run the whole show right .here." 

H.M. JR: Well, yo~are not thinking .. of their sendin~ 
checks in here. · , t the 

·MR. 'BELL: 'No, just the indications as to whether 
they· are interested and all the mailing 11sts would be 
here, the ·way George plans. We mail out the material 
from Washington . , · 

H.M. JR: Well , I have . gotte~ over in these fifty 
minutes what I had in my 'mind • . Have· y.ou got 'time to· 
continue the thing a l ittle bit right · now, Dan? 

MR . BEll: Yes. 

H.M.·JR: Well , · will, tomorrow morning be all right? 
I would like to- when do you .think you will be ready 
to have ~nother talk? 

MR. B:f;LL: ·Tomorrow. 

H. M. J~: . How · early? · 

MR.·. BELL: Oh, I think - it won't ·take very long to 
revamp thes~ . ~etters . 

H.M. JR: ·want to start at n~ne-fifteen? 

.MR. BELL: . I think we wi~l be ready. 

H.M.JR: Well, let's start again at nine~fiftee~ . . 

Now, when do we wan~ to see .Eccles and~proul? 

MR. BELL: Well, I think we ought to see them not 
later than Wednesday . 

\ 
\ 

• 

I . 
.. 

,, 

L 
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H.M.JR: . I think\ that is too far of£. 

MR. BELL: Do you want _to see the~ tomorrow afternoon? 

H.M. JR: I was g9i)lg to say eleven .o·' cl~ck tomo.rrow. 

MR. BUFFINGTON: Could we set this to ten because 
- there are one . or two things I wou1d iike to talk over· 

with Mr. Bryce about the...._ inves"tment bankers' activity in 
this thing 1wh~ch · is another in:tportant point, if y~u are ( 
going to use them on the six.th of April. · · 

H.M.JR: .We could make it ten o'clock. 

It -would give us a li tt.le more . '"' 

\ 

H.M.JR.i An hour to cl.ear ourselves and ask Eccles 
and Sproul to come over. here at ·eleven. · 

MR. BELL: Yes . 

H.M~JR: Or w.ould you rather h~ve it ill th·e af~ernoon? 

~ . BELL: No, I think that is all right. I think 
Sproul will come down t<;might. . · 

H~M.JR: -But if we tell ' them what the thing is at 
eleven in the morning, they can go back and chew the· rag 
and come back ·and see us in the afternoon. I think it · 
ought to · be ·settled tomorrow. You could be. telling -
tal king _it over with your own boys on the assumption 
that a. lot of . this stU:f.f would come · in, how would you 

·handle it . · · · · ' · .. 

MR. BELL: You ' mean the list? 

.. 

H.M. JR; Yes. You see, · I don't know- let me give 
.you one other thought . I don ' t know whether businesses · 
are interested in a six-months or five•year or twenty
year. ·1 don't ·know when they begin-to subscribe. I ~hink 
t~e only way to tell,. is if w.e are going ~o get out this 
klnd of. thing· that. every one of these th1ngs· we should . 

/ 

.. 
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make a r.eal effort to~ go to them direct, a~d I think -that 
just the .way I signed ·millions of letters to .~o q~t over 

rrzy- sirnature every. mont~ 'f?r. the people. in Defense Bond.s · - -
I don 9 t 'know how many m1ll1ons of lett·ers I mailed -a · , 
mon~h, but .~ there ~as ~l) ·this tremendous. ·circulation to 
·people hop1ng that they would subscr.ibe to one hundred 
dpllars. Why shouldn 't the Secretary. or· the Treasury 
send a letter . to the ·fellow·s , that· might invest a million? 
We are literally sending_, I suppose, ·severa+ ~llion 
letters a mo~~h over my signa~ure begging p~ople . to buy ( 
twenty- five dollars ·a month. Now, why should the Secre
tary o.f the· Treasury send - why ·shouldn"t I s~nd a .letter · 
to th~se? That is what I a~ trying to· do; and, .as I said, 
I want to get other groups in selling . I don't want. it 
to be in the hands of one- kind· ·of people. . I would lik~ 
a little competition. · ~ 

\ 

MR. · BRYCE: We will vrork that out ~or y·ou. 

H.M. JR: l!_ave you got it in you.r~ mind now? 

MR. BRYCE: I have _been t alking a lot her~~-probably 
t oo much. . 

H.M.JR: I mean, if you go in with Mr. Bell and· the 
others: 

B." M. Edward . il?n't in town, is he? 

MR . BEL~: · He will be here Wedne·sday morning . . · 

MR. BRYCE :· I wrote him a let ter the other: day. He 
wasn't i.n 'towri then. 

MR . BELL: He will. be . here Wednesday morning. at that 
meeting. 

H.M.JR: Vfhat I would like to haYe is somebody to come 
.in and say, ·"If we ~re going to do it , this }.s the kind · 
of lett er we .would like to see you sen~ ou!, and t~en 
the thing will step right through .and we w1ll have a _plan •. 

I · . 

MR. BRYCE: All right. 

., . . .. 

. ' 

• I 

·\ 
\ 
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. . 
H.ll.JR: .Now, if .:_it · is rushing to much", · let's tell 

Eccles and· the others to come in at three, ·nan. ~you · 
think i~ is rushing you a ~little bit t~o .muCh? Maybe it_· 

. is. 

MR . BELL: Well, 1~t' s try it anyho~. 

MR . BUFFINGTON: O.K., w~ will try it at ten. 

"""' : MRS. KLOTZ: · You can't ma~e it at thre~. 

H.M. JR: Let~s try· it, because if we are going to do 
it, there is an awful lot of work to be done . · 

MRS. KLOTZ: Are you -going to tell him? 

MR. BELL: Yes. 
other stuff? 

Do you want ~o hear any of this 

'· 
MRS. KLOTZ: You have press. 

H.M. JR: I have pre·ss in three minutes . 

MR. BUFFINGTON; Did you have an opportunity to _read 
the other memorandum of ·the di scussions I had with these 

• pe~ple? 

H.M: JR: · No, . I did _not . . 

MR . "BUFFINGTON: I am having this one proofre-a~. 
Would you mind re13-ding i .t just to get a little idea: where 
tho.se funds are? 

H.M. JR: No , ·send it · up to the .house. 

What ape the . other things, Dan? 

MR. BELL: Well, there are a good many other things. 
One is the wire we .sent ·to the Federals asking them to 
comment. on this certificate of indebtedness . 

H.M.JR.:· Well , I will read that·_- stuff between nine 
and ten .tomorrow mQrntng. , 

{ 

\ 

'. 

( 

' . 
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MR. BELL: O.K • . \ Then I h~ve got this fifty ~housand 
Seri~s G Bonds, statistics on them. 

H.ll. JE_: Will you· come ·in at. nin·e:...{ifteen tomorrow 
morning, and we won't ,e~pect these other· gentlemen until 
ten. · · 

MR. -BELL: All right. 
.......... . 

H.M. Jr; .And you and I wil;L work fortyrfive .minutes ( 
on the other thing. ' ~ 

MR. BELL:. This is just information that y'{)u wanted 
to have, that is all. 

H.M • .JR: How is nine- fiftee·n\ 

MR. BELL·: Fine. ' . 

H.M.JR: Qeorge, are we movine too fast for you? 

MR. HAAS: No, I think it is all right. 

H.M. ~R : What do you think? 

MR. HAAS: It is ali right . . 

H.M.JR:· Think about the money market end of it. 

MR. HAAS: · WelJ,. , it gets difficult. It is on~. of 
those problems , but I think there are solutions for it . 
I agree ytlth pan we have got so many problems, let ' ~ n?.t
ma:.ke anoth.er . one, but it is one of those problems I th1nk 
you can solve! · 

. . 
J H.M.JR: Sure you ~an s.olve it. Dan has solved 

lots worse ones ' than _ this . 

MR . HAAS: He ·will' ~~lve that one, too, as far as that 
goes . 

H.M.JR: The wor.se thing that can. happen to us is 
that we .get · cash instead of ten percent down • 

.. . 

I . 
. . 
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MR. BELL: No, i~ will be cash. T'en per cent i.sn' t 
· the pr·oblem. · 

. . 
H.M. JR: But I say we will be gett~ng cash. 

MR. BELL: It is ' the . full cash ·for a ·billion- doll ar 
issue on the day you offer· it. 

I 

H. M.JR: Now, one . ~her--

MR. BELL: That you don 't want. 
I 

( 

H.M. JR : .Don ' t forget we want to decide on the· .allot- . . 
ments too , and I think we ought to put that in the letter. 
I think that is most impo.rtant', up to fifty thousa·nd· or a 
hundre~ thousand sub.scriptions will be allotte.d in full. 

. ~ 

·. MR. BELL: Well , that_ ~s the thing that I wanted to 
. discuss with you. · · 

.. 

. ' 

MR. BRYCEf Will be allotted in ~ull? 

H. M. JR: 'Yes, that ·is the important thing . · 
.' ' I 

llR. BRYCE : I just wondered what if you got a big 
flood of .orders. 

H:M. JR :- We will take them all. 
. . 

MR. ·BUfFINGTON: We ha.ve got plenty to sell. 
. . . 

MR. BELL: We had better make this a three-billion-
doilar is sue then. . · 

. MR . BUFFINGTON: We will take· them all. 

. MR. BRYCE: Yes, I get it. I was a little slow 
there. . 

.· 
H.M.JR: But. the point is, ff a fellow ~ows ~bat 

up to fifty· or a hundred ·thousand .dollars he 1s go1ng 
to get full . ailo1tmeri.~ , I think he wil~ be more interested. 

•. MR. BRYCE : )es, -h~ wi.ll ·get what· he is after . 
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MR. BELL: We have :never said that. · . · 
~ 

) 
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H. M. JR: I knpw we haven't. You shpulan't s~nd me 
·out to the· desert . · 

\ MR. BELL: It is ' t'errible . 

MRS. KLOTZ : He should- ~o with you, I think. 

MR. BELL: We hav~_said "preferred ai19tment," but 
we· have never ·· said ''allotment in full." , · , 

H.M • .J'R. : Well, you· should~ 1 t sen~ me out'. 

MR . HAAS: That is the height of preferred . 

\ 

' · 

.· 

\. 

} . 
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' 
appro.x1Utel:7 tl&,ooo,ooo n;rpl~ ~~ •• ~· PH••• s1... flae7 

eul14er a t1Ye"'""J•&r "\Q 1a•u· •"-' \&~• tor ua.U. u.... u11 nu: :

al•o be . alal ~ eoopeftM w1Ul ...... U.. a •• _.._, 87 PQNba.elaC · b1Ue 

u4 otrUt1oa\ea ot 1114ebte4Aeaa. laa•-..b •• \b.e7 b&ft AO. 

I 

1D4tt1Aite aDd \lle7 w~ \l:lereton lUe \o &Y01d~ lt poaa1bla, 

\ ht oontin'-led reinYea\Mill of llhort-\era aeo~1\1ea. · "' -. 

preaent t1 .. \be7 are D~iD& !ax_S&T1aaa Do\ee a&a1Aa\ \nla 

\ 

'1. Dn1\eA-Carr ha\ener Oorporas+oa. ·M.r. 11~0.11 a\a\e4 

tba\ \her are bol41ng as $1\e preae~\ \1•ae l,ooo.ooo Taz nD&• 
~ 

r 

Rotu . I\ hae oeera neoeaearr so 1noreaee 1nventorJ •~bataa\1&117 

and he said there · vaa llt\le 11kel1hoo4 of ~e1r ba.Y1A8 aDJ a-uplaa 

flAM·• tor 11lYea\MA\ aboYe p .aNhaae ot Tax S&Y1qa No\ea. lie De- . 

l1tYes \hat IUA7 oo..ap&Aiea not enaa&e4 ln detenee wor~ are a oeol"'-

1og 14le t~a \bro\al~ tlle paJIIeD\ ot b1per labor r at•• ~ teelt 

there aho\lld be · ao ettor\ t o inoreaae the pw-ohaae ot Serle a ··£· 
bonds by elllploJ••• o"\ of 1noreaaecl earn1Aga. 

- ....... - - -
With one exoep\10A, Shoae wl\h whoa l \alked 1D Boa\oa aake4 

1t \he Goftl"IUa~D\ plaaae4 so \ake M7 tu.l"a.Jt 1\epa \o ella1Aa\e 

~he neo•ee1tJ of 1>'&\Uq 1a lar&e _av.baorlpUoaa· tor GoYel'llllen\ 

••o~1t1ea \o •••~ dealre4 allo\aea\a. SeTeral people expreaae4 

· \be op1D1on .'hat ~ir ueea\1Ye .-1,\eea .... a.a1$&Jl\ abo"' 

\ 
\ 
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OD t~wre4y, ...._ ze, ~~~ .-. to~_. _..,._.,·ioa 

ott1t1ala •" 111'-"t.e .... a' )be '"•Nl Beae"e -_ of ~ebol\& ' 

l. 

2 • . 

~. 
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6. 
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RtJn1J Y&W peeeer 
Kr. AraU' D • . 8peMer, freaaver 
Mr. Pqaoa a •. roe\uo, llaaia\aai 

!reaaure• aD4 fraDtfer A&en\ 
\. 

S9t'Mt=R1lly ~ 
Mr. V&l\er s . :\\on, Preal4en\ 
Mr. Wllltam· M. Dillon, Vlee Preai4en\ 

.,.. i . J,. IW'fOA GUM'' 
.... 1filliaa .A. Pe\aold, Traaawoer 

hr4 HoSft g.pear 
Mr. L. i . Briga, Cblet General AY41wr 

§ tep4•r4 Msrl4pJ, l.atKptt · Ctaptpr 

Mr. L. l . l ll".k, t reaa1.11'1r 

l. laah-ltlnyMr cqnon'AAA· Mr. Egan •••~14 "'-' the 

OOapaDJ 18 DOW 0~7t1ag a l"elll"'fl tdt\ 0( $101 000 ,000, half Of 

vhlob 11 1n'feat.a 1a lloYOl"D .. D' •*oa.J"i\1ea w1\b a -\&&.1"1\J ot 
) 

( 

OAt f ear . or lea• allll ~ balooe il 1AYea \e4 1a a Yeft&l •'""1\iet 

· ot approz1a\elJ (in reare. 111 11441,100, \Ae7 baY• ~le uah 1a 

\ht b.aa1neaa ot .,pns111a,o1r te,ooo·,OOO.. It 1\ wn poaalble \o 

, •eoeltn\e P.,..D\. oa O.YeNata\ ooa\no'•• Mr ~ ~&u aM\14 \ba\ 

·. 

( ' 
\ 
\ 
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., ...a· ..._u.. ~··· Wlk1lll ..,,~ ,.a·u....

uoaal ,....,.. t•• lafte._.,. Ia ••••' -.u.., . ., ... • .. 
. ) ~ ; . 

u 1,.aae $lieU laftA~ t l81oOo,OOO MIA au. 11 ,._. Ub~Ul111 

\~\ t.utSM• lUNUII llq ........ ...,. -''~pre···' u .. ..

prox1Uh!T ta,ooo,ooo et tbe'~ 1Afta\el7 Npreaease& 87 .. ,.110-· 
· - / 

dor• a4 t1A18he4 oan 1• tN••· la 1140 u.. MIIP••7' • IN••· 

1alU Wft l ti,OOO,OOO. Laa' JeaP ~--~ illeN&II4 &e t lii,OOO,OOO 
•, 

. - . . 
aa4 Uw1 ~11••• Cb.le ., • ., u..., _ .... .,. rn. tare,~,ooo ~ 400,- 1 

ooo,ooo ot '*•llle•• J.a ~,,.,,.. a. .. PM7 aeea U5Ue peaa1-
. . 

b1lU7 ot 1AYea\1AC a441,1oaal t\aa4e 1D Geft.fta~Ma\ •~1,1ee a5 · · 

t h.i l Uu ~"' •• eHYP1 Uea nw U.l4 ·a Ull1zo rea.ern t. ••an, 

\bt7 will UA4o•D\e41J ~ b1lla aD4 oerllt1oa,ee ot 1D4e~5e4aeaa • . 

'· 
2. Bvn••)t• Mf'M "'lit'-•• 9«uM'• !he ooapazar 11_ hol4~aa 

S.~OOO,~ 1a !U Sa'f1D&1 Ko'ea, 16,000,000 ..1D Go'fi ..... D5 IIIU1Uel 

with an tftn&e .. ,111"1\J ot tov 1•ar• , aD4 an ad41Uof:l&l, ,000,000 

1a oaah. It aow appe&J"a -\ba5 CHftraatn\ .oa5raote v1ll r.q_~ln all-

41 Uoaal workiq qp1 \al. Ia ' be aeu •1ae the eo:apaAJ wlll lMa7 

otr,1t1oa\ea ot 1D4eb•e4D••• 1a al41,1oo to their regUlar purebale 

of 'tax Sartqe • ••• •·· 

3. Rt5n1,5 f41a• a'IRM'• laenaee4 labor aD4 aater1al 

oot\t w1ll aate 1' 1apoaa1~le tor \ he eompaA1 to 1DYee$ 1a GoYer&

aeo\ eeeu1 51e a.. !her baYe 1D ~ teapla~1oll' 5h1a J•ar pla' ex-
. -

hDt10Da ot appi'Ox1M,e1J 11,000,000 Wlbloh ¥111 &Deor.O t.be1r ..... 

Ure r~""• to• 4epne1a,1oa ~- ... .1.. approxl-'elJ ,1,000,~ 

1441Uoaa1 eaab. tile ....,...., 11 ean71A& t l,IOO,OOO 1oq-,ll• 

G_oni"DIIIau 1a ~1. •••ul" t¥114. !MJ will ba•• \0 4o •oa• 

· f1~o1aa \ble. ,.~; 

,. r 
' \ 

·, 
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6. lft1Me=l'l1e I ey,. fM 

) 

1.43 

~ ..... oa •• _.,of .,la p-~J• e~ao~. s Ns.net1ou, 

eD4 tht iaab1111J ~· s ..... u...s.... uaa ..... ,. ····"- a s .... 

1 taaUal 4ttl~ 1a •U.s. ~~ an· bol4t-c ~ ll1lle alii 

a11o bal'IAI o\b.er ebor$-teN· fJo•• .... •• ... ar1J1•s. !be~..,. 

iaaJ aoo.-la1e • OM Ule Hab la lor 1a 1lie Jtar. &114 na1s ·~o 

. ( 

oooperale tr1Ul 1be fl•aael• P~· . 
1 

6. fht l. L. 'riMA gaMer. !M sales YOl..-e eo· tu 1A1t 

7ear ehon ali lllonue ot appiooziaatel7 30• o'f'or 19"1, repreeenlel 

largelr })J higher prtoes. fbe7 are ~J1.q fu SaTlJICt I~ lee 
. ' . 

aga1al1 tt11aa1e4 Ju requr .. ea\a &D4 1A 8441 lion art tan71A& 
\ 

$~,000,000 ot lODg:-JeN CloYei'DM-_1. aeour11iee. While \ht ooapaa, 

aeea l111le 11kel1bood ot &n7 '1Rortate .in ~lt twads, \he7 llkt 
~ 

the t1Tt-Jtal" lap 1stt&O &.114 &l't anxious ~ ooopera~e vi-\11 ~ 

Govel"'llleD.t in ita· t1AAno1ng PJ'OCI"U• Ml". ~etzo.lA oond.dtrt 11 

desirable to ~itt ~• 11a11 on •p• &Dd *G1 bonds. 

6. ·rant MO\Or CMRIP'· The ooapanJ' e oa ah }las dtol1Aecl 

tro• $1~,000,000 Jo $100~000,000 e1noe JulJ ot lae~ JO&r. · Il 

hu been a pol1o7 o~ Jhe ooapaB.J not Jo inTesl oorporate f .Q.Dde 

nen 1n ehorl-JeN aeour111ts. !he · ooap&DJ'' a i nTen1ol'7 aaou~a 

to approx111&1elJ t lo.o,ooo,ooo of 111b1oll Jlr. Briggs ea1111&tea ap-

. " 

prox1~~atelr $76,000,000 1• represenled b7 eea1-t1n1sbt4 pleae.uot 

oar PUla, aoat· ot 1dliab 1e ~~til tor ~ d\ll'&1.1.on. 'While ... _ 

nacea ·aaa1Aet Clcn'e....aJ eourieJe ·baTt oue4 JMelr ~ .-

capital poa1,1oa 80...-at, Kr. Bt1gge seta l111lt oppor,~117 ot 

. \he Pol"d Kolar. Coap&JI7' 8 bartDa tude aT&UaW.e tor 1nYet\aen,. 
; -< . 

P&Jrolla an Pu.Dot•c .at · Uut ra~e ot ··tl,OOO,~ a .t.&J ~ aa the 

' ' 

_) 

r 

\ 
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teliM of Genrta •' -.laeee U..uee, ~•· -. .Uli' eau· 

petUlOA u:i 4Ml1M ,.... •• 
. . ) . 

'· &···Ill IIW A•nsy~ : a. •• ... u7 bae s.~ 

ta,Ooc>,ooo 1a ... aa4 -.,ooo,ooo 1a ca....,..., .... Rtu~.. .a.~ 

' . 

1aYea\OJT ..... ._ So ap.,...UU\e~ ••,ooo,ooc;. · !ba ••••ar baa 

. . ' / 

appro:llaa\elT ta,ooo,ooo \le4 liP 1a ..... 1a 4eal:erallau4a *I.e 

\hiJ clo DO\ 1aolulo 1a Cbe1r laftla~on fl.iurea K\ MJt. f erPJ' .eoa-

. ...._ . 

t14era the. OOIIp&GJ ~· a ••U.S•' lla"U1\J for· ~· ~-' r 

u.aUl ~ne eara aft aol4 • .. lfbeD aaa 1t 'he•• eara ..,.. MYect oas 

ot cit al er e' baD41 , !lr. POPrJ l&a\ecl \ha\ ~~ 1f1ll be 1a a poa1\10D 

~0 1DYU \ a IU.ba'-A\ial pan Of \he ·-8 ,0001 000 1Jl abol't-\eN 

• 

' . ' 

Aut. A\ She preaeD\ U a e \he~ paJNll. 11 I'WUUAg a\. tAe .rase 

ot &i ,ooo,ooo per w u . He 4oea 110\ f eel \beT O&A 1"'14~• .ne1r 

· ~a1h poa1\1on ~\11 ~•1 41apota of \ he ooa\1ngen\ 11ab111\J OD 

oar • 1n dea l era> baAAe • 

. 8.- Stew .. l£4 Mej4ep\ Iaetjryst Cnpyr. the OoapaAJ laae 

on hud i ,e&ojOOO 1a .. all, t lo,ooo,ooo of GoTel'llaea\_ boA4e 

·u t ll1'1Dg ODI Jo f1Te p ara . aa4 $V 1 600 1 000 Of 00 YII'JlHDl HOII&Pi~ea 

11&\uria& t1 Ye \o tit\eea reua. ! he OOIIPAAJ' wi ll baTe appl-oxiaa\.ell 

,•,ooo,ooo aa\\&1"1Jal 4~ \N oY~"reas T•ar aD4 Mr. 11~ ~l1•••• 

\ ht7 ~an proper.~ .a.q a •aba\uaU~ aaou\ of \he fiYe--7aar sap 

h tQtt • .. 

On rru 17., JliNI& f!1, ·~e toUovlal ..i-pon.\10D off.la1ale 

were ·u \ an1ewect a• '-he- Pe4eral lleaarYe leak of CloYal&Dil 

) 

: . 

\' 
\ 
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lllllf(lf lf•Ja·s 1L. . :.~.... ..... -... .. 

\ 

au•.;, 'ECi ... . • .......... s.a" .. n.. 
tftoU.MI Ml Dl ... '- ·.. : 

,. 

Plu'lt•a!:'h•r •M OM"'' "· ..... 
\ 

l. la51oy1 *Jl.••»• tn4 S\~•1 Cltettgp Qo. 1M ._,.., 

( 

owa $1,000,000 !u 8aY1Jl&a.lo5ea. TUi ~" h0l41Aa N.aA o-r 

t l,260,000. llr. P~nJ' o\a'-4 \b&' ~ eoaPa.aT. a.eecla ~ alA~ 

oaah ot 4~,'1&0 , 000 tt~J- t.balr aoi.al operaU~t . · S&l.tl laa5 ,..., 

aaaoantecl k :so,ooo,ooo aA4 5h1a ,ear will. na ol.oao So ..o,ooo,ooo. 

h appian \he 0011pa117 11411 be bol'row1ac troa Duke b7 Sop5eaD!r 

\ tUa rear. 

2. WVP•r IR" · he••r I""PJ• !b1e eo.Paa:r nonal.l7 .. 4oea 

~ annUl. Yolwae of .:approx1aa~lJ t•,ooo,ooo w1\h an 1AYM5oi'J ot · 

t l,OOO,OOO. Saloa \hie TH7 w1ll rwa SIO, OOO,OOO A.Heea15a'laa 
I 

u 1norea•• 1a 1Aftll\o17 '.0 ta,ooo,ooo. llr. a.luia ·• ••• U5Ue 

, <." "' 
OOU1b1l1\J ot ~ Mill! MG." J.Afta~UC ~ 1a 0.YU8Mil5 

. 1 • •• 

_ltlllP1 n.. ezeep' \bell' ..pl.ar pwroba••• ot fax S.YlAI• l o\ea. 

!he7 are D\a;r1aa fu sanA,• leMa e¥nea,l7 •' ~· .. ,. ~t ~ 

h ,OOO,OOO --~ .oa aa ~~~1-\e4 '&X tor _ru., Jl., ot 12,000,000. 

_) 
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1. JUffM' ?"• IJt.la ••1111•7 .. ,~a ... : te ealaa t• 
0 

) 
0 0 

° 

l9t2 vlll Ua~H · appi'Ulaa .. l7 ' 100~ ._.·a.. · · ' \11. p.. .. , 
. , . \ 

. 

u .. ~.,are o.s..i a '-hl •t t l'.\,ooo,ooo. Ia• M\eitlal · ... ,. 
0 

• 
0 

1a •••· ua~••• are .. •• ~ aa ~ • .., .1U, ,. ... • 1ew.1. 

~1• .u a.iapaar .ay .. , • ula 1a \M ta._.. •a nplaM ... \&1ja 

·raw ae\arlal.a *lak ~ lape.._ r.., &lla ·l'u &u\, a.N~7 1a-

onat1q ... ,.., Ulolr •••h, ~~ ••• .. llkel~ at ~...... ( 

twada tor tn•••·--••. 
•· !0'!•• lt'H Cennspr. !U aoapaar a~o\a tb&li \be1r 

1n 19,0. A\ \ha pr•••• '1aa, ~-, are ~J!OWlq 2,000, 000 troa 

banke. A lara• par\ ot ~11" preaelit 14Yaa\OrJ 1a tro&tn tor ua. 

4vaUon ot \ba war. Ua4ar prato\ .arnqoa•qta , \he aoapaar 1a 

reqalred \o P&1 oa\a~a YaD4ora aDd •~p~l1era aA4 a~ba1\ _ reaa1p\e4 

1Df010tl \0 \hO ...it ho-l41Ai f.a.Dda a4YaAOe4 b7 \bt CloYO .... tA\ Cta-

·to.re ~h!7 reoo1Yt p.,...nt.. tb11 prao\1oe .neooaa1\a\ea ''laC "'P 

Ultil' WOJ'klQc oap1Ul. 'l'ha eoapaa7 D.Uona \heir •r:e41' aa\1Ut• 

~hea \o dl"av 4eVD t'all4t 111. d•uoe of p.,..a\ whioh wo~ re4·waa 

~ht DOWl\ Of fioa'\ ftqUrK )0 altar 0\1\aidt p l.li'OhaStl • 

o. liV•ht! Sla•Ry> gMppy. ft.a ooapuJ i a no\ uaa&•4 

d1reo\l7 1A 4otenao .. rk allbo~ ~•1 •~pply aa~oriala ~ aaa7 

cupan1ea \fb1oh haw GeYan.a\ aOD\n.ot.a . A'C the prHtA\ \1M 

\he OOaPIJll •••• 11,\lo · poaa1at1Ul7 of a 4Mllaa ill 1aftA\oi'J MA· 
• 

0 
0 

b•U•••• t.nar . v111 lHt -.rrowlq ti'M $hair MAk• lt!ttON \be • D4 
.. 

ot \he rear; ,..., an ""J'lac tu .sa•&aa• l o\of a\ .. ,w.ar J.A\anua. 

, 
\ 
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ealh pol1'1oa· •• ... ) PN•••' tiM. IMJ aa. .be t&,IOO,Ooo 

fu sart.&~ lo$ea aplaa' aa ea'uu\e& tu of 1,000,~.-. l\ 

bal MeA ntOtll.., M apea4 lase ••• la plaa' . 1.PNY .... \a aa4 

• 
0 

• • 
• 

. \bt 1011~1 lOKI forwu& .. 1H.naae4 O:qMM1~tl 111 ~'"'lift· 

~lt \he ••PIA7 .... •• l.Ue11Mo4 of ao~-l.a\ia• ADJ 141~ 
• 

I 

ouh, tht7 vodA be 1Ae11aeA \o ~· .. , t...a. aY&1l.ane tor '-he 

. . 
plll'ohalt ot tb.e1r owa •••uo1 \let. 

I 

· 7. P1elr•ei•. !t5be' iP' 9n•ar. Kr. SAerwJ.A ,._,14 \hat. 

\ht P1ok&D41, Ka\ber ~ baa DITIJ" ba4 ·14.11 ll&b &ft1laPlt 
. - . 

1n the pan a\ ooapaaJ ~• oae ot \be1r .i.aba14.1ar1ta ,· lll\erlakt 
. \ 

S\ea2abip Ooapaar, oar.r1et an 1aear.-oe tUAd ot 2,000,000 aa4 

1n aA4U1on n.a•, ' '· \he preaen' Use, 14lt t~a ot approld.U.,tl7 
~ 

t~,ooo,ooo. Hoa• ot ~1r aft1lablt t\&Dda baYt nere•otore ·Mea 

1neeh4 1n· tloTenuaen•• rLLDAI.A& .troa \en •o \WelTe 7eara." Be 

.btUtT~t oer\1t1oa\et ot 1D4el)\14.neta wo\ll4 be a\\rao\1Tt tor 

\ht1r purpoae ~. bel1eTea ~ eO.pan7 will alao oona14tr \be 

oui'Ohaet ot \be t1YI-Jtar 'ap 111~1. 

.· 
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Subject: Obta - 1ng intoraation ·on current bU7ing and saving 

med1wa and low inoo11e groups. 

· In response to your reque·s~ tor information 6n the present 

buying and saving hab1t8 ot_consuaers in the mediua and low 

income group a, I have the folloWing t o report. ' · 

No intoraation is as yet available to show actuai our~ 

ren' expenditures -by families ot different income groups, 

wbioh can only be determined by ~ s~ey covering a selected 

population .ample. S~ch a survey is nov being aade by the 

Bureau or Labor Statistics, covering app~ximately 1000 

tam111es in 6o selected cities, and one tor rural tamiliea 

is expected -soon to be started by' the Bureau ot Hoae Economloa . 

We have 11ade eve~ ettort to expedite these surveys. 

The Bureau or. Labor Statistics surVey was intended originally 

to obtain information on expend! tures in the calendar yeir 

1941, att.er which . quarterly surveys were planned tor 1942• 

The data tor 1941 were. expected to be avail~ble in JUlJ . At 

our request, however, the Bureau contacted its field directors 

at .N·ew York, Oblcago and San Francisco bY. telephone, and 

asked .that the t1eld workers on this proJe~t include data 

t or the t1rst ·quarter ot 1942 with the present surve7. !he 

Bureau Will make a preliminary tabulation -tor your use as 

aoon as returns trom about· one-third ot the total saaple have. 

been received. thl·s prel1a1nary tabulation ia to be coaplete4. 

by the end ot April or first week ot Ka7 . ;· 

· We expect to obtain trom· this survey the f ollowing d~

talled information tor the calendar year 1941 and the first 

. quarter or. 1942, tor· the average t&111l7 covered in the aurve1: 

l . Cash income, and total (1nolud1ng non-money) 

incoae. · 

2 . lwaber ot persons 1n family. 
3. Expenditures tor the following purposes: 

a . rood. 
b . l{ous1ng. 
c. ruel, light, eto. 
d. _Household operation. 

(' 

\ 

( . 
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e. 

t. 

" 
g. 
h. 
1. 
J. 
k. 
1. 
•• n. 

/ 
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Boueebold equipaent tvniah-
iDS•· : . 

A1ltoaobile. 
lled1oal oare. 
!obaooo. 
!ra~el aad transportation. 
E4Uoation and reading~ 
Beopeation. . 
Gifts, community welfare, eto. 
Personal care • 
Direct taxes. , 

4. Savings, in the~fora of 
a. Bank balances 1n saviQge and .cheok

ing aocounta. 
b. Governaent bonds and Detenae Stamps 

(data on purchases and sales) . and 
tax aavings aotes. 

c. Repa111ent ot debts . 
d. Other savinge. 

\ 

The similar survey planned bf the Bureau of H011e Economics, 

covering incoaes and expenditures -of ~bout 1000 families in 

4o ru:ral centers, will be starte4 this week. !he Bureau has 

indicated a Willingness to g~ve p~iority in tabulation t9 

the items of 1Dtormation needed by the Treasury; and we are 

seeking t·o have the collection ot data expedited. 'l'hia survey, 

like t~t ot the . Bureau of Labor Statistics, Will be continued 

quarterly through 194-2. ' 

· The OPA ·ia- working up estimates ot oonsaaer expenditures 

and 8avinga b1 1no()lle groupe tor the oalen4ar year ~942, · 

similar to that re.oently ucle tor the year 1914-1. At our re

quest the work on this project haa been expedited, ·and the 

data are expected to be available within a tew days. The OP.A 

figures may be ot aom~ value as an indication ot the prob~ble. 

patterns ot spending and aaving in 1942 in the. lower income 

groups, although they are largely based on historical 

.experience rather _than on actual current data • 

I . · 
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. . 
RE: . I NVESTMENT OF IDLE BUSINESS FUNDS 
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oh 30, 19.42. 

' The followtng pe9ple were ~_nterviewed at the Boston Federal 
J / 

Reserve Bank on Tuesday 1 March 24, 1942; 

1. 

1. New England: Mutua1 L11',e I nsurance ·CompanY 
Mr. G. "W. -~ th, President · 
M_.r. S. S_~ Hall, Jr.,_ Financial·. ~ecret_ary 

. 2 • . John Hancock Mutual Life Insurance Comp~Y 
Mr . St a ck 
1-ir . Mitchell 

. . 
3 . U .. s. Srnel ting . Refinlng and lUning . Co. ..._ 

. · 1-tr; George t-iixer. Secretary and Treasurer . , '\ 

4. United Fruit ComPanM·. 
Mr. T. J eff~rson Coo·lidge , Chairman· 

o~ Board of Dir ectors 

5 • . Massachusetts Investor s Trust 
Mr. Charl~s F . Rowley, Trustee 

Consolidated I nvestment Trustr 
Mr. ' Roger Amory, Trustee 

6 . United .Shoe Machinery Cor.noration 
Mr. H_. G. Donham , E;:xecutive ·vice President 
Mr . w. M. Kemp , Treasurer 

?. United-Carr Fastener Corporation 
Mr . Arthur w. Kimbel l , Vice Pre s ident 
. and Gen~ral Manager . 

N'ew England ,Mutual Life Insurance ComPanY. l-ir. Smith 

. . 
s t ated that -they have invested· ·approximately 20% in Government 

securities . In recent months t hey have increa·sed somewhat their 

holding? in utility borids ·in o~er to l ift the average rate of 

return . To da:te they have been able to maintain 3 . 30% earning 

"1h.ich has enabled t hem t o co-ver t he 3% guarantee to po~icyholders • 

/ .. . 
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With lower interest rat es , thi s has only ·be.en pos sibl e 

) 
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through t ransfer of excesses i n _mort ali ty reser ves/. Mr • . smith 

said that t here has been no appr eci able incr ease i n ~oans· on 

polici es ~lthough a cont inued .i ncrease. in t he. 90Bt of living may 

r esult in a.higher rate of loaija in t he future. He stated that 

::1os t com:)ani es ·are reducing farm mortgages . Statistics indicate 

t hat a substantial part of this, reduction i s goin& into Govern-

. 
I 

~ent securities . The company wants to cooperate with the Gove~n-

~ent in its financing p rogram' but is not particularly interested 

i n the long tap issues on account of t he r ate being below ~he · 

level of t heir guarantees to policyholder s . 
'\ 

2. John Hanco·ck Mutual Life Jnsurance Company . This 

company has approximately 1 4% of its holdings in Government 
~ 

securities . They bel i eve a long tap issue would ·be attractive 

and ~~r . Stack thought hi s executive co:nmi ttee would be i n t eres ted 

1n p~rchasing ~uch an i ssue in subs t antial amounts . Apparently 

the la\';s o.f many ·st~tes pr ovide ' t hat ali assets of insurance 

com.9anies are subject to i mmediate s al e at the discretion of · t.he 

Board of .Dir ectors·. · J ust how t he State authorities would regarO. 

- the necessary redempti on notice provided i n the proposed tap 

issues , he d~es not know but he believes i t will oe broadly 

i nterpreted and not interfere with their purcha sing tap iss ues . 

3. .U . S. Smelting , Refining and Mining Company. Mr. lU xer 

states that at the present time the company i s . spending more than 

their annual d~preciation i n exploratory and development work~ 

They have appr:oximately $4,000 , 000 of idle funds • •. In addition , 

'· 

-. 
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theY carrY a _tire insurance fUnd of $1,0<?0 ,000. ile l-1r. Mi xer 

do~ ·9 not re_g.a.rd bi~ls ~d · cert _1ficat,es of. ~ndebted ( ess as __ sui table 

for their needs, h~ ~elieves the . company can well ·afford ~o buy 

the contemplated, five ye.a.r -tap ~·ssue • . 

4. Un~ted Frul t CompanY., -~Mr. Coolidge pei+eve:s all corpora- ' 

ti'ons having excess cash s-hould i nvest in bills and certificates 

ot: indebtedness . While his c_ompany wi,ll ·be glad to buy t h e five 
·~ . ' 

Y
ear t ap issues in an· .effort to · cooperate with the G-over nment r· ' J 

- he believe~ t hat the issuance of t his type of securit~ . is a . 

-nis t ake becaus-e he thinks there may be large redemptions at a 
- . 

time l ess favorable for Government financing than at p~es~nt. 
. ' The United Fruit Company will undo ubtedly have an i ncr eased 

. ' . 
amount of idle funds because they have ha4 to s uspend temporarily 

their shi ppuilding program . He believes also " it .i:s a mistake to 

increase t he annual -purcha~e limit of 11F 11 and 11G
11 

bonds inasmuch . l 

as he does no t regard them as an instrument of saving out rather 

as an f nves1iment and believes that heavy·r edemptions may fol l ow 
. 

at an inopportune time for the Government to refinance. 

5. Massach~setts Investors Trust ; Consolida ted Investment 

~. Both l-1 es~rs. Rowley and Amory expressed t he op inion t hat 

the r e i s some hazard in t he Government 1 s offering a five year tap 

issue to individuals. If sales are res tricted to col;'Poration·s 

ho\vever , they do not 'oelieve ·it will lead to much liquida tion in 

the. general mar ket . They ~so .be~ieve there will be l i ttle in- · 

crease in the V:9lume of purchases of ·11F 11 and "G" bonds by t r usts 

if 'the limit is . raised · abo-:.e~ ·$50 ,000 inas.muc.h as they feel the 

/ (' 

\ 
' 
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present limit· is adequa t e tor ·mos't t~ust f'unds-. 
. ) . . 

6. United Shoe Hachiner Y C·~rporati'on.· · The ·c?ll"p.or a t ion has 
. . . \ 

approximatelY $15 ,ooo ,000 surplus _c ash at the present. ·.tim~··. They 

consider a - five year: tap- issue .sui table for the-1~- ne_ede and. will: 

. also be glad' to cooper ate with" the Governmen~ by purchasing o·ills 

.and certificates ot indebtedness ~ I na,smuc):l as · t hey h ave no 
. . 

seasonal demand, any nece~sity for increased working c·wital ·is 
l 

indefinite and they would therefore like to avoid, 'if poasible , -

t he continued reinvestment · of short- term securities. At the· 

9resent time t hey are buying Tax ~avi.ngs Notes against t h is· 

yeer 1 s t ax- requirements . 

? • United- Carr· Fastener Corpcwation . 1•1r . Kimbell stated 

( 

that they are hol ding at the present. time $1,.000 , 000 Tax Savings 

Notes . It has been necessary to increase inventory subs~ahtially 

and he said ther e was little likelihood of their having any surplus 

-funds .for investme.nt above purchase of Tax_ Saving~ Notes . He be-

lieves that ·many .companies. not engage(J. in defense work are ·a osorb

ing i dle fund s through .t he payment of hi gher labor r ates and 

there should be an ef.fort to increas e the purchas.e of SerieS' "E
11 

bonds by employees out · of increas~d earnings. 

- - - - - - -
\'lith one exception , t hose with whom I talked in ·Boston asked 

if the Government pl~ned to t .ake any further steps to el~minate 
. . 

the necessity '
0

-,: putting in iarge ·subscriptions for . Government 

securities to assure· desired allotments. Several pe?ple expressed 

the opinion that· their ·exe-cutive committees .were hesitant about 

/ \ . ) 
(' 
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suoscri·bing for bonds in exce s s ot the ~ount of 

1ng i nvestment. 

f unds s e ek-

' - - - - -
on Thursda~, March 26, 1942, th~ · followi~~ ~orporation 

officia.l s were intervi·ewed at t)le Federal Res-erve · Bank of Detroit: 

1 . Nash• Kelvinator Cor porati on 
Mr. G. v. Egan, Treasurer · 

• I 

2. Burroughs hdding .lJachine CompanY 
Hr.· J . L . . StEniart, ·Treasurer, and 

3. 

4 . 

. 5 . 

6 . 

.?. 

8 . 

1-1r . L. A. F~uhar, A.s·sistant Treasurer 

Detr oit .Edi.son CompanY: ~ 
Ur . Arthur D. Spencer , Treasurer 
l>1r . Payson B. Foster , Assistant 

Treasurer and Tran-sfer Agent · 
'\ 

Scotten- Dillon Comp~Y 
Mr . \claTter S. Sc·otten , Pres·i d:ent . 
}ir. William 1-i . Dillon , Vice President 

The J. L. Hudson CompanY 
Mr. l/lillia.m A• Petzold , Treas urer 

Ford l~otor Company 
l.fr. L . E ~ Briggs , Chief General :Auditor 

Packard Motor Company 
· · Mr. Hugh Ferry, Secretary- Treasurer 

Standard. Accident Insurance Comoany 
Mr. L. K. Kirk , Treasurer 

1. Nash- Kelvin.ator Corporation. 1>1r. Egan sta ted that the 

company is nol·l c·arryin~ a reserve fund of $~0, qoo , 0 00 , half of 

\.;hich is invested in GovEH"(lment sec uri ties with a maturity or 

( 

one year or less and t he balance _is invested. in average matur ities 

of approximately .five years . In ·aadi tion , they have idle cash in 
. . 

t h.e business of approximatel y $6,000 , ooo • . If it were· possible t o 

acceler ate payment· on Gove~nment oontrac~s, Mr . Egan stated that 

.• . 
/ \ 

\ 
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theY woul d require lese working capital and t here 
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have addi-

tional funds for investment . In recent months, ~e have h~ to 
. ) . . 

increa.se their inventor y $12,q~o~ooo and there is some likelihood 

that further increases may be necessa~y. At the present t~me ap- . 

proxima~ely $5,000,000 of their i~ventory represented by refriger-
/ 

atprs and finished care is frozen. In 1940 the ~ompany ' e gross 

· sales v1ere $72,000 ,000 . Last yeax th~y i,ncreased to $125,000 , 000 

and they bel ieve ~is year they have from $375,000 ~opo to $400 ,- r 

_ 000,000 of business in prospect. The company sees little possi

oil i ty ·or investing additional funds in Government securi t ies at 

t'lis time but as sec uri ties now held. in their reserve fund. mature, 

they \'1111 ·undoubt.edly buy bills and certif'1ca tea ' of indebtedness . 

'· 
2. Burroughs hading Machine CompanY. The company i s holding ·· 

~4 , 000 , 000 in Tax Savings Notes , $5 ,·000, 000 ill Government sec uri ties 

with an aver age maturity of four· years, and an additional $5 , 000 , 000 

in cash. I t now appears t hat Government contracts will' require ad

ditional wor~ing capital . In th~ meantime t he ~ompany will buy 

certifi cat.es of· indeb tedness in addition to their r egulax purchase 

of Tax Savings Notes. · 

3. Detroit Edison CompanY· Increased labor and material 

costs will make 1t impossible for the company to i nvest in Govern-

. -
ment securitie s . They have in contemplation t his year plant ex

t ensions of approximately $15,000, 000 which will absor b their en-
1 

t1re res~rve for depreciation and. require approximately $6 , 000 , 000 

additional cash~ The company is carrying $1 , 500,000 long- term . 
Governments ,in their casualt~ fund . They .will· have t o do some 

financing this year. 

,. 
\ 
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4. Scotten-Dillon CompanY· The company manu ctures chewing 
. . 

tobacco. On ·account o.f. tin plate. shortage·, . sugar· r s~ri~t-ions , 
and the inability to secure li6orice , the company expects a su"o

stantia.l decline ,in· sales . They · are ·holding 90~ay bi ils a.hd 

also buying other s hort-term Go-..rernmen"t securiti~s... The company 

f!!B.Y accumulate s orne idle cash Ja t er i n t he year and "'ants to . 
( 

cooperate with the financing program. · 

5. The J. L. Hudson Company. 
I 

The sales vo~ume so far thi~ 

ye~r· sho\~B an · increase of appr oximately 30.% ove-r:· 19 41 , -represented 

la.rgely{oy higher prices. They are buying Tax Savings Notes 
., 

against es~imated . t~ requirements and in \ddi t ion are carrying 

t 3 ,000 ,000 of long- term Government ~ecurities . ',ifli le the company 

sees little likelih ood_of any increase in _ idl~ funds , they like 

the five- year tap issue and are anxious to cooperate wi t h - t :O.e 

Government -in its financ ing p r ogram. "f·ir . Petrzold considers 1 t 

desirable to lift t he l i mit on 11F 11 and 11 CP bonds . 
. . . 

6 . Ford Ho_tor Company. The company 1 s ca sh h·as declined 

froCJ ~150 , 000 -, 000 to $100, 009.1 000 since July of iast -year. It 

has oeen a pol:icy .oi t h e cpmpany not to invest corp orate funds 

even i n short-term .securitie s . The company ' s. i nventor y aroou_{lt6 . 

to a~:>:proximately $100 , 000 , 000 of which Mr. Briggs estimat_es ap._ 
. . 

proximately $?5 , 000 , 000 ~s repre sented by semi-f~r11shed pleasure 

car parts , most of which i s frozen f or the duration. lofhile ad

vances against Government contract's have eased t heir working 

capital position somewhat, Mr. Brigg s ·sees ·little opportunfty of 

th.e .Ford. 1-iotor Company ' s havi~g funds available for investment . 

p . -ayrolls are running at· t he r ate of $1,000 , 000 a day and as the 
I . 

( 
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volume of Government busines s fncreaeee, he .be1-ieve ·their cash 

position may d~cline )fur~hel:> 

7 • . Packard l·fotor Company. :, The company has approximately . 
. ·. 

$s,ooo-,ooo in cash a~d $ 4,00Q,OOO in Gov:ernment sec.uriti.es . ·. Their 

inventory' amounts to approximateiy ~5 , 000 , 000. The ·company has 
' / 

~pproximately $8 , 000,000 tied up in cars in dealers hands which 

t hey do no_! i nclude in their i nventory <figures but Hr. F.erry con-
"--. . 

siders the company has .a. conti~gent l i abi lity f or t hi St amoun t 

unti l . the cars are sold. When and if t hese cars are mov~d out 

of dealers ~ands , 1-ir. Ferry stat'ed that they w+ll be in a posi tiop 

t o i nvest a substan·tial part of th:e - ~8 ~000 1 000 1n short-~erm

securit i es pending th~ time when i t may be absorbed in t he bus i -,_ 
ness . At the pr esent time t heir payroll i s running at the rat.e 

of ·$1 , 000 , 000 per week . He does not feel t hey can .reduce theJr 

cash position until ~hey dispose of t he _contingent liability on 
f 

cs.rs i n dealers hands . 

8. St~dard Acciden t Insurance Comoani. · The company has 
. . ·, . . 

orr hand $2, 250
1
000 i n cash , $10 1000 1 000 of Government bonds 

( 

mat uring one to ~ve years and $7., 500 , 000 of Gover nment sec u.ri ties 

mat~ring five to fi f t e en years . The company will have appr oximately . 

,.4 , 000 , 000 maturing duri'~g the-- c urrent year and l~r . Kirk believes 

they can properly buy' · a sub·stantial amount of t he fi ve year tap · 

i ssues . .. 
- .· - -

On Friday , March _27, t he following corp~ration officials 

\·:e r e interviewed at the Federal· Reserve Bank of Cleveland : 

/ 

) .. 

J 
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2 . · 1tlarne~ and SwaseY -Company . . 
· Mr • . I. C. Bo2-ton, Treasurer and Di-rector 

3. Glidden CompanY . . . 
, Mr. Robert H ~ -Horsblirgh, Senl:or· Vice 

. President and Director 
·/ 

·4 . White Motor Company 
Mr. Robert C. Lee, Treasurer 

5. Harshaw Chemical Coi9pany' 
Mr. Drake T. ~erry, Secretary, Treasurer 

and Director t 

6 . Repubii~ s teel 
l<lr . Reschl Assistant Treasure·r 

?. Pickapds . Mather and -Company 
'Mr. Sherwin 

\ 

l. National 1-ialleable and. Steel Castings Co . The company e 

o\oms ~1,000 , 000 Tax Savi ngs No:tes. They are ~olding casn of · 

~~ ~ 250 , coo . Mr. Pomeroy stated that the company ne-eds to - maintain 
. . 

cash o~ $1,750,000 for their normal operation~ . Sales last year 

( 

aZJounted to ~r 30 , _000,000 and t his year will run close to $40,000 , 000 . 

It appear·s -the company will be porro\ving from oan·ks by Septemoer 

this year . 

2. i:larner and Swasey Corrmany. This company normally d9es 

a.n annual volume of approximately _$4 , 000 , 000 ~vi-th an inventory of 

$1,000 , 000 . Sales this year will run $50 , 000 , 000 necessitating 

·an increase in inventory to $5,000 , 600. Hr. · Bolton sees little 

possibility of the company investi ng anything in Government 

securities except their regular purchases of Tax Savings Notes . 

They are buying Tax savings Notes currently at the rate of 

~1 ! ooo ,ooo monthly ~n an estimated tax for this year of $12,000,000. 

/ 
(' 
\ 

\ 
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3. Glidden CompanY. This company estimates i sales tor 

· l 942 will inc~ease a~proximatel.~ .10~7&' over : i94~ . . Al the pr.ese.nt 
' ' . . 

u me t hey are owing a total of $21,_000 , 000. Raw mat~rial dosts 

in soile i ns tances ' ar~ up as much as 100% over ias.i year~ s level. 

·.f--1 ile t he .company may not be abl~ in the future to replace certain. . . 
r e.\IT mBterials which are_ imported from ~he Far E·ast·, thereby ih-. 

creasing sometvhat their CS;Sh , they see no likel1hood o'f haViiH~ 
I . 

f unds ror investment. 

· 4. Wnite Motor Company. The company expects that their 
/ 

sal es i n 1942 \'lill be approximately three times t ile :v:olume done 

i n 1940 . At t he present time , they are bor~owing $2 ,000 , 000 from 

banks . A large part ·of their pr esen't· inventory is frozen for t he 

dur a tion Qf the war . Und er present arrangemerr\s , the company is 

r equired to pay outside vendors ~nd s upplier s and submit receip t ed 

invoices to the bank holding f unds ad va.nced by the Government .oe-
. . 

f ore tne~ receiv'e payment.' This practice necessitate s tying up 

their ivorlci rtg capital.· The company believes t heir cre~:li t entitles 

t hem t o draw d own funds .in advance of payment ~nich would reduce 

the amount of float required to c~ear outside ·purchases . 

5. Harshaw. Chemical CompanY· The co m9any i s no._t engaged · · 

di rectly in def ense work .al ~hough th_ey suppl y. rna terial s to many 

co~panies \'mich have Government contracts. At the pr esent time 
v 

the company sees littie possibility of a decline i n inventory ~d 

( 

.b:lieves they will be- borrowing from thei.r banks be.fore the e~d 
. . ) 

of the year . Thiey are buying _~ax savings Notes _at regula~ i ntervals. 

/ 

·. 
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6. Republic ·steel . The company is wor k i ng 

... 

) 
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a rest~icted 

cash .position· at t he) present time. They are hold1n $31 ,500, 000 . 

Tax Savlng s Notes agai nst an es'tim·a t ed tax ot $4l,OOO, qoo . · It 

has been nec e ssary to spend large sums ·in p lant improve~ente and 

.t he company l ooks forward to incPeased expenditures in the f uture . 

:·{hile the company s ees no l ikelihood of ac~umulating any idle. 

cash , they would be i nclined t o use any fund s avail~ble for t h e 

uurc~ase of their own securities . 
I 

7 . Pickands . l·ia ther and Company . Mr . Sherwin stat ed that 

the Pickands·, }-lather Company has n~ve~ had idle cash available 
' 

i n the parent company but one of t heir subs~diaries , Interl~e 

Stea~ship Company, carries an insurance fund of $~ , 000 ,000 and 

in addi t i on has , at t he p resent time, idle fu~ds of appr oxi matel y 

: 3,000 ,000 . Most of t heir a~ailable funds have h eretofore been 

invested in · Governments r unn ing from ten to twelve years . He 

'Qeliev~s certifi.cates of indebtedness .would oe a~tracti ve for 

t hei r our pose anQ. believe s t h e company \•rill also consider the 

~urchase of t he five year t ap issue . 

(' 

\ 

r 
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~tniieb ,$~· -~ , 
.CXIMM..n.. ON 

~TION AND LAIIOf' 

• / March 30 ,. 1942 

Honor able Henry Morgantha~, Jr. 
The Secr etary of the .Treasury~ 
Washington,_ D. C• 

My dear Secretary Morgi?Ilthau: 

Thanks very mUch for your letter of March 21 

with respect to you.r testimony -before the Joint 
. \ 

Committee on Reduction of Nonessential ~ederal , .. 
Expenditures and its interpre~ation during the· 

consideration of the bill , S. 2295, which is being. 

_considered by·. this c9~ttee. 

Your letter was :read into the record of the 

heari.pgs which ar~ be.ing held ·on this bill and every 

effort has been made to see that your views are ex-

pressed as ~ou desire -them to be . 

Elbert D. Thomas 

-~ 

•, 
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Da1.1Y. cha nge.s l. n the stoclc - ~ "~-· oa ' "· .... v _._ ...... "' ~~··-- on hand£/· 

· .. : ( In t hou sands o~ p i e c es ) 

.; . 22 . -"" • t.f,. mh<> Y' n'f :n:teces t St ock on hand 
' at close of· . ~ d,el1 ver1es 

da this da 
:· t hi s o.a . li.L.L ..L 0 U.Q.. . 

• I 

' 
IIB.rch i 6 271 300 26,4-13 

17 i 1 4-4 ; 300 26,56'9 

-
.. 

l g 1 4-g 300 .. 26,721 I 659 
•' 

i 6o 

,/ 

. 1 9. 300 26,g61 · 
•• 

. -

~ I ' . 20 25.9 300 26, 90 2 I 600 

' " 
I 

I 

.?1 1 62 none- cl osed 26,74:0-

r- . • 1 ,, 22 none- cl osed none- closed 26, 74-o 

·~ ~ ... !o [ •"( • 

I ' /' "• 

. . 

·. 
26, 72g· \. 

23 31 2 300 • :; .. 

I 
, 

24- I ' 1 29 300 ?6, S99 I 75Q I .. 

0 
25 l g6 300 27 ,01 3 

26 211 '·30Q / 27,102 

' 
2:7 ' l gl 300 > 27,221 I . 

I 

.,.. 

.. 
., 

I ..... : -600. 
2S · 1 32 none- cloa-e·9, 27 , 0g9 . ~ 

\__, ,. e . reasur y., 
8tat1st1os. 

~ · · , . . . l !f Includes stoc~ 1~ handS or (1) Federal ~eserve · Banks and branOhes, (2) Post- of fices, 
.. 

(3') Federal. Reserve Bank.·1ssu1ng. agents,. and {4-) Treasury vaults i n 'faah1rigton. 
. . 
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UNITED STATES SA.VINGS :BONDS 

Comparative State~ent of Sales During 
Firat Twenty-tour :Business Day• of Marc~, FebruArY en~ January 1942 

(March 1- 28, February 1- 28, January 1-28) 
· On :Basis of hsue Price 

{Amounts ._in thousands of dollars) 

8 

· Amount O,f · Incre&ee : Percent ace o·f Increa.c.e 
: · ales : or Decreaee (-) : a,r Decrease (-) ' 

• ! March · : J'ebruary : March · 1 . l'ebru8r7' ' 
-- 1 ..., over 

I tem March : , JebruarT J anuary ·: 

:. 

Series ~ - Poet Offices $ 79.224 ·$ 86 ,938 $145,808 -$ 7. 714 - · ·~8,870 - 8.~ 

Series S - Banke 2J1 1483. .3,11 1051 4S8aJ96 - :r!l .s6s · - 1 !.3!!5 - 25.6 

604~204 
Seriee Jl - Tot al 310,708 397.989 - 87, 281 ~ 206,215 - 21.9 

Seri es J - $ariks 37. 828 51,820 68,29'0 13.992 - ·1f ,470 "- - 27.0 -
Ser ies ~ - BBnks 165 .902 25J. J9l 280, 292 - sy .489 - 2 .901 -~ 

/ 

Total $_514~ $703~200 $.952. 7_86 . -$.188 .1~ - ·249.!286 -u 
./ 

Office of the ·Secretary of the Treasury. DiTi~ion of ~search and Statistics. 

SoUl"oe: All; figures are depo_sits wi'th -the Treasurer of tlle Unit ed States on aoeount of proceeds 
of sales of Uni t ed State• taVinge bonds . · 

Note: ligures have been rounded to nearest thousand and wil l not necessarily add to ' total t. . ' 

.J _. 

- 4o·.4~ 
- , 2.1 

·, ' - 34.1 
' .. ·- -24.1 
-~ 

., 

-~-



UNI TED S 'rA'rla:S a.A.V;tNG S B ONDS ' 

Da 11y ~a1ea - Marc h , 1942 

On l3ae1e of I s sue P rice· 

· (In thousands of dollars) 

-·--
Poet Off i ce Bank Bond Sa les 

II' 
All Bond Sa.le • 

Date 

1 
Bond Sa'leo 

Series E I Se~iee F I Seri~e G ] Total Series E I 'Series J!' I Series G I Total 

Series E 

lfarch 1942 $ 15,868 2,043 8,]26 $ 26 ,636 $ 21,678 $ . 2,043 • 8,726 • 32,1641 

2 . - • 5,81:J. • $ 

~ 
2,975 S,459 1,629 8,780 1~,868 11,434 1,629 !,780 21,$~3 

3.395 8,833 '2,658 12,558 24;048 12,228 2,658 12,558 27.~3 

5 3,869 10,448 . 1,6so 11;870 23.998 14,317 1,68o 11,!70 27,167 ' 

6• 4,179 10,696 1, 759· 10,825 23,279 14,875 1.759 1.0.!25 27.~8 

7 . . ),480 11,586 , 1,586 6,328 19,499 15,066 1,586 6,328 22.97;9 

9 1 I 4,967 18,636 3.944 S,4SS .31,o6·s 23,664 3.9114 s.w 36,035 

10 2,8o4 5.719 1,365 4,162 11,246 .8,523 1,365 4,162 14,050 

11 3,156 10,002 1,533 7,287 18,823 13,158 1,533 7.2!7 .21,t79 

12 2,686 8,il4 1,133 5.504 14,l50 10,800 1,133 5.504 17,=J 

. i~ •' 
2,682 10,'594 1,065 ,.007 16, 66 13,276 1,o65 /' ,,007 19, 

2,797 6,616 ~,102 • 745 12,463 9 ·413 '\. 1,102 .~ . 15,260 : 

16 4.464 13 ,193 1,415 8,693 . 23'.301 11.658 1,415 8,693 27,76' ' 

17 2,967 6,384 1,015 .2,561 9.961 9.351 1,015 2,~1 ~.921 

18 2,552 . . 7,097 1,201 9.433 17', 731 9.6~ 1,201 9. 33 20,283 

19 2,559 7,911 1,019 5.527 14,·~7 10,470 1,019 5.527 17,016 

20 3.510 13,·306 1,511 5.524 20, 1 16,817 1,511 5.52~ 23,852 

21 2.,6b2 . 7.998 1,122 3.714 / 12,833 10,660 1,122 J, 714' 15.~ 

23 4,362 13.955 1,·95) > 8,199 24,107 18,317 1,953 · ;:~ · - 28~1669 

24 2,297 5.330 900 3.6o4 9.833- 7,628 .900 

. 25 3.003 7,982 2,207 9.076 19,265 10,985 2,?o7 9.076 

26 3,045 9.3~3 2,002 6.391 17.785 , 12,437 2,002 6, 

• 27 2 .• 515 8,1 9 1,31' 5.056 14.519 ,10,664 

v 28 2,489 ' 5,212 67 3 

..----. . !otal . - - - - - - . - - - - -- -

the Traeury, DiTision of Reaearch and Statistics. 

J.l1 figa.ru are deposita :-r.ith the Treasurer of t he United Stat •.• on aceount ·of proceed.• of 

tale a of United States eavinge bonds. 

J'icure• 'han be~n roUd~d to · neareet thousand and ~111 ~t necea~arily add· to 



MORGENTHA!J SAYS TREASURY LEGAL D 1·v·1 S I ON 

SI.HPYING, USE OF ITS SILVER STOCKS INZWAR 

I~DUS,laRY ~ SAYS.·TREASURY.: IS WORKING.· THIS 

. ~INANGING PLAN WHICH MAY BE ANNOUNCED NEXT 

it&WV"'IIi::."Uiill G NCt lPN•• h '11M ;w 111 ,.... r.-t • 

·WEEK . _. . 

· WASHN -THE LEGAL DIVISION OF THE TREASURY 

DEPARTMENT IS STUDYING VHE QUESTION OF POSSIBLE 

UEE OD THE DEPARTMENT-S S I LVE~ ~TOCK~ FOR 

WAR INDUSTRIAL PURPOSES SEC~ETARY MORGENTHAU 

SAID AT HIS PRESS CONFE~NCE TODAY 

THE QUESTION IS WH ETHER TH F TREASURY ~AS 

2 ! , . 

THE LEGAL AUT~ORITY TO LEND SIL VER FOR WAR US~S 

WITH THE UNDERSTANDING THAT IT WOULD BE RETUHNED .. 

OR REPLACED LATER ON ' 

AT THE SAME TIME MR MORGENTHAU SAID HE ST IL L, 

·FAVORS THE REPEAL Of ALL SILVER L'EG I SLAT I ON~ 

; I Ct:t w6U!~ : gg£mn:xar.:)t!f!~!t~_;'Co s(L:c- $ ,(L~ ER 

J: f!..O.M .J T~_P.Rfsus~T-... ~~c.'!.. ~~~u~.'.!9_M~RE 

THAN . TWO BILLIONS OUNCES AT ' PRESENT ~ 

--~-'" ........... ~,.,..,..-~'"'--....,.......~'~~~
 ..... .._ 

THE TREASURY IS LOOKI~G INTO THE POSS IBILITY 

OF REL EASING SOME OF ITS S ILVER UNq ER LOAN AT . 

THE SUGGESTION OF WAR PRODUCTION BOARD SECRE

T~RY . MORGENTHAU ASSERTED 

HE E XPLA I ~ED THAT THE UN ITED STATES TREASURY· 

AT THI S TIME IS NOT GETT ING ANY SILV ER FROM 

~OREIGN SOURCES BECAUS E .THERE HAS BEEN A 

SU~D EN QE~AND FROM INDUSTRIAL USERS FOR SILVE~ 

AS A SUBSTITUTE FOR COPPER 

THE SECRETARY ALSO S~ATED THAT HE BEGAN 

WORK TODAY ON FI NANCING PL ANS AND THAT WORK 

WOULD CONTINUE WITH THOSE PREPARATIONS DURING 

THE NEXT FEW DAYS - THE TREASURY EXPECTS TO HAVE 

AN AN NOUNCEMENT BY NEXT WEEK ON THE NEXT MAJOR 

FINANCING OPERATION WH ICH WILL CONSJST OF AN 

OFFERI~G OF SHORT-TERM CERT IFI CAT ES OF 

INQEBTED~ESS WITH A ·MATURITY OF NoT · MORE THAN 

ONE YEAR 

-v-. 
' " 
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TO 

FROM 

TR~ASURY DEPARTMENT 

INTER OFFICI: COMMUNICATION 

· Se.oretary .».or'ge.nthau 

Mr. Whi t,e · 

Three Newspaper Arti.cle_,s -·on S1.l ver : 
Herbert Bratter : New York·Herald. Tribune 'March 29 
T~ H. Carmical: New York Times, Ma..r·cb 2§ 
Ernest K.· Li ndley: Wa·shingtol) Po~t, MB:rC'h · 30· 

''--..._ 

All these articles · emphasi:ze 'the potential va.lue. 6t the 
Tr ea.sury ' s silver a-a· ~ - substitute f<?r tin, .copper, antimony · 
and other metals ·essential i~ war 'production. ' 

The Government's silver policy is , severely cri t ic-ized 
'and the silver bloc pointed to a s an example of a selfish 
group working .cqh'l;irary to . ·the. best war interests of the 
coun try. \ 

The consensus of ·the writers is 'that the silver now held 
unused by the Treasury Department ·could be ·very profitably 
used in war industries and that the Seoreta:ry of the Tr easury. 
should be given the power to seil silver and make it' availap~e 
to indus try ·a t a price lower than the present artificial price 
!ll!'.intnined by silver _purcha .. ses. Several hundred million ounces 
of silver could be used 1-n industry if the silver w·e·re avail
c:.bl e nt e. lower ·price or if the s ilver could.· be loaned to 
industry. This· would relea:se thousands of t9ns of scarce 
metals for e.s~en tial war pu_rpose~ . · 

Llr. Carmical states in his article . that it is the opi ni on . 
in ·so!Jle quarters that the. Treasury .j_s already permi-tted to· · 
sell below the statuto;ry 'p rice any si,lver which it has .not 

:·placed 11 1n the cur rency stream. 11 • Wll' . Lindley sugge.ste that 
le g.isla.tion m;;~.y not be .required to use Tre·asury silv_er tor 
some ind'\lS tri~l purposes; sino~ the law requiring the Govern- . 
ment t o amass the silver does not spe cifY where 1 t shall be 
kept . M.r . ·Lindley asks, "Why not 1 store' it .in elec.tric 
equi pment , like tr~t at Mu~ole Shoals or Niagara Falls?" 

7:e have already su~mitt~d to the Leg~l Division for an opinion a 
~roposal to .l et some 120' rnillion ounces of free silver be used ~s bus · 
bars i n the. manufacture of aluminum and a pr·elimina!7 opinion of the Legal 
~ivision is that they think it might be done but they want to check it with 
the Attorr.ey General's o.ffice if YoU approve_. . 

, 
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Tax 

I , 

.statei!lent of Rando~ph _E. · Paul, . ·, 
Advlsqr to t~~ Secret~ry of the rreasury; 

Bef.qr.e the ' Ways and Means' Comml ttee . · 
of the ~ouse of Represent atives 

on H. R. 63-58 

March 30, 194·2 
/ 

) . 

1.68 

On Marc-h 12, i942, I submitted a statemcnt ."t1 your 
·cJnnittce discussing H. R. 6358, and ,the .Tr easury' s pro
posals for~ -thE: trca tme:-~.t of cc.pi-tal gains and los scs . 
Sine~? then .a nU!il.ber or vd tnesses have ap.pearcd be.for/e I your 
co!iTill ttee or have sub:n.i tted sta te::tcnts in suuport 'Jf H. R .• 

- 6358 and in ~ppos i tion to · the Tre·asury' s pro2osals . . 

· I should like now to Dresent further evidence on the 
Trcasur•y ' s r ecJ:lliTtonda tL:ms on capital gains c.nd l osses , . . 
clarify t~e Treasury's position, and analyze the 'J b jections 
that hflve been rais·ea ,by the propon~nts of' H. R'. 6358. 

. ' . 

. Our -analysis leads to the. conclusion tha't ·the ad- · 
vantages clai1~ed for H._ R. 6358 with r Gspect . to the r.evenue 
and the e conorJ.ic and market effects · arc illus::>r-y and dJ not 
jus tify ·any sacrifice Jf equity.. The taxation of capi t ar 
gains at a. flat 10 -percent rr..tG is indefensible v1hc:q. 
simultaneously we n.rr:; pr opJsing thl'.t other sJtU'ccs of in-

: 9o::rre ~e taxed ~ t ratGs as high as 90 pcr·cent •. 

L REVENUE. AND TAx AVOIDANCE 

The t axRtion of capital gains P.vnd .losses n.ffects 
r o.venue both di~ectly and indirectly. It affects revenue· 
direytly through· the· t axes paid · on ·capital ga ins·. . It · 
a~fects rcv:enue -.indirectly by rc.ising or lowerin~. the · 
lflelds of other . taxes ; parti eulnr ly corpora to a~><l personal 
mcJme taxes . The prJponents of H. R• 6358 cla.1n that taxc~ 
~aid directly on capital gains and. losses wi.ll be . gre~tly 
~~creased ; thoy t ~ke little account, if any, Jf 1ts· 1n~ 
d1rect effects on · thc yiclas .of Jthor taxes . T~e Trea~ury 
beliGves , f irst, th~t tr£ di r6ct yield fr)? .cRplt~l ga1ns 
and loss-es will be less ·undvr H• .-R. 635"8 tnan under the ' 
T:e?.sury· propo:;>al ; second, · that H. R. 6358 will lead to a 
s1gnificant loss in. revenue from Jther t axes . 

30-88 .· 
.. . 
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Direct yield from capital gains 
. . . ) ~ .. . 

The· yield from capital gain_s depe~ds on. ·m~ny ~n
c~rtain fact?rs : tbe level of the marke.t, ant.icipati"ons. 
of future pr1ces and future t axes , the c.ost or basis of 
the as.sets· in the han.ds of the holders~ the distribution 
of the assets .bY, income brackets,, and the er.tent to ·which 

· fndJ viduals holding assets with g~ins als.o hold · as.sets 

A. 

with ' losses •. 

·Furthe:,_ the immediate and t~ long r~~ effe~ts.of 
any change 1n the method of taxat1on may d1ffer w1dely~ 
·Even if lower.ing the tax on capi te.l gain's Increased tlie 
volume o'f gains taken for a . sbor t p-er"iod - .which mie;ht 
happen if the tax c.hange were not · expected to be _".ler!Ilane·rit -

. any such immediate increase in yield- vmuld be; at the cxp<mse 
· of future yield~ Such a temporary increase in the volume 
of gains ·occurr.ed ~s a result of the imi'os.i tion of a· low 
flat r ate mg.ximum t ax on long- term gains un&er tho Revenue 
Act of 1938. . The cst.irria t ed total net capital gains (before 
applicati<:m of statutorjr i_)ercenta.ges) · of individuals and . 
taxable fi-duciaries filing .income tax r eturns rose f rom 
$661. million. in 1937 to $817 million in 19.38 . · ~That . this 
incr.ease wa,s tem-porary is. sho-vm by a de cline in estimated ~ 
total not cap ital ga.ins from 19.38 · to 1939 despite .a .moderate 
rise in the s tock· pr·ice avcr'age . In bo t h 1939 and 1940 the 
estimated total not cani t o.l r;ains vJere below the correspond
frib amO.unts in- 1935·, 1936, or 1937 . (Exhi b.it 1) . . . . 

It is fmi_:lortnnt to note· that C.espi te the t~I!l'JOrary 
increase in the volume of net ca;?i tal cains for 1938 it was 
not · sufficient to overc.ome the r evenue e'ffoct of lowering 
the · rate. The ost·ima t(:;d r evenue r .:_alized f rom capital 
trans·actions declined from $58 million in 1937 to '$53 · 
million for 1938. · 

·The prooon<mt o.f H. R. 6358 who pre sen t ed the most · 
detailed statistical evidencG , Mr. Elisha M. Friedman,_ 
cslimatod that, entirely a~ ide from its i~cdia t~ effects , 
the bill would -bring: a permanent annual y1el~. of between 
$?00 miJ.lion and $6'00' million, as .compared w1 th an average, 

.Yleld of $30 millio~_. a yoar durine the decade 1931- 40. 
Equall¥ extravagant' es~ i~atcs ?f yi_cld. were. ~ade wh?n the 
1938 b1ll via:s under cons1derat1on. It was tnen ost1matcd 
by. a lc~~ing prop~ncnt of low .. tax rat'cs on call i-tal· ~ains 

.. 
/ 
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that a return to . tlle . treatmcnt · a~corded ca:Jitalza··ns by . 

the 1921 Act , w~1ch ~m?oscd a~la~ rate of 12- l/2 percent 

on lonG- term go.1ns , would ;rod11ce a yi e: ld in cxc·css of · 

$330 million a yaar . ll In f eet, th9 Revenue Act of 1938 

which imposed a flat al tcrnati ve effccti ve tax ra tc of. 15' 

. percent on long- t erm gains yielfte d only $53 million in 

1938, r easonably close to tho estimate of $41 million sub

_mittcd at that time by the Treasury Department for a very 

similar r_) r opo sal. _g/ , · 

Mr . Fri edman ' z estimate t hat the 10 percent :nat r at e 

proposed by H. R. 6358 would yiel d between $200 an'd $600 

- million a year would r equir e thn.t botw.Jen $2 bi-llion and 

$6 billi on of net capital gains be reuorted on t axable 

returns , af t en offsetting ca,i t al losses of the current 

year and net capital losses carri~d over from earlier years . 

Sincc ' l938 capitcl gains on assets hold over 2 years have ' 

been subject to a maximum fla.t al t erhc. ti v~ cffecti ve to.x 

ratc of 15 percent •. Nevcrthcl es s,, c; ven in 1938, when there 

_ was a tempor ary increas e in volume of long- term · gains , only . 

~bout $657 million of not l9ng t erm gnins were r eported on 

returns of individual s o.nd fiducia.ries r..nd irr 1939 only 

$468 million wvro r eported. Evt n tho pro?oncnts ·of the o ill 

do not maintain that the lowering of the cffccti vc ·r otc ·fron 

. . / 

.. !7 Hearings bofor c the Committve on 1.'hys P.nd Means , House 

of -Reprvsentatives (75th Con~ross , ~rd ·s ession) on 

Rcvonue Revis i on 1938, p . 39v. - . 

~/ H~c.dnP's before· t he Com;ni ttco on Fincncc , Uni t ed. Str.. tes 

Scnr..tc "'(15th Congress, .3rd Session) on Revenue Act of 

1938, :? · · 710 . The pr oposr.l. for which the estimate was 

me.dc differed fr om the provisions of the 1938 Act by 

(l) defining short- t erm-g ains or l osses as t hose from 

assets· held for one yor..r or l ~ ss_,. rJ~c~cus the 1938 ~ct 

dr ew the line at 18 months ; ( 2) llru tlng the de due hon 

of long- term lo ssos from ot her: income -to $2 , 000 but .. 

permitting a one - year carryov0r , whcr~ns the ·l938 Act 

·permitted no such carryover but allowed long- t erm.lo sses 

to be deducted from other income in the year r ealized 

without limit exccp~ tho. t t he t ax could not b? redu~ed ' 

by mor e than 15 · perc~nt of the net loss ; (3) ~clud1ng 

50 per cent of ul l long- term gcins. or l?ssos, whereas the 

1938 Act included 66- 2/3 percent of ga1ns from assets 

held between 18 and 24 months • . 

"-
• I ) 

(' 
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15 to 10 perce~~ would gr eatly _in~rease the · amount . long~ 

term ga·ins r·aa.;.lzcd. Consequcn~ly, net short - term gains 

alone· would have to be about $1~ 1/Z billion in order·. to 

yield the minimum, e~timate of $200 million r evenue·. Thi~ 

would require almost a ten- fold . increase over the 1'.333 and 

1939 ga:ns when short- term capital' eains equa lled $160 and 

~175 million, respectively. lExhibit 2) . To .yield the 

maxi:mtun estillVlte of. $600 mill i on almost a .thirty- fold 

1ncrcase woulC!. be needed. · · ' 

The ·only r casor. that 'h!ls been a.dduceC. f:rr c x;Jv ~t'ine: 

such ph.:;nomc.nal increases in net short - t c:rm gains- i s th~t 

- a low tax rate would stimulate the volut1c of activity in 

th~ security markcte ':lhcrc the groa t bulk of short-term 

gains a.1•is c . Net tr.xabh · gains from increased merk0 t 

nctivi ty v10uld incre(:.SC only to the c·xtcnt t hr!t onJ ~roup , 

r..: cei vcd the gu.ins from the short svrings whJle anoth~r -

group suffered loss os . tha~ they could not utili ze for tax 

pur;_Joses . Conse quontly, to . incr ease ·not eains by -ten-fold 

might r equire much more than a ten- fold increa se i n volume . 

Yet even in the f everish boom y(.ar of 1929, wh<;:n t he number 

of shares trade:d on the iicvr York Stock Exchange wa:s the 

lar-gest in history, l ess than seven tim·~s as many ~hares . 

v;ere traded· as in 1941. l/ . , 

. It is claimed that t he pre; sent method of t ax b~ cepi tal 

gains saerificos r cvenu0 also because individuals_ ha.ve 

a strong i riG0ntive t o_ r eal ize long- ter~ losses i n order to 

offset them against other incon.e . This incentive t o 

realize long- t erm lo sses ~ould be eliminated b~ the 

Treasury' s proposals ~ince they provide that only $1, 000 

of l os ses be nllowed .as an off set to ordinary income . 

The, methoc of taxing ca?i tal gains i~. only one of man;;' 

factors affecting the· amount of ga ins reau ze-d. Other 

factor~ 1.!l'rrneo.r to · be f ar mor·e i:npor tant. DUring t he 15 

ye~rs fro~- 1926 thro~gh 1940, the method ?f ta~;in6 capital 

ga1~s ch~ngcd severul times . Yet . the. est1matea ne~ rev~nue 

from ca21tal gains ·and losses var1ed 1n the snme direction 

as the stock uric·e index in all yce.rs except .1929; 1932, 

1937 and 1939: The only one of these years in v1hich a change 

!7 ln 1929, 1, 125 million- shares were traaed; in 1941, 
171 million. . '-

.. . . . . 
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in th~ ·tax trea:ttnen.t of _capital ~-~ins and losses vras 'made -
was 1932 and the revenue change. 1n ·that year v;as favor·able,~ . 
(Exhibit 3 and C}\art 1). DUr i~~ .the .~er iod fr~m ~926 to 
1931, the ·tax trea tmen~ of cap1 tal ga-1ns .and loss.cs was· 
.unchangeC., yet the revenue var-ie-d ·from: a peak Jncome of 
$576 million in 1928 to a revenue loss of $89. mil~1on in 

1931. 
It is thus clear the. t changes in revenue have .been 

determined primarily by changes 'in stock prices rn.~hflr 
_than by changes in. tax methods. . . . . . 

The importance of · s.to~k prices in determining the 
realiza'l;ion of capital r;ains is shovm a.lso b.y Chart 2, . 
which compares· changes i.n the a·g,:;regatc volume of net 
capital gf'..iris with change s tn stock pr ices\ · 

It is also claimed that ir.C.ivi~uals with high income 
pay no tax or. short- term capital gdns be cause they 

·.realize ·none.· This contention is no.t supportc~d by the 
e..vailablc evidence . In 1938, for axamplc , 22. 8 perce·nt of 
all short- term · gains rcportGd. by· inU.i vi duals ';ii th ·net · 
incon).e Vlcre reported by individuals v:i th inc~mcs over 
$25,000 , e.l though this group rcpo'rted only 10.4 percent of 
total·net income. The corre s!_)onding figures for 1939 ~rc 
22. 2 percent of short- term capital ge.ins· but only 10,..0 
percent of ·net income, cnc for 1940, 20.1 and 7 .-4 . 
\Exhibit 4) . 

B. Indirect effects of 
on revenue. 

ains and loss 
er sources 

The. ~ipi_tal .. gains te.x is designed not on~;y to yield 
revenue directly, ~ut also · to prevant the ~vo1dan?c of 
other taxes. The imnosition Df a · tax · rate on cap1tcl 

- ~~ins 'S':\bstanticlly belOW th~. t· l eVied 'on Ot~er sources. of 
1ncome would give t~xp~yers a strJng inccnt~~e to conv~rt 
ot~er in~ome into cP..pi .. tal gains, . ·There D.re mcny way~ 1n 
wh1ch tilis can be done . Fbr excnipl?, corp?rat? ~~rnmgs 

. can be retained instead of being :pr.1d out 1n d1v1den~s; 
~ the consequent ·increase in the val~c of ~he corpor~t1on ' s 

assets would tend ·t 0 .... be reflected 1n the value· .of 1 ts 
capital' sto·ck.· : Tliis increr.sed . vo.lue can be reRlize(\ as 
a c~pit~l gain by selling t~c stock. 

' . . .. 
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. . Similarly, ·a S\Ocfc_ma;r ·be ~urchased e~~divideha , i.e., 

immediately afte~. tn~ paYI!lent of · ~~e 'di vidcnd, and .~o.ld- cUlll- · 
dividend at a·ga1n, 1mmod1atclJ- ~r1or to tho na~rmcnt ' of tho 
next di vi don C. . The · dividend, v:p.i ch accounts for '9art of ' 
the difference in, price, . is ·in e~·fect realized _ as~-a capite.i . 

gain •. . ~ / 
. Bonds offer additional opportunities of the s?JmG kind. 

A bond wi t_h a low coupon may be purchase~ at e. .discount and 
held to . maturity, . part .of the interest thereby being con
verted 1nto a ca::;n tal ga1n. The· --demand for bonds of t his 
type would make it pro.f:itable . for borroviCrs to issue /them... . ' 

- . The use of - devices of · this typo to a void- taxe s has _ 
b~Jcn experienced in Grc.at Britain wher e some capital go.'in~ 
are exempt· from tax. 

The liquida.ti.on of closely hold eor-mrations ;1rovides ' 
still another cxa!llple o.f how ar.. undu~y low 'capital-gains 
tax may l t, ssc.n the yiel d of other t&.xes . The ·stockholders 
of o: _profitable corporation :nay liqu'ida te· thett ·corporation, 
paying a -low fla t r at e ~apit~l gnins .t ax on any_ increase in 
value of cor::_:>oratc property or accur.mlutcC. earnings of the__ 
corpor~ ti.on. _They rne.y then trP.r.s_fer t h.:: pr,operty -r.ccei ved 
on liqu:aa tion to ~. new corp orr-ti on, and thus at ·small tax 
GOSt obtain the bcnefi ts· or C. r..ow a:ncl higher 1Rvostod capital 
Q!!-Sis .for e xc0s~ profi ~s tax purpo se s :3.nd· n · ;wr.r and high.z r 
basis foi.: d9prcciu.tion purpos~s • . \ 'i t h ~orpor".tS _ t~.xcs ~-t . 
the l evels · propo_scC. by t hl- . Trcr.sur y, t1q s ;ncthoa. of t.vo1dc.nce 
would become mor e i nti'ortr.nt t~1t1.n i t l:n.s been in tho past . 

J: 

.2. ECOHOMIC E-FFEeTS :Ji TP.E CAPITAL GAII~S TAX 

A. Eff . ..; ct on the . m·iccs of cani t i l -~ssots 
. b .L • 

- -
It is clr.ime·a that the -orcsent trcati!lcnt of ·ca-pi t d 

gains imd. lossc8 a cG<mtu:::.tcs· fluctu~tions in sc.curi ty pri.~Gs , . 
~r.olonging periods of f n.llin6 r.nd rising :.>rice ~ . T~1c · ar gument 
1s thc.t u fall in ·pric.es - is .prolonO'cd 'occauso 1nvcs~ors c.re 
encouraged to realize losses deductible from .other 1ncomc 
and a:rc . d-iscoura.gcd from repurches;ing by the t~x on short-

_ term ga1ns . Th~ Treasury proposal , by prevcnt1ng lo~se s f:o~ 
- being offso.t against". other i~come , -wo'!'ld r c.movc t he 1ncentlve 
to loss rcalizi tion; ' by pr~vi~ing a f1vc-year ~arryover of 

-,, .. 
. I 

\ 
\ 
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losses , it woul.d. remove reluctan~c to repurchase 'after the 
r ealizntion of .los~es ·since la\tt;,r gains could be offset 
against carli~r ro·ss?s • Under t:hc. Treasury propose) , ·thcr.e
·fore , thE; cP. rntal g.a1ns .tax could not contribute to tho pro-
longation of a decl,ine in securi t;r prices .. · · 

/ . 
. · It is maintained that a risQ in s ...: curity pri_ces is 

.prolongud bccr.u~e investors a re· reluctant .tor cP.lize gains 
on which they w1ll have to pr:.y the talJC. ·The effect of the 
capital gains tax on the prolon~tion of a pri~c rise depends 
on whether it merely disc·.ourl;l.gcs peopl e from switching from · 
one sccuri ty to nnother or al so discourages sc.1cs 'by persons 

- who ·wo uld npt at once buy · ~orne other s cctiri ty. ·The: di()coura.gc
ment of 11svri tchinr, 11 sales . clearly h2.s l i ttlc or· no effect o·n · 
t he level of stock market ;?r.iccs . In a 

11 
switching 

11 
sale t'he 

purchase of one stock, which tends to incr~asc .i ts .Qr ice, ~s 
r>r cecdC;d or r.c compani od· by the sale qf r.nothcr stock, v;hi ch 
tends to r educe. the pr ice of that stock • . \ . 

'· . . 
. On the .other hr.nd, to the .;;xtcnt t hat t he capi t al gains . . 

tax d-i scouragc s sc.les t.ho. t riould not. have boon follov:cd 
· promptly by rcpurch~ ses the level of tho market o.ffcctGd _, 

might be eff ected. Howcve:r, if an indi viduc.l pl c..ns ·to get 
out of the . mr.rlcG t, ·he v;ill \'{ant · to gc t out ay ncar t h0 top 
~s possibl e , t~x or no t ax • . It is clearly in his interest 
.t.o pay the tax .on ::. l q.r ger gc..in than on a smnllcr g~.in. 

As evidcncc .. the.t the c ap itr)·gai~s tax t ends to p~olong 
v. price rise , dc.. t a have been cited to the effc;ct t hr-t· 1n 
1~29 stock }?rices did not r each thoir peak in this country 
tin til some time c.f t er stock prices in Grca ~ Bri tc.in had . 
sto:rtc:'d to decline . ·This find i ng . is contradi cted by t vm 
v1idcly s.ccept ed Br~ tish stock :)rice series (~he B~n~crs .f 
Ma~azinc and the . Lo~do~ and. Car:lbr idge . Econom1 c Ser-;:1 c~) ! 
wh1ch show no subst~nt1al d1ffer encc 1n tho do.tc s ... t 1:-Jh1ch 

· . stock oriccs bc('l'e.n ·tlKir d3nrcssion declines in the two .1: {') 1.: • • • • 

C91;ffitrics . The ·Bo.nkors ' · ~:Jugazinc stock pr1~c s·?nes ·1s 
plotted in Chart 3 r.lonr wi t.h a com;,:>rchcnsl vc 1ndox· for 
this country. · Both s cri~ s roach their peak at. ::;.bout the . 
same time . · True,- both the ri-se ·r.nd the fnll i~ stock 

. prices wer e Jr.ildcr in Great Br.i t ain the.n in ~1,s ~ountry ' 
· but a s Chr.rt 4 reveals , t his \"IC.S e.l~o · true. of the m?vc:mcnts 

~ of the index of production, ~~}1i ch r eflects chr.ng(:,.s 1n gen-
eral cc~mo~ic activity. . 

... 

. 0 
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These charts str ongly suggest that fluctuat ions in 

stock mar ket prices are closely related to changes in. 

general economic conditions . ·chart . 5 gives fur t her evi

dence on this point . I t shows that changes ih· sl9ck . 

')rices in t!ll s countr y have mo?d in ·rough cor•respondence 

~'.'i th changes in national income . · 

B.- Effect on the volume of market activity 

) 

175 

"'-... . 

Whi.le . the capital gains tax may in some c ircumstanc~s I 

affec t the volume of capi tal transacti ons, it is only one 

- of many factors , and the available statistical ·evidenqe 

supgests that other f ac.tors are far more important . 

A very important factor in the volume of activity seems to 

be security prices. · 

For example , during the period 1924- ±931 when the 

norma~ and surtax r a t es remained p-ractically .unchanged and 

long- term capital gains were subjected t o a maximum_ tax· of 

l2- l/2 percent, the number of share~ traded on t he !1!ew York 

Stock Exchange rose fror.1 284 million in 1924 'to ~ ' 125 

~illion in 1929 and declined to .577 mi lli on in 1931 • 

. . The ne t ca~ital gains rc~orted on tax returns fluctu

ated from a high of $4 , 862 million in 1928 to a low of 

' $501 mil lion in 1931. ?hese fl~ctuations were obviously 

independent of . the fixe~ ca.~Ji ~al gains tax rt>.t es r:hich 

prevailed throughout the period. Similarly the volume of 

net ca.2ita.l gains reported on t ax returns increased from 

an estimated $762 million in 1935 to $1 , 456 million in 

1936 in harmony \Hth a general rise .in security prices and 

despite increase? in the r ates of tax. (Sec Chart 2) . 

C. Effects· on defense financing 
~----

Some of the witnesses have st~.t8d that the cap.itnl 

gains tax has an adverse effect on defens e fi~ancing, 

(l) because the cauital gains tnx, by depress1ng the 

111P..:ket price for c~nunon stocks , leads t_o high yields with 

wtuch the low y:ields on Govcrn1·-:tent bonds must compete; 

· (2) be Gause it re t ar.ds the sale of equi ti cs to secure funds 

to purchase defense bonds· and (3) bec B..1:1'~e it makes people 

reluc~ant to invest in -cqti~ ti'es , thus. inc:ca~ing . the 

Government ' s bur den in financing defense 1ndustr1cs. 
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The Treasury -proposal tha.t c.a.pital losse·s not be per
mi tt.ed as an offset to ordinary -~Ii.come . v:ould i:·.emovc' .· . 

. . tcndeiJ.cics· to rea.liz~ c.Cpital 'los se~ and thus · eliminate 
an:y depressing effect that sales . ~o .establish tax loss.es· 
might h~ve o~ ~he ItJ.ar·k~t. Th·e s~c?nd cdl~~entio~., . th~t 
the cap1 tal ga1ns t ax-1nterferes w1 th defens·e f1nanc1ng 

\ 

by retarding the sale of equities A or the purchase of 
defense ·borids is invali~ Increases in funds tn the 
hands of sellers wo.uld mean decreases in :funds in the 
hands of purchasers; As for t he third eontention, any 
effect on the willingness o_f inves't-ors to purchase equitw 
securities -- · and we do not agree ·that there would bQ- a.n 
advorse effect-- would.not interfere with the defense 
e-ffort.- At a. time like the · prest;_nt~ there is no !iced fo r · 

. further investment in indus tries-not engaged in the war 
·effort. In ~he expansion of the wa-r industries , on the . 
oth0r hand, the Go·.rernment must , in.·any case, bear a -l arge 
share ·of t he. cost ·bccausc of the risks . inher{(nt in the war . 

' 

D. Effects on ri..sk....capital ' · 

. ·.All taxc s influence -Gcono:;-n.i c ac t~:vi.ty; and .. practically 
c.very tax affects the willingne;ss of persor.s to invest 

. their capital in hazard·ous cnter!)risos . Hor:cver , it would . 
· not be dc sirabie for · that . reason- to do wi thoutr taxes , for 

the alternative, additional borrowing, would have wor~e 
dfe~ts .. Accorci.i·ngly th:.; question is not whether taxing 
capital gains . rcC.uccs ·t he will i.ngness to i-nvest, b:ut 
r!hcthcr t hi's ·effect is. R"rcator than i s that of the tRxes 
~mposcd on oth~r incor.1e~ The Treasury proposal is des~gned 
to assure that the effect of tho capital gains tax on ~ 

. ~nvcstnent will not. be . gr eater than the effects ·of oth~r. 
· ~nc0ne taxes . It grants special relief to person~ ·dcr~v1ng 

. 1ncomes from capital ~ gains , pro.vidi ng ~ .lower ;:uaximUlll rate 
'. on long- term canital ·gains ' than on oth0r income and by 
· providing for a" fi ye - year . carry- forwa,rd of los·scs •. The · 

Trea$ury proposal on .1osses is more generous than H. R._6358, 
which vvould prov~de~..,-for only .a two- year .P.arry- forward . 

·. 3_. - BRITISH AND CANADIAN TREATI11E·NT OF CAPITAL . GAINS 

The British ·include in · regnlar income, . and tax at the 
regular prqgressl-ve rates , gains fron · t~a.nsactions that . 
are part of the taxryayer ' s tradc ~or bus1ness . · The cxenpt1on 

0 J.: •• 

' ,. ) 
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of capital g·ains appli-es only to· :gains tha f a.rise. f om 
casual ·or i sola_ted _trans_ac~ion'S_. . Many trans-actions that 
in this country w~uld rece1 ve f.ayQrabl? capital gains tax 
treatnent are sub,Jected to the high Br1 tish ord~nary.-tax 
rates . 

· / 

. Transactions in assets that are not part' .o·f the tax
payer ' s ~ra~e or business nrc r elatively; l9ss· important in 
Great Br1ta1n and most· European coun~rics than in the United 
Stat~ s , and hence give rise to less serious problems of 
accwmulation of wealth witho~t taxation. . 1 

· The Br~ tish and·. the Cnna,dians, who f ·ollow the British 
lavt, have found it extrer.to·l:Y di~ficul t tO draw t he line be
tween . taxa·ble ·and tax- exempt gains from. transactions in 
assets . A~ examination of Britis~ cas ~s illustrates this 
point. (See Exhibit 5) ~ \ 

A severe indictment of the British fornula for the . 
treatment of i ncome from transa·c-t-ions in as.sets was made ' 

· in . the r c~ort of the 1920 Royal Cou~ission. (?ee ~xhibit 6) . 

Professor Robert Murray ·Ha ig of ColTh~bia University, 
a leading authority· in th.; f i eld of taxa tion,/ who has made 
ex t cnsi vo studies on· the spot of capital ga:in_s taxation in . 
E~glan~. and other European countri es , . in a .serie s of articles 
on the t-axation of.' capital gains , . . published in t}:te Wall Street 
Journal in .1937 ,. r eached the following conclusions . about the 
British tre-atment : · · · 

"It ha:? .bcc·n shown: (1) that . th<:. . excnption. 
of cr.pi tal gains in Engl'and is f a.r more na·rrow than 
it is COilliuOnly conccivc·d to be; (2) that t he partial 
exem!?tion o£: eap·~ .b.l gr..i:p.s under their law involves 
draw.inr; ri.n .r:rbi trary line betwc.en taxable and e~cmpt 
trr.nsacti ons wi t h uncer·tain· and · inc qui tabl e rcsul ts· 
?.S between i~di viduals in substantially similar 
circu.rastances; (3) thp.t the British themselves are 
far from satisfied with their formula, a: Royal Com
mission having ~o-~e so. far as· :to doclo.re tho. t it 
'cannot bc . just1f1ed'; (4) that the formu~~ plnc?s a 
prcmill!'l Qn the transformc. tio~ {)f tax~ .. b.~e 1ncomc 1nto 
exerapt capital gains a urem1um· sufflc1e.nt.ly sub-

. stap.tial to . gi-ve ris~ to~· tax o.vqidanc.c and loss of 

/ ... 
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~n \ 
·.r? venue. ln s pi!"' of Eng lar.d 's sup~ r i or -admin i ~ t,r a- . 
hon and ~or h1ghqr degre~ of taxpayer co- onere.ti'on · 
and ( 5.) that .the· ·devices for t .a.x a.voidance ~aus·c . ' 
investor~ to b~y and. sell securi ti.es· at 'unnatural ' 
~iines , . w1 th consequcnpes for ~he : :na.rket th~t. ·nay be 
cxpecte~ to be accentuated, ~d.er .American cori,di tions." 

4. CONSIDERATIONS. OF EQUITY. 

A. The taxation of gains a.t.,p~og~essive r·ates : 

H. ~ · 6.358 w?uld ·~o:nplctc1y . abandon. the principle of · 
progress1ve taxat1on w1tn respect to ca?ltal gains of in
!lividua.ls! 'Such e;ai.ns would be tr.xcd o.t .a flat .10 Derc·cnt 

. rate at · thc same ti~e that· other income, under the Treasury ' s 
· proposed ra t c schedule for the irii i vidunl in cone tax, vtould · 

be taxed at rc..tc~ the.t ::tight r oach 90 ?crccnt. So gr eat e. '. 
discrimination in ·rc..vor of cai_:li tal e;e ins iS\ ind.:.fensible~ 

It has beer. m'lir: taincd thr, t th~ · taxv.tion of short-· 
t erm capital gc.ins at progress ive r ntos i~ in~ffc cti.ve , 
because the . hiGher ir:cJ~!fc. groups r.Jt.!.lizc no sh<Ht- t orm 
cc.p i tal gains . Tha d.a b. for . returns with not inc·:>m<: 
sll!lll1larizod in Exhibit 4 r efute this co;1tcntion. In all . 
three years· for v;hich data 6.rc r;i vcn for r etu'l'·ns vii th n0t 
inco;1o , thc:rc .wc.s conccntrr.L·d in cr.ch inco:!lc cl:::-.s s between 
$5, 000· r"pd $l , OCO,OOO n lar~ger pcrconto.gc o.f the; short- term 
gains than . of the· ·aggr cgc, to not inc one . · The in~omc· . clr-.ss .. 
fron $100,008 to $l·,Q00,000, for· ex{'.np1e , r c_?ortcd 1n 1938 
only 2. 5 percent of r.ggroga t c net i ncome , but i t rcpo.rtcd · 
6. 1 per~ent of net short-tcr~ c~p itnl gQi ns ~ad 27 . 3 per~cnt 

... of nat long- t orn e".pi.t o.l e;r~.ins. ·The only c. xcc!Jti?n wc.s in· .· 
tb~ Y.0r.Y· highcs.t i ·ncome· clr.ss , .$1,000,000 o.nd over, whor ..; 
the per.conkge. of shc;>rt- t c rm . cr.p i bl g~rins in. 1940 ' :m.s the 
same r..s tho porce'.ntr'.f:(e· of net income, nlthour,h cons1dor ably 
less in 19?8 r-.nd 19~9; this :nny be. exDlr. i~e(l · ~y th~ hc~.vy · 
concontrabon of net lonO' ... term cr~p 1tnl gr-_lns 1n th1s 1ughost · 
in:cOiilC cl~.s.s . It is clGC.r from this Exhibit .thr. t ~. r cl~ti vely 
larger nt'.rt of . short- term cr.ni tr.l gRins · thr.n of ordinr..ry in
come. is" t .c.xod at progressivo""r~te.s. in the niddlc r.nd higher 
brr.ckets . -- . . · . 

B. The distinction· b;twoen short-tern and~long- tcr~ gains 
..;;,.__~.::;::..~:::.=~~--- -- . . -, . . . 

Gains on assets· b.cld less than a y ::;ar ar0 .as cl!rront 
as other typ8s of .income e arncd ·C-uring. th..:. -sa.":l.c p<:. r1od. 

. . . } 
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A large part·of ~uoh short-term gains is derived fr m 

specu~ati:rc activity •.. . Spccula~id~ i? a way of securing 

a liv1ng 1n whole or 1n part. Th1s 1nco~c should be . 

treated exactly the same as . t he inco~e : of a merchant 

a la~zyer. , or a wa:ge . earner . There is· no justificati~n .for 

giving it th~ favor.ed treatment )hat it would receive under 

·H. R. 6358. 

The objection has. been raised to ,the . Trea.sury' s pr'o

posals that they discriminate agaJnst speculation ~hich 

serve's a useful economic function. Th~ Treasury provosal 

- would not .discriminate against such inco~e; it woutd · 

-merely subject such income· to taxation at the s~:tme rates 

as -apply to all other types of income . 
. . 

The major re ason for differentiating between long

term cPpi tal gains and sh6rt- ter;n capital ~a ins is that-. 

the for1:1er may accrue over a period of time-, but are in

cluded in a single year's i ncome f~. tax purposes . The 

concentration of the capital gain into the year of sale · 

·makes the tax hi gher than it would have been if the gain 

had been t~xed as it accrued over the years. ~his is the 

reason for tfie special treat~ent of long- term capital ~ains 

und~r the present law and for the Treasury recor.t"l'tenda hon 

that long- tern gains be cut in half before being included 

in -taxabl~ income or, at the O!?tion of the taxpayer, that 

the actual a;nount . of long- term gain be subject to a flat 

rate tax o( 30 percent . · 

There is , of course , no exact dividing line. be t~een 

long- and. short- term ga'ins. It is set at 18 mon~hs :11. t~e · . 

present law, and the Treasury recomnen~s that th1s d1v1s1on · 

be continued. - Gains on .assets held for l year, or less , 

raise no accrual problei!l and hen.ce are clearly short-terr.1 

gains; gains on assets held for exactly 2 years , or illOre , 

raise an accrual oroble;-;t and hence are clearly l.:mg- teri:l 

gains. The propo~ed 18 months divi'ding line approximates 

this di visbn. 

C. ·The rate on long.:. term g-ai:rts 

. The present alternative flat rate of l5 percent on 

long- term capital gains of il}dividuals was enacted in lD38 

" , .-
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when surtax rates were .uuch lower t han they ·now ar • 

Further incr.eases ~n the surtax ra te.s have . been re.9 m

mended by the Tr~asury . The ~ax: on c~pi tal gains .should 

increa·se alone Wl th the tax on other 1ncome. If an 

alternative rate of 15 percent was appropriate in 1938 
it is far too low today. The Treasury reconmends that ' 

the alternative effective rate be. raised to 30 percent: 

. This will bring the increase iiVtax on capital gains 

approxinately in l .ine with the increase in tax on other 

.income . 

D. The segregation.of loss~s from other incone 
' 

_ Bot~~· R~ 6358 and the Treasury's reco~endations 

would ellliuna te th: pr;; sent deductibility of long- term·· 

losses fro:11 other 1ncoue -- H. R. 6358, entirely ; the 

Treasury pr oposal , with respect t ::> ar;tounts in excess of 

$1,000 . The reason for t his sucgested change is that the , 

privilege of offsetting capital losses v1it{l.Jut limit 

against other income permits taxpa~ers to tine the reali 

zation of losses to their ~:mxil'!lU."J. advantage. This is 

prejudicial to the revenue and disturbs the ~ar.ket by 

inducing tax sales . 

In recent years , taxpayer· s have sold a substantial 

volume of assets resulting in long- tern capital l osses 

which, under the present law, wer e per;.u t ted to reduce tax

.able income fro~ other sources. The statutory ~~ounts of 

net l~ng- term capital losses and gains for the period 

1938-10~0 are shov-m ln.Exhibit 7. 

E. The carry- over of losses 

' 

H. R. 6358 would pcr~it a t~~ -year carry- over of losses ; 

the Treasury proposal v;oul d pcrr.li t a. Jao re liberal five-year 

carry- over of losse~. 

Since the reco~acndation that ·capital ·losses b~ .d~sal
lowed as an offset to other incJne is nade because 1t ·lS 

possible for taxpayers to tir.w capital losse~ t o their 
naximum advantage , r ather than because capital losses are 

not a pro~cr deduction, it is dcsirablc.t~at th~ carry- . 

~ver of losses be as gencrvuS as is aa~n1strat1vely f eas1ble . 
·' 

\. 
_) 
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Taxpayers raay. not b~ in a P?si t~on to. realize caprta 

gains within a two- yea: p~nod a~ter huving · suffere. .a 

capital loss . By p~rm1tt1n~ a ~fl~e-year carry-over t he 

possibility of a cJnplcte d1sallow~nco of losses because 

there are no gains would be gre~tly ~inimizcd • . 

. Available data ~n the carry~over of short~ term 

l ossri s under the law in effe ct since 1938 show that t he 

unus~d short-terill losse s are lar ge ly conce~trated .in the 

net inco:ne classes under $25, 000. Thi's indicates thnt 

a strict li~itation of the · carry~ever ncriJd would dis

crbtinc.te against the rclctively lov:cr~inco::1e clus s,es-. 

· F. Ca'Ji tal gains arising fr o·m changes in t he zene.ral 

pri ce l eve l 

It i s clairacd that capital gains sh,:>uld be given 

s~e cial treatment because they nay reflect,a general rise 

in the prices of a l l assets and eJods . The arguuent is 

that such capital gains do not increase the ·value of any 

one taxpayer ' s assets ·relatively to t he assets .Jf an:->ther 

taxpaye r, and hence do not increase. his econonj.c p,w!cr or 

tax paying llbility rel atively to those of other taxpayers 

with substantial amounts of property~ 
/ 

Th0 pr Jblem raised by gener al price changes i s not 

restr i cted to the t ax treat!:umt of capital gains and 1:->sses . 

General ~r~ce ' changes also increase :->r aecr0asc othe r kinds 

:)f incorue and COn3e.que·ntly the tax wi th respect b them . 

·without there havincr been rcaliz ~.: d a c.)rres'JJnding increase 

in econowi c power . oBusiness pr.Jfi t s and l osses arc oft en 

largely a r efl ectiJn ·or changes i n the general pri ce lc-yel. 

Even wage increas~s whi ch, due t v f ixed per sJnal oxe~pt1on 

and pror,r es sive rates , are subjected to r~gh~r · effe ctiye 

ra~e~ . Jf tax Day :tot represent any in·creas.~ ~n tax pay1ng 

ab1h ty because increases i n . the c.Js t of 11 Vlng ar e equal 

or grc:1ter ~ If. we were t o ad just . ~ur ta~ b .ws tJ ::l£C~ ~he 

proble:.l for tha t f racti on .Jf ca·ntal ga1ns 2.nd losses a.ue 

to general price change , we shouid be o bligcc. in justice 

t o meet it f Jr tht) other forns of i nco:rrc and lass al so. 

5. SUJ.~JARY 

· ·The · Treasury's analysis .leads to the follo·wing con-

cl.usions : · · · 

, 
' . 

, 
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. . . . 
1 • . The enactment of H. R • . ~358 would result in· a· loss 

in revenue and would . fa:cili tate :{;aX' avoi.dance . 

2. The Treasury proposal would eliminate a:s crffcc- . 
tively as H. R. 6358 .·any· prolongatbn of declines 1.n 
security pr-ice's due to taxation, ~incc both proposals 
segregate capital losses and provi.de for a carry- over of' 
such losses . · . 

3. · Factprs other than the c.aPl tal gains tax ar~ ):he 
maj:Jr deterraihants of the volume of market activity., 

· 4.- There ~s- no basis for the claim that the capital 
_gains tax interferes with the _de fense of~ort • 

. 5. Great Britain and Canada do not C~r.lpletely exenpt "' 
capital gains and losses fron taxation; ~heir procedure 
cannot be recorohlended .for this count~y • 

. 6. The taxation of capital gains at a lO .ncrcent· rate 
cannot be jus:tificd when other income 'is t o be taxe-d at 
r ates up to 90 percent . 

7. Short- teru capital gains do not differ from 
:)rdinary inc-orne . in any respect entitling them_ to rccci vc 
fc.Vored ·trcatm0nt. 

8. · Long- teri·a· capi. tal gains r equire special treat;ncnt 
because they accrue over a period of ·years but are taxed 
in a single year. 

-. 

. ' 
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Estimated total net capital gain ot 1nd1v1duale 

·and · taxable .t1duo1ar1ee'. t1l1ng Federal 
income tax returnet 1934:4o 

and stock pr1oee ·. · 

/ 

. Estimated . 5took P~joe . . . 
: · total net : index ..... 

Calendar : oap1ta1 gall\!/: (1935-1919 
year : ( fl! 000! 000 )'-- : =· 100 

1934- 340 76 .6 

1935 762 S2.9 

1936 1,4-56 117.5 

;1.937 661 11~.5 

193S Sl7 \. SS.2 

1939 643 94-.2 

194-o 649 SS.l 

Treasury Department, .~aroh 25r 1942 
D1v1s1on ot Tax Research 
. . 

1/ Representing estimated actual amounts bef9re 

appl1cat1on-ot the statutory peroentages, 

reported on all returns by individuals and 

I 

taxable :t1duo1ar1es, .including individual , . 

returns with no ·net inoome. 

~Standard and Poor's index o:t 4-02 industrial, 

ra11, and ut111ty stocks_. 

,. 

) 
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. . . 

Net short-term and actual net long-t•rm caplt&l galn 

ot individual~ ~d tazab;te ~lduoiarlee; 19)8-4o y · 

.Year 

1938 
1939 
1940 2/ -
1938 
1939 
1940 

(Amounts ln million• ot dollars) 

Net 
abort-term 
capital 
Sa in 

' / 

Xctuil net· 
long-term 
c~ 1.tal gain 

. : ( ea.t1mated) 

Amounts 

160 
175 
123 

Percent 

so.~· 
'72.8 
81.1. 

.. . 

\ 

'rot &I 
actual net 
caplt~· gain 

(eatimaied) 

100.0 
100.0 

~ 100.0 

Treasury Department, Division ot Tax Research Karch 26, 1942 

! / .Actual .net long-term capital gain before application ot the 

statutory· _percentages estimated· trom statutory amounts re

ported 1n Statist1oa ot Income. The returns co~ered . ln

olude individual r eturns with no net 1noome. 

E,/ Preliminary, .· 

.· 

/ \ 
.. 

} "\ 
\ 

) . 
. . ; -
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Exh1b1t 3 

) 

~85 · 

stock pr1c~~· estima~·ed ·net revenue from tax treatment ot ·capital 
gains and los.-es of 1nd1v1duala a)ld ,taxable f14uc1ar1ea . tax· 

11ab111t:1 on other 1no~me, and _total .. t 'ax l1abil1tJ, 192~1940 J/ 

Calendar 
years 

1926 
1927 
1928 · 

stock price . 
inde·X 2/ . 

(J.935-1'9'39 
-100 

105.6 
1214-.·9 
158 .• 3 
200·.9 
158.2 

' ./ 
:Estim~ted net 
: reven\le from 
:_capital ·gains 
:and losse~ .#/ 

· . <In . . . 
225,485 
296,879 ' 
.576, 001 
420,971 
-15,226 
-89,001 

:Estimated tax·: T·otil 
: l~ab111tJ :_. : tax 
: <on pthe~ . :liability~ 
: income :!V :. , 
thousands of do.lia:ra ) . 

500,990 -73~.475 
533.760 8]0,639 
588,253 1,164i254 ' 
_580, 967 1, 001,93.8 
491,941 . 476,·ll5 
335.~28 246,127 

.1929 
1930 
1931 
1932 
'1933 
1934 
1935 
1936. 
1937 
1938 
1939 
1943 ]/ 

.99 -5 
51.~ 
67.0 
76.6 
82.·9 

-79,917 
16,167 
17, l.97 
85, 257 . 

409}879. 329,962 
' . 357, 953 374,:120 

494, 203·· 511, 4oO 

117.5 
1~7.5 

88.2 
94-.2 

. 8S.l 

201,941 
58,l,S8 
5~,873 
2 ·' 9~5 12,SoS 

572,182 657,439 ' 
. l, 01'2, 076~ 1, 214,017 
1, 083,381 1·, 141,~69 

712,960 765 ,833 
901,699 9.28,'694 

1,481,211 1,494,139 

March 26, 1942 Treasury Department · 
D1v1s1cn of 1a~ ~esearch 

! /' The estimates are ~estricte4 to returns with net income,. ·including · 
howe,er iri 1938-40 taxable. det~ci t retu~ns. Estimated net ·re,enue 

. from o_apital gains and losses is the difference between a) to·t~l · 
~ax 11~b1lity under the provisions of the · p~rticular: reve~ue ao~ 
applicable to e·ach. specified income year and b) estimat~d tax 
11abi_1ity .on other income · if capital gains and losses had be.en · 
en~irely excluded trom the tax. computation. . · . 

Y ·sts.ndard and Poor's index· of. 402 industrial, rail, and ·utility 
·.stocks. ·· 

J/ Prel1minary. 

~ Division of Researoh and Statistics. 
\ . 

.• 
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Exhibit 4 

l'ercent distribution bf. net in¢om~ ~laaaee ot ' 
· a l net 1ncom~ , 'b) n~t .ahort-te:rm cap~tal g.aln , and 
c ) statutory net . l~ng-ternLc&pital · gain ot individual 

and taxa~le fiduciaries with n~t lncome ,_ 1938-194<> · · . -

. . 
Net 1ncome -cl asses 

(I n .thousands. 
of dol,1ars )· 

Under 5 
5 II 25 

25 . " 50 
5!» - II 100 

100 " . 1, 000 
1, 000 . and over 

All returns v1 th 
net income · 

Under 5 
5 n 25 

25 II 50 
50 II 100 

100 II l ,OpO . 
1, 900· and over 

All r eturns ~1th 
net i ncome 

.Under 5 
. 5 II . 25 

25 It 50 
· 50 " l Ob 

100 " . 1,000 
1., 000 and over , 

All returns v1 t h 

.. 
' . . . N.et . 

: · income . ' 
• I : . 
~ 

61+.0 . 
........_ 

~·0 
2a.6 . 2' 

2:~ : 11~0 
~ . 6 

2 :~ .1 
.l 

100.0 100~0 

lli2 '· 

.6a~6 . ~1. 5 
2 . 4- 6.~ 

4-.7 N . 
2. 7 a-9 Z.) .6 
.3 .1 

1_00. 0 . 100.0 

· 194-0 . (..Preliminary ) 

75. 4- ~1+ . 7 
17.2 5. 2 

J .4- 10.2 
1.9 4-.9 

- 1.8 4-.7 
.3 .3 

\ 

I 

100. 0 

21. 4- ' 
3J.1 
12.4-

9. 4-
1{ . 1+ 
6.3 

100.0 

net 1noome 100.0 100. 0 100.0 
f rea·sury Department Dlvfslon. of !'ax· Resear~h Rarch 26, 1942 

) . . 
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Exhibit. 5 

Treatment ot capital gains and\ losses under the British 
·and Canadian inoome tax 

The Canadian income tax law is based upon the .concept ot income 

as developed b1 English common law. -"'n general, i .n both Great 

Britain and Canada gains are included in taxable income only it the 

taxpayer is· l.leld to be carrying on a trade. Ga.ins r ·rom casual or . 

isolated transactions are not taxable. The . .followihg cases, cited 

in the Canadian Tax Service ot Commeree Clearing House, .Inc., 

illustrate the d1etinction attempted. . The qases also ill~strate 

the great practical difficulties encountered in drawing ~he distinc- 

tion-betw.een taxable. and tax-exempt transactions. 

~~~~~~~~~~O~A~-~0~·~4~1~. The House of Lords held that 
a syn ca e or the purpose of buying two 

rubber plantations were not taxable on the profit derived from their 

subsequent sale . to a ·company which was to devel~ them. The· bas1s 

of the decision was a finding ot fact that there was no scheme of 

P.rofit-mak1ng by means of buying and sel~ing properti~~; this was 

an isolated transactipn and there wa~ no evidence to establish the 

contention of the Crown that the four men were eng~ged in carrying 

on a trade. -

3. Californian Co 
T. • • s company w_as orme n or e purpose o 

acqu r ng m1nes and in part icular certain specified mines in 

California, with powers inter alia to sell the whole or part of 

the undertaking aqd to promote a company for acquiring from it the 

Whole or part of the undert.alting. In 1902 it sold part of ita 

undertaking, and then in 1903 sold the balance • . A profit was .made . 

on the whole deal. Held -- that the surj>lus so realized was profit 

or the ·company ainoe-rtwas made in the course of business • 

.' 

, (' 

\ 

_) 

·. 
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Em1b1t 6 

statement of the Br1t1a~ )RoJ.al Comm1aa1on .on th~ . Inc~m~ ax (1920) · 
w1th respect to t~e treatment ot _capltal ga1na ·and lo aea 

\ 

•86. There are many categories or tranaactlona the profits ' 

ar1s1ng rrom which seem, t9 ~he ordinary min_d; eminently ·proper· sub

Jects tor Incom.e Tax, although they .are not at ·present ··charged· 

because 1t cannot be suoce"stully aaser~ed that they are •annual 

protlt&.' There. are cases where a persOn may deliberate-ly' set out 

to make a p~f1t, may qul~e properly treat hls protlt as ·income and 

spend 1t as lncome, his t _axable capacity may be undoubtedly greater 

because of the result of his venture: h1s ga'1,.na ·m&l even be the 

reward of &er.vlces rendered, but yet h1B'-prot1ts may entirely escape 

Income Tax under the present l,aw~" · 1 . 

ttgg. . Several witnesses have c.alled· our attentlon··to the . 

1b111 ty and the des-1rab111_ty of increasing the revenue by widen..: . 

1ng the doors or the tax so as to admit· profits which at. present are 

not regarded as assessable income. We . ar~ s~t 1sf1ed that the ·narrow 

scope of the existing charge cannot be Justified and should be 

enlarged. We feel very· strongly that at a time life the pres·ent, 

when taxation is nec..essar1ly high, to allow whole classes of some

times highly pro_f1table transactions to l1e_.outs1de the ,r,ange or 

the Income Tax, on the narrow technical. ground t~t the resulting 

rotits are not of a recurring character, should no longer be per-

11tted, and we have been made aware that the existence of tbls 
1s :t'el t to be a real grievance by other taxp&lers whose

are taxed to the full ••••• " 
' f 

•90. In general we consider that such powers should be given 

by law a.s. would enable .the taxing author! ties to deal wlt_h any oases 

of casual or nonre~urrlng·: profits arising from a transac_tlon that 1s 

prlma facie a prof~t-se~~ing business transaction, since on the score 

ot equity practi.cally ·nothing can be said for the present exemption 

ot these profits. Profits that arise from ordinary ~banges of · 

1nvestme~ts should normally remain out side ·the scope of the tax, but 

·they should nevertheless .be charged 1! and w~en they constitute a 
r~gular source o.r J).rof'i t. · 

· "91. We are or oplnlon that any profit made on a transaction · 

recognizable as a business transaction, i.e., a tran11actlon ln whiob 

the subJect 'tilatter was acquired with a view to prof·it-seeki~, should . 

be brought within the scope or the Income '!'ax, and should not- be 

treated ae an accretion ot capital ·simply becau~e the transaction 

11es outs1de the range. or ·the taxpayer's ordinary bu~1ness, or 

because the opportunities or malting sue~ profits are not likely, in 

the nature or things to occur regtilarly or at short intervals. Any 

SUch chargeab111 ty ehould of course extend to the prot its or Joint 

•enturee. We further consider that profit · ~ising · by way or remunera-

OP consideration -for aerv1cea rendered or to be r~ndered should 

ID&de liable in . all o•aea and employers and other persons should 

required t;o make a retur~ ot any' au~~ p8JmefltS." . c . 

. ·. 
_. . \ ' I 

\· 
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•94. There· reraa1na ~· queat1on. ot tbe treatment . ot leases 

incurred in that cl~·· 0~ enterprises vtl1ch, when theJ' result in 

rorit ; we ccnsider should be brought 1f1th1n the area ot taution. 

~n countrte.s where proti t41 ot this nature are tazed, allowance 

(1! any·) for losses is generally granted only against · R.rot1ts ot the . . 

same ch&racter. For eDmple, · a loss ot this ' d:escript,.on incurred by 

a ·salaried person ia not set ott agamat'the assessment on ·h18' salarj". 

so long as- 1-t is -proYided tha.t the loss can be set ott against . 

profits arising trom similar· sources, there .is, ve think, 'sutticient 

ason· ror .this limitation; ve consider, · ror example, that losses 

rrom speculation in investmen~s ~hould not be eat ott against 

ord1n.ary tracUng .profits, salary ,. or ~ividends ; but only against 

subsequent profits from such speculation... When we come to deal with 

the basis tor assessing protit.s under Schedule D it will be round . 

. that we suggest. the carrying forward. ot a tracUng, lcss tor a p'eriod 

of six years. As any casual profits or the kind we are considering 

v111 tall to be assessed W)der Schedule D,' ·that recoDUDendation ae to 

.the period -tor caruing torward losses ·1f111 naturally IY)ply to ·these 

oases.• · 

Source: Report Qt the Rojal CoDUDiseion on the I!'loome Tax, 1920, 

p·ages 19-21. 

, . 
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r Exhibit 7 

Statutory net long-term c'apital gain and loss on returns 

of ind i viduals and t a xable fiduciaries, . 193g-4o 1/ 
' 

· -
(In millions .of dollars) 

All returns · ~ : .Returns w1tn net Income 

Calendar 
year 

: Net : Net --:--- ; --- -wet----: - ·Net : 

: long-term : long-term : Balance~ long-t~rm : long-term ~Balance 

: cap1 tal gain · : capl ~lll lose: :· ca_pi t .:..l gain : capital l oss: 

1938 

1939 

1946 2/ 

Aggregate 1938:-40 

Average 19~40 

" 

331 

13~ 
. 

265 

832 

277 

5g~ -257 
/ • 

46g -232 

545 -2go 

1, 601 -769 
. 533 -256 I 

325 ° 396 -71 

230 311 -87 

261 3g9 -128 
I 

g15 1;102 -287 
' 

271 . 367 1 -96 

-:::!reaauey CDepartment , Dlvls l on or Tax Research - --;- --- - - . . February 10, - "191JZ 

• 0 

0 

Source: St at1at1ca ·ot I ncome. 

1/ Statutory amounts 
-gj Preliminary . 

. I 
../ 

I'} . 
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·NET REVENUE. FROM CAPITAL GAINS irAX 
AND STOCK PRICES. JEARLY 1918 ·~ I ~ . 

ARS DOLL 
Millio ns ~ 

. DO LLARS 
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' 
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'I -
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_ . STATUTORY . NET CAPITAL GAIN 
AND STOCK \PRICES •. YEARLY '1918 ~ 940 . 

\ 
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INDEX ·oF sro·CK ·PRICES, U.S. 'AND_ K. 
· .Monthly, 1927·~· 193f .. 

' . ' . ·19 9 .· 

-
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INDEX OF PRODUCTION U.S. AND U.K. 
By. Qudrters. 1928-1932 
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TOTAL. NATIONAL INCOME 
AND STOCK PR.ICES. YEARLY 1918 ~ 1· ~ 
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Statement ·o~ . Randolph _E • . PaUl , Tax Adviser 

. to the :Secretary of" the Tre?-sucy, 
Before the Ways ~d Means Commlttee 'ot the . 

Hous·e of Re1'resent~ti"'{es on Mand.~tt)ry Join~. n~tur-ns 

March 30 , 19i12 

The question of requiring husband and wif-e· ~7-ho are 
living together to fi_le a jo int return and compute· tfie . tax 
upon their combined net incomes ha~.._been 'fully de'bate.d. 
over· t:he past year . The Tre~sury Department ha.'s given· . 1 

careful study to all ~spects of .this· ·question . It has, 
1 

re~ched the condlt[sion_ that a mandatnry joint return pro
visiol'l:, · applicable· to all income of hu~band .and wife who 
are livi~g together, snould. he enacted into lRW. · 

OTHER MA11TERS PERTAINING TO FAMILY INCOlliE 
. \ 

In connection with. our study o_f -tt1e taxation of family 
income, we have re ~exarnined co.refu:!.ly the entire p.roblem of . 
the exempt ions and cre<li ts allm·ted_ under the income· tax for 
the pur"?ose of taking int0- account the family stat~s._ ·_ In 
view of the incPease s in te.x re.tes _which the present ·-s itu
atio~ has n~c~s~ito.ted, ~e f~el that in som~ respects these 
exemptions and credits· are .now inadt:ouate. We therefar,e· 
suggest to the. Comm~ ttee that to achieve e more equitable 
distribution · of the tax burdea, it w9uld be d~sirable to 
enact the follqwing c·ha.:1.p;e s: 

. 
l . M.edica.l Expenses--A O.ecluct'ion should be all(')wed. · 

for extraord1nary med1cal expenses that are in exc~ ss of 
a 'sp·ecified nercentaqe of the fa..rnily is net income. · The 
amount allowed unde-/:>.suc'h a ded-uction should, hmvever' be ' 

_lim~ted t o s_om~. specified -me.ximl:lffi amount . 
• • • t • • • • • ... ~ 

· 2. Credit for .Depe?lO.ep.t Children--Th~ cr~dit -~~r 
~ependent ch1ld.ren should be. rev1sed l:o allow a cr.edl t !~r 
child~en betweeru the ages of 18 and 21 who are in .attendance 
at school. · · 

3 Income --~~ere 
\ · the . wif e ~;:.;:.:::.::.:~;..::..~.::;:;:.~...;:.:~:-::--::;.;;rr~~;,-Mo~u~se;;;ti0l d · 

expenses aPe pre ~e~t ~here 

3Q-89• 
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.( 
the wife .is abl e t0 deYote her full. time to the mainten~nce 
cf the home . For this reason, it. is suggested that an 
additional credit be provided · as f ollmv.s: ·· 

' ' . 

There should. be allowed as a .,eredi t · against-. the 
tax upon the family an amount equal to 10 pP.rc~nt 
of the v1ife ts. earnings . Such ·credit, however , 
shoulC. not exce·ed $100 . · · 

........._ . 

A similar. credit should be allowed where a ue rsont 
occupying th.e status of he.ad err- the fc.mily, · such' 
ES a wid~w , works . 

.-
- cOo-

\ 

' · .· 
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.· 
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TO 

·TRE~_SURY DEPARTMENT . 

INTER OFFICE COMMUNICATION · 

. ) 

' ' 

1.98 

I. 1942 

FROM 

secret~ry· Mo.rgen·thau 

George Buffi ngton ~· 
/ 

, In accordance with your suggestion , I intervie~ed 
·company officials l ast week at the Federal Res~rve Banks in 
the following cities: · 

·~ 

.Boston, Massachusetts 
De~roit; ·Michigan 
C_l evel.and , O~io 

I 

1-!r. Abbot lUlls accompanied me to Bos ton and was 
nr esent at the interviews t here . He t hen went 'to St. Louis 
a lone to conduct similar discussions in order . to make 'the find- · 
ings in all tour d-istr.icts available to you promptly . 

. \ 
- . There i s being prepared a detaq.ed account of the 

findings _in each of the four cities . _Wi thout excepti.on, corpo~a
tion officials are r eady and anxious to cooperate wi'th the pr o-
gr am to finance the '"ar. · · 

I n many i nstances the indus t i!iB.l · companies holding 
idl e cash. balances have l-arge \var contracts and 1 t ;.s expec.ted · 
much of 'these funds 1-rill be required for working .c apital. Gen
erally~ _ insurance companies and other financial institutions, 
other t han hanks \vh.ich were not intervie'ITed , regard the tap , 
i ssues as suita~le media tor investment . Life 'in~ura.nce companies 
are striving to earn tne 3% guar antee to policyhol9-ers but t here 
appear.s·to be room in most portfolios for expansion in hol~ings 
of Government sec uri ties . · · · 

~lith one exception , the people i nterviewed in · Boston 
expr essed the hope t hat some means could be devi sed to eli minate 
t~e necessi ~Y o·f padd-ing subscrip-tions- f or .Governl!llent iseu~s . 
F~nance committees are 'being asked to approve exce~sive s~oscrip
t i ons to secure r equired a llotment s . They all rea lize thes e 
commi_t'ments may become hazardous . - · 

: The automobile i ndus'try in Detroit h as , some idle cash 
out defense contracts appear l ·i kel Y to absorb much 'of these !.und_s 
after Jul y 1 , 1942. A substantial part · of their inventory in 
pr oces s is f rozen. The companie s interviewed r egard stocks of 
Itew cars in dealers hands as.· a contingent _liabili. ty • Final 
liquidation of new cars will ease the situation however . As an 

.• . 
/ 

. ' . 
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offse t · t here is a lag of thirty days or more· in p~ents ' e:.. 
cei1fed 1 fr()m _.the Gove.~nment on. ~ome con~racts wher~as automo ile 
manuf acturers have been accustomed to receiving payment in ' ~sh 
for ne•-t cars s9ld. , · · ' -

The situation in Cl·eveland seems to .be· much ti~ter 
than i n. any of the_ other , citie-s visited. lilost pf the companies 
interviewed hav~ war oontra:ots . and a nwnb~r o~ the·m are bor.row.,;, 
i ng at gresent OJ;" wi-ll require bank lO'Ms in the fut~r.e. · Sev
eral of the. steel companies in the Ohio district will require 
addition~l bl ast furnace capacity .this year. 

Whi_le ' it may be early to deter..Jll,ine · t he effectivei+-es s, 
of t he payroll eavipgs plan, several people i ntervie\·led ex- · 
oressed disappointme~t in the· ·results j;o dat e. · it appears -t hat 
much of _ the idle :funds _estimated t;o b e available -in certain in
dustr ies i~ 'being abso~bed by h i gher taxea and· hi gher labor _· 
c.os t s . The opi nion was express ed t ha t if earni ngs of these 
companies ar e to be re·capt ured by t he Go:vernment t o finance 
t he- \o~ar effort , a more intensive drive 'wi ! l oe required to .in-

. crease payrolJ:: s av1ng!3 • . \ 

, _ 
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MEilORANDUM FOR THE SECRETARY. 
- ) 

\ March 30 , 1 942 . 

. / 

· General tax l et ter s still l ead in the number · of ·those 

received, commenting on matter s of current interest . The 

ratio advocating the sal es. tax is 30, as against 13 pro-

. testing- it . The rat io in favor of a--withholding- tax is: 

5 for it , and 2-against . I 

- Anti- labor letters of various types including - tax 

the Unions , no strikes , etc . - are in the rati o of 12, as 

ag~inst 6 on the subject of economy. The latter , however , . 

are the most.viol ent in anti-Admini-stration· feeling of ~ny 

that we rece1ve . \ 

There were 4 letters from small in~ome taxpayers . 

thanking the Secretary for his statement in regard to 

lower bracket taxation. ~ 

· 6 letters and a number of staten;tents signed by te1e

phone employees in regard to taxation on pension~. 

_There_ were 4 l .etters of protest against joint returns, 

and 1 favor~ng_ the Administration' s ~tand on .this matter . 

There wer~ 5 protests against the advantage ~eing 

taken by small loan compan~es of the need to pay 1ncome 

taxes . There were 3 complaints from men who had endeavored 

to· use Tax Anticipati'on Notes in connection with income tax 

payments for their wives ; and several compla ints of the 

cumbersome method of crediting these ~otes , and request~ 

for simpli f ication. 



~ 1 

) : . 
The f orm l etter ·asking whether bUyers of Bonds would 

increase ~heir hol dings i f ' the limit on Series F and G were 

raised, brought i n a gr eat flood of r eplies . ·· In al most 

all cases , thi~ was hailed as a progressive move. ·Sum

maries of the returns are doubtless being made in the · 

proper office , but the following quotations may be of 

interest: 

B. N. Carvalho , President , Metropolitan Fire Reassuranc~ 

Co. , Hartford , Conn. ** * ·This Company would be very in~ 

terested in buying ~ore :than tP.e $50.,000 of these Bonds if 

the limit were raised . We would use as funds for such 

purchases , cash we have on 'hand which ordinarily we ·keep 

in ·-specified amounts in protection of our . statutory pre

mium and loss reserves . Additional purchases of these · 

Bonds wo~d , in our opinion, not on~y further strengthen 

.- our Company, but would also be .of great help in financing 

our country's all-out war program, which 'is what every one 

of us is thinking of at t he moment ." · . 

Ellery L. Vogel, President , Springfield Five Cents Savings 

Bank, Spr-ingfield , Mass . * ~~ * There i .s a possibility that 

this institution would be i~terested, provided we1 had idle 

balances , but the advertising from your office in the mat

ter of selling Series E Bonds has been so effective that 

it has causeO.. a · consid'erable withdrawal of deposits from 

this bank, as well as from the ' other savings banks in this. 

part of the country . We cannot seem to get over t he idea 

that people should leave .their money in their ~avings ac

co~ts because it is. alreaay invested in U. S. Bonds , .and 

· then proceed to .buy ~heir Defense Bonds out of curre~t i~

come. I feel that unle·ss this trend can be turned, 1 t , w1.ll 

shortly' become neces~ary for us to begin to l~quidate our 

pre~ent ·u. S. hol dings . * ir * We have had a Wl thdrawal of 

nearly $600, 000 in deposits since the fifteenth of January.. 

· ·Hilding N. Olson, Treasurer, Naugatuck Savi~gs B~I;lk, 

Nau~atuck , Conn. * i~ *From an investor ' s v1ewpo1nt , '!e would 

be 1n favor of such action although at the present t 1me 

\ We have no i dle balances d~e _to abnormal. withdrawals by O';ll' 

depos ffors for purchases -of Defens~ Bonds ~nd pa~e~t of ln

come taxes . In or der to. i ncrease our hold1ngs , ~t would be 

ne~essary for us to i iquidat e some ~f our ·other 1nvestments. 

/ ... 

I , 
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. ·Raymond H·. Hoffman, Treasurer, Berge·r .. Brothers Company 

Phila.de1phi~, Pa. * * * We .have often wondered why so ' 

much a.dver.tising was given these Bohds or any other Bonds, . 

for that matter, on which nearly every broa.dcast asks the 

public to buy, ~d t~en ~i~t the~ to· the · amount of· pur

chas e. In our IIU.nds , th1 s 1 s a IIll. stake and the lim.i t · · 

should be withdraWn. Yes, it will hilp us greatly tf this 

limit is· raised, and we will purchase additional bonds 

promptly, as we· now have t~e money availab~e . ·We are un

able to buy our full line of materia~~ and naturall y the. 

inoney accumulate~ in the bank,. and there it will lie in-· 

definitely unless we are allowed to pUrchase Government-
1 

Bonds . ir * * 

Lawrence J . LaCourse , City Cl erk, City of Wyandotte , Mich . 

;< ;c- · -1c- This letter arrived at a time when I was very much 

discouraged as to th~ promotion of any more purchases of 

these Bonds , and I shall state my reasons ·for this attitude. 

On December 24 , 1941, I vrrote the u. s. S.reasury Department , 

Division .of Loans and Currency, relative to Bonds. dated 

May 1, 1941, and up unti l December ,. we had .rec.eive!l no in

t~rest on sam~ . January 22; 1942, an answer was received 

from Mr . Wesley, Chief of Division of Loans and Currency, 

·· stating that before any . conside~ation could be given to the 

payment of interest, we must furnish information as to the 

sow•ce of the funds used for the purchase of the Bonds re

fe rred· to·. · On January. 26 , we informed Mr . We~ley that in 

purchasing these · Bon~s we wish~d to be patriotic and at the 

same time keep our investments up , and we sold other ~onds . 

owned by the city, and with these funds purchased Government 

Bonds •. On F~bFuary 28 we · received another letter from Mr . 

We~l ey , which I quote:· "We have your letter of January 26 , 

1942. * i< * We shall· reply ful ly to this letter · as soon as 

the increas ing volume of .our work per~ ts ." I shQuld li~e 

to ask if there is any reason why we cannot be told why we 

are not receiving i~terest on our Serie~ "G" Bonds , which 

have b~en past due since last November . And , how .can any- . 

. o~e be expected to recommend to the governi ng body of the . 

c1ty, or to any governLng. body, the purchase of any of th1s 

type of Bonds -for invest~nt in city ·funds , when we cannot 

get any answer from .the Treasury Dept . as towny we are not 

\ r eceiving the interest due. * * * I am Chairman. f or the State 

of Michigan ·of the ~icipal Finance O~ficers' As sn:, a~d . I 

have recently made no recommendations 1n answer to ·1nqu1r1es 

from other members relative to the purchase of t hese ~~nds 

fo~ · their respectiv~ sinking funds. ~eithe~ have*I*:;ported 

.the particular-/treatment which we have r~e1.ved . . ( 

- ) 
\ 

_) 
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. ·Mrs . J. o. Moore , 'Boston~ Mass . * * -s~ ·For .. Government ( 

Defense Bonds , the $50,000 for 1942, 15 ~limit as I see 

it at. present . We de?pl y apprec~ate the Government's 

faithful , strong serv1ce at Wash1ngton . 
' 

. 
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Richard D. Lee, Treasurer, · The Danv~~ ·Savings Bank, 

Danvers , ~ss .- This Bank should not buy more of either 

F or G B'onds as it is paying its depositors 3%. Many of 

these ·are elderly people, solely dependent ,upon the small 

income !"eceived . If we should be obliged to buy more of: 

either issue , it would be by liquidating present invest- 1 

ments that are yielding a more satisfactory rate . ' 

Frank D. Littlefield, President , Eliot Savings~B~, ·Boston, 

Mass. ~• ir * It ·does not appear likely, at th~s point , that .. 

we would be interested in an extension ~f ·such annual pur

chase ·until the extent of the continued substantial with

drawals by our depositors , ostensibly for the p~chase of 

Defense Bonds , was more cleaply defined ., . The eventuality 

of c~ntinued heavy withdrawals would ·be the liquidation of 

our most r eadily marketable securities . Jf there was a 

surcease of the withdrawal demand , we would feel free , .a:nd 

would be glad to increase our purchases of Series G Def ense 

Bonds .. / 

M. G • . Kuhel, Supreme. Treasurer , Slovene National Benefit 

Society, Chieago., Ill. . Our Society has been wishing- for 

some time that ·the presen~ limit of $50;00Q, which may be 

invested annually in Series F and G United States Defense 

Bond~, would be raised to some 'higher figure .• ~• -~~ * We 

realize to the fuilest extent · that the Defense Bonds not only 

off~r an opportunity fqr the U. S. to crush f orever the 

e~emie s of democracy, d~cency and the four fre~doms so ably 

proclaimed in the At1~ntic Ch~rter by ou: Pres1den:t a1;1d 

.. Commander-in- chief, but also an opportun1ty f or the f1nest 

and safest investment i~ the world . Therefor e we trust that 

tlie Government will raise the present limit to a much higher 

.figure. 

Frank N. Hickey, Chicago, Ill • . When I ·have finished paying rnw 

\ '42 taxes , I will not have even these bo_Jlds ~ 

.• . 
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. , Henry D. Sharpe , Pro vidence, R. I . * .., * I . c annci.t figur~ ~ ' 
.· 4 

as to how much income I may have during the remaining· . 

months of. _the y~ar , and . the year ju~t ahead, because the 

business interest in which I am acutely interested and 

which is making a pronounced contribution· to natio~e.l : 

defense , is continual1y threatened not .only. by the un

certainties o~ increasing tax legis"la'tion, not to .be resolved 

probably until midsummer , but also by legislation and ad-

. ministrative action which are serious thr-eats to· the condQct 

of any ~ndustrial business .· Frankly, I am' unable to make 

any comm.i tments to purchase U •. S. Bond:s of any sort until 

serious threats to existing organized business are better 1 

resolved . The unce~tainties of the complicatsd admi~istra

t ive effort , agitating the industrial Vlorkers to squ~eze .. 

the employers more and more , and, on the other side , the 

effort of the WPB to commit oUr company to give more and 

more performance to the. furt.herance of the war effort , · 

produce trying situations for our business , as ~ell as for 

countless others . It is to be hoped that a qhanging at ti-· 

tude and uni fication of government eff ort· can be secured . 

readily. The achievement of such an · eff ort would, .I believe , 

go a long wff.y toward set tli ng the perplexities of thousands 

of American business men who are ordinarily willing to ·buy · 

gover~ent sec~ities • . 
/ 

H. A. Hilsinger , Treasurer , The Savings Bank of Utica , 

Utica ~ N. Y •• * -s~ * I have the thought that the present limit 

applied to a six months ' period, instead of any one year , 

mi~ht hav.e a special· appeal to those accustomed to semi-a~ual 

ba1a~ce periods , and the closer study of its condition at 

those periods . It might further -establish the habit of 

~Y~.t ~matic buying with. a defi nite plan of serial ma~uri ties 

·1n m1nd. I an mindful · that the same can be accompl1shed by 

tlle annual liini. t, but a habit is established by the fre·quen-

'cies o.f repetition·. · · · . 

Al fred H~ Has~ings Presid.e~t .Springfi ~la · Insti.tution f or .. 

S ' ' th' . 
avings , Spri ngfield , Mass -. * i~ ·*May I . t~ke . 1s ?ccal)lon 7 

· to comment that the more recent advert1s1ng mater~al on the 

subject of purchasing s ·eries E Bonds from curren~ income, 

rather than past accumulations of capital or sav1ngs , ap

\pear~ from the experience of this bank to be having the 

desired effect . * * ~We ·sincerel y urge that ~he Treasury 

c?ntinue ' to str ess t~e purchase from current 1ncome ~ and we 

· Wll'l continue our local aa._.vert_ising . o_~ the same subJeC~ • 

.. . 
,. 
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R: A. Collins, A._~sista~t Vice President, .The First ·Nati nal 

Bank, Chicago I Ill. ... * * I am sur~ 'that . these religiou . 

educational and charit~ble institutions and trusts would
1 

be interested in. a Government Bond with a longer maturity ·. 

and a somewhat_hlgher Peturn, on which the penalty. !or re

demption -could be made muc~ greater than ·that now imposed 

on ~he redemption of Serle s G Bond-s.-' ·In order t o. make 

such an issu~ attractive to trustees, th~r~ should be a 

provision that if the trust is terminated by death, t he 

Bonds would be in the ·several following months rede·emable 

at par ,· and interest on the B~nds shOuld be paid seJRi- : 

annually. We are in such clos.e cont:act with the insti tu.t 

tional funds referred to in this letter that y1e believe we 

can speak wi t h full assurance 'as to ·the reaction of 'these 

institutions to increasing · the'ir holdings of · Government 

Bonds at ~ somewhat better return than p~evailing rates .* * ir 

Lammot DuP. Copeland, W~lmington , Del . ~~ ~ * T~ uncertainty 

that will exist until the passage of the 1942 Revenue Act 

precludes the possibility of any budgetlng of cash require- . 

ment~ . Consequently, I cannot commtt ~self as to whether 

or not I would be ~ble to purchase additional savi~gs. bonds . 

However, in principle , I would favor the raising of the limit -

aifd ·might be able to take advantage of it. ~~ * * 
I 

H. A: Wallace , Presi dent & Gen . Manager , Uni t.ed Fuel Gas Co., 

Charleston, W;Va. *·** In~ purchase of Bonds ~ I have en

deavored to ·pu_r.chase Bonds which I thought the · Government . 

would desire; that is , . t be F Bonds , principally, as F. Bonds 

allow the Government the full use of all capital during t~e 

12-year period , but I am perfectly satisfied and willing to 

purchase ant bond that our Government issues , regardless of 

the interest involved, that ~ limited capital will allow me . 

... 

. .. 
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- : Genei1al_ .Comments - , ' 

\ 

J. D •. B:o?k
1 

Winston Sa~ em, N.c. We Anieriq.ans respect. 
your. ab1l1 ty. and integr1ty . We feel ·that: our Treasury 
is in goo·d hands . We believe you will. do all ~n your· _ 
power ~o c.~n trol ·the ~aste ~nd unes_~~tial spending now· 
preval ent 1n Federal exp!3ndl tures . ~very di me spent _: 
should be -. te.n cents di-rected toward "Lickip.g the Ax1s"-. 

' . -~ . 
·F. B. Mundy , Wll'~.t~r Park, .Fla. When_Y,O';l declared upon · 
a memorable occas_1on that you knew noth1ng about the job_ 

1 

you _were _ undertaking, you were .100%. correct , and have don.e 
nothing since to add to that record . (Com~l&ins re l~bor , 
ris~ng prices , _ etc~) * o~t- -tl- Washington is a horrible mess 
ancl everyb68.y knows it, and it is not only losing the war , · 
but fost~ring disuni t~ . _ 

\ 

Fr anc is S. Murphy , The Hartford Ti mes , Hartford , Conn. 
I am enclos ing a check for $100 which was handed to: me 
by a man -of little .·means who wanted the Government to 
have it. When I talked to him about it , -I spoke ab.out_ 
buying Def ens.e Bonds , and he told me that he had some, · 
but that he didn ' t want to buy Bonds,- as that wou~d be 
selffsh f rom his standpoint , . ana he wanted to gi-ve this 

-_to the Government . We had a little story in- our paper 
Saturday ni g_ht which I - am enclosing. This man,. arr Armenian, -_ 
has been here a ' long time , and came over here· when he· was 
a small boy. He has· been a -citizen for many years . He 
wanted no publicity and he merely· wanted · to show his ap- .
preciation for the privilege of living i n this country. 
I thought you would be in.terested, so here is the chec_k 

· and t he &tory . 

Silas . Blake Axtell , N. Y. C-. A. few years ago , I had occasion 
to report to you under ~~gistered.mail , some _ ev~~ence that 
I had of bootlegging ·on a farm adJacent-to m1ne _1n Orang~ . 
County~ N •. Y. In spite of -the fact that the· place was ra1ded 

- by the Fed-eral Government within 5 days ther~afte~, on the 
4th day after. my l etter was .sent out, .~omebody having an. . 
adva_nced. tip, moved into this farm .al'l.-d pulled out the s_t1ll . 

\ and :other equipment -of the bootlegge:s ~ - ~o apparently no 
letter gets into your hands wi t~out 1 ts l;>e~ng ope~e~ by ,, * * 
somebody' -else first. J: .hope this--letter w1ll reach you. •· 

' 
/ 

> . . 
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.·E. M. Shepherd , Winst~n .Salem, N. C. · I. wi s-h- to tha.nk 
·and commend .ypu for the spl.en,di d wo~k you are doi ng on , 
the Joint Congr essional ·Commit tee on Reduction of Non
e$sential Federal Expend_i tures . Regardless . of the fac~ 
that our nation -is .fac i ng the most c-ritical s-ituation · 
in· history , it is_ my hon~st:opinion, ')at our people cB.i;l · 
.meet ·an,d overc·o~e our ex1st1ng problems if you and· othefS 

. repi:•esent ~ng us. in ~ashington will continue to oppo~e ~11 
nonessentl~l expend1tures by our Gov~rnmen~. '* * * 
.A . J . Ba~on , Pr~sident, Texas. State .Assoc-iation -of 
Electrical Workers., Houston-, Texas . T1-e- purpos.e of this-

1 

letter is. to briefly comment on the subver'si ve· tactic.s 
of some -of the newspapers in Houston, and of some of . the 
co~enta.tors , such as H. V. Ka.ltenborn, of the radio . 

7 

Mr . · Hob by and his wi fe , _who dicta. te the. po.li cy of the 
Hous ton ~ost , are av¢wed, de.termi.ned , and consistent 
Roosevel t-hater·s arid l'abor-bai ters . They ·have e.arefully 
des i gned a. program in th~'ir· newspaper ·an..d. are incl. ting , 
divi ding, and creating dissension amqng th€ people . : This 
hysteria. , de-veloped by vicio'\ls editorial and ~isle~ding 
headlines condemning the New Deal and its· agenc ies ,~ an~ . 
openly cri tici~ing our Government. officials in Washington, 

.. is · very· disloya;L and ·extremely dangerous at this. time.~·** 
The effects of this insidious campaign o.n labor will have · 
a detrimental back- lash on our defense program. The work
ing people · f~el , that without reason or justifi~ation they 
have been sta.bb~d in the back .while wor~ing hard , long hours , 

·· trying to do their p'art in our · national defense prog: am ~o . 
supply their fellow- members and loved ones who are f1ght1ng 
the A._xis Powers . * ~· * C.ongressmEm and Senators are getting 
co~fused , doubtful , and fearful of the weapon that ·the.se 

·-institutions are. being moulded into and how they are being 
misused ag~inst .theiJl. - -· · 

.' 

\ 
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Favorable ·comments ~ . Taxat1on 

' 

Harry C. Bates, Washi,ngton, D.C. I want .to expres~ .to· 

you my sincere appreciation for the fight you are making 

t o nave an equitabl e tax program adopt'ed~ Your courageous 

fight against· a universal sales tax is gratifying. to the 

vast .ma jority of the American people for it s~ows your 

de termination to spread the financial burdens of war among 

those who are best able to bear such "burdens . We lcriow : 

that the sales tax is neither · sound economically , nor j~st 

soc~ally. I appreciate the f i ght you ar e·making, but even 

more , the truly American spirit whicb prompts you to· make 

it . 

Charles Austin, Minister, The Church of All Nations and. 

Neighborhood House , ·N. Y. C. May I commend you f_,or the tax 

proposals which you have made for the year 1943 . It seems 

to me to be both fair and wi se. I am exceedingly dis

turbed about the numerous proposals ·made by the National 

Association of Manufacture~s and other groups who · ~ould . 

have Congress levy a sales tax and thereby reduce the .taxes 

in the upper brackets . I want you to know that we are 

lending our support to · the tax plan· as presented by you, 

and will oppose any sales tax . It places an undue burden 

on those least able. to pay i t . 

.· 
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Unfa.vorabl~ C.oiiUllents .Q.!! . Taxation 

E~mer Sumpter , ~ami, Flor~da~ ; ha've .just looked over 
your ~ew tax proposals . Am I be1ng t~xed or sued1 Once . 
I .was. afraid of .bankru~tey. Later I .was afraid of infla
tion • . Then I · was .afra1d ·of war . But n(>w I .am a:fraia · · 
only qf you. Looking over your propos'als I do not .find· · 
any clau&eS· requiri~g me to send in a gallon of blood · 
·and al~ my ba.ck ·teeth . Is this · an oversi~ht? · This is ·. 
th.e mos t complete work of its kin<l si~ce Correct Sc.alping". 
by Si ttiiig -Bull, and "The Techzl:ique ot'-Pel t and Skin · · 
Removing" by Buffalo Bill. Will you please arrange to 

1 

~ake the rest of our . moil~y? - No .on thE? ~ales tax. . 

Minnie Brazil , Oil ton , Okla . · ~~ * '' Mr . Morgenthau, $80 , 000 
may not look like much money to you whe~ yqu are used to 
thinking in terms of bi1~ions 1 but it looks like a heck · 
.of ~ lot of money tq· u~· little people out here th.,at think 

· in terms of ten-cent Defense Stamps , so if its just the 
· same t~ you, we would rather send that $8'0 , 000 .to the Jap$ 

in the form of lead pell~ts that f it a machine gun. I don' t 
beli eve the ma jority of t he p-eople need to · be kidded.. into 
payi ng their taxes, and I don't beli eve Mr . Disney needs 

.. it ~s badly as · .it is needed elsewhere . · We consi<l:er it al
most an i nsult anyway f or any .one t o think we have ~o be 
kidded into paying our taxes . ~:- * * · 
H. D. Rumsey, ·c~icago, Ill. · .(Telegram) · I respectfully 
call your a t_ten ti6n to ·a Bill now being considered by the 
House Ways ·& Means Committee , at your suggestion, which 
intends . to l evy a heavy ta~ation on trust funds held by 
corporati ons . Such a t ax ·iinposed .on the t rust funds of . 
The ·American Telephone and Telegraph Company. would ~ffect 
the future of nearly a ·million employees - w1 ~h the.::r . · 
families and · dependents , ·a .. total of three or four ~ulllon 
people . ~" ?t- * Surely, MP. Secretary ,: to rob th~ p~ople of 
their only sec~it~ after · they ~ave wor~ed . m?r e tban 30 
years does not seem comp!l~ible wi th ou~ Amerl?,an p:ogra~ 
for protecting the f9ur freedoms at th1s cruc1al tl~e • ·" "'~ * 
Telephone c.onununications -are im}?ortant ip. our war eff.ort. 
To attack' the s·ecuri ty of B'ell ;:;ystem employees may weaken 
~me morale in a vi tal spot • .,,. 1.;<- i t- . . . · 

/ 

) 
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. Sidney W. 1/..ayer, N • Y .C • . ) I have Just r.eceived about 25 . 

te.x notices .from Miss ·E. B. Grant , who is absent from . 

the city in search of employment, and as a sound-minded 

business man, thought it a good idea to · send them to 

you -- the object being to bring to your attention the : 

extravagance of your Dep_artment . You have expende~ I . 

estimate , over, $100 i n an effort to callect $1 . 94 • . Sev-

210 

. eral cal ls have been made by your co).lectors , all to no 

avail.· Thi s amount is uncollectible at pre,sent . You 

have suggested almost everything poss~le in the way of . 

taxation to rai s~ a few additional dollars to meet present 

day expenses , then your Department wastes hundreds of 1 

dollars t9 collec't a few cents. Now _.is there anything 

·more inconsistent ~- if so , please tell it to -me. 

J. W. Fullan, Elmwood Park , Ill. , sends_ a copy of a tele-

6ram received by him _and indicati ng the extent to which · 

telephone· companies are organizing against · a proposed tax 

on pensions . We have had many letters , telegrams , and 

pos t al cards , but this is· the only one tllat has quoted 

the request for protest~ The telegram reads as f ollows : 

"Adoption of Secretary o-f the. Treasury Morgenthau ' s ~ pro-. 

posal for tax on Pension Trust Funds means t he end of the 

Bell Syst em Pension-Plan . This is t he advice received by 

tel ephone today'from Washi ngton, D. C., by President 

~riffith from C. F. Craig, Vice President of the A.T. & T. 

Company, in qharge of ~ersonnel. . Company's position is · 

that Morgenthau •·s proposals , as presently word·ed , include 

Bell System Pension Plan and will make the -cost of main

tain~ng the Pensi on Plan prohibitive . It is urgent that 

you immediately telegraph a shar p protest to all Congress

me~. and Senators from ~our area, and the Chai:mah of the 

·House of Representatives , Ways and Means Co~ttee. Please 

send copy of the letter o_r telegram t_o thi_s off~ c.e. : This 

l egislation is being considered now, and speed· 1s 1mpera; 

tive . Letter follows . Bert Harth, Secretary-Tr~asurer . 

-Editor ' s Note : The above telegram is self- explanatory · · . 

In addition to the Telephone Uni-on ' s !>t:otest, we lfl'~e every 

·member of the W .E. I. L.A. and their- fr1ends ·to peh t1on the 

U.S. Senators .and Congressmen from th.e~r. ~istr~ ~cts to . delay 

any action on t his import ant proposed leg1slat1on unt1l 

~ll .employees who are involved can be heard from. 

/ 

, . 
•, -
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Fa:vorable.)Comments on ·Bonds' 

Miss Helen Alex , Ma.d~son , .Wisconsin. There .are many . 

people in the. same s1tuat1on as I am· - naturalized c-itizens 

with relatives an~ friends s~ill ~n OlJI' native countrfes·. 

We all do what . we can - Amer1ca fu·s~ of course , since 

. this is 6ur chosen country, but many of us woul'tl. like to 

do somBthing for our people .in the conquere~ countries ; 

and this . thought occurs to me : Woul d..!_ t not be possible . 

for us to buy De~ense Bonds and have them put in a common 

fund to &s. used for rehabilitati on after the war? -tf- * * - 1 

If such a .fund could. be ear-marked for use after the war , 

·it seems· to me that the natu,ralized citizenry would b.e 

do ing a double service , to Am~rica now - and to the con

quered countries later . * * * 

1mrshall W. Gelette , South Dartmouth, Mass . On Sunday morn

ing, ~~rch f irst , Grantland W. Gelette , ~ge five , attended 

chm•ch service·with his father . On e~ch preceding occasion 

he had placed the coi n which had been given hi~ in .the col 

lection box. .This time , however , he withhel d the m<>ney 

when the collector passed the box in f ront of him. His · 

fathe r, surprise.d, leaned over and whisp er~d to him: "Why 

didn ' t you put your money in . the collection , Grantland?" 

And the reply : "I have to buy ' fense stamps·, daddy . " So 

you ca·n see ~ ..s i r , that .the sales campai gn is really effective , 

ana the younger generation i s shoulder'ing its part of the 

responsibility. 

\ 

. / 

' } 
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Unfavorabl e Comments o~ Bonds 

J. Glenn Turner , Dallas , Texas. If Defense. Bonds could 

be made legal tender f or the payment of i nc.ome taxes , l 

have no doubt that a great amount of the confusion now 

existing in the minds of the publi~.w?uld be done away · 

with, and you . would s.ee the most sp1.r1. ted Defense .Bond 

buying response on the part of the public generally . · 

It is· not that the peopl e are not patriotic or ·that · they 

are not .in sympathy with the war effort , because I am . 

certain that the peopl e i~ this sec~~Oh o.f the country 
1 

are one hundred per cent 1.rr accord, but they are uncertain 

as tD the calls that are going to be made upon them finan

cially and if a ·plan could be worked out whereby all 

Government Bqnds purchased would be availabl e as legal 

ten<!er for the payment of U. S. income . ta~es , I , personalTy, · 

believe it would be much better for the Government in its 

revenue rais ing program. ~ 

C. F .. Murphy, Elkader , Iowa . I shall neVer buy any more 

tax anticipation certificates . I might have known when .I 

bought them they would prove to be of no ·advantage·... The 

ponderous machinery of the Federal Government is so organ-

.. ized , it impi~ge s upon ~s everywhere we turn. 

W. W. Gasser , Gary, Indiana . The writer has been asked a 

number of times why ·banks are n9t permitted to buy Defense 

Savings Bonas F ·.and G the same as oth-er corporations and 

institutions . The Government wants to sell the Bonds and 

· I can see no good reason why banks should not be ~iven the 

same privilege as other.corporations . I am sure 1£ banks 

could do so , they would buy their limit annually of these 

.Borids . ** *The sale ~f Defense Savings Bonds is costing 

t_he banks considerable exp-ense, an<l considerable ~?rk is 

involved . Bank earni ngs are shrinking at an alarm1ng rate 

and banks cannot afford to be called upon for t~o hea!Y a 

lqad , even tho'ugh patriotic a~d willing· to do ever~th1ng . 

within their power . -t~ * * Banks wer e formerly per~ tted to 

buy U. s . Savings B6nds to ·the exte~t of $10 ,000 1n any one 

cal endar year , the same as other corporatfons , and I_can 

see no ceason· why they should not be p·erml. tted to purchase 

\ the?·e Bonds . ~~ i~ * They now feel they hav~ been . discri~na~ed 

ag~1nst , and I would appreciate your cons1.derat1.on in l1.ft1.ng 

th1 s discrimination. * i< ~~-

·' 
/ .. \ • 
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Elisabet~ Christman, Sec'y.~Treas ., National Women 's : 

. ·Trade Union League .of. America, Washin~ton~ D. c.· Thre·e 

letters to t~e Press Section, Deferrse Savings Staff , 

asking that they do no.t send mats because we cannot use 

these in our rnimeograph~d bulleti~, have ~pparently been 

di sregard~d • . I ~m not against th1s ·form of publicity~ . 

but against wast~ng Government materyal which we cannot 

make ·use of. Every time these mats go into the was'te 

basket , 'I feel as if I am destroying the value of stamps 

and bonds . You will , I know, forgive my registering a 

complaint with you, but I feel it is ~he only way to stop 

wasting material . I assure you we ar.e doing all we can 1 

to aid -in the sa:le of stamps and bonds , which means help

inJ the Governm~nt and saving for the future . 

Rob~rt Ferrandiz , Brooklyn, N.Y. Ther e seems to be a 

variance of opi~io~.regarding converting Defense Bonds 

i nto cash. Should 1 t be nec·essary to convert some Defense 

Bonds into cash, will you kindly give me ·complete and 

specific instructions as to the proper method of do~ng it? 

·Please do not refer me to the instructions on the back of 

t he Bond since every person I have consulted &eems. to have 

di fferent interpretations . In your answer , kindly ~efrain 

f rom using complicated legal terms . ~ simple , every day 

En&;lish explanation is the instruction I prefer·. -t; · * * 

C. 11 . Burke , N.Y. C • . Many corporations now have an 

employees ' ' Defe~se Bond purchase plan.. Money is collected 

each week and deposited in a special fund in a bank and 

held until each employee bas enough in t his fund to pay 

for the Bond desired . Thi s money does not get to the 

. Government for quite some time , in my own case , it is 15 

weeks . Formerly, I made the purchase~ of stamps mys7l~ 

each week. May I sugg·est a President1al Order , ?r Sli1U).ar 

decree , requiring that all such funds be turned 1nto stamps 

v:i t hin one week after· the money has been deducted f.rom the 

pay of the employee? 

C. S. Landis , Wilmington, Del aware . -rr * {~ It is totally 

usel ess to propose ·to most persons that such payment for 

Defense Bonds· for special purpose~ be made to the Treasury, 

and that such will then be set as1de for use as the payee 

\desires . We have had 9 years of PROOF that the , prese~t. 

Administrati9n is not only unwilling to conduct a pract1cal 

} . 

) 

.· 



. - 14 -

.8Jld sensibl e busin-ess a~nistrat~on .of th~ count~y, . 

and of the war effort, but there 1s proof that they are 

t<Ttally ~LE to do so . Consequently, to get results 

other means are required . Are you willing to make ar-' 

rangement , t~ough proper legal niea~~ ~ whereby prosp~c-: 

tive purchasers of Government Bonds may be permitted to 

14 . 

make p~yment d~re~tly to ~he Treasurer' of such companies 

_as B?e1ng , .Consol1dated A1rcraft , Douglas , United Aircraft , 

Curt1ss-Wr1ght , ·Chrysler, General Motors , Bethhhem Steel 

United S~ates Steel Co ., or similar widely known and ' 

CAPABLE armament firms . I fee~ certal'h you would be 

astoni shed at the public response . Our main concern todayt 

is that there shall ~lways be a UNITED ?TATES . The best' 

·way to insure this is to give the public an opportunity to 

invest where THEY believe it will bring the best results . 

Stanley V. Houchi ns , Recording Secretary, United Automobile 

1orkers of America , La -Porte, Ind . I have been ~uthorized 

by the employees of the Modine Mfg . C.o. , LaPorte, Indiana , 

to seek your advice and assistance in solving ~ problem of 

considerable i mpor t ance . We, the employees , are organized 

100% in the UAW and CIO . Early in February, we voted 

unanimously for a voluntary continuous 10% payroll deduc

tion for the purchase of Defense Bonds . We i mmedi at ely 

presented this request to th e: management and were told that 

the company could not comply with the request at that time . 

We have endeavor·ed several times since to gain the coopera

tion of management in this matter without success . On 

Monday , March 23rd , we demanded e. definite .answer . The 

answer w~s an emphatic "No ". This voluntary deduction wa~ 

a sincere , patriotic gesture on our part , and we are very . 

muc~ concerned about the attitude of the company towards 

this and other matters relative to the war effor t . Please 

aclvise u_s qf any assi stance you can .render in the .matter . 

Paul Schleissne~ , Editor and Publisher , The Tobacco Record; 

Saugerties , N.Y. When one of your Defense Bonds· and Stamps 

?costing plates arrived bad~y dama~ed , the e~ormo~s.waste 

·1n your Department was forc1bly brought to m1nd . '' -~ it 

I receive letters of ap~reciation for publishi ng your ad

vertising matter, and s1rnilar letters w~en I pu~chase Bonds; 

\als·o · circulars of all types . "'l'he magaz1ne publ1shed by 

'. ) 

·. 
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. y-our .Depa~tment f _6-r _g·e_ne~al . re_~der interest dese~ves 
praise as a specJ.men ·of the, pr1nter ' .s and engraver ' s 
craftsmans~ip ~ but , a c_areful. persori'al ·check,- up reveals 
that it hasn ' t sold one additiona~ Stamp . ~} .*{' There . 
isn ' t a publi~her in the . country, I dar~ say ,. who wcrul9: 
not continue to foster t he sale of J}onds and Stamps if 
you requested it and explained that t his was being -done 
f or the sake of economy. Please let me call. your atten~ 
·tiorr to the number of publications that have already· 
been compelled to close . Were you to . .:.pay for your ad
vertisements at space rates , you coulq llave them all 
continued and the cost would not be greater t han your 
promotion~l expense at present • . 'l'< {~ * 

'· 

/ 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION OOlfnD 1'UL 

DATI! M~ch 30, 1942 

TO enthau 

FROM Mr. 

Subject: ne s ·situation, 
nding March 28, 1942. 

SW!llll!l7 

/ 

I 

(1) Industrial production continues t o rise as a result 
of further expansion in leading war industries. !he automobil; 

. industry has made rapid progress in converting tacili ties to 
war production, and unemplo)1Jlent during the conversion period 
has been much less than earlier expected. - The General Motors 
Corporation expect·s t o be producing l(ar materials at a rate· ot 
tl,OOO,OOO,OOO yearly at the end ot March, as compared With a 
rate of t6JO,OOO,OOO at the end of December. 

'· 
(2} . Various indications suggest . that a renewed upturn in 

prices of basic commodities is getting under . way. · Cot~on 

prices (10-market average) have ;eaohed 20.2 cents a pound, 
the highest since 192g or earlier . The BLS index of basic 
commodity prices last week .rose moderateiy above recent highs, 
al though nearlJ two-thirds ot the 28 oommod1 ties are Under 
controls. 

(3) .Farm lttoo~e i; February ran 4o percent above ye~-
, e~lier levels, despite ·& so~ewhat greater than seasonal de

cline from January. This large increase is directly reflected 
in rural sales ot general aerohand1se (Department ot Commerce 
~ndex), which in February atood 3g percent above the corres-
ponding month in 19~1. · 

.(-4} In ooaparieon with the 4o peroe~t gain in. tarm in
co"mes , . weekly earnings ot tactory worker s in February are 
estimated t o have been 24 percent above year-earlie~ levela . 
Taking into ·account the increase~~ workers · employed, total 
factory payroll• in February ahowed a gain ot 39 percent over 
the previous year and go percent ~inca the beginning ot the 

defense program in 194<>. · 
. . . 

. (5). Department store aales have risen to the highest 
point s~noe December, as' pre-Easter buying has. lent. additional 
stimulus to trade. !he · aales gain over year-earlier level a 
during the week ended Karch 21 increased moderately to 26 
percent. · · 

- .. --·-
I. 
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Ipdustr1al produotion at new high 

The FRS adjusted ~~dex ot' induatr1~ production haa · . 
been advancing stead117 s1Doe last August, , but actual output 
d1d·not rise. aboYe laat fall'• peat until february, when the 
previous high •• exceeded b7 a narrow llli'g1a.. !he ac1Ju•te4 
"indeX Of 173 iD rebru&rJ represent a a gain Of 54 perofn~ . 
s1nce April 194o, shortly 'before the be, ilming of the cletense 
program~ . 

Further gains haYe occurred during the current month. 
Steel ·output 1n Jlaroh has moYed up to a record hJ:gh, and the 

h important 1nduatr1es c~pria1ng the traMportat1on equipment 
group (including a~roraft ancl ah1pbu1lcUng) 1n. the J'RB 1ncleJtt 
ot 1ndustr1al production are reported to haYe shown turther 
gains. _ 

. Details ot the rise 1n industrial production s1noe last 
November, before the outbreak ot war in the Pao1tio, show 
that the war industries -- repres ented 1n ' th"e FRB index 
l argely by transportation equ1paent, maoh1ne~y, a~ chemicals - ·
have ·u.de extensiYe gains. .{See Chart 1.) On the other hand, 
capacity limitations and oth~r taotora hav• prevented ·any 
material increase in the eeasonally-aclj~sted output ot cer
tain basio industries vital to the war e!tort, n~tably !ron 
and steel · and non-terrous metals. 

Automobile industrY converting tac1lities rapi4lY 
I 

A f eature ot the ,recent war production ettort bas been 
the rapidity with which the automobile industry has been 

. converting its production. tao111ties to war work. Both labor 
· and Stat e Unemployment Insurance ott1oials 1n the Detroit 

are~ indicated recently· that- unemployment due to automobile 
plant conversion has been considerably less than had been 
expected • 

. As an indication ot ·the progress that has b.een made in 
converting produot1on, the General Motors Corporat1o~ reported 
at the beginning ot lattt week that g6 ot: the company ·s 90 
factories were Already producing war aater1als or were being 
re-arranged and re.a.tooled tor war production. It was t urt her 
stated that by the end ·ot t his month; the Corporation will · 
be produci~ war materials' at an annual rate ot $11000,000,000, 
as .compared with. annual rates of t63o,ooo,ooo at tne end of 
1941 and only $226,ooo·,ooo in the t1rst q~ter ot 1941. Some 
units ot the automobile industry have aaae· very rapid progress 
on war ~ork. Thus the Buiok d.iYision ot General Motors re
cen'tly reported that it. was producing bom}.>er engine.s at a 
rate origiM;llY planned tor next December. 

. . ' 

.: 
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Commodity prices continue upward 

- ·Although .the . BLS -~~~oorkodlty index has ioisen more . 
_gradually in rec.el';lt weeks, ~tly beoauu o_t a flattening out 
in prices of bas1c coiDllodit.ies, various indications suggest 
that a more rapid advance ·u,- be in prospect. _ The BLS price 
index of basic coiiiilod1 ties· last week again moved aomevh&t· · 
higher, although ilearl)" two-thirds ot 28 collllodities in the · 
index are _under price ·ceilings or other c6ntrol. 

- The a~tion ot agPioultural prices is again disturbing. 
Cotton prices r;ose sharply laat ·week to the highest level since 
1928 or earlier, the 10-aarket average rea'Ching 20.2 cents a : 
pound~ Print cloth prices aocor~ingly increased under the 1 

flexible ceiling plan. Wool prices &d-t-anced as. the ceiling ' 
on wool was r~vised upward. Butter prices turned sbarply UP
ward Saturday on a contra-seasonal and unexpected 2-oent mark
up in the Departmen~ ·ot Agriculture's buying price. Grain 
prices, led by soy beans, also. rose notioea~ly .at· the end ot 
the week, with the action ot wheat prices apparently indicating 
that the recent aelling movement has placed the wheat._ market 
in position tor a renewed advance. 

'· 
The BLS all-commodity index in the week ended March 21 

roae 0.1 percent, and now stands 29.6 peroent .above the .pre-war 
level of AugUst 1939 . (See Chart 2, upper section.) Since our 
entry into the war, the index has risen 5.4 percent. Two-thirds 
_of this rise occurred in the six weeks f ollowing December 6, 
and one-third of the ·rise in 'the nine weeks ended Karo~21. 

- Cost ot living higher 

The advance in wholesale prices continues t o be reflected 
in a sharp rise in the co at ot ' living. (Refer to Chart 2. ) 
From early indications living costs ~ve continued t o rise 
sirice mid-February. Food costs, which constitute on,e-th1rd o~ 
the average working man's budget, have advanced about 1 .1 per
cent in the month ended March 15 according to BLS sample data 
on 18 foods in 19 cities • . -

In this- connection; Mr. Dexter M. Keezer: Assistant 
Administrator of the OPA, in charge of the Consumer Division, 
said in a recent speech, 

• .•• The simple tact is that today we are losing 
the battle against inflation . Price-s ~e going 
up all along the line and at a dangerousl)" 
~cce~erated pao, •. ~. - !he records indica~e that, 
as a ·whole, retailers ~ave e~eroise~ considerable 

; 

, 
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re~traint in ra1 sing their price a. 'lhey, &long w1 th 

the rest .ot ·ua, ~e oaugh~ by toroe• whio~ are exer-
. ·cising a tremendous upward· pressure on prices. · · 

• ..• The nature. ot th1.s· pressure oan be indicated by 

the tact that national supplies available tor civilians 
are b'eing cu~ ~bout 1, percent a month to meet mili tart 
needs, while money available to buy these ' supplies in 
the ~orm ot wages, salaries, profits{ etc., is in
creasing about 3i percent a month. This sets up a 
situation which, lett a2one, can result in a mo~thly 
increase ot 3t percent in the coat ot living, a 
ruinous ·rate ot inflation.• 

Livestock prices higher 
- . . 

While m~st ot the rise in the index of basic commodities 

last week was in th~ in~ustrial materials group -- cotton, 

print clQth, and wool -- prices ot beet and hogs in the basic 

toodstutts group were also higher. (Bee Chart).) Hog prices, 

which have risen 35 percent since our entry into the \ war, have 

recently been plaoed under price control by ceilings on hog 
products. , . 

I 

The rise 1n cotton prices reflects a oontinuou.s and un

precedented demand tor textiles to fill government and civilian 

orders, together With some apprehension over the adequacy of 

the .. new ·crop to meet present consumption needs. The belief is 

groWing that, tor the first time ainoe at least as tar ~aok as 

the Civil War, the total orop may not be large eno~gh to supply 

the n~eds q~ do~estic mil~s. · 

· The report r;l.~sed ·last week by the Department ot Agriculture 

on prospective orop plantings tor ~942 indicated that the national 

output ot agricultural products ia likely to establish new high· 

reoords~th1s year, weather conditions permitting. Possible 

limitations on crop production , however, are threatened sho~t-

ages ot ·iabor and equipment. Although the intended plantings 

(as of March 1) ·in most . oases are not sufficient to aee_t tully 

th~ Department'& war production goals, they 'indicate an increase 

ot 3 to 4 percent in total orop acreage. 

OPA enlarges control over retail prices 

There has reoent.ly been increasing · evidenc~ ot CPA.' a con

cern over retail prices particularly on artlcles ot which 

de~inite. shortages ·eXist. Last week the CPA acted to fix 
retai~ prioes ' as well as .wholesale prices on household durable 

goods, production or distr.1but1on ot which w1·11 be further our

tailed or eliminated in the near tuture.-. Price restrictions 

I • 
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' 

5-

-
were applied to washing aaohines, rad1ot and phOnographs h; 

. 1ng and · cooki~g stoves and ranges.! vacuua cleaner•, .aec~c 
refrigerators, and type~i_ters. ~n add1:-tion, Gn aeveral ocic 
s1ona warnings have been given ~h9lesale.rs and retailers 
against unwarr~ted price rises. 

rarm income , tar above 1941 levels 

In reflection ot .the sharp riae in price~ ot tara products 
·during the past year, tarm income bas .continued to run oon- . 
siderably.above· year~earlier levela. Thus, despite a somewhat 
greater than aeasonal decline, caah income trom •marketings 
and government payments during February totalled lgg7 ,000 ooo: 
a gain ot 4o percent ~bove the cor~~spon~ng mon~h o~ 194i. ' 1 

This is probabl7 also a measure of the increase in average ' 
gross 1nc~mes ot tarm operators, since the number ot farm 
oper.ators has probably shown little change since last year. 
(See Chart 4; upper section.) · 

The ·markedly higher level ot ta.rm incom'e has, ot course, · 
been accompanied by a heavier volume ot ruraJ. r _eta11 ,sales. 
During February, rural sales ot general aercbandiee ran 3g per
cent above year-earlier level~, and showed a ~ligh~ly grea~er 
than seasonal rise from the post·-holiday lull which occ·urs in 
January. (Refer to Chart 4, lower section.), In conneotion 
with the sharp sales gain above-mentioned, ~t should be kept 
in mind that probably one-halt of the gain was due to price 
increases. 

Factory pazrolle at new high 

. Factory payrolls are · cqntinuing t o · e~and., and ±~ ~ebru&rT 
rose t.o a new record· high. As will be seen in Chart 5, pay
rolls ,have shown an alaost uninterrupted rise for more than 'the 
last year and a halt, and by February the gain since the defense 
~rogram qtar~ed in m1d-194o reached. almost go peroen·t . 

After declining aoderately tor ) ~onths, factory emplot
ment in Februar7 showed a small gain, although the rise was 
less than seasonal. Reterenoe to Chart 5 will disclose · that 
the· rise in factory employment sinoe m1d-194o bas been sub
stantially less than factory payrolls, ainoe ~ayrolla ·have been 
swelled .by longer working hours, higher wage rates and overtille · 
payments. As a result average weeltly earnings ot tactory 
workers have been in ~ extended upswing and in rebruary attained 

new high levels • . 

· ~ indicated increase ot 24 percent in aTerage weekly earn
tngs ot taotory workers over February ot last year may be ooa
pared with the 4o peroent 'increase in gross oa.ab inoo~es ~t 
tarm_ers • . 

. ,. 



' 

-. ... 

~· 

5-

were applied to washing Jilaohine·s, rad1o1 ~d phOnogr.aphs, hf, t:. 
. 1ng and ·cooking stoves and rang.e~.! vac~ cleaners, .~aechai11o 
ref~1gerators, ~d type~i.~ers. In addi-tion, bn several 000 · 
s1ons warn1r;1gs have been given "hc;>lesale:_rs ·and retailers · 
ag~nst unwarr~ted price r _ises. 

rarm ~ncome , tar above 1941 levels 

In r.etlection ot .the sharp ri•e in -pl"1ce·s ot ta:rm _products 
·during the p~st year, tarm income has .continued to run con- . 
side~ably.above· year~earli~r· lev~la. Thus, despite~ somewhat 
greater than seasonal decline, caah income trem ,marketings 
and government payments during February tot~lled tSS7 ,000,000:, 
a gain of 4o percent ~bove the corr~spond1~g mon~h .ot 1941. 1 
This is p~obably also a measure of the · increase. in average · ' 
gross ino~mes of tarm ·operators, sil\Ce the number ot f a rm· 
operators has probably ~hown little change since last year. 
( Se~ Chart 4; upper section.) -

The ·markedly higher le-vel of farm inco1:11-e bas, of course, · 
been acco~~~:pani.ed by a ·heavier volume of rural r .etail sales. 
During February, r~al. sales of g.eneral mercha_ndise r'kn 3g per
cent above year-earlier levels, and showed a ·~lightly gr~a~er 
than .seasonal rise from the post-holiday ~ull which. oocurs in 
January. (Refer to Chart 4, lower section. )1 In connection 
with the sharp sales gain above-m'entioned, ~t ·Should be kept. 
in m~nd that probably one-half of the gain was due to pri~e 
increases . 

Factory payrolls at new high 

. Factory payro.lls are · cQ·ntinuing to · exJ>and, and. 1:~ ~eb~arr 
rose t.o a new record· p.igh. As will be seen in Chart 5, P.:Y-: 
r'olls.,have shown an alllost uninterrupted rise for .more than the 
last year and a halt and by February the-gain since the defense 
~rogram qtar~ed in mld-194o re~ched almost SO· percent. 

~ter declining aoderately for 3 ~onths, factory emploY
ment in February showed a sm~l gain, although the rise was 
less than season•l. Reference to Chart 5 ·will disclose · that 
the· rise ~n taotorr employment sinoe mid-l94o has been sub- . 
stantially less than tactorr payrolls, aince ~ayrolla ·~~ve be~n 
sw~lled .by longer · work1ng hours, h1gh~r wage rates and overtime 
payments·. As a result, average ·weekly earnings ot. factory 
workers have been in an extended upswing and in Februar~ attained 
new high levels • . 

· .&.n indicated increase of 24 percent in aTerage weekly earn-
tng~ dt factory workers over February ot· last · year may be com
pared with the. 4o percent 'increase in ~oss oa.sh incomes ~f 
farm_ers. . . 

' / 

•, 
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Department store sales higher 

.. Stimulated by ~gh paJl'alls, scare · by.;ying and the 
approach of Easter, departmen~ store sales i~ the week. ended· 
March 21 rose t ·o tb;e highes.t levels siiloe .December. !he gain 
over year-earlier levels Widened moderately to 26 percent 
trom 24 percent in the we,ek ended Karch. 14. . (See Chart 6.') 
While a ujor part ·ot the gain over March 1941 levels is due 
to price increases, •erohants are report~d· to be gurprised -at 
the strong sales shoWing, since this year1 s heavier income 
tax payments were ~xpected to be a poteRt retarding influence. 
A tactor tending, however,. to ~ake recent sale~ oqmpar1sons 
~th 1941 s+ightly more favorable is the arrival of Easter one 
week earlier than last ;year, thus .118.king .f'or a slightly ear1i~r 
sales peak. -

. A survey recently conducted by the Journal of Commerce is 
r eported to have disclosed that. retail stores are now Joining 
consumers in the buying rush, despite the tact that most re
tailers are already heavily stocked With good:s. · rears of . 
transportation d1ftio~ties are said to be a dominant factor 
in the buying, although anticipated shortages ·in soae lines 
has also been a factor. Recent buying of textiles by retailers 
1s said t o have broken records ot m&ll7 years ·standing. 

· Export freight tor South America and Atri.oa embargoed 
. . 

Transportation problems, particularly those arising trom 
t he serious ocean shipping .s ituation, continue to me~oe the 
war effort and disrupt normal tr~tic movements. As a result 
of the lack of ships, the Association of American Railroads 
early last week placed all non-government export freight for 

· south America via North Atlantic porte under rigid control. 
· Suoh freight henceforth W1ll be permitted to move to seaboard 

only upon the presentation of reasonable evidence that the 
~pments involved can be moved .promptly from the~ port. 

At· the time the o ontrol order was made public, the · 
assistant to the aan&ger of port trattio at New York stated. 
that the action was ~&ken to avoid port congestion, but denied 
that such congestion aiready exists. La~er in the week, oo•-

-mercial export freight destined tor South or last Africa vas 
also placed under control and, according to ·one press report, 
ocean shipping space tor such freight will not be available 
betare May at the earliest. 
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:F,i el d Trip · Report . by ' Mr • . £i.qney G. · Tick.ton , .. Marc~· . 31, 
. . 

On Monday after noon; · Ma;ch 30 , ~ vi~it ed Mr. Louis Kline 
Vice President of t he Mo9r e- McCormack Lines .Colonel H G · , 
Willie.ms _, of . th~· War Department 1 s Servic e of Supply , a~c( .~ . 
Mr . P·e:fta.ll, Ass ista,nt Collector of Cus toms a t · the Phil adelphia 
office , ·to di s cuss the movement from the Por t of Philadel phia 
of. l end- lea se materials for Russia. . . · · 

. ' . . 
A aum~ry of· the dev elopment s a t P~~delphia a~ derived , 

- from my conversa tions with t he fo;reg~ing. gen.t l em·en fol lows: · 
1 

' 

· (1'). · Consider abl e p r og J;'ess haS: been m~de during the pas t 
· week towar d ·imp r ovi ng the r a ilroad . tra ffic situatio n in Phila

delphi a . The number o:f freight .car loads placed on t h e ·ships 
at port wa s b r ou ght up· s harply during· t he week and i s expec t ed . 
to be mainta ined at a higp l evel as long a~ shipp i ng ~ace · ~s 
availabl e . .Daily loadi ng.s s i nce Monday, Mar ch 23 , follow: 

\ 
Ilion day March 24 139 . 
Tues day 'March 2 l7g ' . 
Wednesde.y March 25 I 96 
Thur sday MaPch 25 202 

'Frida y March 27 249 
Satur day Mar ch 2g · 252 
Sunday March 29 go 
Monday· · March 30 . 342 . / 

. The small number of f re·i ght ca r s .load ed on Sunday was due to the 
heavy r e. in s t orm th;;t t ext ended t hroughout t he· day. ( I have jus.t 

· bee,n advis ed b y 1 phone t ha t :the number of ca r .loads placed. aboard 
ship today , March 31 , vrill be l ow bec aus·e of r a i n t hi s morning.) 

( 2 ) The forego i ng figur.es ·were e i ther ch eck ed '"ith ·or provided 
by .t he· Army officials a t 'Philadelphia.. The'se 6f~ic1als sta te .. 
t hat t he statement t ha t 4-00 ca r s '"ere l oaded on · any one· day l a st 
v:eek .. i s in er ro·r , .App~oximat~ly this number of cars' :were 
unl oaded on a number of days , but many of t he ca rs w~r.e unloaded 
onto the docks for ·t empora r y sto.r age and not onto t he sh ip s · 

/ . . 
(3) Six s b i ps . s a i l ed from t h e Port of Phil~delpbia last 

week. One more ship woul d have sailed bad t he s tevedor es ·ne t 
stopp ed wor ki ng tbree ' hours .befor e the ~qading was eomp~eted 
Sat urday night. ·The -Army- off icer em dut y ·'at tJa.e pier made 
·nu~erous efforts on Sat.urday afternoon to get the se stevedor es 
t'o ext end t he i r wor k ing_ .daY .but he was not ·suc·ces.sf.ul . Co_l onel 
Williams hop es tc;- bring about ·an i mpX:?vement i n stevedo.r e 
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cooperation ·but he says 'that the job will require very carefUl 

hardlihg. I t was stevedore trouble , it is recall'ed, that forced . 

the l~itime Commission to move Ships carrying Russian cargo 
. out of Boston a f~"' months ' ago . · · 

. . 
(4) Eleven ships a re expected to saiYfrom Philadeluhia 

this week. Including the ships. that will arrive there will be 

about fifteen ships ~oading in the Port of Philadelphia by 

Saturd~y . This compare s )d t h twenty-four ships ~oading in 
Philadelphia 1.ast Monday, March 23. , -....... 

I 

(5) The Maritime .Commission bas assigned t hirty ships for 

the Russians t .o the Port · of Philadel phia for the month of Auril. 

These ·ships will be able to t ake .between 175 , 000 and 200 , 000 

tons o~ cargo . They will r equi re about 90 , 000 tons of bottom 

cargo - - ·steel , t in plate , brass , etc . -~ or ~bout 20 , 000 tone 
of such cargo each week. This week 1 s requirements for bottom· 

cargo are assured, it appears , Colonel Will i ams.' reo~ds showing 

that 5S7 freight cars containing approximately. 24 , 000 tons of 
such material s were in t r ansit last ~aturday afternoon. . 

' 

· (6) The shipping people and Colonel Williams have a strong 

feeling that cue t.oms paper work should be streamlined. 'l'hey .say 

that they would be. assisted in getting boat s out of port i! the 

"sh-ipper ' s export. declaration" ,.,~s eliminated and incomplete ship 

manifests were accepted. Any authorization to eliminate shi pping 

papers .mus t come from Washi ngton , the Phil adelphia .Customs 
officials told me , becau&e t he i nformation provided·· therein is 
ef interes t to the State Department , vomme~ce Depart ment , Lend
Lease Administration 1 

and. the Board of ~onomio Warfare , as .well 

as to the 'l'reasury Deuartment . · ( When :C returned to Washington 

Mr . l~ack , Director o£ Procurement , told me that discussions 

betw~en Procurement vustoms and other interested agencies 
with regard t .o the ~liminat:i~n of customs pap,ers 'iere now under 

way.) 

\ 

) . 
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II'. ~ •• llaGabe 
Dei'UV &d•tqSeV.t.r 
ottice ot t..ad LeaR Mettilttftt.ioa ,1, - 22114 sv .. ,, •.•• . 
1e.ah1DitQti, .D. c. 

Dear Stra 

. ,• 

41 reQUMtQd 1D J OUl" ~ of. IUab 2l, 1942, 
ad.drQe~ to the ~ctr.tarr of t.he 'l'reuUJ7 , . to.· P'rocv...\ 
DhilioD .•ill be TU,. · plMted '\o l"eDder all aftilable ~111\
~o 1a ~ purcbuiaa of-~ prenou.~- cont.raot.ed 
t or-ia tbe U,Dit.4pd -8t&WI bT tbe l•t.berlaaQ D1t ladS.ee. At . · 

· t.b. ~ .. •t;' t.1M " are ~t&t.ias wUh \bee tor the pUrob&ae 
ot e.e. ~u.. .ad alao t.hft ooppni wbicb ther pu:rcbaaed. . 
troa the -.raiAal m.!Me. · 

lfe DOte t blat it fe 1nt.nded tbat. t.!i.h ma"rial be 
purchaatd at coat. I.t. tbil ... Dt t o be 'out ot pocket coet' 
t o t he ~toh, auob u ato~e, cc.ilniou, eto., or. ihe · 
i DToloe co1t. of the .. ~tall 

. OUftoD l . 1Me1! · 
Dlnotor o~ Pr~~~e.at 

.· 

I 
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OFFICE OF L£NP.LEASE ADMINISTRATION 
FIVE-FIFJUN 22d STREET NW. 

wASHINcTON. o. c. 
" March .21, 1942 

v .. . 
MEMORANDUM TO .THE SECRETARY OF TaE TREASURY 

FROM~ Thoma~ B. · McCabe 
J / 

. , s·UBJECT: Purcha8'e of Mat~rial Owned by the 
Netherlands Purchasing Co~~sion 

........._ 

-The' Netherl ands Purchasi ng Commission now OYms' or has con

tracted for , in the UDited Stat~s. betwee~ $200 , 000,000 and 

$300, 000, 000 of military and other material w'nich is no longer 
\ \ 

required since the fal l of the Netherlands East Indies . The 
. ' . 

Commission. 'is ·seeking to dispose of thi.s material at cost . 

It is . out tho.ug~t that all material which is standard 

\rith the War and Navy Departments spould be purchased by War . ( . 

and Navy at cost to the Dutch, and paid for- out of their 

respective appropriations •. 

With respect. to no~- st8.ndard military equi pment and other 

material which can be classed .a!) · defense articles under the . 

: 

. Lend- Lease .Act , we propose that i~ should be purchased oy t he 

Procurement ni~sion of tpe Treasury Department at cost~ th~ · 

Dutch, and paid for out of funds allocated by Lend- Lease • . It could 
-~ . . 

then be hel d s~bject to t r ansfe·r to othe~ governments- under the 

I 
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Lend-Lease ACt• ' 
Vie have a.ske~ the Netherlands Pu~chasing 'commission to 

' . . . 
supply·us with a. schedule giving complete i)lformation concern-

i_ng the ma.teria.l and contracts involved. ~en it has been 

received1 w~ shall send it along to th; Wa~~Navy,{ a.nd ' 

Treasury Departments in· order that 'the classes of mate-rial 

may oe determined •.. 

In the meantime, we woul d appreciate an expression of 

your views concerning t~e proposed puro~ase by your Departmen~ • 
\ 

I 

\ 
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TO 

FROM 

Subject : 

.. 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICAnON 

) 

Secretary Korgenthau 

Mr.. lamarck' 

oA n Karch 

Shipment of Planes to .Br1t1sh Forces, Week End1hg 
March 24, 1942 

1. In the week ~nding Karch 24, 1942, a t_otal or 27g 
·planes o~ all .types (194- combat planes) were shipped to 
British forces. 

2. : The week in question is a record o~e ~n a number 
of re spects. During this week : 

a. The largest numb~r or planes ~r ail typ~s were 
shipped; 27g compared to a week~y. average of 
~00 in 1941, anq a weekly average of 112 in· 
1942 to ' date. 

b. The largest number or combat planes were 
shipped; 194, or more than double the 1941 
weekly ·average ·or 70, or the 1942 weekly ~ 

average of 94. 

c. The ·largest · number of Lockheed Hudsons .(56) 

. and of· .Consolidated Catalinas· (12J shipped. 
in any one week were sent out in this period. 

3· The planes previously included in the .category •To 
the For~es il') Russia• have. been dropped from thi's: week's 
statement . Since these planes are for Russian use,· they are 

included in the fig.ures ot Qur exports to Russia and, there-. 

fore, do not belong here. 

4 . . Develop~ents in the . war have made necessary .adding 
a new category· planes sent to the- British forces in India. 
In the last· we~k five Grumman Kartlet fighters were sent 
ther·e . These, added to the nine Martlets previously sent to 

India, makes a total of 14 shipped to t he British Indian 

f~rces. 

\ 

.. 

' 
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Table A - S~i1p~ente by Area · . 

Week Total ;Shlpped T 
End1n( · 1n 1942 

~ar.ch 2 ,1942 to d.at-e. 
42"· \. 

Light and m~diu.m bo~bers 47 67 1,.22g 
Heavt bombers 9 14 ·us 
Naval patrol bombers· 0 g 110 
Pursuit 42 · / 470 ·7g1 
Arri'ry Cooperatio~ 0 30 . 61 
Trainers :__Q. __ o ___g_!i 

otal to the United Kingdom 9S 5S9 2,322 
-""' 

I 
' 

Lii!'ht and medium bombers 17 1}7 467 
·Heivy bombers 0 0 5 
:Pursuit .0 155 1 ,00"3 
Army Coope.ratlon 0 12 12 
Trainers __ o ._A _!.5Q 

Total to the Middle East 17 "312 1 ; 637' 
.\ 

Light and medium bombers 4 ' 19 . 1g7 
Heavy bombers 0 1 1 
'Naval Patrof bombers 12 23 31 
P.ursuit · · · 0 30 ~ 72 
Trainers __M . _gQ2 1 , ·450 

Total to· the Canadian Forces 100 2S2, 1, 7·41 

ish P 
-Li ~rht and medium bombers 26 g4 179 

."Naval ~·at.ro1 bombers· 0 0 2~~ Pursui · 32 60 
Trainers _:_Q _Q _!.Q2 . 

• 51! 144 Total to Pacific Forces 

Purs·uit · __2 ~ ~ 
Total to Indian F.orces 5- 14 . 

Light and medium bombers 94 . -3£~ 2,~~! -
Heavl bombers · 9 1 g 
Nava patr'ol bombers 12 .3 
Pursuit" · 79 729 2 .. ,~ 
Army .Cooperation 0 1~2 

· Trainers _ S4 ._au 1.122 

Totals 27S 1, 341. 

·. 
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Table B - Shipm~nta by Types 

Week 
~nd1ng 

March 24,1942 

A1racobra 

-.uii~>vJ. 1d~ ted Catalina 
Liberator 

i ss K1ttyhawk 
Tomahawk 

as Boston I and. II 
Boston III 

enn Mart in Baltimore 
Maryland 

•v~;:~.u,~: t d Hudson 
Lightning 
Ventura I 
Ventura Bomber 

American Harvard II 
Mustang 

Ch~eapee.ke 

t ee Stinson- 049 

Grand Total All Types 

\ 

., ' 

: 

11 

3 
0 

0 

10 
0 

12 
6 

32 
0 

0 
0 

0 

.17 
0 

5 

56 
0 

· o 
21 . 

0 
31 

0 

0 

0 

-~ 

Total Shipped· 
1n 1942 · 
to date · 

/ 

23g 

4 ' 
5 

0 

10 
S6 

31 
11 

249 
0 

0 
0 

' · 32 

140 
0 

19 

127 
3 

12 
23 

47 
220 

0 

7.4 

0 

10 

. ., .. 

\ 

392 

24 
29 

16g 

10 
700 .' 

16S' 
100 

631 
544 

S2 
410 

54 

20g 
150 

60 

1 , 097 
3 

12 
23 

944 
300 

5 

75 

50 

14 

I 

6, 253' 

\ 
_) 
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Tabl.e C - Plane Sh.i pment s to t he British by Weeks 

Li ght and ..... Naval Army 
medium ·Heavy patrol Coop era-
b'ombt9r g bomber s bomber s Pursuit t1on Trainers . Tote.l 

e ekll Average ' 
.. ' . 

t ·sh1pment .s 
1n 194;1. 36 2.2 / 2 . 7 2g ·3 . 6 30 . 2 100 

January 6,19~2 24 - 0 5 30 4 9 72 

January 13,1.9~2 ~ 
0 ~-

5g . 0 . 42 105 

-Tanuary 20,19lt2 0 0 14 0 "60 .. g2. 

'Ja~:tuary 27; 1942 " 24 
I 0 1 100 ~ 13 143 I 

I 

February 3 , 19~2 9 0 3 10 4 . 30 

Februar y 10,19~2 33 0 3 ~i 
0 4 99 

r . February 1 7,1942 ;t2 . 0 2 7 0 62 

F.ebruary 2~, 19~2 . 33 0· 2 g6 
~ 

1 . 129' 

March 3,19~2 26 0 1 go 0 . 113 

March 10 , 19~2 29 2 0 7g 1 0 110 

·March 17, 1942 34 l 0 94 
' 

g 0 1"37 

March 2~, 1-9~2 ~ _2_ ___ll ___l!l _ o _ ~ 27g ' . 
, 

Total shipments 
·since January 1, 
1941· to date* 2,Q61 124 16g 2,09g 73 · 1,.729 6,253 

. . .. . \~'\~ . . 

• .. These totals include a few aircraft shipped ~" 19~2 prior ·to March 17A, which Are not listed r ' 

in the weekly figures . Due to a mistake by the s ource. or. the data, Lend-'Lease ai'rcraft 

flight deliveri es were no~ included i n the weekly s t a tements. The corre ction bas now been 

made in the ' tota~s. 

/ 
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f'Of t . 

TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 
. ) 

DATit March 30. 

TO 
Secretary Mor genthau 

. . 

).tr . Dietri ch S T ~I C T LV .C 0 N E I pEN rIAl 
Official sale a· of :British-owned dollar securi ti.es under the various :Yest

orders si nce .Feb~Y. 1~, 194o: 

. ; 9 
10 
11 
12 
13 
14 

Sales from 

·No; of. Shar~ s 
Sold 

· · Feb. 22, 194o to. 
Mar. 7, 1942 q, 84],610- 1{6 

Sales from 1 
• • 

Feb . 22, 19llo to 
Mar . 14, 1942 - 9 ,84].610-1/6 

\ 

{ / .· 

$ Proceeds of Nominal .lralue $Proceeds of 
· Shares Sold of :Bond·a Sol d · :Bonds Sold 

-500 500 

500 

281, 858 ,163 45;647,516 

281 , 858.163 45,648 ,016 31 ,474,216 

~J 
I 

. ' 

.. 

I 



·yo~ Yiss Chauiloey · 

TREASURY DEPARTMENT 

INTE~F'Ft<;:E COMMUNICATION __ ) -

DATE March .30 , 1942 

TO Secret~y Mor genthau 

Mr. Diet'rich . 
\._ ·s T R.l c'r L v · coN Flo EN·T 1 A L 

Official ael'e s _of British-owned dollar securities under the Tarious ·vest
orders since· February 19 •. 19~: 

$ Proceeds of 
Shares Sold 

$ Proceeds of 
Bonds Sold 

500 

500 

Sales from 
Feb . 22 , 194o 
to Mar. 7. 1942 261,858,763 37,473. 716. 

Sales from· ·-----Feb. 22 , 194o 
. to ~~ar . l4,1942' · 281;858,763 371 lq4 t 216 

$ proce.eds of non- vested seolu-i ties· sold: 
Mar . 2, 1942 - Mar. 7, 1942 . 

$proceeds ·of ·non-vested securities sold. 
Sept . 1, 1939 - Feb.· 28 ,. 1942 

$proceeds of·· non- ve11ted secV.rities sold. 
Se'Ot. 1 , 1939 - l~ar . 7, 1942 

Jan. 7 , 1942 - Cash Dividend on 156 Shares 
Jan. q , 1942 - Partial .Liq_uidating Dividend;-

'Total 

,, 
500 . 

319,332,479 

319, 332,9]9 

800 , 000 

243.900 ,000 

244 1700 1000 

GRAND TOTAL 

\ 

I 

/ 

319,332,979 

244, 700 ,000 

' 564, 032,979 

$ 61-
125 
42 

9 Units sold .fr om Aug. 18 , i 941 - l(ar. 14 1942 for . 
11 Shares Stock Dividend sold Aug. 18, 1941- Mar. · l 4, 1942 for 

56 ,007-Ri~ts ~old from July 24 , ~941 ~Mar. 14, 1942 for 

123 
102,938. 

~ · .. 
/ 

~ ~ 
. .,...- . ·-. - ...--- . 
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61-
.25 
42 

l23 -
.938 

\ 

~Q~!. 

OOTGo·nrG . CA.BLEGB.Ul 

I 

Stabilization Board of China 

Chungking 

No. 4 
\ 

Your Nos . 3 a~d 4. Pa_vments m~~ 

Federal Reserve Bank of New York 

.. 

• 

' , 



Llr. L·~ve~ey 

Mr. D. 1f. J3eli 

'I 

Karch 30_, l942. 

" 

/ 

Will ~ou please send the following cable to the American Embassy, 
'· 

Chung.lting, China~ 

\ 

IIFrom Treasury: 

With . reference to cable No. 101 February 14, 2 p. m. ·. 

and. no. 170, March 13, 11 a.m. plea se advi.se ~he 9entre.l 

Bank of China, C4ungk1ng, . that its designation as . a dep~itary 

of public moneys of the United States has now been extended 

-further to per mit t hat bank to accept deposits ana. maintain .. 

accounts ~o the official credit of John Carter Vincent , 

disbursing officer for Division of Disbursements, Treasury 1 

Depar;~J~ent, .or h is successor in office. 11 

EDB:e-ri 3-28-42 
COpYibj 3-30-42 

. ... • 

I 



TEI£GRi~ SENT' 
. ) 

NMC 
Tnls tElEgram mqst bE 
pnr o._phra.S Ed bEfOrE bEing 
comntun1co. tad t o n~yon.~ 
othEr thnn o. ·GovErnmEnto.l 
agEnCY~ (BR) 

. C·HUNGKINGj . (CHINl~ ) 

. '· 

·. From TrEo.sury• · 

Mnrc~ 3~, 1942 

l p'•nt~ . 

' / 

\ 
FEbruary 14, ? p;m• and no . 1701 March ·13~ 11 a ; m• , . 
plEnsE_nd:visE thE IJ.entrc:1 Bank of China , · Chungking, 

- . 
that its dEsign~tion as a dEpo~itary of public 

·· monEys of thE UnitEd StatEs has now bEEn ExtEndE.d 

furthEr t ~ · pErrJi t tho t bank to ace Ept dEposits 

::.1rid mni~tn1n ~ac.coun ts to fuE offic io.l .crEdits ·. 

of · J o}ln Car.trr V1nc c:nt, disbursing officEr .for 

Division: o f D~sbursEmEnts 1 TrEasury DEpartmEnt , 
. . 

or his 'succEssor ·in offic .E. END QUOTE i 

.FD :FL:BMcB 

\ 

-. . 

VIE LIES 
I..CTING 
(FL) 

.• .; 

.· 

' • : 

/ 

I 

' --

) .. 
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In reply ·reter to 
7i 74o.OOll3 ~o~an Yar, 

... 1939/3~ . · ' 

. March 30, 1942 

.. 

!!!he Secr~tary ot Stat~ preeent~ his c~llll>l1mente . 

to the' Ronorab1e· th~ Secretary. of .the Treasury and . .. 

tran81Di ts herevi th ~aphraeed copies· of · telegram · ' 

. no.· 1350 of .March~. ' 1942 from London, concerning \ 

. ' 

German attempts to obtain control of business 'proper~ · · · 

tiel sitUated ' in occupied countriee of Europe• . 

Encl~surea 

From Lonaon,· no. 1350, 
March 20, 1942. 

eh:co-py 
3-31...42 · 

L 

I 

.· 

.. 

I 

I 
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\ 
\ 
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P~ OJ mwcpjv DJfit• 

:rRO~I .AJ(INBJ,SSY • J.oll4oa 

DA!IDI .. I March 20, 1~. 10 p· • .:. 

NUMB~Ra i),O 
... 

With an 17~ to· thelr poaition', Pr•I1DI&b17 at tlie' ~ aoD.ference . · ~-
cording to .the ·Bod Of !reA~ I I fra4i~ vi th the •• ·hanoll, then i.~ · 
ev~~ence of German attempt• to obtain control OTer the buaineae prope'rt1ee 
Qf the .Ul~ea vi thin ·~l'llall coa \rollet. hope . throqb . lqal. •an• wheneTer.: 

Developaenta condcleret as ~onf1ra1Di; thh Ti~ are. ae follovaa 
. ' 

\1) !be purc~ing of outetan41D& boDd.e .in the u'Jihed S~t~e ·f~r 
destruction or for 1,!111ggl1ng into Gel'JII8D7· which te an ·eetablimed factl . . . . . . . 

(2~ The tranefer to J!ll~nc~ ~omine•• of Br~ tilh 'bulineu. Pl'~Pertiee in 
_.,,._A·-AA• '1. G. RlUltley aD4 PB:laer, maAe coJIIP!lleory. by . a Gel'II8D de~rH; · 

·· (3) The ·ae~ purcbaee of aa maD1' propert1et as posdbl8 legallf ·~vn.a . 
by retugees and locatect 1n ·o~cup1e4 ·territorial of which- .u:t!ieient evidence 
exists to conTince the ~r,_ tiah; · · \ 

(4) . The alleged attempt tom~ two monthe ago to force' the a8le to irench 
. ci then a of propertJ' in hance belonging to A. Hollander and Son of lew York 

City; . - . · · . .. 

· ( 5) 'l'he German atte111p~ to make a outdght pul'Cha_ae -of· the Hungarian 
company'· of General meet;r.-ic . which the. Tree.~y ,Departmen-t is ·reported tO han 

· blocked. . . . . 1 
-

. ' I 

· !rhe attempted transfer to · Srl.tzerland of· tht control of the French compan7 
.belonging to the lfatioD.al 'o.a-sh Regitrter 18 co~eidered ~a a new $XLd recent · 
deveJ.opm~n t by the floa41Dc vi \h . the Ybew Br~h. The· ~eric:an colllpalll' he• . • 
tefu$ed ·tlie authorisation f'Or thie traneactioll aecording to adrlee rece1ft4 
from i~t LQndon ·office by the Br.i tieh. .. 

. . . 
. To e·ata~l1eh Swiss majority coJitro:J,· and thus give hbleelt l7 better sta.tue 

with the German administrato~· at a repre.sentatiTe· of Swiat ra'ther than Ameri!'an 
interest. ~d to faciU,tate the eUJipl$ ·9.f machineJ to .Swiherl&nd f'roa the 

·Pa.ris factoey, · the Amal'1can co~~· hropean representat1Te hal propoted thd 
~~as bankers ,!urniah three million Jrench f~ance for the purpose o~ ~ncreas~ 

. th,.e French comp8D1' 1 capital. Becauee o·f his. c.ontidence that GermaDT will gran\ 
its approval~ po.illfc to. the eu.epic1on that. the ~.rmane probab~ not onl7 1nep1re4 
the arrangement but would w8l.come it, 8ltho'QCh.he appear• to be· innocent in the 
matter. A Bern ,report that the repreeentat1Te of the •ational. Oaeh ReP,ater hal . 
received information froa ·a Geraan official that .Switserland coul4 obtain mach~•• 
from ~ Berlin. tactort 8hould a new co-.pa:DT be formed and the preaent ~·· COJilP8Il7 

· be permit\ed to die a natval dea~· len41 eupport ill the matter. . . 
' I • • . . . 

It is suspected: by the :Britilh ~t a political or legal ad.Tantace UT exiet 
tor Ge~ by thh ao~e · to uUllM ·a tapc>rai'T neutral a• a ·:repotitorr tor. · 

. . ' 
.· ; 

/ 



' . 
oo~trol oni' the . bUII4111 properiT : 1ll ocnplel ~,. 'belcnacw -- .&Mrloea 
altboucb the. ,rea1on1Dc 11 aot ·a.UreJ.T cl~. !be !ra41Ac ~tll taw .• ...,. 

·· llranch take• the .view to •t~ o.ut ~t the7 WJ!t 8114. _tha. ,1top lt~. 
~ .. •. ' 
. It 11 intendel by. thle 11111~ to ~all theae tueplcloaa to the atteatlon 

of ~· .American goTenaen\ ~ per~fl relna t to aerl~an pOliq ab0ul4 
!m'th~r tran.eac:tlonl of thla \JPI be pro}lolel, aD4 101lcitinc for the ~rit.hb 
e.Uthoritiea e.rrr conf1~ -I'Yidenct o~ Go~ernaent can f1U'1111h-. !h. backcroun4 
iil!ormation ~Jl tbil ceneral 11 tuation. 11 kllo,n by _.,. y •.. Kc;Ooab vho recatly . . 

. arriTed in Yaibington ae ~· !ra41Dg 1rith the .__, :Br~chla repreHJlta.tl'te at 
. the ;Bri~~lh ·~a1q. · .· . 

.. 

.. 
( . I 

eh:eopy 
3-31-42 

\ 

'· 

•r.· 
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TREA~URYD~PARTMENT 

INTER OFFICE COMMUNICATION 
. ) . . 

CONFI.DENTIAL 
Regi~tered aterliDg tr.e.naactiou of the reportinc· banka v.re _aa follcniaa 

. Sold to caaercial concerna -~oo. 000 
PUrchaeed ~rOlll COIIIIlerc~~ concern a . i. o, oop 

Qpen market at~rling held a~ 4.0~3/4, with no reported tranaactiona. 
. . 

In. New York, closing quotations for the foreign currenciea: listed below 
·were as follows; · 

. Canadian -dollar · . 
Argentine. peao ( free) 
Br.as.ilian milreia (fx':ee) 
Colombian peso 
Mexican peso 
ur.uguqan peso (free) 
Vene~elan· bolivar 
Cuban peeo 

13~ ·discoimt . 
. 2373 
.05lb 
·5775 
.2064 
·5295 
. -2815 

' · 

1/S'f, premium 

\ 

I 

We sold $3;990,000 in gold to the qentral Bank of the ·Argentine Republic, 
which was ei!..rma.rke_d for ~ta account .• 

· . we purchased $864, oOo ·in g~ld from the earmarked account . of. the. central 
Resene Bank of- :Peru. : · · · 

No nev gold engagement& were repor~ed. 

I 

\ 
I. 

. . . 
In Lo~oil, sp ot and forw~d sily·er remained at 23- l/2d, equ,ivalent ·to 42.b7¢.· 

T~e Treasury•• purchase ·pric~ for foreign silver w&s unchanged at 351· 
Randy and Harman's aettleme~t price for foreign ailver was ~eo unehenged at 
3'>-1/8¢. . : . . 

We ~e no pUrchaeea of silver toci.q'. 

\ 

; 



.c, 

• 0 

~2.b7¢. 

Cow.. 13 -, 
BRmS~ 1111'1' ~ 

(u.s. Bmm'l') 

'· 

Information received up to 7. A.M., 30th llarOh 1942., . 

. . -
. . . ' Ai;' photographs ot s.T. NAZAIRE on ~h. sho~ t hat the sea~ look 

gate was .missing and t_he 1oc~ ·~· tlooded. H~H. Cruis~, eJlcorting ·a· ~0~~1' .tO 

RUSSIA, sighted and engaged three enem,y-4estro~rs abo1,1t 180 miles 'north ot 'tb8 . - / . . 

MtJRl!A~K co~st at 8. 51 a.m. yesterd47• At 9. 8 a.~. report ~a recei ved .~t pne 

'destroyer had been set on f ire and s~ _ was 1n pursuit. ~ ~·report._received~ 

BURMA. TOUN:JOO FRONT. At ·4 Pollio 2~h situation obscure. Japanese' 
I 

reoorted re~nl'orced and. atta~ from the s'outh • . chinese coun~~-attack from 

YEDAS!lE in the morning met ~re resis~ce than expected • •• considerable · oasualties 

on both sides. 

SOUT~N SHL"If STATES FRONT. Two Chinese companies attaCked about 300 

Siamese/Japanese troops in the MOIDTON area. The enemy ret~ed after suffer~ 

casualties~ 

3. ·{a.IR OPERATIO}S 

m>TERN FRON'r. LUmX:K. 28th/29tp.. 205 bombers incluaJng 46 heavy 
- . . I 

type, attnck9d from heights varying between 17, 000 ~md 1, .300 .feet, dropping. 163 
. . 

tons· of high explosive .(seventeen 4, 000 pounders} and. :146 tollB o~ fucerxliari es • 
. · 

Nearly~ the aircraft, i 'ncltiding .2;6 S:t;irli.ngs1 carried incendiaries onlY' • . Bright 

moonlight, no cloud. Anti:-aircr~t sli~ht but. fighter opposition. severe. Two 

J~ers 98 claimed as des~oyed• So~ crews guided t~ target. by fires_ seen 100 

llile~ auay.- The islalXl centre: or. the town. uas des?ribed ~s blaz~ like one large 
. . . . ~ 

fire, and a machine tool factoi-y was flattened. - Two-other large factori es were 
. . ' 

baily damag~, one of t~em being well alight • . · Reports ~e unanimous· in describing 

attack as most successful. 3{). R.C~A.F ., 15 R·. A.A.F. and 10 New ZealalXl bo~S 
-- - --

Two carladian az:d one NEi• Zealand were amcilll1i those lost. 

29t~. Spitfires set f ire to a ~aval auxll~acy. craft. off NJEUP(RT a:Jd 

Pl't:~bly de:,~troyed an .~nem;y fighter. Two are miss~, Pil:O~ safe • . 

· LIBY..\. 26th. . &stons ballbed ~ ~ ·gr~um. Esc~ llitt y-

hawka proQ&bly destroyed three German fighter~ and damaged a fourth. Two were lo~to 
J4.AI.TA. 29th. Nine ~ bomtiers attacked, -causing. slight ciVilian 

dlllll!l.ge. One was prob&bl.Y destr~ ey · ant1-air91'aft( fire and a ~econd we..s da-.g~ 
'by fighters~ ReWqro--nt s or ~~n Spitfires;, two -Beaut~ts and three Blenheim& 
· arrived · sate,~ . ~ . , 

• Jo.J • 

. ' . ·. · JIE!)ITJjiUWf.AN. ·.~28th. ~~ ·c~ torpedoes hi~ an . . ) 

·(~, I,~ 00) ton oqo 'abip ott' ~AouuS,~~. . · · . · . -: . 
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~NITED STATES GOVERNMENT 

· COORDINATOR 9f' I~.FORMATION 

WABHINGTON, ,D. c. 

March 30, .1942 

- The · Honora ole . 
The Secret ary of t he Treasury 
V/ashington, D. C. 

DeB.r Henry: 

--

Attached is t he Briti sh Ho'me 

Intelligence Report for the week end.ing 

March 23 , 1942. 

Sincerely , 

. ( . 

fitt 
Vfilliam J . Donovan 

Enclosure 

.· 

·. 

:· 

• 1 . l 
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247. 

' 

There does not ap~~r to have 

change in ~e state or· public contidence 

on home and 1n4~tr1al tronts 

even though allied initiative 1n the Far East con"'"~ ..... r: .... 

to "a cert~in brigb~ening of the g~neral scene•. Soae 

quarters ope~ly disc~·s "the po$Sib.1lity of a defeat". ·The 

question "do we deserve to·~" is couple~ With this • . • A 

certain r eluctance to discuss the war" i s reported from . 

several. regions. / 

A demand for inspired, strong and active government 

' fEladership is reported by t en regi~al i,.ntelli ge.nce officer s .• 

The main r-eaction to new restrictions on f ·uel and clothi{lg/ 

has been an "almost pathological gratitude" . Both ar.e r egar ded 

as real steps toward a total ~ar. "If the people's sac r ifices 

ar e not capped b,y vigorous government acti on a swing toward 

communism or de·featism is t hought likely." . \ 

Reference i s ma~e_to a sense ,of "-l!italism and f rus tration" 

in f i ve regions . It i s suggested ~hat such feelings rise from 

th~ des ire for concr ete evidence t hat we are reall~ tackling 

war pr6duction and successful British military action . Dis-
/ 

sati s f action· over production comes both from the many stori es 

of holdups and · idleness which are in circulation and from 

the direct expe.rience of workers and also from a "lack of 

information about what i s already bei~g done." Five RIO ' s 

record appr eci ation o~ Halifax ' s speech in this connection. 

Far East . A more hopeful outlook is apparent in public 

feeling about this theatre of war . Regional intelligence 

officers are almost unanimous in ascribing this .mainly to 

MacArthur's appointment. "MacArthur's prestige stands higher 

than that of any general outs ide Russia. Evidence i s t~ken 
' 

from the heavy blows dealt the Japanese fleet t hat nat last 

the allies can hit and hurt the Japs "~ This news "has counter

acted the fatalistic depression caused b.1 allied l osses 1n 

the J <iva Sea Battle" • 

. Cripps has r eceded · a little ~om forefront of ppli ti,cal 

" picture i ~gnitude of his t ask i s ~ppreciated" but most 

~~ople expect .him t~ be successtul~ A typi cal coiDIDent is ) 

"the ~e man ,for the job"·.. It 1:s ho'ped .that he 1til_l not be 

---" 

( 
\ 
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d with depression, 
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a defeat•. The 
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feelings rise from 
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. the many stories 
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• 11 Five RIO's 

.his connection. 
' 

oparent in public 

. intelligence 

:his mainly to 

. i ge stands higher 

·id~nce is t jiken 

1t that· nat la'Bt\ 

; news "has counter-

llied losses 1n 

~ont of political 

1ted" but most 

!al comment is 

t he •111 not be 

r 

-2-

gone . too long •. !he main Public interest 

India, ~t is stated, is "strategic rather 

although "Indi~ ~hould get her fre, dom• 

ing. 

Singapore . Ta~ of its fal1. is being rene~ed. 

the f~~st time in history that s~ many men have surrendered 

without a fight.~ · It is felt that "no adequate explanation 

has been given". "Sorrow seems to stifle criticismit · &Jiio~g 

those w~th missing relatives . / 

Australia holds increasing interest. ~resence of o. s . 

~roops is wel comed but there is specula tion as to real 
...... 

\ 

strength of these reinforcements. ·There is a wide belief vhat 

"Australia is gravitating m<;>re and. more'! toward the U~ited 

Sta~es and is "as good as lost to us as a Dominion" . · It is 

r egarded by mos t people whq comment 1;.hus as· a "sound idea . 

t o have a permanent link between t he two . count~es" r a t her 

t han as a disaster. 
' · 

Ru5sia. There is continued admiration for the 'Russian 

efforts but doubts . of t he accuracy of .t~eir communi~ues grows . 

The anticipated German eas tern offensive in the S?ring is 

causing increasing anxiety • I 

. United States. There i s an increasing belief t hat at 

l ast Unit~d Sta tes is ngettL~g a move onn, particularly in 

Australia. The news reels of Pearl Harbor are said to have · 
\ 

"brought home· to t he people what a handicap it has been 

much was ' los t t here". 

Invasion prospects~ There is some evidence t hat the 

people are· growing "more invasion conscious in southwest" 

with little reliance on our methods of. combating the invasion • 

Inequality of sacr11'ice . Among certain sections of the 

public there is growing evid~noe of a feeling that •everything 

is ~o~ fair and equal and therefor e Q~ sacrifices are not ' 

w9rthwhil~.n · In particulnr the~e is th~ be~ief that the rich 

are hit less b,y ' ra~ioning than "ordinary persons. We poor 

beggars can't get petrol for busin~ss , yet we see the big 
/ 

bugs ri~ing 1n their push cars • " 

. ' .· 
_) 
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UNITID SrATD GOviRrGarn 
· COORDINATOR OF INJIORMAnON 

Ma.r dh .30, ·1:942 
( 

· Honorable B~nry ·Mor genthau, J r . 
- Secretar y of the Treasury · 

Washington; n.· c. 
Dear Henry: 

'"" 

.Enclosed is a summary of G~rman 

Home . Propagimda prepared by the m:. 

- sincerely, . 

William J • 

R'~~- ~ 
£!n~ 

•. 

Attachment · 
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1. Aside from vague references to 

from the Ukra~e there is no obvious endeav 
. . . 

consola~ion for cuts· in meat, bread, and fat -rati~ns an 

·gloomy p~ospects .:flor· the vegetab~ and.-·p~tato situation; 

Propaganda el!lphas.iz~s: " 

(a) It is worse in Britaui 

(b) The 'military sit'layon ~s improving 

(c) Germany is aiding the New Order by ··feeding 

Finland and "worthy" elements of occupied, countrie?. 
-~ -

2. .Labor drive ~ontinue~ with the filling of 1 

_1, 700,000 vaqancies the go.al! Forty thousand girls are 

being drafted into armament industry. Decree authorizes • 

compulsory ~arm work by inhabitahts ·of sm~ll towns and country. · 
I . . . 

~-Under penalty_ of · confineme~t i~ conce~t~ation ~amps in "serious 

1 
cases" all pnvate travellmg 1s prohrb1..ted.. -

··I J. Russ ia continues t o dominate the news. IQ spite 

of growth of confidence t hat t~e worst is over, there is 

caution ·in predicting result of· spring offensive! Home 

propaganda did not carry Wi lhelmstrasse denia~ that British 

Aoerican· tanks in . ~e in Russia. · Instead the destruc:tion 

of }~erican British planes and tanks cl aimed. 

4. For the first time •hed~ehog" military positi9n 

is lilentioned and. new t ype "cockade" defense is · ci.escribed, --. 

5.. Growing attention to Australia ,. over wh ich 

"British f !ag will not fly much l onger8 although not yet 

certain whether it will be replaced 'by J apanese o~ American . 

flag. · Increase in at tention to ' Aoierican , Philippines , ~ina, 

Yediterraoeani decre~e in attention to war at .sea, western 

f~nt, · Japanes~ ~p~rations. 

6. No attention at ail to the follo~ing: 

/. (-a) Roum~ian-Hung·~ squabble . 
f . 

·(b) London debates on , propaganda to Germany . . ... . 
.. 

• · • (c) 'Trials at Riom 
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In~tru-~:t.ioxu3 issued to avoid praising. ~U an to 

avo1d any ~ommitment to breakdoWij Cripps n~gQtiatio s. 
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TREASURY DEPARTMENT 

IN-TER O.FFICE· COMMUNICATION · 

TO 

FROM 

Secntaey liorgenthau. · 

·Mr. Kamarok 

~ubJeot: summary 'or Kil1~ary Re.port s 

Gel!Dlan Y1:1·1 tal'Y Forces 
___.:::r 

C a) · German' Na!l 

' / 

DATa lla!'Oh . 30 1 

The German Navy has . concentrated the· bulk ot _its availabl-e ' 
. s~r~k1ng .toroe at. Tr-ondhe1m .- . .A ·heavy o·ru1ser, Admiral ·Hipper; 
was able to reach Trondhe1~ safely ~s a ·replaoement tor the . 

. Prinz Eug~n . wh1ch was damaged by a Brit1~h torpedo on. 1ts way 
to Trondhe1m. At Trondhe1m, the Germans, thereror~, ·have avail
able for action the. bat.tleship· Ti-~1t·z, the he$VY H1pp,r cruiser,. 
and several ~estroyers ... The · only other German ship s th~ are 
fit for fighting are an aircratt ,carrier, two pocket battleships, 
an~ four light cruisers. , . 

. . 
The main concentration of submarines still contin~es ~o be 

~n the West Atlantic an~ the West Indies. 

(b) German ArmY · 
. / 

Coastal detense·s in Norway have been strengt bened. Five 
to ten new coastal .detense ' battalions have been moved lnto the 
.country. The main ge.rr1.son still remains at ~ight diV:iei.ons 
(160 ,009 men} . · · · . · .. . ·. 

(c) German A1r Force · 

The Ge.rmane. have about 25 tour~motor Condor reconnaissance 
bombers ·in · Denmark and N.orway. . This represents the l~est 
concentrat ion ever made ·in this area. It is probably intended 
to provide reoonna1ss·anoe to~ ·the- German ·naval units at Trond-
heim. 

Although the Germans have la~~ge numbers ot ·f1ghters 1n 
France ~nd Belgium, they are being . used ·with great economy. 

There are now over 4oO German planes i n Sioi,ly.. This ~.s . 
the l,argest· number 0 r· -German planes ever based-' in· thiS' area. 
About o~e-t~1rd ot these are bombers·. This torce is me.1nt&;1n~ng 

\ 
; 

/ 

·. 
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the highest s~a~e ot bo~bing ot ·Malta in the wait to date·. 
on th.e .average, 150 pl~n•" a day .attack the .\(altese air. 
t'1eldsand shippi~~· \ 

Ge~an air ·strength in Libya has fallen ott dUe to 
the concentration in &icily ,and now totals around '500. 
The British have air superiority on the Libyan front. 

(d)" Germ~n . Militarr Preparations 
/ 

· . Since January, the Germans have materially increased 
· ~hel.r producti.on· ot TLO (Tank Landing Craft). A humber of 

additional yards· have been taken into use . '6ermany is .now 
building at a rate of 300-500 a year·. 'f{ithin a relatively 1 

short time·, it is estimated, the Germans will have 127 
.TLC a~ailable. (This development is most significant . 
There are several likely· explanations: . 

(i) The Germans hope to finish the. war tp1s year, 
to crush Russia and to swing around and pe 
compl etel·Y prepared to invade England. \ 

( 2) As an act of desperation·, the Germans may 
attempt · to invade EnglAnd while the bulk·. 
ot th~ir army is still tied un in Russia. 

(3) The· craft are being built for a rapid invasion 
of Sweden.) 

(U.K. Operations Reports, March 12-19, 21, 22 , 27: 
M.I.D·. Situations Officer, March 25, 194-2) 

Japanese Fleet 

The main Japanese fleet is. presumed to be 1n home 
waters. .Nearly all 1t s cruisers and light craft have been 
detached· to ot·her a·reas. sever8.1 units of the sout.hern 
fleet appear to have· returned to .Japan and the rem·ainder 
~re. in the Malay.en area . A naval force 1e .consolidat1ng 

· the various bases established or taken over in the Java Sea 
area. The . only un1t known to .Qe oper~ting in the Philippines 
1s one tloti;l.l_a ot tou·r destroyers. · · 

The operations ·in New · G~inea are being c·arried out by 
th~ Fourth Fleet, whose strength, with reinto.rcements fro~ 
the Main Fleet, is ·estimated to be four g_1nch cruisers, two 
6- ·1n~ cruisers, two 5· 5 oru1~ers, t'ffO seaplane carriers, ~~o· 
aircraft carriers, eight destroyers, and nine. submarines. 

"'~ 

·. 

/ 
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considerable , damage was infliC?ted on this fleet by .Alli.ed 
a1-rcrat.~· between· the lO~h and 26>t~ .or Karch. _ Four cru18.ers. 
and three destroyers are reported to have been sunk but -·-
individu$1 ships hav·e not been _ident_1tied. ' ' 

.( u. K. Operations Report~ Karch 12-19, 1942) 

u.s. A1rplan'8s in the Far East 
/ 

_ In Burma, 5.9 J~panese bombers with fighter escorts 
..----4ilade three attacks on an Allied ai·rdrome. Eight B1_enbe1m 

bombers .were de'stroy:e_d on the ground and sevtm damaged. All 
of the P-40 1 s or the American Volunteer Group wer·e damaged 1 

on the ground. 

At approximately the same time, British bombers attacke_d 
a Japanese airdrome and either destroyed or .damaged 2g Japanese 
airplanes on the ground. 

(U.K. Operations Report, March 23-24, 1942) \ 

'· 
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TREAsURY DEPARTMENT 
. · WashingtOn 

roR RELEASE, MORNING_· NEWSPAPERS, 
Tuesd~, March· 31, 194-2. · , 

. 3/30/ . . . . 

\ 

-. Press· Service 
-No. 39-91 . _ . 

' / 

The Secretary ·or t~e •rreasury anno\Uloed. last evening t~t .: 

' . 

• I 

~ t ei·de: s for $150,-000, ooo, or thereabouts, .~r 7i-aai 'r;..'"eaeury1 

- b111B , to b~ da·ted April 1, 1_94-2 and to matu-re June· lS, 1942, 

·wh1ch were offered on Ma:roh 27, ·were .op~ned at ·the· Federal Re~ 

·serve Banks pn March 30. 

The de'.;a~ls ot this .iB8lJ:e are as . tollpws: 

Total applied for - $356, 65}, 000 
Total accep·i:ied 150, 435·, OOJ 

\ 

' . 

Range of ao~epted bids: (Exnep_ting two tenders totaling 
$17,000 ) 

High 
Low 

Av e;.·age 
rrice 

- 99.967 Bqi\1valent· rate approximately 0.152 perc.eri~ 
-. 99.94S 11 11 • 11 - 0.240 II • 

( 

99.952 II II 11 0.2.21 II . 

.. 
(In ~erc.ent of the amount b.id .. for at the low price W!:t.B accepted) 

-oOo- · 

\ 

... 
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llarch 31, 1942 
10 : 20" a •. m. 

J / 

· ~ F:NANCING · 

Present : Mr. Buffington 
Mr_. Bryce 

- Mr • . Haas 
Mr. Bell 
Mr~ Hadley 
Mr. Kil~y· 

\ 

' . 

H.M.JR: Has Mr. Bell seen these. (Dr.af~s that Mr. 
Buf~ington gave the Secretary.) -

·· MR •. BELL: I s~w them in the rough. 
changed them, have you? 

.. 

You haven't 
f 

. MR. BUFFINGT.ON: . No~ qut ·we have a s~ggested .change. 

· ·H.M.JR: Have you got ~ copy for him? 

MR. BUFFJ: NGTON: Yes • 

·Here is the suggested ·one.. The only change in this 
one is .. that . the .maturity. ~1:1 .b.e about six ·months. 

MR. BELL: O.K. 

MR.'. BUFFINGTON: We changed just this one sentence. 
"The ·maturity will be about six months." 

.' 

H.M. JR: · Which is this? 
\ .· 
MR.· BUFFINGTON: This is . the latest one • . 

I 

L 
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.. 
be within the 11about six ~ont~s ~' \ 

H.K.JR: Have .you tafked to Hadley~ 

MR •. HAAS.: Hadley-, I think, and Pissr · and ·New York - . 
· I think we ~11 are about the same on that; but you might 
have Hadl~y in and .talk- to him. 

H • .M.JR: I will ask him. 

MR.- BELL! It hasn't- changed materially since we 
· t.a~ked before and everybody has two or three thirty
seconds. On six months or a half percent , it doe·sn ' t 

· make much dif:f·erence. 

(Mr. Hadley entered. the conferen~e.) 
\ 

H.M. JR: Hello, Hadley. : -Hadley, if yoa ·:had to pri.ce. 
a certificat~ this morning, what would you price it, how 
many months and .what rate ? 

MR. HADLEY: . I would still do it six months for-half 
-a percent . ( 

H.M.JR: · ~ow many t~irty-seconds velvet? 

MR. HADLEY : That ~o~ld give ·you about two or three. 

H. M.JR; There bas been no chang e? 

. MR. HADU.""Y: I don't · think so-. I think_on this first 
one ·we have to oort of make our own answer. 

H.M. JR: O.K. 'Thank yo{1, Hadley. 
·. . . 

(]lr-~ .~adley left the conferenc~.) 

. . .. MR. BEll.: · You see, in this letter y·ou are deciding 
the rate.' You sa.y it. will bear inter.est .a.t the r~te of·. 
one half. percent. The maturity you can var,y _a l1ttl: 1n 
months ,. ·but we are deciding ~ere the rate, wb1ch I 'Ch1nk 
is all right.. · 

/ 
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'· 
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. H~M.·JR: .Well~- with Eccl~s coming \in .. in thirty-five · '- _ · 
DUnute·s, we might JUst a$ ·well decide it tb:is morning. 
(La ugh ter.) What 1 s flllley? · · 

.. . . , 

MR. BELL: Just. that. / 

H.M.JR: Why? . 

- MR. BELL: You seem to think it wil~be announc-ed 
s~ortly afte~ward. . 

H. M. JR: - Oh, I don ' t mean that. Is· that what you 
were thinking? 

MR. BELL: That is the way I took it. - · 

H.M.JR: I didn ' t get it. Well, th~t .. is · true,\ ·too. 
Is that sentence true, about many corporations? . 

· lR. BUFFINGTON: Yes, sir ~ 

MR. BELL: That is the -result of George's trip. 
. . 

H.M.JR: By April 3, isn't .that too late? 
r 

. MR.· .BELL:· .No, we wo~ld get it out ~f here l).o t · late~ 

. than Sa turd'ay ev:en'ing. . . 

H.M. JR_: .And then you would hav:e to use telegrams. 

MR. BELL: Well, they would g~t it .Monday morning. 
even if we mailed it . 

MR. BUFFINGTON: That ·a~te was predicated on th~. 
· ,..... seventh offering. When you. ~ack the off.eri~g to the 

sixth-- · 

H.M.JR: Oh, you :figure that - ·isn't that too close? 
,' 

MR. BUFFINGTON:: W~ll, i ~ is· close. 
\ 

MR. BEll: We a·re traveling under 'pretty" close ·o~de.rs. 

: . \ 
I 
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We contemplated airmaili~g west of the w.s·sissippi• and< 
mailing everything east of the Mississipp.i: . · 

' . 

MR. BUFFINGTON: Tonight . · 

MR. BELL:· Ye~, tonight. 

H.M.JR~ .Tonight? 

' / 

MR. BElL·: Wedne-sday--night, excuse me, tQmorJ;'ow 
· night. · -

H.¥.JR: You would use mail . instead· of--

MR. BELL: That is ~4at we -are contemplating . You 
see, if you get out Wednesday n~ght by air m~il - i_t will 
get to the West Coast by Thursday evening, ~nd they will 
have Friday .to consider it and telegraph. us that they a·re· 
interested! 

MR .• BUFFINGTON: Providing there. i~ ~o delay in 
weather . 

MR • . BEL~: That is right. 

( 

H.M. JR: Well;.· nob~dy" has sent for Western Union? 

MR. BELL: -No, we have not. 
,., 

. ~~ BRYCE: I think your air-mail stamp puts a ~ood 
touch on it. Even around here , that attracts attent1on 
when it come-s air. mail fr·om: t~e Treas.1;1ry ~· but you have 
though that all out . · 

H.M:.JR: I am not sati~fied on . the mechanics of that 
thi~g . ' Who handles the mailin-g of this stuff? 

MR. BELL! Kilby. He is getti~g the ~1st. 

\ H.M~JR : Do you mind if _I send for him. later on? 
·, ~ 

MR. BELL~ No \ndee~~ 

'.' . ·.· 
. " 

. } 

.. .... . 
. •-.--; 
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· H.M • .JR: Well, I think you ~ught to ·put this: "If 

.you :trill tele~raph me no_t later · than Friday evening that 
.y.ou ~ould be 1nterested." .You don't say. wha~ ·you want · 
to telegraph~ It -is all ' right. Wouldn't you say .that· · .· 
you would like-- · · , / · 

. MR. ~UFFINGTQN: We consider that you are · ~sking . 
two quest1ons, and it seemed to me that you Will get a· 
response, and we wanted as many response-&, as. po·ssible to 
get ' the size of the: lll$.rket a.nd. that is wl}.y I purposely 
left th~ question ~ . little vague. · . 

H.M.JR: Would a man. understand that? 'What · is he 
to telegraph'· about? 

MR~ BUFFINGTON: . "If. you will telegraph me not 
later than Friday ·evening~ April 3, I sha+l be ~laa to 
send you before ·the offer1ng date complete ,d.eta1ls o! 
the terms of this issue ... :." 

H. M.JR: I see. 
.. . 

MR. BUFFINGTON: 
by subsequent-- 11 

• 

" .... and see that you · are adyised 
( 

. H.M~JR: ·w~ll, this is saying a lot. Do you think 
.. the average fellow:-would know what that is all about? r · 

mean, I understand it. · 

MR. BElL: I think so. 

· -· I:f.M.JR:·.· Well~ as a new. offering .- as it may only be 
opell<Olle as.v,. prompt action is nece.ssary -~f he wishes to. 
participate~ ·' Prompt action on telegraphing me? . 

MR. BElL: No, what you are . telling him is that ·on 
April ' 6 you are going to have· this -offaring and. !~at it 
may.only be open one d~y, so he had hette:_ ~et h1~ _s~b~ 
scr1ption in that day if he wants to part~e1pate 1n t~e 

· ... offering. 
\ . , ' 

R. J{.JR: Do .you say Kilby is your··man· on · th~s? 

.. ~· 

.. 

... ' .' 
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' . . . . . ) . . . -
· ·~. BELL: Y~s. · As long a·s· you ha,e . cut out the -

second_ senten?·Et. 1n th~ firs_t ·par~graph;' I .wonder if 
you sho~ld el1nu.1~ate 1n the last paragraph .'ab,out .the · 
subse.quent o:ffer1ngs. · · 

H.-M. JR: No . , / 

- ~ffi •. BUFFINGTON: Oh1 the.t is general. 

- ~.M.JR:· · No ~ that is. general. You-wo11-ldn ' f have ti'nie · . \ 
to have -stamped on, the outside 1 " ' Announcement ef · Treasury 1 

financing " ? Couldn 1.t they just run them through? ' 
. . . . 

· MR~ BELL: They ·couid put o-n t here in red, 11Iinpo~tant . " 
or "Special 1 T·reasury t epa:rtment Business·. 11 I ~hink if 
you put · that air mail st~p on that will draw· attention. 

H.M. JR: . Well, ·you c.ould do· t hat· and just run it 
through1 "Treasury financing . offering . " , . · 

MR. BRi~CE : I would like it _to go the ot~er way. .1 
' think it l ooks like . you are having to put a touch on and 

you don't . You j -u~t stick an air mai-l st~p on and that 
attracts the attention and it is a nice dignified attention 
and away i .t go es. · If you put that on it might appear

1

that 
you are .having to do something you don ' t have to do. . . . - . 

H.M. JR: Who will se e ·the air ·mail stamp? The preside~.t 
'of the cor poration won 1 t' see 'it.. · 

MR. BRYCE : Well , I think it wili g~t rushed into the 
nresid~nt Is ' desk# "Here is an. air mail from vJashington . 

·. h~r.-Kilby entered ~he conf'e'rence~ 

Mh. BUFFINGTON : .· Mr . Sec.retary, you ~ay be rig~t, 
that in that first ' sentence . in · th~ last pa~~graph 1f you 
would ~ay, 11 If you will telegraph m~ not later t-han . 
Friday evening indicating your· interest; or that . you are 
interested,· .. -r shall be ·· gl ad to sent yoU: the information," 
and so forth~ . Would you r ather have that?.. ~ 

\H.M •. JR: Yes. Kilby, could you - who -types thi~ 
for you·? I will get Miss Chauncey a:nd tell her to re-:
type it. Kil by

1 
on ,the ~ech~~Cf! .- do ·you know anything · 

. ,. 
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about this letter? ' 
MR. KILBY: Yes sir . 

H.M.JR: How do you propose to do it;? · 

. MR . KILBY: On. the corporations, about seventy-fiv~ 
hundred af them, we are starting this morning ,to' pull 
addressograph. plates and the envelopes ~1 be addressed 
on a'ddressograph pl~tes. I under-stand there are about 
eleven hundred of these-other offices and we would type-
write the ad4resses on .those. · 

MR. BELL: You see, we have no pl ates for the--
. 

UR. KILBY : v:e b.ave no pl ates at all on those . 
\ 

H.M. JR: ~ell, now, I will tell you wh~t I would ' 
like yo~ to do for me , will you? Would you send today, 
thia mo rning, for representatives of both Western. Uni~n 
and Postal Telegraph, see , and say t o them, ~'Look .here, 
gentlemen, how m~ch would you charge if we would give you · 
th~ se addresses tonight so that you could distribute them 
to your various branches within the zones?' so they wirll 
get them jnto the lowest zone , you see. l mean, so that 
each one ·could be sort~d and sent . I don ' t know what 

. they will - if it .is - let ' s say that they have a night 
· letter rate of fifty cents f.or fift y words . J.. don 't 

know. Let's · say that is the lowest that they can be 
distributed to go wi thin the. - ·you ~et me . It .is like 
Sears Roebuck r~il order.catalogs. I mean, you - so 
they would get in tne lowest zone. 

MR. KILBY: Yes . 

MR. BEll: In other words, they send this ~.etter· t~ 

Chicago and it would be aistributed to all of the 
corporation's in the ·ehicago zone . We onl ! pay !or t he · 
t ransmission of a wire one~ , pl us the del1very 1n that 
terri tory. · · 

\ . v 
MR . BRYCE: That is the ·way t hey do it in ·the bond 

'business. 

/ 
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MR. KILBY: .· Now, do we ·have the li~t 'yet? 

H •. M. J]t: I 'didn't kriow .it, but I was- sl.ire .it · could . 

MR. BRYCE: I t is a good thought . , / .· 

hffi. BELL: Murphy will ~ave that today. 

·MR. KILr Y: Do you have the list on -~'? 
- . 

MR •. HAAS: 
-Census • . - . 

I presume. so . ·He is getting .it from 

H . ~t. . Jli,: 
you see • 

'l1e ll, I' take 1 t they would · have it tonight~ 

MR. BELL : Tha:t is 'right. 

H . ~11 . JR: Kilby'? ' . 
\ 

MR. KILBY: That woul d be 11 coverage then of ·abou't. 
eigh.ty7five l:undr.ed: 

H.M.JR: Yes , ·and that thi.s . t hing would _be distributed 
t o each zone which is the lowest zone and they would send 
out the names, · the addresses, which could be made ayail- · 
·able to them tonlght. and ' then tomorrow is· what ? . . . 

Mh. BELL: Wednesday •. 

· H.M ... J.H.: And· the letter would be made available to 
t hem tomorrow-, you see . So they could get these ... names 
to~igl_lt whic.h , t_}).ey V!'ould ·send out in _a~~ance and. then .· 
one lett er would go to ea:ch zone and from there 1t ~ould 
be dis tributed. Now; in this thing, it . is g~od for _them 

. becaus.e we are asking each person to telegram t hem back 
so it is business for them, you ~ee. Find -out what kind . 
of a deal we could make with them. 

MR. KILBY : And the time would be 1 tliat --

·' 

I 

\ H.:kl . JR: '.l..'he names.- would· be made available tonight, and 
the l_~tter would . be made available tonight and it would :be re 

-.. 
/ 



; 10 266 · 

. . . 
MR •. ~ELL: .Well, if you can clear the whole thing 

up today, it wo~ld be better if it went o~t tomorrow. 
It would _give them one more day to make )l ·· ~~ci-sion •. 

MR. BRYCE: Y?_u ~an tomorrow night? ' 

_ R. :M. JR:. No, vvhat I am getting _at is~his : · If we get 
the ·thing ·.1 the .n~ s into th~ hands of tlie t-ei.egraph 
company tonight and the letter· if you wish, then what 
I am talking about is a night letter leaving their zone . . 
Wednesday night so it would be in the hands of these people . 
Thursd~y morning, be o·n their desks Thursday morning . · 

MR. BELL: Tha·t certainly can be done. 

MR. KILBY: 
it over, Dan·. 

I • 
\ 

That wi 11 give them tw9 day:s to think . ' . 

MR. BELL: ·No . 

MR,.- KILBY: AssUming that th~y take Wltil Friday evening 
to decide. 1 

MR . BELL: ·. ~hursday and Friday. 

, .H. :M. JR: Yes, 'it would give them two days, Dan. 

MR. -BELL: That is all right. 

· H:M. JR:· Could you gi.ve the)ll those names 2 

MR. HAAS: I :'do.n 't ·know ... .- 1 think so. 

MR;· BELL: .Well, 'Murphy was 'getting them Fr~day", · · -
and I think they w~re available yesterday. . 

. R.M.JR: .You could find out. .' 

\ MR •. ·BELL: They were getting about eleven hundred 
nanie s fr.o.m the Gensus •. ~ 

H.M.JR: Viell~. ·r do~ ·'t ·know how it is dol\~. b~tween 

... ,,. 
' 

I 
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Po.sta.l· and Western Union·. 
send . fer both . of them. 

1 don ' t kno~.,' :but you co~id 
0 • • • 

MR. BELL: ~pu. might ,have to divide: up the business .. 

MR. KILBY: Yes· . . - / 

H.M. JR: 
.,...--/- to do. 

Well , · I think tha:t is the only f~ir ~hing.· 
.....___ 

MR. BELL: We have done. that .before,· <li vided up the 
business . 

H.M.JR: ·They .have· handled· thi s before. This isn't 
a _Jl.i!W t,hing . 

MR. KILBY: It. is an ·old story to them. \ . 

· H.M.JR: . It can't be an ·original idea. ' It i& original 
with me because I thought it out but it ·can ' t be for them, 
and I think that the shortness -of the time there .·and · ~ 
ev.erything else - don ' t you think getting a telegram from·. · 
the Treasury would be that much more i mpressive? . . I . -

MR.- BRYCE: Oh., sure, you bet! 

H.M.JR: What~ · 

MR. BRY.CE: Sure. That ;,.ill get right in there .where 
they· will read it -fast • 

. H.·M. JR: And it will ·be a night letter. The.se aren ' t · 
very long, you see.· l would j:us.t J:ike to have t~at as 
agai rist the mail~ Dan. · ~ mean, we c·an see what 1 t costs . 
We have got money enough to do ' this? 

MR. BELL: Oh yes, this won't break us,· ~ut it is 
expensive financing. . . 

. H.M. JH.: Vtell , I figure the telegrams: won ' t cost · 
OVE!f. a .doll ar apiece. . . . ' 

MR. BRYCE: You ar·e: .going to get . ~or'e answer~, this · 
way' and tb,a t is .. what you . want . 

•. 

. . . 

I 



- 12 - .268 . ' ·. 

MR. BELL: . ~t might be . possible ~ 
. . . 

MR. BRYCE : On your first try. . • · 

H.M.JR: · Thls thi ng at.'the outsicle can't cost ten 
. thousand -dollars • . My GoA, in seven hundfed fifty million· · 
~it _is nothing . \Ve~l , Kil by:, get on that •. 

MR. KII,.B.Y: Right away sir . ....... 

' 
H.M. JR: Will ~ou? 

. 
MR. KILBY: Yes sir . 

R.M·. J H.: George, are we relying on you for ·anything? 

I 
I 

•. 

· MR. HAAS : We -are r·elying on uenry to get thes~ names ~ 
and- he can .get in touch with llenry as soon· as ·he goes ~ 
out. ' · · 

. 
H.M.JR: If there is any tr~)Uble let Geo·rge: know . · ~ 

.MR. KI LBY: 'Fine . 
I 

1ffi. BELL: There are some changes in that letter, Ed . 
That gives · you · t~e approximate words • 

. H.M. JR : · But get on· that. I am interested . 

1ffi. KILBY: Fine . (Kilby le.ft the conference.) 

. H~M.JH. : . Now" in thi~. thi~g y~u 'fello!is have. left off', 
11See ~our banke_r . ' Oh, that ge.es 1n the c1rcular. 

MR . BRYCE: Yes. 

MR. ·BUFFINGTON£ Yes. 

H-.M-. JR: What have you. done;? You wanted an hour · 
this ~o rning. VV~a t did you do with it ? ·· 

.\ MR..:' BUFFINGTON: We. had .some bankers in here for an 
hour from Cleveland. 

. . 

-.. 

) 
~-
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H.M.Jir: What did you do .with ·yourzh6ur? 

MR.: BRYCE: We caught' ~m without any ·t~eth . · . 
He was supposed ~P go to the den.tis~ this II).orning, but- · · . · 
he got_here. ·We tal~ed ~o ~he pres1dent ;Pf ~h~ Cleveland 

.Investment Bankera Assoo1ah on, and Fulton of the National 
· sec~i t y Dea:lers and that covers t4e crowd we were talkin~; 
about . 1ou get lllOst of your b~.okers in those ~ss<r9iations 

~ tgo •. There .is ·no question i~ t~eir rilind .~t what ~hey 
can g1 ve a hand. .They are ntt1ng downst.urs now JUSt 
waiting to hear . we· can thro~· them into it any~· you 
want th~. That involv~s maybe getting a ·man fro~ 
Chicago here ·or l'iew .York or something like that ·and just . 

I 

getting th~ thing tuned: up. · · 
' . 

H~M.JR: Can you do it . by Mpnday? 
\ 

Mit. BRYCE: . Oh, sure . Just hoVi much they are going 
'to do you will have to wait and 'see but they" are willing . 
a.nd ·will try, · you don '-t have to worry a.bo'ut that • . · 

MR. BUFFING'JX)N:' If agreeable, I .woul a l ike to move 
mor.e rapidly than ' that to give the~ the story and have ' 
some one from New . York here tod.ay and have this all d.e.cided 
by noon tomorrow which we can do very easily . 

MR. BRYCE: ~You can work fast on it. : Now, what the 
· results will be, we ··don' t know, but they will · try and· 
l think they ought to be able to get some good results·;. 

· i-i .M •. JR:· Well, we will . laiow by noon, today . When 
the Federal Reserve ·Board comes .in we will tell them the 
story at eleven o'clock and .make up o~r mind ?Y noon . 
or. sooner. I am riot · going to .. spend an hour w1th them. 
I won't ·spena an hour with ·them. We will know by el~ven-
thinty. · 

. MR. BELL: No , I don ' t think you have got very m~y 
questions to decide her~. 

· H .• M.·JR: Have they 1 ~aised the 9.u~st~on of to _whom 
the fellow gives his check or. anyth1ng h~e that? · 

.· ; 

.:. 

--

·. 

I 
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MR. BRYCE: .. Yes, they .did bring tliat'up . 

MR. BlJ!FINGT?N : In ,an·swer to your thought yesterday 
about not d1stur..b1ng the money market, a:ll of the·se in- ··· . 
ves tment people who ~11 be making these/ offers to 

· corporations have· their principal l>ahking .account where 
they do their banking. They would go to -these banks and 

~ subscribe· and have the checks go into those banks .where 
. . they woul d be debited. They would debit -t)ie acco~t or 

a 'che?k wo~ld come through from. the corporation and. be 
deposlted l'n the banks to their account and the checks 
in the main would stay in the member banks . We would 
ask them t o do that · to keep the funds in banking channels . 

H.M. JR: How is that? 

\ 

' . 

MR. BELL: It is all right . 

H.M. JR: Well, take this· time . 
ask me - -

Even. if you gentlemen 

MR . BUFFINGTON: There i s one question. In the last 
pa-ragraph of this ~etter, we say, "I shall be glad to 
send you before the offering date the complete details." 
To expedite that and set up the machinery for future 
issues an:d it· seems t o· be in accordance with this state-
·ment, f would like. to see ·those letters or of~erings , or 
·details of the offe'rings ·go Gut . to the corporations via 
the Faderal Reserve Banks who are our fisc al agents rather 
than us to send it out directly from here , and we could 
depend .upo~ them t o do it~ Then tell the i nvestment bank
ing · grou~ , since this becomes public the minut~ the. 
corporahons r~cei ve the telegrams , "Go to work umned1.ately 
on the corporAtions to enlist their interest in making 
their subscriptions through their investment baRkers or 
through ~he banks , " if there is n.o object i on to that. 

· H.M. JR: You mean. the next _ time? 

. MR. BUFFINGTON : This time . We will ·send this letter· 
dir~c tly,but the detailed offering will be .sent by you 
to them through t he Federal Reserve Banks. 



.. 

.· 

~·15 

MR~ .BELL: I . ·wou~d say· then, "I e l l .be·. glad to 
have sen't to you before ' the . offei"ing date c~mplete 
de~ai ls .·" · 

MR. BUFFINGTON: . ~ell, .1 used it. thi,.s ·way, thinking·. 
·that theiP being our f1·scal agents· th1s statement was · 
all . ·~igh~. · 

~ h H.M. jR:. Now, if we get th.ese telegr·~ S~day, 
how the he11 are .·you. going to get these names? 

· MR • . ..BELL: - Oh, w~ will send these name·s tomorrow 
night to the Feds if you plan o~ that • 

. H.M. JR: Well, .you are only going to send. thes e 
people ~irculars who te1~gra::h bac'k and say t hey want 

. it . . \ 

M,R • . BELL: Well, what .we will do is,_ aft·ell we. get · 
the telegram ·back we will have to send it to the Federal 
Reserve Banks and a~k them to put the~e peopie on their .. 
mailing. list '3. · . . . 

. ~ .M . J R. : I .f .the telegrams come 'in Saturday morning, 
can you get those names to the Fed Saturday so they · 
:will go qut >!>aturday night 7 . ... . . 

.Mlt. BELL: Yes; 

H.M.JR: Five thousand n~e-s , yo-u .can ge·t them to 
the 'Fed~ral Reserve Banks?. 

MR. BELL: No , we would send them a- full list 
to~o rrow night by mai l. · . ·· · . · 

H.M. JR.: But that doesn·' t e.n ~:wer me, Dan. You will 
send them a· full l ist bu.t yp~ don t want t o send -~y
body· on that list a cir~ular unles s he says he wants 
it. ' ' . . 

\ MR. :BUFFINGTON : I think you do .. . 1 think a·s we do 
in the investment business, you-want to send your circular 

; . 

I 
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to dl .people· on the· li-st whether they indicate they· · 
.are interested or not. _. · \ · 

MR~.rrBRYCE: . ~e point is tha~ he is. .saying ir1 his · . . : 
let~er I }f you want. tQ.e oop.e I Wlll send it to you·," ·ana . 
he 1s go~ng to send 1t .to them any-way. , That is· what -is'. 

_ ·bothering y~ . . · 

~ H.M. JR: .Yes • . The fellow -says, "I didn 1 t <te.li him·. 
· ~d damn it ·he. i~ sending the ~tuff anywa)t-." I mean , 

some fe l low who 1s mad at the G.overnment ·and we .send 
him a telegram, "Here· is the Secretary of · the .Treasury, 

· .he _spent- a ~ollar of my· taXpayer 1 s ·~oney · and I didn 1 t · 
want the thrng and then he sends me a circular besides. · 
What the . hell is the matter with that man 11.? 

t:AR. BR!CE: What ha:v~.· . the Federal lteserve. been doing? 
'What l ·S· the1r regular pro?edure? Do they r.e,gularly\iend 
to some of these corporat1ons? , . 

. . 
MR. BELL: .No doubt many of them are on their. mailing 

. list, and we would have t o eliminate t.hem if we didn 1t " 
want · them to send. them to them. The re will pro.bably 
be ·a lo.t of co rpo ra~i cins on their l .i st that won 1 t be on 
ours, employing .. les s than five hun.d.red people. . . / 

.. MR. B·RYCE:· • You could. change that letter . and. catch 
,that so it would ti~ up a .. li t tle qi t. · 

1at. BUFFII~TON : ·Or we coul~ des ignate from those 
lists· you are sending out the- names to ~hom they are to 
.send t4e se c-irculars on Saturday. . 

H.M. JR: V:hy da· yo\l want .to - that -c.hanges the whol~ 
thing . Why aor·you want the. t hing to go out from _the Fed. 

MR. · BUFFINGTON: Just to simplify it . ··There i ~ no 
need 6f it ·be.cause Dan- thought· it would simplify our 
work in Washington s).nce t~ey_ had the lists.· 

MR. BELL: And there will ·b.e dupl~cations if we do.n 
1 
t 

\ . 
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I 
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do that. They w.ill get two, o.ne from hEN:-e · and one from 
the Federal Reserve Bank. · · · · . 

~ 

H·. t£. JR: ··Well , ·Dan, just s top and t hi .nk . Let's 
say you ge-t five ~ho~~~nd names . · As they/ begin t o · 
come in thr~ug~ the ~ys tem, can you send. those things . · 
all day long? Can you clear them to the twelve districts? 

( 

MR. BELL: I think w~at we should do·-is send each 
District a · l ist and each name would be numbered ann then 
when these come in we .. ((an say' ·~send your circulars . to the 
following- corporations corresponding to the · numbers on 
your list . One, two; . t~ree and .so forth ." 

H. iv(~ JR: Y0u woul'd ju~t have to send one nuni.ber? 

l.ffi. BELL: Just one number . \ 

' . 
. H.1k. JR: I think that wo.uld be all right. 

· MR. BELL: That . would be one way_ of get ting it ~ 
a~curate, and eliminating them also fr.om their mailing 
list, not duplicating that, ~ot giving them a notice in 
case they didn ' t ~ant it . · ' 

.· H.M. JR: And. then if a fellow happens to be on their 
list who didn ' t answer, it wouldn't be any· great trag~dy . 

I ~ • • ·. • 

MR. BELL: No, I don' t think so. They could el~minate 
from their list· if they had t ime to pull tho se plates 
on Sa tur.day. · 

H.M.JR: Ye.s. i'fow, who· works that out? 

MR. BELL : ·That ,)'fill be done through Kilby's off:tce • 

H. M.JR: r · think if every one . of these could_ be 
numbered and._t_h~y c.ould . be sent to · the ·Feder~l ~eserve, 
then .you could jus~ check them as they co~e .. ~n . That
wouldn't take so long. 

\ . . 
MR. ·BELL": No, that .wouldn't take so long • 

.. 
. ~.M. JR~ Bec:ause some of these telegrams will begin 

/ 

.• 
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to come . ~n Friday· mo~ing~· 

MR .• -B~: · We might ge~ some of them . ~hursday. 

MR.· BRYCE: Oh, sure. ' / 

Ji.M. JR: 'And as .they come in they co~ld ·begin .t~ 
'~le~r the nrum~ers. 

MR. BELL: That is right. 

H.M. JR: And then have.· it - and · then mai l t.hem 'to 
·the t ederal Reserve Satui.'day night. . Everybody will 
get it Monday morning . · 

MR. BRYCE .: l should .t}+ink your best an-swers would 
cone the first day. 'They are the ones that .really wa.Itt 
it and the oth,ers answer because they think i. ~is the 
thing ·to do. But on · Thursday when you get. the wire;. 

· they - well, . they ought to come i t! fast. . . 

.· 

H-.M. JR: If ·you. mai 1 it Saturday n.ight you gain 
Sunda.y '·s · train time s.o everyb.ody will h·ave it Monday 
morning. : You ·haven't sold me yet not to keep it open. 

1 

two days th~~gh, Mr .· Bell~ 
. 

MR. BEll : haven.'.t I? 
' 

H.f'A . JR: .Not on all of this thing , no • 

. - MR •... B.ELL:. Well , I don t t see much advantage in 
keeping it open and I .don't -think you will get many 
more -.subscriptions and I do·n '-t . think yo.u w~uld g~t . many . 
·subscriptions the first day. All of them would wa1 t 
unt.il the· second day to subsCI.'i be just. like t~ey always 
have in the ex~hanges. You do . run a l1ttle- cn~ce . After 
all) you' are · announcing this on Saturday or malnng_ up . 
your· niind on. Saturday. . That means you ·don 't get the 
results until Tuesd.ay night. .. 

K.M. JR: Vfueri a·re you going to put it in the paper, 
Sunday or Monday morning'l · . 

/ 
t . 
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. . . 
MR~ BELL: .I. think we would get a li t'tle better 

p:ubli~ity ·~n Monday'·s ·pape-r; d'dn ' t you'? ': _ . 

H.M.-JR: I ~hink s.o. , What do yo.u think of-putting . · . . 
the . announcement of thi.s on .the ·air for, Mfon'day'?· Would 
anybod~ listen? · 

MR. BRYCE: Not the crowd you are after. 

H.M.JR: Then i~ would be just conf~~g. Well, 
give me ten minutes to get .the cobwebs· out of my hair . 
I would like both of ·you to cop1e back at eleveri. George, ~ 
vou ·too • • 

MR. ·· HAAS : O.K. 

, _ 

I 
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FINANCING 

~Present : Mr. Haas 
: ~ . Mr~ Buffington 

'-

~ 

Mr . Bryce · 
Mr. HaQley . · . 

. .v- - Dr . · Goldenwei s·er 
Mr. Eccles · -

. · Mr . Piser 
Mr . Dra·per 

. Mr •. S~ymc:?ak 
Mr . Baker 
Mr. Williams 

. Mrs, Klotz 

\ 

'· 

R.M. JR: Dan, take a minute and tell us where we 
stand between nOW and the first df July, Will you, I 

please? 

... 

. MR. BELL: Well, . it .lo'oks as though our reven.ue 
astimates are going to be about five hundred million 
doll~rs more in March than we anticipated, so that is 
going to give us a balance going· out of' March of about 
two ~nd.·a half billion . Carrying that on through to · 
April with a billion ·and ~ 'half financing in April we . 
would go out of ·April with about two billion one-, -
~liminating the two . hundred m~l.lion bills that we had 
ln there before • 

.. H.M.JR: Just ·say that again, Dan~ 

MR. BELL: · If we have a billion. _ahd a .half finan
cip.g\ in ~pril~ . as was or~ginally co~tEmplated, and 

' 

,. 

p: · . . 
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elimin~ting ·the increase .in bill.s .and wi~h the increase 
in .. rev-enue that -we have go.t·, we will go out of April . 
with a bou~ · two b~lli_on one. ·And then in Jl&y we con tem-. . .· : 
plated another .-b~lli?n and a . hal£ financi~ .:and ~wa hundred 
mHlion· do.llars 1n b1l-ls. ' / . · 

·MR. ECCLES: That i~ . t~o hundr·e·d million a we'ek? 

~ - MR. BEL!;: · Werl, it is two hun.dred mi~ion. ~xtra : · '\ 
a month. 1 

.MR. ECCLR$: Go fr~ a hundred 'and £1fty up to two. 

MR.~ ··BELL: Tha.t is right . We wou~d go out of May 
with about a ·billion and a hal f . · Then in June ·we con-

. templated two billion ·dol lars in financing and two h~
drea million dollars in bills, so· eliminating .the two 
hundred million dollars in bills , and assuming·we get . 
about thr-ee hundred million dollars in extra taxes, ·· we 
ought to go -out of June with about two billion . dollars. · ~ 
In the· three months. that contemplates f ive billion 
dollars in financing. We will go out of Jun~ with about 
a two billion dollar · balance·. · · 1 

MR. ECCLES:. That is. incr~asing bills how .much in 
that, Dan? '" · · .. 

MR.'. BELL: That . isn It' increasing bills at al l. 
That is leaving bills ~s - they no~ stand • . 

1iR •. ·ECCLES: I thought·--

MR. BELL: We ·did have a. bill progrwn· in the original 
set~up, but I eliminated the bi~ls. 

... . . . . 

MR; ECCLES: ·That leaves them ~t. a billion nine, 
doesn't. it, about? 

. . 
. MR. BELL: Y~s. Now, if you inyrease , bill~ dur~ng 

the three months, 'it woul~ decrease your June f1nanc1ng, 
which \:is . set out here .as two b,illion dol~ars.. · . . _ 

.. 
. •; 

I 
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MR. ECc-LES: · . That contemplates a bi\l.li.on and a half' 
in April _of certi~ic~tes, and then a billio~- and· a .half 
in -May., and two b1.ll1.on · in, June, or five billion. · 

. . 
MR • . BELL: That could be· ae·creased- by addi tiona]. 

bills . · 

____./ MR. ECCLES: Two hundr-ed million of bills a ~eek. 
· Let's . see, you ·.paid off some of the .bills·~uring this 

. tax period . There were some maturi tie_s . · · . 

1/Jli. -BELL: We a~e getting those back-. 

. MR •. -ECCLES: 
when? 

And you will haye those al l back by 

MR. BELL: April eighth. 
- \ 

. .... . 

MR. ·ECCLES: And then it will be· a: turnove-r of 
two hundred million a we~k? 

MR. BELL i No,. a hundred and· fifty million. ~ .. . . . . -
MR. ECGLES ~ W~ll, in those ·fi-gures you talked of

1 

' two hundred million a week .-

· H.M. JR: I think he _misspoke ~imself ~ 

¥R, . BELL : ·No, I wa.s . speaking of1 extra money a 
month . This. estimate was made up·, you recall, when·we 
had ~he. · last ·.~eeting . 

:MR. ECCLES -: You sa.id fi:ve ~ billion ot .new financ-. 
ing without biils.- In discussing your program I thought 
y~>U were talking .about -gett-ing fifty: million ·extra a . ·. 
week in bi~ls . · 

·MR. BELL: No, sir. 
went along. 

\ MR..·. ECCLES: I see; 

/ 

I was eliminating that as I 

.· ; 

I 


