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FINANCING 

Present: Mr. Bryce 
Jlr. Buffington 
lolr. Haas 
lolr. Lindow 
){r. Murphy 
Jlr. llills 
Jlrs. Klotz 
Jlr. Hadley 

April 1, 1942 
9:15 a .m. 

... - --

H.M. JR: I haven ' t had a chance to read your 
(Buffington's) report or Uills' so as you go along, 
if either of you in your conversations with these people 
don't thi~ they are going to buy these notes, I wish 
you would talk .up. Do you think they are going to buy­
the people you see, would they buy some of these notes? 

MR. MILLS: The Treasury certificates of indebted­
ness? 

H.ll. JR: Yes. 

MR. MILLS: Yes indeed. Where t hey have the funds 
and they can extend that long, the more active manu­
facturing concerns use their funds pretty much to the 
limit. 

H. M. JR: Do you think where they have them, they 
wi ll buy? 

liR. KILLS: Yes. 
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KR. BELL: Those , you mean, of the non-defense 
people? 

MR. KILLS: Well, and the defense people, too, 
might vary them with tax anticipation notes in some 
oases as the money comes in to them . It depends on the 
suret;r. 

H.M.JR: What is your ~ver-night thoughton the bil­
l ion and a half, Dan? 

MR. BELL: Well, George and I discussed it yesterday 
af ternoon a little. First ;rou have got a press release 
that says that there will be two issues th1s month. You 
have got to get around that if ;rou have only one. We 
sort of feel that a billion woul d be better in order to 
test the market and test the rate, and it would even be 

2 

better from a market angle if ;rou had four five-hundred million 
dollar issues and have them mature at different dates so 
they could ·just keep rolling over like bills. I think 
that a billion dollars, two issues, woul d be better . 

H.M. JR: Well, let me argue with you a little bit. 
I don' t like a billion and a half in one issue either, 
but I don ' t like two financinga . Let me make a sugges­
t ion. How about having either two or three issues of 
five hundred million each but d.ating them different? 

KR. BELL: All at once? 

H. K. JR: Yes, and get it over with, and dating them 
different:!Jr. 

MR. BELL: I take it the real objection to that would 
be the pricing. You are in sort of an uncharted field 
here, and ;rou wouldn't know how to price it . 

MR. HAAS: Yes, if you had one out, that would be 
ideal . That is the type of thing - the wa;r they should 
be done. 

MR. BELL: We spoke yesterday of putting out two , 
one at six and one at nine, but I think the boys felt 
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the pricing ·would be a lit tle bit difficult. 

H.K.JR: Well, again, like I told you yesterday, 
that is mechanics, and that is what these fellows are 
h.ired for. 

KR. H.US: The mechanics might let you down, enn 
doing the best they can. 

H.~JR: Well, I will tell you, I don ' t like - i n 
the firs t place, to .go to a man and say, "Now, we are 
goin~ to have a billion-dollar or seven-hu.ndred-fifty­
milllon-dollar issue on the first of April , and we are 
going to hit you again in two weeks." 

"Well, I am not ready ioday. I guess I will wait 
until two weeks from now and see how the thing goes. • 

He can say that, too. 

MR. BRYCE : I would give him the whole business 
right now. 

3 

H. M.JR: He can sit back and say, "Well, maybe the 
Treasury priced this thing wrong. Let's see what 
acceptance itJets." I don't like a billion or a billion 
a.nd a halt', co ng around and refunding. We have got 
ourselves in such beautiful shape. We have got the 
decks cleared, and we are in beautiful shape. 

YR. BELL: Next year . 

H.M.JR: How much? 

KR. BELL: I would say the next year is all right . 
Did you say the next four years? 

H.K.JR: The next three years. There is nothing 
there. 

lt!R. BELL: Of course if we had two one-billion- dollar 
issues out, when we came around to refunding them we could 
put out four five-hundred-million-dollar issues , and .they 
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would roll over just like bil ls. 

H.K. JR: You could put three five-hundred-million; 
dollar issues or two seven-hundred-fifty-million-dollar 
issues. 

MR. BELL: This is a little different money than 
the--

H.M. JR: I will tell you, I have been inconsistent 
on this thin~ , and I thought Eccles was very fair yester­
day, and don t forget this is - I mean, I have forced 
this on them. 

MR. BELL: Well, while it is a little different from 
what they recommended, yet it is the same type of money 
and does the same thing as the bills, and it goes a little 
further. It wasn' t hard for them to take. 

H.M.JR: I t was hard for what's-his-name in New York 
to take. 

MR. BELL: I think the hardest part of this program 
for them to take is the part urging business to come in 
on it. They think it is a bank issue and it can do more 
good if i t goes to the banks. 

H.K. JR: Did they say anything yesterday about it . 

MR. BELL: No, they didn't aay much about it, but 
I think that is the harder part of the program. 

H.M. JR: What's-his-name in New York, the head o£ 
the Fed? 

lm. BELL: Allan Sproul. Allan, I think, from a 
market angle would like to have the billion and a hal f 
and only have one issue in April. 

H.l.!. JR: That is what I want to ask him. 

MR, BELL: I talked to Bob Rouse yesterday after he 
had talked to Allan. 

/ 
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H.Y. JR: Where are you, George? George Buffington. 

MR. BUFFINGTON: In these diseussions with these 
corporations--

H.M. JR: No , I mean as to one issue. -MR. BUFFI NGTON: I was going to touch on that. 
These corporations have not been asked by us specifically 
about the "issue coming April S,and many of them have 
indicated that they have ninety-day bills that they would 
be turning over. It would seem to me that if you could 
have two issues so ·that those who weren' t ready on April 
6, in thirty days might have funds. They have short 
securities, but we haven't - at least I haven't gone 
specifically enough to them to ask if on April 6 they 
are going to have funds to invest , and many of them 
indicated that they had bills running off, but whether 
they are in a position to buy this issue on April 6 -
whereas if there were another issue later in the month, 

5 

I think many of those peopl e might buy that type of funds. 

H.M.JR: Where are you, Henry? . 
MR. 14IJRPHY : I would be very strongly in favor of 

two issues. It seems to me that we shoul dn't think of 
these as a financing in a formal sense. We· put out four 
issues of bills in a month, five if there happen to be 
that many weeks, and we think nothing of it, and I think 
the market could be made to do the certificates in the 
same way. It seems to me also that the building up of 
the market for the l ong businessmen should be used more 
as a matter of habit formation than as a matter of any 
single purpose. We should solicit these peol'le not so much 
in the expectation that they might subscr1be immediatel y -
maey of them will - but as the operation is repetitive 
and as they have funds they should become used to the 
instrument. 

(The Secretary held a telephone conversation with 
Yr. Rouse as fo l lows:) 
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April 1, 1942 
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Hello. You're on the 1oudepeaker, Bob. 

All right. 

I Just wanted t o warn you. 

Glad you did. 

Bob, on this question ot these ieeuee, this 
1s the way we stand now. We only haYe to 
ra1ee about a billion and a halt in April, 
aee. 

Right. 

And the Board yesterday thought they'd like to 
haYe us raise it at one aho t , eee. 

Right. Yeah. 

The billion and a halt. 

Yea, sir. 

or course, I said we'd have two in April , but 
that could be explained. I wondered troa the 
aarket standpoint what you'd recomMend. 

I ' d recommend all at one ahot. 

All at one shot. 

I think you 111 have eotae financing to do in May, 
and I think it would be better to co~s to the 
well only once i n the meanti~e. 

I aee. Have you t~lked •.. • . 

Be better tor the market. 

It would be? 

Yeah, and I think it would give people enough 

, 

j 

6 

. ' 
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ot these things to make a t ar better under­
standing ot thea ••... 

Uh huh • 

•.•.. and prevent some b i dding up tor t hem and 
get away t r om possible premiums . .••. 

Uh huh. 

..... that would make it more ditticult. 

Let me aek ~ou this: aupnoaing I followed your 
advice. What would you think or splitti ng it 
a.nd say - 88 to the date - and say halt on one 
date and halt 8 month turther ott rather than 
having a billion and a halt coming due on us , 
see? 

Uh huh. 

lfbat? 

Yea, I understand. 

I mean, it ' s going to tall due some day. 

Row tar apart would you want your dates? 

Well , ae tar as I'm concerned, a month would 
be all right. 

Yeah. 

Bell eeys it could be s ix and nine. 

I think that would be all right. 

Do you - well - you think that would be all right. 

Yea, I do. 

Wait a mi nute. Buttington'a going to •.. . . 

(Telke aside) No, we wouldn't have it on that 
date. Couldn ' t , beoaust 1t wnuld be Oct ober 15. 
That would be January 15. 

What? 
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That would be October and January. 

October and January. 

They wouldn't tit on the tax datee. 

No, no . I figure it would be October 15 and 
January 15, wouldn't it, Dan' 

(Talks aside) But it wouldn't- no, no, no, I 
eaid October 15 is a tax date. 

You wouldn ' t want it on a tax date, do you? 
liello . 

Why - (clears throat ) excuse me. 

Thst 1 a all right. 

On the tax date, they do have some - it depends 
on your refinancing, air. 

Yeah. 

They could fit 1n very well on the tax date 
in that 1f it coincided with the payment tor 
a new 1seue or Treaeury eeour1t1es on which 
they could take war loan ored1t. In other 
words, they could take part payment 1n cash -
get cash on these- and pay tor new securities 
by war loan deposit credit and iaprove your 
ei tu.a tion around the tax date, Just as the 
billa helped 1t this paat month. 

I see. 

And it's entirely teaeible t or a tax date. 

Well, of cour@~ •• • .• 

I think. the maturity or these C. I. 'a depends 
more on your refinancing plane ae you look 
ahead and to make that ae convenient tor you 
as possible, and that's the only reservation 
I have on the two iaeuea, it you won't compli­
ca t e your s1 tua t1on by orea ting too many 
meturi tl es. 

8 
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Well, as rar as the tax date i e oonoernad, we 
haYe t hese !ax Antioipation Warrants - whateYer 
they call them - whiob t he corporations haYe 
inYeeted in beaYily, and they 're supposed to 
take oare or that. 

Those and the treasury Billa, eo you don 't need 
these. 

No, that's the way I figure. 

Uh bub. And it you do heYe them mature on tax 
dates, they will interfere - they will anyway to 
some extent. 

But, or course, the ni oeet thing would be - rrom 
my s t andpoint - eay, i t I had five hundred million 
or theaa coming due every month. 

That would work out all right. 

What? 

'!l'hat would work out all right, o r that hundred 
and t1rty mil lion every other mon t h. 

Well, it we had it every three months, that 
would be three 'billion dollars. I don't think 
we contemolate there would be more than three 
billi on of these out. 

No, not unleea •• .•• 

Well , or course, t here wouldn't be -yea, there 
might be at one time. 

Add that out with - have some increaee i n bill a; 
t hat would give you plenty or short-t erm runds. 

Yeah . 

I t hink that would work all rigbt. 

But you • . •.• 

I couldn't ouarrel with your two i asuee. or 
course, you "nave to - you ' d have to ditrerent1ate 

/ 

9 
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in rate. 

Oh, ;rea. 

And the higher 
poaeibly, vi th 
tbJ. nlt hne any 

- 5 -

rate would interfere a little, 
your tax notee; but I don't 
material etfeot. 

Well, I don't, frankly - I don't like to go 
to the market more than once in a month, you ... , 
I think you're dead right on that. 

The boye ea:r they think it will be a little 
hard to price the elx en<l the nine. Do you 
tbJ.nlt sot 

Yea, I think they're right in that, in that 
six monthe at a halt ie pret ty sweet. 

How sweet? 

10 

'ilell, of course, you 1 re dealing 1n suoh smell 
premiums - let me get my book out - theoretically 
six months 1s worth about forty. 

How many thirty-aeoonda? I figure in thirty­
seconds. 

Well, at torty it'• on.l;r about two-thirt)'-seoonds. 

Well, that's vbat they figure here, two, or 
three-thlrty-eeoonde. 

Yeah. And then you ' d go to e five-eighths at 
nine months. That woul<l be preeumably the next 
atopping place. 

Five-eighths tor how much? 

It you put a five-eighthe coupon on tor nine 
monthe. 

Yeah. What would that - how many thirty-eeoonda? 

Well, at tift)' - well, that again would be about 
two. 
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About two. Well ••••• 

Two to three - yeah, about two-thlrty-eeconde. 

I don't know what'• eo dittioult about pricing. 

Do they reel differently than thatt 

I don't know. 

(Talks a e1de) Nine mon the. No , I ·mean ti ve­
eighthe. WP ' r e thinki ng of doing a even hundred 
and fifty - that's aix months o r eeven hundred 
and fifty. 

Hedley says he miEht even atretch it to a year. 
He doesn't know, but he'• eomewhere in there. 
Hello. 

Yee. I wouldn't stretch it tive-eighthe to a 
year. 

No. But ae you think about it, don 't you think 
1t you're going to do - if it's a good thing 
market-wise to do it in one ehot, isn't it aleo 
good not to have a bil lion and a half hit ue i n 
the race six months trom now? 

Well, in vie,. ·or the larger plan, that is, if 
you'd like to hnve a maturity or thea every 
o ther ~ton th ....• 

Yeah. 

••••• or ev~ry month .•••• 

Or every thlrd month . 

•••.. you might ae well atart doing that. You 'd 
have to start rather than put up the billion and 
a halt at once and then retinanoe ae you go along. 

I think eo. 

I'd go a~ong on that very much.. 

You would. 
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Yeah. 

Well, a• aoon ••••. 

I haTen 1 t d1ecueeed 1t w1th Allan, eo I don 't 
know how he teele. 

1.2 

Well, a s soon ae he comet 1n, d1acuae 1 t w1th 
h1m; and if he could call me up Juat aa soon aa 
ne ' a digested it, I'd appreci ate it. 

I'll d~ that, and be 1n touch vi tb you. 

They tell me be'a coming i n about ten. 

Uh bub. 

And Just as soon aa he comea i n, talk with b1m; 
then the two ot you call me. Will you please? 

Yea, indeed. 

Thank you. 

Any other of theee point e you wanted to cover 
nowt 

No , that ' s about all, except bov a r e you reel i ng? 

Oh, I reel much better. I took the week-end 
ott wb1le you were away 1n Arizona. 

Good t or you. 

I boondoggled out i n the eun v1th the rake and 
leaTel end I hsd a ewell t1me. 

Good. Your bead's better, hubt 

Yeah, muob better. 

That's good. Thank you. 

Nice to hear from you, air. 

Tbsnk you. 

Good-bye. 
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(Mrs. Klotz and Mr . Hadley entered the conference . ) 

WR. BELL: That might be all right , if the boys can 
price it. Of course, they can't be much off. One or 
two thirty-seconds is about as much as you can miss it, 
isn't it? That might be pretty swell in that area. 

WR. WRPHY: I think it would go entirely all right. 
Of course the pricing is entirely by ear. I would rather 
have it by note, but there aren't any notes. (Laughter) 

H. Y.JR: The most you could be off would be on the 
plus side. Right? You mean, you mlght give it to them 
too sweet? 

I!R. KURPHY: If the nine months one is five­
ebhth5, I don't think there is much danger of being too 
thfn. 

H.M. JR: Have you expressed yourself? 

WR. UNOOV: Well, I still prefer the one issue, 
I think, for a new thing of this kind. I think it is 
more conservative and safer; and, 1£ it went over with 
a bang, I think it would set a better tone for future 
issues of this klnd. I think that the half at six months 
and the five eighths at nine months would go all right. 
In fact, I think as Hadley does that probably you could 
go further than nine months. I just did some rough 
figuring here and thouglitwe might get about four thirty­
seconds at nine months as against two at six months on 
the halt .• 

WR. BEL( You might go to February 15. I hate 
January 15 an,rhow. It is right after Congress meets and 
the budget goes up. I would like to get out of that 
area in financing. 

H.Y. JR: Well, this is new, and the boys have got 
an hour to do some figuring. I will tell you, Dan, 1 
was worrying during the night. I don't like to have 
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a billion-and-a-hal! issue. I think Eccles is right. 
I think we .ought to do it once and get it over ana just 
simply tell the market we have changed and we want to 
do thls, and when the market settles down we can begin 
immediately figuring what we want to do for llay. Every­
body says that this thing is going to go vecy big. 

KR. BELL: Oh, it has gotten a good reception. Treasury 
bills this week, total bid received, fell of! from about 
five hUlldred twenty-five million to three hundred fifty, 
I think it was . 

H.JL. JR : What? 

KR. BELL: lfillion. 

H.K.JR: What was the rate? 

KR. BELL: Twenty-two three, I think. Last time it 
was twenty and a hal!, and this time it is twenty- two 
three. I think there are two reasons !or that. One is 
they are anticipating this certificate and the other is 
they are getting over some of the tax dates out in the 
West . 

H.K. JR: George , one thing while we are on it that 
I would like you to do, you know the curve that you have 
there of around Karch 25? 

KR. HAAS: Yes, sir. 

H.K. JR: Put that, so to apeak, on a permanent sheet, 
you see, and then on isinglass, give me the thing once a 
week. That is the time when we started talking. If the 
Fed is going to keep this relative position, you can put 
isinglass over it and let me know where it changes. 

KR. H.US: Swell. 

H.JL. JR : Then once a week I could see it using the 
last date you had but once a week - and then if they break 
through at any particular point you could indicate it. 
It isn't i singlaas, but you know llha t I mean. 

KR. HAAS: Yes, I know, and the isinglass would have 
the curve as of the date you spoke to them. 

H.li. JR: No, the curve that I spoke to them would be 
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the basic curve which would be on the permanent sheet. 

MR. HAAS: Oh, I eee, the other way around. 

H.K.JR: No, the permanent sheet , the bottom sheet, 
would be the date I talked to them. The isinglass could 
be changed each week. 

MR. HAAS: Fine . I get i t . 

H.K.JR: The one underneath would be our Kaginot Line. 

MR. HAAS: And we could see where reinforcements are 
necessary. 

H. K. JR: Yes, and the ones over it would be so fOU 
could see what is happening. 

KR. BELL: The curve has gone down a little since 
we talked hasn't it? 

J.IR. lt!URPHY: Yes . 

H.M.JR: You might have a succession of isinglasses 
for each week. 

MR. HAAS: We will just save them. 

H.W. JR: You can say this is where it began moving, 
but you get the idea? 

MR. HAAS: Yes, I get it. Are you going to take up 
those others? There are some other points Eccles mentioned, 
fOU know. 

H.K.JR: What about giving them the right to sub­
scribe their entire capital? 

KR. BELL: You won't need that if you split the 
issue because they cen subscribe to one hundred percent. 

H.K.JR: Listen, you have got to give Eccles some­
thing. 

MR. BELL: If you have seven hundred fift7 million, 
that means that they can subscribe two hundred and seven, 
their capital surplus , taking both issues into account. 
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H.M.JR: I see. You don ' t like to change it? 

~ffi. BELL: I don't see the necessity for changing 
it , and if we change it I think we ought to give con­
sideration probably to the other points made bl the 
Federal Ueserve Banks and the insurance compan1es. Of 
course , they are not interested in this particular issue, 
but we ought to consider it anyr1ay. I think it would 
be much better from a market standpoint if we said, "No 
change." 

H.M. JR: I have no f eelings . I will let you do the 
aruging with Eccles on that. 

MP.. BELL: I don't t elieve Eccles will - if you 
have two i ssue, I don't believe Eccles will ask for- -

h.M.JR: How about the twenty-five thousand? 

Wl. BELL: The twenty-five thousand is pretty well 
agreed to . It is a ~uestion of whether you give - in 
your statemept say, allotment in full," or whether you 
just say "preferred allotment." I don't know that it 
makes a. lot of difference--

H.M. JR: Yes it does . 

Mit. BELL: ••• in the ultimate result. The1 will 
~robably both be the same, but the stock phrase is, 
preferred allotment." If you get a lot of padding you 

m1ght want to use preferred allotments . Otherwise, it 
won't make any difference either way. 

H.M.JR: What is twent1- five thousand times fifteen 
thousand, one of you mathematicians? 

MR. LINDOW: Times fifteen thousand? 

H.M.JR: Ye; . 

MR. LINDOW: Three hundred seventy-five million. 

H.L!.J.k: \',ell, that is if every bank takes twenty-
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five thousand. That is not bad. Fifteen thousand 
banks , if t hey each take twenty-five, there is only 
three seventy-five . 

17 

MR. HADLEY: Of course if you had t wo issues wi t h 
twenty- five in each you would have twice that much. 

H . ~I . JR: But I was trying to think, if you gave 
every bank henty-fi ve thousand--

J.!R. HAAS: You wouldn ' t run over your limit. 

H. I.I . JR: You wouldn't run over your limit. 

MR. BELL: But this is what wil l happen: You have 
got a bank th.at wants a hundred thousand dollars and 
four employees of that bank will put in twenty-five 
thousand dollar subscriptions . 

H. M. JR: Won ' t you find that out? 

MH. BELL: It will be pretty hard to catch because 
it won't be connected up with the bank in any way. The 
bank will certify that they have got four customers 
that want twent y- five thousand dollars and they have 
got the required down payment . They have got the full 
payment for the full allotment. That is what they will 
certify. 

H . ~ . JR: Do you think a bank would do that? 

MH. BELL: Oh, they did it in all of the ten thou­
sand dollar subscriptions before we put on the registered 
security right along. We had banks that put in t heir 
whole employee list for ten thousand each or five thou­
sand each . 

H. ~l . Jlt: Tbat was down the ladder wasn ' t it? 

MR. BELL: N0 , it was all over the country. Now, 
of course, in those securities there is a chance to 
make a profit on the market. Here they can' t make much 
profit but if they want this security,here is a chance 

/ 
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for them to do it. 

H.M. JR: How would you word it to overcome that? 

MR. BELL: We would say, "preferred allotment," 
and that doesn't mean one hundred percent. If you want 
to out it down to'eighty because some of this stuff--

H. M.JR: Do you fellows have any objection to that? 

~ BRYCE : No , I think that is a dangerous situation, 
if the banks can do that, and I am sure they can. But 
I should think you could control that in some way or 
other. You never know where you stand. That keeps on 
that padding stuf f. 

MR. MILLS: Federal Reserve Banks, t hough, have 
checked up pretty thoroughly in the part of the country 
I come from. [hey know who the employees of the different 
banks are and i f there i s that type of padding they come 
in with a poli te little reminder that it isn't quite 
nice. 

MR. BEll: •t,ell, they do policing, but they j ust 
can't catch it . 

H .~ . JR: Viell, we had one of the four national banks 
in Atlanta who came in and sat here and said, "!.lr . 
Korgenthau, I just want you to know that we do lend 
money t o our customers to buy Government bonds and take 
a free ride . • I said, "VIell, what do you do it for? 
Haven't you read the regulations?" He said, No, I haven't 
read them, but as long as the other three banks do it 
I have got to do it if I am goi ng to stay in business." 

MR. BkYCE : Yes, that is the trouble. 

H.M. JR: So I said, "Aren 't you ashamed of yourself?" 
and h.e said, "Yes . " and then Dan kept sv.ying, "But we wrote 
you and telegraphed you and so forth." and he said, "Well, 
I don ' t read any telegrams. I just don't read them. " 
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UR. BELL: But it did some good. I think they 
went back and got together and said they would make 
no more loans. 

H.M.'JR: Yes , we shamed them into it, but it was 
sort of a disgusting performance . 

MR. LINDOVI: The other side of this story, Mr. 
Secretary, I think, is that some of these corporations 
which we are trying to get in now, which haven' t been 
used to buying Government securities won't understand 
that the term "preferred allotment , " has always meant 
that they were probably going to get a hundred percent 
allotment . 

MR. BRYCE: Yes, 1 think that is right . 

MR. LI~OO\·. : Now, if we say twenty- five thousand 
wil l get alloted in full they will understand that. 

1.9 

ll.M. JR: \'oell, \'1hat I am playing for this time is the 
corporations . Those are the people I want to get . 

Mk . BRYCE: If you lend even that second maturity, 
you are going to hear a little mo re from the corporations, 
because they have got money kicking around waiting for 
that last tax date . Don 't you think so, George? 

MR. BIJT'FING'l\1N : Yes. 

lo!H. BI<YCE: 
that they could 
happens to come 
in and out . 

And here is a negotiable piece of paper 
have money invested in, and whether it 
due at that t ime or not, they can get 

Mk. BELl : You think they would take that instead 
of the tax notes . 

MR. BltYCE : I should think so. They like negot iability. 

MR. BUFFINGTON : Dan, not only that, they are more 
flexible and many corporations are not buying tax notes 
this year, because once they buy them they or l y get 
in terest in payment of taxes and where their working 
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capital is indefinite, if they could have something 
a little more flexible so they could get out ~f they 
needed their working capital and get interest they 
would be more inclined to buy them. That is one 
reason I hoped it might be possible to get near that 
December 15 tax ?eriod •. 

MR. BRYCE: We ran into - excuse me, George. !fie 
ran into - you r emember those two gloomy investment 
bankers you had in here yesterday. ! wish you could 
have seen them last night because they are ell under­
way and stirred up--

H.M. Jit: They most likely had a couple of drinks. 
(Laughter) 

~ffi. BRYCE: Maybe , but they were on the telephone 
doing their stuff and there is great interest and they 
came back with that thing about the - if you had a 
piece of paper in this case coming due about that 
tax date that there is great demand for that • . This . 
would fit into that all right. You get more cor perate 
interest if you have that second maturity. · 

h. M. JR: They got enthusiastic because they got 
reaction from the field, is that it? 

20 

Urt. BRYCE: Yes, that wasn't a hundred percent, but 
I mean they got stirred up plenty. 

MR. BELL: Maybe we had better i ;sue these instead 
of tax notes . 

MR. BUFFINGTON: That problem with the corporations 
is increasing and I talked to a number of them who 
tndtcated that if they had these certificates maturing 
about that time i t would give them a much more flexible 
investment than the notes ~ive them, and many of t hem are 
fearful of buying notes th1s early in the year, not know­
ing what t heir working capital requirements are going 
to be • . That is why I hoped we might consider it. 
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H.M. JR: This piece of paper at nine months at 
five eighths, how would that compare with the tax 
notes? 

MI\ , BELL: Tax anticipati on notes are 48 . -H.:.t.-JR: For how long? 

MR. BELL: A year. 

H. lJ. JR: Oh. 

~. BELL: That is r ight , isn 't it , 48? 

MR. ~IDRPHY ! It can be for any given oeriod. It 
can be up to two years . It depends upon when they pay 
their taxes . 

of--
MR. BELL: ~ell , if it is 48 a year on the basis 

~m . LIURPHY: Oh, yes, 48 a year. 

H.M. Jh: And this is going to kill it ? 

h~ . liADLEY: Well, the only thing is it will be 
a limited amount of this snd they C8n buy any amount 
of the tax notes and it isn 't stopped by a billion and 
a half. 

H.M. JR: •·hat is the excuse for paying more for t his 
than for the--

MR. HADLEY: It is a market issue. The other one 
has no market risk. 

MR. BELL: No f l uctuation of the price , 

H.U. JR: That is a good answer . 

MR. BElL: We could allow the tax notes to run 
out and issue these securities in their stead, accept 
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them at tax dates with accrued interest up to the 
t ax date regardless of their maturity. ~•e have that 
authority now. 

22 

Mh. BUFFINGTON : That would overcome this difficulty . 
Many corporations, when they bought tax notes last year, 
knew pret ty much what their working capital requirements 
would be and coul d set aside the funds for taxes. This 
year t hey are in a little less definite position. 

H.M.JR: Vfuat would you do with them, Dan ? 

MR. BELL: We could accept t hese in payment of 
taxes on any tax date with accrued interest up to that 
date and if you did that I think tax notes would grad­
ually go out of the Victure . Of course, what you would 
have would be a terr1ble uncertainty in your tax date, 
because if these securi t ies sold for four thirty-seconds 
or any premium they would sell them on the market and 
pay us the cash. lihereas, our estimates might contain 
that several hundred million dollars of Treasury cer­
tificates to be turned in, and if we didn 't get them 
and got the cash instead, we would have a money market 
problem. It would check the uncertainty in that picture. 
But we could get around it ~ybe some way. 

Mk. ~!URPh-y: The tax notes are a neater instrument 
and it would seem a shame to have them elbowed out . 

~ 8ELL: ~ell, I agree they are a neater instrument. 

~. BUFFlliGTON: But they meet the demands of many 
corporations who can set that fund aside and many of 
them who are buying them are doing so on that basis , but 
t here are certain corporations who would get interested 
in these certificates if they were maturing near a tax 
date. 

1m. MURPHY: There is a good chance, Mr . Secretary, 
that if only the six months halfs were put out now, we 
could l ater put out the nine months as halfs. That could 
only be found out though by putting out the six months 
halfs first and then seeing. 
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H.M.JR: I know. I am up &gainst a human rela­
tions proposal here, because here I talked ten days 
ago about wanting~iquidity in the market and iron­
ing out "the excess reserves, and here I come along 
and go out and send out eignt thouaan~ telegrams to 
the corporations asking them please to buy this thing. 
I have got to be a little bit acceptable to sug­
gestions from t he Fed on this t hing even if it costs 
me more money. 

MR. BELL : Well, either way it isn't going to cost 
very much. 

YR. HAAS: Well, I don't like to see one of your 
fixed - one of the Treasury's fixed securities inter­
fered with because of a market rate, because that 
ought to be a bench mark that is going to be held, 
because once you get the tax notes and start on the 
Savings Bonds, and you have to have a new issue of 

23 

those-- • 

H.LI.JR: In other words, keep these .off the tax 
date? 

MR. HAAS: I would keep the rate on these new 
ones from interfering with the rate on the tax notes, 
because I think once you bre&k one of those securities 
that way, you have opened the ground for breaking some 
of your other fixed securities like Savings Bonds . 

H.~. JR : And on that you would--

l&R. HAAS : I was just turning over in my mind, 
despite 5bme of the disadvantages I see maybe it is 
better on this - I would like to go about a billion 
dollars ; but maybe because of that interference with 
the rate on the tax note, maybe it would be better to 
go the whole billion and a hal£ at one shot . 

YR. BELL: You are thinking that five -eighths 
might interfere with the tax note rate? 
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.. 
lffi. HAAS: Yes . 

MR. BELL: There is a possibility of t hat . 

H.M. JR: I see . And you would put it where? 
On a tax date? 

MR. HAAS: I would do it all six months . 

H.M.JR: And put it on a tax date? 

UR . HAAS: No, sir, October. 

WR. BELL: It is all right if you do it that 
way, Mr . Secretary, because when you come to October, 
then you can split it up . 

MR. HAAS: Spl it it up later on . You might say 
to your press people what your ultimate plan is . 

24 

H.M. JR: Well, this is a l i t tle l ess, and here I 
have said what I was going to do at the end of April, 
and now for t he firs t time I have set up what I am going 
to do at the end of April, and I have got it st aring me 
in my face and everybody bothering me about it . WhY 
should I say what I am goi ng to do in October? 

MR. HADLEY : That is right . {Laughter . ) 

H.Y.JR: Here I am bothered about what I am going 
to do two weeks from now. 

MR. BELL: Well , I didn' t have in mind that you 
would say what you were going to do, but you could 
split i t up when you came to October . 

H.M.JR: And make it two issues? 

MR. BELL: Then . 

H.M. JR: But you don 't like to break the half 
percent? 

/ 
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llR. HAAS: No, sir, I think that is a bad pre­
cedent . 

MR. HADLEY: I agree wi th Mr. Haas 0n that . I 
look at this certificate as somet hing that you are 
going to do every so oft en, and I don ' t like to see 
it taken in one big lump and set that aside and say, 
~Here is our certificate issue, and maybe some time 
later we are going to do another big lump . ~ I would 
rather have it come in steps every so often, one a 
month, a billion dollars or something like that. 

B .~.JR: But George is saying to do a billion and 
a half . 

MR. HAAS: I agree with him, but to solve t he 
immediate problem that you want to do a billion and 
and a half, it is a question of whether you do it in 
one issue or two issues and those two alternatives, 
I am ino!rned to do it all in one if those are the 
on!y alternatives; because if you do it in two, it 
interferes with the rate on your tax notes . 

H.U.JR: Where are you, Hadley? 

MR. HADLEY: I would rather do t he billion and 
a half in one issue at a half percent if that is the 
only choice, but I would rather do two separate offer­
ings of a billion each. 

MR. HAAS: I agree wi th him. 

MR. LINDOW: Yes . 

MR. J.lURPHY : Yes . 

MR. HADLEY: Do the second one right near the 
end of April 

MR. BELL: It is like Treasury bill money. 

MR. HAAS: I think Marriner would understand that 
it reaily ian' t a financing . It is more like a bill 
financing rather than the other. 

25 
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H.M.JR: But here you would be figuring on the 
end of April for another one of these things instead 
of concentrating on something longer . 

YR. BRYCE: That is what I was wondering, what 
you had to do in May, ~ 

I 

H.M. JR: We have got two billion dollars to do. 

YR. BRYCE: That was my argument, to get it now 
instead of going twice in the month. 

H.M. JR: Have you got any more ideas? 
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MR. J..qu.s: I follow along wi t h J.!r. Murphy and 
Yr. Hadley. Possibly one issue now that wouldn't 
conflict with the tax anticipation note, and then 
follow with the future Treasury certificates of indebted­
ness, apace them out; and then when you would get to 
October with that issue, then Mr . Bell ' s idea, break · 
that dovm so it fits down into the Treasury bill program. 
These different types of businesses have different 
seasons that they came into funds. The milling industry, 
for instance, comes into funds around January. Now, .. 
we learned tnat the brewing industry comes in later Ln 
the summer; and probably in the East where you have 
manufacturing industries, they may have aame seasonal 
conditions tliat makes the Treasury certificate of 
indebtedness more suitable to their requirements at one 
time of year than another . 

H.M.JR: If you had the problem to decide as between -
well, if you could ·go three ways! you could have a billion 
now ~nd a billion t he end of Apr 1, a billion and a half 
now in one issue, or a billion and a half in two issues 
now. 

Affi. MillS : The thought of Mr . Hadley, a billion 
now, and then a billion maybe th.re.e weeks to a month 
from now, and then have that up to the point that the 
full amount of certificates of indebtednen would be 
outstanding, that fits into the entire program, In 
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other words, reach out to t he full amount of that 
type of financing as soon as it is practicable to 
do it, and then rotate those maturities . 

H.M. JR: Vlell, let's settle one thing anyway, 
Dan. Vlhat are you going to do about that twenty-five 
thousand? How do you think you want to do that? 
You have got your meeting, haven' t you, at ten? 

UR. - BELL: Yes, Vlell, I would prefer the stock 
language, preferred allotment , but then I wouldn't 
kick if you wanted to put it the other way. 

H,ll,JR: You wouldn't? 

MR. BELL: No, I wouldn't kick about it . I think 
you might have this padding which - even though you 
do have it, you won't get over - you will Jus't give 
full allotment anyway. 

H.M. JR: What? 

MH. BELL : I t hink you will give full allotment 
anY'fl'ay, even though you do !lava to pay. 

H.lo! . JR: You do? 

MR • .BEU.: Yes. 

lllt lo!URPHY: In preferred all"Otment you merely 
cut dol'lll somebody else to make roan for the bidding. 

!.IR. BELL: .attt you cut down everybody; and they 
are all padding, most of them. You cut down the 
amount o!' securities that go into thatdasa and a lot 
more to the general subscribers when you say preferred 
allotment . 

H,M.JR: What is t he other language? 

l!R. BELL : One would aa,i ''SibscripHons for amounts 
up to and including twenty-fiv-e thousand dollars will 
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be fiven preferred allotment." The other one, "Sub­
scr ptions for amounts up to and includ\ng twenty­
five thousand wi ll be allotted in full. 

H.M. JR: Well, supposing you do the latter? 
Can ' t we again caution the Federal Reserve Banke 
to do their policing? 

KK. BELL: Oh, they will police , There is no 
question about that, but juat- -

H.M. JR: When t here are a half dozen emplo1ees, 
can't the1 tr1 to catch it? 
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!JR. BELL: Yes, but you don' t know that they 
are employees of the banks, in many cases. There is 
John Jones and Jim Smith subscribing. You can't tell. 

MR. BRYCE: Not only employees, but same of t hose 
banks cal l up their dealers and say, "Put in an order, 
and we wi ll take all you get," and then you have your 
dealers in Government Bonds going around and calling 
up people, 

MR. BELL : That is right . 

}(R, OOCE : That is the t hing that must have been 
confusing all of the time, just to get down that list 
you ar• talking about, of your client~ who they real ly 
are . There are so many tricks to i t. 

H.J.!. JR: -well, I mean, w111 ·1t make much difference 
whether we say preferred or the other? 

MR. BELL: Well, I don ' t know , It all depends on 
the padding involved. 

H.M.JR: I mean, would it help your policing to 
say preferred? 

UR. BELL: No. Well, yes, it wouldn' t help it, 
but it would be more of a job. If you said allotment 
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in full up to twenty-five thousand, they would just throw 
those subscriptions, probably, aside, 

H.M. JR: Wouldn't they take a look at them? 

MR. BELL: Well, they wouldn ' t take as much of a 
look at them. 

H.M. JR: You can't tell who pays for them, whether 
it is bank money or is not? 

lffi. BELL: In many cases they can not . Like Mr . 
Bryce said, if they go around and call up their ~us­
tamers and ask them to put in suoscriptions for twenty­
five thousand, and they will take them off their hands 
when the allotment is made--

H.M.JR: From the standpoint of selling the cor­
porations, how important is the one way or the other? 

MR. BUFFINGTON: I think --

MR. BRYCE: Go ahead, George . 

MR. BUFFINGTON: I think it is important to the 
corporation that t hey be allotted in full, because 
they are not accustomed to this arrangement, and 
probably wouldn' t even know what the preferred allotment 
was. They wouldn't understand it as well as the banks 
would; and if they knew they could came in and get what 
they subscribed for in these amounts in full, I think 
it would be a much better way of handling it. 

H.M. JR: Well, let' s do it that way. 

MR. BELL: All right . · 

MR. BRYCE : But, I don't know how the mechanics 
work, but I know reading t hat letter, if I were a 
treasurer or something, I would understand it, whereas 
the other won't be so clear. 
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H.M. JR: Let's try it once . 

MR. BELL: The mechanics are not difficult . It 
is just a question of what you want to do when you get 
in this volume· of subscripti ons . All right . 

H.M. JR: I -am goi.ng to be influenced by what 
Sproul says when I talk to him . What time will you be 
through with your meeti ng? · 

!.IR, BEll : Well, it usually lasts about an hour . 
It is the Endoll!llen t Fund Committee . 

H.M. JR: You go in . I just want to ask these 
men a little bit about what happened last night. We 
will meet again at eleven, Dan? 

MR. BELL: Yes . 

H. l.l . JR: Where are you with your secur ity dealers? 

MR. BUFFI~~TON: They have set up an organization 
or a temporary organization to handle this by contact­
ing investment bankers in each of the big i ndustrial 
centers and putting one or two houses in charge, and 
they in turn are going to build up a temporary organiza­
tion to handle it . Immediately following our discussion 
with you yesterday, we talked to them, and I woUJ.d say 
by evening or by two o'clock in the afternoon they were 
waiti.ng to do t his job and get released, and were trem­
endously enthusiastic, and have gotten an excellent 
reception from t he people with whom they had talked 
last night . 

MR. BRYCE : r think the only bad spot was Los 
Angeles, and they were talking with a munici~al man, 
not in touch with the corporations, and I think that 
in going to change . But San Francisco and Chicago 
and Philadelphia and so fort, it was well received. 
I mean, just talking to bond men . They are enthus­
iastic . Of course, they haven' t had a chance to 
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t he corporatio~s, but I thought it was a good field. 

{Mrs . Klotz left the conference .) 

31. 

H.M.JR: Well, we will eee the Fed again at elevan. 
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I!MJr: 
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I!MJr: 
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Me: 

I!MJr: 
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I!MJr: 
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l!ello. 

l!ello , Mr. Secretary. 

How are ;rout 

How are you thie morping? 

April 1, 1942 
10:111 a ••• 

I ' m t i ne. Hr. Stet tiniue ie not yet wellt 

Why he's still in the hospital, and will be 
there until the end or th.le week. 

Oh . 

I thinlt the doctor' 1 aaking a epecia.l die­
peneation to allow hill to go to hie tara . ... . 

I see • 

• • • . . Sunday. 

Oh. 

And then I th.lnk thst he's going to keeo him 
there where he' a nearby t or ano t her - I'• d say 
another t en da;re anyway. 

Well, then he really wee quite aick, huh? 

Yes, he not only had th.le kidney thing, but he 
vaa generally run down and I think the doctor 
thinka that thia ie a good chance to work on 
him. 

I aee. Well, I ' m - it :rou apeak to him, will 
you tell hill I wae ae!ting after hia? 

I ndeed I v1ll. 

Mr. McCabe, I wonder it :rou can enlighten me 
on thie great myetery. Mr. Tiokton was up 
again i n Philadelphia on Monday. 

Yee. 

-
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I don't know whether they've sent you a copy 
ot hie report or not, but we will. Who decidee 
how many ehipe should be put into eaoh port? 

The War Shipping Soard. 

The War Shipping ooardt 

:t.es. 

Who's that? 

Mural Land. 

Well, doee he, tor i natance, ever eay to you, 
"Nov, Mr. McCabe, how many ahipa have you got 
cargo t or•, or does he Juet atlck the ships in 
there? 

He never speci fically asks us that question, 
because we've been on t he o ther s ide - on the 
Russian side - ot demanding enough ships, you 
aee, to fulfil our obligations. 

But now, tor instance, they tel l me in Phila­
delphia they put in more ehips there than they 
could poeaible handle with the pier space ••... 

Yea. 

•.... and the Maritime Shipping representative 
aaid, "Well, I gueaa I aade a mistake.• 

Yes. 

And I Jus t wonder, t or inatanc~ , i t they put 
in five or t en ahipe , do they evez; i nquire 
from you whe ther you've got enough bottoa cargo 
to till these shi pe. 

No, they haven't . 

In otlu:rworde, it's Jus t a sort ot hit-and-miae 
plan. 

Yea. You aee, as you brousht out i n your offi ce 
there i n that conference, t hie whole shipping 

/ 
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thing I'~ sorry to say .•..• 

Can you talk a little louder? 

I say, a@ you brought out in the conference 
in your ottice, thia whole &hipping thing has 
been in a very co~plex state. 

Yea. 

34 

And Bob Patterson, as a r esult of your appoint­
ment of hi~ to try t o work it out ..... 

Yeah. 

•.... has brought - that co~a1 ttee which works 
with hi~ - repr esentative tro~ East~n, one 
rrom Lend, and General Somervell - brought a 
little order out o f the chaos. 

Yeah. 

Now, the difficulty there wee t hat thei r final 
~ec1sion again was based on a cooperati ve ettort. 

Yeah . 

And So~ervell felt very strongly that someone 
should be dee1gnated to have the final say. 

I hear much better now. 

And i n spite o f the agree~ent which was reached, 
which was a coonerative one, the Army has more 
and more stepped in to take charge; and it aight 
interest you to know that last Wednesday night 
I went up to Philadelphia - I was up there on 
eoae othe~ things ••••. 

Yeah • 

••... and I spent two hours- troa about eleven 
o'clock at night until one - going over some o f 
the piers and the y•rda an~ what-not, trying t o 
get a first- hand reel or that situation; and when 
I got back, I went and reported the result of 
ay trio to Somervell and in gr eater detail to 
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General Gross, h1s assistant. 

Yeah. 

, ' r.; . } ..... 

And t hey ha ve a ssured me over i n the Ar~ that 
Colonel Williams, who 's in charge at Philadelohi a, 
is moving in more and oors t o be the central heed 
there in determining all the fac tors ot shipoing 
at the por t s. 

Yeah, but that - I understand t ha t part of it. 
But that s till doesn't prevent Admira l Land, if 
he wants to s end ten shi ps in t here t omorrow, 
t o eend them i n without asking whe t her t hey 
can be handled. 

Well , now, their answer to t hat would be this, 
that Somervell's offi ce- their man and Land's 
man and Eastman's man theoretically a re ln daily 
contact here in Wash i ngton. 

Theorett·cally i e right! 

And those t hree men are supposed to decide t o­
gether the allocation or shl ps at the ports -
whether t he facilitie s ot the ports are adequate 
and the movement or freight into th~ oort. That's 
the set-uu as it exists. 

Yeah, but it .isn't f unctioni ng. 

I'd say t hl e, that it's f unctioni ng bette r t han 
i t was a week ago and much better than it vas 
two weeks ago. 

Tha t's right. 

But. lt's s till tar !rom being what you and I 
would llke t o see it. 

That's right. 

!low, I got ahold ot - Lev Douglas go t abold or 
me about a week ago. ·Lew i s advlslng wlth Land. 

Yeah, I know 
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And i s trying to get all theee facts together 
on how long it tskea t o turn the ehip a r ound 
when ehe comes into port, end gatheri ng all 
the tactual aide ot that eo he can conetantly 
bring i t to the attention or the Shipping Board 
as t o where they're losing valuable daye on 
ships. 

My personal opini on i s , and it may not bP. w?rth 
v~ry much, but when you oa~ 't meet - have t o 
meet an aoute situation as we have racing us 
on this shippi ng thing , that more and more you 've 
go t to central1~e that respona1b1li ty. 

Well, ot course, to me, I can 't understand the 
Maritime Commission ' s bpen going f or years. Now 
we're ln t he war, and they suddenly decide how 
t hey 're going to bsndle ships in the ports, and 
I've got ships on my recor~ s here that have been 
in port since early February waiting r enaire. 

That's right. 

And the thin~ that Admiral Land eaid, t hat in 
war-time you ve got to expect fi fty per cent 
efficiency, well, to me it' s Jus t shocking ; and 
why thie thing wasn 't all planned- I mean, it 
isn't as though we've go t too many shi pe, we 've 
got too few. And it' s Jus t as though there wee 
a little boy, e nd eay, "'4'ell, I 'll show hi111; I'll 
give him eo many shi ps he csn't handle them.• 

That's right. I feel •.... 

Why they should scramble around a t this late 
da te and get somebody like Lew Douglas to try 
t o figure it out - to me it ' A Just criminal. 

I feel, Mr. Secretary, t hat t he shi pping thing 
ie the most serious pr oble111 t hat we have in the 
whole war effort; end it' ~ the number ?ne bottl e­
neck that we have . 

But I mean, I don 't know whet Admiral Land doe~ 
over there. I mean, if he doesn' t do t his. 

Well, t? me it 'e e very, very , very serious 
problem. 
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Well, I just wondered. 
f ormation that JOU have 
but it's tar from being 

That's right. 

Yeah. 

I have the same in­
that it' s better, 
good. 

It hae improved each week since you had that 
conference in your office. 

N~w, let me ask you another t hing , it I may. 

Yes. 

3? 

Do Jou, tor instance, have anywhere in JOur 
office, the n~ber of tons leavi ng each mi ll 
on Russian Lend-Leaee t or each oort each night? 

No. 

You don't know, tor ine tance, hov many tons are 
rolling each day? 

No. The only way we get th~t is to - you see, 
that reeponeibllity i e on each Procurement 
Division. 

Yeah. Wel l , i t you don't mi nd my saying so ­
I mean, how in God 's name, McCabe, can - l~t ' s 
say that J err1 Land wee t he greatest fellow i n 
the world. 

Yea. 

And how can he or any Board allocate ships it 
you oan 1 t tell t: 1m one week in advance bow much 
stuff ie go ing to r oll from each oill? I mean, 
to me it's- I mean, it I were sitting there, 
I'd want to know one week in advance how muoh 
stuff each mill is going to r oll or can roll on 
a car towards a given port. Then I can say, •Well , 
I'll have so many ships there t o take care or it.• 

Yeah. Now, what we do have here, we have on the 
Russian progra m, we have a definite schedule per 
month - that i A, we have tor March tor each item 
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the definite amount allocated and that's 
promis ed by each Pr ocurement Division of 
exactly what can be expeotad f or t hat month. 
Now, f or ins t ance ••.• . 

But they've never l ived up t o it. 
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The point is , we've got to de pend, f or instance, 
on the heavy car go which i8 a tight one now -
we've got a definite promise here from War 
Pr oduction Bo~rd and from your fellows that 
we can exnect so much cooper, eo much armor­
plate, 80 muoh steel. Wa have on a schedule, 
which I have right here on ~ desk, what wee 
available at the end of February, what they 
have pr omised for Kar oh, what they have or omi eed 
for April, and for May and f or June . 

Have they ever lived up to their promises? 

Well, I' d say thie, th~ t in t he main the Army, 
on the fighting equipmen t have come, I' d eay, 
very close to their promises. The mos t di f f icult 
thing we've had i s the heavy cargo - that's the 
metal. 

Yeah. 

And, incidental l y, on that, I'm having a con­
ference wi th Blll Batt and Don Nelson at eleven­
thirty on that, and see if we can't speed up the 
delivery of metale - that i~, ev ~n get them ahead 
of the pr omised sched•>lee here - eo that we can 
have some backlog of the metals at the ports. 

Yeah. Well, what I'll be able t o show you tomorrow 
ia a table showi ng how Much stuff that we buy ie 
r olli ng every night. 

Yes. 

See? 

Yea . 

And we' ll furnish you wi th that. 

Yes. 
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And how much we' re supposed t o f urnish, say, 
t or th1 e week. 

Yes. 
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And my thought is, if you l i ke it, I should think 
you ' d want t he eame thing from every other pur­
chasing agency; and then correl ate i t into a 
mas t er eh~et. 

Now, under t hi s set-uo tha t t hey have, the War 
Depar tment ie eup~oeed to have in their cl ea rance 
secti on t here - under the Quartermaster there -
t his infor mation rrora the Army and from Treasury 
Pr ocurement and from the different agencies, and 
t hey authori~e the releasee in accordance wi th 
these schedules, you see. 

Yes. 

Now, tha t set-up ie t he - that i s the set- up the 
Army has put into effect over there. 

Well, let me get thi s over to you, but I'm going 
to - Hopkins ie having lunch with me t om-..rrow 
and I' m goi ng over the whole t hing with him then. 

Yes. 

Because i t's just got to be i mpr oved. I mean, I 
still - I mea n , you can't vin a war doi ng it the 
vay we're doing it nov. 

That's right. 

It' s i mpossi bl e. 

That 's right. You eee , thi s functi on i s a corre­
lation or sh i poi ng , a definite f unct ion : and 
responsibility ae lt'e a~t up now, r eat e with 
these thr ee agencie s t o coordinate the whole 
orogram. 

Yeah. 

And t hese three agencies are euopoeed to work 
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through each ?roour~rc en t !>i vl sion t o have the 
d.a ta t here before them upon which to make all 
the allocations. 

Well , okay . I' ll be talking to you 8gain . 

Now, would you be i nterested in thie schedule 
tha t we ' ve worked up th~t we f urni sh the Pr eeident 
on the shi pments and avo i lab111ty of materials 
under the Pr otocol. 

Very much. 

\4ell , I '11 send you over a copy. \o/e heven ' t had 
8 colliJDent from hi11 Y"t. 

I'd like very ouch to e~e 1t. 

But on thAt, we have the br eak-down !or each 
1 t em ..... 

Yeah. 

... .. the actual shi pments or Febr uary 2g that 
was available 1n Februar y , and then the mon thly 
schedule or availabili ty from here ou t to the 
end of Juno. 

Well, now, do you t urn ish t het t o the ~:sri time 
Co!llllli se1on? 

No. You see , thi s is the confidential report 
that he asked us t o get t or hi~ after checkine 
with all the de?Srtmente h"re. 

No, I mean - but this committee nr t~ee doesn' t 
have that, the ~sr1 time and Army a nd th~ r ail­
roads. 

14ell, now, this committee though - in t hi s set-up 
t hst they've made o ver in the •;a r Deosr tment -
have a direct wir~ t o you r Treasury Procurement, 
a direct wire t o War De~artment , eo t hat they 
can t ake the infor mati on that ' & furnished t hem 
by these Procurement Div1a1ons and tie t hat 
together, and that's suppoe~d t o be their 
r esoonsibility t o t ie t ha t togethor t o regulate 
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t~e ~ove~ent ot f r e igh t lnt~ the ~rts. 

Wpll , send lt ov~r t? oe .and lPt c e take a 
l ook a t 1t. 

All r ight . 

Thank you . 

Thank ynu , l(r. Secreta r y . 

Oke ·' · 

Gnod- bye . 
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Nuaber ot Carload• ot Ruadan Lend-Leaaa l'ra1gbt 
Placed Aboard Sh1pa at the Port ot Philadelphia 

Da:r Date IUiber of 
oarloada 

Wedneada:r Maroh 11 
'l'hursda:y 12 
Frida:r i~ Saturda:r 
Sunda:r 15 

Monda)' 16 
Tueeda:r 17 
Wedneada)' 18 
'l'hureda)' 19 
Frida:y 20 

Saturda7 21 
Sunda:y 22 
Monda)' ~a 'l'ueeda:r 
Wedneeda:r 25 

Thursday 26 
Friday 27 
Saturday 28 
Sunday 29 
Monday 
'l'ueeda:y 

30 
31 

Wedneeda:r .April 1 

Ottloe or the Secretary of the Traaeur1, 
Div1a1on or Research and Statia tica. . . 

109 
105 
123 

60 
58 

117 
121 
126 
1~6 1 2 

lj 
119 1 8 
196 

202 
21+9 
252 

80 
31+2 
206 

345 

Note: The number or oarloada placed aboard eh1p 
on 'l'u .. da)', Karch 31, vae lower than on 
the preceding da7 becauee or a rainatorm 
in the morning. 

(prelim-
1nary) 
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RMJr: 

Allan 
Soroul: 

RJ.!Jr: 

S: 

w.J r : 

S: 

Hl!Jr : 

S: 

RJ.!Jr: 

S: 

RMJr: 

S: 

RKJr : 

• S: 

!IMJr, 

S: 

l!MJr: 

Hello. 

Apr1l l, 1942 
10:~5 •.•. 

Good morning, Mr. Secretary. 

How are you? 

Fine. Row are you' 

I ' • Yery well. 

Good.. I hope 70u had a good holiday. 

Yea , I did. It did me a lot of good. 

Well that's tine. I'•• talked o•er with 
Mr. Rouse the propoeed offering you talked 
over vith hi• tbi a aorning, and two issues 
~ake sense to me. Well , tiret, I agree -
ae I think he told you - that one and a halt 
billion at one time you can do, and I think 
it ' s preferable to do it. 

You do. 

Yee. Second, I think that the two issues ie 
a good move in the light of the program you 
haTe outlined ahead t or putting out these 
cert1t1ca tea. 

44 

Which would you rather eee us do , to •ake tvo 
offerings in April, or one' 

I think I prefer the tvo offerings i n Yiew ••..• 

No, I aean, would you - the beginning of April 
and the end of April , or do it ••••• 

Oh, no. I 1 d rather haTe the one offering. 

The one offering. 

One offering. 

The one of fering. 
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One otter1ng, a billion and a halt; but I'd 
prefer to haTe it, I t hink, aplit in the two 
i aauea the way you outli ned it t hie morning. 

Tbat 1a your reel ing. 

Yee. 

Uh huh. Well , that'a what I wan ted to get. 
The Board aembera are ooai ng in at eleven. 

45 

Will you be available between eleven and ele•en­
th1rty? 

Yea. 

Well , I' ll aoat likely want to oall you and 
Rouse. 

Well, we'll be available. Juat one other aug­
geation on t he maturity and price. 

Yea. 

I understand you tal ked in terms ot a slx months' 
iaaue and a nine montha' 1aaue. 

Yeah. 

I auggeet you might conaider aeven and a ten 
aonthe ' , which would a.ake it a little cloeer 
to the market and perhapa give J OU a l i ttle 
better month to work in ae you roll on through 
the year: 

Well, what would the ae•en month a' be? 

Well, it would be a hal t . 

A haltt 

Yeah. 

You think we oan go a halt? 

Yeah. 

And the t en months'? 
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That would be t1Ye-e11hthe. 

Oh, JOU think we oen go thlt etrongt 

Xeah. 

I eee. Well, that's intereat1ng. 

And thlt would g,1Ye JOU NoYember and February 
tor Jour t1rat two matur1t1ee, and would go 
on to l!aJ e.nd NoYeaber tor the next two. 

Bu t you think we can etretch 1t to eeYen 
month•' 

Xee, I do. 

I see. We:ll ••••• 
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I don't think the oho1oe there 11 Yery important 
or very great between eix and nine and seven and 
ten, but I think you could do 1t. I 
Well, we wouldn't have t o decide that until 
Friday night. 

No. 

Well, I'a glad t o get that. 

Right. 

AnJthing elaet 

No. 

Thank you. 

We'll be eYaileble. 

Thank JOU. 
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FINANCING 

Present: Mr . Haas 
Mr. Buffington 
),fr. Bryce 
Kr. Undow 
Mr. Jiurpey 
Mr. Baker 
Mr. Hadley 
Mr. Kills 
llr. Bell 
Mr . Eccles 
Mr • . Piser 
lo!r. Szymczak 
Mr. Goldenweiser 
Mr. Draper 

April 1, 1942 
11:00 a.m. 

47 

H.K. JR: Well, gentlemen, since seeing you yesterday, 
here is the way we would like to put the proposition to 
you, a little bit differently. I talked this morning to 
Sproul and Rouse, and they are standing by, and they lean 
a little bit toward going to the market just once in 
April rather than twice. 

l(R, ECCLES: That was the way we leaned yesterday. 

H.~JR: Now, I put up the proposal to them, if we 
did do a billion and a half the way you suggested, how 
about making it two issues instead of one . They kind of 
liked that. But same of our boys in the Treasury don' t , 
because they sort of hate to break the one-half rate, 
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you see . They sef if we did the billion and a half in 
one lot at a half a percent, then when the thing came 
due, if we wanted to refund it, we could refund it in 
two issues. We would like to discuss that first and try 
to settle that one way or the other. Should we--

KR. ·BELL: You might say that the reason they don't 
want to do that principally is because it interferes with 
the tax note rate. 

MR. ECCLES: Yes, it would, wouldn't it? Well , we -
I talked to Sproul yesterday after I left here, because 
I wanted to report to him as he is a member of the 
Executive Committee, so I called him up and told him what 
we had discussed and what the other members of the 
Committee had agreed upon, which was one financing of the 
billion and a. hilt, the twenty- five thousand minimum 
allotment of subscriptions , and I also discussed with 
him the letter. Wel l , they weren ' t so enthusiastic about 
the letter idea, but they - it wasn't - I told them that · 
you felt that the corporations should - this matter should 
be oalled to their attention beforehand and that they 
were asked to wire in if they were interested so that 
then that could be sent to the banks and. the ba.nlts could 
put them on their list and send out the notices of the 
offering. They were - illan was also - liked very much 
the idea of increasing the allotment to the ba.nke if we 
went to the billion and a half on the ground that this 
was a type of investment that we would like to see the 
banks own and would like to get it distributed over the 
country as far as possible to give the fluidity to the 
excess reserves. Now, that waa the gist of t he discus­
sion, so the Executive Committee are in pretty full agree­
ment on that as a general policy as we discussed it 
yesterday. · 

H. ll. JR: ll.8f I interrupt you? I don ' t think there 
would be much disagreement - Dan mq - if it was one 
issue, we would increase the banks'right to subscribe; 
but, if it was two, we didn't think it would be neoea­
sary. 

MR. ECCLES: Well, that is possibly right. Two 
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issues of seven fift,r is pretty small; and, if JOU are 
going to get any kind of a dist ribut ion other than banks, 
of course rou possibly wouldn 't increase the banks. I 
feel awfully strong about the one issue, personall7. I 
think to put two issues out would be a big mistake. 

J.IR . Szni:CZAK: Well, lfr. Secret11.171 aa I understand 
it, it is a question of two i ssues at this time, a cer­
tificate and perhaps a note, or a bond. Is that the 
question? 

H.Y.JR: No there are two things. Some of the 
people here in the Treasur7 still want me to stick to an 
issue on April 6 and one the latter part of April . 

AIR. Szni:CZAK: Oh! 

H.W. JR: A bill ion each. Some of the rest of them 
feel that we should just go to the market once in April 
for a billion and a half and if we do take a billion and 
a half, should we do it in one piece of paper or two 
pieces of paper. 

IIR. BELL: But two of the same kind of pieces of 
paper , a six-months, say, and a nine-months certificate. 

H.JA.JR: And Sproul, incidentally, thinks we oould 
go seven and ten. 

IIR. ECCLES: Is Allan in favor of the two pieces of 
paper if you go one issue? 

H.W.JR: He kind of liked the two pieces. He put 
it that way, "I kind of like i t. • 

AIR , ECCLES: We didn' t discuss that. 

H.W.JR: Well, I onlr got the thought of it this 
morning, and I didn't want to interrupt you at your meet­
ing. Otherwise I would have called you. We only got the 
idea this morning. 

WR. ECCLES: What are the arguments for one issue 
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and two pieces? 

H.M.JR: The arguments are that you won't have a 
billion and a half coming due on one date. 

MR. ECCLES: Well, ordinarly that would be a good 
argument, but with the size of this picture, it doesn ' t 
seem to me that a billion and a half is - proportionally 
it isn' t any worse than you used to have falling due all 
the time of three or four hundred million. With the 
total of the increase in the debt and the amount of 
issues you are go~ to have out, it seems to me that if 
you are going to f~gure less than a billion and a half 
coming due on one date, you are going to have maturities 
very, very often. I think it would be wel l to reduce 
the maturities to some extent by having larger amounts 
come due in lieu of the problem you have got ahead of 
you. 

MR. BELL: From the market standpoint, Marriner, it 
would be better if we had a half billion every other month 
wouldn't it, than to have a billion and a half at one 
date? 

MR. ECCLES: It would if you didn't have other 
issues, but you have other things coming due. 

MR. BELL: No, af ter we got this schedule completed 
we would treat these more or less like Treasury bills, 
a half billion every other month and do our other financing 
right along at the same time just like we do with bills. 

MR. ECCLES: You don't want these to take the place 
of bllh? 

l.!R. BELL: No. 

MR. ECCLES: I was thinking of these as quite a 
separate matter from the bills. 

MR. BELL: The same kind of money, that is what I 
meant. 
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MR. SZIKCZAK: Couldn' t you give some thought, then, 
to getting out a billion and get out more bills at the 
same time, and see what you have to do in April later? 
You could take another look at it. 

H.M. JR: We need a billion and a half as a minimum 
for April. 

YR. SZIKCZAK: Well , you could get bills out, that 
ia llf1 only suggestion. 

liR. ECCLES: Your i dea of mi.king several issues, 
Dan, was to have seven hundred fifty thousand or five 
hundred - I mean seven hundred fitcy or ti ve hundred 
million coming due at one time instead of a billion a.nd 
a half coming due at one time so that the roll- over would 
smaller . 

MR. BELL: We would take them just like Treasur7 
bills--

YR. ECCLES: I would think that might be all right 
if after you - after you got to going, fut I would think 
on the first offering that you ought to have a substantial 
amount - if you had a billion and a halt, for instance, 
coming due in - six months from now, then I think you 
possibly could arrange your roll-overs then at five 
hundred million with one maturity, five hundred another, 
end meybe five hundred enother, but to put out less than -
you need a billion end a halt this month, end why not 
put it out in one issue and arrenge your roll-overs et 
five hundred million at the tillle when this comes due, 
with different maturities? 

MR. BELL: That cen be done. 

MR. ECCLES: That ia one way you could get it on 
the basis of five hundred million. 

H.K.JR: Say it egain, will you? 

MR. ECCLES: A billion and a halt now end when the 
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billion and a half comes due refund it into two or three 
'issues with six months m&turities, seven months uturities, 
and eight months maturities so that from then on you have 
got your roll-over, but you get these out now and that 
would take c~re of that problem that Dan raises, if you 
want to do that. 

MR. SZlllCZAK: And it would give you a feel er with 
the corporations and the municipalities, and it would 
also give you a chance to get the banks the short maturities 
they want. 

•. 

MR. ECCLES: This would be bad, if you put seven 
hundred fifty million out, and you get a very small allot­
ment . If you get an allotment of a tenth, S811 or a 
sixth or an eighth or something of that sol!!;. I think it is 
desirable , especially if your corporations are coming 
in, if they have got funds and they make a subscription 
and they only get a fraction of what they want to put 
into it, or a lot of banks. I think it is better to have 
their subscriptions filled as nearlr as possible. Then 
they get away from the padding, and you l ikewise - they 
can plan much more accuratelY on the use of their funds . 
A person has got, say, a million dollars they want to 
invest and they get a hundred thousand and they have 
still got a problem of nine hun~red thousand. 

KR. BELL: Yes . 

MR. ECCLES: And the smaller the issue , it seems to 
me, the smaller the allotmsnt they are Ukelr to get. 
That is another reason I favor the larger issue. 

MR. PISER: I think there is one more reason, too. 
That is, if two issues are put out , no mat ter how closely. 
we try to price them here, we find one issue is more 
attractive in the market, and there may be a lot of 
~itching back and forth as a result. 

MR. BELL: That i s true. 

MR. PISER: I t is very dirticult to price two issues 
so they will come out exactly the same in the market. 
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MR. BELL: Do you think the second issue above a 
hal! percent woul d interfere with the tax notes, Piaer? 

MR. PISER: I think they probably would, yes . 

MR. BELL: That is what is worrying us. 

H.Y. JR: But not at the half a percent . 

MR. BELL: No, we don't think the half - that is 
too short a period, but if we put out a five-eighths for 
nine or ten months, it might interfere with the tax 
notes. 

YR. ECCLES: 'fell, it eerta.lnly is competition with 
them. 

H.lL. JR: Well, supposing we call up Allan and see 
how he talks. What? 

YR. ECCLES: All right. I would sooner see one .issue 
wi th two maturities than two issues. 

YR. BELL: Except for time? 

MR· ECCLES: That is right. I would sooner see a 
billion and a half and make It two different maturities 
than make two offer ings. 

MR. DRAPER: It seems to me that even better than 
that would be the suggestion of a billion and a half and 
then split it into t .hree parts on the refunding. 

KR. BELL: I would like to have that extra half 
billion: 

H.J.l,JR: What extra half? 

YR. BELL: A billion dollars in each issue, two 
issues . 

MR. ECCLES: You can put out some bills, Pan. 
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H.W.JR: How about if we did the billion and a half, 
how do rou feel about increasing the banks' right to 
subscribe up to a hundred percent? 

(The Secretarr held a telephone conversation with 
Wr. Sproul and Wr. Rouse as follows:) 
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Operator: 

HMJr: 

Allan 
Sproul: 

HMJr: 

S: 

Hl!Jr: 

S: 

f!I!Jr: 

S: 

f!MJr: 

S: 

Hl!Jr: 

Marrin tor 
£cole a: 

Hl!Jr: 

Hello. 

Sproul an~ Rouee. 

Hello. 

Hello, Mr. Secretary. 

You're on the air here. 

Apri.l 1, 1942 
11:18 •••• 
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We 1 Te been talking the th1ng bTer, and the 
Fed people teel inclined to only goi ng to the 
marke t once this April. Hello. 

Yee. 

So the questi on hae been raise~ that it ve 
get out an i ssue tor tive-e1ghthe, 1t might 
interfere vith our Tax Antio1pat1on Notee. 

Well, I think it probably vill; and an issue 
at one-halt vill also. That ' • inherent in the 
program. They haTe to - ae tar as the corporate 
buyers are concerned, it'a a question ot vhich 
one they prefer. 

Well, the aentlaent here a little bit 1a tovarde 
Juet one ieaue. 

Well, as I eay, I don't think that'• very ia­
portant. I think one issue ot a billi on and a 
halt vould go and be all right. I thlnlt the 
tvo ieeusa vould vork out • little better. 

I see. Just a moment. 

(Telke aa1~e) Do you vant to ask him something? 

No. 

(Back on phone) Well, that's the vay you reel. 
Do you think there v1ll be any trouble v1th one 
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laaua or a bllllon and a halt' 

No, I do not. 

You think they're golng to llke lt . 

I thlnk they're going to like it, and it'e 
golng to go well. 

I eee. 
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The two ieeuee would enfble you to retain the 
titty per cent allotaent to banke, tltty per 
cent on each leaue, which would gl•e the hundred 
per cent allotaent which I underetand vee dia­
cuaeed yeeterday, without a&king a change ln 
tbe eubacrlp tlon rulea which you aight ba?e t o 
change back on a eubeequent bond leeue, and 
would be deelrable rroa that etandpolnt. It 
would alae enable you, lt you adopted tbe eug­
geation ot full allotaent up to tventy-ti•e 
thousand to have the full allotment on the 
two ieauea, which I thlnk would ha•e some ad­
vantages. 

Well, supposi ng we adjueted it to one leeue, 
how would you teal about aaklng lt a hundred 
per cent or their capltal and surplus. 

I think that would be all rlght, but there ie 
the cueetion or poaaibly havlng to revert back 
to rirty per cent on aubaequent bond ieeue 
and perhaps have the lack or understanding 
or Just ..•. • 

Well , that wouldn't be good. 

Flt ty per cent allotment on two leeuea, however, 
one or eix and one ot nl ne or one or eeven and 
one ot ten would meet that eituatlon very nicely, 
I think. 

Well, I wouldn't want t o be cbanglng every tlae. 

Well, that'a what I eay. I t you do lt with two 
lasues and have fifty per cent allotaent on 
each, you get ln ettect a hundred per cent 
allotment on the two, but without having to 
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change your aubaoription rulea. 

But auppoaing we decide Juat to do one - one 
ieauet Whst would you do about your ruleet 

Well, I would chAnge the rulea myeelf. 

You would? 

Yeah. 

You •esn •aka it a hundred per cent? 

Yee. 

You really would? 

Yea, I would. 

Because fro• •Y standpoint I think tbie ia 
primarily a money market ieeue which will be 
a pr\~e bank investment Bnd it would be 
desirable to get a large amount of it into 
the market where it could be used ~o adJust 
position• between bank1 and between marketa. 

Well, that'e true. But you think a fifty 
per cent wouldn't do it, huht 

Well, it would do lt, but to a lesser extent. 
I , 

Okay. Will you be around unti l noon? 

Yea, I will. 

Thank you. 

All right. 
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MR. BELL: 1 hate to see the rules changed Just 
for this one issue and then change back in the bond issue 
when it comes along, and I think ;you will have to change 
back. We put out those rules to tr;y to cut down u muCh 
padding as we could and giTe the permanent inTestora a 
li ttl a more cpportuni t;y. Now, of course, this is a bank 
issue. Yet , on the other hand, we are going out attar 
corporations and enr;ybod;y outside of the banks, and I 
think the banks will get a substantial part of it a111h'ow, 
but I don't feel strong enough to argue Ter;r much about 
it . 

MR. ECCLES: You have this situation though, it 
seems to me, with the corporations. Their allotaent 
now is ver;y favorable on bonds, much more than banks. 
I think that you need to have two different allotments 
to the banks. If you are going to put out a long bond 
issue, ;you don't want the banks - 1 wouldn't hesitate on 
a long bond issue to cut them to twent;r- five percent of 
their capital surplus . It Just seems to me that you 
don 't want the banks to take long bonds. They have 
already loaded up with them. I would out them acoordingl;y. 
Now, when ;you put out an issue that you want them to takB" .. 
and you want them to go there, and ;you want to reduce 
the secondar;y market to the limit - if ;you have the banks 
take a. larger allotment in long bonds, all you have got 
is a much more difficult seconda.r;y market because the;y 
will subscribe and underwrite these bonds, and the;y will 
sell them and take their profit. I would cut them down 
when it ia an issue you don ' t want them to have. 1 
wouldn't hesitate a minute to do it . I would let the 
banks understand that hare is an issue that is designed 
for the banks, that here is another issue that is largel;y 
desired elsewhere and - because if you believe that the 
shor · issues should go to the banks and the longer issues 
to the investors, then it seems to me the rules should be 
fitted into that phllosoph;y. 

WR. SZ!MCZAK: Also, since you are. circula.rizing the 
corporations and municipalities and want them to take 
some of these certificates, it makes logic to increase the 
amount of the allotment to the banks to a hundred percent. 
I mean, ;you are consistent. 
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MR. BELL: I would call that inconsistent . 

MR. SZYMCZAK: Consistency in inconsistency. 

59 

MR. BELL: I t does have this advantage, Ur. Secretary, 
that if you have an open end issue in May, say l eaving 
the long bond issue open for several days, you can 
eliminate the banks entirely from that issue, sayin~ 
~e gave you a hundred percent back there in April 1n 
the type of issue -in which you were more interested, and 
this one you should stal out of and, therefore, you are 
not percitt ed to subscr be at all . " There is that 
advantage . 

KR. ECCLES: With the inflationary developnent 
that ia certainly under way, I think that everything 
possible has got to be done to keep down the growth 
of b4nk investment in Governments . Now, we don't want 
to keep it down, however, in the short issue, but 
you certainly want to keep it down and t ry to almost 
eliminate it in the long issue and that is one reason 
vze were so strongly in favor o£ the non-negotiable 
issues, because then you could keep them out of those 
i~aues . You coul d keep away from the market issues 
which they were loading up on . 

H.M. JR: I think it makes sense to have the 
banks a hundred percent for t his and maybe twenty-five 
percent for a bond issue. 

UR. ECCLES: Of course, it makes s&Qse, complete 
sense--

H.M. JR: I think it makes sense . 

MR. ECCLES: ••• and I think t~ey might just as 
well get used to it . 

H.M.JR: It is a new conception. 

UR. ECCLES: Of course, i t is ./ You have got an 
entirel y diff erent job of financing tlwl you have 
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ever had before and what JOU want to do, aa ;you have 
said, is to reduce the &mount of bank expansion or 
the creation of more mone7 to the fullest extent 
possible, using the existing fun!la . You want to get 
the corporations and the individuals to uae their 
curr~nt income as the7 get it and not spend it, to 
divert it back to the Government, and; therefore, JOU 
ou~ht to design JOUr program to accomplish that ver;y 
thing, using the banks onl7 as a very last r esort . 
What worries me tr«mendously is a continued growth in 
bank deposits and curre.noy, even though ;you control 
prices, if we do, and control wages and other things 
for the direct method of ~reventlng inflation. When 
this thing is over with, J.f our bank deposit structure 
ia a hundred billion, then •here are you? Then you 
are in a hell of a fix because ~hat mone;r be~ina to 
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go when you take your controls off and I think it ia 
tr«mendously important, fund&mentai in t his whole 
picture, that we restrict to the fullest extent the 
growth of the supply of money, Now, the Germans have 
done it, the British are doing it, the Canadians are 
fighting it to the last ditch. The Germane even 
adopted what they call the Iron Savings Scheme so as 
to use existing funda instead of creating more bank 
de~osits . The Canadians have resisted it, and the 
Br1tish have resisted it. Now, we are the only ones 
up to date that haven ' t resisted it, and I think we have 
got to do that very thing; and if that issue is the 
~ind of an i ssue that is for the banks and they need 
short issues, then I think we should do something to 
put it there; and when we begin to put out long market 
issues , or if we put out non-negotiable ' issues, we will 
exclude the banks , try to keep them out of those 
issues, just using them as s last resort in the short 
field . That is the way I feel about the picture . 

H.U. JR: Well , there isn't any difference. If 
we do it thia way and came along and exclude them in 
the next one, they have got no kick, 

MR. ECCLES: That is right. They ~even' t any 

KR. BELL: I would like to exclude than on the long 
one , 

• 
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l.!R. ECCLES: So would I . 

, lo!R. SZ'Yl4CZAK: I think you are .right. 

H.M.JR: Tbh way the objections which were 
raised by Bur~eaa and the others, ~ell, we have given 
you this now . What? 

MR. ECCLES: That is right. 

H.M.JR: Well, let' s decide then, Dan, we will do 
a billion and a half at ~ half of one percent and let 
the banks subscribe a hundred percent of their capital 
surplus and everyboey get up to twenty-five thousand 
dollars. 
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MR. PISER: Mr . Secretary, I was wondering if it 
might not be well to announce, at the same time, that 
on longer issues the banks might be out down or excluded, 
so they won ' t think they are getting a bigger break on 
all issues . -

H.M. JR: Well, that will be something to sa7 for 
background to the newspapers . Bell can keep it 1n mind . 

YR. BELL : I don't know whet her we want to say 
that or not. You could announce in view of the fact 
that this is more of a bank issue that we have changed 
the rules to - so as to permit tham to subscribe up 
to a hundred percent . 

YR. ECCLES : And by implication if it isn' t for 
a bank issue we would stop there anyway. I think it 
is implied. At least, you could aay off the record 
that that is the impl ication and let .the press draw 
that implication without making any commitment or 
announcement . 

MR. BELL: I think that is better . You may not 
want to change the rules . 
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)(R. ECCLES: That ia right. But if lou do say you 
&re doing it for this re&son now1 by impl c&tion the 
press could dr&w the conclusion that you might cut it 
aown or elimin&te t hem on the other types of issues . 

H.M.JR: All right, gentlemen? 

MR. ECCLES: Fine . 

H.Y.JR: If my own people would st&y, please. 
Thank you very much. 

(Kr. Dr&per, Kr. Goldenweiser, Ur. S~ymczak, Kr . 
Piser, Wr. Eccles, and Ur . Mills left the conference . ) 

H.M. JR: How will this letter re&d now? 

MR. BELL: Do you want me to read it? 

H.M. JR: You read them . 

MR. BELL: This is the ones to the presidents of 
the corporations . "The Treasury Department expects to 
make a public offering of one billion five hundred 
million dollars of Treasury eertificates of indebtedness 
on Monday, April 6, 1942. The certificates will be 
offered at par and will bear i.ntereat at the rats of 
one half percent, payable by coupon. The maturity will 
be about six months. Yany corporations have indicated 
their desire to invest current accumulations of business 
funds in this type of security. I am cilling this issue 
to your attention since it occurs to me that your 
corporation may wish to obtain soma of these securities 
on aireot subscription.• 

H.Y. JR: Your corporation may what? 

lo!R . BE{t-: "llay wish to .obhin some of these 
securities . · 

H.W.JR: Why not use the word, "buy"? 

llR. BELL: By direct suoscription? 

H.Y.JR: No, instead of "obtain," use the word"buy.• 
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MR. BELL: Well1 aubacribt . It il bUTlnc froa 
ua, yea, but subscribe for some of thtae securiti es. 

H.M.JR: Instead of the word "obtai n"? 

MR. BELL: "K.ay wi sh to bu;r. • That al.ght indicate 
to them in the market. I guesa that is all right . 
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· MK. BRYCE: Your point, thougn, ia that they don' t 
buy on subscription. You are tying it into ;your aub­
scriptione . 

~. eELL: That is right. Well, they do bu;r. 

H.W.JR: I don't care . I just thought it was a 
ai~ler word but if it connotates something else I 
don t care. 

MR. HADLEY: It might be better just to say, "You 
may wish to subscribe .• 

MR. BUFFINGTON : To subscribe. 

MR. BRYCE : That ia what I was saying. 

H.M.JR: How are you going to have it, Dan? 

WR. BELL: "To subscribe directly. " 

H.M.JR: 'i.b&t does directly mean? 

MR. WRPHY: It ia merely an intensi ve to difUr-
entiate from buying them in the market. 

H.Y. JR: I wouldn't put in the word ,irectly.• 

MR. BUFFINGTON : Subscribe tor these securities . 

MR. BELL: To subscribe for some of these securities . 
"If you will telegraph me not later than Friday evening, 
April 3, 1942, indicating ~ur interest, I shall be 
glad to have sent to you before the offering date com­
plete details of the terms of this issue, and see that 
;you are advised about subsequent offerings of Government 
securities. !a the new offering may be open only one 
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day, prompt action is necessary if fOU wish to par­
ticipate . Subscriptions for amounta up to and in­
cluding twenty-five thousand dollara will be allotted 
in full." 

H.t.l. JR: Can I just see. that a 110ment? It is 
all right with me. • 

MR. BEll: The other one is the same. 

H. W. JR: I don ' t have to see it again. 

lffi, BELL: Well, we wanted fOU to sign it. 

H. lo!. JR: Well , when will you bring it in?. 

MR. BELL: Before one o'clock. 

H.M.JR: I am satisfied. Anybody got any second 
thoughts? 

MR. BUFF1NGTON : We are going all on· one me.turi ty? 

H.M.JR: Yea . 

llR. PAKER: •r. Secretary, will there be any announce­
ment to the effect that this will not be the first of 
ho issues? 

MR. BELL: Yes, we will have to change that . 1 
don't know whether you will want to do that informally 
or have a formal press release. 

easy. 
lffi, BRYCE: I should think that would be awfully 

H.1!. JR: Tell it to the press tonight~ will you? 

MR. BELL: All right . 

H.M.JR: There will be a pre sa release on it?. 

MR. BELL: If' you want a press relee.ae . I am not 
so sure that we shouldn't give out these letters, because 

• 
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they are given out When you send them to seven thou­
sand people . 

MR. BRYCE: You have got some news there, that 
you are sending a l etter or wire to corporations. That 
has never happened before • 

• MR. BELL: In the release of the letter-you can 
say that we have decided to have one issue instead of 
two. 

!.IR. BRYCE : May I crowd in again? 1 am just 
wondering if rour thought was that in the letter - as 
I understand 1t, you have never done this before have 
you? 

H.IJ. JR: No. 

~t. BRYCE: Well, there is news in that and you 
y;ant corporation orders , as 1 understand . 

H.!.I. JR: Yes . 

NR. BRYCE : And I should think that any corporation 
that failed to get a wi re and so forth, reading that 
in the paper if it was spread well, might come in and 
want some too. You might get some more names, you· see. 

MR. BUFFINGTON : 1 t hink that is a good idea. 

H. l&. JR: Let's give out both letters. 

MR. BELL: Yes, and the 
ci ties either, no counties . 
a certain population. 

letters don ' t go to all 
It only goes t o those of 

MR. liliS: Twenty- five thousand or more . 

Mk. BELL: You might get some of the others in. 

Llk. BUFFINGTON : We would like to let the investment 
bankers also have this letter in advance . 

• 
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MR. BELL: You see what happened in the last letter 
we aen t out, some of the banks immediately called 
Goldsmith and gave him all t he questions. lie was about 

"the only reporter that had them and I think we should 
give i t to &11 of t hem. 

H.M. JR: I ~vuld give it out , but I would try to 
get it out not l ater than three o'clock. 

lOt. BELL: All right. 

H . ~ . JR: For tomorrow morning' s papers . 1h~t? 

llR. BELL: An.d then it ia in the lll&il too and they 
will be getting it tomorrow morning. 

H.M. JR: Yes. That gives them a chance to get 
it on the wires . 

MR. BELL: Do you want to work on a little lead? 

Lffi. BUFFINGTON : Yea, we will. 

MR. BELL: I wonder if we shouldn' t have a separate 
press release for this one hundred percent . 

H . ~l. JR: Oh, yes. 

MR. BELL: Because we kept that, aee, as a sort of 
Treasury circular an.d have referred to it right along. 

H.M.JR: Can't that go out Saturday? 

l!R. BELL : Oh no , that ought to go out before your 
offerin~ so they will know. The only trouble we had the 
fir st hme we offered it, it was too close to the sale 
date . 

H,M.JR: Vlould you tell them about the security deal? 

)k,, ERYCE: Sure . 1 t is news and that is what they 
are after . If i t is just routine they just throw it 
around. 

, 
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H .~.JR: I don ' t mind saying that we have in­
vited these two gentlemen down here to cooperate with 
us. 

1ffi. BUFFINGTON: That is fine. That is wonder­
ful. That is all right . 

MR. BRYCE: That is good news. 

6? 

H.!tl . JR: These two men hue oome down here to 
cooperate. 

~. BRYCE: You will probably have to throw the 
others in that the1 didn't get, Emil Schram and Burna • 

• 
loffi. BUFFmGTON : They have been in constant 

telephone contact with them. 

H.M. JR: You gentlemen assist Bell, just as long 
as it is out by three . But I would say we have in­
vited them in, that t his was a new thing, and so forth 
and so on. Vlhy not put in the thi.ng, "lf by any chance 
we overlooked any city or county or corporation, it was 
purely an oversight." 

MR. BELL: Yes , we will. 

H.M.JR: But that doesn't mean that they can't 
buy just the same. 

MR. BRYCE: Sure, t hat will stir them up. That 
is good. 

MR. BELL: They are privileged to wire the same 
as those who received the letter. 

H.M.JR; "Maybe we overlooked somebody and if we 
did, we don t want to have anybody feel that they are on 
the outside: 

MR. BUFFINGTON: It is all right. 

H.M.JR: You know that worked out - sending those--
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how many telegrama were there altogether? 

MR. BUFFINGTOO: Eighj;y-fi ve hundred. 

H.M. JR: And it only cost between five and six 
thousand dollars. 

MR. BRYCE: It is well worth that, 

H.II. . JR: Oh, yes. 
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WR. BEIJ.: It will cost a little more now that the 
letter is a little longer. 

H.K.JR: No, but it is amazing that you could do 
it for that . 

MR. BELL: About seventy cents a wire. 

H.M. JR: That was goal , It ia for a billion and 
a half issue . 

MR. BELL: It was Government rates. Decentralizing 
helps out a lot. 

H.Y. JR: I don't think I have to see you any more, 
do I 7 

MR. BELL: No, except these letters I will bring 
back to you. You don't want to see the press release? 

H.M.JR: Yes, do you want to come in about five 
minutes of one 7 

IAR. lilJFFINGTON: Half an hour more than that? 

H.U.JR: Half an hour more? 

MR. JllJFFINGTON : I meant if we could do it a 
little bit later. 

H.lli .JR: ilo, you can •t, not if you are going to 
have it mimeographed and everything else . 
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MR. BRYCE: Oh, we can get 1 t . 

MR. BUFFINGTON : We will get 1 t. 

H. M;JR: They can't mimeograph it.. 1 t is im­
possible . 

HR. BUFFINGTON: Can we aee you (Bell) for a 
minute? 

lat . BEll: Yes . 

H.".JR: Bring it in in pencil • 

• 

69 
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If- l- '+ !..-

TO THI PRESIDIJT Of THE OORPORATIOR ADDRESSED: 

The Tre..urr Depar\aen\ expec\e to aate 
a public offering of about $1.500.000.000 of 
Treaaury certtficatea of indebtedneaa on Monday. 
April 6. 1942. The certifica\ee will be offered 
a\ par and vill bear in\ereat a\ the rate of 1121. 
payable by coupon. !he aaturity will be about 
aix aon\lla. 

Many corporaUona han indicated t he deelre 
t o invea\ current accuaulatione of bueineee tunda 
in thia type of aeouri\y. I aa callin~ \bia 1eaue 
to your attention aince 1\ occure \o ae \bat your 
corporation aay wiah \o subscribe for aoae of tbeae 
aecur i Ue a. 

If you will \elegrap~ •e no\ later than 
Friday evening. April 3. 1~2 . indicating your 
interest. I ehall be glad to have eent to you before 
the offering date. coaple\e detail• of the teraa of 
thia iaaue and aee \bat you are advieed about aub­
aequent offering• of Governaent aeeuri\1ea. la 
the new offering aay be open only one day. oroapt 
action ie neceaaary if you wiah t o participate. 
Subacri ptiona for aaounta up to and including $25.000 
will be allotted in full. 

Sincerely youra. 

Secretary of the Trea~y 

DVB:RLE 
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(GOVERIOR OF TRI STATI ADDRISSID:) 
TO T!!E ( OHUF IUCUTIVI OrFIOIR) OF TRI (CITY ) ADDRISSID: 

(COUITY OR) 
(DISTRICT ) 

!be Treaeury DeJ>!!\IIen\ expect. to aalte a public 
o!!er ing ot about $1.~.000 .000 ot Tre..ury oer\itlca\ea 
o! indeb\edneaa on •ond&J. April 6{ 1~2 . The oer\iti­
c~tee will be ottered a\ par and w 11 bear tn\erea\ at 
the rate ot 11~. payable by coupon. The aa\urt\y will 
be about 11% aon\ba. 

lany Sta\ea and local Go•ern•en\al unt\a ha•e 
indicated the dea1re to tn•eat current aocuaula\1one ot 
!unda tn tbia type ot aeeu.rUy . I u c&lllng \hta taeue 
to your attention aince 1\ occure to ae \bat you •ay wlab 
to aubecribe tor aoee of theae aecurttiee for your official 
account. 

If you will telearap b •• not later \han Friday 
evening. April J. 1~2. 1nd1catlng your ln\ereat. I 1hall 
be glad to ban 1ent to you before \be offering dah. 
coaple\e de\alla of \be ter•1 ot tbte 11n 1 and 1ee t ha\ 
you are ad•laed about eubaequen\ ofrerlnga of GoYernaen\ 
aecurtttee. A1 tbe new offering .., be open onli one day. 
proap\ ac\ton 11 necell&fJ lf you wlah t o partie pate. 
Sub1crlp\lone for aaoun\1 up \o and including $25.000 
wi ll be allotted ln full. 

Sincerely your1. 

(:::-u,n~•t) 11. ~1vn;enlh;u, Jr. 

Secretary ot the Treaeury 
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HMJr: 

Jee~e 
Jone•: 

HMJr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

HMJr : 

J: 

HMJr: 

J: 

HMJr: 

J: 

Hl!Jr: 

J: 

I!MJr: 

J: 

HMJr: 

J: 

HMJr: 

Hello. 

Hello. 

Jeeee? 

Yeah. How are you? 

Fine. 

Rave a n1ce trip? 

Ver y nice. Two th1nge. 

Yeah. 

Aprll 1 , 19'12 
~:5} p.a. 

I thought you'd l ike to know the next money 
we're going to borrow ie a billion and a halt. 

Yeah. 

And we're going t o borrow- it will be some­
where between eix and e&ven monthe tor a halt 
ot a per oent. 

Uh huh. 

We thought we'd uee a certificate or indebted­
nee• in order to give them all equity. 

Uh huh. 

Tbe banks don't eeem t o have enough or this 
ehort-ter• stuff. 

Ub huh. 

And we want to get aoae out, and we think eome 
corporations may buy 1t aleo. 

Uh huh. 

But I thought you might be interested. 

P'ine. I am. 

And • ••• • 

72 
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J: 

IOIJr: 

J: 

IOIJr: 

J: 

HMJr: 

J: 

!IMJr: 

J: 

fiMJr: 

J: 

IIMJr: 

J: 

IIMJI': 

J: 

KMJr: 

J: 

IIMJr: 

J: 

- 2 -

'fbank :rou t or oall1ng •e about 1 t. 

And the prell~nary announo .. ent will be 
to•orr ow. 

Uh huh. 

And then we'll deoi<le hl<la:r or Saturda:r 
whether it ' e eix or aeven montha. 

Yeah. 

It' e a little bit different, but the money 
market's too tight, that's the t rouble. 

Uh huh. 
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And we thought we ' d try it. Jeaae, would you -
whoever 's looking a ft er you - I wrote you a 
letter on the twentieth ot Kerch •.•.• 

About that • .•.. 

.•• . . abou t English planta. 

Those plants. And I've got the bo:re ohecking 
up •... • 

Yeah. 

•..•. and ..... 

Could :rou put a little heat on theat 

Yea, I will. The report I got at t he tlae 
waa that the Britiah weren ' t ver:r auch in­
terested; but an;rway I'll check up again, 
Henry. 

Oh, fee, the British Treaaury'e been on a:r 
neck. . 
The:r have, eh? 

Yeah. 

If ell , u:rbe there' 1 eoaa aUundere tanding 
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J: 

Hl~Jr: 

J: 

- 2 -

here, but I'll cheek •&•1n end I'll aek 
t or a report: beoauae I aeked tor 1t et 
the t1ae ;rou wrote ••· 

I t ;rou don't a1nd. 

I will. 

Thank ;rou. 

Oka;r. 

74 
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RMJr: 

Operator: 

Hlo!Jr: 

Sir 
Predericlt 

Bello. 

Sir Frederick Ph1111pe. 

Hello . 

Phillips: Good afternoon. 

RMJr: Bow arE> yout 

P: All right, thank you. 

Apr1l 1, 1942 
5:01 p.a. 

HMJr: Phlllipa, I just called up Jease Jones ..... 

?: Yea. 

Hlo!Jr: •.•.. to remind hill or a letter I wrote hia 
on March 20 •. .•. 

P: Yea. 

HMJr: •••.. about buying up English plants in this 
country. 

P: Yea. 

llli.Jr: 

P: 

And to ay A!lazement he aaid be got the ia­
preaeion that the English were no t interested 
particularly. 

Ob, we're i nterested. Certainly. 

75 

RMJr: 

P: 

We~l, I aaid there aust be aome ' mieunderstanding. 

Surely. 

HMJr: 

P: 

Hlo!Jr: 

So I wondered if there could be eoae way that 
you could convey to hill that you are intereated. 

Yea. I'll oall on him. 

Becauae I've been preaain& hla, and now he eeye 
he's under the i~reeeion that you're not 
intereated. 
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HMJr: 

P: 

RMJr: 

RMJr: 

P: 

f!MJr: 

P: 

- 2 -

Oh, no , he '• quite wrong there. 

Well , do you think you oould Olear that upt 

Certainly. I ' ll take an early opportunity 
or calling on him - tomorrow ir I can. 

76 

Thank you. And I'm rollowing up on Mr. Stimeon 
•leo. 

I eee. 

Yea. 

Thank you very muob. 

Right. 

Good-bye . 
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RMJr: 

Operator: 

I!MJr: 

Secret ary 
St1111POn: 

lll!Jr: 

S: 

RY.Jr: 

S: 

I!MJr: 

S: 

f!MJr : 

S: 

I!MJr: 

S: 

RY.Jr : 

S: 

IIMJr: 

8: 

I!MJr: 

S: 

I!MJr: 

Hello. Hello. 

April l, 1942 
5:05 P·•· 

Tbey eaid they were putting hla on. 

Hello. 

Hello. 

Hello. 

Yee. 

Is th1e Stiaeon7 

Yea. 

The name is Henry Morgenthau. 

Yes, Henry. 

How are you? 

First rate. 

77 

Around March 20 I wrote you a letter in regard 
to eome hundred million dollar• worth ot planes 
that you took from the En&lieh which they had 
bought and paid tor i n th1e ooun try w1 th their 
own money. I don't think I 1 Ye heerd fro• you. 

(Laughs) Well, right. 

I'd loYe to olean it up. 

Yee. 'l'he incident ••••• 

What 1 II tha t? 

It I had the papere, I 1 Ye f orgotten the incident. 

Could you giYe it to aomebody, beoauee it really ...•• 

Yes. Identity it - Maroh 20. 

It's Maroh 20. Ae I get it, I think there'• 
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S: 

f!MJr: 

S: 

Rl'.Jr: 

S: 

f!MJr: 

S: 

f!MJr: 

S: 

HMJr: 

S: 

f!MJr : 

S: 

HMJr: 

S: 

f!MJr : 

- 2 -

eoae hundred 111111on dollare worth ot planee 
that we took Vh1cb they bought and paid tor 
1n th1e oountry. 

A hundred 111ll1on dollare. 

Yea. And I really th1nlt we ahould re1mburAe 
them unleee there'a some reason that I don't 
know about. 

A hund.red a1111on dollars ot planes - we took 
over the planee. 

That's right. I don't ltnov whether you sent 
them to Ruas1a or what you 41d wtth them; but 
anyway, they bought and pe1d t or them with 
their own aoney. 

Yea. I'm wr1t1ng 1t down. 

It' s been a matter ot .aome t1me, and I'm qui te 
sure 1t was on th~ 20th ot Maroh that I wrote 
you. 

Yes. 

Would 1t help any 1t I eent you another copy 
ot tbe letter? 

~ell, 1t's probably tn the more ot McCloy. 

Well, 1t you could juet •••.• 

But 1t may have el1pped eome other way. 

Yea. 

I don't remember 1t now. 

No. I've aentioned 1t to McCloy betore, but 
I haven't got anywhere. 

Well , I think on- let's aee- I wae wondering 
whether that wae while I wae away. 
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No, I - 1t was - ae tar ae I remember 1t, 1t vas 
the 20th ot March. 
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s: 

HY.Jr: 

S: 

HY.Jr: 

S: 

HY.Jr: 

S: 

RMJr: 

S: 

RMJr: 

S: 

HY.Jr: 

- ' -
Yee. I don't raaaaber the 4aye that I wae 
away nov. 

Oh. 

But 1t vas about- yee, 1t •.... 

Yeah. We sent 1t oYer to you, an~ I called 
your eecretary an~ ea1d 1t wae coming to aake 
sure that you'd get 1t. 

Yee. AJ.l right. 
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It'• one or those things that I think they could 
eay yee or no to. 

Yee. 

An~ the Br1t1eb Treaeury - we've got to keep 
up the1r morale. They're getting a little lov 
on cash. 

Yea, I see. I eee. All r1gbt. Well , I'll 
look 1t right up and run 1t r1gbt down. 

I thank you. 

Good-bye. 

Good-bye. 
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Ji-1 dMI' llr. .lt t or1117 Geurala 

Reforonoe la a&de to 70ur letter of October 1, 

1J38 and t o t hi a Depar~ent•a lottt r of October 5, 1988, 

rdatho t o the ~OJlllnt of l!e1U7 T .. St1uon aa Speolal 

AGa h tant to tt.e ! ttcruo7 ~ntnl 1n tho ~panbh ailn~ 

caan. 

w,. Stimaon rendered extenalve aervictl to the 

OoYernment during the yeara 1988 &ftd 1989 in auoh eaaea. 

I t i s reapeotfully r equoatod th&t 70u iaaue tho certi­

ficate r eferred to ill R. S. 3&5 , i n ordn tht.t llr . St won 

IIA'f be paid for auch aenio11, u ata tec! in our l etter to 

rou of ~ctober 5, 1388. 

VerJ trul7 youra, 

Soorotar:r of t he Trouuey. -

'!'he Honorable 

The Attornor General o! t.he ('n1ted Statea. 

f .H2!t 

U/ro/u 

II) l!@~ . ... m-r • f " 
::/<~--;(;-~ 
...... - -n. '??>..C . 
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TREASURY DEPARTMENT 

INTEIII OFFlCE COMMUNICATION 

DA'n -~~-
Secretary Morgenthau 

!ir. Foley 

Re : Payment fo r services r endered and 
expenses incurred by Henr y L. Stimson, 
the fi rm of Winthrop, Stimson~ Putnam 
and Roberts , a nd the Federa l neserve 
Bank of New York in the Spanish silver 
cases . 

You wil l recal l that, in connection with the purchase 

by the United States of 35,000, 000 ounces of silver from 

t ne Spani sh Government , after several suits had been filed 

by the Banca de Espana contesting t he titl e of the United 

States , the Presi dent approved the hiring of Henry L. 

Stimson as Soec ial Counsel t o t he Government . It was also 

arranged t o have t he firm of Winthrop, Stimson, Putnam and 

Rober ts participat e in t he conduct of t he defense of t his 

lit igat ion and t o advis e with respect t o such litigation 

and any other problems r ela ting to the pur chase of s a id 

silver . 
The f ive suits i nstituted all went to trial and were 

finally disposed of in f avor of the Government and t he 

Federal Reserve Bank on appeal to t he Circui t Court of 

Apoea la for the Second Circuit. Both Mr . Stimson a.nd t he 

firm of Winthrop, Stimson, Putnam and Roberts r endered ex­

tensive legal services dur ing t he ye~ rs 1938 and 1939 in 

connection with these cases. 
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The fol lowing comments are made with respect to the 

oPyment s t o be made f or services rendered end expenses in ­

cur red in connection with the purchase of t his silver: 

(1) Yr. Stimson was appointed a Special Assi s­
t ant t o the Attorney General by Attorney General 
Cummings, with t he under standing that the Treasury 
Department would compensa.te Yr . St hleon and t hat the 
At torney General would issue a certificate with r espect 
to Mr. Stimson ' s services , e s required by statute. 
Now that the time has come to arrange for oayment t o 
Ur. Stimson, a lett er has be ~n prepared to" the At torney 
General requesting that he issue the r eauired certifi­
cat e, and stating that t he Treasur y DePart ment will 
make Payment to i r. Stimson. This payment , as pre­
viously agreed to~ wil l amount to $10, 000 per year for 
the years 1938 ana 1939 . · 

(2) The firm of Winthrop, Stimson , Putnam and 
Robert s has r endered a bi l l t o the Federal Reserve 
Bank of New York as Fisca l Agent of the Unit ed States 
for services r~ndered and disbursements incur red in 
the amount of ~5 1 470. 47 , in connection with the 
a.bove-mentioned lhigation . This bil l covers the ser­
vices rendered by this firm in connection with the de­
f ense of t hese suits, including studying and advis ing 
wi t h respect t o contracts and ot her docuoents relating 
to the purchase of t his silver· meking suggestions and 
recommendations with respect t 6ereto; engaging in numer­
ous confe rences · the examination and preparat 1on of 
Pl eadings and ot her documents filed in t hese cases; the 
preparat ion and serving of various notices( demands, 
etc . ; the preparation of evidence f or subm 1ssion to the 
court ; arranging and enterinh into stipulat ions with 
attorneys f or tlie pla intif f ; the preparation of memoranda 
of l aw and briefs for use in these cases ; and such ot her 
s ervices as were i nvo lved in t he pr eparation of t hese 
cases for trial and aPpeal . Nine attorneys in t he firm 
were engaged in r ender1ng t hese services . 

(3) The Federa l Reserve Bank of New Yor k has a lso 
rend~red a bill to t he Treasury f or expenses aggregat­
ing ~ 1 , 258.10 incurred by such bank in connection with 
the a.bove-ment i oned lit i gation. 
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It is proposed that the aforementioned sums of 

S51,470.47 and $1,258.10 be paid at this tiae to the fira 

of \Vinthrop, Stimson, Putnam and Roberts and to the Federal 

Resarve Bank of New Yor k, respectively; and that , after t he 

Attorney General has given his approval , payment of t he 

$20, 000 will be made to Henry L. Stimson. 
It is proposed that the proceeds of the Spanish silver 

now held in "Special Account, Symbol 17-750 - Secretary of 

t he Treasury - Balence of Proceeds of Silver Purchased fro• 

the Soanish Government" will be used to effect these pay­

ments . In this connection, you will recall that in April 

1941 you advised the Spanish Ambassador t hat the attorneys ' 

fees and other expenses of the litiga.tion invo lvipg such 

shipments of silver had not as yet been ascertained, but 

t hat he would lie promptly advised in this r espect as soon 

as the matter was determined. 
I believe that the amount of the fees to be paid 

is appropriate and reasonable in view of the services 

which have been r endered and t he importence of the case. 

You might particularly want to consider the amount of 

the fee due to Winthrop, Stimson, Putnam and Roberts . 

It is my view that the important function which this firm, 

together with Col onel Stimson, served in the whole case 

and the quality of the extensive services rendered by 

them in connection with the acquisi tion of and litigation 
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over the 35 million ounces of silver makes the amount of 

the firm ' s bill reasonable. In this connection, you may 

be interested in the f act that the Federal Reserve Bank 

of New York has advised us that in the British-American 

Tobacco ca$e they paid Dean Acheson 's firm about $57, 600 

through the tria l of this case and t hen oaid $8, 500 to 

the firm for the appeal to the Court of Appeals and the 

denial of certiorari in the Supreme Court. 
If you approve of the foregoing proposal , ~ill you 

pl ease indicate your approval below, and also sign the 

attached letter to the Attorney General , relating to 

the employment of Henry L. Stimson . 

Attachment 
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.lpril 1 , 1942 

Col . Greenbaum phoned that Ur. Niemeyer, of Handy 

and Harmon , had telephoned him to Eay that they have 

reed with interest the Secretary's statement in re-

• y,ard to silver . Mr. Niemeyer has considerable in-

f ormation wh i ch he thinks the Secretary might find 

helpful and either llr. Niemeyer or othe rs from handy 

and harmon would be glad to come down for a meeting 

if th e Secretary should wish l.t . 

n.m. c . 
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My dear lfr, Attorney General: 

April 1, 1942 

The task of production brought on by the present 
• 

war, together with the lose of certain foreign sources 

of supply, has created a serious shortage in m&nT of 

86 

the baaio metals necessary for the successful accom­

plishment of the defense production program. Among the 

vital metals in which a shortage exists is copper. In 

order to alleviate that shortage to some extent, attempts 

are being made to use products, of which an ample supply 

exists, in substitution for copper wherever possible. 

To eff ectuate that purpose, the Congress has recently 

passed, and the President approved, the Second War Powers 

Act, 1942 (Public Law 507, 77th Cong. ), which contains a 

provision in Title XII to permit substitution of silver 

for all of the nickel and part of the copper used in 

coining the five- cent piece. 

It is now suggested that the available silver stocks 

of t he Government be used in industrial defense plants, 

both Government and privately owned, in substitution for 

copper, It is not intended that the silver will become 

a part of t he products or be used up, but rather Will 

• 
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become e. pt.rt of the plant equi:p.ent in such a way u to 

permit substantit.lly all of it to be returned to the 

Government at the t ermination of the we.r or before at the 

Government' s request. The silver will not be sold, and 

safeguards will be adopted to insure the return of the 

silver e.t the termi.nation of the war or at the Government's 

request and properly to indemnify the Government if any 

silver is lost from wear and tear or for other reason. 

In view of section 5 of the Silver Purchase Act of 

1934, 48 Stat. 1178 (u.s.c. , 1940 ed., title 31, sec. 

· 405a) , only "free silver• is intended to be used to carry 

out the program. The term "free silver" includes only 

uncoined silver in the Treasury which is not then held for 

redemption of t.D¥ outstanding silver certificates; How­

ever, the supply of •tree silver" available, if employed 

as suggested, is adequate to release large quantities of 

copper for other defense needs if it is possible, under 

present laws, to carry out the proposed plan. 

In order that the Department may know whether the 

"free silver• in ita possession can be eo employed, 

your opinion ie requested on the question whether there 

is authority in the President to permit the use of the 

"free silver• in industrial plants,both c~vernment 
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and privately owned, in substitution for copper. 

There is enclosed a copy of the opinion of the 

General. CoWl&el for the Department of the •rreuury 

on the question. 

Very truly yours, 

(agd. ) Henry Korgenthau, Jr. 

Secretary of the Treasury. 

The Honorable 

The Attorney General of the United States 

RB:ST-aa 3/31/42 

(init) copy sent 
to Yr. Fiedler• a 
office 

88 
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TO 

TREASURY DEPARTMENT 

INTIEIII Ol'l'ICIE COMMUNICATION 

89 

DAn April 11 1942 

,.0 .. llr. Tb~ 

en checldn8 with ec-s.erloner SqN u to our rlx - in tho 

Phili ppinoe, ho actrioeo that one ot th•, llr. Saxon, went with hill 

t o Corro,P.dor and baa oinco lett there tor the 8tateo or 800Q w1ll 

do ao. tho other tin - are lett in llanUa and conetituto a 

port of llr. Sqro'• clipl-tic etalt. 'lith such otatuo tbq are 

accordocl cert.ain priYUoroo and "-mitieo. llr. SqN incl1catocl 

that althoqh be telt it ext~ cSanrorouo to attlllpt to contact 

al\)' Of the JUIIIbero Of hio ftaff 1 incl.w1in& OUr IUD, einCO he went 

to Corro,P.dor, nevertheleeo he baa beard throueb incliroot channele 

eince that tl.me that th .. o people were all eato and llvin& together 

and had &lllple tood euppli ... 

llr. SqN plane to take liP with the state Deparw.at the quo.­

t ion ot &l'l'&lllinc tor the rotum ot all ot the -'>ore ot hio otatt, 

includi.ng our -n, in exoh&JIIo tor Japaneao looatocl hero. Ao 7001 

lmow, we han had uP with tho State Department tho queotion ot a.­

euch arrangeent and tho 8oorot&r7 ot State actriaocl that .,.eeythin& 

pooeiblo woul.d be doDo in tbio direction. Howover, with llr. Sqro 

BotUnc bock ot tbo pl.aD porbape it w1ll ..,.,o alOOB ..,ro dot1nitol7. 

onoo~t. 

(~ 
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TREASURY DEPARTMENT 

INTIEII OFFICE COMM U NICATION 

Seoretary Korgentbeu 

Kr. Iamarolt 

oAn .t.pr11 1, 19•2 

subJect: Shlpment or Planes and Tanke to our Alllee 

The attached tablea alght ba or 1ntereat. 
Accordlng to the .. tlgurea: 

(a) Our exports or planae and tanka to 
Ruaela ara tar below what tbe Ruaalana aaked 
ror, acoord1ng to my remembrance or your oon­
rerenoe w1th Wa7ne Coy laat August. 

(b) Our ahlpmenta to Ruaala to Karoh 20, 
totalllng 675 planee and about 600 tanka, can 
have had no appreolable etteot on the war , eo 
tar. Our ahlpmenta have replaced only around 
10 percent ot the losaea auttered ln the tlrat 
t1ve aonthe or the war, 1.e., have replaced 
the loeaee or about two weelte or tlghtlng. (The 
Rueelane adaltted the loae or 6,400 planee and 
7,900 tanka to November 22, 1941.) 

(o) Br1tlah torose are reoelvlng 1n 1942 
tw1oe aa many planes ae the Rueelana are. While 
our t1guree on tanka are lnoomplete , the &vall­
able t1gurea appear to 1ndloate that the Rueelana 
are probably reoelvlng more tanka l n 1942 than 
the Br1 tleh • 

• 
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Dost 1Mt1on 

Br1t1eh Forosa 
Ruo818n Foroes 
Oh1neee Force• 

- 2 -

Table A 

Shipments ot O.S. Combat Planae 

1941 

3. 493 
210 
100 

.!~ 

l ,OJl 
465 
167 

91 

Total 
1941 and~ 

4,524 
675 
267 

• Through Maroh 24 tor British, karob 20 tor Russian and Chlnese . 

Dee t 1nat1on 

Egypt 
Russ ia 
Ch1 na 

Table B 

Shipments or u.s. Tanke 

J:et. 700 - 800 
Eet. 120 

0 

Ja.n.l to 
llaroh 20, 

1942 

Eat. 

Total 
1941 and 1942 

Eat. 1,000-1,100 
J:et. 6o5 

0 

(Only the •alue figures ror 1941 ehipmenta were a•e1leble, 
eo quantity eetimatea were aade fro• these. February, 1942 
r1~uree were not e•ai lable tor Egypt; exports 1n January 
totalled 196 tanke; llaroh 1- 20, 17 tanka.) 
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THit WHITit HOU811t 

WMHINcn'ON 

April l , 1942 

..IDIORANDUll FOR THE 

Sl.CRETARY OF THE TREASURI: 

FOR YOUR DIFORllATIOII. 

HARRY L. HOPKINS 

I 

' 

• 
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Dear Harry, 

10, Downing street , 
l•hitehal.l 

25th Februarr, 1942 

I took up at once on our return here 

the point you rai•ed about a posthumous Honour 

for A. B. Purvis. It baa been con&idc~d very 

sympathetically by those concerned here but I aa 

afraid the eonelu&ion is that nothina can be 

done now. 

Best dehe, 

/sf JOI!H II. IIARTlll 

llr. Harry Hopkins. 

93 
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Dear Harry, 

10, Downing street , 
l•hitehall 

I took up at once on our return here 

the point you r aised about a poathumoua Honour 

for A. B. Purvis. It has been conoiderod very 

sympathetically by those concerned here but 1 a. 

afraid the concl=ion 1a that nothing C6ll be 

done now. 

Beet wiehe, 

1•1 JOI!H II. IIAR'I'lll 

llr. Harry llopid.ne . 

93 
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CONFIDENTIAl 
1111!111 l!.t.DI lll'IIGS JOIIDII 

kl•• ll.aco llq 1, 19111, '117 ICoa•lla 
Oa :Bub of lena Priu 

( Ia 'bou&DA• of 411llaro) 

S.rleo :a lerieo r I lerlu IJ I !o\al 

roo• liMko !o'al 

• 112,1.}6 • ~.7115 • 100,511 • 37,817 • 2U,II2o • 3119.111 

l!o , 788 61,729 102,517 28,876 183,13~ 31~.527 

5o.55S 911.117 1115, 27~ 27.359 169.1191 

l!o, 725 76,171 117 .6o3 20,318 127,685 265.6o6 

31,117 67,123 105 . 2~1 18,099 10S,917 232.327 

111,6J)I 11,250 1.22,1111 22,963 12~,166 270.713 

.H.997 71,1178 109,1175 18,971 105,035 233.11C7 

103,1511 237.930 Jlll,OI5 33. 272 1511,2112 52'·'" 
151,1169 501.9112 667,1111 77.559 315.~6 l,o6o.5116 

16,931 Jl1,051 397.989 51,120 253.391 703,200 

86.271 2'51.}21 337·599 ~1 .070 l'M.223 "'·"' 
• Z~M~Z t!1S116~ t:g.~z.~ • ~z·.l~ tl.2~~.!!::i8 ~.w.l!ll 

m fiproo are d.epooih wiUl 'lla !r-er of \lie VaUel ltatu oa a0ooat 

ot procoH.o of oalu ot VaUe4 hatu urlllco 'lloaiU • 

1'1proo ban 'booa ro""""H. to ,...., .. , U\o'O.UD4 u4 will aot a ocuurilT .ad 

to totolo. 
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I\• 
l 
l 

lorioo I - Poo\ Offio .. 
lorhol- ~a 

Sorloo I - 'fo\al 
lol'ioo l' - Jab 
Sorloo G - llaalto 

'fo\al 

Co~~parau .. 8\a\-a.\ or l&l.oo Dviac 
71ro\ Bv..tnooo llq of April , March &114 l'obn&rT 19112 

(April l, March 2, l'obraar7 2) 
Oa. ~aato of I ooue Prioo 

(AIIollllh in ~ouo&ll4o of 4ollal'o) 

llaloo 
.taout of Inoru.oe 
2r ~ttl!! ~-l 

: loprU I llaroll 
.&pl'1l liar all 1 l'obn&rT 1 Oftl' O'l'el' 

lfal'oll l'o'bl'oaa'Y 

• 2,1176 • ,,Ill • 1,1135 -· 3.335 -· 2,6211 
10,517 15,1161 311,150 - 5.351 - 11,212 

12,993 21,671 112.585 1,615 - 20,907 
2,310 2,o43 6,191 331 - ... 1111 
9.6os 1,726 19,795 112 - U,o69 

• 211,910 • J2 ,11117 • 61,571 _. 7.1167 -•36.1211 

Otfico of \b.o looro\a17 of tho 'fl'e1UV7. llirtotoa of lloooarob &114 1\aUoUoo. 

l Porooa\ap of Iaer-
IE !llreu! ,_} 

jprU l 
..,.... ·- ·-I !!H. l ~H'Mr7 

- 57 .Ill' - 31.~ 
- J3.7 - 5J.5 

- lto.l - llg.l 
16.5 - 6y.o 
10.1 - "·' 

- 23 .~ -52.~ 

April 2, 1§112. 

louroot All f1IQI'II aro Upoo1 h vHb \b.o 'fl'aaouror of \bo 'C7a.1 h4 Ita too on aoco""\ of proooe4o 
of oaloo of 'C7ai\o4 Ita too oartnp boD4o. 

Joht l'iiQI'ol han bn11 ro'IUI4o4 to aoaroo\ \bou&ll4 &114 will no\ aoooooar11T o44 to \o\alo . 
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1111!11) II'!.U'II Ll.fliOI li<IIDI 

DallT W.o - .AFn, 19112 
Qa .. la td Io...,. Prl.,. 

(Ia \~&114a td 4oU.U.) 

-· 

Joe\ otfloe lui< b4 w.o .tll .... la14e 
.... lalM 

Da\e 
lerl•. lleri•. lleri .. J .. rt .. G !o\el lleri ... llert• J 

April 1,. 

1 • 2,ll76 • 10,517 • 2,)10 • 9,6oll • 22,5()11 • 12,993 • 2,310 

otfiM td ~ td \be""·-rr. Di'f111• td .__. MI. ISa\uUoe, 

110111'.,.1 .All flcNM an &.pooUo wt.U. U.. !nuver td tlw 'Cia1h4 IW.- oa aoc-\ of puula .t 

.U. td 11li\e4 IW.\ .. ea'fiap MM8, 

~·• rs.,.... - '- ae 'ef \o _, ~- • 4 wUl aot aec•eart!T a44 to \ew.lo, 

e.n •• 

• 9,6ol 

htel 

.. -.,., 
1 I • 
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Dally changes in the stock or Series E savings bonds on band 11 

(rn t boueanda or pieces) 

l'IUJDoer or : !lumber or places Stock on band 
• pieoee ::}d : manuraotured at c~e or • 
I tb11 tb1e daY 

llarob 23 312 300 26,728 

~ 129 300 26, 899 

25 186 300 27,013 

26 211 300 27,102 

27 181 300 27, 221 

28 132 none-olo eed 27,089 

29 none-oloeed none-o1oeed 27, 089 

30 357 26,732 

31 118 26,614 

750 

6oo 

Oftioe ot the Seoret&rr ot the !rea.ury, AprU 1, 1~2 
D1T1e1on ot Beeearob and 8tat1atioe . 

y Inoludu etoolt 1n banda ot (1) Federal ReeerTe Ba.nlte and branobu, (2) Poet ott1oee, 
(3) raderal Be .. ne Banlt 1eeu1ng agents, and (4) !reaaury Taulte in Waebington, 
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tm'ITJ:D ft.A.TES SAVXliGS 11010)8 

Da117 SAleo - March, 19112 
CD llaeb of I•n• Prloe 

(IA t howoaAI!.a o~ dollaro) 

Da•• -Sal-
hri•. 

2 • 5,nl • 15,161 • 2 ,~) • 1,726 t 26,~ • 21,671 • 2,~) • I, 726 • )2,11117 

~ 
2,915 8,1159 1,629 1,7!0 11, 11,11311 1,629 1,710 21,111) 
),)95 8.ru 2,658 12,558 211.~ 12,228 2,658 12,551 27,11113 

~ l•S69 10, 1,610 11,170 2),998 111,317 1,610 11,170 27,167 
,179 10,696 1,759 10,825 23,279 111,~5 1,159 10,825 27,1158 

7 3.11!0 11,516 1,516 6,)21 19.1199 15, 6 1,516 6,)U 22,9., 
9 11,967 11,6}6 3,9llll 8,llss 31,o6S 23,6oll ),91111 ••• ~,0)5 

10 2 ,~ 5.719 1,365 11,162 11,2116 8,52) 1,)65 11,162 .050 
11 3.156 10,002 1,5)3 7,287 11,823 13,158 1,5)) 7.217 ll·~s 12 2,616 8,1111 1,~3 5,5011 111,~ 10,100 1,~ 5.~ 17, 

~~ 
2,682 10,2911 1, 5 ~,007 16, 1),276 1, ,.oo1 19,) 
2,.,7 6, 16 1,102 • 7115 12,1163 9,111) 1,101! • 7115 15,26o 

16 11,11611 1~:~R 1,1115 1,693 23.301 17,651 1,ln5 ··a 27.766 
17 2,967 1,015 2,~1 9,961 9.~ 1,015 Z, 12,,Z7 
11 2,552 7.097 1,201 9. 33 1],~1 9. 1,201 9. 10,2:i 
19 2,559 7,911 1,019 5.527 111, 7 10,1170 1,019 5.:4 17,0 
20 3.510 13,306 1,511 5.5211 20,3 1 16,117 1,511 '· 2),152 
21 2,662 7.991 1,122 ),]lll 12.133 10,66o 1,122 '·'" 15,a., 

~l 
11,)62 13,955 1,953 8,~ 211,107 11,~7 1,95) ··= "·"" 2,297 5.330 900 3. 9.ru 7. I 900 3. 12,~ 

25 3.003 7.982 2,207 9,076 19,2 10,915 2,207 9.076 a . 
26 3.oll5 9.)?J 2,002 6.391 17.715 12,~7 2,002 6,)91 10,1)0 
27 2,~ 8,1 1,31~ 5.~ 111,51~ 10, .. 1, )1, '·= 17,o)ll 
21 2, 5,212 67 3. 9.7) 7.700 67 ,, 12,122 
30 15,1111 
31 

'~~ 
of the of u4 n.uouoe. 

........... All flpfte .... Upollh wlU. tile fNeavu ot \lie lllll\14 8\at• oo --• of pro_.. ot ..,. .. 
of lllllt ... 1\a- oan ... ......,, 
~llaftMoar ,.. to a-\ \~u4 u4 wlU ao\ uo• a44 \0 totolo. Regraded Unclassified
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ler1ee S - Poet ott1o•• 
... 1.. s - llalllte 

lerbe S - !o\&1 
... 1 .. J' - :Bull:• 
ler1oo 0 - Jul<e 

!otal 

llaroll 

• 11(,,271 
~l,l21 

3~7.599 
1,070 

17CJ .22] 

*5!iz.m 

Co-aun Sta\ .. ..,t o~ a.l•• Dw-IAc 
J~, J'ebru&1'7, &1!4 March 19112 

Oa Jao1o of Ieoue Prtoe 

(Mc>uah ill thoU11&1!4o of 4ollaro) 

aa1 .. Jaou\ of Iaoraaa• 
or l:Mr!lll ~ - l 

I liar oil I J'e'bnar7 
I J'ebrul7 I J.......,. onr onr 

: I J'a'b!"!!!J7 I JID!I!rl 

• 16,9)1 $1511,1169 _. 66o _. 71.531 
l lloZ! ~1.2112 - ~~.Zl2 - l!i!I ,fil 

397.919 667,1!U - 6o,J9Q - 269.1122 
51,1120 77.559 - 10,750 - 25.139 

2,3.391 115. 576 - zll,l6s - 62,1115 

UOl,290 $1, ()6o, 5116 -$1~,]21 4:211 .1.!!! 

Ott1oa of \lot hcra\aJT of the !re&nJ7, Dhhio11 of Raooarch 8JI4 S\aUoUeo. 

I Pe:l"oea'ace of t•' au• 
or E!!E!II• ~-~ 

I liar oil I hVMrT 
Oftll' ...... 

I J'a)nerz I Jmev 

- o .• - 115.1$ 
-lid -JL1 

- 15.2 - llo.ll 
- 20.7 - )3.2 
- .a.J -l1.I 

- 20 • .,. - .ll..l1' 

.April 1, 1§112. 

lloareor JJ.l f1caJ'Oo are b poo1h Yi\h the !raanrer of the O'll1\a4 1\a\ee Oil acecnmt of praooa4e 
of oal .. of 0'11Ua4 Stat.. oan..,. 'boll4e. 

Iotti J'1car•• hen bee~~ r0111l4a4 to ,.,,..,,, thOUII&II4 &114 v111 11ot uoaooar11T &44 tc \otah. 
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\ habe.r ot ~ta 1a OU.eT Corporatlo.n..a u4 J..,..ttaeat Jadalatr, 
q;u.allft.e4 to haue Sert .. S Det•n•• SariD.p Bot:ula, b~ 

7e4erel Riter•• Dletrlcte - JaDuary 10 to date !/ 

I I 

~ .. : 111-
I 

lll-a.4 : s ... .,.,.__ Date 1 .Ula\a 1 Bot"-a I Cbloaco : Cl_.olaa.4: Dallaa 1 llow Ton : Phlla- I I 8\, Lotio I !o\al Ol\7 
1 apollo 

1 dolphla 1 1 claco 

0\hor Corporatloao 

Joa. 10 lr I 
12 31 17 llr 90 21 ~ 1 3 ~~ 101 19 s u 
~ r ob. 1~ 20 19 115 ~ 5 J 12lt :~ 14 11 2J 22 151 lr9 1~ 3 '+6 m 15 J2 ~ 21 23 27 170 ~ 53 ~ 53 27 11 

~ 21 2J 37 191 5I 16 55 
~~ JO 21 616 Mar . 7 25 50 ~~ '+6 59 17 4 56 ~l 25 42 763 11r 27 54 46 62 19 ~ 61 11 iot" 21 113 126 21 27 611 212 51 62 22 611 192 liO 

~ 115 115 21 27 66 JOO 52 63 211 7 67 2011 Ill 116 931 
hr•aotaat Ia.oluo\rT 

c. 211 5 2 l 2 10 31 10 
~ 2 7 6 1 s 

~ Fob. 7 13 2 9 7 3 I 111 15 6 3 2 10 7 3 I 511 21 17 7 3 2 14 7 3 s 61 21 1 17 7 J 2 14 I 3 s 63 Mar. 7 1 17 7 3 2 16 I } I 65 14 1 17 7 } 2 11 I 3 I 67 21 1 17 7 } 2 17 8 3 I 66 21 1 17 7 3 2 17 8 3 I 66 

1} 0\llor O.rporaUou .. \llorlao4 .. ot Doo•hr 27. 19111, aa.4 I ... oot-t Io41utrT aa ot Jazt~~>aZ7 17, 1942. 
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April 1 , 1942 

Deer herbert : 

Please talk to me about your letter of 

:.:arch 24 to Secretary Ickes and your letter of ~:arch 25 

to Col. Donovan . I don ' t nnt to investigate any more 

feople for an) other Defart:::ent. 

H.1.:. , Jr . 

s.._ --- ..ot':.....·--.., 
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Co'•el .,,, ,_ J. ~- , •• 
Caar••Mtor of Illt-\le, 
WuhiJ>c'aD, D.c • 

., dea' Col.-.1 Dww••• 
P• ~ .....,_tha I • ~~elalaoil.ed&fac NMlp\ 

ol ,..,ur le\'-' <II ........, 24, ill wllieh 1"" 11\a\A .,_ dee1n 
to obtaia claw an"•ble ill h t1les ot the tr 1n17 n.-
1*1 \011- I e.-\ \o ee-dicla\os fflr ... ill~ 
SJ1 1 1 e l ..n- of .,_ ,.,.., • 

.. eMU - &1.ed \o ~,.. ., .... ot \hill 
ollano'-' 'llld.oh w ~ ~~aq an"•bl•. r- atnos ~ 
c doa• with • 111 pw.- or lit- ls\'-' a\ ..:, V.. 
aid I IOhaU ~ to - tala\ ;; quia• iJmosUp­

"--Milos. 
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(tlianed) .Hert..n Jo:. " """ " ' 

WLO.ta 
.U.S..tc\ ._.\al'7 ot h !!'fr.-1 •1'1'7• 
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UNITED STATU GoYIRHMIHT 

COORDINATOR OF INPORMAnON 

The Honorable Henry A. Korgenthau, Jr. 
The Secretary of t he Treasury 
Was hington, D. c. 
l.';y dear l:r. Secretary: 

llarcl;l 24, 1942 

In connection with t he investigation or c~ates -tor duty in certain special services or this ~ncy, we -are l!lost !Mious to have access to such data as 1118¥ be 

obtainable from the files or the five divisi ons of your 

Departlllent in which, as I understand it, material of 

103 

this nature is gathered. 

in thi s direction, from 

and t he Arm:r and llavy. 

We are now r eceiving assistance, Jl 
the Federal Bureau or Investigation / / 

It would greatly facilitate the investigation work 

in r.hich we are engaged if the pertinent information from 

your records could be made available to us. 

Respectt'Ul.ly, 

i,&~., 9~~ 
Wi lliam J. Donovan 

Regraded Unclassified



Mu'lll 2?. 1942. 

!1MB~ 

!be ~ ot u. IoWrior. 

liMr lb-...... \1117. 

104 

hr ._..\1117 llcqc\ha reeelpt h eclonood.edpl ot 
Tf10r lett.w ot lllnb 24, 1D 1lb1.oh ,.,. 1.Dqol1.n ~ it. 
~ be poeo!blo fer s.-Uptl.ft ec-S... ot U. !J'-iiil 
~\ tG rcMr ~ 1a tho ' JnhtftU.CIIl of 
\be r..s.r.1 11p1oe1- .aot ot Dec__. :16, 1941. 

I ben di-oMd \bh •Uer- \be t.elepba>e 111\b 
Ill'. 1. 1. S.,.ro, Dlnotar ot U. au-.. ot lf1DN, &d haft 
U"NNlpd 111\b b1a bt. lb-. Dln1al ~. CMot ot tho 
I!Mltb &d aatev Breoh ot u. llllrMu ot 111nu, 11111. pt. 1a 
t.eoacll 111\b lb-. c- L. tr.)', Cur~SN\Gr ot tNoar7 LD 
lilt• t .&en"'•• 111\b \be purpooo ot ~ • pl.& ot 
0 C IJIII'aU... 

n.u. loa uaNil \hB 1t. 1a tho cloo1n ot thl.e o.s-­
_, t.. ftlldor C7 ~ ..,., .., be pncU.oobU • 

...,. tnl¥ ,_., 

W I . O..tall 
AMht&t. henter)' ot tho !rouiii'7· 

Copy to llr. r.re7 , 111\b copy of letter tr .. Seeretaey Ickes. 
• • Miae Chauncey 111th orisin&l 1ncaains letter. 
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JCr dear llr. S.crotalT• 

ntE SECRETARY OF THE INTERIOR 

WASHINGTOH 

liAR 2 4 1942 

105 

Tbia Department 1a cbaJ'ced with tho aclll1nhtration of tho 
Federal !:lcploaiv .. Act of Decet>er 26, 1941 (Pul:llio lo, ~. 77th 
Ceo&.), which reqodree all pereooa, ~. and corporat1one­
tacturiJic, woin&, poaaoeein&, or deelin& in uploaina or in&radi­
enta Ularaof to secure l1c108... Aa a sraat IIUir ot the 1aport.ent 
l.ndll.otrioa ot tho coiiDt!T, includi.n& near}T all of t hoeo that aro 
a1¢t1cant in the war oftort, uao aplosina or in&radioata to a 
vostor or loaaor extent., it bee bo4D and 1a noC .. N!T to ia.,. 
Ucona .. wclor the act u cpedit1oual7 u poaaiblo to a't'Oid intez-.. 
tor1ng with all tllia activit)'. llorolT to provide tor the iesu.anco 
ot Uconeea all onr the l1n1 tad Statoa boo proaentod a dittic:ult 
&doW!ietrative probl•, end thia Dopartmant baa been and 11 without 
adequate tac111t1oa tor inveat1gating each applicant, 

11aQ:r lieonaoa ban been ieau.d to data, arid it 1a belleftd that 
u.n:r applications tor licensee w1ll. 7ot be tiled, The proper in­
Teetigation ot thoao liconeooa and applicant& tor licenaoa ia now a 
uttar ot "-odi.ato concern. Would it be poeaible tor )'OU at tbia ( I 

t1aa to doaipto a repreaontatin of )'our Department who would u­
~ the tuk of ....,adning tho l1at ot persona, tU.., and corpora.­
tioaa to whca lic108oa ban hem iaau.d, u wall u tboao whoeo 
applicationa - aro or a:r be peadinc, with a view to apprlain& 
tbia J)opartect of -•h pertinmt 1ntorMt1on aDd recorda u 100Z 
Depe.rtaent ~-haft or aocuro bear1nc upca the lo)'&lt7 and 
ch&ractar ot -cb licenaoea and appl.icanta? 

With reapect to tho tuture iaeuanoo of licena•, .,_ cbamol 
of adv1co tr- 7tN:r Daportemt prior to tho iaouanco of the lice•• 
-.ld be oapeci&llT holptlll. You w1ll., ot courae, appreciate that 
becawoe of urgent induotriol nooda in wa.r and other 1ndlutrioa 1t 
would not be doeirable to "'!uire arJT aoriOU8 d~, in ordinal'7 
caata, btt.oon tho t1ae ot apPlTin& tor a lictnao and the tt.e of 
grantin& auch applicatiOD. Tho nooda ot thia situation ad.gllt be .. t 
1n ltTel'ol nTa· In the t1rat place, it it nre poaaibla tor !"0\\Z' 
1nnot1ptift pereoanol to turniah tllia Dapartont with lilt& ot naMa, /f 
Ol' othol' .. ana ot 1de:nt1ticat10D, of peraono who should not recoiw 
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ucen111, thb 11011ld prorlde a ueetw.. HL~, and tb1e would be 
true ,,.., tbollgh such a list made no preten.. ot cCIIIp].eteoeae. .lD 
altematiYa mode ot aaaiatance llight be effectuated tbrool&h the 
dosipUoo ot regiOII&l. innatigeti n otticere ot )'Our Department 
to whom apct inquiriee could be directed in doubttul caaoa, tor t he 
purpcee of securing ~ate guidance tor local llcenaing otticera. 
Thea• are aerelr two wggeati.,.,., and it aa:r nll. be that otber 
11ethod1 of collaboration will pron preferable to either, tree the 
at.&ndpcint of rour Ilepar'tAent. 

It 11, of courae, e aatter ot ~ ur&onc:;r to ell ot ue that 
nel')' fauible precmticn be t.alceo IC&inat the &eqQieitiOD of a:plo­
dftl ~unpatriotic indirlduala and &rOIIPI• llcor tbet the baaic 
llllChintl')' tor tbe adod.n1atratiOD ot the Federal l'lq>loeina 1ct baa 
been eetlbliabed, it • ..,.. deairable to deteraine the aact scope 
within llbich other depart&enta barln& &re&ter tacilitiea tor the 
inveotigetion of crillinal. and unpatriotic al-ta aa:r aaaiat in 
ouch &daliniatratioo, and I know that I ah&ll be able to count on 
your cooperation in the attaizuRaot ot tbia objective. 

Sincereq ;roura, 

S.cret.ar;r ot the Interior. 

Hon. HODrJ llor&ODtbau, J r ., 

S.cretarr ot the Treaeur7. 

2 
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APR 1 .._1 

!leu llr. '-'•• 

, ......... ., ...................... .. 
.. t111t I.S..l- c-&\- ea •• le1-U• ot \M Wu 

lel -U.. ...... ,. ....... u ... - ..... u .. liNer 

• • 1101 ., ...... 11, 1Nt •• "W ., ..ua ... '" Ia 

.......... .., ., ... ....u ..... '"., .... 10, 

1141. 

.. .... u. •. "' 1 .. \W ., .... 11, 1141. -

,. ..... 11r. m .. •· .,, · •• .. -...... Wu w.-

Iliad) a . ............ liN 

...,...,., of tM ~IWUJ. 
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~t' NVMB&Jt IS 
«<lllrno c:; 

FED 
VOLVIIIE f 

Waa/Ungton, Frido.11, March tO, l !UZ 

EX£CIIf1VR ORDER 1111 

~ t'D WAI. lt:a.clor::~~» AG• 
ncmT nr 11ll &::ucvnn Ornal c. 
ta PIIIDUT &Ill Dv'omfO: 1D P'VIIC• 
r.,., ,.. ovna 
ayrltnlt4t tht a1.11.borlt-J 'flied Ill me 

bJ the CoruUtuUon and It&t-uta af the 
Ucittd Stat.tl, u PrttSCitnl Of Lhe U'nJted 
Statfl and Cocruund.er In Ctud o1 the 
Atm)'aod NafY, and In order to provide 
I« tbt l'fmovo.l trom dttlanat.ed a.reu or 
PtrtOlll whole rtmOYil lt n totual'l' tn 
the inte-rttrtl ot nfttlonal aecurtt.y, It 11 
onlertd u: foUo'lll1: 

I. Thtrt ll tttabUJhtd In the omoe tor 
EDI<'rcener r..ta.nut:mtnt ot lbt Eltecu­
uw O!rt or the Pmldtn~ LM War Re· 
lon~oo Aut horny, at the hftd or which 
W!l bt a Dll'ft'tor a,ppotnt.t<l a, and re. 
.fli(INjbJe 10 r.be Pm.idtnL 

t. The Dutrtor oc the war Reaocaucm 
Alllher.IJ .. 1\llhortaed aod ~ to 
for'I:Q•att and d f«'lu.ate a pr'Oil"'...ZZ I« 
U. rfiiiOQJ, frtllll tbt artu deii&Dated 
lrca l:::W to Ume W \be 8ec:re.tu'7 cd 
War or •~te llli.Ut&r7 coomm•,.,.,. 
Elt.tr Uw avtbontr o1 Elttu'U1't Ordu 
So. ION • of P'ttlnaary lt. 1M2, or Ule 
Pff1llftl Of rs.a. or ptnona de&tana&.fd 
~ ltaelt hM!tlf't Onttr. t.OCJ rar &belt 
ftiOC'J.UOD. IIIiJnttnanct, and IUJ)tn1&k!D, 

1. rn t'l:fMu:t.nnc wcl'l pr01nm the 
lltttctor thall hAYe authori'J to-

••• Aecomp!2h all ntctiiiiJ'Y tftC:\11.­
tlon not undenaken bJ lht 8ec:re\al7 or 
War or &PSlfopnate milltt.ry COJJUI)t.adel". 
PI'Cfide for the ftiOClUOn of IUCb J)tt• 

10r1t in a.PPtOPrlate plactt. provlck tOt" 
t.btir nfflb In IUth m.annu aa m&J' 
be appropriatf<, llld tuJ)tJ"Vt.M Uu:lr 
ttlh'ltln. ~ 

ibl Pto"idf', lntOt&r u fet.Ublt &Del 
dtlolr&blt, for 1t1e tm'Pto71ntnl. 01 IUCb 
~~tnoru" ustf\&1 wort tn 1041-.,.,, com­
tnf'Ttt, ~lltJnt, or pubue PI"'Jtoct,a, 
llftxrfbt tht ltfmt &oDd coacUUona ot 
- -~ .............. 01141&1---., ,. ttO'J 

1 1' P.A.lt7L 

COJ\"'B.VI'S 

.,.,. PIU!SIDI:Nl' 

-..o..~cn: -
- public - ....... d.rawal roc use of War I)e.. 

pa.r1;1:Dml &I aa1IJ l\ll1DftY 
~ 21M 

Nual mttsueal tnrormauon. 
uottorm control of publJca • 
Uon acd use...................... 21M 

war RtiOt&Uon Authorii.J, •· 
~bllahmenL-----····- 2UIS 
ROl..EB, RE(ltJLAnON8, 

OROERS 

nn.&: 10-AlMV: WAJI 0UAl11dtcT: 
Pre.lerlbtd service uniform: Dla:· 

Unau1&hed Service Medal. 
wa.rru.t oiiQU'J' bell$....... 218'7 

'nn& 13-&MU Ami B.lwloxc: 
hderaJ Rtaenoe Sntem: 

Adv&DCM on &en'tJ'Il!DeCl obU· 
pUODL--- -------· 210'7 

Tm.a t'l-cuw:wrms. Al!l1l Slenl• 
na lhrW·wn: 

80CUr!Ueo 0114 _. oom­
mllllao: 

IDstnadJoDI&SLO JlC lilt 'WN 
tor em~ •Y~rt&:~. 
.... -------- tan 

Tm.a 2J-7oo8 .... Dai:GI: 
rood- Droc ......,_, 

cann<d ,. ... ddiJII-aod 
&UDd&lds ol ldmUtJ: 
CCit1"'CCUcJA or order---- 2111 

'I'm.& 31-MOQT An Pol.utet: 
TI;&ARJT: 

Moneta!')' Otrl.cea~ 
Porttan fundi eontroJ, Oen· 

eral RulJDC' No. lL----· 2168 

Trn.l 33---NAilOJII.U. DD"PPP: 
OtiiOt ol OoNonhlp: 

commumca.Uona nillnl---·-- 21"1'2 
PoM&J ceruonhiP. publtca-

UODI oontiJnlnl Jdm· 
WI<. t<ehnl<&l, or .,.... 
ff811oDtl datL--~·- 21"11 

0011oo or CMIIaD Dd""'" """"'or_,_,-.,. 
..... .., dYII--- 21'12 
(OciDUDDed - DUl ,.., 

2115 

Regraded Unclassified



2100 FEDERAL REGISTER, Frldav. March tO, IIHI 

~bll.abtd clallJ, .. c.p~ 8\U'I4ap. Moad&f' 
and d•Jt followln.l 14Cal bolldafl bJ Ua• 
DlYiakm o1 \be r.GtrtoiBtJIIIttr, TN NaUOtl&l 
NCI:al... pw'IUAOl to Ull autborhf 000• 
ta1Did tn u.. ......a ~ AeC. approt'tlll 
..NtJ ... liN , ....... 100). utiCSu ft~Ul&­
u..~~ U..~UftO.· 
mU.-.IoJIIIIO'ftCI~\be~ 

'1"61 Adm'tlllllttflt1... o-..su. condirt.t of 
\.be Ard!J9\e' ot Antac ArdU..ut, aa cdotr 
ar lM Dtpt.ttllllot'M ot ~ cs.tcna1«l br 
th. AttomtJ OtntN.l, and Ule PubUc Prli'IWT 
or Aetloc Public Prtatt:r. 

Tbe cla01 1.-wt Of tht 1'ma.u. ReolftD 
ww be tumllbtd ttr B'WI t.o wbecr1""- rr .. 
01 pe.t.ap. for t UI PI" moaua or tlt.IIO ptr 
.,...,, JIIQ'Mit .... ~. ~ IDCIIM7 ... 
..- PIJ'&bk to U.. -...WDIIIOt Cll Doat• 
alltGC. ClncUJ ... .... Oc a mmt rnauac 
c..... ~ 0. c. Tbt Cblotp ,. 
....... ~ ..... IIIIa. JOt) ftdfs l4 pro-
porttoa to lN .... O( \be bNI. 

CO!<"TE"'TS-ConUn...S 

l'edtr&l Potru Qmmtytoo: .... 

- Pi .. uno co. <Dell, 
- .... -.._____ 21'11 

8e<urtlles IJld Ex<,._ Oommls­
aloo: 

AllanUC OliUty StrYice Corp.., 
bearinl pottpOned-.......... 211'8 

LoulavWe 0&1 and lleetrlc co ... 
et al., a.ppllcaLion cranted-- 21'11 

Panhandle Eute:m Pipe lAne co .. tut:nJ no&Jct .... _,_____ 2111 

tnUILmtnt ttl sut.b eon:.. l" tbe dUra· 
lion or the present wt..r, ot PtflOM re­
moved under thb order or under Slecu­
tlve Order No. tOM ot Pebruaey 19, UH2, 
lnd ab.a.U preserlbl! lhe termt ancl condS· 
Uons of the WOl'k co be performed bJ 
aUf.h Coi"PP. and the eom,pensatJoo c.o bt 
poJ4. 

&. 'l"bue IS ~ wllbift the Wa.r 
Rdoc:atioo AutborhJ a Uahoo Ccmmlt­
'" oo Wa:t RekaUon. whtcb abaU COD· 
.Ut ot tM S«retal')' o1 War, the 
&eerttar)' ot the Trtawrt, t.he Attomu 
General, the S«rttart of Aarlcu1t-urt, 
the Steretar)' or Lebor. the Federal Be· 
curltt AdmJnbtrator, t.be Direel.Or . of 
Ch1:Uan Delen.M, and Lhe Alien Propen.r 
ClulOdi.an, or Uwlr dt'Pulkl. and IQC:b 
otbtr Pf'f$OftS or acende. a. &be IXreceor 
ott.t deli&naW. 1be Lfalloo Comrnltcet 
aball mttt at tbt eau of &be Director t.Dd 
aball t.!l1st blm tn hil dulles. 

I . The Dt.reecor ah&U keep the Presi­
dent Informed wHh rttard to the prosreet 
made ln carryJna out lhll order. a nd per .. 
form tueh rtlated dUllll u the Presjdent 
mu from time t4 tl.me wf&n t.o hlm. 

10. In ordrr c.o a"'ld duplkaUon o1 
tTaeuttk:ID aeth1Uel uodltr tbia order and 
tueuu~ Order No. toM or Pdlrual'J' •• 
lf42. .... "'- ll>al1 DOl ........... 
1.117 n't.CUIUon uth1tiM wlUUn m.D1t&rJ 
l.rtu cles(Jnate<l undft ll&d Ex«ULIYe 
Ordtr No. eGSe, without the Prior t..P· 
PTovaJ ot the 8eereu.r1 of w ar or the 
t pproprta.te mllltal'1 commander 

II. Tbla ordtr doel not l~t the 
auU~orJtJ lra.tltf<l ln l:ueuUn: Order NO. 
1t?2' ot Decmlbtr tt. ttu: Eneu:Ute 
O.d« No. - f( """"""' 11 IN)• 
bmntyt Ordtr No. tots ot ~ 11• 
IH2: BncuUYe ProclamaUoa No. 25U • of 
Otc~ber 7, ltfl: beeuUYe Proc::Jama .. 
tlon No. U26'nt Dtetmbu8.1Ht : E•ec­
uuve PrOClamation No. U27 • ot Deetm .. 
btr I. UMl; Executive Proclamauon No 
~» ' or December 2t, 1tu: or Eleeutl..; 

Odaoalloo No. 2N7'., Jaa1lar7 1._ 
ltU: DOt doel tt tlasll tbe tu:r:JCllocq ot 

u.. - -... ol ~~~-·-­-·o-..u 
Tktwmnuoon 

Mrucl) '11, 1111. 

IP. R , Doc. U -2312: PUN, Mattb 11 tHJ· 
t :UL.&J ' • .. , ....... 

·• r.a. 112.1, 
' ' r.a. AD. •• r.a. tnl. • ., , ... 14. ., ...... . 

EXECUTIVE ORO&R tl14 

Wnxouwmo Pvwo t..Awot rot CSI c:r 
1lU w .u D a>Uf'MDIT ,.. &If A.nlJ,1. em. 
M:a.Y R.uiCI -· Ill' Yl:rtue ot lhe au>horll1-..! ba 

b7 lhe act ot J\1111. lilt, e. I G. .... 
.. a . ... w.s.c. Utlt 10 . .... lUll. u 
ordtrecl &hal. aubJtel &o nUd tliltill 
r11htl &nd. to power ate. cw.f.Oel.doo * 
23t, c.he pub1Jc Iandi In the tollotU:I· 
d01Cr1btd areu be. and tbeJ ue bertlf 
wtLbclrlwn from all rorau ot ~~ 
Uon UDder tbe pubUc·lud ..... ~ 

lila .... -,. .... """-· tbe 1»1: ot lbt War~·· 
Mt1al l'\lDlWf7 I"'DDt: 

0cLot. ~ I.UT 111rJa ....... 

T, f 8 ,, R. t W. 
1t0 11. lOtt I, 4. &MIWI4: 
MO. lt, Joq 1, t, I. t , a KW": 
.... 10, lou 1, t, a~o~-JrtW~: 

T. te .. a.a w . 
..c..tt: 
"""14. • M SW" , IKMWI;: 
-.11: ....... 
.... n~ ... ,.n. 
--. IL ll* 1. 4. aMIWK . .. ~. ,. 

• Mon:!4. SW!40K: 
...... ~· &IWI» .... Uld.t 
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nDIIUL RIIGISTEit, ,..,.,, lludl Jl, 1NJ llt'T 

Rultt, Rtgulatlo,.., Orth,.. 

CJI ----.-•um - l oiQial lblo- <R.8. 
..e: ~ U.&C. utU ~. - · AB 
- - . IO, IHJ, M-bJ Qr 
W. W.O..- 12, ~I ' 

• • • 
(a&u.l J . A. OLio, 

Jlalor Otn.aal, 
The Ad'lula!'lt Octntral. 

(P. B. boe. U..l:rn: I'Uid. MarcA Jt , 1M2: 
I:Jt a. a.) 

TIT1JI II-BANIS AND BM'Kll'!G 

c .. ,.u 11-Boud ., eo.~:,..,. ,, u.e 
PH~tral Rft.tnt s,.u,. 

PA~1' 201-DLICOo-lft'l POl UfD AoYAJfCI:S 
'1'0 U:QDU 84Nu IT PDUAL R.Uan -- .. u {bl .. - ., ... 

u" IIW<b "'· 1942, 10 l'ftld u tollooo·t: 
f 201.2 ~ t.o ... &u bcllb. 

fb> AduoJtott em GootrJU!Iut oblrqa .. 
Non1, Any ftderal Reaerve BAnk may 
mate advances. un4tr au\bont.y of tee• 
Uon 11 ot the Peden! R8ttYe Act., to 
t.nJ' or u .. mtmber banD ror pef1oda not. 
aoteCUar nlDetJ dar• • OD the PI'Qim:b· 
.or, aoc.e ol M:b mft!Dbtr bank ltCUml 
bf dl--Uonsal lbe ODIIo.l aa .... 
ODC!tor -ooteaudlnolltlftn...,. 
on. lbt PromluOJY oot.e ot IUC-b member 
bl.nt tteurtd U> b7 t.he depoat~ or pJedce 
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Al • Nl'llU .IIC!IsloD of the kurttta 
• M &adW.nie ~ bd4l •l lW 
Gila: b1 U. CIU' .r J"tAdtll'tla. Pa... 
.. \bt IIUI .., et lO.tdl. A. D. IIU. 
,.~._ ....... ftDchet 

... tDI«iid ....... blnliD - lh.ldl. 

.. 1MI. ~ lbe: ~ • .............. ~ . ...,.. 
.... ......... .. .__ ~«tt'N: ................. u.a.-~--. 
.... • .....,.,. .. U.IdetiOIIw~ ... ~~(~ 
tcbl . ........ ~~ 
............. Jlldca .-.-.... 
Pint~ ........... a.dl .. 
W&rcb •• LWt . .. .. -..s U!ld .... .., 
.... ~.-u.~ ..... ~~---­.... f'tiPI\1 u.n.: 
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APR 1 1942 

• 

w*• we' •• 

• 
1942, Ml ... UIII w Ule tt..,a ••-~~'» D I d ' - lw as '•• 

_le, :-r-·-- ........ \l .... ~ ... 'P'R• --tar 
• _u ... Orda" ... 9066 .r .,.._, 19, 1942, 1.a u.. -..,..n 

_. u.-,1 er ...u,. o -.:. 

1a ,.., .... -. u.. ... -, .... a 1elfr 1.-w, -

"" w.Jrut r• ,_ w-ua • o ..w • er...,. 20 8Til )0, 

0 . 
1942, t 1l..S "' \lie t'eden1 . ... - ..... ., ... Ill ··-· 

(Si gnedl E. H. Foley , Jr . 
0 ' 

• • • 0 
Act in& S.l-=,.....,•11'7 tol \M !!l.,r-•'711'0 • 

• • 
ar. •· 1. I' a •• 
ou..w, .... w-u- .llltMI'l •• 
Roo~ JOJ, Adal.n1atratlon B\dldin&, 

Deport-tnt of Ap-1cliltur•• 
0 

• 

' {I 

0 
0 

• • 
0 • 

• 

• 

• 
• 

hl • . 0 
" 

• • 
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• • • 
sr ' 24 u-,, ... 

,_,.rt of z:.r- Pro,..... Deport~~~~~\ ae el Ia'* ao, 1942 • . 
1. ..._.of ~ PI s 'W ~ .,.... slAM Ia'* 100 19421 

OaUt.ua ,. 
.,.... l .....__a 

twW 41 

2. ~U. of ott1- .,_ ..,.... 20, 1942, -•r of 1ewn1-

at_. IIDil t-etal per••• .•• .. •••W at t.a~. . .. •• 
'm''" "t.tnilw .. , m• 

w.DOIIW 
0 

(IIM4 olllM - > tl ... 6 10 

..-..n.u ' 
, .... ,.)., .u ,, 

~ Cll1ee 21 :tt ,.._ 10 u 
~ 4 • 
~ 6 6 ...... 0 0 

O."" ... 10 221. 

1'1~ 
1 I. 

• Jltil s 0 0 

• lh .. 2 
., 

leJI•• " 6 

..... _u. II» 
,,,., 

• . • --~-
:Ill 8)2 

• ...... J& 44 ......... 10 1,103 

ftc*'- 0 • 0 

fta1ia 2 9 ., ' 
'JJe ' 10 

c:.u.uo.u • 
(l.N Mplae ........ ... II ' ' 0 

Q Z.C) ll ... tn 
W fu ' 

0 
0 0 

r-. ...... 10 JD 

..... pl .. 462 "' • ....... )2 )2 

,_ I. I. 

• W1nfe 4 I. . ,. ... a 2 ............ ., ., 
• 

•• 

.. 

• 
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-a-

IDJ)Up 0 0 
a.aF• « 0 0 
·a..u.n. 4 4 
a-taMe'• 0 0 
IDPedre 0 0 

fwn'•••• • • ,.tun 4 4 
ai\Uar 0 0 

o!IIXII Pwt.lall4 266 444 

• JAQI]IIG'Ial Sea\Ue .., ~~ 
15 1.211 

/ 

ora-

'IOWol 1,657 6,'102 

), C: su .. .ta1W bir J1.el.d a.pr11•\at.l'IN dv1ac perlad _. 

.tate. ot n•U•. 

C.ILD'OIIIU (B...t ott1oe -) 
C.ILD'OIIIU (Loa Allplee lnaeb Z..) 
OBIIlal 

0 

( 

LpttU•• Qtt.ta ot !1f.U 

..... 

• 

• • 
,.,.,.. l ... • '11' • 

~ 
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0 

..,.U. .)0, bpN'\ ri~ Napeft te pftii'UI -"- FOP..• 

(1) loiat ot llr.T Uld ..U ott.re tv bMd otru. '-"1to17 bellle 

torw.rdall to 71* talC"• .. ?hi t.u\lwW w ..U ailoU.N 

(2) l't.I'Wuiq ot tvsdtUN M4 al.a1l.u perrs ' pre~ ot -

aot :r-t bocta 1a s- h .,_, Anlf''• ,..,.... ~ Uoat -

Jaouiac t~tu. ba -sa a-u&JU att.r --~-UM llu baoa 

poate.s 1a .,;. orr .. w. ie ~~one ... w attn~.o ·.,... J1. ._ rn.ot-

• .M.eb will praballlT 1401 Ill ... tvsdt.aoe or au, ....... tuns •• 

~ haft bee &lTU&*l rw. •• '" - _ ... , - .,. ... tor pari<ial 

ataaobUM. ~ will ba -..pl.eW at • ..r,iT uta. at.ie1pata ville 

both taoWtlH rithl.a ..n t .. or t11ne 011.~: 

Ul ra..atS.,.tlft llalt to......U., lllplftta repol"t 41J'Mt to )'GUo 

0 ~ 

(4} h ba'ft .. , liiU W - - fr II lei ,..... ta date ....S DO preP"'rl7 ba8 

bee ciMI.paW u aped.a1 w...JteOII papwt.J. tM ..... ala- ot U.. 

po .... ..s tiM -rent.ta .r ~ .anclitan ba8 -- ...rtlaie\ \a data. 

holler or 1111~ 1a ** *-P ta...._u.s ..,. .. , .....u.w ... ....s 

...._ that -- 1a -t iaatuM• 011e soot repoon 'IIMk to ~ ottlel 

att..r Oric1Ml 1a\arriee ri~ U u4 IV II leaU.. ri\ll are41--o 

te MUaato Usat Mt • 25 ,.._, u4 1/J ,..._t ot all la~ WRW 

rau lata \ll1l -~· 
0 

UliMII 
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The Seeret&J7 o! t he TnasuJ7, 
Treasury Depart&ent, 
Washin~ton, D, C, 

ky dear ~r. Secretary: 

Karch 25, 1942· 

• 
Under EXecutive Order No, 9102 o! ~arch 18, 1942, eotabliob!Qs 

the .~r Relocation Authority in the Executive Office o! the President and 

defin.ing 1 ts !unctions and duties, the Director or the War Relocatioo 

Authority 1o authorbed aM directed to !onoul&t ·e and etrectuate e 

progn:a Air t he r"""'va1, f roa the areas designated fro. tiM to tiM 

b)' the Secretary or War or appropriate ai.Utary c-..cler, under the 

authority or Executive Order No. 9066 of Pebruar,r 19, 1942, of the 

persons or classes or persona designated under eucb ExecutiYe Order, 

and for their relocation, maintenance, and supervision, 

I have been' furnished with copies or the prograa to deal with the 

1 roperty or sucb persons, and with the del eption or authority to the 

Federal Reserve Bank or San Francisco, u !ileal asent of the United 

St,.t.es, by the Secretary or the Treaa1&1'7 and by John L, Dllitt, ec.­

"-lnding General or the Wut.ern Deren•• Coaaaand and rourth A:rw:f• I aa 

also !ML!Uar with the progress ba!Qs aacle in putt.ing auch prop'aa 

into etrect, with Special Regulation llo, 1 iuued by the rederal Re­

serve Bank ot San Francisco, and with the eont1101plated plan tor deal­

ins with !&1'118 owned or operated by per sona to be nacuated, 

Q 

I aa in agra-nt with and appr oYI t.he prosr .. u cont....,lated 

and now in effect and, as Director or the War Relocation \ut.borit,y and to 

• 
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• 

tne exton~ or rq authority to do so , delegate to t ne Trea•W"7 o.partaent 

and its agenc i es , including the Federal Renrve 8anlc or San Franeieeo, the 

authority vested in me under ExecutiYe Order No, 9102 or March 18, 1942, 

to assist pereona recoved under each Executive Order No. 9102 or under 

Exeeu~ive Order No. 90bb or February 1Y, 1942, l.n t ue managuent and 

disposal or their property. 

1 shall advise you proapt.l7 or arJ7 special needs or probl-

that II&¥ devel op l.n connection wi t h such property manag-nt as our 

e~rienee bring• th• to light, and abaU appreciate your s ending -

copies or arJ7 reports or progresa, or other reporta , that ay be ada to 

:rou l'roa tiJie to t~ ey thoee d1rectl7 char ged with auch ~~~AD&gement. 

Copies or thia letter are being aent to Mr. Leo C. Crowl ey, 

Alien Propert:r Cuatodian, and to General John L, DeWitt. 

PIIG/CAC 
0 

ll. s . Eise nhower, 
Director, 
War Relocation Author ity. 
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?14.11 
APR 1 194!-

lJ 4.-z GoYeraor a 

fhe reoelpt la utaovledted .of r~r letter 
of laro~ 11, 1941 (JCiau) la rep.ril ' ' hral-
\ure aa4 ot~er peraonal effeota beloaelDI to _. 
ne defeiiCiera of tM lataaa Poalanla, vlto• 
~·•• beeD a..ttl .. dellYerr ao 1..,.,.. ,._ 
Su rrueteoo doota *' , • ., an .. ., au~eot 
\o All uder Ue law. Jft naeat tMt 
,,,,. ~ takee to praYeD\ t•e arbltr&rJ aale 
of t~••e artlol ... 

I u 1lad to laton Jft ,._, tb oo1-
ltotor of oeatoaa at laa rr&noleoo •• todar 
bttD 1aatnete4 to wtt ... 1d froa .. etloa fer 
oat rar froa Ue date of t•t• letter .., of 
no• ...u vllo MYe beuaa -~"' te ilte­
polltloa u uolal.., aere"P''l" uder aeo­
u .. 411 of tle farlff lot of ltJO, u ....... 
(V.,.o., 1140 e41tl .. , title lt, aMtl .. 
141 ) • Vpoa t•• tJrplratloa ef ~~· ,. .. , .. 
~~ Ml alM Mea lu.,..tM te brl., "' at­
\lr to Ue •"•Uoa of t•• O••l18l ... r of 
O.atoaa la erar tMt no futller aoUoa u 
aar M .... ,.., ar ~ tak•. 

•• I" .,. doU\1 .. , ...... t ..... t• .., 
peldliC a Ooaar••• a blll, I 1111, •t

1
e
4 111ept fr .. dalr peraoaal ud MuOM 
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- a - 'Plt.ll 

tfftota broua•• ln'o ••e Ualttd 1\a\ea .ader 
OoYtrnatn\ ordera.• If eaaoted. 'bla -111 
will taable neae aoocS• to bt ntered free 
of du'J· 

Slnoerely yoora. 

"~ a. a.r .. a\Ma• ,,. 

secretary of ••e tr...ary. 

Tht Honorable 
CUlbert L. Olaoa. 
OoYtraor of Oallforela. 
saoraatnto. Oallfornla. 

1.17 
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fiPR l 1941 

n.. C.J.lMt.w ot ow•-· 
,.,. rr-uoo, CaUtond.a. 

lir• 

Y• are borH!r •Uiorl. ... \o w1UiboU rr- eale tor OM 
,.az tr. tile 4aW of \hie ~t. .., pe..-1 or t.o.Mbold et­
ten. ._eriW 1a tbo attNIM4 cow of s ~Sl, a Wl "fo 
.....,t tna *" pen o l ... "-•*•" etf ... N ;t 1a tiM 
lalW ~ _..r Ow•• r ......... 

u \be Wl .., ..... t.o bu - .... -w. .. .....,. «1.1-
,.tuoe Ul 11M liiMD .... t/6 '"* etteeta ~ jl&a\t.od lletore 
\lie -.pba\ioe et tile _,..,. period, \be IIAw alaal.l. lie ~ 
\o \be llllna'• a'-\i.la t.r tu\llor ilw\no\i.lu. 

IMolonra lo. ,.,.,. 

IIIP •• ,_ 30-42 
•loa).~ 

'•117 "~ 1WJ'II• 

:118 
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TREASURY DEPARTMENT 

I~ COMMUNICATION 

Secretary Worgenthau 

E. H. Foley, Jr . 

....... 
April 1, 1942 

I think you will be interested in glancing 

t hrough the attached booklet in regard to I . G. 

Far ben. While it is written in flubo)"&llt style, 

the e.uthor bringe out IIW11 things which we h&n 

known e.bout this Gel'IIWI eomp&Jl1 for soae time. 

If you think well of it we might h&ve a talk 

with the author and give him access to some of ~ 

our files . 

Attachment 
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<J!ut '/,(~ $fivul.: 
HOW YOUR DIMES AND blfARTtRS 
HELPED PAY FOR HITLER'S WAR 

E 
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SEQUEL TO THE APOCALYPSE. in the publisher'o 
opinion, is the most Important book issued in any lin· 
guage In 100 yurs or motf'. 

He<e. never bofore published. is the eortt...h.tklnc 
story of how. whtn. where and by whom WO<Id W1r II 
was deliberotely planned. Here. unmasked in ploin 
.;ew. ue tho ord>-plo<oers of TOTAL WAR. Not one 
Americ.., in a million his heard their names or seen 
their pictures. but okolr no,.. and their photosropl\s 
are printed in these revelations.. 
With the verdict of War Guilt thus fixed, there unfolds 
Ike incrodibl• story of how you ond I and 130.000.000 
other Amerrc.ns havo unwittingly poured a v.ut for· 
tune into 1\dolf Hitler's lop and tkereby ke lped flnonco 
the most terrible war the WOtld ha:s ever seen • 
.0. ,_ '"-· ,., ... ..,.,., 

, .... ~ ~ ., .. tly. . .... ,. ........ .,.,.. 
,., ._..,, ,_..., AI_, .... ......., ,,..,. • ,.,. 
, ,._., -M4 .,. ~ 
n... ..... ,.., ....,.,..,. ,... ~. _.., ,.... 
--... ...,. ..,.,.,_. .. -..s ... ... .,. • ~ ,.., -.- ... .,_ 
Tholf .... UM.. S.M't ,.,.. ...,., ,.. lb.... ..,. 
,...,.,, ph .. wit,. • fHM ... _,......., , • .,....,.. -'*' ,,,., 

The.$e and other truths will startle and ama.u you 11 
you read SEQUEL TO THE APOCALYPSE-first of the 
BOOKT AB "'ries of monokly 25-cent publiQiioN, on 
s.le at newsstands. Their exciting t itla will pt'O'Vide 
on index to U~ and Unacccunhble ewntJ. klth­
eno confused by -....v.ip obroad O< supprossod by 
powerful private interats. 

THE PUBLISHER 

.SEQUEL 
. To The 

APOCALYPSE 

The Uncei&IOred ·Story: 
HOW YOUR DIMES AND QUART&R8 
HELPED PAY roR Hll'L£R'8 WAR 

By 
J OHN B OY LAN 

Forword 8y 
REX STO UT 

..... ., ..... ,, 
WILL I AM IMA if 

•oo&TA•. uu~. 
52.1 PlfthA ... ,NwYtfttCIIJ 

1942. 

{ 
• 
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FIRST EDITION, MAACH, l94.Z 

CO PTaJO B1'. 

BY BOOit YAa , 

tt t z 

I NC . 

All&lc ... -..... ......... 
IUPI c.,.,...._ . ........... 
..... ,~ ...... t -. .. ,. ...... 

FOREWORD 

_ ................. ----...... .., ........................ ..., ___ .......... ,--. 
n.. .......... ,...... .... tM'MM*• ""'" ..... ! ............ .. 

.._ ........ ,..., w1R IIIII M tvWiit ChftM"Y ...... ........, tt.y Mw ........ ~ .... . 
1Ny wll IIAI 1M t.yiftl ftte O.mMII'I ple1u .M _,,.. tM Chmllt .... 

- oot loloytlo.._ .... lo ..W w-1. -.,,. "'" 1M _,w N 1M 0..­
_.,- _.lly IIIADY TO CHIAf US OUT 010 ¥1Cf()l't, • !My .OW tloo .... .............. .,.., ...... 

ntiS 1001( MAMIS 1MOSI MIN- ........ ....., ... I .., .... ..-. .. -. ...................... -............. _..... _, .... _, ..... ..,_ 
u..a .. ~ ..... -..-..... .., ............ ...., ..... ... ... ...,.._.._. .... .... .,..., ................... .-.. ...... 

.... ...... ...... ..._ ·- ..... -.. ._.. ........ 
...... .....,.... ......... ~.lw • .....,_ .............. . ,.. ...... __. ......... ...,._ ....................... ....... 
H...,., ._ If .... • ~ di.,.,_Hietl • • ~ rk A .. ricolt ..._,..,. ~ 

" ......... wk ...... ,.,_,.,, ..,...... ',, ... " " · 111 ~,. ht'IM• 
• .., .... ~ ... ...,_ .... It .... .. ~,.,~.- .. .,.... 

llootly ...,...,, ..... "'" _ ..... .;u ............. . ----·· Wo .. ., ... ___ .. 

.... ~ ..... .., 7 .. .........., ................ ...... 

.....,. .. ~' llftAY'II) U$ ., .. ...,.ey ..... 2 ..... ... _ .... __ _..,.. ___ ........ _ ............... -
" '1111$ IS NO-To-a ,._u.. l>f I£UT If IS Sf1U 01111.­

WI I...,_ TO OC.. If. 
H yoo .... tlolo ...... yoo w~l .. ...,., ..,.,.... ,. holp. 

IIX I10Uf 
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• SIQUII:L To Th APOCALYPSI 

,__..,... ....................... .. ....... ~ .......... ~ ... ..... 
--·~A ...... p I I 0 ... ........ ...,,_.._., ...... . 

I(LY lM ~ •• ~ t. F'Y'Mk· 
..-.. alw u. ......-.w f.lc\ ._. o.r-r .... ............... ~ a..... .... ... 

0 t.rt••· ...... - tM ..,.. - ... 
....... , ._. fUr.. .... 

...,........ ... .cnc-ttaa. -.:, ..... ,....,_, ..... ........ __,..._ ,....~ .... 
'1'1'11 ·~ .................... a.aw- cr.­

.............. h ......... 

lkk ...... the AIUet .... ~ ~ • 
....... Mpe wtlidi.....W fGftWW MJaW ..,, 

ne Oer~fl ~ weN .,.,. W'Kt7 attd doetill:*" 
•11rl1 h.\ll'lf'7• Qofl\mun•. Sodal-1-. all6 o.mot'­
rtt:l font~tcl • ~ ol JO~l v.nb,. 
W:I11Cibl9 \o aft)' ft'lt..ft, Oer.._ted o.mt.A¥ •• en 
u. ve~ o.f lnttrn•J a,Mrcb.J and oceupt,tlon ,.7 the 
"ttrt«~ Cot«~ Gl \M AU .... 

eve &Odl,.-t\b ~- proof ., u.. IMftl 
t Ytft1.1 wbich t11ve tn~WSP!ftod u 1 l't'll\l!l ol \be .....,.. 
In& In ..... nkf~ hfttrt7•lWO 1fln •to-It IHiflt I I• 
11'1011\ 1Mr't61blt \hit tMie tl\'tcl rtlto ,_ .... toiM 
puUo\Mo1)' ciOM to ~Uhlnl t.I:M-11 ,.,.,..._ 
\M ('ODqU ... . a.nd doa'lki•UOft of \1M toUtt wodi, 

weu-meUikll 1..-dtn ol Ulit a.nuD people w~ 
worUAI whbo~o~l Nit\ \f'YIAI \o ~ • Gen:naft 
........,uc ,...,.. \M cMoOI """ beb1od by \he O.lfte 
&Met ,.,....at Pritl ...,.... 1M f,onrlltl' ..U. 
.....,, ... ....,.\el)r t;ITial\0 ~ ord« .... 
~ ~· ......... 10dUIU7 111\o,.... _,........ 8»~-~~ tdMI-· .....,., ~ for ~ u4 -
• ~ .... li~~P ,...,..tloftf ~ b7 the All* liD,., lor U.. _._, ~ of the wat. 

GmM-1\Y Mod tiW'k lft\o an .,. Of NlMn fNI­
InUoft, 01'1ti.MI'Y cl\lu:u f.-re4 to ••llt \be .veeu. 
Man\llk!., .net lh\1.. roaiM!CI tl wW. robblAio 
-\lllllllo kUII.f\l- tltuall1 wl\bOUl h.tnclrant'l• 
SJIO"dl~ rto\1 sl)d. ,.v.~" IWfl)t tiUOUlh tb• coun­
try. TM Mu.NI or \M ltldpient Repu.blk IOOiltd ...... 
"' ..... ~. * ...... ~ l6dJ.;Id!;I&W.Ut.ll 

llilf'\l'l'tiJ ..... tiiMMd. U oW.iubJoQed. 10 ; I ... C\ .. 
_..._ .... Jt~fa.~---
~ ....... ....., .......-s '" .. JIIIWC'N> ,._ ~ ., * ...cropolil. - lbt Wale. 

n..,. ftla'\ ............. ~ u.. ....... 
Ill w... ... 11M .. ~l \be IIM!dllal., ~ 
wv~ mu ...,. .. at1tct -. lhw of ~ hV&MII 
beba 1r1 u~• ...,w '-- \ball hftll.tf ,_,.. 1a•. 

""'" btw, tzeept tlw: ~ dwlm.Hiou, '"'.l ~~ fo.ltl-..1 ,.._. 1.11-w '"'• t.Uiatf!ll w.,.. 10 
HI lt\c lfllff tftoCI pt'tplft 1"- UICW /tw t N tofllod ~ 
lfopt II IHftcl ~VIC, 

WMWitl~ .. .-. ... , ~-- .. 
........ M ~wart tM tt111 " .. ,..,. .. Mil,..,....... 
tttllft .......... ........... chtDIM ...... , ... ......... , ..... ,... ................ .... ·-· 'I'M,..,.... ... "~~ piUII&hr-
...... Nflldl~ Jlllllla ......... ......,_ ., ~ *""'.,... ..... ..., " ...... ..... 
...,. IGr lMD .... kdl~ ....... ...... 
\lofl ot \he ~ CIOODt$l4l .......... _.... 

JG U ,\doll Hi\kf will bot ~ " ..... *" tht rnOM\I'OUI ~UOCI ol • ...,.u ,_. .. wU.f'\1.~, .,o•trf\11 men---W'I\hOU1 .moM 8.1\kt ....W 
a.vtr hlvt emer'fd ffOI'III the obfCUI'lV ol Jllwai*'t 
poiiUOIIJ t;~ndtrwofkl-

,.,..dlftl It 1M 1lloMdDI lD ~ ...... 
IC.ut DuJIIberl. t1lll bdlUitll tbelailft .. ~ 
""" wotkl W'U ~-the .... w1friO ........... 
.... ,.,. .... ..sa a.~UriW ... - ..... ,........,..-w.,...x......,......,__. 
Kal .... -~cl .......... .. .. 
~·~--~ .. . 

'TbWe .... Prtt& ,.,__..... ....... . __ ............,.. .--
and ll'ftlf ~· • 

1\ WO\dcl twl ... Mea f.a.a\Mde twD tiO ~ 1 
llthtl1aa ,ot ........ ,..Wid a..,.... tn 1tt0 • .,.., 

M .. t Ill order of~ ... tcJ ........... • 
tonMt cli.RCior of U.. N•Uonai ._.... ot CltNIMr 
.. cl mor. receatl>' the flnaOda1 ~ ta ~plotd BtlCI\ItD wbo cS!ndild me ~ ~ 
01 the\ untorhiD&\.t u.tloo d_.. \hi worW ..,, lMI~ .......... . .,. ...... 

CM!Id Uttf Oot WM\ ~ ~ tbq f'..cb t»t 
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01<1-..t- ........... .,... - ..-... ~,.-. .... ~ ..... ,....., .............. 
..., Ot ... L iW O dtiNfed 0.tfMI"J ., W.,W 

Wor I ~ .....-.y. MI'I'Oftt _..,.. wWtt.t "' -
LDKM'~.,Utni&7~M .... 

~ .......... dtdea .. ,..., ......... .,., 

0
~.,...... ._. ....... ~ •. ...,..,.. .. aul7 ~ .. ,.. ~ .. ........ 

~ ..... lball~ ... - .. cW .... ~ ............ ... ~~ 
w ol .__,.,...or edliW7 ~ ~ 
~ hM SMVtlabb ~ ~ ~­
Ia ...or\4 ~ &D4 power poUtil». 

)11110' Gem~•M tii.Q' have bom kHkd. )11\dl rna­
Will and p~ IIIQ' bt.w betft ~. 8u~ 
GtmVn ' nd\llti'Y and• tn·tem~~uonal tnnueaot befl 
.,_.,, proO!.td •"-' "*". ~ 

To !,lllldtrwtllld \hll paradox.. one m-...t lOQk to tbt 
.,.,.. of tM tw.P Otl'fl'lan ~ the Arm'/ 
., 1M .,........., marnl~ f'artk\l].uli CIM _...,....... v.. ul~ oewre aD4 .....ue.­
.,._ et 1M (kniiiU ~ IOdiUIUJ'_..A ll&W 
...... .... w .. 
h•w- tM\K.J'11P'PII04~wbo ...... .......... .. ..- ......... -......... U4 • 1.u'P' ..... ot • MkJ fOr ···li .... 1. ~ Ia ~ ..... wtil..,..... 

"' • wor\d .,..~AtPuo. ol .,eow.J.eM*I ... 
•cent. JI'V"'C"~ Bvt .._ the: IUt quar'\tl' 1111 
\be el~\b .,...,.,., tM (iertl'l.u ~ .. •uwr hM bflft tc~~l1 wen or belW" .....-4. 

ltru.PP and U.. "Mtrchai'IW of OO.Itt.'" bsve botot 
lhl Olt\11 ot o~rm•n mtusari.CI. Tbt u:nknOW'O ftl.Uo 
WIG( Uw e:btmklll l.ndl.lll:r)' have lhUI w remalMd 
.ucced\11.17 tn 1M bAdCJ:to\164. 

nx """'or el 1N Qen'Mo ~lla.W'C"­
"" \bot om worw au.tM~Wn to J1UP u. .,..... 
.... h plka\ioM-~ Ia-~ woricl. 
~ bdon 1bof ,..,....,.,.,_... War Oil liTO, 1M 
~ ... ,_. 4 ,_. ..... -
kbM~~~ 
t. ,_,. ..... ~ ot .,_ ... ,._.. 
~" .. .,.,.a, ...... ~ ... 
k ·-liooked ............. b:r' .... ~ A. •• u • ., tM.'l., the \lfiPII\rl' I 1 ~ ... 
llanM .. btDdttdon ot IDUkbld-

........ Gemw:I;J, a. dMalnl ..... .... 
~ ~ - ~ ~ Of .... dMirol 
f(IOtiOiriJeL TlliltA - .,. Oil "'~ ..... . 

Bllnw'tk IMd4 tb~t **' e1 tM IIIW..Uoa. ft.~; 
0.rm&D r ortl&D Oftlee llliJDta1Ded \be ~ ,.. 
lallorll whh ~taUY"tS abi'OIId Of Qtnnd 
t:n.ml~al ttmu. 

N """' aao aa liM, Karl IMIIMrt k1 a ...,.. 
on.ndWfl to 01 lmJ>t!r'lal ...,.,.......\ ~~tiM U.. ...,.. 
~ ot au chotmkll fums IAto 01111 ~ """- & _..>-..,. w.W.wlde ruJ. fl a... ,..._,., 
( parUc\llu1.7 the .,.. ~). ~ .......... 
..-w U... be M!CIP'ed Jor die M..vL'" 

-~ ... - ... --- ~ aid WedS War L .._ aD ...... 
~ Ia (krmlla1..,..,... .............. 
.WOO el H,.._.. ~ l8d a. ...,.W _.,. 
~ ll)ellt biU}c:a; ot ....u .. ........... 
ptllnt upaNioa u4 ,...utll. 

JJOwrtel, DuUb«''-DOl~ l,a 1to6. o.t­
tiWIJ\1' did control .orld rrw'kdl. 'l'bt U-** 1\&* 
t\11'--ln, tnd tbe rut ol lhe world. ,...,.. ~ 
on ~ fOI' ..-oUal d7• ucl tblmklall• 0.. 
maa .-ttt~-U wen tht key to UM: ~ of 
hllb u;pklllvn. 

~· e&Mf'lltDCe u • clolllh'llat ~ ... 
atorktd ., 11M ~ .. .,..,lM'k ..... aod 
.... wn:rdl u. dole oC tlw ..,. ... _,. c::t.,p __ _.._ ............ -
ot ~ ., u.. IIOQiblnl. v.....s ....... .... ---,.,. ~ ol .w. .................. .... 
urtcture o~ ~errt.,...,.... _. ... • .. .............. .---­,.,. .... ea.PJed ba u...,..... ~., ~ 

WQy Bt.mal1t Will ...U • ..,.,.... ~ tbl-1 
tbemital l.n .... ft. l.a Che tatbar of ~ ~ .... 

IAI"' c~ to c.pture ~ "''M .. A& 
DOl tovcot -~ .. 

Jftt.e y~k Jl,lllUI ~ fl ~· 
tatMCI cbtm~led lo61 belo,. tbl ftnl wod4 
war. Out &he tdefiCe 1M creaMd prod..S \hNle ~ ~W~dlnl dlldplel aod u.- tbr-. .-- ,... ,,.,.. 
n ... , wor'W ....... tor - ~. • 

OM •u old Earl Dl&l.bet'l. a ..,.... ,._.. 0. 

And lllot ..... wt CI&I'IAOD Jtnapp IDJD\ ~ :::!.!:.. ....... wtlbou\ b I .. 87 "'*"""' .. 
0( Mot. lm.~t, \he =·=a ..... ~ 

......_ lbw ..... ~ w eU7 lido \M 
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eo..etl ..... GO( -~ 
"'We •• ~...._,._ .. taw ao. ot-'-

t. l'fonh .... SouUr. ~- ....... ....... 
.,. cu ~I tiiiM. _, ........... ....__, 
.... ltidrGe a... ftft ...... ., * .Aaldr ..... 
... I\Jifwb Uld llritala ........ Plwab .... 
UN war, Tbc7 ....,. '*Ill lAP r...-c:raw. ~ 
iN"""- Of UMIIr Ow~:~. .. 
Hm~W~a Sebmtta lf'fMed l.ltqldri;nfl) '' 0.. 

ber• 1M. the old 111otn ~ 
.... "' ~ .. ... ....._. .. , .. ,. , . .. tkl .. 

..... " •tee.~ .. , w ... .,.. .... .,, ..... ..,. ... 
tMer lt. Da:rtac &Itt war, "- A~rlc!Uif u-. .., 
.... lid.,.. ~a~ ....... '"'• •• , ,....... ,., ,... 
......... ......... ta Uttlt .,., . ....... ""'' ltW 
M ... It t. tue l7fllllb. "& aAV& ALW'Atl 
WrTua..o ... &lf1"1AL IHI'OIIMA1'10K WIIIIC 
WI: ro.&D" PADHTL '1'IN A...,kut 1M * 
•rtU.Il • W IY.~ .. .U • • ,_ ..., ~tn .. , ................ 

"'Ia 1Mt ..... • ... lllOial.. • ~ • 
Dr. lllAtD Sd:Jw,.CMI. Be .... at ,_ ._., .. 
ddd ........ ,.. the ~ ..,.. c...-r. 
•CO 1bt O~kd .._ ....... U.. ..,.. II 5bll 
OII!PIIdt7, Schwelt&tr ........., NNihd AiN'klll 
11\ualt.lo.N m&l:l~ b7 wltitokllnt "'"' _. 
Ut'- of Pbeno1 ~, ~ 1«- \bt lUI!! upto. .tv-."' 

H..,_ ro~U~tc~ hiJNelt from an -.ppattal """""' 
"Th• au.e tb.Jna t. lNe 1n C!On.f)tCtJM with our 

Pllttnu &o n-.oc. Uld Swfta.Jand. r MJJew4 • 

' 'QI.Ute lNe, 81trT ltlber," ,..Utd Sc:bmiU.. "Saa' 
1111'14 aM America a,. dnwloptft.l M tdlpotU.Itt ~ 
iCU ledu.u, utd ..,. t1oe11 eoe~~petJUOO. lui "MM 

Regraded Unclassified



Of THI IIPUILIC 

,.. ... Od ... .,o.-..ry ................. 
--~~ ... . ., • .,,....,.,.. .-Ia I t 

... ,....,.. _, ,.., .......,. 0.. ., ,....,. -

H-. 

CBAP"tU m 

,. Jtepl,lbl*" fotn'l ol coverrloiiMftt tD Ocrman7 
.tw world War I wu tONdoorn.cl ~ ~. 
,_ urdf wtr. Jl,llc:hcl -.plnll O•nntn dtmocn.Uc: 
_.,tJon. tv«~ bdort.. Uwt Rts~Ubllc wa. or•anl:led 
• ltll. 

tAok1IIC bKk at lbe NC!Citd It .. IW"P'tltAI that 
111e Jl.tpllbUe l•t.tcl for ~ ,..,.. '!be men !.a 
""' ...wkr tbt ~ ..... 1'10 ID&kh either 10 
irdriPt or aliWtT for \be po..-t\11 ~a.....-~ _ ...... 
~. 8111....,. tac.W CD be Wei~ 

..... ~., ... ~ ~AdoU 

.... - ..,. - '- .... lltdlleaL "'- tnct.. 
cdl1fllll; ....... W. ,..... tot abMtd &be Ku:l 
~ ............. Mil ............. 

a a. .......... CJI W.W Ww D .a..o--· ......... ~ .,._ a .._u., ol PI rtilldtll' 
diet .. ..,_, .. ttl I ... the ~ ot (be ..... 
.. JlcopuobUe .. ~ .... ol coei'UIIoe aM .. 
pa:rat coa&rllelkdoo. on.. ....,_,. ol World Wa:r 
D .-eeted wtlh lbt ~•tUJ\1 IOtr the oppor---

'nit thlloMI .u..m.W.1 \hit mtt ttl Wetmar ID 
P'tbr\wf, lilt, &o ~.et f'l11l Den ... ar.t. preal· 
Gc.t - (korrn.a.Qr met In •.,&do\11 clrc~l)c:ce. 

ldealllb ...t ~ lA all ol UM A1lW Ma\IDDI 
vpd MIPPOf't ucl hal, for U.. MW ~. tt 
._ flrml1 biUend tMt \be O.I"!Mnn had IMmeCS 
• ltrrible l..on lA Uwt war. 1t •N boC*I ~ 
_.. \ot -.IlCht \be ~ of ~-elM 
wm. so peK~t Uld u ctt t;M!I ot...nnar-. BJtw­
"-cb .:.~ .... ~ ~ ~ 
~ Int. '-dial ......... , .. u • .: • balptoc ...... 

""'* tbm ..... -.-.. """,._ ..... asabr 
... - lftlalac aad uw. ~ ...... ........... 
.... ~ . ............ 8oCW Dlalocnl 
P'W1;r •·.4 t.o. til t:bt 0... Iaber WI tt' be 
._ .,. -u,. 1ht .._. an~W!ie. 

Rs. ~ -.... - ......... toM offtce. 
~ m.rr .............. ...... d!Ja. sn. 
~ 01 U.. e&1bci&k C.• PUV. U.,.. 
--... - ..... wtu. ~ :f'odt, • or Oclrft.,_ ta lttl. n.. Qem!lu .... 
M'ftl' *'P-.. hba lor ...,..,._. to * 

Alm.bt!c:t. tobet\ .;.oa..~.. bba ......... ol "" 

niiiiC"'t in • hope that '&r~Ctr"a wtil•llnown Ubt:~· 
lall W()U]d lead to eon~ne "' u.. Alll• la 1M 
pqment Of war rtpueUOCII. 

Manuld.lq --- •.t ~ ,.,. .. Cer..-tt ...... 
'' the bl4.vsaJ ........... ,,~~., Or.t ,...,.... Ma .. 
W.r ..,....... Ia eMu &wrt., ~ """ 7.,. 1a 
.mee ....... w. ........... &n'Mf:l tf'l -~ .... 
..... m. -~ tM , ..... ...,.\U. .... ., ..... ....... 

Eben aad. bat CUkle\ .........,. ...W ,.._, 
.. ~ ...... \btlloUl ... ,..,. .,_ .... 
beriW'• ID1Ir'IW bul tiM7 .... - -*1IW .. ~ 
fiDIOct • tb: - ~ ... Ullit ~ ..... 
a-m-~.........,.,..,.. ......... .. 
-~~~-----. ant IDOft ................... a_...,.,....,._. 
.... worb:n ....... u.. .............. .... 
None c:oul4 _. UN W.W. ..._. _. 1ht ...._, el - · Nor t'Oidd 1M peoo.1e e1 OenriMI1 .......... UN 
dW t cC GeraM. CUIT..cJ' lbd .... ...... 
1Jitcm&t:ietlll7 ~ ,... abroe4. ""- 0. 
m~n~rald~~..,... ..... n..._ 
.. .,. .,.. J"raoot 0Cit.VI)k4 .. ,.., ia Jtt:l to .. 
maDd over-due p&¥1MG&. of wu ,..,_u-., 

n.t.. - UM 11m real opportdi\J' to •~ ... 
R~ll.c 1D 1 mator w1.1. 

IDcftcd by d.v611 paid •11"-\on. Q4r'matl. wo$ 
"" went oo • I)UIAve .utke "''"" Ute l"ttDda 
oec\!Piltklll. Nlltur.UJ, lbll\ OftlJ llll4ll ....... 
--- aod ~ ,..:bed btt k)--~ 
4epths lA 112J •tiel 12M (hnea6 ....- ........... 
•t 4J bWioa. 10 lb. AIMf'icu doll.,l 

ne mea btidad UM .,..... • bo .......... tbll 
.tdMD:Ie: awl freqi,MilU7 .. , ,.,. o-r-a ......,., ........ ~ .. .......,........., .... .. 
~ tbe:1 ... ~- """' ..... -.uMBrc wl\biNI ......- ......... UM &IMcl&l a ---Wltb .. GenliiA ...... a\ ......... _..... .. 
oe::d ......... ...... ...,..,. *"- .. ............ 
Ger..-~ ....... ...., ...... .._,......... 
tioGa would-~............. . 
~. tt cDb"'t,..- .... ..,.. Oa ~~ 

aou.. 1111. ~ ..n. dtot ..... ., ....... ~ 
IMr Enbtf1«1', ,......UV.. of U. ;oca ' 
...,-.e SlllllftiQnld to~ ... c.w1l7 ,........s wltb 
a bW lbr .. bDUoa told .. ~ t l ...... OOO,. 
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'l"rlll7 Gt ...... ftaaatW ,.~.-.~_,. • •• lM ,_.: 
It abe ,...,., .. UN: nr11 0-.n.a• Mtpdlkl' 

• 

... ,... .., o-w..c- ..... ,.,.,. ,_ .. 

.. .,... ,.,.,., o.t., ...................... .... 
• ..,.., ... ,., _.,,__.,-..4 ....... ..... 
~ .. DII:JAO. 

CBAP'l%R rv 

Kl tlnandiJ 44;moraUu t loft oC Ule O•rm.an l)eO-

T ple bJ tbolr lnthtatrllll mu~rw wu only oiMI 
,.oa~ln me J)ft!MI'Il a.m~tn ol\&1auahl aaaln~t 

w .,.14 14~l1 lm,pon.n.._.. •nnundatecl b1 old X.rl 
I)la:1lbe1l fflltl)' ,. .. ,. .,o-wN the fonnaUon !lnd 
f!Qidpll'lotrll of \he ml,tl\ltrA WtJ' mlldllne to lhe 
world ~ CIOIMI'*' .. taT M pollllbl.. A 
,....-t to .,.... Wheft ~ tM!IN .,.. ot no naD 

MDT peopk .,.. ll&ill ._.tAl UMU bte4t lA ._.,.. 
,. 101tlT. • .wtko4 laW:UICt*lt aid'- lhOOk their 
... .. ..,.. ..... • -'*' Ot:nl*a Ant4 
~ ...... rtllfl ... ....a. ~ . ..... 
..,..,... • tlle r-dll ... ._ \tM ~ Ch'D 

.... . ._. -w m\W ... ,.. ~bhtd ~ 
·.-111 wee Mrt ,_,., 

....... : n. o.r..a ,.,.., .... " ...,... .. 
ullll. .... 1111, " ........... ~ ft;audal1J 
..,. ....,... .. , ' ' d.. .... au-a• taW:rnU lL\1 
~t4. u ·~• .t Gt,..,• MaknP'kJ • 
....... '" tk:..,_,.d .... 

.-... HlU•r C.IM ln\0 pow• r tn 1m. bt fouftd 
• (knn.l.ft Arm¥ ready ttalMd •nd equlppeoct--mON 
4n4b d flttt'ht •ven \Mft 'kf,n U.e mllth vaun\t<l 
trench ArtAJ, s~;~pi)C)MldlJ \he ., .... .- ArtAT In U'l4' 
world 

1be Vu•lllu Ptttc:• ,....,,,. tilted the ma• lmum 
stu of tbe: Ge"""'n """'' at no more thin aoo.ooo 
or.tku• 1t1d I'MO. H .,.. .. \0 be t lml\il!4 \0 the p~ 
ef"'I.Uoo Of tntco:rM) ordtr. 111 no c:tre\UNl.t.neft> 
wu. Cerma~~ mftltarllt. \0 "'- all~ lo bu.U4 up 
IIIICithu mcma.tro1111, war OWI!ChlN. 

AI hu beea ~ ~ "'-'- w;;cepUoa o1 
die o\Ut. ._ IJ-*1 w1th 6wtlloo la G«m•IO'· 
n. :..lust:rialt.N M4 no .._ o1 4~ tbdr 

.m dOdeftt - ~ 
p,...._. l:b.1 ....... 1oM ()eMnll Wllbt.UII 

CirGe-n .... ddd ..Utwy ......... ~ d. ft.-
..... ~ .......... o ...... ~u.e..,. 

• ~ .. all 1000 ~aha. He ......... tdl'btJ 
--.1111 Jet~ .. U.. W.W. Ww W ~ ..UI~ ---c~ bad ·~ .. 4o wttlt 0ereao labor ud 

Amr1 wu of lf8\ lmJ)OrtaiK'I '" U.. ..,.~;y dqt of 
the Rrpu.bUe. It r tQu1.-.d $11<'f'I)UOMI oU*n ill 
eotnbat the. v11rlOUS rt'Yol utlon~ and rlol.l Uwi\ .ouahl 
t.o oust lht !!bert cov«:l"ftllW:fll. 

G rot.nu thOUIM he had fOWI6 \holM Ill a tunJot 
offieH rwtlf!CI K w1 ¥Of! Schl.tkMr arwt II60Uiff 
nii'Md voe $c!edl.t. U• ... lO bl crwllt dWU,.. ........ 

Voa SChleldMr •• trcMa 1hrt evt.Mt 1hrt tool t1 
Gem:lsn indiUU'lalia\s alld IUV tli!H twutU wftb 
N•liONl sonau .. at u.tr nq\M!Il. t1t •• \bt ' 
..0"'- orpobtr Gl u. m.dl. L:kt••* a. 0. 
- Uftl.7 trallwd .. ..... .. .. ,.. ,..,.. ....... ,....,... ............... ....... 

But $dllddMI' Md .. w w....., ....... --
ol Dlft't. H• bpi ftf7 ...0 .. U. teet ' 
~~~. M--Ute'" mWeeU..t. ,_. 
fr;GfO ~ ID w:a)or ~ ........... 
o1 * s~ (Silftlikt1M11). u.. .,.......,. t1 u. 
Qnl Wodd War • 

Duttterbell'• ,. ... to .. .., u.. ....W:nftl ..w. 
ta.rU7 fit •l'ld na.UQM.IAitde Ill MntiiMfl._.. ~ 
loG ~de. MaJor ~btfl did 1 tood tob 
but D~~nbl':t. M ~ \0 q \dt In liiJ wbeD HJ.u.r 
apprtarecl. 0\14:Stefl!KI wu oe p~rt JtwWI orle16-

,.,ore ainb.tt"r , l\ooWIYif, w .. lth1.tkbtr'l ltiJI)fOit 
of l.b• Fr. COrPI wbti'IC4 tiiiM tbt ........_ 
u:ted to toti'TCirlM lM R•~oWblklll 10~\ aM 
mu..td~r \btlr Jfllnb.W:I'II. tkhll\tl 1hrt IC'If'Dtl. kbloekbo 
er paid oft ClptaJtl Ernan H, capta.ll'l kb\atttll' &04 
ol.het" IW(JotDrt.owl rree COirPI &.olden. 'ftl,e """ Coqil 
wu attrn:lU.edl7 _,..... loO pftYtllt ibl MriUIMO' 
or~~' t!l1\*lll' Vtt v ... m. 'f'hJ!IIV. tw 
~ Wf!'!A! lO w-:rrorlile an4 ~ \M ..,...... 
__... 'Die ,.... ()Drpa .., \he ...,...... ~ ., 

the ~ pd *"' INtWUW ol (hl'laan7 • 

\'oa. ~ .,.., ............ ...... lllalltt1 
- .. ~ llliU\II'7 .... ,., 11M ..,...... .. . 
-- HiCb c.-a*'- loa ...,., .. ltu. .... ,.,.. .. ~ ~ ......... ., .,....... ....... . 
kMMnnl~ ........... . ...... 
,....., ., .tn-n., ... ,...,.. ...,. ,........ 0.. 

uaJ GrwMr"s '-"'" ...... 

tn~ ~.. dvri:fta \1M .. r .ad hit polllkal 
tql_...._~ ,...,..... 1M ,......, ., u.. .... RMpubhC. 

0\d Prof.-r JIUH Dll7U4 ... ......-.c: ,_ 
..,. Out ~~ llhMU ..,.. ,..,.... ,.. ... 
ant Wodd WN. Hil ..W ~ prilldllrll. tali­
ure wu ~ ot ~Uoa. U..Mr ...,. • weel 
war ..:o.-n.Y 1M,fon &M M •t war W'tll ~ 

B ot CI'OI'ncr •• 1 trwtl\d aou1 *04 he Nff'OW'IO> 
td llimaU wi\h JWI'Itr ~~ gpon 
wt.Gm '- 1hot!IM l'M COI.Ild r.l7, 'nw .mall (krm.an 
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SBQU&L To Tho APOCALYPSII 
14 A.ftw .......... " bd I 

......., ............ doubt~ ..,.., . I *''--
fte... Hot.._.._ .. ~~ ...... .._..,_to-...._. 
--~-........... boldow ~ 
V.....W. ~ .. ~ _. lltcbftd Wl • 

c.-~ ....... ....,_,., ..,. an l:bo It - aD,._,. ...a .. a.,.. • ~....,. ..., 

,.... --.1.....-..d: ............ .. ......... .. 
"" ... .....,_, ....,._., - .aofftl7 .. ~ ... .., ..... ..... .,. .. pw\ta ..... lilt ~ 

IOr7 to .....,._, a.M _. •Ydi a.tw .,._... '- ucl ~ ol I'OUUI !Of',.....,_ to the nUa. 

tauw et tMM ~ ....... Of Bladt bkbnrebt Thill pbMe ..... ~- e.ut.Jou.e, ~ ... 
.-.. *'- AJu.ct tnst-U.lttoct otJ'klrt ~ llilftle. ~ 1y taJI &o ft04e 11\IU .. ,. h&n.lftl lA lbt m.., The IMWC'OIMI', tOfll hlddta 1Mhlftd Ule ~ WU 

HHT Prof..or MI,Jo~ Jlta.rl &. M~lu tn the laW twt.ftl ... wu IMcun U1e -..obaU.. 
lla\lthottr - U.. lnYm&or ., Q.E().POLn'IX. .u;. ot JCIOr1.t tam.PI ..-.d rte"MUon&l eeettert ~ 
8 & H 1 R AU M, OR088MUMWl:R'J'6CilAFT, and a.tmoll\1. All &be )'Outll In o.nn&l\1 ·~ 
ot)l.., Jltu.l JII"'Oil. IU1 lllltlt"'- Of Gfo.PoJJtlk ltl bee~ma INCidfrtl7 lnter•w.ct In Pll7JIU) tuUur._ 

N'IINdl WN l¥ ,_. ot 01.&~1 aM Sc:hm.lts aDd Lon1 hllr.n and ~UIU'IMIC. ••.-. lh• ordtr o« the 
bnvtlr 1\n..!MIId b)' I, 0 , f'l.tbm.. dat. J'..qut~lb' notlot~.bla •• lha ClfPI\Ir.aUon ti' 

Ha1ilhoter'• U:1emf •• llmpk.. AU be dftOI.Odecl 1lldB dubl., Tha conrtrutUoa of reUJta~y .,w. 
ln hil Mc.-Wr• at "'- war M.l.nblr7 ,..., • Jlbue ror ..,.. f(lr'b~n b)' tht AIU ... 

O.muQT 1.- W dtW"m.lMUOO ot•poiJtb and mar'> a,. ltJO, wben H.ltler _. .. btttMbic W ._ 
bu ""'l'Wht,. 1a u.. worN. Wt milldon w~ aome ltrfl!CC~ Haw bed 101 "' ot ut ..,. 
&be Bladl Re~ WM to &-.c:b tuwre St&ft !o 1.b1 Jtefdw&ae-Voe lk'hWchw etme out J. .. 
omc.r. 1ht ~ oC ~~~~~ \bill .... opm. 

OeMnJ. ......,_, U....-.rw .. Tl )'aqi ald. aa. HenMIID GNrtllc blld ............... tile XIII .... 
.., ., .. .w - ..__w • 'brUidac .a-n 1'I'Oopen &ftd .. ...._ ftehw. lbr7 ~ -.... 
WorN "*' U. N '-t ... • 1- M ~ tnt Uw et.nono ... ........._t:Jec 0...... .._ -. 
t:~~e .._ • ~~ • -u..·. ~ b me • tbrt ,,... 
--u.ll7 ...,....... .., • ........ tt I ~ _.. "' ..... ... ,..... .mew.-.... ,..,.. 
Mel AA &.w ..,. """' • Moll .. ""f'1l1e c.opou 
1111: ., ... hdftc"'--.. ...... ..., ., &bt J·~ 

r. ... ---~ ......- 8rUat.,. CII.IM ... &be .. _ 
R.allllflohr -..... • pro~_,. ot aeccnllltl' at 

d5e MVeto U.tv.nlt¥ Ln ltl 0 • llld Pf"'tftded to .S. 
t't)op ht. ~ .... .........,..""" .. -ll'f'klc ..,._. 

' atld .. ,,...,"'"'""ltlldl&n'"-eot~ltiWflt.al ft00011l7, 
Dwtq Ole WorJd Wu, be Mrred • 1 Mll~ 
tn UM lt'WI"J, Anlr lilt .,. •• , he rdw:utd to 
M'uokb, 

VOt'l khJtlchtr with Ill .,.e OD RlldoJpb Btu, 
Hfllu and L~ndortt ttn.PI01ed Jll~ to Wll'k.b 
lhtm. 'nl,_ Oft Hove.btr f\b, ltU, ~ Wtler1ed 
the 01*1 l:loda N \I.Mdl beer h&U )1111.\ldl,. Hawl!ot.,. 
wat 4111 Ule Job, Dw1"1 lhe lew IIIOn\hl WUu aAC1 
He. ...... le the ~IIWIIoo aflu t.be IUotrqpt. 
ed rwoll. Hlwrhol• Mil hill wUe ,...,.. tnQUotat 

vVitotw. Todq the oW i"'I<PPUUdaa k '""' much 
CI"MMk I« dw Wl'tN ~ ol KJUtt • .t fonb ...... ~ .. 

Stowe.w • .._ H....,_ ._ •'QI*'•- wor".d 
.........,. .... .,_, 01 ... a&.c:t ~ ID 
lt21,. Adlil IOU.. 'ftl IIJll ~ N -"'*"-..,.....,. .-kw lw tbe ~ 11ot was 
• an., ol tt.e W wll 'cJWn He ..,.. peW ott .. 
IUdt,. _. ... 'lcbtd ~. It _...~ 
Ja l tU. hfw ~ ...... tl tbt bfc ~ :r. 
......... l .... MAI"dMn .. u.. ~ HiU. 
putldl em,...,. Wot.. No .... '*! "" .NIIptded 
h untJJ Hltliw wu 0..'*-Uor, 

h• Ia lfU. ............... ...,..u.., ..,... llW 

c.e-..,a (h 0 ••• .. • .u.w.r .r Def'-.... 
.. ., u. liac.riOI' lllld ~., .... ,.&1ft .... 
- lbe AI'-.,. He ,.... ............ ., ,.. ...... ---- .......... --o..r ..,. Ht""'nnlws. aoe or a.. UC1ftl.l.., .-. 
.aUk ,.....\. ..,.... &be ,..,. ..... - er-
wuou\IJIII~ ... ... 

~ ""' tid .... oCt. 'lbe 1ful ....., 
_.,. .a.a.ow..t lht wkiMc 1aUIUO. Mel tile Whf5lt 
..,._ ltkftl oft th4- 8141Cil JWdwwW &o 1 CWW. 
extont. However, U.. Cllll~ SchJelchtr, wbt llld 
Un&~ tv lllUllully ~l.td hlt lldlvtU• cn:w 'boCII 

lbe Rt~K~l)l leen Rei.C.Iwtlc •n<t tile All-., proceedtd 
11owl)r. 

Cln u a, d~h\1' PtJ~ tntrlt\le, Voa Sdl...._ 
~l'leel'ed \.bt l.challftlc CharM:tiJor BIWIIIIII irdo 
fnvoklq Article 41 01 the Wetm.ar CoNtltutiOo. 
Bl'tleftinl wu thttl UTIIW -. 10\'ern twir.lt the _. 
ond '*'* predpltll.td b7 &he ftDand.ll '\lltldl ,... 
IJI)OIIdWf b the tw.~Oowa ., the ~· A-

Regraded Unclassified



11 IIQIJIL 'h Tilt APOCALYPII .............. ,.... ................ .. .... . .... . ....... .,ta .. 
....... ,..... .... __. .. a-..-................................ ~ - . ,......., ................... '"* ..... .......... ...,.... ... .. ..... ...... _._ 

... ,........ ..... m.-....b ... to~ 

.. car.... ..,_. . ..... !lltJw .. !fad ..... 

A _. ..._.., IM4I ....... pedldJot;M ~ 
*-Np,. Awve ., at.u.n JOWWI' to ..., u.. 
a.... ..... l&rtt ..uoc..., o.mu ~ ...,.. *"""" Ulelt ..,_ tww111 to UW Kad pu17. 

1'beJ w .nWC.lMd add cowW Ooa:iAc. a.. 
ead t1 a..,u. wu • • 

'l'btft.. Voa hi*~ Npped '-ck blto t.bt pt¢tu.re Mel 
~ ot.d Hbld...wr• &bl\ 8abWcber • p}O\> 
""' • N'ICIII, Me aJ.o 1014 U.. o" Prt.lde:lt that 
8c:Weld'MI' p1.aMtd co ~ tOIDt ... tnl llnlllioa. 
at IMIIw ._ 17t1t Of ~~ fi!Jaclt ~ 
...._., the lllflken. PU1 ot the trait ._ &be 
,..,...... fll . ...... 1e.DdoM lNje .... HI d hera, 
the ... ., lUI ...... ., WrUa. ,.. ..... ., &be -
.UtW ............... Katl~ ~ 
.. -u. ................. ....au.. n. d.!-
__, ........ .....,. o.u-, .... aJo4 aDd -......,...,.,. .. ,..._, 

Iii .. --- .......... v ........... b.t. ........ ..__.._M .. ._MI_:.tau. ............ ~ ............. ., ....... 
tna111t ........, W•U..U. IVV. BlUer woo • 
..._., .. o.....~n ... ~ ...... ... ...._.ttr....., .... bola ..... ~ 

f)IE OCTOPUS: 1. G. PARliN' 

"""" __ ... ......,_..._., _...,.._..,_ ........ ... 
.., .......... ..., ,.., ,., . ..,. ........ --
.......... WI .... 

CHAPTJ:It V 

Regraded Unclassified



SS Q UJ:L To Th AP OC ALY PSE u 
u.. ...ua 0( 1hr ~ • • lhlt ..u.c. .. .se-

-rbia ...... '- 1M ftM1 ,.....,_, ..... -
1«0111PIWI ow pi.,.. w~ tbt -.a.'- ...,... 
don ot 1be ~" ~&. We • ._ M'te .. 
d!Mtto eontad wlU. Germao ti'IVO)'t ali...S, u.,..., 
pleta C'OOPfntloo of lbe Gemw~ PoMta omc. 
UM ~nnlR J;'in~ Mln"'"• and tM O«ssal'l 1111..: 
kW:r ot Jkoftomk:t. We al,.114yl\.liv. a went C'O• 

trol of VIe War N.klbUy. ln abort, pn,\lftl'lfe., we 
aftu.\ C!Ofttrol tbe ~ ~\.· 
~ \bt:Q eoncludfd:­
.,lt C*lll IIOl bt ....,. ... lhr ..... k bill 
~ Hen J'kW Manb.a1 ._ R~ .. ,...tr, 
.. ..... '" ... ..., deu. w. .. ....a. .... 
.... u.t .. ·-~ W'tGI .,.., • $ , ... 
.w ,. .,. ......,., w. - .. ,. ~ 
......... • • ...., be iD. • ,.. ,..,.. ., .., .. Ja ----"'Bioi\ M \o OW' "'*- ............. 1 *U oJl 
00 J'OUI H6T )ll.u UpiU 10 nport oa ·~,. 

Y~ HUT D,plct't r.port. WitH IliOn ~. 

how.wr, 1\ a lat.tr date. 'I1MI7 wUt tit ,......... tor 
a latat cblp\ft'. LlkewW ~from Lad"'-'IMdo • 
C!tl, l\lfOPI and t~ 

Howavu. old nttz Habet had a l't'POrl o1 con­
q~ In 111$, He b.ld Jllllll rt~ hota aa t iC• 

~Dalve \OW' ol JaJ)t.n l1ld (:111M. 

.. N J'OU knoW," ~ old Frila Haber, /'WI 
eN.)' _.tout C'Odlprtfton Ia --'4 mar1LN ari 1be 
o.poot aM AWN~~ .... U'ahed 
atu., Ind. tbt t.pei'W QlemkaJ _,.., .. 0"'*-' 
Brttat.. AD hi:'"" ~ - _, .,..... ,.. 
....-c-. .. ~ ~ ... ~ ..... .. ..-k• 
a ,.... whb t:t..e. ~ ..,...r..c •.....,. ......., 
... ~ Ill cuWo. ..neu. 

'1l would .- we caa ~ ll;arOpe. ...,_. 

w ~ • u pu rem wta acu.t «Tt aM 
cbemJcal lat,pon. and - .... .,.. tot .. 
UIM belftl, Tbt Untced SQr.. lot btl!n.t 
And tAtln-A.IMricaa pro«p«U art uc.Uea\. 
Orltlsl\ llmptrt t. d~bt:M. 

"Howev•, In Japan ao4 Chill& I ean .. W't J'OU 

,... q,o \aka lhe ~ •••1 tro111 an:t oompeWor. 
c::b1M a. Ua a 1\ak of dMoriUiiutloiL '~"ben t. 
..U,bllllbed t ooeteme"1 and OM alm,plr ~ wllb 
Wu Lonlt 01' Mti'ft ~ ,.... If • ,..,.. _..,.. 
.. .. c:w.a. .. 

KniW .,..,. putku1u' atwndoe wbte """- .._ 

~ ,n.ou • ...,.....,.. .... --.. 
...-ol ta ........ lbnU1 ...... ~~~~~. 
~ .. wt pRICIOAla. ,.,. .. - :: 
a lti'OGIN~,........... ~"' • 
~U:Nd .. pnCIIorlDI ... d-. f'etan. , 

'"'lbt ett.Jooalls'b ta Japao coetrol \be Aft¥¥ 
~w~ ........ IOli\M"'lliCe JD u.. "•""· AlMIIC .. ,.... 
late maal- tee:re'l n~tJocla1iltk IOdt'* ~ 'l'b«7 
an Wtli<Yttled Ia 8a:r Prot~r lla~· b06Jt 
on ""fbi Geo-polllk:t ot \be htU'k." Tile 

ol tbe t!tu.tUon make • J~ ·~-~· ~;,~~If'~ ~~bk, •VEN~4LLY. JAP4N 
4HGLI()..IA.XON POWIU roa 

n-. n.w eoaet~ 

Regraded Unclassified



• lllQUilL T o Th APO C ALY P8 1l 
<7 . .... ,_ .. , .............. ... dlltt.lllol ........... .... ~ .... 

_....,.._.,. • r '-t.a.. Az_, ~ ............ - .. trtc:kl "' 7 .... -........ ................ .,.it 
.......... n., ..... ~ .. --lttro. 
- ~ ., ... ftwot ~ .. tt.e CllloeM 

~ .... . ....,.. .. ........ .... ............ -- .. - ... _~ ,.,__, ___ ...._ 
--*-' ~ .. vuw ....... &eciMd. 
-o.r- ,. ........... .,.,.,.. ...... ...,. --

Du:f::lba't an., • u. .......,... .a.a, _, a.. 
.............. ,...., eoo_, ..... -"' ..... tuned ....., .. tft Mt Krwul Mil 

llliWtiltllilll ............. "'*' wUI.b:lll to ....., I'UtleD 
... COCM to UMir piMW Mel Mfp U..... lo thllt 
~ WI rtadl<td I W«!YtJft llrftlllm.l fw 
!be ..a 4)f q~~tlleUc flllf(JI(t:n Lfl 1M Til &Nt. .. 

014 h ltr ~~~"" liP 1\11 ru &..tern "1*1 010 • 
note or ootamld. H• .. kll-

"1 l t:h l)tiOIJIUOtll ltl tilt haN.It of our Am.u­
dot, Or, loll, In ToUo. Ht lt a vuy able man ud 
wUJ COOPII"II"' MIY with OW' IP,D'-. l oddf!fll1all7, 
~ J'a:...,_. Am\1 l!l Vfl7 m\ldl lll..,_t.td 11'1 Ckt­
mt ft WNIMI«U aftd IWie'l..hodt ol ~ wv, Ow 
mJUW)' nt.MIIM lhOI.ll4 .u.e M\lt'b ~ ~ 
'l'hlt lwtttl¥ ...-. up l.ht tt&~a~Uoe la Ada tt ttllt ...... 

Krv:pf .......................... w...,. ~ 
...... ~ .. JfljllaMII 1M a... .,......., 
.... "' ... ..,...,.,... .. tw .a- er- Ml plants 
.. HoUalld ... ..... ...,.,., ...... ... ..... Q> 

~ whll...., ........... .. bit 
.... ..... Kit ...... ..._,_,_., .... ... 
.,... ................ ., 0. Z..W...doa&l 
........ c..cn. Ct--'rdtt 
~, ............... ., ................ 

.._, W"ffh • ,...'*' tot 1 ......,. tr- IIIII ,._. 
~~ldlaltl.. 

Sdlm.lu ~ 
"'Htu PN,_. H..., ,., .. to. modNt Ia llkl _,. 

Uoll 01 IFft\Mtle "'~ ....... fLI.. to tPMiri of 
blt own lf'"l di«<t'tr)', 

"'I -.:1t1 'flNH1. how~•. lblt abortJ1 we ... w CIOO­

UOI 1ft IMttMUoMl HltfGCttl Car1el 1bllol11td7 dom­
INtlnM ll:.t IMOidiCtUtt t...,.Wbu.. CbU., the .., .. w, .eou."" of N\.N)C-. lt llt'Mdt wlllltla to 
('QIM IO term., Out \be AMericu (hlUf'Obtlma ate' 

ftahtiD.J u. \ll'lll.l tG Nft.Oh Ch.U .. , an,..._ tndot. 
'I'M)' C.MOt Wbt '*'-IUrt Wt ut Pft!PIU't'd ~J'I to 
"*t-.1) ""'~'" If u !Mint at~ OW' pr't(ll;lel .. ., .. 

"''h It .el"'ti&l '&Nit we t'M\101 U.. nRrocm tr.c1t 
beaU»~" U..t wW ._ ow cr-w.t IOUtCII ., F'nftMM 

lrOf &be ,....,.Uoa ., .,... dwlakal _.kda. W'f' 
UtWt l.blt • W Mw "- tr ,....., wflhlll a 
YW7 .... ,...,... 

act.ata .... ~ ... ~ JIM ,., • 
.................... ..W.He~ 

:::::.- llrW ... -- . a.... ....... ... 
"""n'm~~: Pf1I'CMd •• u kl * Ana7 ... ...w eo-.. 

1110ma "Gene.ral ¥Oft khltltbtr bllf lh *'** 
wt.ll bl lwld. We bl¥t Otllflllltd \be ' Webtwtn.. 
tll&ft'-thl Wtr Economy dlvWon, 1 hne u. boeot 
to bead ft. Jt m~.~~-t be eonchtewel In Htt"· It tnt.. 
na.u oUit't'n f<w a t1.11u.re arfU1', We h•v• tbe 
port al'ld tM:ntiJl of teetu.,... b)' the l••dlr..r ~~~ 
arid tsPt-111 Ott Oennal\f, 'l"h'- "' ot cow.., 11.,.. 

In the ''"*' *"" of ~nc:.:· 
Co&oncl TbomaJ ·~ minT q\lf'ldorv ,.... .. 

him.. The tndl.&rt('lal bu'ON ~.,...,.. v.,. ..u­
WSM. Tod.aJ, Coklnd ThoiiWII q, M.,_~ 
'l'boen.at at u.. bud ., Htu_.-, War ~ ....._ 
& .... ~t7 . .... pupQ ol Dubbw:a. 
Haller, SdmtJU. ud L 0. p.,..._ . 
,.,. ........ hbD wt\h Uldr IOirit ol ~ 
~ ... U.Qin ....... u..v ~ ._.. 
...... wtlldl ...... ~ ...,_,.. be .. ~ 
..., .... Uicall7 . .. ~,....... ..... ftftlpl• 
-. chtWcaJ ~ . ... ......,....,. 

.8vl ll'icb( ... ,...,.. .......... ...._ .... 
lbt Coloa.d -... M~ TbMa. _,. .,.. ....... 

ar...,. .... .....,...,. .. Ill ....... the world WWt 

lo be cilleoftttd a Gd ftW'htf"ttd. b1 t , G. ~ tt. 
Ina 1M Anl •lchl >'•1.1'1. N Old f'tlta Habu ..,.,_ 
Mve hPfftNd It "Ja. there it Much to.,. c1o11e be­
tore we are "'1¢1 f(w Tbe l.Mdu." AI \Mt t1mt. 
'!"tu'llm and Klrdort 1nd SU.Mtll 1nd olbm '"" 
-.uJ U1.lnk:ln.r ()I lbe NttoraUon of the Ho!Mnd­
lomo. 

ThAt ,-eu. In ltt5, tht ye•r of pe1c. .,.a. Mid 
db:l.rmamenc trMll-. A.U IUUet'• ~ "Wrbl 
lt&mpf," fi,_ IIW tht IIJht Of d4u'. II wu pubJbbtooll 
Ia llloUlkb and bid • .maU c:l.r'tlolllliOft. U .... ,.. 
prlftlf'd I J a.iA tn l.tl1, when U.. Nadt met at Ul«<r 
tint Coclcr-. In l'flotl'flftbua. &Od bed • ~'"* elf' 
culatioo. No:. bowe\1•. wnta ..n. INJ • .,,._ Dtr 
l\teluw 4ld biJ ...,. Pliblilhiftl. fkt ...... x..,r 
bfcoame ctalpubory ,..,..,., f ... fl'/'f!q ~,...., --In ttzs. the ~ ........ ,...,...... tWr .... 
&« ,.au. Vflil.t« 1ht ~ ol L 0" hrtle. _. 

"''t • ......., .... "'"..a 0...... ---.. 
en te .. ~ lnde .... a.. WUU.. .. ....._.. 

~ .. 0.. .... btlte ., ........ x..pr ... 

..u.-.u.. .... tiV ~ - ..,. 0 u .... a> 
,.. ,.__dl ....... ~ ., Uile ...... ..,.. 
bt. Hi~ wiD ......... a...oc. ......... ta 
-- ftelck. .................... ., - co.:. ..... ~ol...,...,...._ ....... _Citf'o 
IIJtl UMt Ill wtU PNIJt te Ule ao., ..._ • 

'l'bete W1ll Mllitb d~ Uld. lnaiO' q...UO.. 
.... whora ldlm.lta ... , ~ • bout 
politJer .. tilt ,.,..ldlftlilal ~. &tbmlta ~ 

lnitMI .. lite ......... .... ......... IMl .,_ 
........ '"" ~ atw. ............... ,., ... ----- .. ·---It .......... ,, . .......... ..,... ., .,.._,,._..,.... 
................ 11ft .. .,.. .. .. 0. ,., .. 
.. ....,.. .. ..... ...._. w • ..,..... "" .. ,.,. 
ftra. ••rr Sthda. ~ u.. ...,,... ,., tt ..._... 
I'JnC .. ..,._, ill~! .., . ... I• aU ...,..,..... .. "' .. ............... 

o.:... ................ --r ........ ... 
dliW"s ,., ,. ,..,_. - . ,...,. .......... .._. 

Hlllw '--- ,.._ ,.,..,1 l. 0. ,.,._ ..._. ... -

Regraded Unclassified
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IIQU I L To Tlu APOCALYl'SI a 
..... ,. Ootrlaa .. ttM .. _., ....... .... 
,_ JkD .. ,.....,..._tor ...a ww. N .. .. 
_,. or lbt w..t.u .....,. ...._ ._ .au .., ...._.., IM&al...,... .... ....,~ ~rv 
lilebilll,.......bdllada..~- ............ 
bi~Jhdww~ 

~~oc~wnw. otbe L G.,....,_. ... .,... M4 • IMf·· 
f\11 of twi)ONIIbllJt.J. Xu\ Krto~HIII. .. ., ci11a1nBu 
of: UMi 8ou4 ot I IU'bta, .. a..n..1 C~r t iM' 

the 0trman Chemical IIICIIII~, lhot kt7 .... 11'1 wv 
prod.ud:loa. PNf1'MOr &-. toi'IOUIH hl1ttn mall. 
wa. pt.eed Jtt, t:blllto ol .,..r ~Mt.al Dtoel\lnkoO, O~b­
tn ~ tet.ttertd tar t.nd Wide In to•~n'IIMn\ Mrvlc.. 
Scb.mit1 wq Dftuett 1he PM' of Mtnkt.er 111\n ,... 
etr~tl1 and rel\aHd 11. Wllb hb uttn tMrmou 
orptliU.tiOft lear.d 10 \0\ll w., and whh \he C:ODo 

t.:roJ of au ~Ual dtJIU\mtfiW of "" Wu ICioOCMII.J 
tn ibt bud~ ot 1. o . rart~et~, Sc:bmua " ••• ,..,. 
trdl ~ ot the C.bi.Ml., ,...., .. .., ..u ,... 
~t)' bl e'ftlrt ol aooVIH o.nn.. dd"\. 

Poor- old rrtu Raber, rellnd ...,_ Htu• CUM: 

lft. 4Jeo4 lA lth. 'f'tre4 Gld Xu1 owa.c .... tiM 
-.me Ff!U', I.D tttf, oW Jta11 .... floUowt4 ~ 
to ttw .,..... ,.,..,. .w ..,.._.. .... na 
l'l'Dk , ± ......, • ~ • u '""" Jot 
.. ~ .....w WU', ow- .......... , u ... 
to .. a. ........ IM~*-7..S. -n. t.nallli ., ........... "" "* ............ 
..... Uld-~ ........ ,_. OdMII7. 
~ 1bblr md. ........ Ole~--
- 1011GP' _.; wM .,.. ............... u.. 
Toc.1 Wcl-\d Wll. 

• 

Regraded Unclassified



" IUERO I . G., IIRLIH HW7" 

M
A}( ILGNU fli 1M ~ ol ,..,_.. 
~eiLO ,....._t.o-..,aM 
"' DitCrtdt A. .... tl: ol ~ A..­

• n11t carp. Ia X.. Y.._ Bt It .- lleed et L 0. 
,.,....., .,... IV7 .,... u.Uoa IUid bt- .. bOWa .. 
1M PIJ"'I&MM' ot Hut .......,.,., propaptllb Ulod 
•llelfrCe ll(f'nW lD OOWIUI'I• all 0\ftr tbe world, 

OlkJaU7 I&U np., ill I dlrtd« of &bl c.otrwJ 
P'tMac!l Admtl:lidraUu ol L 0. l"aa1::to del 11M 
DN&Id'M r 1 * nt lbl taandal ~ 
., ....... .,.,.... .. ..,. world. 

lf,per tt a - ., la111'11ML ~ ldl ~ JUt 
._.. ............................ .,_,. Hat ........... ~" ........... ~ .... 
laU..GermaD~ «'G..,. 

'J'be ln&Ddal bllldQ'u.art«rt ot L 0, rut>om ..,.. 
tiOIIMd ill (be buildi"' •t 12 Val(lor deo lAtldta, OM 
ol 1M r'e!DOddecl IH.tUIM Of HWf!l"'l N~U p)W 

... tMiuDd1ac B«tta. It .. :loC!at.ed ...... .. 
,.,..... --.,. IIIMIIIIM .U 11M II .... ol u ---eat ....... _.. ..,....._ -..-.ftf, .. ....._. ..... 
, ....,...,. ., eltlc• ...... -- r..n...,, .. 
... ,.. II -~ .. -~11 ... HN I, Q,. a.tta. 
HW?,• 'l"'lb .. U.. ,.UUMI fllt.Uqii.&Nrt 11 I, Q, 

hr"-. pnsWM l'l'tr 117 Mu: tiPtr lt..I.IIIMU. 

....,_ -- ... .._. , .. '­

... L 0. ,...,_,, ' 1 .W. .,__....., ... 

,.._, - • ...... u ... ., .....,... Ow., .... 

,.,ns. ....,. ,,_,.., •. •·~ l fltlt c.rv-.,. 

poiot ..-. ~_... or kJdurd out. 

1-ne beton .... ~ Cbat c-. .. 
J.a.- ..... ..a. ...... .a.bonlllld ............ -:. 
...__.,. te tbeO..... ~oeo. .... 0... 
mu War Wiftlltr7, 

Atltr ltlS, th4 orlfUlutlon wu reorp.Abfd 1M .,..u, eruatced. ~. "Bueto I. 0 ." ~ 
IJimuh:aneoulllr lo .. '"A•.,..,.b•M+·ml"'--,... 
tip Coa:lmu'OtOG'CI lftd tht "'AIMI~ .... 
doQ'"-the Fotdp Orpaiaa~ ..n., at • 
M'ui Part7-

Sb!lu npor411 .......... to "-'P ~ .. 
•M•C"'P'II .._ .... "*11 Wv K1rB111ri. ... 
aut. but aot ._., .. 1114 ~del ~­
Hitlef'• ~ oec.. 

Abroad tlM .. ,.,.._ ot the Had ParlJ wort .. 11 

t10111 ~ wtlh t. a. ~·· ...... "' 
Paro *1-ft" ..,. •=•1111 1 t ol tM ~ MMI 
~&Dd......W..-w.'Jht~ ....... 
• ._ill w.w Waw1. ...._ ~nm:,.. ,..._.., 
~ Jlo7.Jf4. alltlu7 ......... ·~ " .. o.r...a ......... ... CIMIIIIIIatNd· ,,_.. 
:~aed....._ot..,_,. ... ,.,. 

Af!tO,W Of U.. Nul Forflp Coo:oerct ud,.,.... 
Ora•ntu.tloo wU.\1 wtre •• afl'<wded ~ eo llllllo 
Mill Ud K~DI'Ialllje W~Uoo Dot •••Jl•tw "' .. 
tuditiocWl7 oan'OW llaf .. ot &be dlpkiUUo • ..., ................................ ~ 
trade ~u.. ... too ' .... ,., ,..., 
,..._..,. n-. ... ..-. ... .,.to 
ntbeD'S • Jfq ............. tr ..... ...--------­...cbodl llld .. ........ tNdDNI .... 

1bla I 'IUt M'IOUIDl ()I rHl to.ide Lnlol"fMtllli • 

eo Pt'Oif~ Cllll*ftl', eco!NIIllk NICKI""' tOtW 
C!OI!MifUON, ~ Mel otba' yu.aJ fldOI'I l.n loCJI 
war lowed ~ fr'OIII, ma117 utioN: eo .. ...,. 
l o .. k1JA. JrfW'7" ........ tbe ,...,. ,.,...., ... 
... tbe arlJ ,..,. of 11111!11tl...-rfaft, 

1'be: OCbtr ..... ......,.. l 0. .... .. 
;c Pnde. Pltlb Othm·wr aod .-...... 
lloaadted .u Ut.a\ ... Hot Ill • end~ • ~ 
.. hPen anct ao,.ld to u. 4n& w .. w .,.,, • 
b.u bMo rt~~Wktel Wt naner 11 smart. 

Lool'll belore UIUer, ~ _.., attte,ct7 pellofU'IdN 
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... .... . ta..r ........ .. ......... .. ... ... ,., ....., .w&at7'..,........ a1,p:l be -...,... 1t_,r' a-. • U4M1"1 a tltlllloo 0111 .. 

-- ., JU&kr't YkW7 .. ~ )10111. Ia b& ~ 
MlD~cb.l.r.tL G.~ Dill« reedit, 
un ..... o.....~ota.ttt&t. na-4 
.,._ • k Mt41 1o0 Will lit a cto- ..odate. .,. 
A.lfi'M Hue~ wtt. WN .tie ~ becw.to 
tbe klci!UVMl lil'- and ..,. l'la&.l Ptll" In M~o~aldl. 

HU.tl'lbtrs a..w on 10 •• ol lllc aii0Df'1 thllt 
Noafd tbrouc'l t.• 11111141 aDd he WOUlld up o~ 
UFA. l.h4 bll Oemun r110VIe toiiii*I'J', ALA. a docol.­
unt publltllt ~anluU.oo, and he Ucf CIOOtrol ot 
loha lkrUn Plilbll~Jnc llrm of Aufi'Jl Scbt'rl. He 1aw 
\he Hull frH hoii'WIOI.IY lor UW:Ir MW~I"S ta \M 
..,,,, Cla.yJI, lAter, M hid to kLrO Oftl' !101M real ... ..,. 

A#f!l &alll&AI -. Hll!tMbr.ra. Ucnu tummooed bit 
~- trwl"-4bto brltbl ~ IDb Wbo .,.. "' 
ca.MI .... AMon!~ Uw. .... Dr. ~. Dr. 
P'MftH, F'h.M·~ and Mal'lo .,........ 

TNt-a WfH ~ oC ...,.... copllft ot "'Kda 
~ b'tiiC ........... 1'be ........ V\dl- ..... .... 

chftd .. ..,.. ... """""' 
Bat II ..-.. Nu 1io. .-.&1 ... ,.. _ _,., ... _..... 
.... lleMor. 

"''t's 0.. " ....... lhlec ....... - f'ad. au:t 
It .. JW11 ~&7 ...,.., tft ...t1.. Tbe JUO bas a 
1....,1.tt.la dw.t •• In .;u, wbt we- 'WOUld lDte co 
'"6oM HI IMIN te be U)e ...... llaft bfto wa11,. 
U,. lor U IM'I lOt ...., braiN at all, ,.. cu ,.. 
h.iaa. K.., thAI HJtltt ,...,. mud!. Ln. mind. .. 

h II I INICfP t f IIJ11Lor1 MW Ulat llltJ~r eo.J4 

.M:ar.:"-1.1 lwlln~d "::. 111M IIKil Wllltl u.t. ·~ 
to.r• •••• dlfMkl l lrlbl ...._ a•ne4 .. Jllftlllt*\1' 
hJ.m whit lM ft.MJI llllf-lllu~ u• , ... .,.PII._ ._,. 
Yltl t•U.II, 

But Ullin hlll:ll'l't tMn ·~ J'tl. Maa ttp,e, 
wu Jllll tN<clnD.II'IIIII ltl).l, After ol.cllt&l'l DU.bbera 
dJtclln SUJ. tbt ,..trt.lfiiQII.n.lkiMoe U..t ~ 
• pollq' (II t:~o WN remo'fllltd. Dcaer .. ., 
:· .. -:.,.. or t.. .. hJ. GW.. A.lld be' W .. fftltQI 

Noc lhlt Mu llcDtr ,., CMtt atld GUt ...._ s. 
bad bM:e ......... t.ra1.ti.M .. the...., ol ~ 
u-. .................... ........... ..................... ·~ 
~. ~ ""- ., ..... Pf"ttlll ,0.0 .. 

Ulllllallr ~ t. 0 ,....._ Ia ~ .we._ NOI1h aD4 
lou\b ~ DIMr ...... w. <OGillllfDaod • n.l 
.,..,.:t ., ...,..... ~ ....... - ldlal 
POIIIdaa ........ 1b1 ,.,...._ fOr Cbe Mad poUsl;. 
cal ................ __....,.lbnla4. 

HIOM r.llNcl ~wv u.., t.e woWd -­
alii&- 10 ftn7 Oft • Stbout Fatbn. Oft' 1'\M!brer bt 
U...da71 .... ln a t\111.,. .._.._ot~ v~ 
.. loiQIOOI ot ....,..., o.o.rtl Hl..\ilbofi iDCl 
poptlltleal kltoloo. lUt&n- wu toiU~~ m..: 

DIDN'T COI-41 TO DINNtl 

ru Ne.....r.tt. '~ ,._.,....n e1 Mu 
..... ..,..,.,. el ' · o. ,., ..... .....,. ... .. ..... ,..,...,..,~ ........ ... ................... ...., ... ,.. ,. .. . 
WWiittoM , ... ,.. ~ el ' · o. ,.,...,, ,... ,..4 .. ,.. ... tit _ ,. .,.......... 

Row s:n.at1.1 w~ att 0... lD a. CWII\171 

Bow tu.ft7 ol ·~ an ~ftC'!r r.n, bow mao,r 
trveka, how tl\aftJ' W.l 
COUotr~ ot orlC'Df 
Whit makttf 
Art ibett 1"'7 autcmablle ,.cwn.. lo lbe tov.N.rJ1 

How lriU7 repa.lt lbotllf 
How Ia ....,olloe dWibu'* orp llbedl 
How man.1 taU tLatlol»t 
Orptdl«t bJ:r what ~l 
Alto tlu: IlPf::r .... lftl'b _... eobwt IDOY• 

.,., & lftlt out • ~ uu W»-
How lUlU' lnO'I'ie ~:wn .,. ._. .._ .. ......ar?l 
S.C...., of ..,... .,.. .. ... w... .... ..a.wz. 

..... llllll le "- ...n ct&ill ... ~f 
Mto .. _.-taiM~ 

WUtla tbdr .... tblc ~ 
Wba't ....... ..,...,.·.~, 
Wbo .,.. the thtater ..........., 

Are ~ toftipen - Dl.u..T 
Wbat l.1ms.,. .., .. , 
Cot.m-tJT ot ..-lela ot a.. .._, 
What 11 the r.eet~oo oC IDO"'torotn toe atr.­

AIJNT 
S ltn.llar q\I!NUonaaJm 101.1•1U WonN1t106 • l:lou.t 

Nd.lo fadUU.. Protf'UDio ewatnfltp, OUicn wtm\M 
to 1taow !about fMIWIP&'*'- Ja Dct. llll.r. wu lltU• 
that Mu t~~Mr'• "8~ I. 0." dJclo't want • ktiOW. 
HU cwiOIIt:r ml.lll\ bave ..-.4 lrun4lbl•. 

W11b thla Wonn&tiOII-Uittd. IlCr*' u4 hll bniJt. 
tnalt were f"Md::r tor prop!lll. OCI I _ ,, 1M ._...14 
bad DO& )'Ill •JCP1riiii!N6. U\lr"'llJ IIAUIJoM; ef dol­
tan to adftl'Uit L 0 . ,..,.,... ~rr Aa!Pl­
dA, Ll:lmtaal. Sal-..nG .. ...., .u..- _,.. 
Jl*ll 1c rMJo 1\tdoaa ... ......,... ~ 
tbe WCid4. • 

~ I«\\OI!!ll ...... ... ..., ............ 

...... for ()erma~~ .. J ............ n.--.. "' 
It IbM IPidall:r fl..,.. ............ - .......,... 
pub1..il8tn -.re -- ,..,... .....,..u.4 ,...,.., fa 
mall7 ~ ~lblc • •••11tn ..S ...,... _.... 
wtl.lbll to r.enY Ka.d ~ ..,.. ....,. altft b:r 
"Duuro L G .... 

Howlfll',n.tr ... I W..,..._..pa d h 
AIW sebach\ ta!U&Wd MIW ...... boa oc-q 
aDd Bllla' ,.. ()enUa .... nc-'• CIOCl-.1 ... 
fot't'lp.~~~·ba...,.,.... ... 
carM 11M N&l M)QI"Ct: ol folk to ...... 1hd ..... 
'f'tf'll,w orptll&ltiOu. 
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1a .-n. ..... L 0. f'utldl' a cndlll .... low, aaklae aaMOa. 

......... - ,....._. ......... IJcNr ~ DktaSDr ......... a--.. .. ....... b:\aa" ,.. ... nee.,.....,..,_...,. u.,... sates,..... ..... llcllft ........ hu. ....._ ... ~., 

..-... It 11n1 a ....... •tWtJo trNiilftl ~ ~ 
4oUan te dw L 0. CIMWe., S. .. bu~ w lbe Mu: a.ra ....a ~ -. ._ ............... 
two 1.. 0 . ,..,._ ......._, =-::!: .. ::::!; Ia. 1M ....,.s,..., et ...,. c::tru War ......., ..._ 
.... S. ..., ..... ,.,.. MU bue:. 5«rnno a., _ ......._... , .......... a.-... 
trMs. Kad tvMt .,..... ... , .. apoc. *'*'' • lalnd b7 &bt ~ a. •• • .. .,.. tC ~ 

lduatta ... n..., ......,.. up on tbe Holla:DII eucukd w MD ..,.,_ .,. .. II\ ll:ldrid .. ~ 
tloldJnt ~ ,.,. ~~ lllf!l)ec1ed 10 wttb lb. Lo7&tw. ud. llt'ftlllllld ... - ~ ., 
t.nNfer •r11 tf!Oilab Uldr USA llOdl h<l~ t;: 8an.fte SUO. rot a ~ ~ ~ "r 
Hollafld 10 lwi\Mfltnd lido,.. lba XUI Lo ... _ 1JM r.ciiU. 
Prfl:ldH!t o1lht u·nt~ Ita* frOM Ovtcb ...n. aAd. 
UIIJ plpeUn. wu ~locked. 'l'tle ooa ~Cb Swtts. 
" ''od DOtltJftu.fld 14 OJ!d'lt., 

1JI punuant'Of Gt t.ht Dul.tbttl polk)' ot .cooomk 
Pftlellldofl bttort DIJII"-r"J eonquftt, Dcoer t!Oftteft­

tntcd o" U.a demor.lt.uUoD ot Jhli'OPt • • prlm.af7 
ttd W~Gtr tilt Hula. 

J. o. WN &1.rM41 to • Wor\1: po~[tloa iA 
MICUill ~lllil!l, lo~'l. ud 

~ ........... Du1dl ·~-. 
J*l"t,kulat)f Va.n. ~ ~ o( 

~ t.w.nwr.-u.oat ~ 01 o.-.c.. 
aut .. .... nc-r"• ..,. .. ...u P'l'tllft .8entll.nl ., u,.,...-.... ........... 1'a.riata ~ 

n,_ lwod cul\1.,...., a. 111«1 'nfuee ol. PliJx,r ......,... ,.caw ... ....u,. .. ,_. ,....._..,. 
towwt .. Pill C..lhlrs...e.A•'' adoA OIIke 
......... w. ............. ...... 

'JlM l'rtaft .... ............ Md IO&cnatloaal 
Nllli.loaoL 'l'bl ...,._ Oil ........ L o.• oa otbtr 
~ .. ""' . ... ballidt., ..... k«P' M!C7d &oaa him. 

AtfM Pri~ 8Hftheld ~ ... ,.,.. ao ~ 
lllll&oa. ht&r.. 10 the *""" Of Hol].aQd, bit ... 
....,t ~ Jtot~ to W'Ot'lt tor eoe 0( 1he L 0 . 7arbea 
hol41111 *GPIIIhl. llptr'a ldfa wu that ooce tk 
70WIC Prlnel bad MIQ\dr.d 1 lmow~ Of poUUc:t. 
be would becloll'le lllluHIU.I lO ,tbe Dulcb 10•~ 
IIIHI~ tnd could bt IIIIIHI'I«d trom tbe P'Wbm bud· 
Q\l&rten In &1'1.111. ll •• I)O.t Mu Ilaxltr't fault 
\hat PnN:• Btrnbut bec~t.mt 1 lo,_. prolqon.t.c ot 
tbe Dutdl &Ott hY mam.,. 1o t.be Pri.Atlfa Dcner 
had done hit bwt. 

L G . f'utltn .. tiCif'•ntiUve Ia P•rit wq WIUI. 
bald P...,.._..... borotbn ol M1rt., OQe of hlllft"• 
bnla tnltt lft .. ~ I 0 , .. OM e1 W....,., ,,. .,.... ~ .,.~ .... ,.. ,....., ... ., 
,,.,.,_ 1e¥el ._. ,..,~.,,. ...,AMI tw I. o. ,-......_ 
~,&he ,...,. bdoN d» ....,.. .... ...... 

IA9N NC'IIlll* ...... '- W dlolllll( UtUt • ~ 
ill the WQ ., ...... .....- ... L 0. ,..,..._ ~. 
t.na ... u.. ...................... rr-ca FIIIJI, 

~ ..................... rr...dt CIOrl:1epe .., 
.......w.L ... ..., . ... ttl an ., 
~ .. '*"-"........_.a- aw oot"UpaUtiD .. ...._ 
....,. L o.· ...... a .... bl..., ill SptJo .-. 

l:ltlGf'e ... tutbtMir "' - ......... c::t..u w.... a... 
-- ldlmlta ........ u.. ,..,.,.. ~ltd latft... 
... ,-.., Nletano c.rw.w aGI'IIIrtd C'Otltrol ot u.. 
Sp&af.tib tlftroctl\ .... hl;a. U»>oet.... ~ 
ltnl;pP .., wwltlft.l tlon,pld.e N .h.rtft 1o Be-lli 

,.... ... _., u 0 1 
...... ,..,.,.. .. .... 

~..,..... ....... ,_,_.,,.. ...... .... 
.. eorpoa •U. ......._. _. .__..,. ..._.. 
wfO.II ,._.,. t ......... .........._ -- .. 

Nul-.... ol XWope ....... 

ll&na' 4--.ct .. ..,_ a-or .. a-ll ... 
ootr recet17 a.r..... .,.... ....,_ted t17 -.. 
JDac Cuol ............ ., .... ....... 
l'ortiea au.u.t.er 'nh•)Mft .................. lllftiii..JIIill. 
L G. ,..,_.., ..... __.. .. .._....._.,_ 
W.t.lft"'a •Jd.Jen am...._ 

ens.·r. o. hrbte OOmD111!17 aa.o ......_.. ttw-.... 
11aUon of tho J'tAh Col._. "'\1._..,- .. T.­
Sbvtl aM wu J.m~ bl 1lw ~- tl 
1CJ.ot Aluaaclor ln lbr.ll._ lD lth. Antoll ,..,... 
lidt., OI'Nent puPIJel ....,., .... ol H~ CnMdla. 
wu dw'lecl wUb,..... v em-, w a. t u.. 
lie Sed to Mu.ollAt tor_,._....._.._~ 
-.cht bilL 'hclq M a. ~ bl b8JII _.. 
Pra!:der ol • P'U!PIIM MtL 1 S. ..,.. • liiU D ..... 
pqroU (or III&Q)' , ...... 

1be •Arrow CroM"' ~ ta H-..r7, ee ~ 
li:QpaGH~, tbeatal'ltl ......... 1 . ........ 

~lOr BltW"• ......... "' a-tlllc..., 
Uld~~ . ....... CI"'II ...... fll .. 
-..... La .. a.ru.. ..,,. 

Mu: naa.n. ant ......... - .. be ........ 
w-...~~ee· •• • .._.._,........,...., 
btea ~ ......... - ,.., tlladl: • tiJ1,. 
.._.,,tii 1M~OILO. .......... __ 

~~-~ ....... .. _____ ... ..-
rdber.qa~ .............. .,....,.,.. .... 

tbt 09tt11q oC Worll& Wv D • ~-I. :: 
Tblt ... ~a- .-.am'• 

•title behLnd u.. &llltiP'- ,_, ., ~ God"' 
lnL Ute~ ot ~ J'9w' Y.-r PitA for total ...,· 

IH THI LAIOUTOaY 

._ .............. _ ,, ... -. ... 
......... ~- • ·o-.u... Aft 4, ..._.I 

• ................... ---· .,_.... .. G.,.. 

-· ............ ... .., '· o .. ,., ... ..., • ...,_,.. ...,.,...,.,,.., 
Cl1AP'1'ER vm 

• 
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\ 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



AMERICA FINANCES THE CHEMICAL TRUST 

,,_, •U ,.,.. Ju war fl,...,..lte<fl A, .. ,_ lw 
I • 

,.. ~ ,_.,- wk Ml4 o...,.. "----"--•w. ....... .. .,. 
Ww • · . . 

LD KARL OUISBIRO'S lui word to the en• 

0 Vlt)'f ot 1. (l Fal'bftl bHQrt, UM!:J' kft foe Ult 
Vnll(od S'-tN,ln 1120 Wll Vial Ult )' mt,U.t lboVt 

aUt.~~ 

Un.l\td 8111._ waa to be 1uecl both to "'rrllib ..._ 
tn.Dim.lt L 0 . ~ 1Widl to •••1'7 oor,. tC ._ 
aloobe. • 

~ W&nlofd 1bt J'OWII ..... orpalled bT 
II..,_ Scbm1ta: aDd Xu llcDet, Ulat lb. Ua!ttd 
..... .... DOt _..,., ... &Ut ..eo. llltftl] to 

aow.... 1be oM. tMiberw Dttcte•t bt,·v. .... 

riecl. ~ tbroqb ~ ........ -... 
tonMd. 'bt 0 ..... ...,.. .... "'rl-~ ... 
tk ..... ., ....... DcMr • 

......,. ...ad oot --': ta tM U ..... Stata 

' · G. ,.,._., ...... ..,. ..u ... ,...., ,. ,.. 
- .. .,., fw citll.....wp. ,...., ......... ,. ... 
..wh4 .....,.,.. ,. ,_,., ............ citdM. 

.. u.. ~ ..,., IIWd ........ AmetkaDI Ull\ 
11w OftWWII people _,.. ~ ~ biii!M fOr lbe Wor ld 
War, na., had bttC1 ttrrlbJr d«!aived and milled 
t.1 tM K:a.!Mr 1.t1d lhelwtk .... ,.,, • .,au cb•Qitd 
M'w, TMt. wu .... Oenn.ay....e demoeNUc Gu­
... 11.)'. '"'-~ peop .. had t&nlotd tbrlr t:reedoal 
&be hard wtr. 

1'114 L 0 . l"ar'- ArC111 ...... ._ oct a.ea.­
.U.a ............. ftblliOt ~ • ...,...... t1 lbr t. 0 . 
rut..~ ...... .... ,..,., ,..._ 

""!'0. .. it lac!1zied ...... d ~I lAC .. WVD 

,... ..... Wac Jlllpatt.t, "*•.,.. ~ ~ ...,, •• IN.,._ W. at,_....,_.. we cu. mow 

.. ~ Tile 1M waa .... -.... c1o .. to C'OD• 

IOikllo\f lk ebemkaJ lDciiiiVJ ot o.nn.a,. lltto .. 
lndr.atl~ u.n.Jt,. Mtt..nwhUt-, 101o1r d\lt;r II to NtaNbh 
JOW'If!U 11:1 Americs &OWud.t lht dl7 wbta 1'0U WUJ 
be~" 

ll--.na Sttu:n:ltt hid 1101bl"f to ., at tw. fot. 
.... -u.. at tbt "-1caa .... ,.. . , .. the Old 
- .t L 0. l'arbeQ. ' 

la ..... te IDitl I ........ ... IMired Ute 
~ ..-r.tbt v..u.. ... ~...,. .. 
~ la 1be Utllted sc..._ O.t ......... '-fuJ. aaw.._.ta: 
~ lhrwcts ),tn n,.. Uld 70W' t.a.ltracttoD.t 

WUI .. forwa.nhd. Doo't WWT7 1o0o l'ltu.th about tlM 
ew man•• wat'ftlnp. Wt will haacUt btm. Ancs '*"• mm be hunlecl beau. wt Mtd moaey.•• 

fltn~~._.. St .... u.. t.llr-.•a·N•t w. Clt.reu ••• 
ft rl et •e. c.••ktl.a U.at ... II ., Uta ... .,. Ia 0. 
WN W la Ia tilt tr~ S&a'-., H., .W k n.. ... 
.... ..,,., .... lltlld .... ~ ........ ...... 

,... ....,... ., .. VliiW ............ ...,., 
,......... .. lnl. ........... ,.. ... -... v-.,·, .. ---. .... ....... .. 
uw. ....,. Waskww r.J.t .uptl7 ......... ., ..... 
PIU"'ottc ~ aad JlreM!oo e1wtn.1 Ule .. . 

..\.~Mt!c. lYd ..,._ h4 to UMI b&letd ....... tf 
lleriAft and ~ ud, ~ the momtot ot 111., 
prome .tfort, t.be wv endo4. MWJol'll. 1.1~ 11, 
11te wv, U\v belQa IC!U'ed to 4Mt.b, bid a._.,., 
hllvh\1 bMo Itt do.-n, 'lbl7 loO!ttd ..._ et.JI 
the \lUI ......... t:ta1rW:a&. aod tbe ...... ., 
.... .. '-"W IUtlald GUt u:adet ~bola., .we. .......... be..,..,.., 

A...ta. • .._ # tty "'PUClteW .,....., 
WU... ... W. &..,_ ot Kt.uoa. ,.....,._ ...... 
tna-.worWaodpacc ''nc..,, ~..-... 
lilde, UM7 f'IIA1W .. the luld\7 ol ........... "kl 
to NOf'm&k7."' 

,..,. •ltded w.n. G&m&Utl Han!Jq 10 lilt 
Prtikltftq bec&IAM be ~ &om, I •111 to.. 
trwlt ~ t;rpbl A.n:wlrlct.A who lu)tw IIOIWftr, 
Uld want.td to bow DOthlq abCMit mo.. ,.,..,_. .......... 

ftJI .__.... 1o cbe tJDJW a .... ...,. .. .,.. 
-... to UM J'OIUGC -.a. ot J. 0. rut.. 'ftot ~ 
leu. .-ue a..d b-. led to ~ \MI 0... ... a--.-.....ora.rll:o,,...,...._,~ 
aadlllil......... • 

Now u,q .....,. toW ltl.lt U... .,.... "•tnc:lr'" 
nann. ~ to IDIIpjn ba.... 1'bdr ,..­
wt.eo tht7 ~t.ftd -va, wtll•IPOiltct. ,.... 
ml.nMrtd o.n.a.. .n.t t:t:~t: war, WN S. tiMP Ul .. 

to tht.IT boctom1, 0..0. du:rlnl tbt tw•Utt. ~ 
Ammea"' cot lllold at 1MIIIa C*IIM .. U'nda ~kck 
tra Europe., ..,. oo ....,. Ya3 to beoolatna IMrOII> 

O:luot YOII Luc:b., ~ Ill UM Glmlli 
,....,. .... 1folt" .... ..u.: • a.,.. ~ 

... t .... ,.-.~ ............ ,... ....... 

,... ....... POIIC)' .................. tow ot 
I. 0~ ,.,._... ~ww. &rtMdaJ .,...._ n. 

"'--- .............. the ........ . ,..._ 
., 0.... ......... .lido ct. m.u.d .. .. 

v .. lAadtaar ...... .. - . ........... ,.,., 
Aaec1cl.. ...,.. .... It llilbb' ........... ..., 
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DIVIDES AND lULlS IN THI U. S. 

. . 

&ttlml\a bold 1 bealtb7 rHI)etll tor the 
li\IN of A&Mrice. Zvlft UM powttf\IJ 

.,. • t.nut ewJ4 not. .t6wd ~ prtdpl\lt. • 
wltll Utllle J)O'Ited\&1 oorponUou. 
..... , ~Uoa aDd. Alllld (:lb._ ... , 

... ldu.b J.mpedial ~ ~ 

... ...,. ~ ttroaC ......... to 
...,...,. l. o. hrbee'l ~ ... 

--~tol-.o6i\IU.t 
W'U'd.tMMl poliUcl;q '-- qo 

""' can't t.IQ 'tlllt jo1A •-.'" A.od 
ftome 01'1 U• we)' to world OODQ\Itlt PIU 

PG1k7 of .. Otvlde and,aw...•• 

••• old porlndpk of ootoriovf .,_,. w .. 
•PS~Ut•W• to I'Ubea"a podtMD Ut. U.. VDIMo 
•WV~c lht ,.... before Ulot 011'*"'-k. 01 
Wtt U • 

SdliUr w two ll.l!)leehw ..... .......... 
.... .w.tc:a. ,.. ant ......... .. ..,.,. 
0( DI&Proat ... AWid a-ka~ .... 6ow'4dp ..,..... 

~ -ooed ,... • ...,.. lD the v.u.s ............ 

'~bet UUtll for 1 .. ~,, ..,......._t• 'tt'Ub 

Du .. M. L 0 . "'"*' Jw14 fiWds _, -.r a. ~ 
ku Aflfla 1ft t.ft U<lbaA~e Ol "'*11 uc1 totormaUoa. 

1\ut ••• &Ito • ~' " dmt· nct'rl oo • 4J¥Woa « IIIUktu 1ft Ol.bw ,.,. ell ._, wor'\4. ~ 

IIPMl.Lftc. UM Idea ol L O. """"- wu 
hlot1t .. nport ot ........ ........... 

.... lNtr.a ......... 4J-. I t ..... tiiM. 
~ • 1lrp ..,.. ..... lluDI; ., ... 

~ Aal:l ... d)oa 'The UaiW &\I.W .ubt 

,... u..lty .......... -..~ . .. , .......... .,·..., ,.... 
__ 011,. ... ,..... .... ,...,. _ _ __ ....,,,.._._,,_ .. 
-..,.. 

.., tblorMcl -~ 0( tbt • .,. ~ ud 
o&Mt proctuet, ot 0\&Poot Md AJJkrd Qlcm.lml. 

Amcricm bud~ ln,.,rllll were perftdl)' wtulnf 
to .void 1 muw .. IIJ rutr.ou. ~ wa.r wllh 
the Gertllolfll. ronowiJ\a IIOWld buel.nal prKUoti, tt 
wu fd' ~ ...,. room for tl& aod prod~Xlloa cttlo 
clcDc:1 would .......... the ll¥ftlbla.l marb\1 ., 

the vadoout ~ ..... 

... .-. u.1it ...... Ill .._ L 0. hftea ..... II& 

aiL Bel""• UJt, t. 0. PV"'- --. t.'T I ......, .... ~ .. lldt...,....... ..... ._...... ... ~ .............. ....- .... ........ 
... ~w.. .,..,...",. _....._ "' ... ll' ..... ...... 

SC:hll\lt& opened 1\11 t~amp&lp •catnn U. Unlw.t 
Stlta in UM ••port Udcl 1ft th1 Ft.r Eyt.. h will 
bt nalled •ld :t'rlt& U1btr went 10 Tollkl In ll14 
and mlt:Lated u f.IJ"''ftMDl wnb u. J•PL H• kl'l 
\be 'DIC:IOl1atiiON .. the bUidt 01 1he GeniPa ...... 

l t ooool)r, SoU. 
l'otk:IWtltl: lllbll', 0...... I , I ·, . , ~ 

Mid Du"W.._... .I.,..m-.,..., 
"'" -=onted 1 J1o11rV ~ AI lid Pma S. 
btr w npcw1ed,. cbt 1 .. _.. .... and .... 

tM Genua heJp. 

ltl 182&. lbl I1.P6'*1 ~l .tJMd I tonuJ 
qreement wtlb 1, 0 . ,..,bHI undu W'hlcb I'~ 

wu to tall, ovtr lh• IIPIJMIM cbemleal illdUI\IJ' 1114 
\nln 1be J~o .. lo U.. man.W.Cture oC up\olrl,., 
vnu.euc:.. utbt ~ lnd other wv P4 t:IV'II 
maWW. ....,.. 1u wu lad.W aa tWa ..,..... 

.-t ......... l ... lNt.tM ...... ~ 
0... ,&aat a( ow-.. ~ f'HI.-n. ..... "'--

---- - &a.. ...... tn-., ...... .-. .... 
a GeniP dtld ....... ..._. W L 0. ......... 
D-....,. ........ L 0. hr~ ~ 0. ._.,T 
• ..... &U4 J• ......... IMt ................ 
HI WU',.u..a U.. CIIW H...._,-., - .. ~ .......... ,.. 

M • &HtiiN of aml\1 Mel ~. o14 rrtt& 
H~ btfOrt a .. vina: JIP&Ilo J~«~MDW \be Japo 
..., ~ Ol ldu~UoD w!\11. • bJth11 vtJw.bl4 

~ Ubru'7· l 
At !:1M 1UM U..... L 0 . :rubea eo4 l.,._ ...... 

ua ~ a rtprd 10 .,..tbe.UC ~ TOt 
lQ~t weN: ....... .. ..u trJtAI &o - .... 
caW Qoeo.r.- ,...... Tbt7 ....eft ~ W'll1lltil 
to let the ~ tiM ..,..._,.. • • • ...... 
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TIW w!JII ... ol tofttln ,_,ll;eu, boWCYtr, wu 
..,.par•lk'tlr ...._.pr.t Ia (Ofltrut to W peDttn.Uoo 
o1 ""' VNI.H lcalft .....,..., bee-.- desphe Uat ....... -u..w.· ... ,.....,. .... ~ fln:lu ..... 
... .. ... ...... UOUIIIl .... .._bid. JVd. 

What ~ th.. cloM MIOClatioo .. 
wi lb htbea hl4 w1\h HJU.,... ..,_,.,.;. 
Nu1 ~Ndll to H•IU'7 rortt ll. '* 
COilMC~ion It 1111.1 baVI bao4 Wtlh 
.. rt.r ln wor'l ct W•t U \o mul.lluwrt 
to ... lot U14: 8rllll.b. 

SulT In Uw ~ I. 0 . ran>at•• 
~~ou .. ~u.. 
doa of ..a-u.. 1>fOC*III tor .uta~ 
... .... ldaa'ta ........... ..... ·.;.;...­
wt&b\Mw.-.. wns.a......, ... 

Tbe.tlnl..._ ........ ........... 
etbu ., .. ._,.... ., J'u"- ... ..... 
....... u.r..o ......... ftll .... .. 
.... L 0. ~. "' ..,_._ tiiW _,LQ, _ _. _ CL 
....... .ULO . ........ ,. .... . .. ~ 
6w \lie ••• .. hd"n ot .,.......ae ,..... 
=:.;':.t""~:'! = ::-~ 
Bowed lA~. 

Hownv, kbMJt& wu wtUIAI to 110 • 

Regraded Unclassified



n. ........... _,....,. ........ ., dw ma)w 

~lleal ~ t. u. wmun lf.eM. 

~. I. 0 . rat!Mn fGtced ffiiUbrop Into an ewft 

morw tllbMNif:ftt ('Qilt:tl~ tor U.e .ale of Pb""'"" 
m.tblf Ill AIMriet tbal:l lM con.tr.cl \0 wtiJ(h 

A.muk•• l!lay" lwld to .ubmlt. Cventu.ally, 1. G. 
,....,.. IOt~nd to pu etn.t Gf Wtnlhrop'l ...,._ 

aad ...,_ M lllllltl'tlbt ~- wttb Sterl!q 
$ltet¢f .,..,_...., W. t,. W .... C11oUrDaa. Gl tbt 

._,.. el ~ beoc.- • d.tncW- Ia hl'bel\ .. 
Cdlenl AIIIIIM wpal:&adoe. ,., 

Otot,.l AtiUint ba.cl a YU\ d)'t and c:htmlcal 

PIIDI It LtndtA, M 1 .. anotber f'Ciu,aUy larcf «fa 
pl.aot a.: ReNMJ-.:r, N, Y., ll'ld I (lttt Wm faoet.ory 

II Btn,:biMIOft, N. Y., lad I!Mitber It 1oMioa City, 
If. Y. NMrb' Jt.ooo employ•..,...., \bt GmtnJ ...,.,. .......... 

rr. .....a ..._ wu 111 -.~ ., ua.eoo.ooe 
"'- 11M: U•tw I:WW. lllollbf. ll...., ~ AaJ. 
lin,.. wu MCO«MM Ollly to DuPoot al)d AWed ~ 
ltlh In U.. A.Mtriclll tn&tket, h NC!OUfttedl for- m.ora 

&baG ~ of Aa'ltda&&~ cbMIIc:al pti)duaJQA. 
lt ... _ .... 11m ~ur.. 

n. C'.lolrt a.odl·s. ud CiO"pU'lOW, IMrilnl Pro4r 
wu. ..... ...u...a. ~.-~ 
...._ aad L 0 . rwtr. wu Ia ......_ ... rtJ&~ 
.tth • ....,.. Oil. tbt hfd M4llOt ~ ... 
OUic atq .. 01 ~ but-. • 

n. w, .Od alann eo ~ru~01 1. o, hr'btn 1n o,• 
,_,.. bdo.-. Wotld Wu n wu , eo~ lfl· 
¥elltlpttoa Of &be lt..te J't)' LM, the DOted Amwlclo 
,... .... , ..... ~kill. In ,., .. Cooa;re. ... 
pecUd IYF Lw 01 bdAf 1 JC p et ... Mid a w.r,.. 
... ,.,. ........ ~ ..... ~ ... ~tlq 

D)IAHI'i scf{lfri'Z ~~ Mu ~ did•'\ 
Uti~M~W .,,,. ttOOble In the lAUO natioN of 

:::. All'lf.rlcu atl.tt I.M 'rtf'lt World War, lla• 
illlonnttkln wu \hat LAdn Amerte. bad no 

tlllfllt)' fOI' 1hbtal o.nnantc. 
... _, ... , ....... ..,. ........ baulilol • 

J.,att.Aa~Wtot. &doN ....... ..,. 

;-;;;;;:;:;. .......... a:ad ~ l5nDal .... 
......... c.otnl-

ot \hot ... UA-Amertc:an t~atJoN bad Min •• 
wu with Getmlftl', 8ol'nlt 6edaNd war 
for pmu,-e reuotll 1n t.be Ualted. Btat.M 

a.. I1Dft' wu -..w-ed ao ODt ta 

.......... »_~II OenM.It¥• 
..-,. Mad .......... &arp: COiooW ., 

Al'JtftliM. B:raaU aDd QO.a. a-1\w 
looclted. In aU otbw t.Un~A.!Mtkt.n 

... ,..,... t:blt I. o .. ~· llftl-\t 
lbW Md Ulde ~&e Ia tba1 ~ 

~ ... a.nd. ......... '-o httMon ... tbof'\.17 
•Wot ot •11 IAUn:·A~rtcu ptLanD!U!eUt.lcl.l 

W~U!tB a fnt )'Mn It wu pl'cdom!tl&tl\ lA 

ct!rmka1 and ~· ._.rkew. 
_,. un....._,., tberefo...,t. RtnUJUI Scfurd\a 
..__..~..._~of ..... to~~ 
- ~ n.a.-. ~ .. v .. .._With Ia tile Uat&M ~e:~-. lAtlzlo.~ 

tVrillfllll& Mid d-.J,on ,...,.. CbU f!Q&.,... 

~~ and buaton. MUIM8. &ovtb A~ 
Of '•rbt'ft wue lilMtally ot a lcn~Mr ordtr 

1M abW\7 lhan tbe tOaL 1:0 thf 

.......... ~ ....... -... ~ 
~ Gef-.,. s. ,.,... ..... (8,.,.,..,. 
tlvdW rile S.l!lf'- AiiMft(o l!l woy-eN!/ M.ti't -..1 

VI' tM kM ..... fll GU t"'- N.w WetU ,...A.fk._ 

lta.tel ...-awau.,. ,.. fUch few the tiQUre ..... 
llttnllclbe:N ,_. &e tie prpidtd fr'OIII NoN! America. 

Jl4'l'ftii:BD Sebmlla and M.u DJfttr bqu lhdr 

c:ampalen. La South Amerl" whb • n100. lbrW\ at 
Cblk'a nltrat• li'Mif., L 0 . F'I.Jttm 1\111 - teu of • 
dominult C'JIIil'1)0rltloa U..'l lldPt a.. .we .. ,..., u,p ..... 

u ..... tnM diAl .... Gl c:::ldWt ••••Lll::lfll ,..... 
.... UIM trOIS aiU'I\e o;pGI1a. Ktr .. UOUI ~ 
oerlO' wu ckpend'lft'l oe. tbe altnle U'tdot. 

ll b Worih.Y Of DO\e !Ml the (h.IWn.Mlm 1.11~ 

o1 HOIUI A.nWTU. "*"' a fartwlol lr)'l~ Lo bohWr 
Cblk&D Dltra\ee .,alNd J't.J11te'e plreua-1 ,..W, Tbe 

~ ........ tn:t.ere~Ud Ill at ...... u.e. 
..,.. ,.. C!lllppW klnp. Uaty .... a. ....... ... 
4ueen of~ • CWk 

CbSJtu ecoDOIIIAN date IDUdl Gf dtelr poUtkal. • 
weU u tbelr ttOMCI\Ie woe~, frOm the biCiliAIJic ot 

P•~• otftl'lti~ •1•lnft Mtu7tl nllr•tes. 1be 
1Ul8ot rnolutklna 1M IOda.l d!Jeon.'-'l !Mt marked 
U141 7aB .,.... ... World War I IDd WGrld War D 
art .......,. attrlbv-..1 a. UIJI ~ ~ 

01 OIW• maJor.........,. 
Cldle".~ .... ~ ...... [A .. 

A.1ntt1CU ulloftl. Nona and W - U.. tu&IUeM 

po..,.r of L Q , hrbto. 

Atld. as tn tM Unlttd Statu. J. 0 . hrben ft'lft 
lmt'll4!dll1el)' annou.noeed lheir JntenOOn Of tM!eaml.a.l 
dtJwna. 1"M1 nwrMd tmo Latla-.AIMrieeD flu&. 
1118. 'nw7 dU ....._ fa~ for LeU. i..J:::Mtc1m 
....... ... ..... *"'7 we-e l.liiPl:PIIIP'PIW_ wtOI ...... 

'De dlkf ol 1M f'arbeG a»edh._..,. 1ofte Ia 
Latiii·Amll'fk• ., .. Alfrtdo Moll, otNdor ol AnD· 

ina• Alem•"'•· lht I. 0 . h~ fUbdcSI.trp ID Bu~ 
Alrea. Altnd4 M oll hal direct Ml:ptti"Y1alon o\ler all 

other F'a.rtlftl ...-u t11 Lat.ln Alr!erita. 8Jird8cantl7, 
Molt'•lliiiW" ll ..,.,~oe~~ to • aoted AtplliUae ~ 
o;pttt pel dlnftOr o1 U.. &aMO C..,.. dt 11 AI• -MoD wu, Gl cwtaf:, • uNrllbld dcbtft ol Ar(n... 

tJn.a, He bad •" Arsea.UM paupon 1114 rectl.,.S 
the prd'tren111J lT'HttiKnt ~ eltbtflll of thl: 
r..un AmHioclll countrla. Ill toun GC tbl II(MI.tbtm 

C!Ofldt~otnL Moll bu 11evt't' coDl"M.t..d hrt pro-Nad 

llllftt.imentt: aod ... 1moW'D • oM ol u. mow!. ~ 
Mill followwn o1 IUU« • lbe souUMn coetlntaL 

• • 
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~ s&QUIL To The 
l. 0. r..-. ........ $!0Wd .. SO.tla A...nc.a 

...,.__. • ..,...,stot .,WC...Sapbal· 
~ ....... ,.~~'W'IR 
,.....U., k..,.. • A."Cll..L"(AS A.I.Eif.A.;.~ 1'1llte 
.. ,..,..,.. ....... .,. ~ wdft' 1be ._. 

et1 AOPA. n.t ~cbl ~ Cdk«d 
atWIIICl U.. ~ 8A Y&R 1WMt. a aamt tM!Iillat 
.. IAU6o.A.tloHiciN fO# J Hn plf1. 

i.. I aau.tf' ol tlln,. IDIAJ J..aU. ~ WeN 

....... • • .,. u..., A,nwr1ca.o 8A1ft' JU.pplied ~ 
wttb pha"'*'fYlklall d'*MI World Wu I. .BIIl)'er 
wu 81ytr 10 tba l vtnce Sou\h A.mUkU aJid Bater 
mutlt o.-rma~ 10 1\lm. The Pattlta orca.nJutJoo 
IOMf tbt moll Of diaL 

OM ot AlfredO N oll' I ablete Uwt.truu1b WU a m.ao 
MIMd ArnoW! w.,utt, Dlr«ior of tU ~cr Oom· 
poilU' U. Vf!IWUelL M114erle wu abo "~ 
~_.,.-1M ~ctoul Heecl--ol tbe Nul PUV to 
V.eiiMlla. AI WM _..&We, be W'M ~ 
W_.._...ln, .t ~ ~ the Nu:l .PVU' 
.. Ill., ...... laldL. a. ...... CICICWtaAt $OUcla 
..... .U.. H.ad ~ a.dl Ul4 ~ act'G-11 
...._. A1IHclo JrMU UMI IIU"ftd .. a plpd..1M b.­
twwe ........ htbta _,... .. C.tnJ America ... -

Ocllow , ..., ~ ... . IAtja "-fa ~ 
.... ~ .... ., ..... Gen:n.ul a.,u ~ 
.. lul ,._, C.U IUCII Gro.tr-.. &be Nad ~ 
.,..... .. ,...,.._ .... t.ea.a .._.,.....,... s.. 1ooa a. 
,.... .... ·~ 4iftdly fl-. ()it1o ~ 
the Nul M~"w.r £Or CntNJ ~ ln. Gull\eo 

..... c~ ""'"""' 1111 • Nnt CI01.triu to .owr 
..-nta .-rw~ lhreu.cMut tM c.ow:~uta Jast QOrdl 
or llle PIMN CIML 

A PJ'MdM 1U Pai1ND •cut 1ft Muko Clt)' wu 
~lque Plllcle. wbo wu eloul1 &MOdl.t«l wltb 
Oro.tr In Cotta IUc:a. Pat"e!Ja rece-Ived codtd met­
_,. I IMI tubkrll)t.IOIIA froro NUl tftof!ltlben from aU 
I>'N 01 WUn Amer'ca. 

I.Mdwlc 8ehrtlbw, .,...1\a~r o1 lbe Gmnan Bqtr 

n,..... wu uUieM. The Weat.tm ""'""""' " 
und4'r eontrol. So tv u L 0 ·. 'lltlto 
lo North and South Amerlea, JIUI« 
WorkS War U whtMver; he wu reactJ, 

IS THI ~OHEY COMING FROM1" 

...... ,., , . .. • .., ...... CMf ,., .,... 

,.,.. • • • TMf _.... H..,., ,.,., .......,_ _......._ 
,,...,_,I. I . I, la-WII'f , ,_ ..., -... .. ,.,_ 

........ el ,., ..... , .. .,.,., . ...... 

Hl &o~OS'f refl'lnU bla .ccom.pllalvl'l~ta ql I. G .• 

T '""""' ill ~ proiDOt&on ol Wor-Jd Wt.r II wulbe 
('(llllpltt.e ~~\1 with wbkh Maa: Ull'lt:r anc1 

Ku1flall& Sctlml\1 NrrouMed Otll"'''aft aubvenlve: 
Kdvltii!S 1J1 Norlh Uld SOUUII A.IIW'LtL 

1'o • NrWfl tXWft\ l\IMt &lid StbatJ\1. tdber..S io 
o» K.at1 ~· adrlloOAit.loo &o be patfUI .. u4 
..,..w direcl acUoL 811' ~ WM ~ t...,. tor 
L G.. ,.,_ 1ft 111 ofteaii'N ~ U.. world b1 the 
..-J~oltMdiW*II d• 

~. Ia a11 ., 1M ~ t.Utpdonl ud 

cWJII!II-- ....,w.u.- ... --~ Ia u.. 
e:..a.l $ta1et prior .. w.w ·- D. u,a.er ... 
SdllliU ~ ktpt die..,.. .t L 0 . IV"-. 
a...~ AIIDIIII rna OWponU.. &Del au ou:.. 

---.. eut., ~0.. ... c-d 

- -:-:·::-- lha ........ lun7, .... eoocr- ...... 
..... u.. Pll~ JlfA ...,......_ 

i(l.~,;,;. wu: .... ...,._. .......... tlM Va.lt.M 
SI:IIM. &'9ft ...,. -. L 0 . ~ a..oldlld la_.. 
_.. Ia Iouth AtMrka, ~ w~&tt .. IIIUCb u 
111 l'f7 1M llWT7 to 1M01 Max Dper JOUUt Ol 
Glt JUo Grmdc. 

'NI ll)pt..TIO\ twnuNQ' ~td> tbe UTOCIAt, 
to~~eeltecJ Muter of " Bu.,.. t , Q.,, &trllt.l, HWl,• 11M 
~dina~ Off bit bro\bw A\ldolph .rlpu and 
bit UlfOd.-ee Ia tba 'U..n.d ltaW aDd t!M ~ 
table tiJCICitlf Olf Al.f't-.do MoU and b .. • WliW. lD 
Lilla Aarr1c1 W¥tJOCIM a M..,._.. OOIDP14• ID 
Mn [lp«, He bqa,o .. ~ ht owWn"t IIWrDe 
' mbt.lb . A.l a tan, be d.ldA-'t ....te ma.Q. u ,_.. I. o~ Bfrlhl. ""',.. oou...- .. u., Wertuo 
~ h wW be---., ooedldoal k)'ODd 
.. C'Oil'II'Ol ., .... llpw, 

.. Got ~ ,..... ., .. . .,.__.,.. .... • .... 
...._ ann • ..,. ~ u,..ero. ....a.«, 
~ ... .alii • ,......... ....... diiMIL 

-

.-a, ..... - ... tv. .. ,._ J.....,.. 1' .... 
ltpu, ...... ., a..-.,.._..._..,. ., 

..,_., ....,..,... ta ., • ....,. • • r' • .., 
lClr~-. ........ ..,tn 
.,,... .... ...................... 0 I .. 

~-..,.. ........,, • Ia DM u..tw SU'- -
·~"-b. ........ w. ~ 

::. ";:. ...... ,..,.,.. ... L&Ua AIIMf1cM m.a.tk.W 
Sta\ea m&A~ He N~ 

wUh l.fl'INinJ lil*d Ia both INW~ta 

Max Il.rMr"• Uldlft.ll'll nt w11 to OOtiVl!Mll AIMr· 
leans thlt ~rma.ny wu oot t.o blam.t tor lh• ww. 
H., aaenQ-wbo were th• ldectk!ll.att tlll of Hat• 
mana 5 dLmila-were t.o ..-tablllh eon.ld.oc. u4 ,.... 
J)li-. tbl ,..., for tile rul lllllllou.a• 1111.\'- who wat• 
to follow 1\ tM lppo4nted U.1. 

a,. tm, ¥u. na-r had 1M ~ ..u laid. 
1'here .wu a INDor f'OIIIID-1mi:Dt a.pjllll UN Mull 
di.U'tn.l thetr eul7 ca.:Nif. ~ ,......... ... u.. 
cxpea4lt:ure ., .Wionf fiJI ...,.. ....., dM ,..... ... 
lD Lbe ~.,.,. ....... ~., l'71M 
--~dY. .. 

After lJ3.&,. ........ L 0.. a.u.. JfWt.• _. _.. 
... -.ore~•*U_....a ............ .. 
~ hct·H••..,. .._...., rma ~C.UMr. • 
a.~ ol ibt,.,...,..... ~ ... -.4' .. 
Cbe Xul Bwld Ill 1be Ual1IICI ...... ,.. ._ .-& 
DOCorioul 10 Ncria ~ 

u 1:1 a .,_ up u to wM wu dw .... .,...,_. 
ol Malt llCl*'• illlill~ .,... .. tAU. ,.... 
ka. Gu.tave \100 llb.t"' Medow ol 1M NuS. Ia 
Cb!lef "lbt IIMil wbo triad to fOIMGt ~ 
tn BoUv1aT Tbe col!lllll,.tor9 In IN ~ pr'O'I'• 

tnte of Ar,-doal Tbe I~ ot 1JM ~ 
Gnnde Do Sol ln 6r"UIIt 'Tba NUll O'llnlu-UOD 
that wu prepared .., take ,,.., Uru.PQ aft4 maU 
It • cuma.n naval bUt ln tbe w .. t_.. U...U..pbtnt 
'Ibe pro-Axl.t IO'f'etQlllln' 1ft PIMNf 

1r4u Ilpe.r bact d«.a!l.t ,.,.rtf oa .. IICU'f'IU. 
o1 ~ o:t u.... tncllvtcllllli t. M~ .., lov1b 
A;rDerica tbnKJt)Miul lbt ,ean beton W.W Wat D. 
w. ~ .. haft bleD I"'CCIrdd4. .... "' \1M lful 
rord&n .-cmJution. 10 Lbe: ~k: sw-u ol u.e 
War~. '10 &be FordeD c--'OI Dav --'­
to m. Genua rore!P ...._ u4 _.... t.podaa~ 
to Adolf HiUer"• prtns. .-ce. 

y .. ...., ........ . ... ., ...... .... 
auadwd to L 0. hlb4'a • ._,.. 41 IW .........._ 1"M 
... adf.t,etl tbe ....... ...... that .... ..... 
'"" bdal tPfll .. l(uf .. 5 .......... !fed 

o<a ,_.,~17Aa1be..,...... ... U..Ja = cpan:doo ,_ U. GlfiM;a -"7 ...,...., It .,. 
L G..~ ill IN~_.,._..,. • .Moll 
mlkr wt&b w. ~........_. ... a .... ~ 
lAC'• IAlftWafte. 

5«cM ~ lri-Will.IIC* .,_ ..... MO't'klad 
Utat the J(ul embU&W •nd C!OIINll.\411...,.. not._. 

Regraded Unclassified



.. SBQUSL To T he A P OCALYPSII 
...... ,..., ,.... ..., ,.,.. ...,. W'llN 81111bl• 
.. ,....,. .. U. ...,.,..nt I~ til I. G. Ta7tM'D 
...... ..... ,_.. ..... diltrfbu,t.td to aD polatf 

• tM he=' c' n W1W:e *"'.T .we~ lbt7 
...wa"l "" ..ru. apJM .......... 

"-ddt dq, A..nru ~~~~ ~'" 
aol O«Nta • "- ..,.. u. ..Wprinp a. Ku 111-
..,., Ml llll•t'- la taa. A.nlltritM. 1f"'ef1btla.. 1t 
a. ll...,... !Mt L 0 ,.,.,_ tubaJ;dla.riH IWI')'Wbere 
act.cl .. tM J11711'1Ulf:n and dlne'tOn ot lb~t mocl.,. 
.. ..,. of dwap t~>l" aM ~~~ p0t.uk M.IWI ot hl,:bJ,. 
.. tiled NUl OPttfl.lYtt Ula.C tt.1ablisbed tberiiHIYH 
lA \be W•'"" Jktn.b;ptltrt lo~t~bt-.fore W'cwld War IL 

Wlul\ C.I)Uitl Ft1ta Wltde.mun., Hltltr'a compenr 
eGmMII'Ilkr In World War J, camo to lbe United 
l!llai.M to tlkt \IP hU poet 11 NUl COt~M~) Oenual kl 
tat f.'lnlf'Cic poet It fkll Frtndtco, L G. Farbto men 
-'flOW A,.....lftn dllun-mack tdm wdcwne, Wle­

dfomaM had a ~~~~ ''""'" pcnooa1U1. He w., 
tftl•cllll aiWI .oft ..,olr;M. ~ 101:11 he wu • tort of -.... U lurwlw. When 1M PrJ~ 5~ .. Jw...nlobe 
am.w Ia 1M UDitf'lll suw. ..,. war btUoduolod into 
~ .,. "*""'-' ........- -.blilbed ud 11111• ...... ~ ............... ,~ .... 
a wlf .......... .,_ ., Adolf Hltkor and -
........... Uwot ....... ,......."'- ,_ "-~ 
cr wet.,.., ar.,.,......, ...,.,. • eouN 

• uw ,_ ..n .C ......_ .. "-'tb,. the- P. B. L 
....wok ..., ,.. .... MrMU ,.,... df'pora;tioe, 

~ .......... 0"--'*"' ...,..l.loo .. u.s. .............. 
IINI!IfdJ•Wit llwtfth.fr, w~ n~ Sorcb· 

..-.. l.lw Nul C~ Oftwnl. a. N_. Y«k and all 
Gl the AJ~il CON!l.lar ofntla.lt II\ tile United St.ta, 
...... llk kttl 0\11 01 A~Mrb. It ... d~rtd 1Nt 
DOt d.lleao.d Ulat FrltJ. Witdft:na.nn. th• 1111•ctnc 
Pl'not~alltf, ,..,. l4a• llar.n'• twM ll'lln oa the West 
Coatot.. e:ha.rttcl ctlr.ctly with pttina IN:Inlttltms and 
1\iMa truo M•• ko aiM! SouUI Amulc-rwllho •lUI 
preparlna tho WIT lor I, 0 . f'lllbt'n thlpmtfltl 
throuatl .la.pa,n I»' way ot t$I.,.rla to North at~d 
South Amtria> whm war ume. 'nle Gf:rma.n ne. 
pu,boUc •lid N HI Ottm•.n1 were a1 ... ,. bMd over 
bMll In dtbt to lbt Unl\ed St.a~lh In publk 
aDd prfnt• ,..,.._ T1w ~ u 1 DttloQ, or a. 
lftdJwtd~a~~"- hlld no tt'edlt bala~ ln the AliW'rlc:aL 
YIC M PI'OPIPndbl. N IIIIII;Wenl,.. orcuJu-lloo !a e:x...,_ twr heel !he lWld. that tile NU:S. apm.t in. 
Jf01111 and IMilh Ammta. Whffl, did. u.s. bqe ,_. ...,. .... , 

1:nwu,.... .,. _..IMI17 **" wb amu.. 
_. at ttw .,.,.. .... Joe Mtwuu.-. tM pro,.Sart 
l.aaaUe ot .a. von.u,. ~MUon ~a s ... vor~~ ~ 
'ncr ... , ........ Ua.t - *I.W ~ ..; 
attrwc .. cwN ......,. 1111111 IB u. tt,yle lift wtdch '­...._ 

,,..,. ~ .,..,. ..., ..,...,.. .. ,.,~ 
l•.fWb f+t OM,.. • . IIMCNffc ,.,.... .. : ottrti WilfieM 

~ ,.,,.,. • rwl o.:=:r.· •• 011 .od ., .. 
MfJn wh •lw-r• ,. .. ...u .. ,pw 

w&AI eM,..MMf'eHt ,.,.,..._,.,. • .~~,.......,. 

!a \:be ltllrd ,_, el .. y_,. Ww 
tullll&. 8a& ...... .... .m .. .....: eral.......,. ............. ~ .... 111cJ_......_. .... ...._ L 
..,_ ........,....,. .,..... I' t .......... ;;:;:''"' 

a.ta1 .. Mlbl~ IWII .. • ""*te.a. 
priJo "*"'""' br "AlMrtcta dlbal.... .... 

Ia a.rtJa. It "''JDWO L a,. BftUa, Klr'J• 
g,_, InUit bava IIUI.'btd &on.c -.I k1uc ' -.. 
d dlott . .. lbeJ •\IUiorh ... Ol lht ~ .... 
ne:tu ...,.. cot•aJ~ a__....._ ... ~ .._ 
ckmocratk eoun\ly lhu. w., .., • ._ ,_ t. • 
f erfnr with b\11""- Wll• ~ Proof._:.': 
e:om.t.na. J.tu ncn.,.• d.J.IboUell d~oe. 
lballm~ba.. • 

Llkew ... ln LaUn Amtr~r.-Mu lllntr'• 
lulklft luntttoMd perlectly, It ,.. .. "'"" 
1.7 t&.Jctcl wUh Nbvtntva 6dlon 1llhoqp 
mHI wen~ much mo ... blat.ot bt lbt Llottr. 
thaD 1hq d&rM be •• the Ul'llltod '"'"" 

M • C!OftMIQwecot, Mu Ilenoer'a lot.tW..C. .,. 
kle .... a.bl• • .,_. .... coordl•te u. ..... 
01 the ,Iapan I PI F'MQJ' ol -"- W -. -. 

aaed b7 the o..aa. .................. .... 
... ..... lAda.A.fllltr'lcee l'OI.Idtl' .. ba1ll.t, 

... -- .,.,.cw.n ....... "" ...... _.._ 
n,..n ~ trtp ~ SO..~ta 

·~Jail....,...,...,_,_ ........ 
troM tM Uftllftl ltaW lOCI c.tral ~ ·--l G. hrMa w• ,...__,., em rcWb • 
L.a•la AJNot'ke. Ill _._.,. lll'lod ......... • 

Pniutlofl wat NIM'll.ontna ..tUiout W... 
P\anoct. now.d b'M..,. betwe.a Korth aad .... 
Amenta I« n,,..,., '""'.,__ v..- tllrHII ~ 
, ,_... both ~ntJnenll to 1. 0 . Chtnt.l• tn 8..._. 
land lo tiM~ N'IJII llft'l)ltll~ lor World War ll 

'nle Japan,.. u,ndc!niOod l.bdr roa. In 
CVfll~ lnd IJ&n,r•l . .... ~ Wl"''a -~b' lnoo)'IJI!Qt 
both North and South A!ntt'ln. 'nw H.ul ~ 
.. lne'7. tha oftktal D. N. 8 .. \be Omn&1l ~ 
t.ioCI Strvklll lba a.m.... Tourtn 8\Jf'flll. all ... 
hkdnc lheJr ICJ"'<<.., 

AA\011\f \bam lhiJ t•vt tr.. Nu:l Wplrld ,_ 
~to.,.......,.,..~ Ia Lilla~ 
aM Ia aome lotaUU• J.a North ......... Dc:1,_. a.._. tr.. C!OP7 l<w nd .. ~ &1111,.,....... 
tree nd:io Pf'OP'U» to -- L*tfa ~ ..... 

All ol 1M~ ,... ..,,, a W tv U. ~ 
- lba nd ........... $4 • ,... lot •:... ,..._. -pa-- ~ ot diiiiMt .... ---_.,..,_,....,_ 
Tot:lb 8a;rv ad a,__......_ 'Dill....,_. - ... ..,_ - ....... ~~ 
henl4td ~ ... .,. ., ..m 
'TN!7 l a. htbee ..,.. a biMt.ncw ot 
lheWatnaHem......,.. 

rew ta.w U... rela llollltNp "*'_':~~!:..':!:":: 
and UMM PQpulu bre.MI .t ~.., 
Nonh anct loulb Aln4riea. r.. ~ ,. 

S ltQU&L To Tho APO C ALY PS ll .. 
W'cdl 'W• D ... .. IMCia .. tM ........ _, IMt. 
U......, Ku. ~ tMib IMl Mtuw......., .. 
Se:plember. l.bt. 

.avt. ft dlda'\ _... ..,. IAttt......._ Mu UCI* 
-~...-~~~ ... ,..., .... ...... 
Her' rt e. 'l'tw1 ,.,..... ,_,. Mo a.n.e. no., .._. 
cna. bdtcr Cll"tCCIHd b7 ........... Int. 

JUaa vp the CW'llia Uld M will\ Workl Wer Ul 
W1&1:b L G. f'Vbftl "*" Dfl to their ~ 
domll'loiMt kl u. w..._.,. Hmitptwn. Wa.tch )!u 

, n,p..r'1 e~Piclclale IU'Vb OPirl\a wll'*'t btoclt1.nc.. 
r..r l.n&o Ole thlnl ,,. .. o/ Wodct Wu U. J. 0. 
~·· eomm•relal-.~ eorUlft\llld s. .eount. 
Tbe "Sta~ Wllhln • SU.t.t~" wa.. rwudq 1 latlt 
part ol th.t world. Ctmln.ly, it. w1a ••tl'fthtt:ll 1.n 
wartime NW CkMMI\1~XOOPl a IOkller riAifil 
dea.lb OlD the ftdd ot biULe. 

1. 0 . hrbtn wa. all ae110 .... usa ee the mfUtar? 
•keor:Y ot tbt o.nn.n War Mach........._ ..to \ba 
.... bJ 1110tber P'f'•t ut:rmstw .,.lnft ~ _.. ......... 

....... ,. ... ............. 
AHO-

, ... -­, . ., . ,.. ,..,. .,.,., . ....,,.. 
g.., ... ,. ,.,,.,.... 

Dr. ICOtf ..... Jr .. ..................... 
,. ..-...4 w. ,....,, .. ,....... .. -· 

Regraded Unclassified



THI PLUHDll IAlOHS lEAP A HARVEST 

HDEV'D L 0. hi1MD ....... ha.,. ~ 

W la &M pfM 01 ...... d&l ~ ..... aDd. 
CIOIIqiMit haw .....,....., eouow..s • 

..,.,.,..,... C.. 1Mri11 CJI IUU. ...... canW ~ 
....,.,.. ollllood - .......... .,.. .,., ,.... -....a_,. dM .,.,._., L 0. ,.._ U.. ~ 
_.. ... .,.,...... - ... rt6M ,.a.., ....... -I. a. Futl«< ~ .......... ~ ........ u... .. llliii"'Pt ........ .,. .... n. JNl .,. .. 
• uu.,. Ia~ ........... ., ,..,..,. pr:o. 
-~ ldurltu IIOIIP' ooep&.&e dodlle­u-. L G. 7ubm .- 110 M the uAOOII-..tecl cur, 
.awtAa noU!WII wUb ~ ••0$\ m • price. 

r..n. ..,ell111 aod ...... ,. ~ .... 
... lwld \0 ,...,.. libt ~ ~-.,. ... 
lliPIIlr • ---~ ......... 117 --~ddt& .................... ,.....u. ol. .. _.... .... ,..._n._,_ ... ., ................. 
.... ................. a-cw •• t:atltia --~....._ .............. .....w. 
tald-..tr to~ .a..,..." J'w' .._ ..,.riq .-ldtnat ~ fll alt .....w. ... _ 
"ftl;nn.-~ CODYII"'&oa ci • bed ~ to U.. 

---~&Dd~~.tc~Mr .. ~ ........ ,..,_. ,..,.,..... lA .... l'ful ---~ .,... ,.... ,...._ ..... .. tllldld -
.... .. .. ...... .... 0 Ia .u .... --a.r 
....... ftdr~ ................ ... •.. __.. .. ....,.....,. ... ..... 
...... o-.. ... ,....... ..... -...., 

t. 0. ,..,_ ..... -...... t t • ol ..., 
~&Dd-~ ....... ~ ., ..... ~ 

f'ut»eo't OWD ~&rt ~ BlGer'1rit2l\. 
hiM 1111.11 tor ebemJW wv prodtHUoo Uld ~ 
k ll-h!. ri&bt.huld .... for ......... ~ 
'"""' throqb "' MIIOPN7 ol C7fliMCb awl .. 
--- fill KPIYC!b Ud a.tk't Wtoende Cllf'lkrt. L Q , 
""'- .._ ..W. lt waaW. 

......... Go.rtat• ........ .......w,... 
..... Audria .. IJIII., ................ c:..cMo-
....... Na:od. .. to.~ ...... ~ 

Regraded Unclassified



({ .}.H NO. 3 TUilHS THI TRICK 

~ ..... ·-... ...,. .. ,.,.., ........ 
_ ... , ..... ..,., ... .,., .. w..th~W ... 

.... ,.,.,.,. ... ..- ., .... . . ....... _,... ....... 
CUAP'I'KR XIV 

Regraded Unclassified



" 
IIQUIL To T .. APOCALTPII 

Tb.., dumtn)' ·~et '"'• oftm ol)n'IW 11'1 

taUa America lor eolT OM or twe ~tl b-tM 
111e UI'I.ILtd sea,_ ItT u.e u.. A..tru fOoiWll 

CMIIIt. liP wta~ *'-Mil tr:IICIM u.r __... .. 
....,... llw:1.,....... Mid .... .__. ... ..,. 

plac.., UC~m~~rm ldlmltz atld Mh lliDet .-Mft 

bad mat~)' • belltV lhlb watd\1111 lM dtirtocrtelft 
cbMt Uaew W..aJ wUa o• the wtee ~ lht l•w 

......... ottNW.-aBw' b.._ 

~t ~. S&ertflll ~ ........ 
- Ole.lrmm W•IW ~ 1o lkft' VOft ~ 
lA lbt fOUOWiftl MUIO«': 

ftrft--B:t n.aa.hlftl 1.ar"p flQPPU• to lbe o.nn.n 
Bqer ac«all ~ La .... -Uftuica 4'ilrllnc .. 
ftl'lltWiflllH I ....... Ibf~"' ...,._ 
.-.cb 1o tat • ._. ..... 
S.OO~J' talllillc ~ tbe ...n.wc Of \bt 

pe1telt nu:t'd'M +..,trla. Ton.ico-a.J'V Uld ,. fonb 

__. .. lee.vkll ... ~ .. prod~ .. tb .. '* 
...,...., t.mnlMl. Aw.ta. ~ ftc.. to ,._.. 

Ma. ~ ,___ ...... 

Regraded Unclassified



u•·•• JCMMIT1 ...._,. -,....,- ..., ....... -t1 ,.. ,.,._ ....._ 0e1t't ,., at. .. ,... ,... , ....,, ... ,.,. .,..,..,. 

lt& uetdll!rG~.&~ ,.pa,..,.. tte.cll on Pearl 9.,.. 
bot oA ~bf:r T, lt4l, ~tel tt11 AJ'ne,.. 
~ 111100fl b:lt.o • wdekft •tid d.rln\tUc ,..allu· 
tht1 tb1: Unlt.M lUI* Wll ~ f'tllll7 bl~ priM 

bf \JW Adlln Lt. \OCaJ..,. .,..tM U.. wodd. 

dla1 _,. fllfWU'd Vllld4i - rolk4 141 hll 
... ,...,..... lot alktill MUocw.l ..,_.._ 
.. ta. Iii lftiUI7 '"" .. ,.u.t., ~ 

~ ...... ~ hOin1 ..,.." ..,. ... to ,_ 
....... LO.~ta -Ualled8--. 

..,.._ aft« •r.r\ a.I'Mr Uw F.dtnl 
e. die......._~ Of M' ... Yetk 

..... -­ran-~ IDd htbiD .. .._ 

~:;~=~~:.:~ .. 1-- """ all'..t::r r...-. .... wbta l\ broiiiM 
toOiiV1 m u. tan ., ttn, _.... 

con.nt .,_., f:r'u11V11U .. t8ldJ 
cd (fdmal 11.1\bortdel .. - J'v'-

011 0. wltMtt .Uod lA "'*' OOW1. 

.,_..,,.. .. ,.,.,.. ....... ...,.. .,., . .., ,.,... ..,.. .. -~.., ........ ,.,.... ..,.,. 

.... Milt 1-.1 ' .D.I.. '•"'-" ..,- .. .__.., ....... 

"J'bt ap-MIIItftt PfO'\'kiC'Id f or I.A UCMI!\11 ot !lil t­
Uta. 1'bl J"a.rbtcl. ltodl. Ia SWuldanS I. Q, w .. 'ah" 
Oftl' b:r Sl&oclard OU &1'14 tN COI'I4*.n1'1 nanwt wat 
~td lO St.alklatd. C•talrtle 0omPifl1• lbtldiNI 
wu to control «7ft'llwlk 011 IIMI\N t• AJMrka. 
Brl\atll '.od. ~'ranee. 1. o. ,..,... ..... ....... . 
DIOOOPOl7 fA Nut OC"C.\\IIW .o~~A"'-. MW lb. 
CIOIIQ~-~ .. , C!Nnb7 ..... ., -. ,... 
dudildln .. ~-~. 
~"" ....... ...;,_... .. ,_ 

.. ,.... ..... s •• I~'*-~· ·-­.... ,.,.._ ..I .,.,. .. ,...,... • ....,., ., 
____ ... __ _ 

,.,. ..... ,,.... A. ,..,.,.,.; ... ~ -,_.. .... .,_....__.....,._ ....... ,.,.,.... .,......,. ,..,..., ,.,..,. ..... u.--. 
P"ecknt l:n~lorl bM "' .... ,..,..,. ,... 

led lor adioa aDd a hdenl GIUd .IW't Ia HtwUil. 
N., J,, .,.. ~lrJ,nfu to ... •Uoll t.n.-. u. ,.... 
latioaiDip betw.o !k&ad.l.rd Uld ,..,.., 

"1'bb' ,_a~ puhUc,. ..,..nll.l)t, u.w 1110eatq 
about 1be hldckon m~ beoiWII ~ ,.... aJ.. 
mo.t ~ ~~~.~~ '*'• .... f'M't. .... u. 
lhle. ~ lbt opeD dan.&M lot 1 ....-taJ illvt~o 
Ua• llon of the Sla.Adll'd OU-J, 0 . ~ r.la~locl.­
llhlp, voletd bJ' tbl Union tor Dtcnotratlo ~ 
.•• II DOl"td b:r P"V l.lkt Mloo. U drtw ~CaM DO­
tke iD .... era] dU.. 

hint f't9U'Cuaioftlt 01 Ulot,... • .,. btV4 lA the 
UCI!Ied States Seu•' but then •u M '"'"- and ap. 
Pll'flltlT Uuh tns.ereA. nit _..,...,.,too•l ~ 
lqiOe ... I:MAI.t8t Ia .Iii of ... tad*' fnAk A. 
HowU'd ... .td kt ............ ~ "*' .. ..,..,., 
clwtq e. eul7 Pll'l .t w.w war u.,....,... wtm 
LG.htbn.~ 
~at _..,Jib-. lila......_ 1104 
~ .. ta~ dM....._ ,.. ............ 
.... 0 . 8. ala .... 

1"be ~ ebll:8t tblt. ·~ ......... -­
... N OS esoal _,. a..nu. .... Q • WM 1\MU * 
W..td7 -a11b1lo141Af P"lieDII .,_ o..car-r ... 
Goodric:b ...., abo ~ -. CIIIIIOl KID la w.-. -o..lr- ... o.Mrk. ...,. ..... ,.,,.., ,. ,..,.,, .~ .. ,...w.. ,.....,,.. ,......, , ....... 
,., fw _,,._. .,_.. ,.,,...... lHt .Iter ,..,. 

Regraded Unclassified



AM oJ t.llo lold t\'Ot•re• I!IOIN oad ..,.,.. ol tM 
, • ., 1Mr . ... "'"'""' elf ,,.,. ...., crtOIIeW. _,.,,., 
Nbbet , ... .,ttot 111 ~~~· for fo, ... wklwo rh Ue"-' 
Staltt ... ,111elly 8'0f ,. ,., ffflll o1 rr. rvttNt-4N!Iy 

0 tt41orel OfOIIcf lt~"f twtottrt oflon JMo • "' oH-,od 
Ytolotlolt ol corporotf.o11 lowt wot ult6tr wov Ill 
Hower•. 

Uf'rmt~ntl Stbmlt& .,.., P"obabty wondtrinc ( bl.l\ 
.w1 woreyln.c• tt id• J.tnt,rleua a.tfill•'e .,..ould 
t. flnold Ill dlo JIJIC'IO lnqlill"y, IIID tlle S tulltll Pfod.. 
ut'V tft,qulry, whrn lbe ~lty lMCMU'Itocl to the 

ttlnlftl "' .. Gl a.H..OOO 
0.-t ariWI.. o.-lo~t- IJid Holland ClOIIIl._.ted 

,..,..... awt. b• thole ~ lmmrrdiltd7 after 
the ~ ., ""' ...... htbe-. •• IIBniM'IItle .. an. 
....... ... ....,., , ...... allhoflaCb"' .. - ~ 
.... ,... ._ el n;Jl0111 .. tbt lk4iu and ... 
Du1do ........, ~ ..... ol J'8la' ~ 
........... ~ prtu. -. ita ±eke .. 

el U Ptf t!IM .C U. .,_ ...rUt llo. tbr Uabecl Slakl 
Mil kt........., .. IAW.!toaw:aka. '!bela~ 

Uoa ot O«Mnl Aaiho. ...... f"rrdWb .. "'* ... ., ~·-· .......... .,.,.....- .. 
HmMU ldlmita IUid Max U.. Mdl io. 8tdiD. 

lA u. uat.., ar.sn • ""' JMib&klt:r c:un.pai&D 
... t.IIMbod W 0....-al A"Wne qw,Qta \o prod&l;m 

Ul«<r lMtllltndtow or ·~ N'.n ktJlu.mte. Any tor­
olp owMnltlp lhlll u Vtocs -.. tn Holland ano 
SwiiJftii!MI. lAd Swll.terlllod, u ~ knew, 

.,...._u.. r...,..~ ... ...-. 
_,_.. .......... - ..... holldtd . 

II N.- Yft f« ........ c:rtlln.1MJ pndic.otN 

~· ~--..i m ab7. am1 c:r. • u.t or JD. 
.... ..,.......... ..,.., Ia \be kldid:o 

... PfiiC tl) , 

nt IBdinlr!Hit. ·~ .. tollowa; 
l DtfeiXIInt I. 0 , Fotbtft tiN aot flnpoNd d;r• 

lht Unlt.ld S' 1t.tt ••~ 1.1\ro~.t~h dt:ft ndanl 
Dy..c'*tl. 

L 0 . ru~ ¥f betn P""nnted 
, tbe United 8tfl\et ctr•~ulfs Jn 

m8t:~\118dW'ed bT de· 

• 

Regraded Unclassified



WITHOUT IHD 

.. V'*lk ,.., ot lt4J - llltiU'tN "' 
"'~ .... C1M1 _..La 1be .,JD0US aortlt 

..,. .. hdfic. Jalloplq trOwud 

C!Ofld.mnell LD the e1'f!l of 
Wu U. Now a \hlrd 

Ud 1M Ul'lboly 'l'rlnU~ 
; e.;,i..,_.:mo ... N...-ollnt ud ltirobfto. '11w!lr 

the dtrildoa Of tbe eo&.ln 
,:,;.,_,;;., Pd 1be Ul!lbUalloo o.t 

TMe. lk-. Ill ,..,,. ...... __ ....... , ..... -....... -... 
LM W AMtrbo JlfOPie forltt, ,_ tM7 ll e..,. 

dHaMd to Ptf'Pt41ial ,,_._ ot the hlddea ..,. 
nW N.I.UOftahi.PI be~ .+..l~Mrbll orJUIIudool 
and Oerm1t1 moQOPOI~ d!h au.UtnUC c::hro~Ude ot 
VIe h.ltheno u.n.tWeUed liiCV '- tubmltted to )'01.1. u 
ttloi.IC" It wtrt 11.'1 lndktma'll Uld Ln. AJMttc&o 
peol)le themNIW. wert tltllll( .. I tul'l' to ckwmiiW 
wu ~~o~Ut Jn tnt mldft ol total wv tttt.tl, 

a....., 1Mrff--. "' abe drd or u ~' ot 
&bolt whet eoncelwd and ~ \be AA pba 
ot \OCal ...... \bt ... Who Itt beblod .. lUNd _.. 
,._ ot •U... tiJ&a., Mu.ottai al:ld HlNilhOr. 

,_ .. ..,...m-e el..,.. ........ ... ...... .... , .. ,..,., ,. ~ ,_ ... ,.,. -........ .......... . ~., 1. « hr'-

lllu Gptr, W. .......... ~ 
OeunJ ..... ........,., .,.,._.. " .. o..u ...... , ... ................. . 
rn .. n.,-.l'fu.t ..,..,,...,......., ._., . 

ter lll:'lw 
.,._., ....... &. ........ --.-.a~ t..W. 
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h.cl bMI'I \IMtr ••1 lor more Ulan cwo 7 .. 111 beton 
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~ a!MII mtdlootl ~ ~tb0u1 the 1Jilit44 
auw aDd \1M w.-era "-'•b•nl 

lMl 0.. ........._. ~ ~ Jut tOIJX' ll\aOI 
.......,. • .,.. "" 1Neowa fn1o tbt r.cser.J )teal 
~. &be ....... and. ldrtatttlls of ~ b 
..... .. ., ......... ___. • co .·-.10n ia 
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o.......a .uw..• na. ~of"" 1'Mtl: 
C1tJ, ... ., lk '" ..... .udann "' f,Je­
.. .,. .. Ullt GUW tw.. .,.._. -nt ..._ 

-• 
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TREASURY DEPARTMENT 122 

INTEit OF1'1CE COMMUNICATION 

L18Jlhra«e frel«bt 1D etoraae and on band for unload1DI 

in le• Yorlr. harbor at the end of laet week waa redlloed b:r 

}}3 cart to a total of 21,21~ cart. (lee ~barl 1,) !be 

uoWit of additional etorage epaoe aYaUab e iacreaeed dllr­

ing the • eelr. b:r 1,1~6 oar a to ~. }14 oare, apparentl:r due 111 

part to an elllarc•ent of etorage faoU1t1ee. 

lxporta froa Wew Yorlr. ehowed the eharp 1noreaae of 

1, 7" care t o a total of 7,286 oare, alaoat reaoiU.JII the 

peak t1guree of 1~1. (See Ch&rt 2, upper eeot1oD.} 

Reoe1pte of freight for export at ••w Yorlr. laat eealr. 

UOilllhd t o 6,9~6 care an 1Doreaee of 1,~1 care cn-er the 

preY1oae week. <••• c~i 2, lower eeot1oD,) BoweYer, 

reot1pta tor ezport at"90t''ier •orth Atlallt1c porte held 

relat1Yel;r etead;f, 1Dcreae1ng b)' olll:r 152 care to },499 care. 

Rtoe1pt a tor ezport at 6 Pao1f1o porte 1Doreaaed b;r 600 oare 

to a total of 2, 421 oare , br1fti1Dg the Yoluae nearl)' 1D 

lint lf1 tb recent peak t1guree. 
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TO 

125 
TREASURY DEPARTMENT 

INTmt-OP'I'1CI: COMMUNICATION 

Secretary Morgenthau 

Mr. White 

DAn April 1, 1~ 

subject : Status or Stabilization and Gold Purchase Agreements. 

1. Stabilization Agreements in Operation. 

Dated Ex~ires 
7715/:37 77 5742 
7/14/37 6/30/42 
4/1/41 6/30/42 

Amount 
Commitment Outstanding 

$60,000 ,000 None 
50,000,000 $19,112,500 
50,000,000 None 

2. Stabilization Ag!eements Concluded 
but not yet ratified 

1/1/41 6/30/4~/$50 , 000,000 
11/1/41 6/30/43 40, 000,000 

.ador 3/ 1/42 6/30/43 5,000,000 

None 
None 
None 

3 . Gold Purchase Agreements 
Delivery Commitment Gold still 

Dated b~ to bUY undelivered 
10/i0/41 4/6~ $31,60S,o00 $11, 666,000 

1/3/42 7/2/42 21,070,000 21,070,000 

Collateral 
None 

$19, 379,000 
None required 

None required 
None required 
None required 

Advance still 
outstanU§t· 

$ 9,603, _, 
20,000,000 

This agreement also provides ror sale to Brazil or up to 
$60,000,000 in gold, or which $29,465,000 has been sold . 

Argentines lntormed agreement can be revived on ratificati on. 

~ex . Congress has ratified but documents not yet received here. 

Or1gina1 advance was $30,000,000 . About $11 , 250 ,000 in Russian 
gold is now en route to the United States , according to cable 
received rrom American consul, Moscow. 

Regraded Unclassified
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.lpr11 1, 1911:1 

!he S.Cre\ar7 of Si&to p-.. u\1 llio coapllau\1 

to the Bonorall1o tho Secret a17 of the 'freeour7 1114 

trt.nlll1h I COPT of ... ai.--ll deopr.tch DO, i111)6, 

4et~ Karch 16 , 1942, troa the .U.or1c.., .'b .. 17 a\ lhl&oo 

Eoc1oi\U"ol 
Oop7 ot .., J.i:r--llai1 
Do opatcll l o. 4436, 
troa h01101 J.iroo. 
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~ID PJ.DCII'!S ll1l!I!VIftt !IUAACilo:!S Ali!IIDIUII) 
BT 1!D OIIIDAlo till: OJ !Ill .&JGJIII!ID Ul'lllll.IO OC'!IIDI or !Ill 
untll!l aABDMII! 

S!!IC!LY OODIIIIn'Uk 

!llt Eo:oral>lt 

!he leoretarr of State, 

llfl 

127 

YUh reference to U.. •bue71 • bopatcl> co. 11116 of Jebruar7 10, lut , 

roporUJ>« & COII\'IJ'I&tiOII vith ])r, lldl Prtbbch, Gelleral ICaaa«er ~ U.. C•Val 

Jo:ok, ill v!>ich the latter et&te4 that U.. "'«Gtl&Uoae tor the renewal of U.. 

ha:co-.lrpntlllo ~ento &CI'I811121il ha4 be ... 1ndef1nitt17 poetpone4, I han the 

honor to report the.t 011 March 13 the Br1t1eh •b&U7 llarne4 throuch a coa.!14enUal 

toorct thtt the Central lelllt he4 author he4 a truattr to rruce by the Banco 

II1pottcar1o J'rtAcc>-Arcentillo of ou a1111on J'reach trence repreoentill« di'fidel>4e 
• 

d othtr f1noaclal r .. ttt&AC... !ha ~eo• pall tor thttt tr...,ce voul4 bt pl...,e4 

Ia a b1ocke4 acco=t. fha rate of uchall&e 1a the troeactioll •• tlnl, u ill 

tht J'OI11ttllh ..,.. ...... t, at the officlal rate of 9.65 ~eo· ~r 100 fr&llot, clch 

llnb .. qllftU7, it baa been leal"11a4 that & tlallar allthorhaUon for re­

:t1t tln« f'on6.t to hence -· ...... u, crante4 t o the larp :rra .. cb-ovne4 brtwrT 

htre, the ~1M• Oerncerla J.rcot1na, a1 thouch lt o,ppear• Ulll.U:t17 that thh 

vill be aTalle4 of. 

!hue authorlutlo"' (.,.. pr•-"17 there are othe~ bet&AC .. of Cich 

( thlt a:.bae17 tD4 tha Jr1t1eh •b&Uf are cot awut ) repr .. ent 111 a cert&ill deer•• 

Regraded Unclassified
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• .noo•loa of tho l'reaola ~h acr-•· alt.Jiooocb U.. peeoo are '" 'be 

Hoalto4• !bo llrl\ioll ~aoq, IOhiU lla4 recoln4 UftrUOOI \he\ .t\ar U.. 

rooont acemmJ.•Uon of frenco hat 11- ollb.da\84, 110 turU..r \rautora of tra110a 

1114, fro:~ tliJilll7 r•Ut.coa woul4 bo u4o, Ieala ney o\ronclT 011 U.. nbJoct 

u4 u pror,>\lT ao4o o\roJIC r~ol&l1\4otioao a\ t.ho Q.,.\ral :1ea1r. 

!!'he l!&Aco IUpo\ocarlo l'renoo""'"pnUao, ao bao ~~- }ll'moul7 ropon.t 

to tho D~rt>1011t, can a vrlt\on UDAort.l<lJIC \o t.ho llrlUoh .ba107 O<.=o 110ntbo 

liP werob7, OliOJIC ot.hor t.hillp, H acroo4 not \o ull:o rttrl t\&IICoo \o l'r1110o 

liiiii .... •OOIIIII of lao pq&ODh ecreo-t 'lllll.oOO U.. llritloll •baOOJ' o~OI&lJ' cono-to4 

to lllt lroDt&CU0!1, Ao a roral\, t.ho belllt1 o poo1Uoa 1a t.ho :prooml lren .. 

actio• h a ,...ucularl;r 4elloato one, becauoo lf it ablcloo b;y 1\o A4!Z'U11oat wlt.h 

lht Jrlllol> !lobaoo7, IOhlch 1o rolv.ctoat to &in l to coa-t \o tho oporaUoa, 

O<t ooco1'41Dcl7 docllaoo \o call:o a r•lt\eDCo IOhlu U.. Cu \rallal< llao 

( 6o!1nlhlT autborl:o<l, lto llallaCOiltnt hero ~ b o on'or olJ' 41oolpllaed., if ut 

tnllrol:r r=Tod, b;r t.ho baz>lc1o h .. 4 otflco 1a l'ranco ( 'ld>lch pro.-.bl;y 1o 

Bot anro or tho oocrot arraDpau\ with t.ho llr1Uol1 • ba817) . !he btDk, act!AI 

•poe ott.Dcl.~ lcotrucUo!ll froa l'raaco, ba4 roquoolod the anthorhalloa of t.ho 

Ct•trtl l!&lllc to II<!Jto t.hlo roml \\enoo ao 1 t ba4 dono 1a t.he pao\, but kaovlnc 

!!1.>1 tho boJ.enco 1a tho l'roocb-<fre~>o tua4 of t.ho par.oonlo e6•-• -.. 
ozlwulod, 1t uowoo4 \hal t.ho au\horhaUon wul4 no\ 'be craaw. ll14oo4, 

~ CoDtrtJ. liMit a\ flrot pn noi1Cio t!l4t 1t ooulcl 1101 toke fp0ra)lo ac\loa 

•• tho o.ppl1cat1o11 , l~or rn'oroinc lto clooioion , porbapo aa tho rooult of 

preuve b;r t.ho l'ronch •bu•7• 

IOIINd .&l!NO'Oil 

( 
~P7 to lebaoo;r at TicliT 
Uo Jo, 851/631 

.nro,c1o11 

tbtoopy 

A tno oop;r of tho 
oi«JJod or 1&111al· 
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Hi lllll!ISii SUPPLY COUliClL Ill .n1!11 Alllll ~ 

A;pr1l.-;!, 191!2. 

DMr Mr. Bell, 

1 haTe beell 11ltonoo4 b7 q GoT,,.... ... , 
that , ... \on• ot &olcl bW.lioo. troe \he u.s.s.a. tor 

a\ Halifax about \he aiddle ot .&.pr1l. I D.llclero\ao.cl 

that tho C&ll&cli&ll llaTal author1Uee are beill& aakecl 

to arraA&e ~or tha :BaDk ot Cau4& t o t ake \oaporar)' 

cuato4J ot the bW.lion . · 

1 han betll illatrac\ecl to illtono 70u 

ot the &bon ill order \ha\ 70U ~ Mite ..t>atenr 

troa llal1tax 1D cllle courae. 

1•1 ~. Phillipa 
Mr. D. 'If , Bell, 

Under Sacroterr, 

United Statoa ~reaaur,r, 

129 
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SubJto\1 Chlnttt Rt&cUon t o 81D........,erlcan Lou .&cro-n\, 

j.l.r aa1l 

Tho Honorable 

!Ito Socrt\ &1'7 of Stato, 

ful>ln&\OD, 1), 0, 

Sir: 

130 

I !>aYe tho hoDOr to traaaait , for tho inforutlon of tho Departaent , 

certain aaterUJ. lDdlcaUJIC tho Cl>inooo reaction to the recent]¥ coJ>o 

clud.od -cro••nt for the lou of $500,000,000 to Cl>loa. 

Ao lndicaUn of officUJ. Chluoe pu.bl1cit7 , thore are oncloood.J 

Text of etatoaent mallt bf Dr. H.H. XUQS, tho Wlnioter of 
Floanct , to reprooootatiYOo of tho Chineoe and forti«o prooe 

OD Karch 2&; 

Report, releaaoll II)' the oftic:lal Clilr"l'lt.I.L tmiS .lG!llef, of re­
aarb U.S. IV Dr. IUD& at a J:r80t conference on Karch 24, 
reg&rdill(! the uaoa to which tho tundo lltriYOd froa t he loan 

will be pu.t . 

In a.!Utlon to tl>oao atateaento ey the W1D1oter of J'lnanco, the prou l>aa 

ghu coooUorable apace to ropl&r ,.,., reporh of the loao aod l>aa 

quoted the Y&rioua tol•cr- e:~<C~w~&tll between t be concei'Dtd officWo 

of t ho two OOYernaenh attar the a1gn1Jic of tho .t.cre-ot. 

Editorial co-ot Oil tho loan J16rftMDt hal been aada II)' allooet 
all local uwapo.pero, wh i ob without exception oxprooood China'• «J'&tltudo 

tho loon and prate• for the opirit in which it waa aada. Woo\ of tbio 

• ..,...,.t, how ..... r, baa betll rather ncu- 1n dhcuaaioc the uoa to wbloh 
the tundo lholald be pat aod tho folloorloc two articloo b.&n be61l oelocted, 

not onl;( bec.,..e t1>e7 are tho rtowa of lnfluentW papero, but bec&uao 

thrt appoar tho ... t reaaoned and lntoreotlncl 

'lrtlllal&t1oD of edi\orW apP&ari oc 1n the HSIN 11UA. Jm PAO 

(C...,..iat) of Karch 3', 1942: 
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Both artieloo oxprooo tho foar tbot tho additional credit made 

u d loblo 'b)t t ho i .otooded 4o .. ot1e bond 1oauod buod on tho loan aq, 

..,leos .... earot\11 rootl'letiooo aro Ulpoood , bon an 1nflat1onacy 

effect oppooUo to t hat oOQCbt. Io thio th07 ronoet a provaloot 1ac1t 

ot con!ldooco 1n tho COYOl'Dllllnt' o !heal pollq, l!ut troll thh point 

tho y!ewpointo of tho too paporo dinrp. !'bo U ll1liG PAO, cooohtont 

d th lh lone: adYoc&tod poliO)' which it calla 0 doflat1oo•, liOTo tho 

nolo e"pb&ah on tho •oneta:y o!do of tho probl .. , polot lne: 011t tho 

doAtlr • 1nYolYtd In conoidorl ng t ho loan, and that f i'OD Groat Britain, 

.. a •rootl'n° fol' the Cb1nooo eurreoq, which althoucb alroaq e:roatl,y 

o•or-exponded hiLI'dl,y oqualo thoil' faoo uount. In addition t hh paper 

bellneo that aubocr1pt1oo to tho propoood bondo 'b)t tho woll-te>-4o will 

han to be )lUt on a com)lUbOcy bao1o, that tbo probl em of hoar dine: ohould 

be a ttacked 'b)t tho forcod oalo of hoarded otocb 1o oxc:han&e for bonde, 

and that uae of the loan for otimula t i on of product i on auot be "oot 

carttullT controlled 1o ordol' to avoid further in!lat ionacy effocto . 

~ HS IN ~ JIH PJ.O , on tho other haod, bol 1oYoo that the queotion .not 

be appro&cbod on a broadol' buio and that IYIJ'7 poooiblo H&no .uot be 

found to attack inflation ond eliminate ho&rdl.D& 'tir 1naoao1D& doaootic 

production. I t in!ol'lntial.l,y el'1tieillo tbe tale of bondo r edeemable 1n 

forole:n eurroncy ao porm1tt1Qg tho night abroad of capital • bleb woold 

beU er be uood 1n dnolopi.Dg thh doa .. Uc production. It 1o lntOI'aating 

to note that thh J».por, CCIIIIIIWiht In oupport, 1o tho onl,y one to 1noht 

that Chi na ahoold ropo;r t ho loan. 

leapoctfull,y youro, 

c. E. Gauto 

Enclosureaa 

l to <& u otatod 

Or!e:lnal and too coplu to tho ~part•nt 'tir a1r 

!hroo coploa to tho ~partmont 'b)t pouch 

851 

JSS/acl 

! rue Cow of 
o!cned Original. 
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ioclOIQJ"e DO· 1 to clloopatch DO. !Mll clio ted. .lprll 1, 1942 t'rooo .berlcan 

t=baiiY at Cbuncldu&· 

(COPT) 

R. J!, XUliG ISSUES SU?.!EWIIIT 011 .liiGLO-AMERlc.UI LOA!IS 

Cln>.ftcldac, llarch 3' (Ceatralh Dr. B.H. ruac. lltahter <d 1'1DaDco, 

to~ iuued the followiac etat-at oa tbo recoat .bericaa aad llriU&b 

loan• to OhiDDl 

'I ... clad. that I ba ... the opportunity of •••tine :rou thh aftorDDOD 
and maldDg a etateMnt ooaotraiac the AMrloiUl and llrithb loano to China. 

l'hese loaao are a ccnorete aaa11'11tat1oa 1D tile ftaanclal oJi>ero of tbo 

clooe boDcio of frllllcllohip botwoen thoao three croet 4eaocrat1c powero, 

fhe generoua toraa of the Sluo-Aaerican acro••at Juet ticned &boa cloarl;r 

the spirit of clooe collaboratioa aad autual ald that uhto, and pro.,. 

tho deteraination of the aati-.\rlo powero to act :proaptly and e!!eotl'Ul;r 

to enaure the eucc••• ot tbA co .. on c~•· 

°Chiaa1o reoietanee of aoarl;r tho :roaro baa pl.oo'od a •Hal :part 

1D nabaiDC all4 ~ttac the ene~~r. llut the rafliCeo of war • aced "bf 
the ruthlou agroeocr acatuet the ChiDOOI people ba•• lnodtabl:r to-

creased tho etraln on the Ohlneee occno•io and f i n&Delal etructure. It 

became oeooatial to coaoolidate and otrongthon our oconoaic and finaaclal 
base lt we were to ll8lce the ma>:lllwl contributioa to tho concerted war ettort. 

"At 10011 ao tile Genoralieelao and I aado thh oituation clear to the 

resJ10ctho GoYernMnto, thll)' entered luto iaMdhte coneultation OD h.,. 

boot t o roao<IJ it. !bo loane are tho proclllct of theoe coaoultationo. Jn 

carr:riDC out the negot1at1oao, the llinhtr:r of i'iDanco hu coaot antl;r ba4 

tbo wioo cuidance of Genoralioo1ao Chlut« lal-ehek aa Prooidont of the 

Executi'fe Yuao. 

"1'he epood aad unani•it:r with which tho Aaerican loan wu adopted are 

a tribute both to tho .,..pathetic aad coaoroua underotondiDC of Chlaa' o 

neocio and tho realbatlon of China'• ieportaace 1n allied cre:nd otrateg:r ~ 

\'&iling iD .laorican GOYornaoat c1rc181 aad UIODC tho .lllorlcan people ao a 
whole. On bebalf of tho Ch.1Deeo GOYOrDIIont and J100ple J whh to upreoe 

IV gratit ucio to the ,laeriaan Go•ornaont and people nat only for the 

economic aeeiotaaco tho:y are proffori"' to OhiD& but alto for their 

c18100notrot1on of their faith 1u C.hiDD'e ability to fulfill ito :part in 

tho O&crtd UDiOD of all free ptOplll acalnot tJr&DD7• J whh :particularly 

to thank Preeicllont J!ooeo.,.lt , Secretar:r llorcoat- aad tho other ••bore 

or the Cabinet aad the CODCJ"OoiOnal 1aacllora who ba ... ohown o=h creat 
lotereet in help to China. I .,.r:r auch appreciate the attitude aad opirit 

ot eoo:poratloD ohown "bf the AllerieDD authoriUea in tbo oogotiatlona with 

our i'orolcn lllnhter, Dr. T.V. soollfi• Wo are crat1f1od bf Dr. Sooac'• 

offecti.,. conduct of the nocotiat ioDI• 
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•I oould 11lte to o\reoo tho un~eoden\ed na\v.re of \b.o loaD which 

14 !tool! renoeh aD4 oapbaai&u \be lrlDd of eooparaUon a war of treeclolt 

ln•okee. I\ b our fira iD\onUon to aalca the batt po .. iblt uao of thio 

!JJ>anolal uohhneo. Recent~ t here baa been eontidorablo d.heu11ion of 

thh quuUon in our ~··· 'l'bo Oonl'UIIOilt, of courao, wole01>11o ad .. ico 

ac4 eu&gett!OIUI baaod on a thor""~!> underot andillc of our probl- and 

di! U cultieo. As 1Dteroo\ i .o wideo~ad, 1 aa \alda,; thh opportunit}' to 

outline the o1tuaUon, oo that t ho natura of our ooonoml.c problo .. 11q be 

htlltr underotood. 

' The FiDarr obJecUft of tho loan 1o to o\reJICtboo our war aeon""' 

and not to facilitate the reetoration of poece ocon~, as the »roponen\o 

of tho re-ootabliohaon\ or a free fore~&n exchanco market would appear to 

lul;ice. Such a JOIOturo would llllke no cont ribut ion to our war e ffor t and 

would benefit ~ \ bo tpoculatoro. 

'This loan g i•e• uo a much needed opportunity for exorcioing econoaie 

lnltiati.... The exponoion of our ailitazy effort 1a bOWld to entail 

CHoler expandituree. 'l'bua our budgetazy deticih will t ond to beeo• 

larger in t pite of tho inereatt in rennue res'Clltla,; fto11 the apoottlon 

of nev taxet and the 1ncroaoe in tho rata of old tax... 'l'heeo defieih 

""" be met OD~ ey borrowing. Now, the more thh borrowinc b backed. ey 
oound tiDOIICI.al. reoer .. oo aDd the aore it h drawn froa genuine oa•inge tho 

oulor 1t will be for ua to choclc F i co inereaaeo and to re~uce the dongero 

c! inflation. 

'Therefore we intend to uao the new loan , i n the firet place, to pro­

•ldo a oolicl reoern for our nota houe. Thh measure will direct~ 

otrea,;then eoofideneo 1D fapi throughout China. 

• In tho tocond place , we ohell utilite it aa boekia,; for new internal 

bond i .. ueo on a foreign currency baoit which ey proTidla,; an attrM\ho 

u.•lng aedlll8 will tend to ot la'Cllato tho YOlUIIO of oa•ia,; and abo orb fapi 

trooo the circulation and at tbo o&JOO t ioO encour.,;o th.e liqllidetlon of hoarda 

ot coodo . Tho ex1J&IIo1on of genlline ae opposed to fictitiouo •••ia,;o baa a dou­

ble advantage. It tranofero to tho Government command o"r goode wb1eh 

• oulcl otherwi.to be e .. rolaed ey Finte people, thoro~ directly keeping 

clown t he prbato deaand tor goo4o at the ... ,. tioO when tho Gonrnme nt deaand 

!or goo4o 11 axpondia,;. And u enablea tho Oonruo:>t to finance ita ox­

ponditureo with l e eo dependence on further oxpMnoion of tho note ioouo. 

'A nation-wide patriotic eaapaign for aale of tho new ioauea will aeon 

hec 1n. 'l'be Oo...r,..n\ confident~ oxpocta wgo and ,.u.-epread roopo!Uio 

from t he public. 11 aey hcardore of goo4o do not ooe the adnntago of 

shifting :f'u:nde troll opeeul.ationt into tho new bondt , ollitablo .. ano will be 

found to induce \baa to do oo. 
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•Furthe,.oro, ,.. udre to oxpa~>d pro<lu.ctlon of co.U eooenUal t o 
tho ouccoootul oondnct of the war. lo llll.Ot ropidJ.T 1Dcreooe prodnetlon 
to otroncthtD tho - ODd t he roar , t..pron ODd onond our aeODo of 
c~icotion with the outo14o world, ODd aok» ouroelToo aoro tndepondect 
of toroip oourcoo of ouppl,7. 

' The fl&ht ocotcot inflation 1o --o1<Wd anc!. ll\l.Ot be conducted on 
~ trocto. ~xr tundamontel problem 1o cetthor purely monetar,v cor 
pure\3 .. pro'bloa of co.U. Ii 1o both. To bO oucceufuJ. 1c ochieYiDC 
the oconoaic 1n1tiaUTO we ..,.t tnclclo beth oopocto ol.ault aneouoq. le 
omt conool1uto our a onet ar,v otructuro 'qy otroncthonl.ng our reaenoo, 
tor rourYOo ore oo coceooar,v 1D t he oconoa1c oo in th.o mill tar,v op.oro. 
lo wot lceop t o a aicimwa the potential inflotlonoey otfocto of detlc1t 
tlniJicinc -qy dr .. i nc on real oarlnco. J'iDOll.7, we auot 1Dcreooo both 
lho production of co.U ODd tho non flcnr of coodo once they are produced 
octo tho .. rloot. 

•ne chocldnc of price 1Dcreoooo and the re-inforcel>Ont of our 
curroaq ODd financial eyst eD are 1nd1opecooblo OC'On02ic pro-;equioitoo 
tor Yictory. Thooo objoct1YOo • • can attain bJ tho wioo utilisation of 
the lo&n. le do not regard the loan oo an opportuni ty to edlltnioter a 
teoporary polliatl.,. or an injeCitlon tho of focta of which will ooon wear 
off , but oo ..., opportunity to i nvigorate our oconolll,)' in ouch a wa,y ao to 
enable it to meet all the de!!l$llds tho war 1o lloldnt; and will• make on it, • 
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JaclotUH DO• 2 to UopatGh DO. M6 elated April 1, 19U h'oa J.eer1CAil 

tabe.ltY at Ctmncldac· 

(COPT) 

DR. ll1liG .t.liii<XIIICIS "ALLIED VIOTO!ll' LaUi" Dr 
u. s. DOTURS 

ChungldJIC, ~h 24 (Centr&l.)l Dr. H.B. Xt~J~g, V1ce-Proo1deo\ o! 

~be Execu~h• Yualr and coocurrootly IUnhter of P1nanco , annOUilced 

o!fici&ll,y to461 at a prooo con!orooco that Ohio& will iuuo a US$100 000 000 

'.Allied Victory Loan°'be.ckod 'by the on $1500,000,000 .t..or1can loan. ' ' 

'lbese .boricDII dollar boou can be boucbt with Ch1ooao dollaro at tho 

rate of l:C$100 t o US$6, and can either be oxclw>god at •tur1\7 for ..., 

American dollar 4rD!t oo Rn T ork or a old at tho preYaillDc rate for 

~~eric~~ dollara. 

Dr. Kuns al oo officially coofirmod ropor~e that tho Chinese Go.ern­

ment will lsouo oavio&• cortificateo in Uoitod St~too dollnro, which 

dll be purchaaable with Chioooo dollaro at the rate o! IIC$100 for US$S, 

&.he lo .. r rato beiDc duo to tho fact that thuo cartltlcatu will bO r ... 
dee:oable w1th1n ohort por1odo of one , too and three ;yoaro. A total of 

1/S$100,000,000 1o thuo oa•iop cert1f1cateo will be hauod. 

Dr. Kung, who had not tully recovered from hio recent illneoa , mado 

himself a .. 1lable to !orolp and Chinoto proumeo t hh a!tornooo. He 

u plaiood that t he aa•iaco cortificatot and 0AU1od Vlctocy :Bonde• would 

gin Cb1muo 1mduotr1alhh ao4 buo1mou•o an opportuoi\7 to purcho.to 

Gaited S~atu dollar• apinot t ho dJQ' wbon cOCIIIW11caUooo betweeo Cb1mo 
1M tho Uo1ted Stateo will be rootorod to the extent that Allorican aachinol')' 

and good& can be boocht and deli'fOrod. Ho added that it would alao bO an 

opportunity for thoto induotrlaliota wboto !actorieo and production plant• 

have boon dutro;yed ey bclllbi nsa, to ..:cw:nll.ate U.S. dollaro with which 

to etart a!rolh when conditi on• are otabiliood oufficiootly to enable thea 

to procure tho aoceu&Zl' .t..rioan aaeh1mor;r and equipaont. 

Ao:C.d how tho on US$1500,000,000 .t..rican loan would a!foct tho 

co=odity price ott"-Uoo in China, Dr. Xuns explai ned tbat tho 1oouo wao 

a co~pl1catod one, but t hat the US$500 , 000,000 brought Ch1ca1o total 1 
currency re10..,00 to more than 100 por cent , which ohould renew tho pooplo I 

coofidaoco i n t ho Chiooto dollar and thuo ro~oYo the people'• toeptatioo 

to koop their holdiDco 1m coodo rather than currency . thoroey naturally 

reoultlDc 1o a drop 1m co-41\7 pricot. Ooco the pooplo decide to koop 

fapi , thOJ will otart uDloa41ns hD&rUd coodo , thore't!y allniaUns t ho 

art1fic1allT-aai ntai nod ohor taso aod br inc1ns doWn pricot. 

Tho Jinanco lliniltor &110 pointed out that tho U,S,•dollar I&YillSO 

cortificatu and "Allied V1ctol')' Loan , • totalliog US$200, 000,000 would 

aboorb approxlu.tolT four billion Chinell dollar• or ro~ one out of 

eva.,. four dollar• in circulation, thUI roaorlac fr011 circu1at1oo tho 

larp """' o! idle and noatlDc capital now bein& used f or tpoc:ulat1n 
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11>4 boardi"i oporatlGIIO . '!hio YOilld 'bo allO\hlr Yq iD Yhich the Dft 

.~.a~orlcall loa~> would help otabllb o eomo41t)' prle10. He addod that the 
, ... ~nt' o - roplationo a11d o.ctlrltloo .,aiDot hoardero are 'bo­
c lodll& to tlcl>tiD u:p, and that pool tlft .. Uurl l YovJ.d 'bo t aken to 
lo4w:t thooo Yltb idle f l oat in& eap1tal to t ra111fer the ir hol41n&a froa 
boarded coodo to tho new bond or at.Y1~ eert 1tl cat oo low oo. 

Dr. Xung rneale d that a bond exchange woul d 'bo eotabliohed In 
Chunglc1ng in tho noa.r futuro, wbi eb Ylll allow boldero of the new u,s . ­
dollar bondo and oaTin&t cortltloat eo to ooll thou boldi ngt or obtain 
loant UtinC tbotO U collat eral . thuo &lving tho nu iiiUOI creator 
.. roatlllt7 and Yalua. 

J.tlcad wbttbor or not tho applleatlono of tho .Lmerleen loan would 
find parall el 1D the uou to Yhich the Britloh loan would be pu.t , Dr. 
Xu."' ropllod that dotalled arr~:onto roprdiDC tho liO ,OOO,~pound 

,/ ttOrliO& lOall had not ;yet been acreod upon, 'bu.t that \he lr~:<Cnto 1D 
thh rtcor4 Yould probabl;y follow conerall;y tbo liDoo of tbe .....,ri cao 
loan. lie pointed out that no otr1~ wore attached to tho .L:ori cao loan, 
althouch tho Cblneoe Go ... nment would pro'bobl;y eonoult tho .Lmericao 
Goytr..,.nt In aattero requiring technical uolotaneo for appl;yin& the loan 

aoot of toetl""lr· 
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l oclollll"• co. 3 to deapatch co. 345 l!ated April 1, 1942 tro• .berica~~ 

iebul1 at Cll~mgldac. 

Tl'IUlalat1on of Uitorial .lppoariog io BSIH RW. 

Jm PAO, Cbuoglc1ac, ll&rch 2', 1942. 

!filE FURPOSES AHD SIGl!IJICAIIc::B OJ' Tm: SIIIO-.liiEIIICAI! .t.OREEioiBll'l'. 

The Sino>-.Azloricac Loan J.creoMot conclncioil at lul:iQctoo on !larch 21 , 

11 a1gn1ficact !or the atreosthen~.n& ot t ho anti-J'ucht J'ront, tbe 

economic powor of China' a armed ree1etance, and the relatior.a between the 

tto countriee .. 

'!he purpoaoo ot tho loan are .,...,..hell 1D tho J.groecent Wlilor el'len 

points which 11"'1 be jlrOI.lpoil under f01.1r ll&in cluaiticetiono: (l) 

Strengtbanin~ tho curran~ oyatem, checking infla tion & preventing 

hoardios: (2) Promoting anil uaiatios tbe ilevelopaont of produetive acil 

eo=micetion onterprioea: (3) Iaprorlnc the lhelihoocl ot t ho people; 

and (4) Stnnsthening Cbi:la1 a notional iletoneo in orqa eilciitioDAl t o 

tho•• pro~idod for by the Lend Loaao .lot. All ot tbooe are vital tor China. 

!he praaont raplll rhe ot pricea in Cbica h chietl,y iluo to boarilins 

111&4• po01iblo0 by u.ae ot • , b&Dk and c .... rcial e&pUal, 

•. Hh01J6h the otoaey expaneioo ot note ho\18 mat &lao be taken into acco11nt. 

To prevent turtber price inflation it 1o absolutely noce uary that boardins 

b1 punished, and that atepo be taken t o have tapi returnoll to tbo 'rreaaW')' 

and Us total ioe\18 no!uced. 'lbia 1a orby the Loan Aue ... nt r epeatodq 

re!oN to tbe atronstbenins of tho curren~ anil backins qot••· tbo cheeldns 

o! inflation and tho prevention of boardins, But the otnnsthenins of the 

currency doea not .. an tbe 111\l&llCO of new notoo or the flotation, oritbout 

prior J:>Obilir.atiozoO • of the people, of dno:outic loan• which em aake 

pouible the olil practiae of exch&Dsinc the bonde at bankl for lepl tenillr 

and t.hen poraittins tbe b&Dko, on tho baah of t heir bond bolilioge, to 

inuo lOOft curren~. Such action will only make it iapouiblo to attain 

tho goal of cheeldng inflation. 

'!'he proaot1o11 of procluctin enterprhoa h even aon iaportant. 

lnnllequah production 1e the aa1n ceuae of boarding. If tbo liiSl"lcot could 

be oupplied with ouffic1ent coodo , ho..rding would not be feared. No..-. 

oi&bhd people care only tor quick profito. !hey believe t bnt pr oduction 

1o the roar b&o reached ito II&Xiau.a ac4 cannot be increaoell. Woor their 

atteot1on ia being ooncontrateil on the chance to make lar&O profito by 

the old meano ot purob&oing foreign otocko anll bonllo with American curnney. 

'rhh llllil' not be banoful , but 1t will certainlY not help China' • ,..,.....umo 

0Tiro cb&ractere lleletoil by cenoor : froa contut 1t S/Jfl be ua,...il that 

th"Y are the character• !or 0 Gonrnonont• • 
••Precumab!y .. anins: •ef!ectivo control•. 'lrana. 
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oconOIIII' U' 1t .. ..,, a tl1sht1DC of offorta to incrouo domoatic proilucUoa. 
~ port of tb.h capital .... t thoreforo be allotted for the uvolopMnt of 
a:all indue try, cooperativoe and fara production. !bo iDcreaae of iodll.etriaJ. 
and f.ra proiluctloD will coDtiderab}T aJ.loviate tho proooDt diffieul t1oo , 

tor it .tll, tint, t..provo tho Uvolib.ood of tho pooplo and, oecoDd, 1q 

thO gound tor a counUrattaA:l< ~ otroJ>Ctlltllio& th.o DaUoDal dofenco. ho. 

tbls It 1o obvioue t hat tb.e uoe of tho loan 1o not .. ro}T a quootioD of 
contrac~ing curroDcr iooue, and obould bo conoldorod on a broader baolo •• 
a financial and ocon011ic preble• or aoolotlDC tho wholo anti-Fucht war 

effort. 

!be wordiDC of t ho .lcl't•Mnt I~ !..D tho opirlt of truo oquallt)'. !be 

Second Article uno DO reforo"" ' to oocurlt)' or othor oorlouo obll&&tiona. 
'l'hlo b UDprecedeDttd 1D tba history of Sino-Aaerlcan tiD&DclaJ. and 
di plomatic rolatloDO. Mtor tho •lctory, when ChiDa will ban woD bor 
co!llplete olllaDcipatioD, we predict that fl.naDc1a1 rolationa between Ch!Da and 
Amorlca will be on t hh oame equal foot1DC· lndood, on}T ouch a bath 

should be acceptable to Ch1Da. 

So:~~e thlDk It W111llo to neglect financial tonoo In 118lcing ouch a loan. 
It 1o our opinion that, neD thoush China and Aaorlca aro o~d in a c ... on 
ot ruggle, and IVOD t hOIJ&h thh loan 1o to be used in tb.lo otrucglo, otlll 
tho Cb.lnaoo pooplo , at a aatter of DatloDal prldo, should aner tho 't'lotory 
repay a11 loans which ban b.olpod WI to win our frotdOCI. 

The Sin~rican Loan b.ao further ioprond tho 1ntillate relatloDo 

bet•••• theoo two geat D&tiODe; and hat otrengthonod Ohlna1o financiaJ. and 
economic otroneth for the otruggle. We hope that tho purpoooo and oplrlt 
of t b.la .lcl't• .. nt w111 bo thorougbl¥ o!foetuated, and that 1t will be udo 
t o bear fruit ~ coDereto moa.aur .. to roM~ the preoent fintulciaJ. dlffloul­

Uea. 

Ho!/JSS/mcl 
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!ranolatioo of Editori&l Appe~inc 1n t he !A lUNG PAO, 
Chungkin&, \larch :n, 1942 

!HI BRI!ISH AliD .WZIUCJ.N LQAliS 
AliD ~l!i! IR USES 

1.39 

!be S ino-.lloericaD LoaD .Acroe...,nt WM ol.cned on lll.reh 21 and ito 
hiatocy, and the p4na of tho Chineao Oonrn....nt for tho uee of the 
!Wide, explained ~ tho Jinance loli niator at a prOle conference on tho 24th, 

fe are 110ot gratified ~ the apirit of autual help iaplicit 1n tho 

word.o of t ho .AcN-nt. ntro h no aecurit,o, no tiae liait , no int oroat, 
oncl oo eond.i tiona at ta.ehodt &11 th01o are to be deeidod after the end of 

the war. Such liber&lity can only be between two countrioo which ah&ro 

ha!'!'i neu and "hfortune to,ather like fMt friondo. 11'1th ouch a procodont , 
n e.ro confident that the apirit and tel'llla of the Sino-l!ritiah Loan Agree­

ment CMIIOt be different, i'Or the IUCCIII Of thOIO DOSOtiations, 110 gin 

credit to t ho co.,.rDMntal authoritioa concerned., and at t he """"' tieo ox­

!""'U our doop gratitude t o our Allioa for tho1r kind and aineero holp. 

Ao to tho UOOI Of tho loan , t ho Acreo .... nt ... DtiODI OO'fon ceneral ]lW'­

p<>aea for which it 1a intended! ( .. CC.otaa .. ) Dr. Kunc doacribeo fouz 

obJectivea which the Chinoao Ooftrnment haa in mindt (1) Tho inereaao of 

the ourrenar reaeroe to atrenctb.en tho poaition of t he fapi; (2) 1'ho 
Issuance of doJDOa tic bonde w1 th foroien exchange ba.ekinc to increaae o&'l'i~ 

end contra.et the e1reulat10D of eurronar ; ( 3) The increaao of production 
of ~~~&torialo iaportant for carr)' i n& on tho war; end ( 4) 7he iaprO'I'OMnt 

of international cOIIIIWiication facilitioo. And the Goneralhailllo, in hio 

telegram to President Rocaoftlt , g i'l'eo ~rther l ight on ita general uaaa. 

Of theae three dooumenta, the otatomont of Dr. Kunc io certainly the 

moot concreto. Of tho f011r uaeo which he baa deacribld, the aecond Ia aoon 

to be p>t into etrect, IIUiol;r , the it~uanco of 1 lll1od Victory l!onde1 

ou!'!'Ort•d Jv US$100, 000 , 000 and !reaoU>Y !britt and Sa'l'i~ lloteo oupporto4 

lu another US$100 ,000,000. 'l'hoao ohould be an effoctho M&n• for rodueinc 

Inflation aDd checking tho hauaneo of 110ro fat>i, !or it bot h kindo of bondl 

can be coaplot oly aold it will invol'I'O the r~ to the Go'!'or,..ont of aoro 

than CN$3,600,000 , 000. Since tho plan baa been decided upon, tho early 

losuaneo of tho bondo can bO expected. 

"'•cording to Dr. '""'• tho GonrDMnt , exyectinc that bondo with ouch 
excellent ooeur1t7 can be oold without di~~ieult7, io loa'1'1QC tboir purchaao 

00 YOlUDt&rJ baoio, J!ut thil 100a1 quootionable. ~0 caneral public, While 

patriotic, dooa not ha .. o a autficient of extra eaah on hand; and tho wol.l.­

to-do, on the other hand, uaually uao tboir capital for hoarding and 
aooculation rath•r than tho ~chao• or co .. ornment bondo becauoo they can 

in that wq .u. 110ro profit. Thio 1o a pre.ctical !e.ct. Thoro ohould 

therefore be a pneral eoape1cn t o 1 t1mlato tho patriotiaa of tho ca.on 
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poople t o ll><!llce thoa to purchuo bonde , ad. appoal t o tho rleh 'buo1noooaon, 

tor the aalce of tbe Dation' o wolf are , to 1onot 1l> bonde rathor than other 

.... , of profiteerill&• ~t tho • ...., tiM it wlll bo noeooo...,. for tho 

Government to adopt oome forcible meano to aalce tho rich oubocrlbo to bonde. 

For 1netanco, the GonrDilent can tlk8 o•or goode decl&red to be unl..,tul.J.T 

hoarded o.nd pq for them with thooe bonde. Such a plan will brill& offectln 

rooulta In OW' caapalcJI for cloflatioc and the otabUbaU oo of c.-odit)­

Jiricea. 

Io dllcuoolog tho ,, .. of tho loan, 1t h moot important to cono1der tho 

proUe" of eurronq rooerno and the 1neraaoe of ln ... otaont. 

· The Loan Agreement specifically prortdeo that It 1o to be uoed for 

' prevent I n& inflation• and •reducing tho clangero ot inflnt1on• , But if the 

loaA io to bo ueed for currency roaern which will lllllco poooible t bo 

loou.nce ot aoro fapi, 1t will certa inlT han tho effect of further 

occelera tlon ot lntlatlon. Tho two loano (l!rl\hh and. .t.Mrican) total 

Cll$13,000,000,000. To thlo Jlll6lf be added OW' prooont reoervo, make a total 

theoretical roaerve of $20,000,000 ,000. Our preoont lsouance Is atlll below 

lhlo &DOunt oo 1t 11110' bo &r&\lOd that a further ll>crease ot currency, at 

leoot up to t hh poin t at which baeldog would bo 100 per cant, woul d do no 

hero. l!ut t ho problea 1o not oo oll>plo. Currency h nothlog but tolceno tor 

procluctlon and consumption. It there are not enough goode, and if foreign 

exc~, due to war-time reetr1ct1ona, cannot be exchanged tor more cooda, 

we will otill have Inflation no ,...tter what the rooern for the currency. 'lo 

IIUot gv.erd t herefore agalnot t ho fallaeloua idea that no hariD will be done 

by the ! nuance of more fapi. le call thh poi.nt po.rtieular)J' t o the 

attention of tho GovorDiltnt'o financial authorltieo . 

Aa to ll>creadnc production, thero lo not 8l1eb to be oaid. Tblo I.J>­

cre~oe lo aboolutoly e ooentlal. But ac&ln - It thio lnveotaent lo oo un­

controlled &o to cauoe credit expenslon, it will h&ve b&ratul reoulto. We 

have CO!IO<Intod repeatedl.Jr on t his problem in the past and bore ad~ cnly & 

t ow pointe1 

(1) 

(2) 

(3) 

Tho nWIIber ot tactorlto 1o not ao important u tho quantit)< o! 

production . When loana are siven to help produotive entorprioeo , 

ear•• 81111t bo tal<Bn that c..-etul. lnweotiptloo ot the truo facto 

with re&&rd to exlotlnc entorprioes io made. 

In ... stment muat be limited to t he enterprisee which can iaprove 

t h• 1r technique an~ reduce t heir coot of production , and to those 

whooo uro<!llcto can be controlled at a price not h isher than that 

f1xtd io- tho goverDIDtnt. 

The market wot not be tlooded with capital to ao to upset the 

rolationohip between the cooto of matoriala and labor. 

Loo/JSS/mcl 
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!1111 talocru .... t bo 
paraphrued be!oro bel.n& 
co..unieated to aft10RO 

other than a GoTOrnmental 
aceney. (BR) 

Secret.uy or State, 

J.p:ll 1, 4 p.m. 

llma1 1111 .. ia 
Chwlcldnc ud NR 
lle.tod April l, 1942 

Roc14 8142 p.a. , 3r4 

Official !icurea Just rocei••4 oho• 13,700 tone 

ot carco u arriTinl; at Kunml.ng oTOr t he l!urma high•I01 

during tho short month ot Februory which roproaenta a 

alight dacreaae in the da1!1 averago ot traffic within 

recent montba. 

1.41 

r 
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TEl.EGR..II SENT 

/.IB A.pril l , 1942 
Thia ttlt6ro.m must bt 
pc.rr.phrr.std btfort bring 1 o. ,m. 
coanun1cc ttd to rnyont 
othrr· thr.n r Oovrrnmrntrl 
ngtncy . (BR) 

;.J,IEMB;.SSY 

CHUNGKING (CHIN/.) v1o. N .R , 

24:1 

For •. dlt r frcm Pox. 

QUOTE Tht documEnts mtnt1ontd in no , 210, 

llcrch 24, 7 p . m • .forwcrdtd t o you by d1plomrt1c 

pouch . E liD QJJ OTE • 

F!>:FL:BMcB 

I•'ELtES 
/.CTINO 
(FL) 

1ll2 
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! tde..-1 .Rue~ Bank of !lev York 

llov York 

In or4ar to proport1oD&te bettor oo.r bol41Aco of c<>l4 

azul 4nhoa vo bee you to euu.rlt for oo.r opeo1al -rte4 

sold account with Tf¥0. appron.&t ol,y $10, 000, 000 t1111 cold 

dob1t1nc t (lu1ftlent to the account of oo.r Zurich off1ce n.J.ue 

to4q Stop P1ouo cable dttaUo bot h partite. 

14.9 

(.Rect1Te4 by tolephoao froa 7o4oral .Reoo"o :Bank of !lev Tori!:, 11, T. 

11135 a, a , , Apr1l l , 1942) 
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23 lall Str .. t 
1 .. York, 1 .. York 

llocloral Rtatl'YI llaDl< of !lew York, 
33 Llbertr Street , 

1 .. York C1tr. 

Dear51rll 
.l.ttenUoo: D. J. L1d4J:, J:equlre 

1.50 

IUb ... fer•...,. to our col1'fenaUon of 7eete1'4.q, we ODeloee 
hernltb a cow of a letter •l.cD•d IV .1., G. C1eO(DI.D1, .l.reh'bbhop 
of Laodlcta, .l.poetolic Delecate , tocether with a cow of cable 
reet1Ttd fro. the ..._.1n1etraz1on• Speciale della Santa Sede, 
Vatican 01tr. In thb counecUon we r11pect~ requeot that 
you arr&~~&• fer tbe purchu• of sold 'bart for Talu• of $700,000 
on behalf of our clhnt and thereafter hold ouch !Old 1n your 
1not1tut1on for the gold account of the .l.mm1n1etrac1one Speciale 
della Santa Sede, Spate Dell& CUt& Del VaUcano. 

le ehall thank 70u to &dd .. WI when thlo tracoactlon hal 
boon coapleted and hill WI for the coat of the cold, plut eh&l'gtl• 

Tour kind attention to t h1t ... tttr will be apprtclattcl. 

Youn Ttr'T truly, 

J. p, llorgan ll Coapa1111 , Inc. 

1•1 S14Dt7 Lanter , 
Tn...,...r. 

(Rtct1Tt4 IV telepoo.,. tr .. Federal RtatrTt llank of ... York, I .Y. 
1:00 p.a. April l, 1~) 

Tl 
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Jo. 12/39 

Al'OS!Ol.IO D"C! '4'!101 
UldWcl Sta\oo ot .Aaarica 

3339 Ma .. aollllooth ATelllle, 
WuhiJic'cm, n. o. 

~rr. BOAI7 c. Ale:u.ndor, Vico Preddont, 
J.p. !!crgu & OOIIPalll• Inc., 

23 Wall street, 
,.., ron: Oi t7 • 

.;D..,. ur. J.le:u.ndora 

151 

March 30, 1942 

Bh laiunco, Cardinal Macliono, SocrotUT or St ate, baa requu\od ao to 

• ..,.,.leah tile tollovi.tiC inotractlono t o J. p. More&A & Cc.p&~~~ on behal.t ot 

the AJaWotru1one Speciale della Santa Socle. 

1. J.fhr obtainiD& necooaUT cU.OrhaUon, J. p, Kore&A A CoapaJl1 

lhoulcl purchaao colcl baro r or Taluo ot $700,000 (Sonn lmnclrecl Uollhll4 

dollaro) on bebaU or tho .a..iuhtraaiou Speciale della Santa Sado, 

cbargin& tho oaae to tho clollar account of the .a..Wotru1ono Spoo1olo 

1o rour bank. It 1a added that u JlOCUIUT thh .&,pootolio Delegation 

lhould uaiet 1u obtainiD& tho c~uion tor tile toragoio& purchaao. 

2. ! ho cold purchaaocl ohoulcl be placed in the cold account of tho 

AlUI.1nhtras1ono Speciale della Santa Sado at tho J'adoral lloaone ll&llt 

of Jov York. 

3· !ho c_,lcationo ot J . p. Mcre&A & CCIIIPG7 or ot tho Fadaral 

Roun o Bank ragarcliac t hio uttar ohoulcl be tranaal.ttad to tho 

Alllliohtradono Speciale clolla Santa Sedo b7 moano ot t ho .&,pootolio 

Delocatlon ud tho socrotar1ato ot State 1Jl tho Tatican. 

1 UD.dorat&D.d that tho .a..iuiotraaiono Speciale della Santa Seclo baa oant a 

ro41ocr• to your OOIIP&Il7 rocarcliac thio aaount , vUhout haTiDC 1Jldicahc1 tho 

obJect of tluo tranoaction, which 1o u p1ainecl in tho pruent letter. 

1 ohall be crataful for 70111' cooperation 1u tluo utter, and uk J'OU to a­
foro • • vllon tho tran .. ction baa boon COIIPlot ad ao that I can Wora tho l!ol7 s oo 

ot tho purohaoo anc1 clopoli t. 

V1th aonUaan\o ot •••••· and nory coocl Yioh, 1 r...U, 

S1ncorol7 7ouro in Obriat , 

( oipod) A. G. CIOOOlWll 
Uchbhbop of L...Ucoa 

Apoatolic Dllteato 

(P.acoi'l'od b7 telephone rroa J'ecleral J.oaono :Bani< of li.., Tort:, II. Y • 1:00 P••• 

'I'V April 1, 1942) 
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J. P . MorpA .t Co., Inc. 

llo. 363. 

r 1.s:? 

Datil March 27, 1942 

Jroa1 AaalnlotrasloDe Speclalo 
dolla Sonta Selle, Vo.Ueon 

":C' C1t7. 

Xlo.cll7 follow 1llotruet.1ono "tObieh 701> will rocobo troa 

.lpootollc Delap to, Vuh1llt;ton, D. C. , on our 'blhalt tor uoo allout 

$700 ,000 to our 48b1t with rou. 

Aaaiu1otra~ione 9peeialo della Santa Sodo 

Recelft4 'b7 tolophono trom t he :roderal Ruene Banlt ot llow York, 

April l , 19112 , 2115 P·"'• 
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.,-..Y / 

TREASURY DEPARTMENT 

DAn .A.prU 1, 1942 

C.· 
Soc oi.U)' llor&""nthau 

~·~ llr. Dietrich CO. N F~DENT IAL 

153 

Reclltorod etorlJ.nc t raneaetiono ot tho r oporHnc banka wore aa toll""'' 

Sold to colidD8re1&l concern• £58,000 
!Urchaaod tro:a e-rcial coneorne £17,000 

Opoo aarltet etorlinc hold at 4.0~3/4 , wltb no reported tranaa.:tiona. 

fbi diocount on t ho C••ed lan dollar wl4onod turthor t o ~l/4~. aa coaparod 
• Uh 1~ at tllo bocinn1nc of tho wook and la.lt 110nt b 1 o loor o f 1~3/11/o ro..,hod on 
lluch 17. 

Io Vow York, cloainc quotation• tor t ho foroicn curronoloo 1loto4 bo1 .. 
were u follow11 

.A.rcontlno pooo (tree) 
! r a•111an mllrol a (free) 
Ooloablan pooo 
atex1ean ,.,o 
Uzoucua¥.;; poao (tree) 
Vono&Uolao boll~ 
Cub&D poao 

.2370 

.0016 
.0770 
.2064 
.1)290 
.2815 
1/11/o proaiUII 

f o ool4 tho f oll .. lnc aaoW>h ot cold , which wero o&niAl'lted for tho yrinclpalo 
...,.4: 

$9,r70,000 to tho SWho lational :Banl< 
4 ,987 ,000 to tho Central :Banl< of !urlc07 

696,000 t o tho Vatican State, Special Adainiatratlon of Ro~ See 

$15,608 ,000 Total 

In order to roplonioh tho St abll i1ation Jund1 o cold balance, we purchaaod 
$13,650,000 tro11 tho l)enoral J'und throuch tho llow York .A.uq Oftico. 

No new cold anpee aente were reported. 
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I. prleo of ~7/164 wu ftl<e4 in London for 'bo'h opo' and forward oUnr, 
, q,uYOl••' to 42.66/• !hb cOIIJ)&!'OI with ' he quo'atlon of ~1/24 that hoi 

pro tolled t or - wHin • 

l'h• Tro .. ury 1a purcholo pri.,. for foreicn oibor no wu:h~4 at 35;. Rand;y 
Olld a.-n' o oottlo•ent price for foreicn oilnr wao aloo unchnncod at 35-1/81• 

t o udl no purchueo of dlnr todq. 
I 

Durlns tho •onth of Karch • • a&d8 no purchuoo of o11Yor. Thio ..X.o tho 
fourth oonllcutht :oontb 1n which no oilnr hoi boon offorod t o u. 

CO ~FaDE N TIAL 
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~ llo, .1.L 

BRIT!liH IO!T SPX:I\EI' 

(u.s . Sl!CR3T) 

EG ;rg, 12Z 
Information l"iBCOived up to 7 A,U, , l AprU1 1942, 

! , W.VJJ. 

l't'U'I'!ll, SC '£Di &n<l PRIIe m:ll>N ,_. oigbt.d in their wruol bortbo at 

;?.J:~WI yesterday, HlPPER was under WO¥ 1n t.ho FJORD, A dea:t.royer, built at 

0\tfil.I.'\!OY ror 'l'Jr<ie~ Gove..-nt baa arrived at .l.tEU!iiJ!ET'i.l &n<l t.be 'l'Jrtisb t1og 

.,. bol• IOCI 10•tud&T. 1'Do abipo (tot.alll.lll 12,000 ton.) !'rom t.be oonv07 to RUSSIA 

are no• knoan t.o have been .wlk, ten ah1pe wt. or nineteen of t.h1o corrvoy which 

"""ls scattered b7 heavy .. .at.ber en rout. had arrived at tDW.I.lSX b7 )be., ar. 'the 

l .. tb a MClitJ:: alt.ed Bl'1t11h vessel m1s tJunlc by tJ..bo&t ott LISFJi.IA and a Dl-it.illh 

\'t3eel c&rryil'\8 b::lom defenoo gear rras torpedood IJXJ JIU.oe oout.b of I'R!!nv.P.f on the 

X>:J't.. A llill&ll Bri t11h ship aM one or H. H. travlara in a northbound coutal C(ICVOY 
• 

":'H S'IU'.Jc by a.inea ott the !&at Cout early thie norning. 

2. !ll!J.Lill! 

~. '1"0\.r.COO l'rontt On tho JOt.b the CMnese had reecsrt;u:red tbe ao.ro­

"'rcae aM surrounded the enoll;)' at twiJYUN, 

P!IOMII Front: Duriog 29~ tw Britieh 3&ttnllon. "'"""'toe! I»' .. .,.. ~~­

,.., o! o 3TIU.h 1onoour«1 ar1po1e ~ptuzoed PAU!l"..ll!:, but, otter s'ighti.J1e all dq, 

f t Ued t.o di6lodge t.he eneiii;Y rro• PADIGOII ubo:To they wore oetabli1hed in et-ronath. 

!n tho CI&L'lti.Dt 0 m.ixed JApaMSe and !llra.:l force Cf'OISod the River f'r• tbl !feat 

a.'lll oeoupiod S'f'DlAUl«l, Ill heavy fighting in Ws """" an Ind1.an frontier Force 

Rociloont lnflicted 200- 300 cuualt.los arr.t capturod eeventy Bur:l6nl:. Dur-ing )()tb 

U·.e er.-;r •ere reintorced am e:stabllshld blocb acJ"'tl tnt =do road. tro att.Kked 

~ tJ>t 1fcr~ a.nd Sou~ to clear SlmllAUl«l &n<l get our llobile Foree ~lor~ trca 

fA'JlCil£ t hrough to PROIJB. Tho r e.W.t 1e not )"'t l;nown. Entire local pop.alatJ.on 

1t tl:e I"RCCtE Area Ia Birlnc actift as.siat.ance to the eneiO' wbo baa ccapletc control 

o! the l.1r llld oonet&Dtl.Y a t.t.&eka all Nad and river aove:mont. 

~. Ruuia.n attack• in the are. neat ot YOXH:IJV ban eade ac:.e FO'"' 

1:1'0 ... 

) , /!JR OWATJOlS 

n;.smu; rnov . )Oth/lat. '!birty-rour Eklltax a.1rcral't were ~spatc.hod 

O!a • : pecLaJ. operation t::ut. ow:1.cE: t.o t!e&t.ber oondit.iona the t.arset nas not looatod. 

Slx are ahst.na:. 

Jllt/lat. Four aJ.roratt. wero aent to ESS!!i, All rctunMd eatW. 

J:aLfl, Ob )Otl1/)lat 8d ):Lot a total o! 38 airora.rt attoclcod tlu> leland 

cau.a-tns • ame G!Vill..n euua1 tioa and dtu!IAgo. 
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TREASURY DEP ARTME!r1' 
Washington 

156 

roR f!ELEAS£, MORNING NEWSPAPERS, 
Thursday, April 2, 19112. 

Preas Serv1oe 
No. 30-93 

WI/ 42 
~ 

secretary Morgenthau today announced the plan to be 

followed by the Treaeury in ita public ott'ering ot Treasury 

cert1f1oates of indebtedness. The i ssue 1e to take the torm 

of a single offering ot about $1, 500,000,000, inst ead or the two 

1nuea contemplated last month. 

The Secretary explained that the new issue i s designed to 
meet a demaod on t he part ot corporations, ban.ks, and other 
Investors ro r a type ot securi ty carrying maturities somewhat 
longer than Treasury billa . Because corporations have i ndicated 
a desire to Invest current accumulations or business tunds in 
tb18 t]t'e or security, the Secretary Is contacting them directly 
to Inform ths'!l ot the approaching ottering. The text ot' his 
eouunication foll ows: 

'The Treasury Department expects to make a public 
offering of about $1, 500,000, 000 ot Treasury oertltl cat ee 
of indebtedness on Monday, April 6, 19112. The cert i f i ­
cates wi ll be ottered at par and will bear i nteres t at 
the rate ot l/2~. payable by coupon. The maturity will 
be about six months. 

'Many corporations have i ndi cated the desire to 
Invest current accumulations ot buoinese tunds in t his 
type or security. I am calling t his issue to your 
attention since it occurs to me that your corporation 
may wish to subscribe tor some or these s ecurities. 

'It you will t elegraph me not later than Friday 
eveni ng, April 3, 19112, indicating your i nterest, I 
shall be glad to have sent to you before the offering 
date, complete detai l s or the t erms or this issue and 
see that you are advised about subsequent offerings ot 
Government securities. At t he new otterlng may be open 
only one day, prompt aotion 1e necessary lt' you w1eh to 
participate. Subeorlptlone tor amounts up to and 
1nclud1ng 125,000 will be allotted 1n tull." 

/ 
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I n i ntroduci ng t he new iss ue the Treaaury will also have t he 

benefit of the r ao111t1ee ot t he inveetment industry. Repreeenta­
uua ot the Investment Banltera Aaeoo1at1on ot America, the Nat i onal 

Auoc1at1on or Seour1t1ea Dealers, and the Aucoi atlon or Stock 

Exchange !'irma bave volunteered tq have the i r members aeaiat in 
ram111e.r1tlng invest ors with the ot rering. 

Secretary Korgentbau pointed out the obvious dir!iculty or 

c1rectlY not1rying the numerous inveators who it la expected will 

wUh to subscribe and expreaeed the hope tbat press announcements 
together wi t h t he individual e!torta ot members or the investment 

1nduatry wi ll give eurticiently widespread publicity to t he issue. 

In the opinion o! eecurity expel-te t he issuance ot Treasury 

cart1tlcatea or indebtedne ss will be welcomed by investors who 

have not previouely been able to employ ad•rantageoualy t heir idle 
tunda ln United States Government securities. The belle! is alSo 

expreued t nat Treasury certU'icatea ot indebte6neaa will turniah 
the open market tor Un i ted States Gov$rnment aecur1t1ea a deairable 

=eana through which banks can adJust their day-to-day reserva 

positions. 

Treasury certitlcatee o! lndebtedneaa are not a nev type ot 

obligation. They were l ast 1aaued in 193~. 

-ooo-
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TREASURY DIP AR'l'lllll'r 
lfaah1ngton 

1'011 azt r&at, MORIIING nvaPAPEIUI, 
f'r1~, Af!rll J, 19~2. 
'f/2 -
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Pre•• SerYioe 
No. 30-95 

Subeor1pt1one ror the Treaaury oert1fioatea or 1n~ebte4neee 

to be orrered for caeh next Xond&J will be entertained rroa tbe 

.._. 
variOUS claeeel Of 8Ub80r1bere On the 8&ae bal18 a l thoSe entered 

tor t he last two oaah orrer1nga or Treaeuey bon de. That baa1e 

wa.a eet forth 1n a Treaaury preae releaae dated Deoeaber 3, 19~1. 

and 1t will be contained in t he formal offering oiroular. 

Attention 11 called to tho other prov1&1one of the December 3 

etatement, which alao will be applicable to tb1e offering. 

-ooo-
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HI1Jr: 

Opera tor: 

OAnlel 
3Pll: 

Hello. 

l~r . Bell. 

Good morning. 

Aprll 2, 19112 
9:41 e.aa . 

:t59 ~ 

'!MJr: Good morning. On sleeping on it, I' ve decided 
I'm not going to change the rules end regu­
lations on this next tinancin~. 

!l: All right. 

qyJr: Do you aaind telling that t o the ~~d? 

3: No , sir, not at all. And "e'll get ou t a preee 
eteteme nt . I think that ought to go out either 
todey or tomorrow 10orning . 

HliJr: Saying what? 

8 : Seying we will not - that we ' ll use the old 
base e. 

HMJr: That makes you happy, doean 't it? 

8: Yes , I think t hat ' s bet t er . 

HMJr: I don 1 t went to do i t. 

S: All r ight. 

•J(Jr: All right. Thsnlts. 
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AprU 2, 1942. 

Cc>DL..--e 1D llr. 11b1te1e Of.t1ce 
. April. 2, 1942 

l0a1S .1.11. 

Pr .... t.. llr. 11b1te 
Sir· rre.w-iclr. Pb1llipe 

Sir l'l'ecMirick called at. hU _, reqv.• t.. s. ea14 be 
.., I" ill& to tab 11p 1d. th llr. .Jo- t.be qoaM t1<m of telr.:1Jo& 
error all t.be1r tac1l1t.1.•. Sir Fredertclc thoucbt M,JW be 
could 1111<e a tnde w1 th llr. .J- and al.llpl.117 t.be probla 

bJ aot.t.iDc llr • .Jo- to .alee - • lu.p .... b14 - tun> 
crrer all t.be propertt. tor t.bet _,_t and t.ber.bJ ean 
aopuat.o tnaaactiono tor each of t.be ito.. Ill'. 11b1te add 
be didD I t IM aliT haft iD tz'71.nl• 

Sir ll-ederick &lao ....,ted to know wllat.ber 1 t aiaht he 
pouiblo to ~~ poeaibl7 20 or 2S ailli on OW>C .. of 
tiber (be wu not eve of tbe -t) to he uecl for coiJ>­
aao pvpoo• 1D !!ncJ•""· He oa14 th117 ha4 he• ptt1Jic 
oUYer ~ In41a blat tbere wu """' ,.,.. a.,.ilab1o. Ill'. 
'fh1te o>q:>,.,..tecl doabte wbet.ber it ocW.d he daDo 1D Lolld­
Letll booaue t.be oilnr 1D ~ open arlcet. wu lOin& to 
lncluot.rial uoe; llr. 11b1te etet.ed he wu not oure wbat ~ 
r""a-nto could he ...w, bolt , ... thiDa ai&ht he worked 011t 
to 101Jl 1111.,... for t.be dllrat.ion ot the •«r&•DC7. Ill'. llbite 
aakecl Sir Jl-ederick wbether be wiehecl to llll<e t.be reqv.oet 
tonu.l.l.7 and Sir Frecl.orick add he tiret -- to lind 011t 
troe bU ~t 1.- -ch oUTer tbo7 W&Dtede 
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EXECU~;~IC~'·OF' HE 
.,;;R~\01" T"f; DGET ' , 

/ WASMI • • ~C. 
r .. 

/ AprU 2 , "'"L-'' 

I 
.______ 

H. D. S. / - ........ / 

• ' , 

\( c / 
.~ . 

""'~ 

• .... . 
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Cofles Furnis!.ed To : 

:~r . D. Bell 
:.!r • Paul 
Hr. blour,h 
t:r . 'ierlea1.1 
J:r . SuJl I van 
1.:r . Graves 
!jr . ·,i!d t e 
:ir . l.aas (2} 
"~ . !ruhn 
!~~ . Ode ra I'd 
::r. Cas ton 
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A nil PllOCIWf !0 PUnl! IID'IATI~ 

Ilft001Xl'!aii ST~ 

on. Pr .. l.dmt -•111 hU BIMI&et lllaeqa that • ., 

I.DU&J'&tad prcc;ru • • • • wUl -bla ,.. to ti.Aanoe \1M war aftort 

without dlnC•r ot intl&t1DD, th1a b a dl.tt1olllt taa, But 1.t. _, 

be d<rle 1114 l.t. O&ll ba cloDa •• 

!ba ts.a t• aob c :l.llte&rated procna 1a •"• :rnn..u­

art prl.oea are not DDlJ' a tbreat bolt a I'Mlit7, !ba :I.Jltlat1-r 

price riM b aboll~ to Unlop :I.Jlto tile :I.Jltlat.l.-r apir~. 

Dl l:I.Jla with tile --atlll dnelos-ot of tile war produo-

164 

Uon procru, war apelldl.hru :I.Jlcr- rep!.~. on. t62 'tlllllOD _...,1-

tw'e e.U.te t• t1aoal 7ear 1943, which.,.. racebecl with ekept1c:1• 

Wilen IMOIIIIoed t.en •••• q:o, appear• noor to be an unclel'<I.U.te, 811Gb 

a .widen creat 1Dore&M 111 £0fti1Wlt oacpencl1tur•• 8ll.t. baft a ta clou• 

iopot "" the _...,.. 

!ba• larp apent' wr.a ~ :I.Jloo• ot -c• _._.., 

tu.re, 1114 bui.M-. rz-••• eepeoiall7 :I.Jl t• loorer braclaote, 

roM ciDriDc t• 1aet ,..... u •ftl' bat ora :I.Jl tbl.e • 1117 othOir collllti'J • 

Tbit cl..,.l os-ot 1a .........,. to aooelarate. lhlrillll t• put •1
1h'MD 

-tb•, 1lbUe tile war procra na beiDa l.aunllhecl, it _. at111 po.,.ible 

to inonue tile nppl;r ot ob1Uan &0«18 at ~ ·- tia. loor" haft 

reaoholcl the atap 111 11!1.1ob OODftreioo Mlata •oe•a&rJ th& CIUl'tlll.laant 

ot """7 :I.Jlci...Via • • lA ot~~ar l:I.Jln, oacpen•' aa baa naobecl ita dat1Di te 

ll.eita, 
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117 the ... ot ~ ,.... 1t. 1a ~ \hat bet.. 11 

ODd 20 111llion warlrco 1l1ll Jll'o4laol _. •terial lllll auD1tl.eo, 

'lllolr 11111 reociw ...,.. !"1111111 oplllll at 'M7 will DGt aM to the 

IIIPP~ o! oi't'ili.an &ooclao !be d1ICII'II*IOT betweD the &-ration 

or illoo•• ... a p.pmio -a ..... the ~t 1» &oocla create• 

the prob~• whioh 111 haw to !aoo, 

!bo 1D1 Ual cleft].~ ot .,ell a cl1ac:r'IJ*1"7 hal alrlld;r 

.,... .. c! an i»croaN 1» till oon ot ll'f'inc or 12 poroont &n-ine tM 

lut lipt... -tba. 'l'hU 1Mroa11 1» till ooot ot ll'f'inC 1» t11r11 

hat induolcl wap -endo end r1111 1» .,... ratio, !bo inoroaoeo 1» 

wa&o ratio 1» turn ba"f'' addolcl to U.. 1A!lati.GIIo&l7 prooiiiH, 

At thio till \biro 1a poDII1n& be!aro \be Wor Labor Board 

165 

a claand bT at.oel ..-lr:aro !or on 1»croaae 1» pq 11bicb 1! all•lcl 1l1ll 

bo tbo •co• lieD tar M1Q' otbar 1Aduatr1ao. OoDaral llotoro worlr»ra 

haft alroa<l;r ommmood doaiDda tbr a lllbotenti.al pq i»ori&IO-

tboir oont.raot apiroo on lJll'll 28• 1942. 

Till &&r10111ltwral bloc 1» \be •ontill 11 W71AI to aanro 

tba tor.ra atlll flD'1bor lnorMIII 1» pr1coa ODd por1t1 ~·· 

1 tax bill Jli'O't'id1n& oUt! ~'t'ioo on Jli'C!i to end u.-o io 

JIOIId1lll botaro ~··· Inwrootod &rc'IIP• uort all pcooi~ proe­

......, !ar -.cnalat.iAC tho tax Jli'Oif'U• 'l'bq aT bo auooooa!Ul. 

ltW)- u.t.;to that ti&U oonwoion ct the c.-t.z7 to _. 

ube aaorit1olo ialperati"f'' • but. oocb &rc11P trio• t.o ohi!t. tba oaori­

!icoo t.o otbero, 
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'1M-

tiCil ol iDt.e:N.W wtd.ab 1e &lila to 1llpede or dat•t tile ep.c1!1c Jll"'­

craa. b edii1D1etrat1a U.. 1e puhe4 1a\o tile detenod..... bll a 

e411d1 tion U"f ~mde....U.. publ1o -ale ancl •r1oul,y 1.8pa1r tile war 

ott art. 

Bold &1111 OOD04il"W aotiCD U nqaind. IilflatiCD CCII~ be 

otopped u 101111 aa -ae iDoorMMe, u well u riod.nc co•wwt 

upenclituree, create r.d41UODAJ. parohulnc ,_.-. lfage 1noreu .. 

CIIUIOt be etoppe4 aa 101111 u prioee riM. Die prioe riM oeaot be 

·~ IIDlaee part ol tile rap1AI4 1Doreaod.nc parcl>aod."' ,_.. 11 

absorbed bJ 1'1eoal •aoure•• J1eoal •allll'ee oenot be otteoti.,. u 

lcac ao buailll-, wv- .....,..re, aDd tarMra oan -.lee v.p tor tulle 

b7 iJ1c:reac1D1 tlleir a-e. Oaq a.lhu- aot1co on Ill boftte 

0011 atop tile 1ntlaUCII&l'7 epiral. SllOII uti• ...t illpoM eacr11'1oea, 

but tbo whole proiJ'u 11111 be created. 111 tb llltbui&a 11\4 relief 11' it 

h l&de OCID'fill~ olaar tllat Ill iJit.en.te are reat.rioted at tbo 

- U. &1111 'llith tile createat poaod.ble tairDI• 1D 41at.r1beUcm of 

tbo .... bv.l"eeee. 

166 

~ a procru -at -tein 11111¥ _......., ebaolv.tel;r neoe&IU'J 

for tbe objeoUTeo ao .... allDIWi baw re&.- to .., tllet tbo e+dnt .. 

tr&t1011ie lla1Jic tile -1&11111 to put- atr- lecial&U• ....... 

ebotii\ID Pr&IIIIM • 
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_,_ 
..,.t draMtiO ftl1 will all.q ol&aa b!.olotriap &1111 w1J.l &Tel'\ t.ba 

_ , 1Mq111table ot .S.tau ... f• t.ba .,. ettor\ ao1 u. pon.u-

poriod, 1 . ••• 1Dfl&U.U,. prioe riMe. 11Mb a pncra w1ll eleOVU, 

u. aouati'1J elild.Date petWouiqJ farUt)- t.ba WU' tiPil'i\J ~.,. 

u. ot!enein t.o t~ MldAiet.raU•J &114 eboor t.o t.ba U.r1oaa people 

tbat Oil th1a '--b-clet t.ba &l•!re1n& elopn will 110t ap1n a~ • • 

• • • • -too lit tl.e &Dil too late •• 
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A &U PJIOUIII Ill l&fwt II!!.!!JQ! 

I!!!!IOC'riOI 

lo fterl h VCOa\ .... fer I ,Ua\e .. .,..Mealin M\tea \e .... lalla. 
uu. tM •e& h .rt._.. lr eateouh·e ua ...,....,., Jrt•• _. _,. 
&Oftlo,...to, \eteUol'l .a .. \M .,..Uta.. ... b- 11111'1-.e, '""''11 la ....... , ...... , .......... . 

lo ranauo....., ,.. •• -. h .,...... ... ,...,..u .... ..,U\a&e h .._.,. 

"' \loa .neat te *'* ~ • .au k a t-n• ta -n •' '--' -
t.o. , l.a \M ,_.a...t., ,._ U.t •-• .au eeo1r te .,... - ...., u.. 
aoralleW.e -.,17 et _.,., n• .,..u --w at,.._, ,rt- a. 
_, ot lallaUe...,. ,.. •• ._., U ••• • r 111 '-U•• at U.. ~ 
~ .... , • ...,._ ... .,... ........ u .. te ...._ ..,._...._, .~~ 

•autoa (eoUMte \e k 'fWUle&), .._ _.., -11 _,. _. """ 
hMilac, .._ lall.aUo.-p ,..._ wtll M "'"'"' tl0-15 "Uloa t• \M 
nMat ,..., 1,-,, 

), fte latleUoaa17 .,l'lal - M _..,_ •all lr a .. .,..,._.,..,. oaA taw­
crete& ,.....,.. .,..,..., a11 tatlaUnu7 tatter• at u.. - u... All 
u.. ,.. .. uoe\l e -~· et -"• .._ ,.,.,1 ........ , • ...,_.,._, 1e 
OM o\op wtll ""'"' eMil h •••IUJ' \e t•-• _ .... t11r tloo e\Mro. 

' · fte P"OCl'• ,..._ ..................... J.a,• attar .. - at \M - · 
1M aa,jor ot.,o la tlolo ,..._ ..,. -•tel. Wl.., Ia t- -.Ia ........... -
rn .... . .... - lalari••· J'l~ -.a-••• - o ... ., Ooa-..11. 

!, PUC!!- DUD.. !!!P" "' AD PIOIQCIII1 

1, ...... ,..1 .... u .... ....,.u, ., ..,., .. • , .Ajol'll ~. 
(Oortala acrtftl-al • uu •• ·~- _, .. ,.,._ .... 
_,_, l..,.ala\lea at l .. o \11M U O ,..,..., of parl\7 .... .......... Ml.. ) 

2. liMo ,.,..talM tor .u...-t .u,...., of retell, ,..l .. alo ul prwt­
prteoo, ,rlMlfallt ..., IIeUt., retail ,..t .. • r~t ul ..-eet., to• 
................. ""-·· ,..t•••· "'"' partlt..., MJ•-·• ., tetaU 
,. .... Ia .,..lal - · 

). Prnl&o tv 0\lalau., ,... ... uea ~ 01lloetU .. ,...,. ,........,uoa lOftlt 

U louwt .. M , .......... 

\, lopeal et •- u.. ,......., ota•terJ' reevteUea ..,.hot treed., Uo1 
m oo ot acrlftltwal 1 IUloa Wlew U O ,.._,at part\)', 
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~. x-cl1atel;f tller.t\er pl- Jlftce o.w.-cf>-,.,:=•atac acrinltllral 
c-.11t.ioe oe ..-uw 1a 4. axctip\ at tile r-. 

6. 'Kith re..,- to pric .. n tile f-

a. J'laco ce111Dp at .......... ., .,..od1 U.eo w1 til pl'1coe 
abclora puitr. · 

b. for l- pricM - bela pori'r Jll'OCoed aa !ell-1 
for bu1.o -d1\1eo plaoe oeWap at pori\7 
aa ot April lS, aU. 
For -hade -dJ.tJ.co plaoe oail.Up at. pant, 
aaq 1t pricaa ..... eh p&ritt'. 

?. PriA: e ci1.UDp abould. be aca.peied l!r prioe ollfpOrt.Jac c1n1cee 
• • toll.ona 

f or wheat., p.-.l.t. prke •11R>•t. or ab~ ia _,. beacil 
., t.e pari\7 tor .-.atJ.o ~ -~s- a d ,0 par._. 
or pori \7 for ~...t.r or orop. 
f• cot.t.e 01111 tobooco, pendt price appcll't. "P t.o pari if' 
for cloaoot.ic con.,.pU.Oa 01111 lon6-l-, a nd ,o percont. ot 
parit.r tor ~n<Mr ot crop. 
for corn, perll1t prioo ou.,..t. up to 8S percent oi parit,r 
alllt r~"!t .~ reotrictioaa. 

II. a.D'fe tiM~ reotriaUoa, - 1a LL 6?09, oa ule ot co:w mt4lcl 
et oob of r ... product.e at. leoa t.ll8a parit.r. 

9. Le&iolat.hw utlloriaat.iCD fer heaa1a& all r eh aiD>ld be ob\11--t. 
(..._aa dMiped to tNeu :a-r•t. reaidoDUal rasa 1a 
iapart.e\ - - Sa pnpll'at.ioa 1:7 o.p .... ) 

L •ttm HI P SALMI A 

1. 7reeaa all boaic -.• aDd aalarr rat.ea aa o r April 5, uotpt.iD& rat.ea 
below 4D oena aa boar. 

•· lbllr 4D -'• • boar, -olll'eco adjuawat.e .-M4 tor 
boaltll a111t ett1c:l.ear, but. &'fOid tald..a8 tbo poait.ioa that. all 
1111p rat.eo balol: 4D ...So o'-ld ,._..,.117 &DY& "P t.o 4D .... 

b. '-it. 1ad1rlclulo to c~ t.o cpal.1f7 fer h1&J»r 'lillp aat 
ee1arr rat.oe tbracjl ....-u.oo or t.roaot&' to~ raW~. 
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_,_ 

0 , h u .-pUo.-1 .... ., *HIP .._.alotnUft -bel, _.tt ..,_ ...... ..tJU•-· ., ....... - - Mla17 h\01 ... leo _ .. -
1roov le _,. l,....\ri .. •~-•IWT .. o»eta ... n\ala aa .a.. 
qU&te nw17 et ,.. .... 

2. ....,. , of wrk a114 -•U•• 

1, to\ah '" 110-llev -It poroYlel .. , ot "'"''' ln .. , 4Hlan 
., proel ,...\ln \llat Ill llowe allall 'M tlla Mnal wr1r - la 
wr laotu\rlOI, 'ftle wrlt - fer b tu\1'7 la p aoral olonl' 'M 
haroaHt ao r a;ol417 •• ,.eet\lo .. a 111-lonr "'-h• 

•· Ia all -• b llldoll ,..,..., ot u .. -- llelt U..o leo !lowe 
... h ..... ., .......... \lla .n .. - ... ·~· , ... .-u 

'M pal' oal7 la _. 'Mato of • .,..lal Mrl01 *la -• 'M 
ro4....t uUl after tile_., 

}. IMo11J'ap )- or ~aut epenUo&~ a;>'""' ,.,..., ot 8ppi'Oprle .. 41ffor­
oaU alo tor alp\ writ ...,.. aoMoeuy .. •-• la'Mr for 211-llnr ope,.. 
Uoa. 

' · Dtolaro •»• oahUIIC ~·" t or aolloo\lYo 'Mrlalalac 'M-aa -
plo;rore aD4 • pl.,Me alle'lll' 'M a&laWao' tor \loo 'UJ'aUoa of tlla _,., ( I ) 

O, ri!GAL VI' !QUI 

l. k poor ' \loa poatliiC f7 \Ulloa \az v opo.-lo of , ... ,., • ...,,, Ja ,.rUn­
lar w ,.-otlt \azH u pr opo- an aa OIMa\l&l ,.rt of a ~-lTo 
aaU- latlau o.....,. ,..,_ ...,._,, oUffoalac of ••oo• ,rotH• taa u 
Un of pntH llal\atloa. 

2, loU \a \bo ,..,_, \az \lU tloeal MUVOI tool.-& ' " ....U .UI .... 

ollaoloc powr • 
.U•oraaUn .1.1 z-.. tile ,.r•.-1 •- • \&a Jiolt \J ' ""'' $2 
\Ulloa por - U.n tile ,..,...,.. .,..__.,. ,...,.oa1, - -lorah 
.. u.u ••• tllHIIcJo. ... ,.u ................. . 

a, wa .. ,_,uoae .. $1,000 t or ...tot - 1500 far ll"Clo 
poreoaoa - tlla uneUoa tor • , .,. ...... , to $$. ( llaUr 

'"''"'' law tlloM an tl,!jOO, ~. - tlloo.) 

\ , ' "' tiM flJ'Ot t500 et ao\ tua\l o lMe• at 12 ,.._,, \llo 
aon $!500 at lf .. , .. , , \Ma f ollow tile ra\oo ,..,,., ... 'llr 

"' .. ..,.. 
o, leC'&ln wltllMWIIC of \M \&a \J -.1.,..• oat otllaro, ,...,.._ 

lac l'al7 1, at tile ralt of 12 po•-•· 
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4. h'lloUt•\e ..,-.1 .. 17 ~-.. oa a aUU .. IMlo for \aa 
p&:rH&\1 la lowr ,_, ll'ftfl• r.. o-,lo, 411,. ov 'lleJI(o 

1~ \e 10 ,..._, ot '-"' \aa llo'blll\J \1 ...a. •sq.,. .. 

-~ loll \Ma $1,000 M\ .....-11 '-1 fw tsq IJWI -~ 
~r t-••• lo\ Ulo 'llell4a I('Ml a &oolt&t-.r ,..._.._. at 
U.. taa UMllttJI tor tMo•• ot $10,000 (f) or Ml'l, M 'lloll4o 
... u .... tina. 

Malco ~· '111114• ,.,...,1, - a ,,.,_.... portl4 after '"' or ov. 
Prod" .a~~tawr tor l-ta\o r.u.puoa ot ov 'llollll.o ta oaooe 
ot llarf.Ml:p, 

AU ..... UYo I I loaaYo flo...._,.'-- \aa :pl'lplaal -hea¢. latU• 

"'''a H:pU'&\e Vat.,..\ len~~&.,.._ lilt all tiiAiYtaalo -~ ,_, 
a'lllft .,00 ( ll .. lo), tl, C)()o) (t..tlt .. ) . Wt~U 5 ,..., .. ,at ... 11 
,_ .. , lau a watt\ at h 5 t• eMil_..,... ot f•llJI li" ov 'lloll4o 
tor _,, .t~a. ( .M,tu\ tor 'he..UrltM lllooMo) . 

}. la\r- a 1'1\all oaloo \a& -~ ~\loa ot oar\ala llfo -•l\loo, 
OMk •• atllt, ..... .- ..UotMo, a\ a ra\1 ot 2 ,..._, 'hecl•loc 
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I!.M. JR: Well, what I want to say is even more 
confidential than ordinary, and it musn ' t be discussed 
except wi t h the people in the room - I have sent for 
Gaston, but I want to keep it confined to people in 
the room here. I went to see the President, and on 
his own initiative he brought up the question of the 
memorandum which he said Harold Graves - Harold Smith 
had givan him to take up for the week- end, and he was 
so pleased to know that the Treasury had approved it 
and initialed it. I said, ~. President, I don't 
understand. • "Oh, yes," he -said, "The Treasury has 
approved it, and initialed it • . So, I said, ~ell, 
Mr . President, somebody has told you an untruth, . 
because not only haven't we initialed it, we haven' t 
even seen it, • and I said - which brings up the point, 
I said, •r don ' t know why Harold Smith feels the way 
he does toward Bell and me, but he has been very small 
about everything . " "Oh, no, no, " said the President . 
"There is nothing-wr ong. " But that doesn ' t bother me 
because we had him for lunch yesterday, and he is coming 
be.ok Friday, and he is coming back Friday, and we have 
got enough anamies outside wi thout haTing any inside. 

, 
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He said, "Hasn' t Dan seen it? Same Treasu1 person 
approved it." I said, "Not only that, but haven't 
been abio to get hold of him. " So he seemed very 
much surr.rised, and so I said1 "One thing that I 
want to xnow is - he said, "One- thing I want to know 
ls, "Did Harold talk to you-about all overtime being 
in Defense Bonds?" I said, "No, he did not . • "So 

1.73 

Harold Stti th sa?,s-it is unconsti tutlonal," the President 
said. I said, 'I don ' t know whether it is unconstitutional 
or not, ~ Presi dent, -but what lt does is, it kills our 
volunteer plan. W~ now have ninety-seven percent of all 
corporations emplofing over five thousand pe~lo,• and I 
said, ''We are gottlllg al ong fino . • He sald "Henry, I 
want to t ell you your radio progr&m ia the best. • He 
said, "I enjoy it. More peopl e talk about that then 
anythlBg else. It i s wonderful. " So he said, "And 
your whole plan is fine . " I said, "Now, look, Ur. 
President . Y0u take a third of a man ' s pay and force 
it into Defense Bonds, and he isn 't going to invest 
any more, i s he?" He said, "No, I hadn't thought of 
that. " So he said, "Well, couldn 't you give him his 
overtime pay in one envelope, and his regular pay in 
another, and then have him, as he goes by a windOTI -
sort of ki nd of entice him into buying a bond?" I 
said, "Well, I don't know, but we will see about it . " 
But, I said, "Just now we have nevor had a quota, as 
you know, and-we are thinking of putting in a quote for 
these people and have a yard.stick, give them a yardstick, 
and then we are t hinking of doing i t for the whole country, 
but up to now we haven't, and we have told Congress we 
wanted until the first of July. • He said, "That is fair . 
I don' t want t o interfere . That is one of the f i nest • 
things we a re doing. I don't want to interfere with that . 

He said, "Can't you do ·something - I said, ~~11, 
we can think about it but we are just nicely gett1ng 
underway. " He said, lor. know it is one of the fi~est, 
best thin~we are doiRg, and your ro.di o program ls 
wonderful. " 

(Mr. Odegard entered the conference . ) 
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H.M. JR: Come over closer, Peter, I can 't see 
you there . I am just telling them about wha t the 
President said, and I cautioned everybody. The 
Director of the Budget had l eft the President unden 
the impression that we had approved the whole plan . 

(Mr. Gaston entered the conference,) 

174 

li .JJ . JR: Sit down, Herbert I went over to tne 
President this morning on this thing that Harold Smith 
gave him a memorandum on inflation, and to my amaze:nent 
the President was told by Harold Smith that we approved 
the whole thing and initialed it and everytning else. 

WR. GASTON: I am sure I didn't. 

!JR. BRLL: Did Roy initial any memoranda, Randolph? 

MR. PAUL : I don ' t think so . Roy and I have never 
seen any memorandum . We have never bad any conversations 
with JJr , Smith on this, · 

MR. BELL: I thought maybe it was the technicians, 
L!r . Secretary. 

H.11 .JR: - well, I don 't know. The President said, 
"Look, Henry, when you start a sculpture, you start . 
It is just so far that you can see it is a man and not 
a horse, and that is as far as it has gotten. • He said, 
"I would like to have something Friday night. " Well, I 
think he very, very definitely is sold on the volunteer 
plan for Defense Savings Bo~ds . He lfkes it, and a?esn ' t 
want to change it . So, when I said, ~ow, !Jr. Pres1dent, 
I only know of Harold Smith. ~bat about the labor thing?" 
So, he saia, ,.II ell, I don ' t know. " I said, "Well, do you 
know that the .only peopl e that - the authority that labor 
is satisfi ed with is Leiserson and Mills"? He said, "J.!y 
God., that is t errible. " So, I said, "That is your author­
ity, and I t hink Altmeyer, I am not sure . " I said, "Do 
you know that the great expert on this whole thing is a 
German by the name of Colm who is for a sales 
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tax, and Hansen, who has always been an inflationist 
and now has turned the other way," and I said "Gilbert 
who last f al l got me so scared r went up to ~sk for a ' 
fifteen pe~cent withholding tax. He said there would 
be no inflation, and now ~f!in he is scared." So, I 
said, ''You can 1 t rely on very much, " I said "He 
doesn 't s~~y put long enough. There are three o~ four 
people who are feeding this stuff to Smith," So I 
said, "l!y worry is, I don 't want you to stick you~ neck 
out on this thing. " So, he said1 '\Vell, it is just in 
the rough stages, and we have got two weeks . " First 
it was Friday night, and now it was two weeks . 

I said, "\'bat are you going to do about taxes?" 
And while I was there, 11clntyre asked, "Should the 
Pres~dent see Dought on Saturday,• There had been 
round-about word. I said, "No, don ' t aee Doughton. 
All Daught on wants to tell you is, ' Why don't you cut 
out non-defense expenditures? '" What? What? Well, 
he went into that a litt le bit , He said "I am not 
going to see Daughton. I t is time enough when you know 
you are going to do something about the tax bill . " So, 
he says, "I told Harold Smith I wasn ' t for a sal es tax 
first, last, and al ways, and I wish he would get that 
through his head. " (Laughter. ) 

loffi, GASTON : He didn ' t tell him that loud enough 
before this budget message was sent up. 

~. PAUL: He told us, ~. Secretary, you remember, 
that he would back us against a sales tax, which he 
has got to do. 

H.M.JR: So, I said, ~. President, I again want 
to say that you - that I am terribly worried because 
Harold Smith is not passing on the information to me 
that you are telling me. He is giving me misinformation, 
and I am terribly worried about i t . There i s something 
wrong. " He said, "Don 't worry, Henry, there is l~ts of 
time. We have got-time to work on i t and everyth1n~ 
else. " I said, "Harold Smith has been giving you mlS­
information . I am terribly glad that you brou§ht thi~ 
matter up . " So, he said, "I t old Harold Smith. I sa1d, 
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I - he said, "I don ' t want a sales tax, If there are 
certain things, excise taxes, which you want to increase 
all right, but I don ' t - I got the im~reaaion - I don ' t ' 
think we ~an .do anything." He said, In this tax bill." 
He said, I don ' t see how-we can do anything in this tax 
bill. " He said, It is difficult -"he said "Walter 
George says I can 't get a bill until July. ' He said, 
"l!ow can I ge t this t hing - they want five million 
dollars more taxes on this , " He said,"I t old him I 
wouldn ' t listen to him." That is tho impression he gave 
me. He said, "I won ' t listen to him. " I have Just come 
f rom him. I had forty-five minutes , I said, "Now, 
~r . President - " I said, "Just remember there are about 
three people involved who are giving thi s information." 
I said, "Now let ' s take the income - let 1 s take the 
income and saving habits of the United States family . 
There is nobody in the United States who can tell you 
what they are in ' 42. Everybody else is making a guess , 
They have pranised thea to me the first of l!ay, and 
anybody that tells you that he knows what e. family of 
seven hundred fifty dollars income or less is spending 
isn ' t telling you the truth, because they don ' t know," 
and I said, "The best we can get i s l.!ay 1, and anything 
else is just pure fabrication . " He said, "That i s right, " 

"I said, "I t is just :pure fabricat ion . • So, he said, 
"1Vell1 I want to do somethlng. " I said, "What you want 
to do is, I take it~-~ombat inflation,• and he said, 
"Yes, • and I said, .. well, so do I," but I saidi "I don ' t 
W!lllt you to stick your neck out on-this . " Viol , every­
thing - I had at least the time - every one of these 
things at least three times in the course of the conver­
sation - at least three times. I mean, the labor thing, 
Gilbert and Hanson, about three times, three times about 
that Smith .didn't give me the information, and - I mean, 
it isn ' t just oBAe . I had about three times. So, Mr. 
Roosevelt is a verr amart gentleman . Nobody would ever 
take him for anything else . So, there is no doubt in 
his mind that Smith doe an' t know this thing. I got the 
distinct impression that he doesn ' t want to upset our 
volunteer plan, Now, mind you, I don't say - this is 
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all the impression - I got t he impression that he 
might want to increase excise taxes, but oertainl1 
not the sales t ax. I don ' t think he want s to touch 
the thing on this pr esent tax bill, that is the im­
pression I got . 

MR. PAUL: Well, that is very fortunate if he 
doesn 't . 

MR. BELL: Smith said that . 

R .~ . JR : Did he? 

l.IR. WHITE: His bo1s didn't , 

17? 

R.M.JR: ~ow, it all gets baok to what I said 
earlier when I first came beck, it gets down to a 
question of have the Treasur1 people - I have surrounded 
m1self wi t h enough brains and - to present the President 
a g~d pl~n, not knock down somebody else' s and give 
him something, but to give him a good plan, ~d that is 
what it gets dovm t o. But I have the advantage of being 
able to get to see him when I want to, but I am not 
satisfied, He wants to do something . I think he should 
do something. I can't tell him as of this minute, 1ou 
see, and I am going to call up Harold Smith now and ask 
him where that t hing is . Tell him the President was very 
much surprised, and I hadn't seen it. 

l.IR. PAUL: I know, ! got a letter this morning that 
he was sending it to you this morning . flo, not tlie 
memorandum, I had better get that letter, hadn' t I? 

R.U.JR: All right . 

MR. PAUL : I will be right back. 

(Mr . Paul left the conference . ) 

H.M.JR: But, as I say, it takes the i nt1ellige,~ce and brains of everybody to give them a good p an. le 
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can't just knock it down. l'iow, one thing that I would 
like , Ruhn and Odegard - I just haven't got the t ime. 
~t you would take a ~encil , will you please. Real ly, it 
1s Graves, but I don t want - supposing I pin it on you, 
Ferdie 1 and then you can talk it over. The President 
wants 1n every - and I promised him - he likes this 
thing done. I mean, he hates to have to - three times 
he had to ask for Army parades. He wants in every town 
in the United States of twenty-five hundred or under at 
the steps of the post office every Saturday some time 
between four and five when the people congregate - a 
sort of a miaute-man speech, largely on Defense Bonds, 
but also mentionin~ everything else to them, not to go 
more than twenty mLnutes, and he would like us to work 
it out with Jim Landis. 

:.IR. KUCN : All right . 

H • . • JR: In cooperation- and I mentioned MacLeish 
too, but I just haven't got time to fool with it , but 1 
would like to do it; and if possible--

Mit. GRAVES: You said under t wenty-five hundred'? 

H.M. JR: Twenty- five hundred or under, at t he steps 
of every post office, and then he saidi in the course of 
these series, always get over the loca boys are in the 
Army and Navy, part icularly if somebody has done something, 
but something about Defense Bonds and a little short 
speech, something - twenty-five hundred or un~er, ~ee, 
and - but let • s start in "ew York State. He 1s r111g up 
a'>ain shortly to Hyde Park; and if we could star in the 
Hudson Valley and get t he thing going within the next 
two weeks , it would be very pleasing to, him and. to me, 
see . It isn' t a question of arguing. lbe f Pesldent 
"ants it, see, _and I think it is a damn good idea. 

MR. KOliN : Well , we have a ,list all reaay of ~ome 
twelve thousand local minute-men who have done rad1o 
jobs of that kind . 

H.M.JR: Well , 1 am not bothering uarold , ~ecaus~ 
Harold has got all he can attend to right now "11"1 th this 
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thing, and so forth and so on - but you contact UacLeish 
and Landis, you see . Will you do it and tell him this 
is what the President wants, and he wants it damn quick. 

MR. KUHN: Right . 

{Mr. Paul entered the conference .) 

H.M. JR: But built around Defense Bonds, but 
using other things of current infonnation. I think it 
is a very good idea. V&at do you think? 

MR. PAUL: Shall I read this letter to you? 

H.M. JH: Please. 

J.IR . PAUL: "I think Mr . Smith will send to the 
Secretary this morning a tentative outlin.e of the pro­
gram under discussion . You may be interested in seeing 
an appendix with a discussion of the fiscal parts of the 
program. This appendix represents only an attempt to 
clarify our own thoughts . It may be of interest to you 
in formulating r,our recommendations to the fiscal part 
of the program. ' 

H.J.!. JR: Who is that from? 

MR. PAUL: This is from Colm and then there is a 
long line of drool here about taxation. 

MR. BELL: That isn't just an outline you have got 
there . That looks like a book. 

J.IR PAUL· It is not distinguished for its brevity 
and pre~isene;s . Now, of course, that isn't the thing 
that we initialed. That is a new development, apparently. 

H.1!. JR: V&at did you initial? 

MR. PAUL: I mean, the t hing we are supposed to 
have initialed which we didn 't. 
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H.M.JR: The thing you are supposed to have in­
itialed was a memorandum that the President took to 
Hyde Park, furnished to him bf Smith. 

1.8 0 

MR. PAUL: Well, he is not sending that over . He 
doesn ' t say that. He is sending over something more 
recent . 

H.M. JR: Well, there is the story. Now, there is 
Cabinet this afternoon, unfortunately, Being Good 
Friday tomorrow, we have suddenly all gone very religious . 

MR. W!HTE: Smith told Currie day befor e yesterday 
that the Treasury people approved of the sales tax, 
Currie asked me, and said, ~t is t he matter with you 
fellows, have you gone nuts?" 

!JR. PAUL: I saw Smith last nigbt- -

l!.M. JR: There is a lot of lying going on. 

MR. ~~ITE : After what I said at the meeting Thursday 
in which I said we are strongly opposed to it, there is 
no doubt about it, it is deliberate- -

H.M.JR: It is deliberate falsehood. 

J.IR. PAUL: I saw Currie last night J.1r. Morgenthau. 
We can find out what Sm.itb' s crowd bas be-en saying to 
them - he told me a lot about it, and it was much along 
this line that we have beard, and Currie told me be 
very violently disagreed with t hem. 

H.M. JR: Who disagreed with them? 

MR •. PAUL: Currie said he told them that he was 
more or less behind the - he was really more benind the 
Treasury program, and that he thought it was bet ter 
politicall y, too . 

H.M.JR: Well now look, I have got only so many 
hours in the day . When is somebody going to hav~ some­
t~ that I c;an _put my teeth into before nine flftean 
tomo~row morning< 
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llR, PAUL: Sure, we will have something. 

H.M.JR: When? 

181 

MR. PAUL: Well, we have a lunch - we have something 
now which is - I have it in my pocket, and it is being 
rewritten. You can put your teeth in that. But we have 
a lunch at t.elve thirty with all this crowd coming over 
here. Now, wnen do you want to put your t eeth in some­
thing? 

H.lol. JR: Well, I was going to do Defense Bonds and 
quotas this evening, but this takes priority, wouldn't 
you say so? 

llR. GliAVF.S : Yes . 

MR. GASTON : Yes. 

H.M. JR: Because this cuts - I am free at eight 
thirty tonight . I wi l l be good for an hour and a half. 

MR. PAUL : You mean at your bouse? 

H.M.JR: At the house, I will be good for an hour 
and a half. 

MR. GASTON: Presumably we will have the whole 
Saith plan before then. 

H,lo!, JR: Well, as soon as Chauncey !mows lmowa, I 
will find out . 

MR. GASTON: There are two things involved. Of 
course , there is the - the question of a specific pro­
gram right now, but behind that is the question of who 
is running fiscal policy. 

· H.U.JR: Well, Herbert, don't let that worry you. 
It doesn 't worry me, see . • 

UR, GASTON: Well, I think it is a terrible t endency, 
a.nd it is getting things in an awful mesa, and will get 
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them into a worse mess . 

J.IR. WHITE: Well, I think that second question has 
been answered. Now, the only question that rem&ins--

H.M.JR: Let me just a&y this to Herbert . I 
haven 1 t had a ch&nce to philosophy with him. This is 
the way I f eel. If the President of the United States 
feels there are five departments involved, which there 
are, and he wants to have his Director of the Budget 
get the five of them together, I think that is all right, 
see. That is &11 that se&ms to be in the President's 
mind. Now, but the Sl:tith people have te.ken the ball and 
run with it. Now, they have given the Presiaent some 
mlsinform&tion, some t errifically bad advice, and it 

fete down to again, y~u only can run the fiscal policy 
f you have got the intelligence and integrity to do 

it . Now, either the Treasury has it, or it hasn' t 
got it, and here is a demonstration - we have been 
th.rough this thing a dozen times, and I have told the 
boys, the Baruchs , and the Kennedys , and the Ar thur Krocks, 
and the Jimmy Roosevelts, and a dozen other people have 
tried to undermine me before. It isn ' t anything new. 

MR. GASTON: No, this is again oritical-­

H.U.JR: This is nothing new. 

UR. PAUL: &.it if we end up with a. program, s? far 
as taxation is concerned, wi th which the Treasury 1s not 
in sympathy, we are certainly not a very good instrument 
to put through that policy on the Hill. 

J.IR. ~NITE: I don't think there ia any danger of 
that , It seems to me all the President is interested in, 

· I gather, is to have what appears to be an extensive 
program that will give him the assuranoe that you are 
meeting the problem of inflat ion. That is exactly what 
you want to do . 

H.Y.JR: That is right. 
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J.IR , \'IlliTE : Therefore the thing to no is to 
reexamine the program in the l ight of the changed 
situation, and come forth wi th a positive program 
that you can get behind, · 

H.M.JR: That is right, That boils the whole 
tili ng down , Now, we could t alk about it here for 
hours. In other words, if the program today doesn't 
do the Job, then it is up to the Treasury to give 
forth on i t , that is right . 

MR. VffiiTE : The Treasury ought to be able to feel 
implicitly and fight for the program, which it has, 
and it would do that only if it f elt it met the 
situation . 

MR. PAUL: Wel l , if you had read this thing--

~!R. Vll!ITE: Vlell, I wouldn ' t--

H.M. JR: Don't bother with it . There is Yr . 
Colm ana Yr. Smith, and Yr. Jones and Kr. Brown, and 
a aozen other people . Who the heil is this fellow 
Colm? Wb:t the hell should we get so scared about him? 
The President said, "I have Just begun to build a statue. 
It is going to be a man end not a horse •. It h~s got 
that far , ", Now, give me something by Fr1day n1ght , 
I mean, he is being very reasonable , I mean, I 
wouldn't worry or take the time to try to break ~own 
Colm or Gilbert or anything else . Let ' s give him one 
of our own. 

Regraded Unclassified



184 
- 13 -

MR. WHITE: That is r ight . 

H.M. JR: And then let them break ours do11!1 . lf 
the President doesn't want- I told the President this 
I said, "Look, ldr. President , let' s talk politics a • 
minute. We are going to need some good issues next 
November and I don ' t know of a better one than t he sales 
tax, and the Republicans are all going to be for a 
sales tax, and l et the Democratic Party be against t ax­
ing the poor man's table . " I said, "You are not going 
to have many issues , but there i s a good one and let's 
stick to i t." I said, "There is a good issue, a good 
party issue for next fall and let's stick to it . 

Mit. \'.liiTE: I am sorry. 1 th ink. I think fOU are 
doing a little less than justice to Hansen and G1lbert, 
because it is the other man. 

H.M.JR: I pulled my punches on Hansen and Gilber t . 

MR. KUHN : Di dn ' t Hansen have an article recently 
saying what is the use of buying Defense Bonds, the 
Government isn ' t going to r epay them anyway7 

L!R. GASTON : No, no, he had nothing like that . You 
should- -

~. ODEGARDE: Hansen is very good . 

LlR. VlhiTE: Hansen is very good. 

MR. GAS~~ : • •• read his article in Harpers. It 
is a very sound article . 

H.!!.JR: Well, one day it is J;ansen, then Jerome 
Frank, and then Ben Cohen and then somebody else . I 
have been all t hrough this thing. It is always some­
body who has got some bright ideas and who hasn ' t got 
t he responsibili ty and who is out to needl e the Treasury. 

MR. WHITE : Those t hree you mentioned are usually 
on the right side and you are not mentioning s~veral 
others who are more influential and who are not. However, 
I just want to- -
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H.1!.JR: ••ell , anyway, I am talking about who 
baa been needling me . I mean, I have been able to 
withstand it. I have been able to live with it, and 
I think - and I am not worrying about my job but 
I do want to do a ·good job fer the President.' I 
am worrying about what he is going to do . I think 
the gates are wide open. 

1.85 

J.lll . PAUL: I think it is a wonderful opportunity 
to come out for two things that are against the low 
income brackets, the sales tax and the - the whole 

irogram, this whole thought of Budget involves changes 
n our policl and only changes in our policy which bear 

down on the !OW income group, the sales tax and the 
reduction of the exe~ptions. 

H.U.JR: Well, nobody could have done any more with 
Mr . Roosevelt than I did this morning , and 1 say that 
statement, and I certainly put up all the red signals 
for him and Mr. iloosevelt - his ·whole life, thi s whole 
Aqministration , has been opposed t o attacking the little 
fellow. I think we have got to make this thing a little 
bi t dramatic and show the people . 

MR. %1ITTE: I think the picture looks entirely 
different than it did last night. It seems to me there 
will be no trru ble from now on . 

H.~.JR : I do think he would have rushed me a little 
bi t if 1 hadn't brought one thing up after another, but 
he says two weeks , but he wants something in writing 
tomorrow niltht , which we can have. Vlell , should we 
leave it, tnen? Should we leave it then until tonight? 

MR. PAUL: I think we ought to have Hoy Blough 
there. 

H.M.JR : That is all right. 

MR. BELL: Is i t at this meeting, Mr. Sec:etary, 
tha t you are going di rectly to the President w1th a 
program or are we going to try to get a unit of Budget 
and --
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H.M.JR: I would like to have something t hat I 
could say, "Here is a program of the Treasury." and 
I would like t o have Laucli Currie there tonight too , 
and while he and 1 often don' t agree, he has got a 
very good mind. · 

!JJ'( , PAUL: He is all with us on this. -::!: 
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H.M.JH: 
Lauch there . 

I didn't even know. I would like to have 
Let 's have Lauch there because he is smart . 

UR. PAUL: I will get in touch wi th him. 

MR. BELL: He will be here tomorrow. 

I! .!.!.JR: He is another branch of the l•hite House 
and if he is wi th us, so much the better. He certainly 
is with us and is opposite harold Smith on anything. 

Mlt. PAUL: That is right. 

H.M. JR: So let 's have him the re if he is f ree. 
No, what 1 want is a program and I can say, "All right, 
gentlemen , here is the Treasury pr ogr&m." Instead of ' 
starting - "Here is our program. The President has asked 
me . ~hat do you think about it"? Put our program up in 
front instead of our trying t o tear their program down. 

KR. PAUL: O. K. We will have it. 

H.!.!. JR: And simplT say, "Ge.ntlemen, here is our 
program, what the hell lS the matter with that? This 
u our program. " 

MR. PAUL: Supposing we draf t something and could 
we mee t in my room about three thirty? We will have 
some thing concrete on paper. 

MR. ~HITE : I think the more t ime you can give it, 
Mr . wecretary, from now on, because there are a lot of 
things to thrash through, so even if it is onl! half 
ready tonight, I think it is worth mee t i.ng on 1t. 
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H. II .JR: Oh, yes , 

MR. ~~ITE: Or a fourth reaQy. 

H.M.JR: And I will go you another one. I think 
if somebody could find out where Eccles stands, and i f 
he is with us. If you could find out where Eccl es 
stands. 

J.!R . PAUL: Well, it takes quite a while . 
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H.M. Jl\: '/Jly not ask Lauch Currie to find out where 
Eccles stands. 

UR. t~TE: Yes. Yesterday it was reported to me 
that he was in favor of a sales tax, but it may be mis­
inform& tion . 

H.M.JR: ~hy don ' t you have Lauch find out. 

!.llt. i\1liTE : And anyway even if he stands in a certain 
place , he is open to convi ction. 

H.M.JR: Well,· I don ' t want to do it tonight . (Laughter) 

J.IR. BELL: Not in an hour and a half. 

wt. \\11ITE : \'1ell, you couldn't very well have Eccles 
there tonight without having some -people from the Budget 
Bureau, ~. Secretary. 

H.!L. JR: Having who? 

~. WHITE: I doubt whether you could have people 
from the Federal Reserve Board wi thout having people 
from the Budget Bureau. 

H.M. JR: V1ell , I can have Lauch Currie, though. 

MR. WHITE: Yes, but I thought you had in mind getting 
Ecole a, 

H.M.JR: No. Would you have Lauch tonight? 
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MR. WHITE: Yes , I think he would - he was a 
little bi t reluctant , but I don't know whether he would 
be about--

MR. PAUL : Well, he will come out. 

H.M.JR: Reluctant about coming? 

llR. WHITE: To another meeting. 

MR. PAUL: I asked hi~ over yes terday. 

l! . o. . Jk: ' .. ell, let it go until tomorrow morning . 

UR. PAUL: ! 'would like to have him there . 

II . ~ •• Jl!: All right . 

!l.JL BELL: He will be blad t o come t omorrow DlOrning. 

t.lh. PAUL: . He is coming to the lunch this noon and 
he will come tonight. l will put it up to him. . 

H.M. JR: All right . 
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l!l!Jr: 

Operator : 

f!l!Jr: 

Allen 
~.,roul : 

f!l!Jr : 

S: 

"l!Jr : 

S: 

Hello. 

Sproul. 

Hello . 

Hel l o , Mr. Secretary. 

How are you? 

Fin<!. 

April 2 , 1942 
11:36 •.•. 

What ' s the reaction in New York? 

Well , I th i nk the r eaction i s that it will be 
a big suoceee. 
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f!l!Jr: Good. Good. 

S: 

~MJr: 

•• -· 
f!l!Jr: 

S: 

f!l!Jr: 

S: 

!!lo!Jr: 

~ · .. 

I thlnk lt's expected t o go v~ry well. 

Uh huh. We're already get t 1n& a !lock or 
telegrams back . 

People - corpora tions saying they'd be int~reeted? 

Yeah. 

And they - here's - they Juet gave ae one !'ro,. 
Guy Vaughn. I haven ' t re~d that yet. Just 
oame in - but they're ftll fri endly. Hello. 

Yea , I should thlnk they would be. 

And they say that they 're coming 1n, a l ot ot 
them, and people th8t I never heard or, but 
a lot ot - I tblnk 1t' s ell right . What does 
1t look like t o you, six or seven months? 

Well, I thlnk you could ma ke 1t at l eas t 
November 1. That would be Pix end s halt 
months. I thlnk your uoper 11m1t 1n 11gbt 
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!!MJr: 

S: 

!!IIJr: 

5: 

I'!!Jr : 

S: 

lll!Jr : 

S: 

!!l!Jr: 

S: 

l!liJr : 

S: 

!ll!Jr: 

o. -· 
liMJr: 

S: 
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ot yo~r etate=ent ia teven months, and I 
think yo~ oo~ld do that; b~t ~Y own aeeertlon -
m:t own tee ling 18 t hat IIOY811Aber 1 wo~ld be a 
good date tor 1t. 

I aee. Well, ve can clear t hat, what, Sat~day 
~orn1ng? 

Well, I don't see why yo~ eho~dn't clear lt 
t omor row. 

Well, aren't yo~ all closed to~orrow? 

No, we're al l here t omorrow. It'a Juet the 
St ock Exchange t hst 1 a closed t omorrow. 

I aee. 

The rest ot ua are no t so religious ae the 
Stock Exchange. 

(Laughs) I e~e. Well , we're not either. 

(Laughs) 

Well, yo~ thi nk it would eeve time 1r ve made 
up our minda t omorrow? 

I should eey so . 

Wtl l , I'll tal k i t over with Bel l . 

All right. And I think we ought t o nave war 
loen on thi s . 

Let me aek Bell. 

(Talks a eide) Are you going to heve war loan? 

(Back on phone) Bell says yea. 

Yeah. 

Yeah. 

Now, i e there anything we ean do - I not i oed t h1e 
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iw.Jr: 

S: 

ro!Jr: 

S: 

AlfJr: 

S: 

lfMJr: 

S: 

HY.Jr: 

S: 

HKJr: 

S: 

!!li.Jr: 

8: 

HMJr: 

S: 

HI!Jr : 

• 
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publicity about the I nveatment Bankere and 
the eecurity dealere a re going to help on tbie -
ia there anything t hat we c~n do in r espect to 
t hem to tacil1t ate that program. 

I don 't t hink eo. You aee, they ha• e their own 
representative down here, l~r . Br yce . 

Yes. 

And he' s been very buay, and- but I'll tell 
him . He's here now with me , be and Buffingt on, 
and I' ll tell him what you say and it they have 
any ideas - I think what it mi&ht be good 1a 
when they go downetaire to talk to you and tell 
you what they ha•e been doi ng. 

I think i t would be, too. 

Well , I' ll tel l t hem when they go downstairs 
to giYe you a call .•.•. 

Fine. 

. . •. • and let you know what they 've been do i ng ..... 

Fin e. 

••••• so that you have t hat. 

All right. 

Then maybe you can- i t you don' t think we'v~ go t 
comple t e coverage, why you tell them. 

0 

Well, the way that we migh t work with thea , or 
that the t hi ng mi ght be t l tted tog~ther. 

Righto. 

All right. 

'lhen they go down, they ' 11 call you • 

Yeah. 

Okay. 
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- .. -
s: All right. 

HMJr: Thenk you. 

S: Thenk you. 

-
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HMJr: 

Opere tor: 

HMJr: 

Oprrator: 

Jll(Jr : 

Operator: 

HMJr: 

O~eretor: 

!IIIJr: 

Opers t n r: 

HMJr: 

Operator: 

HKJr: 

Hello . 

April 2, 19112 
11:50 a.~:~. 

I hs.ve Pro!eeeor Heinicke, and he' 11 be here 
at lunch at one o 'clock. 

Oh. Thank you very much. 

Right. 

Now, what about Dwight Davie? 

He's lett hie ottice. He'll be back. 

Hello. 

Mr. Dsvis is out until late thia afternoon. 

Well, they said to call him beck. 

Well, he was there, but he 's not there now. 

Wel l , leave word I celled beck. 

Right. 

No calls tor a tew minutes. 

All right. 

1.93 
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f!l(Jr: 

ooera tor: 

HMJ r: 

secretary 
Stimson : 

Hello. 

All right. 

Hello. 

Hello , Henry . 

April 2, 1942 
l 2:ll p.a. 
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ffi!Jr : Hello. How are ;vou? 

S: 

HMJr: 

S: 

HMJr: 

5: 

RY.Jr: 

S: 

!D!Jr: 

5: 

HMJr: 

5: 

HMJr: 

That letter ot March 20 ot yours haa been 
r ound. It was routed down at once to Defense 
Aid, and it involved , they said, soae ooapl1-
cated questions a nd the7've been at 1t ever 
a1noe. Now, I think the a nswer ia going to 
be favorable . 

Good. 

I t hasn't got to me yet , but I've wai ted ell 
this morning thinking it would be here this 
morning after my turn on them, but they won't 
be able t o finish it probably until tomorrow. 

Well, if I ge t it t omorrow, tha t'll be fine. 

All right . 

That will be your good deed on Ooo~ Fri~y. 

(Laughs) All right. 

(Laugbe) All right. 

Well, I've done a e9 ec1a1 on Thursday. 

(Laughs) 

All right. 

Thank you. 
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Bell: 

HV.Jr: 

9: 

IO!Jr: 

B: 

H)(Jr: 

8: 

H~Jr : 

B: 

IO!Jr: 

8: 

H\!Jr: 

a: 

Hl!Jr: 

B: 

'llo!Jr: 

April 2 , 1942 
12:18 p. m. 

:l95 

..•.. end Senator Brown haa called me, and 
before I get him baok I ~anted to clear this 
with you. You r emember that D~troit situation 
I talked to you about before you went away? 

Yeah. 

That - you ought to go over that sometime 
oretty soon end I was wondering if you wanted 
to set a definite time, Monday or Tueaday. 

Yell, ask me about it agftln to11orrow, will 
you? 

~ell, he's calling me, aee, end he wante to 
know if you' ve had a chance to l ook at it. 

Oh, you mean with him? 

Yeah - well, he wante to know - he' e a.nl<ioue 
to 8ettl e the thing up. 

Well, ~hat do you mean - he - you went an 
a ppointment with me? 

llo , no. He 's calling me, end I knt-w that's 
wha t he wants - to know it we've had a chance 
to look at the Detroit. 

'.fell, wby not tell him three o'cl ock Monday -
Tuesday. 

All I want t o tell him ia t hat you have set a 
time next week to go over 1t d~tlnitely. 

Right. 

Ir I can do that, why that will eatlety him, 
I'm sure . 

Okay. 

Three o 'clock Tuesday? 

Yeah. 
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B: Fine. 

f{!!Jr: Right. 

B: Thank you . 
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HJo~Jr: 

HMJr: 

!'oers t~r: 

'll!Jr: 

Randolph 
Peul : 

!'MJr: 

P: 

HKJr : 

?: 

HMJr: 

P: 

P.MJr: 

P: 

HIIJr: 

Hello. 

Paul. 

Hr. Paul? 

Then e.!ter that, Orav~a. 

Right. Mr. Paul. 

Yea, RandolJ>h. 

Aprll 2, 19112 
12:20 p.11. 

1.97 

I thought I'd better tell you, Juat art~r I 
08118 from your office a letter came in !roll 
Jonee, and I '•- it's ~bout rour linea. ~eldon 
J onee is the Asfiatant Director in charge or 
the F1ecal Division of Smith'e office. 

Yeah. 

And it reads ae follows- I didn't want you to 
get your vires croaaed. 

"I know that Hr. S11i tb int~ndecS to s~nd to the 
Secretary a copy· or the tentetive outline or 
the progr~11 under diecueaion. Hr. Smith is 
not in hi~ office thle morning, end transmisa1on 
ore copy to the Secretary may be Oelayed." 

It'a come. I've got lt. 

•I am therefore eend1ng you • copy \n!ormally.• 

Well, they sent me one. 

Oh, they did? 

'!eah. 

'ilell , I didn 1 t know th&t and I wont eO you t o 
know it vas in here , and I'm hAvlng it photo-
atatecS. 

llell , I'm dol.ng the ae.r.~a t hin,, eo you'd better 
not double up. Miea Chauncey e having twenty 
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!!MJr: 

P: 

H'I.Jr: 
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eop1ee raade. 

'oell, we'll eheelt wlth her and eee that yours 
1e the earae and we'll oountermend one or the 
sets. 

W111 you do that? 
-'1 
Yea , e1r. 

Thank you. 
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CperH?r: 

f!l!Jr: 

Harold 
Ora vee: 

HJI,Jr: 

G: 

I!Y.Jr : 

G: 

HIIJr: 

G: 

l!MJr : 

G: 

!O!Jr : 

G: 

HMJr: 

G: 

HJ.IJr : 

G: 

Operator. 

Graves. 

Hello. 

Grave e. 

Yea , s ir. 

What about tb1e ~n ... .. 

Bernhard? 

Yeah . 

Apr1l 2, 19112 
12:22 p. " · 

Wel l , he, as you know, was echeduled to co~e 
in at three-thirty. Do you raean you ' d like 
me to tell you now what I hsd on my mind? 

Yea. You've got to talk a.wt"ul raet, HA rold. 

Yes. Well, there are two things I think we 
should eey to hira this afternoon. One is 
that except t or the etara that are being 
furnished by the Hollywood Victory Commi t tee, 
the oontribution made t o us by the Motion 
Pictu re Industry have been perfectly louay. 

Yeah. 

The second thing I think we should say le 
the t Kr. Duffus ie in charge ot our Motion 
Picture D1v1ei~n. and that we look t o b1~ t or 
whatever is done ln raotlon oicturee, and t ha t 
thes e people should contact Mr. Dutrue. 

Yeah. 
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Bernhard 1e oo~1ng in on thle stamp thing that 
you youreelt suggested some weeks ago. 

Yeah. 

Putting stamps on sale At raot1? n p1oture theatres. 
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I!!!Jr : 

G: 

I!)!Jr: 

G: 

I!!!Jr: 

G: 

I!"Jr : 

G: 

l!!!Jr: 

G: 

'!Y.Jr : 

G: 

ID!Jr : 

G: 

l!l!Jr: 

G: 

HMJr: 

0: 

HHJr: 

G: 

- 2 -

Yeah. 

And I th1nl< ths t 1 t would be helpful 1 t you'd 
talk pretty sharp to him. 

Now he Just represents Hollywood? 
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He i ·s a member of thi s J.lo t1on Piv~ure Comml ttee, 
t he one that Diet~ ha e been connected wlth, you 
know. 

Yeah. 

And they call 1t t bf! 'tla r Aotiv1tle ~ Coui t tee 
o f th~ Motlon P1cture I nduetry. 

Yeah . 

He' s chairman o f the Thea tre' s Dlvlel on of t hs t 
committee . 

Wel l, whst was t he fellow tha t Fr~nk Walker eent 
over? 

That fellow' s name was Fr~eman. 

'i ha t we e he dolng? 

W~ll , Freeman i e on t hle Victory Comlll1 ttee out 
1n Hollywood . 

Well , 1en 't tbla the sa me thing? 

I t ' P a part o f the same thi ng. 

I s ee. Well , now, when ~re you go i ng to brlng 
blm l n? 

Three- thirty. 

Well, I'm at Cabl net. You ' d b e t t~r make lt 
tour-thirty. 

Four-thi rty. All right . I'll tell Steohens. 

Four- thirty . 

Yea . 
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I!II.Jr : 11111 you do t ha t ? 

a: Yee , I wil l . 

HKJr : Now, while I've got you .. ••• 
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!NFLATIOII 
Present : 

!.lr. Paul 
J.lr . Blough 
Mr . haas 
:..r . Bell 
:.:r. Gaston 
!.!r . Sullivan 
:..r . 'i.bite 
.!ir . Gr aves 
Mr. Curri e 

April 2, 1942 
8 :30 p .m. 

!!.!1. . JR: \"lell, let ' s go, somebody. 
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Mit PAUL : Well, just to have son.ething - 1 will 
say rotten before you say it - we got up a little counter 
proeram here , the second paragraph of which is to be r e­
nritten by liarr~ '11bite. l!e doesn ' t approve . \.e have ~ot 
~uch mo re than this in explanation of each of these po1nts, 
but it is not included here. 

H .:. .J~t : The term, "Freeze price ceilin~s , • I don ' t 
understand that . I can understand freeze pr1ces at 
current levels but--

Mk. r AUL: That is the same thing. 

Ml\ , BLOUGH: Tha, is adopted from the Budget memo~ 

MR. WHI TE: It means you can ~;o dov.n but not up . 

H.ti. Jk: Oh. Well, tha t i s a good point. 

Mk. Vth1 TE: That is why the )' say "ceiling" ins t ead 
of "freezing prices " . 
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H.~.JR : That is a good point . 

1.1 . • PAUL: The most critical point is nUJllber five. 

. H.!.\ , Jit: I w~u~d like t o ask a few ques t ions, if 1 
m1ght have the pr1v1lege of not being interrupted, of 
George . George , I read the memorandum very guickly on 
the Canadian thing. It talked about the twelve different -
I think they have twelve different industl'ies or some­
thing. r•ow, 1 will see tha t you are not interrupted. 
You did that memorandum and had i t checked by Agriculture 
and OPA. Could you just outline for me what the Canadians 
did on Cecember 1? I am sure everybody else knows it in 
the room and understands it fully, but I don 't. 

UR. HAAS : I guess we are all on an equal plane 
then . We are all equal. They f ro,e prices and services . 
T can read these classes out of the book here. It in­
cludes wages . but they have some cost of living focuses 
that make some adjustment in wages and they also make 
an adjustment in !?rices . In other words , they froze 
all the retail pr1ces and there are certain instances 
Vlhere freezing the present retail prices might mean 
that the wholesale price is out of line and it would make 
an impossible situation, so they make adjustments on 
the wholesale price of co~odities entering into the 
retail price of particular goods . Hut the rest of their 
program, of course is - they call it here the five point 
blitz . The Canadian effort has been aptl~ described as 
the f i ve point blitz a(:ainst inflation. The points are, 
1, curtailment of publ1c spending i ower by taxation and 
public borrowing; 2, industrial pr orities and rationing, 
ceiling on wa~es and salaries, subsidies to supplement 
agricultural 1ncome and maintenance of supply while hold­
ing down retail or consumer prices; S, the price ceili~g. 
That ls the point 1 mentioned . Those are the three po1nts 
of thei r program. They not only have fixed prices o~ 
commod i ties, but they also have f i xed prices of serv1ces . 
They have even got undertakers ' s fees and all that sort of 
thing frozen . 

H.M. JR: Well no~ , at ~abinet today the President 
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again referred to this char t of mine and he got mixed 
up . lie called it "Cost of Living, " and !.:.iss Perkins 
said , "\'1ell, it couldn ' t have been ' Cost of Living ' 
it mus t have been the BLS figures~ which i t was . He 
went on t o say t hat not withst anding all the talk of 
newspapers about Bernie Baruch, when you saw t his thi ng 
you realized how li ttle L~ . Baruch did duri ng the war. 
I have never heard him say that before . Then he went 
o~ to say , the thing that bothered him was prices were 
going u~ he figured,ahout one and a half percent now . 
At the rate they were going and with the spending we 
had in prospect it looked as though they would go up 
three percent a month. V.bat he would like to be able 
to say is that he would like to hold them down so they 
wouldn ' t go up more than half a percent a month. If 
they did that he thought they could stay within reason. 
Then to my amazement Frank Knox spoke up and said, 
"1\ell , if you can cont rol the cost of llving then you 
con ' t have to worry about l abor . " which surprised me 
ve ry much. But I thought I could throw this in , Jim 
Landis , pressing t he President , brought these t hings 
out as to what he want ed. Yo u see , the~ al so brought 
ou t that Henderson had in mind on tho flfteenth of 
April i ijsuing a freezing order and they all said t hat 
l.enderson mustn ' t do anything until the President got 
o~tAstatement and also he tol d Agriculture to fight 
of f anything. 

It seems that they are now t ryinf to freeze wheat 
at a dollar thirty, and corn at a dol ar ~en or s?me­
thing l ike that . But I thought this was 1nteres~1ng , 
showing what the President had in mind, to keep 1t down 
wi thin the limits of a hal f a percent a month. 

MH. ~HITE : I t is very sensible . 

lo!X. SULLI VAN : I guess we would all settle for 
that. 

MR. GASTOH : Yes . 

204. 

H.M. Jh: Now, one thing in readin& that I would l i ke 
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to say . I think there should be a paragraph and 
Harold Graves ought to wri te this. I think we ought 
to have a paragraph, George , again based on t hat study you 
zave t o me. I knoYI everybody ?torked on it . :ihowing 
how much m ney there is available from various sources 
you see . There is so much thnt you can boJ•row from th~ 
banks and so much from this gr ouo ~nd so much from that 
group . l have never shown that to the President . I 
think if we had a paragraph and said "durin!~ the next 
fiscal year , l\142 - " \'ihat is it , t hirty- flVe? 

~. PAUL: Thirty- five on the present budget . 
That is eleven bi llion up in t he new figure~ . 

H • .t. Jh: \.ell, let's call it thirty-five . Of the 
th i rty- five the Tr easury ~roposes to borrow "X" million 
dollars in this way, and X" million dol lars in this 
way, and "X" million dollar s in that way. In other 
Ylords, put the thing down, and a:i ve a pro&ram of how 
we exoect to raise t he money . Thill let t he President 
see it , which he has never seen before, and let the 
President say, "Well, lienry, I think t hat is too much 
from th.is source or too little from that source. " 
Now, and i n t he thing Graves and I are willing to say 
that beginnin& wi t h t he month of July we propose to 
hor"ow et the rate of a billion dollars a month from 
Saving a Bond a . 

\11\. SULLIV All : Voluntary savings? 

H.U. JR: Voluntary s >vings, a billion dollars a 
CIOntb. 

~'h. hAAS : You mean ;;avings Bonds . 

H.l.: . JR: Saving s Bonds, a billion d?llars a month . 
What I would like to have, which is misSlng here , 
is - well , as much space as you need on a fiscal borrowing 
program. 

UJ(. PAUL: Well, bear in mind this is very rough. 
We are not very proud of this . 

H. loi. Jh.: 1/ell, it isn't a aueation of being proud . 
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1 mean, this part 1 know, see. I haven't go t the figures. 

Mk. SULl-IVAN : I think that is very important 
because all the outsiders t here today 1 ~ir. Secreta~y 
considered that voluntary purchasing of Defense ~ond~ 
Ylas o.ll done . 

H.M. JR: Well , neither the President nor Hopkins 
does . 

LUI. v.JiiTE : \,flit a !Unute, not all done , but in­
adequate . 

H.M. JR: ~ell, I don't care what the figure is . 
George has the figures . He can do the thing. He may 
not have it at nine -fifteen, but he can have it in 
pencil for me . loe have di vlded this thin& into various 
categories. And you put down - beginning v.i th the 
first of July we will put doYm R3 a ~lnimum twelve 
bilHon dollars borrowing U.rou~h Defense tiavings Bonds. 

"·::ar Savings Bond$' we will cRl l them f rom now on. Then 
we had all those figures--

Mil. HAAS : Yes , we had all that . 

1~ . PAUL: but how much out of income and how much 
out m savines, do you know that? 

Mk. HAAS: The whole business is out of current--

Ill\ . SU1.i I VAll : I think we o~ht to have that para­
craph in there because of the att1tude of these other 
people . 

t.!lt . HAAS: JAr. :;~cretary, if we do anyt?ing o~ this 
rationing, even the scheme which harry was d1scuss1ng, 
or a mo re extensive rationing, those est imates of how 
much would be saved and how much would be 'sharply in­
creased and you would have a much easter time with your 
Savings Bonds . ~ou could sell more than twel ve. 
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H.~ . JR: Then I will make it easier for you . 

(Mr. Bell entered the conferenoeJ 

H.M. JI\: V. e are right on a subject now on which I 
need your help, Bell, badly. lou and I have the ad­
vantage that we haven ' t been exposed to these other 
e~perts . 

Mh, BELL: I was exposed today for lunch. 

H.M.JR: I didn't know that . Then you are ruled 
out , but you can help me on this and this is what I 
need. You and George work on it. l wan t a page that 
will simply say this, that the Treasury proposes - I 
~ not worrying about what they think. I want to out 
down a positive statement. The Treasury proposes to 
borrow so much money in fiscal '43. How much? 

Lffi . BELL : Thirty-ni~e billion . 

20? 

H. L! . JR: Thirty-nine bi llion dollars . And, answering 
George, going on the assumption that between novr and the 
fi rst of July we will have total rationing--

l.lk. HAAS : Oh, then that changes the whol e business. 
It will l ook much bet ter. I mean, the figures I would 
&ive you would be much improved over what you have . 

H . t~ . Jk: Let rne run through this and then you 
fellows can shoot at me. On the asa~ption and on the 
reco~endation , if you wish, that we have total ration­
ing, then we can borrow so much from ••ar Savings bonds, 
so much from businesses and so much from the banks, the 
various categories . 

LIR. HAAS: The insurance companies and all. 

H.M.JR: "And this, Mr. President, is my program. " 
Not to thesr various people, but to the President of 
the United States on the assumption that you have total 
rationing . NoYI, I am ready to be shot at . 
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MR. HAAS: There are two kinds of totals . 

H.M. JR: ~ell, I am ready to be shot at. 
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MJ{ , PAUL: Vlell, ! would like to have Harry bring 
out the distinction between t he two types of rationing 
and the importance of the general rat ioning idea be­
cause that is ~he. one thing we haven't really wo~ked out . 
The rest of. thlS lS pretty clear in our minds . \'ohether 
it is practlcal and feasible we are not q~ite sure but 
we think it is , and Harry, why don ' t you- I think' that 
is a distinction the Secretary ought to have in mind. 

:~ . i'Jli'!'E: Well, I think that that is the critical 
consideration, because if that is set aside as being 
impractical, then--

~ffi. PAUL: Let ' s start at the beginning with a 
descripti on of the two types . I don't know whether 
you have ever talked that over with the ;!ecretary . 

l·L1. •;IlliTE : ·•,en, the type of rationing that is 
usually referred t-o and t he kind t hat will 11o into 
effect in the Uni ted ~tates for the first t1me wi t h 
sugar and whi ch it i s contemplated will be extended, as 
I understand, on some score of commodities very quickly, 
woolen goods, sugar, leather goods and so forth - I 
haven't seen the l ist, but I have heard some runors of 
it - is the usual kind of rationing in which you need 
a ticket to ~;et s~ar. You need a ticket to t;et cloth­
i ng, and so on . •nat is the kind of rationing which 
is taking place in England, Germany, Italy, hussia, and 
elsewhere, and it is the kind that is the first resort . 
The minute a thing get s short you ration it, and then 
you keep adding and adding commodities until you reach 
the extreme such as in Italy and Germany where there are 
several hundred or more separate rati?ning devi?es .. That 
is the rat ioning of specif1c commodit1es which ls go1ng 
forward by Henderson • s group . They will start with 
sugar and then go on. There is a different type of 
rationing which hasn ' t been tried anywhere. l t has been 
talked about for some time and for want of a better 
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name you refer to it as "rationing of expenditures , • 
and that 

MR. GASTON: "Rationing of total expendit~es , " 
!'eally. 
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J.llt. VJliTE: 'Iotal expenditures, ye~ . Via"'it that 
:lle"ns is that there is a pattern of expenditure limits 
set for each income group, and no man can apend more 
than the amount which is allocated to his income aroup 
on all goods which are i ncluded in the rationed goods 
and in this proposal, because of the administrative 
simplicity, the only things which are excluded--

ti .1. J.r\: Administrati ve what? 

MR. WHITE : In order to achieve less administrative 
difficulties because even at best it is a very ~ i fficult 
administrative job, but i n order to reduce t he difficulty, 
there are certai n things which are excluded, not every­
thing you would like, but some nf the more important of 
them. Those are as fo :!.lows: H·,using . A man can spend as 
much as he wants on housing, rents, etc ; health--

MR. SULLIVAN : And a little mere. 

1\lt. \',1i!TE : !lore than he wants. lledical and dental 
services • 

• ~. BELL: You are just talking about conslll!lers . 

MIL '•\RITE: Yes . 

H.M.J.r\: How are you going to do this? 

MIL "llltlTE : Well, that is the problem we are f ac ing. 

MR. PAUL: The central idea is very s~mple . Every-
body has a book with some tickets in it. ~hen you go 
to buy a suit you give not only, let's asy, $50, but you 
give $50 worth of t hese tickets out of the book. 
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MR. ~lAS: It is.like the stamp plan Agriculture 
has. It 1s pretty sl1ck. 
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Mit . BLOUGH: .l.f you have an income of five thousand 
dollars--

H . }~ . JR: Where did you get t t? 

MR. ~RITE : The originator of the idea is a Pole 
by the name of Kolesky. He is a British economist. 

H.M.JR: It doesn 't come out of ~oscow, does it? 

MR. ~RITE : I don't know where he got it. 

t~ . BELL: Next door . (Laughter) 

L!R . \',-t{[TE : His idea was to have everybody spend 
exactly the same amount, etc. v:e began working on it 
a month ago. 

MR. SULIJVAN : We believe that that wil l have to 
apcly here in regard to the necessities of life . Don't 
you, Herbert? 

~ffi . GASTON : I thought there might be great difficulty 
in trying to fix differing levels of expenditure for 
di fferent income groups, to say to one man that because 
he makes twenty thousenc! dollars a ye•", he can S(end 
~Yrelve thousand, to a man who makes two thousand dollars 
a year that he can only spend eighteen hundred a 1ear. 
In other words, you set a limi t of expenditure ?f things 
a man can buy, gauged by income . Of course he JUst doesn't 
have the money to buy - the two thousand dollar man doesn't 
have the money to buy the twelve thousand, but still there 
is an element of discrimination. lie has got more money 
to buy something else, and this other man can buy twelve 
thousand dollars worth of goods , and he has t o stop at 
eighteen hundred, an element of class distinction, and I 
wondered whetber it wasn't possible simply to include in 
that over-all Budnet a definite list of commodities that 
are included rath;r than to try to make it all ~nclusive 
except for certain exceptions . Then another th1ng I 
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bad in mind was this, that as to a matter of a suit 
of clotl,e$, for instance , that you might well allow an 
arbitrary &mount which would be for a relatively cheap 
suit of clothes , and that the tickets for a suit of 
clothes would ~o just as well for a hundred and sevdnty­
five dollar su1t of cloth~ as for a twenty- fi ve dollar 
suit because it is the wool that you are interested in 
conserving . 

:.IR. \'.'JUTE: That is what they do in England and the 
resul t is that you can ' t buy cheap clothes because there 
i s a limit on the amount of clothes and the tailors--

Mk. GASTON : rlold it for the expensive stuff. 

MK. ftHITE: aake only expens ive stuff and the poor 
aan can't buy cheap clothes. There are a lot of ramifications 
and modifications. 

H.M. JR: This is new. Why can ' t you do this . In 
the fi rst place we have got a deadline of nine- fifteen 
tomorrow morning and another deadl ine of tomorrow night, 
with t.he President wanting something . V.hy can ' t you do 
something like this? I f I understand this plan, rou 
l!ive a man the right to spend "X" percent ol' his wcome . 
~hat can he do with the other? 

Ult. 7.1UTE: Anvthinu he wants. ue can buy bonds, 
pay rents, send his· chil~ren to college--

YR. HAAS: You are really making a aarket for 
Savings Bonds . 

MR. WHITE : He can have any color car as long as 
it is black. You can do four or five things, you,can 
save the money, hoard it or buy bonds . It wouldn t 
matter, it is off the market . 

H.M. JR: But you can't spend it? 

Uh. WHITE: You can spend it for some things . You 
can spend it for housing, medical services, education 
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and recreation. 

MR. BELL: To pay a debt oft. 

MR. WHITE : Yes, to pay your debts . 

H.U.JR: But there is a two prong fork there. I 
mean, you both limit the things he can buy and you 
l imit how much he can spend for those things. 

!!}(. GAS'roN : For consumers goods. 

YR. PAUL: 'hat is right , and the by-product is 
very important and you put a man in funds so that he 
is very apt to buy bonds. 
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H.M. JR: Let me put it this way because we could 
sit here all evening arguing on just one point, you 
see, and you certainly won't get through with it. \'.by 
can't we, going back - I don't know when Dan came in 
the room, at what stage , why can't we go back because 
I am interested in two things; how are we ~oing to borrow 
the money, and the tax program. Why couldn t we say this, 
that we feel that there has to he a rationing program 
and this rationing program could take one of two courses, 
you see . It could be the usual--

MR. HAAS : Commoeity rat ioning? 

~. PAUL: Specific rat ioning . 

H.H. JR: It could be the specific rationing or it 
coul d be tbi s other plan known as the '1iarry \'1hite plan", 
and a very bri ef descrip t ion. 

ll.f1. V/HITE : They both would go - the second plan 
would no t avoid completely the first . 

H.M.JR: But you could describe the two, you se~ , 
and say that theoe are things - ot course !e are ma~1ng 
suggestions and we realize perfectly this l S something 
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which would have to be cleared with 1\r. Henderson's 
organization, you see , but I mean you could describe the 
thing . Then you could go on and say that i f a plan of this 
nature was put into effect, then we feel in the Treasury -
and we can do - I mean, you don't know how much would be 
saved one way or the other, but then we could say, "Under 
this plan the thirty-nine billion dollars that we have 
to borrow we propose to borrow from the following sources " 
and then go ahead and ~ive our list . Do you see , Dan? ' 
A.fter all, it is your JOb and mine, isn' t iU. 

~ BELL: I don't know whether that will add up 
to thi r ty-nine r.ill it , George? 

!m. HAAS: "ell, I would have to make a whole new 
set of estimates . 

H.!A. JR: \lell, you have got between now and nine­
fifteen tomorrow morning. (Laughter) 

MJ, . HAAS : Couldn' t you, hlr . Secretary, tomorrow use 
that table you have got as illustrat ive and say it has 
to be revi sed? 

H.U. Jh: Yes, but I need something for the President 
to:~~orrow--

UR. HAAS : Oh, we can have it . ~e will do something 
tomorrow night, but by nine- fifteen--

H.!.!. JR: Wait a minute . But who the hell;~ t~ll? 
After all, thev keep revising it. "ne can say, •. u.s lS 

a rough estimate and we will have something more for you, 
l:r . President, by t!onday, but you can take the t~rty­
ntne and where your gap is, you would fil l that 1n by 
taking it from the banks . " 

MR. HAAS : 'ue say that is present habit pa~te;ns. 
it is based on. lt could be left that way and 1f 1t 1s 
over-all rati oni ng, the thing - i t wo uld tr9mendousl y 
increase the amount of savings you would get . 
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H .~ . JR: Then you could have three columns 
the present plan you would borrow this way. Th~n 
by classifications , and then you oould have column 
two, if you had t he orthodox rationing plan you 
would borrow this way. And if you had the ~rthodox 
plus Harry White's plan, you would borrCl'l ln the thi rd 
column. 
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lP.. •.miTE: That is right . In other words, if you 
have a rationing plan you shift from borrowing from the 
banks to borrowing from individuals . 

Uk. HAAS : Sure, that is right . 

1!.!.\. JR : You would have three colwms, but you would 
raise bonds here and the insur~~ce companies, you would 
have your - your classification would be here and then 
column one , two, three according to plan one, two and 
three . 

MR. HAAS : Yes, sir. lt would be very rough estimates 
but they would be good enough. 

H.M. JR: '.'lho is going to--

Mh. hAAS: ~lho is going to check them? 

H. :!. . JR: W3o is going to check t hem be tween Friday 
night and l!.onday morning? I mean, you get - as I under­
stand it, the classi fications are, banks, insurance 
conpanies, s~vings Bonds, t axes and so forth and so 
on. Is that right? 

MR . HAAS : That is right. 

H.M.JR: Then you have column one under the present 
conditions. 

l.ffi . HAAS : And we have got the securities listed. 

H.M.JR: And column two, the ordinary ?onception of 
rationing, and column three, the new concept1on; ~d Monday 
night we could send the President a different thing. But 
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that would give us - I don : t ~ant to go into this thing 
with no lan as though I d1dn t kno~ what I was doing . 

!.:h. PAUL: Yes, that is right. 

MR. WHITE: There is only one difficulty there which 
~Jst be mentioned , I t~k, Mr. Secretary. 

ll. ~: . Jk: Only one? 

'.'lt. \\'hl'fE: well , there is one big one. That is 
that the Budget bureau men, and there will be a number 
of others, will say that this general rationing plan 
which you are setting up as a oossible alternative, 
they don't feel is administratively feasible . 

JI . ~: . JR : \":ell, now look, Harry, this i s ~hat is 
oine to happen. '·•e will argue our heads off, see, 

and then 1 will say , "V.ell now Harold, I am terribly 
sorry, we haven 't been able to eet anywhere today and 
the President has asked me for ~ plan so I am goin~ 
to send him over what 1 have as of t flnight , and 1 1nll 
be very glad to meet with you again on Monday and in t he 
meantime we will reconsider what you have said and so 
forth, and we will meet again . VIe will keep send-
ing the President memoranoa until he tells us to 
stop or until we can get him to agree . " 

MA. V~~TE : That is all right, as of tonight . 

Ult. i'i.UL: Then I want to point out another thing 
that is ver¥ important to face in this situation, and 
that is whether you are going to pass the tax bill as 
proposed or whether you are. going t~ oo~licate it, 
because you are in a hyster1cal pan1c with a ~o~ of 
additional olans for contributory saving, ard1t1onal 
t axes, reduction of exempti ons, or God alone knows 
what . Because those fell ows are going to ~ress for. 
that . They think that we can ' t wait . lsn t tha t r1ght, 
Dan? 

MR. v.1!ITE : I think it would be a mistake to open 
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up that tax bill . 

~tlt. BELL : We 11, no one we.n ta to open it up. I 
didn ' t get it . 

1.Ut . GASTON : 1ou 8l'e a<l dressing this situation. 
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These peopl e have propose<l a program which they con­
sider based on a promise that there is a terrific in­
flation confronting us . They are oroposing something 
that they claim to be a program to' combat inflation . 
~ow, if we start our address to the President with the 
state~ent , "Yes, that i s true , " that there is a great 
inflation confronting us as was outlined b7 ~~dolph 
in this brief stat ement here, then we have got to 
say some thine about what we propose to mee t that sit­
uation . Now, we have in this debt financi~ thing, 
whi ch • think is a side issue, so far as th1s subject 
we are addressi ng is concerned, we have the one thing 
of a t ll hter rationing plan, a specific commodity 
ration ing plan plus over-all limitation on expenditure , 
but is that all that we want to propose? 

Mlt . \IHITE: !lo, I don't think it is . 

1~t . PAUL: ,,e haven 1 t time for more . 

!&\. GAS'l'OII : I don 't think so. 

1.1k. VoJ!ITE : I don't think so for this reason . I 
think we have vot to be prepared to m!et.the criti~i~m 
which may prevail in the end, that th1s 1s not adminl­
s' ra tively fea.i~l e and, therefore, you have to sey that 
i~ it be found that this over-all rationing is not 
feasible , then the alternative, the less desirable al­
ternat i ve, is forced saving and some increase in taxes . 

l.lk. PAUL : That is r lght , harry, but 1 think w~ 
have to meet the i ssue in an even bolder way, th~t 1f 
the rationing plan doesn ' t work, anything else Wlll not 
cet better results than to put this t ax bill through as 
ts . 
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MR. WHITE : Oh, I think that is true &~yhow. 

MR. PAUL : Let's meet that head- on, because t hat 
is the cor rect analysis of i t, and that was reinforced 
~y something Gil bert admi tted today i n connect ion with 
reJ;Ulations''W," that we have got a big ouehion there--

MR. HAAS : Work on this consumer credit , cut that 
drastically, you see, now. 

MR. GASTON: Yes, that is right . That is the 
essential part of it. 

MR. PAUL : Yes, but it W&a the importance of that 
part. I didn't realize it unt1l be brought it out 
today. Gilbert admitted, didn ' t he, J0bn--

MR. SULLIVAN: Everything he said was predicated 
on that assumpt ion, that that would be done. . 
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MR. PAUL : Yes , but he admitted that we did not 
need to mix up this tax bi l l . 

MR. HAAS : Yes, that is right , and he would -
the only thing-- · 

MR. GAST~l : They talk about they are f or the 
Treasury program, and then they add features of it 
th&t are a c~plete reorganiz&tion of the whole tax 
sch~e . They start with a statement of the extreme 
urgency of the inflation peril f acing us, and their 
next stat~ent is in effect tha t to meet this situation 
we have got to announce some drastic new plan for with­
drawing consumer spending power, that the mere ~ffect 
of announcing a grandiose program is going to, 1t~elf , 
help meet the inflation peril . That, I don: t ?elle~e . 
I think it i s a t erri ble f&lk oy. I t hink 1t 1s go1ng 
to - I think it is most likel y to result- -

MR. SULLIVAN : Go the ot her way. 

MR. GASTON : In a tremendous buying pressure . 
I t hink it is l ikel y to contribute to it. 
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MR. BELL: They have had plenty of experience 
on that , because t hey announce every month that they 
are going to ration something thirty days hence, 
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lffi. WHITE: If they freez e their prices at once, 
then I think the discussion of a general rationing, 
and this is one of the serious difficulties, the dis­
cussion of general rationing is going to increase 
buying, you see , That is why the thing can' t be dis­
cussed indefinite~y . That is why you have really got 
to ma6e up your m1nd and put it ln effect administratively 
wi thin a couple of months if possible, but you can readily 
see that if there is much discussion about limiting a 
otn' a ability to buy what he wants there is nothing that 
will encourage him more to run out and try to buy what 
he wants . 

MR. BELL : Can they do these things under the 
present law? 

MR. PAUL: We just had a conference on that. 

1m. WHITE : The lawyers say they can ' t . 

MR. PAUL I have got this second war powers bill 
which apparently gives that authority. 

~. SULLIVAN : I would question that on~ though, 

lm. BELL: They didn't leave anything out of that 
bill, apparently. 

L!R PAUL: Here is the varagl:'apl1, if you want to 
hear it: "Whenever the Preudent is satisfied that 
the fulfillment of reQuirements for the defense of the 
United States will result in a shortage of a.ny material 
or any facilities for defense or for private account 
or for support, t he President may allocate sue~ ~acil­
ities or materials in such manner on such cond1t1ons 
and to such extent as he shall deem necessary, or avprop­
riate in the public interest and to promote the nat1onal 
defense.'' 
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MR. GRAVES : That is adequa t e for specific ration­
ing of particular commodities, but it is not adequate 
for general rationing. 

1!R. WHITE: After al l, we have got a legal staff, 
and they are pretty smart guys, and they say i t i s 
legal . 

UR. GRAVES : Not near as smart as tno odds and ends 
of lawyers you have got right here. 

UK. GASTON : I oeg your pardon . 

WR. WHlTE: I beg your pardon, Harold. 

~. GASTON: I thought they were all economists. 
(Laughter) 

MR. GRAVES : That is plain by the very words used 
there . Y0

u don ' t have t o refer that one to any legal 
department. 

Lffi . GASTON : I am i nclined to agree wi th you, 
Harold. 

MR. PAUL: I thought Cairns gave the opinion that 
that was--

UR. SuLLIVAN: He did at first , and then when we 
talked wi th him a while, ne wasn ' t so sure. 

J.!R. PAUL: I missed that. 

!!R. WHITE: Well, I thought he ended up by saying-­

Lffi . BLOUGH : Gilbert made one significant ~t~tement . 
He said if they succeeded in gettinc six commod1tles 
unde i'VIay in a comprehensive rationing scheme by the 
first of July, they would be doing very good indeed. 

(The Secretary entered the conference . ) 
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H.M. JR: Well now, could I just get in a minute 
here? I asked Harold - Harold and I , so that you 
peopJ.e. kno1v , we a:re proposing next Tuesday or Wednesday 
thnt a letter will be in the bends of forty t nousand 
manufacturers of t his count ry- -

lffi . GRAV ES: Employers of all kinds . 

H.M. JR: After having first cleared wi th the 
unions . We expect them to assist us to deduct on a 
volunteer basis, but we hit them over the head if they 
don ' t , t en percent of the gross wages, and then by April--

MR. GRAVES : Ten percent of f roas payroll . 

H. Lt . JR: And then by April 13 we expect to announce 
a quota for every county in the United States which will 
be so muchfor May, and so much for June, and will reach 
a billion dollars a month by July. Now, I asked Harold 
to find this , and I think if we could get this, this 
would be very helpful, because this - I know the President 
has this in mind, and Smith told us so. If you took all 
of the overtime i n wages and put it in Defense Bonds, 
what would i t amount to? Harold doesn ' t think it 
11ould amount as much as t en percent . 

UR. GRAVES: Of the gross pay roll. 

UR. SULLIVAll: Of the entire country. 

MR. GRAVES : That is right . I passed th~t on to 
~. Tickton t onight. 

H .~ . JR : If I said to the Presiden~ - "Nor. look. - ~ 
I did today, snd he listened. I said, Congress. is w1ll1ng 
to wait until the first of July and Taft is will1ng to 
wait until the f irst of July, and I am asking you t.o wait 
to see how near we can came to getting that )' and I think 
it is a vary important argument . I think. in this presentation 
to the President, Harold, we ought to have something 
about this plan which we are putting into effect next 
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week and the week after so we could l et him know, 
you see. 

1ffi. GRAVES: Yes . 

,.. H.M. JR: I think that should be in the statement 
Tmich goes to him to~orrow night, which you ought to 
prepare for me. 

l!R. WHITE: Is that going t o be voluntary, that 
a worker can decide whether or not his overtime pay 
is to go for bonds? 

H. IJ . JR: Noi we are not saying anything about it. 
What we are simp y. saying is thla, we are saying to 
the labor unions and employers of - forty tnousand or 
four hundred thousand? 

J.!R . GRAVES : We have a list of forty-four thou­
sand companies who have adopted pay-roll ~avings plans . 

H.M. JR: VI ell, we are simply saying, "With your 
cooperation we hope that you wlll bring about a deduc­
tion of ten percent of the wages of everybody who works 
in your company. " We have never given them a quota 
before, you see . Some will have this much and some 
·.1ill have that much . Then besides that, we are ~iving 
a quo ta to every county in the United States, wbicn 
will be an over-all, see, and the quota by counties 
would be ao stepped up in lo:ay, June, and July that by 
July we will reach a billion a month. Vle think we have 
a fairly good chance of reaching that by Jul y. 

MR. GASTON : \Vhat do we have now, about six hundred? 

MR. GRAVES: Five f ifty- seven, I think . 

1m. GASTON : About si x hundred thousand. That means 
withdrawing an additional four hundred thousand- -

H.:J. JR: Million. 

• 

Regraded Unclassified



222 

- 21 -

~m. GASTON : Four hundred million, which is around 
five billion a year. So far as it affects this infla­
tion problem, it means the withdrawal of an additional 
close to five billion dol lars a year. 

need. 
JAR. HAAS : Of just the right kind of money you 

MR. GASTON : Yes . 

~. BELL: It didn't impress those fellows very 
much today,though. 

MR. PAUL: Toe importance of that and all the 
rest of it is, and the part you have to deal with 
with them, the thing that they drive at and drive at 
and drive at is the fact that we must muddle up this 
tax bill, and I keep driving at the answer that IVe have 
got to have that out with them. 

H.!f.. JR: Now, may I go on the next thing? 

Lqt . PAUL: Pardon me . 

H.LI . JR: It is all right. Gaston and I were for­
tunate we weren • t at the lunch. Were you, Harold? 

!..'R. GRAVES : No . 

H .~ .R : Now on the tax thing, this is the thing 
which I would say. I don ' t know how - you see, all 
of these things - the President doesn't listen to 
you half the time because he has got so much, and I 
don ' t blame him. I would put into the thin~ and 
highlight the fact that-we asked for permisslve--

(Mr. Curri e entered the conference. ) 
• 

H.M.JR: You are just in t ime. Nothing is settled. 
Put in the thing that the thing we are asking for, the 
permissive thing, is one to t en percent . . 
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MR. GASTON: Withdrawal? 

H.1[. JK: Withholding. 

MR. GASTO!I: Withholding tax, 

• 
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H,IJ, JR: How much would the ten percent amount to? 

UR. BELL : That is already in your tax bill, 

H.M. JR: I know, but I don ' t think the President 
is conscious of it . 

~. PAUL: Roy, how much does it acount to? 

H.K. JR: If you went to the t en. 

MR. BLOUGH: Let me see. I believe it amounted 
to a couple of billion dollars on a full year basis, 

• 
H.LI . JR: Let me just go over thh quickly for you, 

Lauch. Thi s is what I am asking them to give me, t o 
give you - to just t ake a second. They mentioned it 
again at Cabinet today, and the President said that he 
was looking for somethin& that be rtants to do in three 
weeks . This morning it was two weeks , He says he is 
bothered that the cost of living is going up about one 
and a half percent a month, and he is afraid it will 
go to three , He would like to have it not exceed a 
half percent a month. Now, were you at that luncheon 
today? 

UR. CURRIE : No, I am sorry. 

H.1t. JR: You. evidentJ.y, needn't be sorry. Your 
head will be clearer, l'lhat I am suggesting to our 
boys to put up for our plan, because the President has 
asked me to glve him something tomorrow night, and I 
am not going to get any agreement outside of possibly 
the people in the room here - you have seen the chart 
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r.hich is prepared of how we think under present con­
ditions - where we can borrow and f r om what sources , 
Have you seen that? 

l.:R. CURRIE : No . 

l!.L!. JR: Well, we have it . 

I.!R. BELL: You se.w t hat gap. 

~. HAAS : YQu se.w the gap one, but not that 
particular one . 
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H. l: . JR: \'/ell, ne have got that thing. It is so 
~uch from the insurance c~nanies and so much f rom banks 
and so much from savings ana so forth, and so on. I ao 
suggesting that we have these various categories , and 
then we have column one, showing ho1v much we will raise 
from each of these sources, and a t the end or column 
it will total t hirty-nine billion dollars under exi sting 
conditions . Column two will be how vte would raise the 
money if they put into effect the rat i oning thing that 
Henderson is talking o.bout . That will bo column two . 
Coluo.'l t hr ee would show how we could raise the money if 
we put in somethi ng like what White is t alking about 
l7ho re a fell on is only per:ni tted - you knolv--

1:1. BELL: He knows the Koles~y plan . 

!!. J.: . JR: Non, that would give the President so:~e­
thing he has never seen before, that the Treasury knows 
at least has to borrow tnirty- nine billion dollars , and 
that we have here three differ ent su~gestions , and you can 
look al these things . "No1v, if you aon' t t~nk the total 
IU:lount oi' taxes is enough, l.!r . President , adn as much as 
j'OU 11ant there. If you think we o.re getting too much f r om 
tho banks or too little - but here is t he table on one 
sheet L!r President that vou cnn see, nnd this i s our 

' ' ' " " I t hi '11 program to raise t he thirty-nine billion. n s w1 
be a footno t e with a little introduction tell i ng 
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him what we propose to do . Next week we are getting out 
a letter t o the heads of forty-four thousand companies 
who have the pay-roll deduction plan, the volunteer 
plan, giving them for t he f irst time a quot~ which is 
ten percent of t he gross salaries paid. Vie think we 
can possibly approach that . And the following week 
we will announce a quota for t he country, by counties, 
so much for May, so much for June, reaching a billion 
dollars a month in July. 

M:~ . CURRIE: You are offering this as an alter­
native to the Smith plan? 

H.U. JR: I am thinki.ng - I am not going to l et 
myself be befo&ged. I mean, call it an alternative 
if you want . I think the Treasury should have a 
plan. 

MR. CURRIE: I wanted to report to you that I think 
the sales tax has been dropped from the other plan. 

H.l!. JR: Well, I am just giving you all the back­
ground and treating you as a member of the Treasury 
family . Both the President - I don ' t know how much 
Harry told - v1as quite shocked to think that I had not 
been told by Smith that he was absolutely opposed to 
tbe sales tax. I had three-quarters of an hour this 
afternoon with Ho~kins, and Hopkins had heard n?thing 
about it up until this afternoon, and is not go1ng to 
be rushed off his feet . Neither the Prosidant nor 
Hopkins are going to be rushed off their feet on freez ­
ing wa~es , so all I am saying to you1 I am just saying 
someth1ng because the President now nas toltt me_ both 
this morning and this afternoon he wants sanetntng 
tomorrow night . That is the best I can give him unless 
somebody says sometning. I meanf after all - t~en ~he 
President sees - bow much would 1t be in taxes 1n f1scal 
' 43? 

MR. PAUL: Twenty-seven . 
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H.M. JR: Twenty- seven billion dollars . 

MR. BELL: With the new tax progriLIIl. 

MR. PAUL: That is low, 
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H.l.!. JR: Just one second. Here you would have on 
the table before you a sheet for the President with 
two possible alternatives , Now, you take a look at 
it and take it home and study it Saturda1 and Sunday 
and he will come back and say, "Wait a m1nute, llorge~the.u, 
I think you are a little low on taxes end a little 
high on the b!mks •. !.lake an adjustment , " And you have 
the thing before you, and that is the fiscal plan, and 
that is what the President is entitled to . !low, if the 
President say~~enty-seven billion is too little, Henry, 
I tnink it should be twenty-nine or I think it should 
be thirty," all right, that is his privilege, but then 
at least he sees the categories we are going to get, 
and the other thing, he is very much sold on our volun­
teer plan . So is Hopkins . So that is as far as I have 
gotten tonight , and in as much as be insists on somet hing 
I know I can ' t sell i t to the Smith gang tomorrow, but 
at least I will have something that the President evidently 
wants to study Saturday and Sunday, and we will meet again 
l!onday, and be can say to me - I will say now, ''What do 
you like? what don ' t you like?" and the thing can be 
adJusted within those cate~ories . Now, what do you think, 
cooing fresh to this thing. 

MR. CURRIE : I think it is awell , grand. · 

H.U. JR: And I mean--

MR. CURRIE : Good. 

H.M. JR: ,Isn't that the way ? 

l.!R. CURRIE: Yes . 

H.M. JR: You may say, "Well, wait a minute, I t~nk - " 
he might say, "I think you could go a little heavi er m 
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this or you are t oo heavy in that , • and that gets it 
a~1ny from any personalities or anything else. 

MR. PAUL: I would like to make a footnote to 
what you said. 
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H.IJ. JR: Just one. second. I want to get his fresh 
vi ewpoint on this , 

l.!R. CURRIE : I t hink that is an awfully intelli­
bent way of going at it, llr. Secretary, because I 
was a bit disturbed when they came to ce the other 
c.ay hitting in so many direction& without any idea of 
what your goal was !llld cbjective and what the cagnitude 
of the job was you had to do. I made those objections 
to tham. 

H.M.JR: But on this basis. -

L!R. CURRIE : On this basis it gi vee you something 
possible to deal VIi th. 

H. ld. JR: • • or shifting within the thirty-nine 
billion . 

MR. CURRIE: That is right. 

H.M.JR: The probl~ is to get thirty-nine bil-
l ion, from my standpoint. 

~. PAUL: That is the borrowing program. 

MR. GASTON : That is the fiscal program. 

H.IL . JR: But, I say that is my problem. 

MR. \\'!liTE : It is not the inflation probl em. 

L!R. GASTON: But you are addressing yourself to 
the s tate of mind of the Pr esident that he wants 
neasures to combat inflation. Now, I think--
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MR. BELL: That is all right, your rationing 
would be in there. 
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UR. GASTON : Bearing on that plan, all that you 
have in your program is the sucgestion that you will 
very considerably incr ease by some five billions a 
year, that is, the Defense Savings program. That i s a 
genuine item toward combating inflation . I thin.k we 
have to say whether or not ne consider that sufficient 
VIe are proposing - we are discussing something in • 
addi tion to that which is a limitation on over-all 
expenditure by individuals. 

IJR. GrtAVES: Well, that is included in the Secretary• s 
table. 

rR. GASTON: That would have to take--

IJR. GRAVES : He has his three column table. 

Lffi . CURRIE : That would mean more taxes . 

1ffi. GASTON : We have to say whether or not we think 
that is sufficient t o meet the inflation problem. How 
serious do we think the· inflation is? Is the peril much 
more serious than it bas been? Do we need something 
drastic to meet it? Do ne think that those two things, 
stepping up Defense Savings plus- -

!.!R. G.t\VES : Rationing. 

!JR. GASTON : Plus an expenditure rationing program 
are adequate to meet it . And I think if we believe that, 
then v1e should say that, and I also think we ~hould 
discuss sales taxes and wage freezing , to which I think 
we are all very strongly opposed . 

MR. PAUL: I agree with you, Herbert . I. think we 
have got to face that issue of whether the tb1ngs that 
we do to get thirty-nine on the borrowing, and the 
things that we do to get twenty-seven in th~ taxes--
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MR. HAAS : Wel l, i t is a moving thin£ 
decide and say that is enough, It it ianTt 
you put some more on, 

You can ' t 
enough, 

MR. GASTON : Is it enough for the President? 

H.M. JR: Wait·aminut ~ Herbert , what we are say­
ing, we have got three tables there, three columns. 
You have got column one as it is today. Column two 
following the plan of Henderson, what he seems to have 
in mind as far as rationing is concerned. Column three 
is what I call the White SJ~estion . Now, I am open 
to column four, five , and s1x, but each one of those 
things that you do affects bow much money we can borrow. 

UR. CURRIE : Are you going to take any positive 
recommendation on whether you should have more of this 
and that and the other thing, more taxes or more borrow­
ing, etc? 

H. LI . JR: A f ellow has got to be practical, end I 
got the impression f rom the President, I think be agreed 
with me this morni ng, that he isn ' t going to ask f or any 
more taxes than he has in the present tax bill . That is 
the impression he left with me. 

UR. PAUL : That is very important. 

H.M. JR: Well, that is the impression. He did, 
on t he other hand, say that if we coUld get soce oo;e 
through excise taxes - be did sort of l eave that thing 
open, you see, but I got the definite f eeling when I 
l eft there that this was about all we could swallow at 
this time, and I got nothing from him--

MR. PAUL: That, I want to emphasize the importance 
of, Mr . Morgenthau, because they are going to go after 
us, and they are going to go after the President on the 
point that the t ime factor is important . 

MR. CURRIE : They want five billion more . 

H.Y. JR: Well, five billion more through the 
savin&s . We can pick up five billion there. 
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JJR. GAST01~ : I think your financing table is good 
but I think the financing table is the footnote . The , 
discussion of a program to meet the inflation situation 
is the main substance of v1hat you have, whether you 
propose anything new or not, whether the situation is 
such that you must propose a dras t ic new program, and 
what is t hat program teat you propose, and I think the 
table of financing i s incidental to that , 

H.l.I . JR: Well , I don't - well , the table of finan­
cing de~ends upon - I mean, how much we can get through 
7iar SaVlngs Bonds depends upon nhat kind of rationing 
you have and oow much the peoDle are permitted to spend . 
I mean, certainly as it is toaay they can :pend almost 
as cuch today as t hey coUld three months ago. 

UR. CURaiE: This group, Mr. Secretary, i~ going to 
take the position that the savings campaign has been 
pretty much a flop as far as col lecting money from the 
wage earners and others are concerned, that the bulk of 
the subscriptions have been on the part of the wealthy 
people , so you have had no net gain as far as inflation 
is concerned. 

MR. BELL : The money is coming out of savings i nstead 
of current earnings? 

l.!R. CURRIE: Yes . 

H .~ . JR : Well , they are ~rong . 

!D. \'ol!ITE : Well, not wholly wrong, because the 
proportion of bonds that ew e in amounts of le~s than a 
hundred is - I don ' t know exactly, I think it 1s around 
forty percent. 

MR. GRAVES: Well, ·I think that through February the 
sales "E" Bond, in denominations of a hundred and less 
wore ~bout nine hundred million . 

UR. \';JUTE: For January and February? 
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UR. GRAVES: No, from May thro~h February slightl ~ess than half of th~ total of the "E" Bond sal~s are y 
1n the low denomirAtlons . 

MR. WHITE: And then a portion of those belong in 
the upper group so--

l1t. GRAVES: Don ' t say that , Harry because there 
is a proportion of the higher denomination~ also that 
represents savings of current income. ' 

t!R. GASTON : What are your retail sales? 

!.!R. \illiTE: Your new plan will tap tnat source if 
it I'IOrks . 

H.l!. JR: If it is successful, it is good for-­

MR. PAUL: But they are going tQ insist on the 
fact that we can't wait , we can't wait until July or 
August . 

H.1!. JR: Now look, let's just go back ovsr history 
a minute . As I told the President this mornint, September, 
October, .Gilbert .was rip snorting that inflation was just 
on us, and he sold it to Henderson, and I rushed up on the 
H1ll and asked for a fifteen percent withholding tax, and 
the only person in the whole group of t ni rty who didn't 
agree witn him was Currie. 

!.!R. PAul.: And Randolph Paul. 

H.!J. JR: Well, I don ' t remember your record. If 
you say so, all right ; but I don ' t remember i t. I do 
remember Currie saying it . Vlell anyway, then we g? ';IP 
and get turned down. Then Henderson takes the pos1t1on 
we are going to have deflation through January, February, 
and !~arch through 'the conversion . Is that ri~;ht , so far? 
Now, he c~mes along and t hey are all excited again. Well, 
they can 't be always right and always wrong . I mean, 
there is a happy medium. I have been consistent--
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MR. CURRIE: The answer they make to that Mr 
Secretary! is that the program has been stepped up· 
greatly s nee r1e talked with them in the fall . 

IU.tJR: . 'ilell! there is something t~1·ry about, 
and I am r.orrted llke hell , but just beca~ we are 
worried--

MR. WliiTE: It is not a matter of days . 

H.U. JR: The thing that bothers me is this Lauch 
the President said in t hree weeks and in that three we;ks 
r.e can give him something and certainly we can say in 
the ro01:1 we don't want the President at this time - I 
won't say his influence with Congress is at the lowest 
ebb, but.lt isn't what it used to be. That is a fair 
statement, isn ' t it? 

t!lt . CUttRIE : That is right . 

11.1.~ . JR : And whatever he does now, he ought to be 
able to propose saoethi ng which will be successful as 
far as Congress is concerned. So you can ' t just sty 
inflation is here . I got excited and went up and did 
everything humanly possible to get a fifteen percent 
withholding tax. I couldn't even get a hearing. Nor., 
I don't want the President, and I ao sure you don ' t , 
to send something up there r.hich is licked before it 
starts . Now, these people who seem to have very little 
legislative experience or political sense - and as I 
told t he President, nere is another thing, talking 
straight politics . The Republicans ~eem to be lined.up 
a hundred percent for a sales tax. We should be e.ge.1ns t 
it to give us a gooa issue next fal l , and God knows we 
need an issue next fall , don ' t we? 

MR. CURRIE : That is right . 

H.L!.JR: If we don ' t have any victories in the 
mill tary field, we certainly need a couple of political 
issues, don ' t we, and I don ' t know of a better one than 
the snles tax . 
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MR. PAUL: And from the standpoint of political 
issues, while I have been tho other way on certain 
occasionsi the opposition to reducing exemptions is 
a good po itical thing. I have bean on tho other 
side of that , but I am bound to say that that is a 
good political thing . 

MR. CURRIE : The t ime may come when you will have 
to concede that to buy off the sal es tax. 

MR. SULLIVhft : I don't think you will buy off 
sales tax with that, Lauch. 

J.!R . CURRIE: J.laybe not. The point I made with 
these people yesterday is that for us to propose a 
sales tax at this time wouldn't mean a net gain. It 
would mean a loss of other revenue. They would just 
take it from the inc~e tax. 

1m. SULLIVAN : That is right. 1'/e tried to tell 
thac that this noon, Lauch, and we didn't make any 
impression on them . 
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Lffi. CURRIE: I talked to Eccles late this afternoon, 
and he says he has persuaded them that it is politically 
inexpedient . 

UR. BELL: This afternoon? 

!.!R. CURRIE: This e.fternoon . Ranson told ee he 
was nith them, end I checked and he said he was against 
it. 

H.U. JR: Eccles has been in consultation with them? 

MR. CURKIE: Yes, since lunch. 

1m. GASTON : Where is he on wage freezing, Lauch, 
do you know? 

!JR. CURRIE : Marriner? 
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MR. GASTON : Yes . 

L!R. CURRIE : He wants wage fr eezillg. 

MR. GASTON: Does he want to freez e all incomes, 
from top to bottom? 

L!R. WHITE: Labor is one of his blind spots . 

L!R. Clffl.UE : I can run over his program, if you 
are interested. He wants to lower the exemptions 
to five hundred e.nd a thousand. He r1ants r;age and 
price freezin~ over forty cents an hour. He nants his 
norcal tax ra1sed no nigher on co:porate taxes -
norcal corporate taxes raised no hicher than forty percent, 
but he nants to lower the average earnings basis t o sixty 
percent and six percent invested capital . He wants to 
go up from seventy-f ive to a hundred percent on excess 
profi ts , but have that difference between seventy- five 
and a hundred as forced savings to be returned after the 
war some time, and he wants the fiv e percent universal 
saving above these exemptions . That is his program, 

MR. GASTON : Universal saving means cocpul sory 
saving. 

UR, CU&~IE : That is Hansen' s name for forced 
saving. 

UR. PAUL: Lauch, I want one of those thin~s too, 
but it just can ' t be gotten. I want the reduct1on of 
the income credit , too, that he mentions there . 

H.U. JR: What do you want? 

J.!'R. PAUL : I want - we fought for a month and a 
half for one of those points . 

Affi . GASTON: Average earnings? 

UR. PAt~ : Reduction of the income credit. He 
said sixty percent . Vie fought for seventy five , 
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H.JJ. JR: Well, those are refinements which - I 
oean, we in the Treasury - I mean , I have Paul re -
resenting me on the Hill, and I can ' t live with 1~ 
every day. So far , the President seems to be satis­
fied with what we are doing. I mean everybody -
let me just ask you without getting 1nto r efinements. 
Do you feel from your study of the t hing at this time 
that tho tv;enty-seven billion doHars that we expect 
to &et from taxes is enough or not enough? 

lffi . CURRIE : That depends a. bit, Mr . Secretary 
on the degree of rationing and price control It i s' 
hard for me to answer t hat without knowing exactly 
wha t we are going to do on that . 

II .U. JR: All right. flell then, let me--

MR. CURRIE : If you have enough of those others, 
it is enough. 

H.M. JR: Then you and I are very close together 
because - l et me say the way I feel, and you tell me 
quite frankly the way you feel. I feel tha t >le have 
got to come to some kind of rationing. In the first 
place, I think it is the fair way; that is, there are 
so many tons or so many yards or whatever the coimod­
ity is, that you say to every human being, irrespective 
of incoce you can have so cucb of that . And then, if 
you do that - I mean, starting at the mill, whatever 
tho commodity is, you start at tne mill and sar so cuch 
goes to the war effort end so much goes to civ1liens; 
and you divide up the yard or tonnaGe or pounds per 
family in America, and t hat is v;hat you can have . 

Lffi . CURRIE : I think you r1ill have to coce to tnat . 

H. IJ . JR: And I brought it up three weeks ago i n 
Cabinet, and not a single person in Cabinet llould agree 
ltith me. They sat all over me. I brought up the 
question I sent the President a memorandum on what the 
Canadian; had done and what had happened since Decemoer l, 
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and how their prices had dropped and ours had gono 
up . So if you were.with me. on some form, I don ' t ~~ow 
how it is • but begmning 1n th the factory door,· you 
say so much goes t o t he war effort and so much to the 
civilians , and then divide it up on a family basis, 
something on that order, which we haven't done and 
I think that the Henderson crowd have been very, very 
slow in getting underway. Now, if you do sometning 
like that, then it seems to me t hat in the first place 
roe could get a great deal more money by borrowing it . 
I have told Congress that I would like to have until 
the first of July to try to do it on tho volunteer 
besis, because I leid so much stress, and the President 
is r:lth me on this, that the I:!An who uts at ho:ue :nth 
his faoily and has to cake up his mind with his family 
that he wants to set so much aside voluntarily; and 
when he crosses that bridge , that is a great effort, and 
itisagreat accomplis~ent toward the moral effor t of 
the country, 

Now, as long as we can get him to do it voluntarily 
and cot the results, it is a wonderful thin~ . Now, I 
am simply askin" him to let me have it unt1l the first 
of July; and if

0

We can ' t do it, I will adm.it I am 
wrong. 

MR. CURRIE : What you are proposing is a two r.e.y 
thing, it is voluntary on the one hand, but we shut off 
enough avenues of spending on the other - it is alcost 
compulsory. 

l!R. BEU.: I/ ell, it is voluntary investment . It 
isn ' t a voluntary saving, because he hasn ' t got any 
place to save bls money. 

H.l!. JR: But to ask us to get the volunteer savings 
and to have free spending, so to speak, it makes our job 
very much more difficul t , Now, t o go up - to be just 
poli tical and go up on the Hill i n the temper that l.lr . 
Daughton is in and at t empt to get one penny above .the 
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over-all of the nine billion dollars, it is just out 
of the question. 

WL PAUL: Welli there is one thing of course 
we cou.ld do . We cou d get behind the So~ial Securi ty 
more. 

J.!R . CURRIE : It seens to me that is very important . 

H.:!. . JR: You are right . I am not arguing about 
that . 

!.:R. CURRIE: That needs more support than Mytllig 
else in the program. 

H.!.I. JR: I am perfectly willing to do that . Nor. 
let me come back to you. If you say you are not pre­
pared to ll.llsl1er, that is all right , but where do you 
and I differ , where am I wrong from your standpoint? 

MR. CURRIE : I don 't think you are wrong . 

H.:.:. JR: Well, vrnere would you, without getting 
into these very technical questions of the tax bill, 
where do you think I should change my position? 

UR. CURRIE : I think the point may cone, ~. 
Secretary, where you ~ight have to be gracefully beaten . 
1 think this pressure for sales tax is so strong that 
that may be the only r.ay in which you can buy it off. 

H .~ . JR : Let's say you are right on that . I think 
it rtas rtrong, and I think it is r.rong now, but unfor­
tunately we can 't get before the first of l.!ay any 1942 
figures as to the spending ana saving habits of tne 
Alllerican family . The7 are not available . \'iha t are the 
latest ones , George? 

MR. HAA~ : There are some estimates for 1941. 
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H.M. JR: No, but I mean actual. 

MR. HAAS : Oh, actual? I guess it is • 36 . The 
Resources Committee had tha t figure. 

H.t!.JR: N ()!:~are pressing for that . 

MR. HAAS : That is mostly estimates . 
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H.U. JR: I would like to see those f igures· and 
when I see ~nat the buying and savings habits are; then 
I will know, but there is notning, and everything goes 
back to that ' 36 fi~e . But that again - look, that 
isn ' t going to - again, there is an anful lot of politics 
in the tning, and again the corale of the country . !:.:;{ 
position is thi s. Just as long as there is a billion 
dollars worth of loopholes, I will f ight to the last 
di tch a~ainst lowering the taxes on a seven hundred fifty 
dollar rellon who already is paying a hundred and thirty­
nine dollars worth of taxes out of the seven hundred 
fifty , and just as long as these selfish so-and- so's 
will stand there and refuse to give on a billion dollars 
of loopholes , then I am going to fight for t he seven­
htmdred-fifty-dollar f ellow . 

~R . CURRIE : That is right that is the correct 
policy, and I am not proposing that you should pr?pose 
reducing the ex&mptions . I say you may have to y1eld 
to that to avoid sometning else 

H .~ . JR : 9ut in your presentation to the.Pres~de~t 
tCl:!lorroiT niJ<ht do ;rou think rre snould tell him t:ns ls 
preliminary7 ' 

MR. CUitRIE : I agree thoroughly r1ith it, bec~use 
I aon ' t think you can stop these runs on commodit1es by 
cutting dol'lll tne purchasing tlower of the people. T~ey 
will use their savings and other things . These ver1ous 
runs as the rumors of shortages get around, they are 
nol coming out of current income . 

1~. BELL : They are not rumors, they are announce­
cents . 
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L!R. CURRIE : They keep throwing it at this, and 
then at that . 
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lffi . PAUL : Listen to - I don ' t want to have you 
forco t to listen to Swin~ tomorrow night or Sunday night . 
He is goin& to blast agnnst the sales tax . \'/e are 
giving him e. lot of dope in the oorning. 

ll .1L JR: Then where ne stand tonight, as I get it, 
r.e think there should be some very over-all rationing 
of consumers ' goods, e.nd that that could be done very 
rapidly. Now, there is nothing in the norld - let's 
say that we get the pr esent tax bill through by the 
flr~t of July. There is - and you have rationinG at 
once . There is nothing to keep the President right 
after election from asking for something else . 

L:R. CURRIE : You incl ude with rationing, price 
f reezing too? 

H.IJ . JR: Oh yes, but not on wages . 

UR. CURRIE: Yes . 

H.M. JR: I was amazed at Cabinet to hear Frank 
Knox say that if you freeze prices you don ' t have to 
worry about labor . I was amazed to hear him say that. 

:.:R. GAS'l"Oll : It is just exaclly what I was talking 
about tr~s afternoon . 

L:R. I'.'HI'i'E : I think it is well to remet;Jbe r ~nat 
what they claim to be the great urgency spr1n~s "rom 
something that you can - thst can easily be dlsposed 
of . There may be an urgency in terms of months, that 
you are going into this second hsU of the year, but 
the urgency that they are talking about ~hat sets a 
da te of a l'leek, two weeks, three r.ceks, lS the labor. 
J:tatter, not tho general rise in wages, because that 1s 
what they said. 

lffi . CUkRIE : Little steel . 
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v.R. WHITE : Little steel cases and--

H.M. JR: Barry, I am ~lad to hear you say this 
because I think beneath th1s all there is something' 
kind of sini ster. 

240 

L:?.. WHITE : They admitted that , and I pushed them 
on that , and that is what they said, ~thy they want a 
decision on this before t he little steel decisi on, 

~R . PAUL: The r eason they are for a sales tax i s 
because the sales tax is going to be passed so it 
should be an Adcinistration sales tax . ' 

J.!R. CURRIE: That is right . 

H.M.JR: I am willing to say this publicly or 
privately, that to control the cost of living within 
reasonable bounds, I am willing to t rust labor as to 
what they do , because they have behaved so much better 
than business tha t there is just no comparison. 

1ffi. CURRIE : That is right . 

J.!R . '.'IlliTE : And there already are arbitrators 
on wages on small and the \"lar Leber Board on the large. 

!.:R. GASTON : All they would get out of their r;age 
freezing would be bad morale. I was saying tnis after­
noon, wnen they ~ake the adjustments necessary, they 
have snot it so full of holes that they haven't got anything 
better than we have now wi tb a price control over \~ages 
plus the War Labor Board and wage mediation . They haven't 
got anytning the t can ' t be handled through those la bor 
adjustment methods except a t erribly bad morale, a slap 
in the face at labor. That is all they have got out of 
i t . 

!.!R. WHI'I'E: I liked your other statement too, when 
you said "If you freeze labor, why freez e tne income 
of a wag~ earner when you don ' t freeze the income of the 
professional can , the bond- holder , the business man, or 
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any other element in society, just the '1age earner?" 

1ffi. GASTON : You talk about treating labor as a 
comoodity which we have howled about for many years 
That would be treating labor as a commodity, if you 
say that day- laborer ' s wages, a mechanic 's wages, 
are to be frozen along with prices, but you don ' t 
touch professional income, you don ' t touch profits, 
you don 't - in other words, if you are going to 
ration inco~e of the worker, then to be honest and 
consistent and equitable, you have got to go all 
dorm the line and ration everybody' s i ncCIIIe. 

MR. PALL : They admit that , Herbert , about cor­
porate profits . 

!.m. WHITE: Only above a certain amount . 

UR. GASTON: Yes, a little nick at one end and 
then the blanket at the other . 

!!. !.: . JR: Couldn ' t some of us fe.ce the band to:uorrow 
at nine fifteen and then some of us be outside writing 
and drafting for the President . 

~. PAuL : I think tha t is an excellent iddeaf . . ~t 
1-.ould suggest that you devide thia up and have e 1m e 
people nssi&ned to the various parts, and then put it 
together in the afternoon . 

H.M. JR: Because, you see, I hope to leave b;r four 
o'clock tomorrow afternoon 
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MR. WHITE: Is that nine-fi ft een in the morning, 
did you aay? 

H. ~! . JR: Yes . 

MR. GASTON : Vfuat is the band tomorrow? 

Jl , tt • .ffi: liarold Smith and hia piece . 

MR. PAulL: Harold is co~in~ over and they asked me 
haw manY to bring and I said br1ng as many as they wanted 
we d idn' t care . • ' 

H.!.!. Jli : Can ' t we divide this up so someone will 
be drafting for me? 

L~ . GASTON : It has got to be. 

t4h. IIAAS : At fou r o 'clock, Mr. Secretary? 

H.M. JR: !Hne-fifteen. I want to leave at four. 

IJJt. VffiiTE : You mean this has go t to be done tomorrow 
morning at nine-fifteen? 

L!H. 
people. 
Graves. 

PAUL: 1 would suggest that we have two or three 
You have already assigned one part to Harold 
If we could spare Roy in the conference--

H .~ . JR : I think we should spare Roy. 

&'Jt. BLOUGH: Then we could have hoy and TODl!llY do 
that tax part. 

H.M. JR: And I would like herbert 
these people, Would you be wtlling to 
draft ing, Herbert? 

MR . GASTON : Oh, yes, aure. 

to sit in r.i th 
do that on the 

MR. PAUL: Harry \'.bite can do the labor part . 

UR. WHITE: Yes there isn't anything- you are not 
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going to mention labor, are you? 

MR. PAUL: now about the rationing:-

MR. ~~ITE : I wi ll have a paragraph. You can in­
clude it or not. 
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H.IL Ji\ : I think you had better be there tomorrow 
but I want n~:bert.to get in this philoaphy about labo~. 
He has got th1s th1ng pretty well. 

MR. BELL: George, you nave got somebody that can 
be working on the tables . 

~. HAAS: Oh sure, I will start that tonight. 

H.~'.Jrt : but won't you be there to explain it? 
Can you {Bell) explain the table the n y i t is? 

Ml\. BELL: You mean the gap? 

ll.M.JR: Yes. 

MR. BELl.: Do you want to go into that? 

tm. HAAS : He wants the so•1 rces of funds , on the 
habit pattern . 

H .~.Jk : Can you take that? 

Mk. BELL: George or I can take it , either one. 
Lindow and ~rurphy can work on the other end of it 
while he is there, but I can explain that table. 

H. J.I . J.h: I will t ell you what we will do. Do you 
wan t to get t he flavor of this fi rst, Herbert, or would 
you rather do i t ~ithout getting a bad flavor? 

Mk. GASTON : Oh, I think I know their flavor. What 
they said this noon--{Laughter) I didn ' t describe the 
fl avor, Lauch. lt is the same stuff that I read. 
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H .M. ~R: Then. I thin.k, Herbert, if you could gi ve 
us this k1nd of ph1losophy on this thing why we don't 
want to do it for the President, and the~ if Blough 
could get in on. this t hing and Harold, you could do the 
Defense Jtond th1ng. 

'le 
Mh. GR,\VIiS: Yes .• 

H.M. JR: Lauch , do you want to work wi th these boys 
or do you want to be in at the meeting? 

~\R. CUIUUE : I would rather duck the meeting if 
I could, Wr . Secretary, but if you would like to have 
~e there , I am perfectly prepared to be there . Is it 
your id ea that we t ry to reach any agreement tomorrow 
~orning or just listen t o them? 

H. :A. Jk: v:ell, I thought I would take the positive 
position and rresent our plan. \ihy do,n ' t you be there in 
the beginning an~ then if it gets - you see we are getting 
noVIhere , you could 'lOrt of just slip out and go down 
to Herbert Gaston ' s room or koy Blough' s and see how they 
are getting along. 

:.!.!<. CUrtki E: Fine. 

H •. L Jk: Dut ·you be there when - I mean, the weight 
of your opinion, what you stand for , you see, and ~hen 
after it gets boring and you see they are n?t g~tt1ng 
an~here you could sli~ out . ~bat I am h~p1ng 1s -
T. V. Soong ' s coming 1n at two-thi rty. ne asked to 
see me. So I would say by a quarter of three . 

~. GASTON : You want a document? 

H.lot .JR: Well, by a quarter of three I want a 
document . ~h~t do you think, Dan, of the outline on that? 

Mk. BELL: That is al l right . 1bat morning.con­
ferenoe shouldn' t really last very long, should 1t? 

Mk. PAUL: Do you want me to come to the conference ? 
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H.t.l . JR: Very much, yes . \leU, I can't give an 
answer tonight or tomorrow night to the President 
whether the plan that we are talking about here will 
or will not combat inflation, but 1 can say to him 
in fairly strong language that - an' this l feel very 
very strongly - that if we - that i f he will give us ' 
mo re or less complete rationing, then I will promise 
to give him twelve billion dollars worth of Defense 
Bonds . night , Harold? 

l.Q(, Gh.AVES: Yes. 

H.M.JR: And that that certainly - and with a 
twenty-seven billion dollar t ax bill and two bi llion 
dollars wor th of Soci al Security, which I am willing 
to get behind forcefully--

!.'.lL V:HITE: \'oell, have that in. 

H.M. JR: Yes . Get behind the Social Securi ty 
thing forc efully. I would say that that ought to 
hold the fort until after election. 

Mh . V.HITE : '.lha t is right. 

!.lh. CtThRIE: That is right . 

l'.k . BELL: If you have complete ra tioning I should 
th \~k you could do more than twelve billion dollars . 

loll! . llUS : I think we :Dight boost that a little, 
w,r, .>ecretary . 

h . ~ . Jk : Look at Harold. (Lau~hter ) 

Jeorge, put the screws on him. 

MK. HAAS: Yes , it has to be higher than that . 

1ffi, VffiiTE: Anybody could get twel ve billion with 
rationing . 

H. J.! . JR: George, put a figure in and T>e will show 
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it to him after i t has gone over to the President. 

~~. BELL: Show it to him after the week end. 
Give h1m a good week end. 
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:m. 1:'.HITE : They wi ll sa~ it takes eighteen months 
to put a pl an of complete rat1oning in . I don ' t a~ree 
with them, but that 1s what they will say. o 

H.!!. Jlt: ¥!hat I would say is get some new ration­
i sts. 

l.!R. BLOUGH: They say it will take fro:l! one to 
t~o hundred thousand people to police i t . 

ll . I.I . Jlt: 'hell, l ook, just to show you f or instance 
on that basis, I don't know how many people Jim Landis has 
regis tered that want t o do a j ob, but he has got a tre­
cendous number. lie have in Pennsylvania where we are 
trying out a voluntary pledge campaign, we have got a 
hundred and hlenty thousand people volunteer ing to go 
to work in one state to sign up the people on the pledge 
canTaiLn. Jim Landis could give them a million people 
who woula volunteer. 

MR. PAUL: 1\e need all of them to administer the 
sales tax. 

H .~. JH: Just let me philosophy, and be a l itt le 
bi t old-manish and go back to 1932 . There was a fellow 
that Cllr'e here frol!l l.:ontana. ..ilson? 

r.:F. . GAS'ro!l : Yes, M .• L.\',11aon. 

H.!.t. JR: \'lhat ;:ave I~.L. Wilson his fame and sold 
him to Henry Wallace was the fact that in one county 
in the state of ~ontana they had a voluntary crop 
adjustment plan, and if you didn ' t live up to it 
they posted in the post office what you did or didn:t 
do , and each neighbor watched each other and the .th1ng 
VIOrked beautifully, and that was what put 1!.L. W1lson 
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on the map. 

Mh. HAAS: That is the way the Canadi ans do this 
thing . 

H.M.JR: And they did the thing enti rely on a 
voluntary basis . That was in '32. Do any of you 
remember? 

Mk. CUkRIE : No, I don't remember. 
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P. . '!. Jk: You were all children then. ·But they di d 
it by each fellow watching t he other and the thing worked 
beaut i fully . l:o you remember it, Herbert? 

!.j{ , GASTON : Yes. 

H.!!.. JR: The thing can be done if you don't have a 
lot of f alse starts like Harold I ckes and get everybody 
all worked up over gasoline and then you heve enough 
~as and then Harold has to go out ana sink the tankers 
1n order tc make good. {facet iously ) 

lffi . \'lhl'::l::: I will watch !larold. 

H. ti . Jk: And now harry l'•hl t e tells me r.e are going 
to have enough sugar, but they get everybody excited with 
su~ar. 1 am not afraid of the peopl e i n the courtry not 
do tng the voluntary police work. 

!Alt. YdliTE: You might well need h enty-fi ve thousand . 

~m . HAAS : ~t would be worth i t even if you do . 

~·R . whiTE : I say af te r all your alternatives to 
thi s - they are going in for ra tioning anyhow, ~tr . 
Secretary, and they will have to zo from commod1ty to 
commodlty. 

H.I/. . Jk: harry, when " was here in ' 3~ and ' 34,v;e . 
hnd bootle-cing and I made the stat ement , If I can t l 1ck 
bootlegging l will go home ." They just never had gone after 
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the big f ellows and it was a question of watching and 
so forth and so on,and we did control bootlegging and 
we did stop . it, and we got ao far we even helped the 
Canadian Government on the thing. It can be done. 
~.l r . Hoover couldn ' t do it because he went after the 
hillbillies and l et the big racketeers go. ~e went after 
the racketeers and let the hillbillies go, but i t can 
be done . 

lffi , \.HITE : Afld the alternatives &re bad . l mean, 
we are dealing with bgd alternati ves in any case. 

H. ' • JR: . You can lick bootle~;&ing and you can do 
the rationing. The only thing 1 agreed with Harold 
.hith w11s, he said, "The troufle with henderson's office, 
there is nobody that is an orera tor over there. " 

l.lk. \,HI'f E: Harold .Smith should speak. he has 
go t operators~ (Laughter) 

H, M. JR: I hear reports that llarry l'lbi te got a little 
excited at one or two of these meetings . 

!l.l{. GASTOH: 1 think one mistake these fellows make 
is that they don't try to use the existing machinery 
of the Jovernment. I don 't know rthether you--

L!h. PAUL: !hey don't know anythin& about it, iierbert . 

UR. V.lllTE: I agree with tha t . 

Ah. r.AST(nl : As an example , there is this sugar con­
trol thing. They are proposi~g to build up an enormous 
policing machine on su-ar rat1oning. They borro~ed 
Bennett, the superintendent of prisons , to organ1ze an 
Investigative and police force . 

Now, I know that , 1-:r. Secrehry, you have ,been 
orposed to our going out into fields that dor. t 
belon to us, but we have had sugar - the a~cohol tax 
uni t gas been policing sugar for the last e1ght year~ 

, 
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&nd they know all about the sugar industry. That alcohol 
tax unit could take that sugar thing and handle the field 
end of i t pract i cally without any addit ional help or 
with very little. 

~!. VIHI'J'E: · .. el ::. , 1 think it is t;enerally t rue of the 
wAr effort that they have not used--

llh. GAS TO If : 
~~chine t o handle 
uarold': 

Everybody wants to build a new big 
every project he has got. Ao I right, 

That i s right. 

• 
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A liAR PIIOCHIAX to PREYEII! IIIFL4!IOII 

• •rr or Prop!! 

Ill41oah olaarlr that 1.n the abean .. or bol4 

aeaallftl all. aloq \he lllle, rap14 lntlaUonarr 
pr1ol r1111 ar1 bound 1:o ooour, 'fh11 oonolulion 11 
eaphaliae4 b7 lA Ill billion inoreaee ln eeti .. te4 

bu4clt expen4UIU'Ie t or tlloal 1943, !he llhaUon 
require I a broa4 1oal1 oo~~pn' 5 'lin propoaa. 

251 

I• 

" 

1. rreea1 prioe oeil1n1• at ourrent l•••l• 
w1th proYiliOill tor Deoeaaarr aubaequent allgnaeDte, 

In4ioate olearlr that prioe oeil1nc• O&DDOt be 
IUOOIIItullJ poliOI4 OYir lA 1Xtln414 plrlol Unllll 

puroha1in1 power ia areatl7 our1:&1le4, 

2, Do not treeae wace1, It il not neoeeearr 
it prio11 are troaen, It anr 1tateoent or labor 

polloJ 11 Deoeeaarr, \be oaxl&uo .tate .. nt ehoul4 

be ( a ) that "&II llnle, exoept wacu under 4o oeDh 
an hour, ehoul4 not be raiae4 4ur1Dg the war , (b) that 

equali&iDg adJu1taent1 oar be oa4e aooDg wag•• i n 
Y&rloua iD4ultrlll, pl&nh &n4 reglone, an4 (o) that 

1t, 4eapi te the pr1oe -..uq, the oo1t or ballo 
Deoee1itie1 ot l1te 1hould r1•• beron4 the ourrent 

lnel, higher wapa Olght ba granted t o oeet tnla 

lnoreaH. 

3• Pa11 the bx bill now before Coftlrlll 
qu1okl7 iD 1ta pre1ent foro. 

~. ID4ioah olearlr that &441t1onal tleoal 

oea1urea beroD4 the preeent tax bill will be n~o•••arr 

beoau1e or the exoeu or ooD.-r puroha11n1 power 
our aY&llable coo41, Beo-n4 that u •oon u the 

pr .. ent tax bill ie out or thl war Coftlrl•• tau up 
the probleo ot Featl7 red.uoiDC 1uoh purohali ng power 
throucb a procru or ceneral roUoDiDC or or ooopul •orr 

laYiJlC reaehiDg all bvt t he Ul'J lOYIIt inoooe groupe, 

n lhoul4 ba aeDUoned. that \Ill oasn1 tu4• or euoh 

I&YiDI woul4 appear to ba a 01Diauo or 15 bllllon a 

71ar at \hi bllianlDio 

-
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5· In41oa'e olearl7 t ha' i t r ationi ng of 
purobaainl power il feaaibl e, oo~uleor, eaTing 
will not be neoeaaarr. Rat ioning aa7 t hue 
enoraou1l7 eiaplif7 the problea, inoluding the 
eU ainaUon of t he neoe111t7 ot i .. ediat e aoU on 
oomplioatina t he pendina t ax bill. Rat i oning aa7 
be poaaible without legi al at1Te aot1on under t he 
Seoond War Powere Bill . 

6. A T&r1et7 of other oontroll ahould alao 
be pu' 1nto operation or at r enat hened, i .noluding 
control• of 1nat~nt credit , banlt ora41t, 
inTent or7 aoouaulat1on, bua1neaa oap1tal expana1on, 
and raaidential bu1l41nc. 
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APR 21942 

Bub;eot : Oper a tion or Payroll Savings Plana i n 10 000 
Companies in Februar y. ' 

1. I am a t taching to thi s memora nduo t~o tables 
sLowing the operat i on or payroll savings 'Olans duri ng 
t'e'Cruary. !/ Table I su:n-"'IS.l'itea t he operation of the 
"llan in the 10, 000 companies wh1ch have responded to 
·;our conthly l etter during the past three weel<s . 
' eble I I cont ai ns mor e detailed infor--ction rcr each 
or the ~ lergeet compani es i ncluded in Table I . In 
~h1s second table the companies are r anked i n t he order. 
~r the average amount or pay deducted from t he ecployeea ' 
!l'.le.ry. 

2. The 10 , 000 companies incl uded in Table I employed 
,,,ore than 6. g mill ion pe r sons in Februnry or about llo 
percent of t he to t al number of pereons (17 mill i ons ) ex­
noaed to ~ayroll saving$ pl ans during that month , Approx­
imately 46 percent o f the 6.g million persons exposed, 
it la repor ted, were activel y prrtlcipating in payroll 
sa vings plane; t hat i s , 3. 2 mi llion persons had act ual ly 
authori zed t heir compani es to deduct designa t ed amounts 
fro::. t heir pay t o b e accUJ:Iule.ted tor the pur chase of 
savings bonds. 

3. The average amount deducted from tho pay of tr~ 
; .2 ::.i llion persons particlpatinc i n payroll savings 
~lana i n February was $7.69 or ap~roxioately 4 . ~ percent 
or the average monthly pay. Thia monthlY deduction would 
J~at tall shor t of ner m1 t ting each emplo7ee to purchase 
five ; 25 bonds a year . I f on the averaae every one ot 
the 4g mi lli on per sons i n t he country who w111 have •o~e 
cash income this yea r ( including sol diers and rar~ers ) 

~so o.r e tinal tables for P'ebr uary. Preliminary 
f igures which d iffered onl y i n a minor way r rom thos e 
i n t he attached t abl es have been f;iven you orally in 
/OUr Of f ice from time tO time during thO pas t tWO 
weeke by Mr. 1 i ckton • 

• . ' 
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purchased five $25 bonds , total sales would amount to 
only $4. 5 billions. 
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4. The 40 companies shown ln Table II each empl oyed 
20

1
0o0 or more per sons in Februa ry. Forty percent of t he 

persons em~loyed in these companies were participating ln 
payroll savings pl ans and the average amoun t deduc ted 
!rom their pay 1n February was $9. 31 or 5. 2 percent . This 
ri_~e is somewhat higher than t he averaze obtaining in the 
10,000 cOl:l;>anies t aken together, end 18 accounted for 1n 
"•rt by the better- than- everege ~erformAnoe or such ool:l?anies 
•s the Texas Co~any (64 ~ercen~ of the eaolo;ees ~art1cioat-
1r..; • t $16. 6g each) ; Chrysler Corooratlon l7S percent a t • 
~11 . 2}) ; Yo·~getown Sheet and Tube CoQOany (75 oercent at 
vl! . l3) ; and General Electric Company t e4 percent at $10 . 93). 

5. The figures ~,peering in t~e rore~olns 9aragra9hs 
covtr only those compani ec that ac t ually made reports d i rectly 
to the Treasury on the operat i on of their plans 1n Febr uary. 
Th~y exclude a large number of companies that have not as 
Y<'t report eel sales dat e for that month to us . I1; 1s our 
ooinion however , that the eovere~e of t he tables 1s wide 
enou~h t o permit the data t o be entirely r epresent ative 
or the nation- wi de oper e tlcn of the payroll savings plan 
<lurln~ Februc.ry. 

Attncil.aenta 
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• Alsregat• • Jfuaber 
• or nwtlier 

51'' ot ooapa111 or lOOIIJ)AI'lltl: tllplo7ttt 
~reporuqi u:poae4 

trl'l4.tr 100 uplor .. • , ,&11 165,9l>ll 

100- '99 tiiPlOJU I • • )17 1,002,026 

500 - "'Uip107 .. t 1,070 7ll3, 212 

1,ooo - •.m •:z;~lo''" 82) 1,6o7,390 

5,000 • 9,999 tllplOJU t 99 6&1,8615 

10,~ ·l9,m t ll;i)l.oJ•• • .. 565. ~7 

20,000 an4 OYtr --..!2 2.DYi .;26 

to\~l - All ooapanlet 10.000 6.nz.ul 

Orner or ~bt hcreh.r7 or thl: tru.nr7. b tYhlcn 

1\laaa.rJ or tbt Opuat1on or P&)'roll Sa•lftlt Plau ln Pebna~r 19'2 

( At Npo.rt &d. to the 'f'rtat\11"7 b7 10, 000 oo~a.nl .. parUolpaUng ln 
the plu 11'1 that .onth) 

~R:~·!~ • i 
I Ptreel'lt&«t ; ~Jt'' Afl£'"'" ftrotnt~ 

••iloJttt 
... 1 unt 

lot e!?JloY•- or 
, ...,, o lpauna : par lcl- : or or o&IP':J•" tU!Plo7tU t!.-ouont 

lD P&TI'Oll i pat1ft6 ! u;po.e4 fro• P&1 4el!ota4 
taY1qa pla.nt 

• 
116, 7"2 70 •• • 2),045.099 • 4:7,,16 ) . 6 

559.1)7 ss.a 1)4,576.)28 3o724,817 2.a 

)82,629 51· 1 1 ... 5)7.))) 2,56•.,ot. • · 5 

7a6 •• )& ll3.9 255. 50o,60o 5.572.557 t.t 

296.516 4). 5 115, 334,126 2,5)1,6H 2.2 

212,57" )7. 6 96 . .. 10.~ 1,511i0,a.n 1. 6 

Sli'.M} n...z J69 .zqZ.9'7 1 ."z&i, ')k loR 

J 1106 1sz:z "'·5 ll.222.!eii.22i §24 1 ,~ .26l w 

cf A.tu•rcl'l llftcl •~•U•Uc•. 

Pe:Nut~ ···:;r. J.pproalaf"' Athol Oll 
Gr &~l't.th 

aggrt\a e { .. 
·~ 0 r,or-Pt.Jl'Ol or ' oYc• 11'1& ';'f 07tta 

efi:lo7tU •:s,:o{"' part olpaunc 
p~t o lpauna b 0 t 4 .. 

FtbNU7 

• 16,»).750 5·1 • 7-09 

75.20o, 991 .. , 6. 66 

5},Jt.U,577 • .a 6.75 

u•.969,16J •.s 7.09 

50.170,)45 s.o a.~ 

)6,250,)~ .. , 1.rs 

1'-&.!94.7!5 hl .....l.l!. 

§211.§6.l!!2 i&! .t...l.&1 

Li'Ol'l }1, 1§42 

Regraded Unclassified



TABLE II 256 

Opera~ion ot Payroll Ba•inga Plano i n Comyanieo 
Employee• tor February 1942 

Coapaniea are Ranked in Order or A•erege Deductions in Fll~~l&r7 

Name ot Company 

Texas Company •.•••.• · • • • . . . • • • • • . . . • • . . . • • . . • 25,000 
lleneral r~otore Corp . . • . . . . . . . . . . . . • • • . • . • . . . • 220, 234 
Bethlehetn Ste~l Corp . & Subs1d1ar1ea. ........ 194,545 
~no S·1erry Corp . & 8ubs1d1ar1ea.......... . .. . 25,787 
c.,~•· ·l<• & Onto Lln~s... . ............... . .. 27, 693 

2oelr. Alroratt Co.... ... .... . ........ .. ..... 32 ,750 
::.r;r::•r Corp............... ...... . ... ........ li.6 ,960 
y,;r._rto·•n Sne• t & Tube Co................... 26, r;a7 
: .• e .. ·c .. lson , To•el<a & Santa Fe Railway Syet«> 48,133 

..,..o.~· r 1 Electri c Co ...... ............ ........ 127,050 

£. I . !u Pont de !lemours & Co. . . . . . . . . . . • . . . . 1>2, 410 
.•Y.ort ~:ews Sbi ..,bu1ld1n;; &: Dry Dock Co.... .. 23,963 
l1llrols Bell Tel ephone Co................... 29 ,132 
Ur\ttJ A1rcr~rt Cor p .. .. ............. ........ 35,400 
J:·eelln~ Ste~l Corp...... . ............... .... 20 , 90 

Union rac1!1c Railroad.............. . ..... . .. 49,000 
Jon•e & Lnu rhl in Steel Corp. &: Subs i d iaries .. 33, 600 
uJ'P:•t Jlo r thern Railway . , . , , , . , , , , , , , , , , • , , , , , 21, 238 
T1o Kro er Ol'ocery & Baking Co .. ............. 20 ,000 
Lo~1sv1ite & Nnenv1ll e Railroad.... .. ..... . .. 31 ,400 

i'• Yorl: Sn1pbu1ld 1nl! Corp. . . . . . . . • . . . . . . . . . . 20 ,451 
ll~ln?1e C~ntrt-1 Sye t ec...................... 35, 724 
S·l tL.or• & Ohio.......................... ... 54, 732 
·;e·ttr •• houae Eleo trlc &: !·lanutactur1ng Co..... 77,-570 
:t:.lt•• Statea Steel Corp................. ... . 297, 957 

!:•• You Tel~pnone Co.................. .... .. 39, 471 
F.oc I.l. r..- Linea ....................... ..... 21 ,000 
:.>le __ ., , !Hl vaukee , St. Paul & Pacifi c ....... ~0 , 755 
So•tr.trn Railway Systec.. .. . . . . . . . • . . .. . .. . . . 2,127 
:.,l:a,o &: llorth"eatern Line........ .. . ....... 25, 900 

.l...erlcan Woolen Co................ . ... . ...... 27 , 1!83 
::orfol~ r. Wu tern Rallway..... ............... 21,271 
Pu:!lo Service Corp. of New J ersey&: 

Subo1d1arica ...... ...... .... .. ............. 20 , 3S6 
Sofeway St oree .......... .. .... .... ........... 27 , ~&3 
New En~land Tel ephone & Telegr aph Oo... . . . . • • 20 , 55 

CQnsol l dnt ed Edi son Co. or New York.......... 32, 554 
::te•ouri Pacltic Linea .. ......... . ........... 62 ,000 
Gre•t Atlant1o and Pac i f ic Tea Co............ 1, 083 
International Shoe Co...... .... .............. 32, 242 
l<ev York , New Haven & Hartford Railroad Co •.• __ ..;2;.3;J.. . ...;5L.30~ 

Total . . • . . . . • . . . . . . . . • . . . . . . . . . . . . . . . . . . 2 , 04&, 326 

64 
30 
24 
4!! 
7 

39 
7'!. 
75 
12 
84 

~ 
27 
62 
61 

b6 

~~ 
lS 
22 

1!-S 
35 
31 

~4 
'~-9 
31 

...,g 
40 

= 

20,000 or More 

tor Ea~loyeee Participating 

188 

~!l 
197 
159 

11!9 
236 
lli5 
171! 
203 

195 
11!9 
145 

is~ 
174 
166 
11!1 
133 
1~5 

221! 
lg7 
M 
164 

205 
171 

m 
1113 

121 
171 

173 
131 
'155 

179 
190 
133 
10~ 
11! 

$ 11!1 

16. 6!! 
13. 26 
13.11 
12.64 
11. 96 

11. ! 8 
11. ;'3 
11.13 
11 .05 
10 . 93 

10. 75 
10. 50 
10.12 
10.05 
9 . 25 

8.66 
s . 64 
1!. 51 
S.32 
s .os 
1! . 02 
7.94 
7.90 
7.64 
7-23 

7.23 
7.16 
7.09 
7_ . 011 
6.76 

&.47 
6. 29 

5. 21! 
5. 23 
rqo 

4.6!! 
1!- .64 
J . !!7 
3· 7~ 3. 2 

$ 9 . 31 

Regraded Unclassified



Eatt.&ted emplo1•• participation 

!Terage .ontbl1 deduction per emp!o1•• 

A~age percentage o! P'T per emplo1•• 

I 
I_ 

, 

$7. 69 

4.8.J 
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Analyah ot l xpoaure t o Payr oll Ba•1nga Plana 
!'.arch 21 , 1942 

257 

Number 
expoaeO 

to payroll 
savings plan 

Number of Organ1tat1ona 

au6 1neoe organ1zat1ona 
(l) !'!rna wl th 5, 000 employees 

or a.ore . .... . ...... ....... . . .. . . . 
(2) :'1r::l& ~With 500 to 4, 999 employees 
(3) :'1 r.::e with 100 to 499 employees . 
(q Su'ttc t al. •••......•.•. . ....•.... 

Fir=& wi th les e t han 100 
t-;:>~oyees •...•..••••... . ..•••.•. 

(~) '!'ctsl 'bus i ness organi:r.ations .•.• 

$.lrerr-er. t d ore:anha tlons •••. . ..••. 

to t al. . ..•.•..•.• ..... ..•. .• •. 

-
461 

5 ,120 
13 .143 
l S, 724 

29 1205 
47 , 929 

• 
47 1929 

Total nu:nber 
1n the 

country 
(estimated) 

Exposed 

• 
• 
• 
• 

Pr. rt B - Summary by Nu=ber or Employees Exposed 

B"e1roe•s oreanita tiona 
(1) Plr::s wl th 5 ,000 employees 

cr mer ~ .........•••••.. . .•.. .. •. 
(C) Firms with 500 to 4, 999 e!ll?loyeea 
13) n rn• with 100 to 499 employees. 
hl Subtotal. .............. . .......• 

( ) !'ir::~s wl th l es s t han 100 
•::;:>loyeee •••.. .... .....•. . .• .• .. 

( 'I ~ 1 .c:·· l b,elnesa or e:an1zat1ons •. .. 

"'''ern:.~ntal or ganl:r.a tiona 
(') "ell 1 0 
(
-) · era overnment . .... ... .. .. . . 
2 Stnte anol local governments . .. .• 

<;. l Totel l!overnmenta l organl!.at l ona 

Ur~"~ r.d total . ........... .. ... ...... . . 

I 1 I 
•• on of Research anO Stat1at1ca. 

6, 102,7911-
6 , 904, 221 
2 1&71 1392 

17,&7!!, 407 

727 17611 
11'! , 606,171 

397,9Sl 
952 ~ 2g4 

1 1350 1265 

191956 ,1136 

S ,369 ,7115 • 
• 
• 

• 
)0, 4oo, OOO !/ 

1, 700, 000 !I 
2 , zoo ,ooo 
11 14oo 1ooo 

3111 soo 1000 !I 

A;lrll 

Percent 
ot 

total 
expoeed 

• 

97 
* • 
• 
• 

61 

2} 
12. 
Jl 
21. 

2, 19112 

"lee a~rloultural employees, military personnel, employ~es on 
or ~~. or CCC proJects, pr oprietors, flriD members, aelt- ecployed, 

~orF.ere and persona in domestic service. 
r.ot available. 
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~ 

0 

Daily chang e s 1n t he otook ot Ser1e s E s~v~nge bond e o n h&nd !f 

(In thousands o~ p1 eces) 

!larch 23 312 300 

2~ 129 300 

25 ltl6 300 

26 211 300 

27 ltll 300 

2tl 132 none-closed 

29 none-oloaed none- closed 

30 357 -
31 . lltl -

AprU 1 231 -

Ott1ce ot the Seoret ar:y ot the Treasucy, 
D1v1s1on ot Research and 8ta t1at1ce. 

stock on li&iid 
at close ot 

26,721! 

26, 1!99 

27, 013 

27, 102 

27,221 

27, 01!9 

27, 01!9 

26,732 

26,61~ 

26,383 

-n!ll 
deliveries 
this daY 

750 

600 

557 

Apr il 2, 1~ 

!f Inoludee stock 1n hands ot (1) Federal Reserve Banke and branches, (2) Poet ott1oea, 
(3) Federal Reserve Bank 1ssu1ng agents , and (~) Treasury vaults 1n Waeh1ngt on. 
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SubJect: 

(2) 

(J) 

(~) 

TREASURY DEPARTMENT 

INTIIft OFFICII COMMUNICATION 

DATil .Ap%'11 2, 1942 

• 
lolr. Ha 

1 
Seoret~y r enthau 

OUrren Developments in the High-grade Security 
lial'kets; Comparison of Y1elde of High-grade Bonds 
during World Wars I and II 

Since Karch 19, prices of 'l'reasur7 nohe ha'>'a 
allgbtl7, while prices of 'l'reaeurf bonds ha'>'e 
trom about 1/8 to 1/3 of a point {Chart I) . 

deollned 
adYanced 

New York Oit7 banks increased their holdings of United 
States securities by $220 m1lllona during rebr uary 
(Chart II ). This is the tiret aubstantial increase 
in man:r months . 'l'he Guaranty 'l'rus t Company increased 
its holdings of United States securiti es during Febru­
ary by $129 millions , somewhat relaxing its preference 
tor short-term maturities. 

'l'he IIOYement of interest r ates s o tar during World 
1\'ar II haa not been greatl y different trom that during 
World War I (Chart III ). From t hie point on i n World 
War I, i ntereet rates ad'>'anoed sharply. It is boped 
Al\d upeoted that the n goroua uee of monetary an4 
other controls will pre't'snt a repeti t1on of t his mo•e­
ment in World War II . 

llun1oipal bonds ha't'e adYanoed eharpl7 during the past 
two weeke (~rt IV). 11h1le cor por ate and Oonrnment 
securities ~e ad•ancsd also, t hey ha'>'e not adYanoed 
as muoh as municipal bonds . 

Regraded Unclassified
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seoreterT Morgenthau - 2 

I. United States Government Securities 

Trading in the OonrDIIlent eeouri t:y market during the 
pas t two weeks was dull and prioe ohangee during the period 
were slight. Little interest prevailed on either eide ot 
the market. 

During the past two weeks, Treasury notes have deollned 
2/ 32· Treaeur:y bonde tluotuated within a oonaiderabl:y wider 
r ange . On lllaroh 24, long- term partially tax-exempt bond 
pri ces reaohed the h1gheet level ainoe Deoember 8 , but have 
slipped ainoe that time ( C'Jl81't I) . 

Sinoe lllaroh 19, the average Tield ot taxable !reaaur:y 
bond&, moving invereel:y to prioea, hae deoreaaed 2 basis 
points, while t hat ot partiallT tu- exempt bonde haa decreased 
3 basis pointe. 

The following table shows prioe ohangea by maturity 
olaeses einoe lllaroh 19 tor taxable and tax• exempt notes and 
bonds: 

~ 

1 to 3 yeara 
3 t o 5 years 

~ 

Average prioe ohange 
Karoh 19-April l 

'fax- bl · · All 
exempt Taxa e : : iaeuee issues 
1aauea : :: 

(Deoi male ere tbirty- seoonde) 

.02 
!I 

- .02 
- .02 

- . 02 
- .02 

5 to 15 :yeara to oall + .06 
15 :years and over to call + .09 

+ .05 
+ .10 

+ .06 
+ ,()9 

!/ No issues outstanding. 
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secretar7 Morpnthau - 3 

II. Changes in BaDlt Bold1nga ot United Statu 
Seouritiaa; Portfolio Ohangea ot the 
Guarantl 'i'ruet Compan1 ot Haw York 

261 

Cbart II allows the changes in bold1nga ot UD1 tee\ States 
securities b7 all oo1111srcial banka and by those inside and 
outside Hew York Oit7. Aa we have otten noted previoualf 
New York City banlta have bought ver7 tew United States se~u­
r1t1ea aince laat apring. During the aeven months troa 
June JO, 19~1. to J anuar7 Jl, 1942, Hew York 01t7 banlta, in 
fact , decreased their holdings ot United States securities 
by $9 milllona. 'lbis contraata with an inareaae ot 12,012 
ctl.lllona tor banks outside ot New York 01 t7 during the same 
period. 

During the month or February, the latest period tor 
which complete data are available, there was acme reversal 
ot th1a tendency. During that month, New York City banks 
1ncreaaec\ their holdings ot United States securities by 
$220 milllone. Banks outside ot Hew York City absorbed 
$~57 millions or United States securities in the same month. 

It ia interesting t o note that $129 millions, or 1110re 
than halt or the increase in aovernment aeouri ty bold1nga 
ot all New York Oit7 banks during the month ot FebruarJ, 
occurred at the Guaranty 'trust CompanJ. During the prenoua 
seven months, this bank hac\ decreased ita holdings ot United 
States aeourities by $272 1111Uone. 

The increase in seouri t7 bold1nga at the Ouarant7 '!'rust 
Oollp&nf 414 not consist ot the new 2-l/4•s ot 1952-55 sold 
during February. On February M , t he Guaranty Trust OompanJ 
held only $299 , 000 ot the new 1esue. Guaranty did relax ita 
preference tor abort maturities somewhat , however. On Febru­
ary 28, it held $81 1111Uons ot securities due or tirst call­
able in t he years 19~7 and 19~. as o~ntraated with only $13 
111lllona ot such seour1 ties on JanuarY Jl, 1942· 

III. Comparison ot Yields ot Hish-grade Bonds 
During Jorld wars I and II 

Cbart III shows the comparisons ot yields ot bign-grade 
bonds in Jorld wars I and u. '1'he yields shown tor World 
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secretnry Korgenthau - ~ 

war II are thoee or partiall7 tax.-exempt Treasury bonds 
while those ueed in ltorld War I are high.-grade railroad' 
bonds. Tb1e ie neoeaaar1 beoauee the debt or t he United 
ste.ten prior to 1917 was very slll&l.l and waa held prinoi­
pally by national banks t o eeoure their circulation 80 
that no aignitioant ~uotationa ot United States seo~ritiee 
era available tor the earlier period. The ~uotatione of 
high-grade railroad bonds, however, are suttioientl)' indic­
ative or ohangee in interest ratee during thP earlier period 
although they exaggerate somewhat the absolute difference in ' 
such rates. 

The )'leld or United States seouritiee ia now (March 1942) 
6 percent lower than Just before the outbreak or war. .lt the 
asme period in World War I (March 1917), 718lda or b1gb-grsde 
railroad bonds were 3 percent higher. There bas thus been 
role.tivaly little difference to date in the trende tor the 
corresponding periods in the two oontliots. 

It is to be hoped and expected that from now on, the 
trends will be very different. During the year rrom Maroh 
1917 to March 191S, the yield or high-grade railroad bonds 
advanced by 16 percent (from 4.50 percent to 5. 23 percent) . 
The present greater knowledge or and willingness to utili~e 
tiaoal, monetary, and direct controle should make it possible 
to avoid auoh a riee in World War II. 

IV. Other Domestic Hlgb-grade Securities 

Municipal bond prices rose sharply during the last two 
weeke. The Dow-Jones average yield or 20 municipal bonds 
deolined 10 baaia pointe trom 2. 57 to 2.~7 percent during 
the two weeke ending xaroh 2S (Chart IV) . During the same 
period the Treasury average or blg&:grade corporate bond 
;rlelda declined (pricee rose) b7 Onl7 2 baaie points, and 
the yields or taxable Treasury banda declined (pricea rose) 
by only 3 basis points. 

The volume or new bonds publicly offered on the New York 
market deol1ned ahe.rply during the laat halt or )larch. The 
total tor the two weeka ending March 27 was $12.3 millions as 
compared lf1th $53· 6 millions or new o1'ter1nge during the two 
weeks ending Maroh 13. Neverthelesa the volume or new o!t6er-
1nga waa higher in March than in February, amounting to ~ 5·9 
millions during the 4 weeks ending Maroh 27 aa compared with 
$46.4 m1111ona during the 4 woeke ending February 27 · 

Attaobmente 
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Chart I 

CHANGES IN THE PRICES OF U.S. SECURITIES 
Points Plotted Represent the Difference from December 6, 1941 Price of Each Maturity Claos 
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Chart II 

HOLDINGS OF MARKETABLE 
BY COMMERCIAL 
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COMPARISON OF YIELDS OF HIGH-GRADE BONDS, 
WORLD WARS I AND II 
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AVERAGE YIELDS OF LONG-TERM TREASURY AND MUNICIPAL BONDS 
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tf)hotostat to llr. Sullivan today in 
accordance with Yra . Klotz ' s instruc­
tions • 

. , 

• 
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April 2, 1942. 

TO: 

!prll lat, Mteer. . O..ton, Tllo.peon, llelftrinc and llulli~ 

•t to cliacue the totw-e dDt1e1 ot EI.Mr IN7• 

liNer.. outon, ~on and Sulli~ ~Dde4 that 11r. 

JN7 be tren.terrecl to the ~ lllp&rtMnt u Cbiet Coordl.Detor 
o! 1'reuuJ7 1D eDlorc-t a pociee. eo-llriooer BelT•rlnc approftd 

th1a rec..-odatioo. 

It .,.. taDtatiftl;r agreed, IIUbjeot to oomerlltiODB be­

Co.-!.ee1ooer Belw rlnc and Jlr. IN7 and llr. 1JooU 1 thet Jlr. Woolt (,.,.. 

Ill'. I rq'e ueiltellt) be appointed. !cUDc Cbie! o! the ID~euce 

Unit and thet hie wortc in th11 oa)XCit)- be oareto117 obee.......t !era 
period of f._ thrM to d.x -the to cletendoe wbethar or DOt be 

could ~ u Jlr. Irq'e eucc•eer u Chiat of th11 1hd.t. 

th11 110rn1DC C..-d.lliODer Relftri.Dc phonoo4 thet be had held 
Ule conftre&tione and wilhec1 to proceed to appoint Woolt .lot.iDc Chief 
of thia Unit . Unlue 7f1U object ,. lball proceed to do thie at once . 
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TREASURY DEPARTMENT 
PROCUREMENT DIVIIIOH 

WASHINGTON 

~ 

April 2, 1942 

llEill!WIDUll !0 THE SECRI"URI: 

Jolm Loeb intol'Md • thie &ttel'lloOD he had a 
telephone oall troa the ottice ot .leeietant Secrett.l'J 
ot 1tt.r Lontt (lli Sel'Tice), t.d"fieillg that hie appli­
cation tor a co..ieeion, tiled eo.. ~iM bator• ooaiD& 
with ue but euapended ae a result ot the phfeical ex­
aalnation, haa b"n reTind, and it ne iDdlcated that 
he might be called tor aerTice. He explained that the 
commieaion tor which he ia being considered haa not been 
indicated . 

Loeb aaked •• to let hia haTe a letter ot releaae 
todar, and I oan do ao u we ncnr han a man who it act­
ing u hie auhtant who would be qualified to taka onr 
hia dutiu. 

Thh h tor rour intol'llt.tion. 
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APril 2, 19';2. 

COhl'lllB!l'tUL 

Dtar Mr . secreta<71 ~ttontloo; Mr. s. D. Vhlto 

1 aa •neloa1QC our ca.p1la\1oo tor \ he week 

ended March 25, 1942, ohovlng dollar 4lo~ooaonto out 

of tho Brltloh ~plre and French aocounto at thio bank 

an4 tbe aeaoe by which thea• expen41\~ea vera tlcanced. 

J'olthfully youro, 

/ o/ Robert G. ! ouoe 

!obert G. Rouae, 
Yico Prooidoot. 

! he Honorable JitJU7 )(orgen\bau. Jr. , 
Secretar7 ot the Treaaury, 
waoh1cctol1, D. c. 

&Dcloau.re 

270 
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UNIVERSAL TRADING CORPORATION 

.APCI'IIE: I..OCHHCAO 
... 110+0 110' 

April 2nd, 1942 

117 dear lo\r. Secretary: 

All requested, I have tonrarded tho ••sec• 
convoyed in ;your letter ot April lot, 1942, to lo\r. K. 

P. Chon at Chungking, and can auuro you that be rlll 

be greatly gratUied to rocoiYo tbis oxprouion or 

your friendly sentiments. 

Tho Honoroble 
Honry llorpnthau, Jr . 
Secretory or tho Treaoury 
lfooh1ngton, D. C • 

Sincoroly yours, 

~ 
Archio Lochhead. 

2?4 

030 "I"H AVCt++I UC 
NCW YOIItK. N, Y. 
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APRl a 

111 4oar ... LoU!l .. 41 

thank '" tor ro .. &N1ac to • 1a 10111' 
loUor of .... 2,, 19\1 Ule ••Nr r.o. 
llr. lt. P. CMa. l U&U M ala4 1 fOil will 
ooD'Iof to h1• tor • tile tolialrtac ...... : 

•y...,. ki..t .,...,. lnfor.t.a • U..t 
u. U'alftr~~al Yl'll41aa ao,..auoa haa 
Md •U~orho4 to~ OYor to ... 
bport ,..,.,., a..k \lilt 1 .. , l .. tal­
•• , 1a p.poat or tbl loMoll loan 
••• ooaYo,. 4 to • "' llr. t..eJitloa4. 
'file pro .. taoaa wUh wblola Clhlaa hal 
•' hn o~lptloaa 1la4or thtl lou 
not onl1 Mare ntno11 to lllo po4 
raUb or ,...,. to9•r•••' .,., 11 tor­
~ •• ow14oaoo or wbf fOil poroonallf 
aro uu 1a •••• .. ,..,, "' •n•n 
or ... vau.a 1'-'" .......... , . • 

BlaoorolJ 70111'1, 

II~) J. l orao•\»lt II'\ 

1eorotarr of tile Yroa•~· 

-
"'II _,..,..,. e... ~ 
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UNIVERSAL TRADING CORPORATION 

,\AC:~I£ LOCHHCAO 030 ,.lf"'TH AVEN UII: ............ , NEW YORK, N. 't'. 

llarcb 24th, 1942 

111 dear ltr . Secretary: 

lie bavo just reeoived a cable !'roa llr. ! . P. Chen in 
Chungking, requesting that tho tollc•inB paroonal ••aase bo 
CODYO,Wd \o 7QU : 

•I All IW'PI TO IliPORll IOU 'I'IIAT THE UNIVERSAL TRIJ)IJIC 
CORPORA'l'IO!I HAS m:EN AOTIIORIZI!:D TO !Will OVER TO THE 
EXPORT IIIPORT BAliK THE LAST IIISTAL.'miT Ill REPADIZ!IT 
OF THE liOOOOIL LOAN Of' FEBRUARY &IGH'l'!! 1939 STOP 
ALTHOUGH ACCORillliG TO THE T!JWS 01' THE ACREEMEIIT 
REPAniENT NEED NOT BE COIIPLET!D UNTIL JANUARY I'IRST 
1944 CO~ SUFFICIENT PUNDS KAV! ACCUMULATED TO 
ENABLE THE UNIVERSAL TO DISCKARGE ITS OBLICATIOII NOW 
STOP I 'lllSH TO TAKE ADVANTAGE OF THIS OPPORTUNI TY TO 
THANK YOU FOR THE GREAT PLEASURE 'NHICH OUR ASSOCIATIO~ 
HAS GIVEN L!E AND TO TELL IOU THAT IT OIV!S I.!E REAL 
SATISfACTION TO HAVE ll!Eil ABLE TO CARRY OIIT OUR PRQI.IISE 
TO rou.• 
!'or 70ur information , we b&Yt at.ultanoouol7 received 

instructions .rro11 Cbungldng \o call a ""'tins or our Board \o 
authorho the pa1Ji8nt or the outstanding bolance uounting \o 
$) , 500,000. The funds for thla repa~nt are \o co,.. out of tbe 
accu.wlated proceeds of the sale or wood oU laported by us under 
tho first loan of $25, 000, 000 referred \o above. 

Tha Honorable 
Hon~ ~orgonthau, Jr . 
Secretary or the Treasury 
llaahing\on , D. c • 

• 

Your a sincerely, 

~A 
Archie Locbboad . 

Regraded Unclassified



OFFICE OF LEND-LEASE A DMINISTRATION 
f'IVE..FIFIU:N 22d STREET NW. 

WASHINCTON, D. C. 

!.!y denr :Jr. Secretary: 

Attached is a copy of the Russian schedule which I pro~sed 
1.0 :en<l you following our tole~hone converea tion yestardey . 

rou eakod ae a nuobcr of questions concerning =Y a dvance know­
led&e of ahips to be 11ade available at Pblladelpbi&, the responsibility 
of tho Lend-Lease Adainistretion in following railroad car ahipoonto 
~ro> tho plants to the ports, and the progro10 of the new shipping set­
u~. Since our conversation I have caretull,y checked the various pcinta 
ln our dilcuaeion and ao plea sed to give you the answers more speciti­
c.U.l,y and corroctl,y than I did over the telephone aa I did not then 
hllve all the i nfoi'Q&tion before oo . 

I. Adnnce !fotice of Ships 

For aome time the Maritime Co:omisoion and later the l\'nr Shipping 
Adnlinietr6tion have submitted eetimatoe of tho number or ships to be 
.:.ade available during a calendar month for Rusaisn cargo . The actual 
nl.ltlber of ships available fell so far below oatiolltoe that everyone 
cor.nected with the Russian program was co11pletol,y beJ'tled. In December 
tho s1 tua tion, as a result or Pearl Hnrbcr, waa chaotic because or the 
at.oppese of all loading, the seizure by tho Arr:(y of car&o elready on 
snips, and the 1nard IOOVeJOent of freight beccaing embroiled rlth thllt 
110vin5 to porte . The congestion, uneerte.int1oo and lack of direction in 
all phaatt of shipping during the DeceJObtr criais created a cor.dit1on 
which requ!Nd weeks before uq order waa oatabliahed. 

The abipa available 1n January and Febnlary were about one-half 
of thoae proc1ioed by the War Shipping Adainiatration, consequently, 
there was a complete loss of faith 1n fUture eatimtee of the liar Shi?­
ping AdJOiniatration and general discouragement on the pert of the 
proeurenent agencies , the War Production I:oard, ourselves, and eapeei&Uy 
tho Rua aiana . Dul-ing this t1""' tho port of Phil<ldelphio. was selected in 
preference to Boston for Russian sl1ipmenta , and during the lD.t ter part or 
t'obruary and the fir st of !.larch, to the aurpriso and aetonieboent of the 
Rueoiana, the procurement agencies and oureolvea , an extraordinary nucber 

JI;,IIJ.lFIM!il! of ships suddenly appeared 1n Philadelphia and there wont out a fran­
tfc cell for freight . In selecting the Philadelphia port, there was 
an apparent failure to realize the inadoquae,: of the rail f ac ilities 
to I>Mdla tho roqu!Nd voluJOe or traffic. Furthor110ro, the rail­
roads were ifYOn no advance information nor ukod to prepare f or the 

extra volume of freight. 
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Tho~ Honorable 
Tho Secretary ol tbe Treasury 

Pa;re 2 
April 2, 1942 

Fr011 these facto the following concl118ions can be dran· . . 
1. The >.mrelU.bW t1 of prertoua osU~~&tea ot abipa upset 

all plano for the efficient and order~ move,.,nt of traight. 

2 . Lack of co-ordination between tbe ftrloue agenciea con­

nected IIi th sbipping prevented tho devolopunt of a well 

conceived plen of operation. 

J , The auddon a j)pearance of a largo n\lllber of sbipe, with 

prospects of greater numbers, following a period or un­

realized estimates, created a temporary chaotic condition. 

II, Raaoona1bilitv of Lend-Lease in Expediting Rail Freight 

2?8 

In the ear~ •t.ece• ol tbe protocol agrcecont, wbon only a a:all 

part of the prol21ead llu.eaian ebi~nta were available and those princiJ 

pall,y of o. few individual iteos, the Lend-Lease Administration, 1n tbo 

absence of anyone oleo to aasU!IlO tbe responsibility, acted aa co­

ordinator of traffic br .,..,.. of a wee~ conference llitb tbo llaritil:oe 

Collllll.aaion, the procureme.nt agencies and tbe Runians . In earl;r DacoJa­

ber, by agreement, the truftic control branch of the war Dape.rtulAint waa 

giYon supervision aver tbo routin& of e&riO for Russian abips , but this 

control did not adequate~ eerve, principa~ becauae of 

1. The immediate c011pl1cations ensuing after Peul Htu"bor 

2 . The uncertain schedules sot up by tbe :.!aritl.Do CocD!.asion 

J, Tho eq~ unoertoin forocasta of availeble cargo. 

Just prior to t'he davolopcent of conpation in PbiladelpbU, a 

dail,y cowmittee wae set up at Cenoral Dillon 's suggestion, including 

tho far Dapart:!lont, liar Shipping Adm1n.iatrat1on, the Ruasinno and Lend­

!.eaao, in an atteapt. to roculate the traffic flow to t he port in con­

formity with the schedule of sbipa. The work of this group was 

nullified primarily because of tho inadequacy of rail facilities at 

Pbiledelphia to take ea.re of the larce volllliO of freight. Tho Lond­

Leaao AdtainiatraUon does not think that car freight expoditing or 

control of rail shipments ia its roaponaibilito)' • It belonp pr~ly 

to the procurement agencies actina in conjunction with the Traffic 

Control branch ol the 'i:'ar Dapart.:otnt. Tho procurement aconciea have 

all the facta in regard to cootracta, delivory datos , and receive 
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The Honorable 
The Seeretal7 of the freasu:l'7 

Pap) 
.lpr1l 2, 1')42 

notices of abi~nta • The Lend-Lease .Adlol.n1otrat1on dooa fool 

that it baa a reaponaibil1ta" tor ooapi.l.iJI& accurate torecuts 

ot cargo in &dftnce tor the purpose of aec:ur1JI& proper alloca­

tion of abip epaoa. In aeiNIIing tbia reapouibillta" 1t auot 
of ooursa , aatiiiM tbe oorreapol>d1ng responaibllita" of '"1og

1 

t.h&t the foreoasta ara corrected to the extant that production 

schedules are not ma.intaioad, On the otbar hand, it would be 

wrong for Lend-Lease Ada1oistrat1en to CNate a larp atatf for 

the purpose of expeditin& or reculatin& treffic floor to the 

ports ..men c011potent existing tratfio organizations can, UDder 

proper coordination, do the job. Such coordioation 1e what is 

expected frail the new obippiog control plan. 

III I Promoa W¥l!r the l!!w SbippW CgDt.rol P.J.an 

279 

A ~ conaiatin& of repreaontetives of tba roar llopo.rt.­

•nt, 'liar Sbippi.ng &d.Snlstration, Office of Defense Tranaporte­

tion, aDd British llinl.st.,- d liar transport baa been oatahlisbed 

and is now working. Ita first tllnction 1s to secure a'*IU&te 

and accurate information e.s to the aurrent oitWltion and future 

tr&ffic needs at e&ch port. A ayatea of accurate reports is 

bein& ostahliabed by tbe cOOIIIittee tb1e wool<. SecondlY, the 

other prooure•nt agenoloa haft q:rHd to worl< UDder the admio­

iatrative direction ot Colonel 111111•""""• 1o charge of all 'liar 

llop&rt:llent routing, in order to &ocO!Iplisb tilling of arriY&l of 

different VfiOs of e&riOOB at the pisrs to enable proper obip­

loading aDd proper diapatob. U accurate information 1e promptlY 

a...U.blo through the procure•nt agenoiaa, aa .... u aa accurate 

forecasts of uailablo abipo, aDd tbe proper ports are .. looted 

f or loading, this group baa an excellent obance of normlizing 

tho entire Russian shipping progru. I \IDderatand that ona of 

the difficulties they are encountering is a lao!< of current 

accurate 1ntol'll&t1on troa the procure..,nt agencies aa to whet ia 

a...U.ble tor ahi~nt on &l!J' ciftn daY e.gainat contzoaata. ilith­

out snob accurate intorMtion the control of the aacbino.,- rill 

nat worl<. 

l¥e haft a ,...,..,th probloa fo.oing us at present 1n that 

trlce aa IOJCh ship tonDage is oobedulod to 1o&d in the six woe1<a 

from !.larch 15 to April )0 as na loa&od 1n the six ftel<a troa 
February 1 to March 15 I Except for a few iteu such ae allit.&%7 
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Paae 4 
April 2, 1942 

t ruclc3 , tbore 1s no surplus of Russian protocol carao awaitin& 
ship opaoe end t.bere 1a v-t .,..d ot apeod on t.be part at t.be 

pi'OC'-'" .. nt &&enoie• 1D ni&1.Dg oarao to tbe ports, upeoiall7 
t he bea.,- types lib ir<>D, steel end otbor •tala. 

It 1a ney desirable to aaour. allocation of etael and 
other .,.tole for Ruae1sn aooount in sufficient quantity' to 
produoo a bank aga1Det wbich the shipe for Russia can dro.w, 
tbua &Yo1.ding del.a;ro awaitin& bottoto oargo. Tbia baa bHn dco>e 
for tho British aDd auoh a prograa abould be worlced out tor t.be 

Ruuiarul. 

280 

As a result of the cODferenco 1D yovr ortice a row ftolce 

aao, followed by tbe Preoident•s directin 1D giving Ruoe1sn 

sbip1110nto the higbeot priority', there haa boon aa acctlorated 
o.rtort in all directiona 1D expediting produotion end dellnrioa. 
I fool that tho preeontly constituted crouP have an ncollent 
cbsnoe ot llllCOese pro"rided they are cinn tho tull eupport ot 
tbo procure.ent agoDCioe , tho War Procluction Boord, and ou:reolfto. 

As to tbo broader problem of transportation we dieouosod on 
tho teltpbon<> , this io a subject I would l1ko to explore ttitb you 

:oore tully. 

Tho Honorable 

Tho11ae B. llc>Cabe 
Act1Dg ~otrator 
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SCHEDULE OF AVAILABILITY OF MATERIAL AND 

SHIPPING FOR U.S.S.R. - AS OF FEBRUARI 28 , 1942 

Office of Lend-Lease Adainiatration 

SECRET 
281 
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SCPPVIf 9l AVAIJ.&BILII! or wpw, 

MD SRWP!Q l'OR u.s.s,s, 

Aa ot F• bru&rz 28, 1942 

Tat..l&r Stat.ant ot AYaUabilitT and 

Shi~onto 

Graphla 5.-ry ot AY&1labil1tT and 

Shlpooenta 

Stat.ant ot Ru.osl.an Shipping 

Shl~nta ot Iaportant Non-Protocol 
I tau 

OFFIC! or LEND-LEAS! ADMINISTRATION 

SECRET 
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SECRET 
SbM\., 1 

SHIPMENTS AND AVAilABiliTY OF MATERIAl 
UNDER THE MOSCOW PROTOCOL 

Aot.\11.1 llodo Sohecluled to bt Anllabl.~t!•• 
Shi~U AnUable Protocol 

to Feb, 28 to fob. 21 ll&l'Oh )1 AprU )0 11&7 )1 J- )0 o.-J.a.a\ 

Plue• - Bollbtr 168 2.4l loll S30 61.2 'IS4 900 
Pl&MI - P\l.rlul t 

..,.. 2'7.! )16 420 S20 620 720 900 
tilllkt ... Wi \It 1S8 402 664 818 9'7.! 1, 125 l,U, 

'""" - L11h' 
287 JS7 686 8)2 978 1, 12'5 1,12S 

btl...urcr&tt -- 4 4 4 4 4 4 1S2 
bU-!Ui< 0\IM 0 0 6) 6) 6J 6) 7S6 

s->C:...O 1 , 496 2,198 ) , 191 4,198 s,ooo s,ooo s,ooo 

""'" 11 
12,21) )1.,494 48,2)1. 6l,S94 74,280 90,000 as,600 

r..u 1'olophoooo 1.4,6'7.! 1.4,672 )1,6'7.! 66,S72 99,)72 108,000 108,000 

FWd Tol. Coble (..U.o) V 1.46,000 167,174 ~1 ,174 lo\ J'l \. echechtled. S62,500 
hllorootor Coble (lla) 0 0 0 ss 2SS 4SO 4SO 
S.....,.ioo Coble (lla) 0 0 17S 42) m m 900 

IJ-·(tono) ]/ 2,100 7, 500 9,4SO 11,980 U,SlO 17,)60 18,000 
Dllrol.-in• (tono) J/ l,OSO 2 ,910 ) , loll S,466 s,9J6 S,9)6 4,500 
Iiebl (tono) 791 1,200 1,400 1,400 1,400 1,400 1,200 

llolrtdon~a ( tool ) 2 ,866 ),800 ),800 ),800 ),800 ) ,800 2 ,?00 

Rolled Bnll (toJII) •10 ,6:)) 2),160 )1, 700 )6,?00 4),500 45, 000 4S, QCX) 

Zion (tono) 2,759 4,87S 6 , 7SO 6,7SO 6,750 6, 7SO 6, 7SO 

Copper Pro<luo\o (toM) 1,288 1,680 2,00S 2,3SS 2, 'ISS 2,995 2,?00 

PtrrotWcon ( t.oJu) S76 900 1 ,800 2,100 2,400 2,?00 2,?00 

,.,.,...- (tono) 28) 600 1,200 1,400 1,600 1,800 1,800 

Aroor Plo\o (tono) 0 0 4 ,000 7,400 9,000 9 ,000 9 ,000 

kJod .l.1lo7o a Cu"iJic Toole •n.ooo ScbllduJ.t DO\ 7'1\. tu't.ltt..ci. 

liP Si?ood St.ool (toM) 8 2!10 sao 900 l , lSO 1,400 900 

Tool 8\oll (toM) 0 200 820 1 ,6?0 ) , 120 4, S?O 4,500 

Coltln\14 St.ool (toM) 0 2,000 4,000 14,000 24,000 )4,000 0 

lot lolled lt.ool (toM) 0 0 18,000 4),000 s?,ooo 67,000 6), 000 

Stool IIUlo\o ( tono) lf 102 2,000 10,000 )4,000 S4,000 '7.!,000 72,000 

C. ~. 8\ool Strip (tono) ~ 2S9 a,ooo 11,000 )6,000 S2,000 6),000 '7.!,000 

c ••• 8\ool -· (tono) 4)7 6,200 18,200 4),200 59,160 S9,.160 72,000 

~ 
o.u ... ri•• are d.peode.ot v.poc enot.icm or ._. ... bl7 plaot.t atroe.d aDd. tb.1ppl.Dc tacillt.i.,. 
Sobedul•• tOY' AJrU ~~a7 J...,. an depeo4eot. upon ...S.t.iOM ' "1cr-ot. Board. 

ll Dttiot..DOJ ree\ll.W he. d.i.Yerlioc at nqutat....ot o.s.s.R." or p&l't. or t.ncot. ~t..at. to 

iJ 
tabrioat.d. produot.e. 
tDOlud•• prochaot.e d1nrt.4 tro. al.\aillua c~u.-nt. 

~ 
tb11 10b~Wl.e rill MUM 11rtoua 1D.tertannol ri.U. ArfA't tbaU tWal PN P'U• 
Wiu.c.al t.oonap u oot. eol:w'n'.,.. beolu.. of JAck ot reqW.alt.iou tro. tr.s.s . .a. 
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SECRET 
SbM\. ~ 

SHIPMENTS A ND AVAILABILITY OF MATERIAL 

UNDER THE MOSCOW PROTOCOL 

Actual .. d. Sch.td\&lt4 to be bt.ilabl~t.ln 
Shipaenta A Y&.1l.e. bb ~t.oc<>1 

to reb. 28 to Feb. 28 ll&rch )1 &prU 30 May 31 JWIO 30 ...... 
tltlpll~ ( t.ona) 3 ,436 20, 000 24,000 28,000 )2 ,000 )6,000 36,000 

Sto•1 ' "" (...,•) 1/ 0 )00 7,)00 22,)00 )7, SOO 4S,SOO 6),000 
sto•1 , ,... ltopt ( t.ono) 0 0 0 2,)00 6 , )00 10,800 10,800 

s ... 1 ~1 Tuboo ( t.ona) 0 0 0 900 1,1!00 1,SOO 1 ,1100 
stAUilo•• s .. ot 11.ro ( ..... , 0 10 20 w 110 180 180 
IIW.l o.r- Wi.ro (t.ona) 109 1.20 1.1.0 160 180 180 180 

I!&Tbodlin ( ...... ) 16,448 21, 200 ~.?00 :)(),@ 3S,100 41!,000 )6,000 

toluol ( ..... ) 4,)16 6, )20 8,)20 U,547 14,774 1.8,000 18,000 

t.r.t. (...,.) 2,020 3,0SO s.ooo 7,000 10,000 12,000 10,000 

,.1101 ( ..... ) CJSS 1 ,963 2,11) ) ,))) 4 ,28) S,O)) 4,'l00 

P.l.rOl• .. ~ .... ( .._, .•... - 1.1.0,000 160,000 180,000 200,000 220,000 180,000 

ttl\11fM G110o1 ( t.oM) 221 m 960 1,080 1,0110 

Sodl• Broaldt ( t.ona) 20) 300 433 see 744 900 900 

Phoopbo.,.. ( t.ono) 434 l,U.6 1,)00 1,)00 1,300 1,300 900 

Oi~t.7l Pht.alat.e (W>n•) 31 250 1,250 1,800 2,0SO 2, 200 2,200 

ot .. thylu111ne (t.ona) 179 :lOG S)O 760 990 1,200 1,200 

01ptlen)'lP1nt (tone) 0 222 )00 600 7)0 900 900 

ColloX)'lin ( t.ont) 475 732 1,780 2 , 2}4 2,688 2 ,741 2(l00 

l&&chlae '!'oolt Schedule not. 7et. au.t.l tt.ed. 

ll.K\.riC P'\lrn.ICII • • • • 
rora:inl 1: PN11 Eq,u..lp. • • 

l bc. I'Qd. f.,qul~nt. 
• 

lbr&ahe• • • 
Grophi .. El .. trodoo ( ..... ) m ))4 188 1,.u9 1,99'7 2,?09 ),600 

Solo LM<her (t.oM) §/ 2 ,6)7 ) , 197 4,697 6, 197 7,697 9,197 13,)00 

'""' lloo,. (1,000 pro.) SS9 664 1 ,000 1,200 1,@ 1,600 1,600 

l.rfy Cloth (1,000 ydo. ) 71S 1,192 1, 192 1 ,192 1,192 ltl92 1,000 

.l..nlln&: ot u.s.s .R.. »e.rchan~ 9 13 13 
ShJpe 7 7 

~n~ tor ) Ic• -bre&ker• 4 4 ' ' 4 4 3 

Packard tn.ctMI tor Torpedo 
&o.to 100 100 100 100 100 100 so 

J) 
!I 

Add1~1onal tonnage il no~ acbeduled bec• us• ot laok or requ1•1~1ona froa o.s.s.k. 

Wal"oh..June 1chedul .. .... atnt.a. 
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SECRET 
S><EU t 

AVAILABILITY OF MATERIAL UNDER MOSCOW PROTOCOL 
CUMULATIVE SINCE OCTOBEFI I, 1941 
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SECRET 
SHEET 2 

AVAILABILITY OF MATERIAL UNDE R MOSCOW PROTOCOL 
CUMULATIVE SINCE OCTOBER I, 1~1 
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SECRET 
SHEET 3 

AVAILABILITY OF MATERIAL UNDER MOSCOW PROTOCOL 
CUMULATIVE SINCE OCTOBER I, 1941 
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SECRET 
SHEET 4 

AVAILABILITY OF MATERIAL UNDER MOSCOW PROTOCOL 
CUMULATIVE SINCE OCTOBER I, 194 1 
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AVAILABILITY OF MATERIAL UNDER MOSCOW PROTOCOL 

CUMULATIVE SINCE OCTOBER I, 1941 
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SECRET 

STATEMENT OF RUSSIAN SHIPPING 

S&ll.cl 
AM'1ftd En Rout. Loat 

llontb lflaber 

October 15 l4 l 

llo.,.•ber l) 12 l 

Deceaber 26 21 4 l 

January 24 l4 8 2 

February 17 15 2 

ll&rcb )8 37 1 

(To liar. 25*) 

• On bertb !larch 25 for March saUing-15 

To date there has boon a total of 133 ea1l1nga for 
Ruaaia, of whioh 99 have been of Aaer1can sh1pa an<l 34 of 
Ruaaian (21 fro• the lloat Coaat and 13 froa the !aat Coast). 

l n add1 t1on to the l)) sailings for Russia, there he Yo 
bean 19 ahipa canying cargoes tor other countries , wbl.cb 

c&rr1ed deck load• of bombers tor Ruaai&. 

The 133 sailing a wore lll&do by l)l ahipa , 2 lb1pa horlng 

s&1lad twice. 

Procraa of Ship Allocation 

April 11&7 June 
ll&rch 

56 56 56 

The fora1olng alloe&tlona are 1n addl t1on to 1111 Ru.aai&D 
abipa which aa7 be aY&ilable. The Russian ah1pa transport 

priat.rily food froa wast Coast porta. 

It 1e aatiat.tad thot if thale ehips are Melt aY&ilabla 
the protocol echadulea can be attainec! and that eb1paenta ot 

too4 and - other urpntlT na.clec! DOD-protocol 1teas oan 

be CODtinu.cl• 

56 
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S ECRET 

SHIPIIEIITS OF IMPORT.lii'T 11011-I'ROTOCOL ITEIIS 

July l , 1941 - February 28, 1942 

Qu&ntity. 
Doll&r 
Velue 

Wheat 24,816 tona • 565,254 

llboa t Flour 9 ,954 tone 534,053 

Lard 968 tone 281,682 

Tires 11, 596 uni ta 358,906 

Railroad cara - 500, 552 

Carbon black 2 ,?99 tons 319, n4 

llothanol 606 tone 67, 542 

foruldo~o 237 tcna 29,131 

Other Foodatutra - 1,118, 760 

Regraded Unclassified



WAR PRODUCTION BOARD 

WMHIHGl'OII, 0. c. 

J.pril 2, 1942 

yomp n"tp 

To: '1'be Secretary of the 'l'reat1U1'7 

From• 1f, L. B&tt 

In CODII8Ct.iOD with the attechecl UIIOrandUII f'n>a 

l!r. 1/elaon, I will appreciate it if ;you will deaignate a 

l'ilpruentet1n who will be able to give continuoua aaeiat-

111108 to ua 1n connection with Ruaai1111 auppl,y problema 1D· 

aofar aa :your Department is concerned and who will have 

:your tull authority to take such aot1omao seen necesaar;y. 

I abould llke to have a pl'ill.1JI11W7 meeting of the 

l'ilpl'iloentet1 na of the nrtoua d1 v1aiono desi gnated for 

tbio purpose 1n Ill' office at 5•00 Frida¥ afternoon end will 

appl'ilciate it if :your representet.1Ya can be deaipted 1D 

tiM for h1ll to attend this -ting. 

W. L, Batt 

282 

Regraded Unclassified



.,.ra.ot 
Q0!1ALD 11. NELSON ......... 

Tot 

WAR PRODUCTION BOARD 
WASHINGTON, D. C. 

April 1, 19112 

W Dhhion Di:r-ectoro 
W l~Joanch Cb.iel"e 
.ln1IY ond lin")' llw\1 t10lla llcerd 
All Procurement Asencieo 

283 

I haw recoiwd a letter t'nlm t.be Pl'eeident calliDc atteo>tiOD 
to tbo toct that eb.ipoenta to lluasi& wb.icb Yll'l &CJ'eed upoa in the 
llolscoY Protocol &:1'1 still tu behind and that IIIU1I' or thew ..... placed 
1n pretortmti.U. llet• Yldcb tall be.bind otber t-equiruento. 

Tbo Preoident has directed "that all •teriel pr..taed UJlder 
tbe Protocol be t'lleal!el! for abipoent at tbe earUoot poedble elate 
rep.rdloaa or tbe effect. ot these ab.ipoente co lJIT other part. ot oar 
nr prOC"8·" 

In order t.o assure CQepllanca "itb tbo Pl'eo1dont 1a directin 
I •• dooit~~~atin& Ill-. 11Uliem L. Batt to coordinate tbe • ork ot tbe liar 
Production Board, and tbe other agenciea concomod 1n a.aturinC the 
tultillMnt or tbe Ruasb.n Aid procrac. 

In certain inatances it • W be necoooary to r oad.juat pret­
eronce ratin&• alreadY aeeigned and 111 acme caaea it ~~ey be necessary 
to eltu exbtinK prioriey dirfictivea. Al•o, whet·o production io -'•r 
allocation, ruchedulinj: MY be neceaae%')'. Ill-. Batt baa oo;y tull 
out.horit,y t o bring about , tbrou.l:h the appropria.to porsone, wbateftr 
r.,.<i juotllenta ~ be nacoasary to effect tultillllent of our cOIIIDit­
..,nts to lluaais on it.>a other tban tini~.hed. IIWI1t1CIIIJ. 

I ...W app:r-eciste it it tbe Secretary or liar, tbo D!Nct.oro 
or tbo Producticll D1v111on , the llateri&le Diviaioa aDd tbe hecutin 
Dil'lct.or ot tbe AJIIIB rlll esch doa1£D&te one poreoo, aDd tbe Dil'lct.or 
ot Induotry Opera. tiona oW du1£D&te """ per eon tor tbe &roeu ot 
Induot.r,o Bnnchao &Dd ooe person tor tbe Bureou ot Prioriti .. • bo 
will be aftila.blo under u.e cone..-1 11Up8l"rtoico or llr . Ba.tt to uaiat 
in upoditin& witbin tbeir reepectift orpnl.tationa all •ttera pe1'­

ta1n1D& to tbo n..........Utione itlu of tba Rulti&n prOVIII• 

'file Prttlident •a directi •• l ee-r•• no doubt ae to tbo poUey ot 
tbe UDited Sto.tea on thiF utter. 

a.cau .. ot ite illpo~ce , I ul< that all persons concemad 
• 1tb l.QT part or the Huasian pro£TUI gift it tblir opoci&l atteoticm 
to aoo to it thet tha Job is carried t.hroui:h ao • • ban pr..taed. 

Regraded Unclassified



t!cttt:: .t: C~l·c 0 ~o!'lt• Ru,.rlttnP e~;.t rr~ llln t.,. ... t'h\-.r ·1 .. ~ n!1 1. tt 

:::-t r,..t. ~a z:..n·• 31 , 1 ~u:-

------
_____ z_:::arch "':-30 __ ~~rc:., 31 

N~e or co=pany : I tec 

~orlean Braee Co~any 
A-orlean Braes Co=pany 
Scovill l~nuracturin~ Co. 
~orlean Braes Company 

Wa1 lln~rord Steel Company 
Allecheny Ludlum Steel Co. 
llethhh~lD Steel Cor.lJ)any 
r'll•th Stcrl1n._ Corp . 
S1.aron' Steel Con;psny 
Superior Steel Company 
Unlon Drawn Steel Co. 
U. 5. Steel EXport Co. 
·.le1rt.on Steel !:o;;..pany 
·:.iol<.orr Drawn Steel Co. 
Unlverelil Cyclopo Co. 
!lewpcrt Rollin,: !.1lle 
U. S. Ste~1 Exnort Co. 
"iHee11n Steel· Coro. 
Tho~n ~teel Co~pany 
Re~ubllc Steel Co. 
Re~ubllQ Steel Co. 
Youn ·•town Sheet ~ Tube Co. 
BethleheQ Steel Compnny 
:.:oLouth Ste,.l Co . 

Cartridge br au 
Braso disco 
Cartrldte brus 
Br ase etrip 

Strip steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
S!leeta 
lHrc 
·.t1re 
Steel •trip 
Tinplate 
Shell etock 
Steel platee 
Sheet& 
Steel 

... Tonna.:e~ ::~":":,. of co:..:rany 

161 
lll 
34 
92 

21 
S4 
44 
17 
!:S 
60 
12 

2 S02 
' 519 

so 
45 
112 
19 

100 
30 

2~0 
55 

61<; 
3fi 

132 

Scov111 Manur~otur1n~ ~o . 
~erican Braee CoQpa.ny 
American Brase Cocnany 
American Braes Coonany 
American Braes Company 

John Roebl ing ' s Son• 
r"ord J.lotor Co. 
Allegheny Ludluru Steel Co. 
Bethlehem Steel Oo. 
Blair Strip Steel 
Jones & Laughlin Steel Corp. 
Sharon Steel Compony 
U. s . Steel Expor t Co. 
Weirton Steel Company 
Washington Tlnplate Co. 
llevport Rolllng MUla 
u. s . Steel Export Co. 
•~eelln~ Steel Corp. 
Ernl~rd Steel Co . 
Otle Steel Co=nany 
Youn~s town Sheet & Tube Co. 
Re_p11hl1c Steel co, 
Re~ubl!n Steel Co. 
Reuubllc Stool Co. 
Eethl!h!r.• Steel Oo . 

(contlnu~d ) 
Otflcc or tM"Secret er y or the TrM&Ury. - ------''-----·----.:.-

Dlvl31on or Research and Statlstlce. 

Source : Procurewent Dlvlslon, Treaoury D·p~rto•n t. 

It eo 

Cartridge bra ee 
Bre.se wl.re 
Brase disc 
Br as e s trip 
Brasa strip 

Steel cabl e 
Forgings 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Steel 
Tlrrolate 
Sheets 
Steel strip 
Sheet a 
Steel strip 
r'heets 
.;t eel plates 
ltin,late 
Cold eheeta 
Shell steel 
Sheets 

Tonr.at_ e 

as 
~~ 

133 

~ 
61 
44 
21l 

251 
gfl 

177 
21!0 
36 
1!4 
46 

44ll 
50 

120 
99 

270 
242 
998 
197 

Aprll 2 , 19112 

Regraded Unclassified



eo t t.o~ ee r :o ror Ruaolene s ~n t. f'ro:a &1 111,. to Pt.1"!e~e-1..,t.te 

:·:o rcr. 30 t:.nd ~1 . 1 $»42 
(cor. tln\led) 

~:arch 30 !-!arch )1 

!lac:~ or eo:npa.ny : It~= : Tonnage I !la::e or coa:pany : Ite= : Tonnage 

Great Latea Steel 
Y.eleet::an Bros . 
Color"do Fuel & Iron Co. 

St~el 
Barb wire 
Ralls 

TotAl ....•.......... .. .. . ... . ...•....•.......... 

O?floe ot the-secr etary of the Treaaury, 
Dlvia1on or Research and Statisti c& . 

Source: Procurement D1v1slon, Treasury Department . 

250 
20 

so'+ 

6. 611 

l{eLouth Steel Co. 
Great Lakes Steel 
U. S. Steel Export Co. 
I nland Steel Co. 
Republic Steel Cc , 
Colorado Fuel & Iron Co. 
Mid States Steel Co. 

National Leek Waah~r Co. 

Steel 
Steel 
Sheets 
Sheets 
Wire 
Raila 
Wire 

Washers 

Total. •••..•. ....... ..•..•.••..•. .•.. •..••.•• 

296 
306 
370 
3M 
243 
834 
25 

__ 2 

hill 

April 2 , 19112 
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Bottom car~o f o r Rufts1ane se nt rro~ mllle to Boltt~ore 

l~rcb JO and 31 , 19q2 

March JO lolarch }1 

Ntuoe or company : Item : 

Chaae Braes Copper Oo. Bra.as atrlp 

Jon•a & LaUShl1n Steel Corp. Steel 
Sharon Steel Company Steel 
R•pub11c Steel Co. P1pe 
Rer ubl1c Steel Co. Sheets 
Keya tone Steel & Wire Co. V1re 

Tonnage I Name of comoany 
: 

Item : 

22 u. s. Steel Export ~o . 1Hre 
Johnoon Steel & Wire Co. Wire 

}50 Ruatleee Iron & Steel Co. Wire 
50 Jonee & Laugblin Steel Corp. Steel 

815 Sharon Steel Co~ny Steel 
"O Un1vereal Cyolope Co. Steel 

1~3 Weirt on Steel Company Steel 
Reoubl io Steel Co. Plpo 
Republic Steel Co. Strip 
Republic Steel Co. Sheet 
Great Lakee Steel Co. Steel 
Keyetone Steel & Wire Co. Wire 

Wolverine Tube Company Copper tubee 

To tal •..•••....•.•..•.•.•.• · · · · · • · · · · • · · · • • · · • • ~ 'l'ot'll. ...• .•.. · · . • · · • · · · • • · • • • • · · • · · · · • • · • • · • • · · 

Tonnage 

1 
2~ 
l} 

112 
50 
25 
7~ 
5~ 
177 

33 
__!Q 

1.!~ 

~Tfioe ot ~he Secretory or the Treasury, 
D1vloion o! Reoearch and Statletlce. Aprll 2 , 1942 

Source: Procurement D1v1alon , Tr .. aury Deoart=ent Regraded Unclassified
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287 

l BottOJD Cltrgo r or Ruaslan& &en t t'rom :n1118 t o ti~w Xork 

• 
March 30 

Nue or coapany 

U, S. Steel Export Company 
Reppe~etehl Company 
Pitteburgh Steel Co~pany 
Cold lle tel Producte Co, 
U. S, Steel Export Co~pany 
Arceo International Co~pany 
Younga town Sheet & Tube Co. 
OtiR Ste~l Co~pany 
llcLouth Steel Co~pany 

Un l ted 'litre & Supply Cot>pany 

Itu 

Steel barb wire 
Steel 
Steel vtre 
Steel strip 
Steel 
Steel eheete 
Steel eheeta 
Steel aheete 
Steel 

Copper tube 

March ;o and 31, 19~~ 

Tonnage 

75 
55 

20a 
~2 
25 

1110 
l!Oo 
200 
54 

__n 

March }1 

Name or dompany 

U, S. Steel Export Company 
Reppenetahl Company 
Jones & Laughlin Steel Corp, 
U. s. Steel Export Company 
Weirton Steel Company 
U. s . Steel Export Company 
\lheel1ng Steel Cot•poratton 
Ot1s Steel Company 
Cold Metal Pro~ucta Co, 
Youngstown Sheet & Tube Co. 
Armco International Company 
Inland St~el Company 

Item 

Vire 
Steel 
Steel 
Steel 
Ste.el 
Vi re 
T1n platea 
Steel aheeta 
Steel s t rip 
St eel aheete 
Steel sheete 
Steel 

'fonnege 

lij 
3t4 
117 

~~ 
142 

42 
456 
l~t 

':'ot el ..•....... . ......•.... . .... .. .. . ..... •••.. 1,2 }2 To tel........ .... ....................... . ...... ~ 

otrice or the Secretary or the Treeaury, 
Divie1on or Research end Stet1atice. 

Source: Prooure~ent 01v1s1on, Treaaury Deport~en t, 

Al)r1l 2, 1942 

Regraded Unclassified



wnsa Ei-!BASSI, 

V4Sii!J."G!Oli, D. c. 

2nd .l'prll , l9ll2 

11. 1'. 1026 /'Il+/120 /ll2 

SJJ'i I!AllD 

Dour ~. Dietrich, 

I rof~r to our o:eworandum IN. 13/4/12/41 doted 13th Januar. 
19ll2. I tllilll< you will be intercotocl. to hear thAt enouirloa ,.~· 
In ll~eno 1 A! reo nov obov that the total ....,Wlt cred1 ted to t he ~r-
:::an .<.a1> ... 1Y vu not 650,410 :peoo1 but 755,000 ud that t bi -
vaa &ada up aa follov a: 

1 

amount 

Gorar.an ~ba.aay o:x:pe.1ses ! or October. ::ot'e=ber 

Ct: :~~=::r ~ .. !~l;!~t. ihi~ '1~. i,;i~~. th~ ·'- · · Pecos SJl,C<lO 
=•~thlr a.ount of 2CO,OOO peoo1 which tho 
Central Bank II!.Y baa been fixed 01 a u:d­
aum thot each of tho Axle Z..bao1ie1 11 
allowed t o drew. ) 

Upkeep of Grs.f Spec aailora fro" October, 1941 
throusb Jonun.ry, 1942 ................... .. 

II 224, 000 

'i'oto.J. • 755.000 

288 

Thl1 Informat ion vao givan by the Control Bank, which heel. f irst 
d11clo.lced all lcnovlecl9 cf the trN>Iactlon but prom1ed to loTeoti­
GI'te. In view of the fact tbat the total t1gure p..cn bf them is 
lerpr than tb&t quoted In the .,eaoronciu» referred to abon, I tu.-cin• 
tb&t the tlcuru ~ be t8ken &I boln& correct. 

'i'he opl)Ottw!.lty vao talten to ulte enoulrleo of the Central Bank 
aloo about oo110 further Information troa a o!llllat oource to tho effect 
thnt on Jrd J'ebruarr, 1942 tloe lloJ>CO A.loG&D Tranu.tlantleo, lluenoo 
Alreo ad'fhod the llelehobanl<-, llerlln that the latter'• oeeount had been 
credited with l million paper peoo1. Tblo vao ot atod b7 the Central 
Bc.nk to ban boon a tr8llafer from tbo llelchobsnk' o account vlth tho 
! r.nco de la Nacion to i ta account with tlla llcnco Ale1:1&11 'l'ron..,tlantlco. 
Tbio, being an Internal tranaectloD, did not r.aed a perDlt f r om tho 
Central llank, e.l though tbe uoo to which the pe ooo 0107 bo put will be 
lubJect to tbo oamo reotrietlono a1 when the money w6& in the Bcnco 
4a la Yaoion. It mnJ be pointed out, bove•or , tb&t there Ia a certain 

. 
• 

Regraded Unclassified
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bene!H to t he enelQ' in the trano:!'er b7 reaoon of the i>rpron:oent 
1n the ca oh pot1t1on of the Bmco Aloi:IAD Tr&4oetlent1co . 

I ..., alao aending copi es of th1o l etter t o Mr. H1oo accl. !'r. 

Pohle. 

VJ . iTaok Dietrich. 
0. s. ~eaaury Departcent, 
Foreign Pando Contr ol, 
liaol>in&ton , D. C. 

CO?T - <Ill a 4/}{42 

Youro oincerely , 

(Sisned) R. V. Polin 

289 

Regraded Unclassified
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Il1 ropJ.r nt.r w 
:..a 851 J.l18fJII 

J.prll 2, 19ila 

!lui S.Crotar)< of Stata pruoDh bla coliPll&ollh to tho 

Bo11orall1o tho S.crot..z7 of tho !roa rur7 aZI4 tru oaita horovitb 

o cow of a deopatch froa tho .blorlcu CoDIIlll "t llartllllqu. 

d.ate<l llarob 24, 1942, rel.&tiDg w ahipaoD to of honcb O.U.... 

cold w tha J&DI< of Jrad1. 

lllo1oruro a 

Cow of doopaicb 
fro• llart1n1que 
of Karch 24. with 
t noloeure. 

Regraded Unclassified



c 0 PT -
M&rtiD1Que, Y.V.I., 
Maroll :ali. 19112 

291. 

In q1UI4nlpl1eate: all ccp1ee 'l'ia la•&l Patrol Plue llarch 25 to s., J....., 
lhtACt PN>a1r. ODe cow 'Yor Dbieion of Co-rc1al Uta1ro•. ' 

Sh1~ch of l'rftlch Ouialla Ool4 to tho !.U of !t-asll. 

I ht.n tht honor to refer to the Dtpartlttnt1 o toltc:ru llo 47 of ll.vch 2} 
10 P•• • , roanr41nc the 'ErtaiiUI'f' o reduction of the M&rch txc~; licoue for the 
runch AnUlltt and O.UU.. , and to report that tht J'rench financial J.ttacho will 
1uppt;r the 'Erto.tur;r Departnnt w1 th illtormation b&ood on tho attached tal>lo, at 
vell ao tho f ollovillc u planat1ontl 

Gol d txpcr tt 1n 1941 t otaling $1,056,965,57 product a monthly anr..,. of 
$88,000 , thouch f &lliDg progre oo1nl;r fro• $95,000 in the !iret halt to $81,000 
1n tht u cond owing t o lack of ga....,U, mercury M4 labor. hporto iD Jonuary 
omountod to $8},1}9.91, while two talto wore :a4t iD J'obruarr1 ono of $}9.992,21 
oo FobJ'UU7 14th elld another on tho 2Sth, tho proceedo of wl>ich had Mt yet 
buo ropcrte<!. on llerch 2lot by tho :Sank of !rn•U. !l.'ht gold &:'rino iD :&tho 

/!o,.. At IUo de Jondro, llhoro H 11111at be ""lted and refiDed, to lh&t the procttdo 
art mow onl¥ after conaiderablo delq and therefore eu not be tr:>::l$!errod to 
t!lo J'rench Oo<rei'IIDtnt •c• J.ceount iD low York unt il o.ftor that del&T• 

J.o lone at J'rench C-uiana' t outyJ.t of .:;old eont1cuoo to bo oold to the :Bonk 
of :Br!':il, ao bat bean the eaoe o1nce the oehure by tho .Sri tilh at Trinidad of 
the lhi pct nt men tioned iD 1I!T despatch llo. 168 of Yt bruary 11, 1942, 1t 1o a ti.Ja3>lt 
natttr fer tho .AI::er1cu Jabaooy 1n IUo do Jeneirc to chock the figuroo ginn by 
the Bigb Commioo1oner. !l.'hia coneider~tion . combined >~tb oaat of Tor1fic&t1on 
lllrcuch 1'811 J.morio811 J.irvo.yo (tho excluain co.rrier ) , u :plaiDo i n 'O<ll't the Hie!> 
Commi at1oner't <riolent rtnct1on (page 2, ~ deopatoh 194, Moroh 24} to tho 
'l'reatury Depnrtment ' t recent action, which be interpreted ao r efloctint; a fttliDil 
•• cur part lh&t ht vat t !'Pil& to n &4e our control . 

Vi th r tfueneo to q tolegrOJI llo. 68 of Much 14 9 •·• · , the Hi.gb 
Collllllin1oner baa requeoted tho Yine.nc1tl J.ttMh& to am>ly for an increase of 
the =onthly 11co.not 1n order to produce a new f !.curt of $1,200,000, wbich I 
reccm:en4 be c:raottd in to fer at Jut Hf1ed b)' iae>roatto iD tho coot of CI>Ob 
wllrel.&bt t iDct laai Saptaabor. 

lo.eloourt a 
Mo1tthl7 Prooeedo of Ool4 
Solei to !radl. 

CoPl' to t.lbau7, llio cit Jaooiro. 

M. 11. Milli e• 
J.mer ioan Oontul 

J. trut COPT of tho 
ti&nod or1!:1nal. ale 

ob:copy 

Regraded Unclassified



O!!!cc of tbo K~ Co-hlioner 
o! tbo 7rooob Sto to to the :French 
,i:!t!llU .ad OllioA&. 

lbclo8UN to Deep. Jc..l::,! . 
llerob 24, 19'-2, .a...n.c.. 
CooiRllate, llo.rtWqw, J'.Y. I . 

J'ort.-.~.....,.....,0 , Mt.reb 23, 1942. 292 

Direct 
dollar 
proceede 

~................ . 41,975-c6 

.&.,rU •••.••••••••••••• 

Yq. • ... • ........ • • .. • 

June •••. ..•••.•....• • , 11,110.03 

JuJ.r •.•...•.•....•..•• 

Au,;uet •••••••••• •••••• 

Septe!!tb&r •••••• •••••• • 

October • ••••••.••.•.•• 

loY~ber ••..••.•...•• • 

Dece:aber, ••••••••••••• 

fotal 1~1 •• ••••• $148,242.16 

JGAU&r7••••••••••••• •• 

l'obl'U&17 
(14 th •••..••• 

(28th .•..•. • • 

!o tal . .. . ....... . 

Dolw 
O<tUiYalon\ 
ot m11re1t 
prOCtedo 

$123,807.43 

42,2}4.&4 

69,472.}4 

101,367-39 

90.263-90 

58.322.79 

1}4,035-89 

66, 712·93 

78.9}6.61 

85.742.42 

57.626.87 
$9(l8,12J.~1 

$ 83,139-91 
39.992. 21 

' 
$133,132.1.2 

llonthly 
tctal 

$ 117,026.42 

s4,a)9.90 

92,6}0.08 

114,661.85 

101,373.93 

58. J22. 79 

134,035.89 

72,198.81 

78,936.61 

85.742.42 

57.626.87 
$1,056. 965· 51 

$ 8J,l39.91 
39.992.21 

' 
$l:l3,132.l2 

lloteot locoD4 oo1111:111 at t1curoa baaed oo $1,097•18 per ld1ot:ruo ot t!oo CD14• 

'!bo JanllOr)' a:l4 J'obrutrT llh1pmooto oro combined bocauoo all vero malted 

oD4 rot1oo4 at ono tiM. 

Regraded Unclassified



293 
W 'PISli ~ST. 

11.lSBlliG'l'OII, D, C. 

V,T, 1034{8A/l3/42 

Dear l<r. D1atr1eh, 

llanco ltal1Ano-LI.aa 
(llAneo da Crec!i t o ~1 Peru) 

I aa eenc!i~~& you e. """or andWI which ve 
han receind from our Lega tion 1n Lima reCf'rc!ing 
tho l!oord of thh bank ao reconotitutod , vh1ch ""Y 
be of 1nteroot to you. 

A copy of the 111omore.ndum h abo being 
oent to l<r. Bloo at the Deport~ent of St ate. 

1<r. J'rank Dietrich, 
U. s. 'i'rellOur:r Dapart,..,nt, 
7oreip l'wld.o Control , 
1610 PMk Road, 
Vaohington, D. C. 

OOPT - c1a - IJ. {3{42 

Tourt aincerely, 

(Sipc1) R. V, Pal ill 

Regraded Unclassified



UICO I'fJLUIO-LIM.t. 

(Banco 4e Credlto dAl Peru) 

294 

Ao ve han alreaey reported, tho Be~~co Italiano ot Peru 1a nov 
the l!aneo de Credlto dAl Peru and the Board of Direetora io: 

Preaident 
Bon. Preaident : 
V1co-Preo14ento: 

l~ing Director : 

Enrique ~o Pu<lo 
Juan JTancioco R&tto 
Andrea lloaiclia 
Aurelio Diac Ufnno 
Carlot Forreyroo 
Manuel V. O...baldoni 
hedoriclc J . l!J.lno 
!motto ~1col1D1 
Rollin Thorne 
Ernetto llepani 

Gino Salocchi, formerly Preoldent of the Bonrd ond ito eontrolliDB 

influence until about tvo yeoro ~ ~en he went to Itoly vbere he hoe 

oineo recalnod, h&o reoillled. Be io "" Italian citi1en. 

The on:ly Italiano nov on t !le Board are Juan :l'rueilco l!dfo and 
Andrea lloo1gli a, both ot vhoa are ~ery old men woo taka little interott 

in buoinooo mattero, and !rneoto Magnani, the actual Mlna«ing Director. 

Mp,gnani h an aatute "'"" ot: $!fa1re who takes no part in international 

or loccl politico, and vo ba~e never been able to connect hiG vit h any 

Faociot or ot:t:ieial It&li&D aetivitioo. 

'l'lle t:ollovin& aotu han been obtained !ro::. Mr. '1. J . llilne, tl:o 

llritiob -ber of the :Boord. 

Tho ficnr• • in br •olceto &iter eact> """'a nue ct.• tho year of 

hio oleotion to the Board of Director•. 

:l!nriout A,ru].o (1935) Pruidont. lle.Uonality - Peruv1Ail 

A wo&ltlly and Wluontlal """' connected to vell-lcnovn fo:>illeo 
in Liu, Ilia vito (e couoin) """ a Pardo vhooe unch, Don Jooe, h3t 
been tviot Prooidont ot the Republic. .:Z.. Ayulo bao nnor taken an 
activo part in politico. With the exception of tho Bonk, ho dcvotoo 
~ott ot bit time to hie pri~llt• invettmenta , and he io e Director of 
nriouo COlllpanieo in ~ich ho and hio taaU:r conlloctioao hne an 
1,Dt.eroat - aaougat thea• 1• the w,g.er eatat-e ot !U:::;.a.!l. ovne4 by tt.e 
ta:>lly. ror the latt tvo ,eera, lir. Ayulo boo taker. a "ry o_ctiYo 
intoreot in the Benlc (of vbich ho 1o a larce ohoreholdor), and l!>•ndo 

a creat ~art ot hlo dq thoro. He hat boon Actin& hooiden~ ill :~ 
' (S S 1 ccbl ) until bo vat elootc~ to w~ 

absence ot: the Preoidout r · 6 0 ll d lli 
poot recently • Sr. Salocobl ba'fiDS redped !roll t ho oar . • oym.-

petbiot oro pro-All:r. 
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Juan !raneiaeo Raffo (1909) Ron. Prttidtnt. Jationality _ Italian 

Sr . Raffo - nov vell oyer 70 - caae to thia country a t a young 
.,..,, He h conoidered to be very vealtey, tlw foundation o! hie 
fortune bein& the SOlita Ce.tnlina voollon m1llo. ~ ovno eonliiierable 
real oet at e in Lima. To ~ knowledge, he hae no bueineea connectiona 
with Italy and all hie intereato are in Peru. He vaa at one time 
Procident o! t he lloard, but g&n thh "4' on account or ~ and failiog 
health when the poet of Honorar:r Preeident w~e created for him in 
appreciation of hia 10"4: connection with the :Sank. Tho prooent 
Mlnioter of Jinanee, Sr. DaYid Dnaoo , i t hit eon-in-law. 

Adrea Jloti5li& (1909) Vie•-Preaident. llationality- Italian 

Settled in thie country '"' & :ro'OJIC man and he h nov 86 :raaro 
of ace. He h eonaid.ered moder atel.J' vcaltey, hie intereah beiog in 
!Graioc. l!e ovne an extensive tar"' betveon Liu and Callao. I belien 
hil vilita to Italy ban been tar and t ow betv .. n. J.o tar u I knov, 
he hat no intereato in the latter country. 

Aurelio Diaa Ufano (1924) . l e.tion&lity- Spaniah 

Sr. Diu Ufanc hat been in thit country !or zan:r years. lie ... ,.. 
e.t one time connected with the !lour millins lnduatry, but nov livoo 
on He pr iva te income. I believe hi a aympathiea to bo pro-Ally. 

Carlo t l'err eyroa (1937). lle.tionality - Peruvian 

Senor FerreJTOS 11 a young can yery urom1nent in cozgercial 
circlet He tiiiCceeded hia father •• head of tho PeruYi&n tirm ot 
Bnriqu; Jarre:rroa & Co . lie h very actin Nld hit tlrm and ito o!!­
ohooh (at ZXDOrtadora Peru&D") do a lar~ i"Por~ Olld expor~ businon. 
He ~&kat no pOrt in politico. I haYo oYer:r reaoon to b:lieve his 
aycpathioa ere vi~h the Allieo. Re it on oloaa torao o. ;rlendohi~ 
with Sr. ~o. vho I beliOYO hat an inUreat , it not in - orique 
i'er r:rroa & Co , itael!, in tho abon othhoot . 

V.IUlutl V. G>abaldoni (1921). llatio:;al ity- Parudan 

, b&Ck lie 11 the o·.mcr of tho 
ltaliaD deaeent tvo genorat.ono :B t chalor & Co. vhich """ founded 

nrinci~ol lumber mill in Liea, (P . Ldoe:aood) vho took Sr . Gabe.ldoni 
by an En.~l1 ahmall ot thr.t ne.mo ar~~n Politic a. He h&o alwe.:r• expr .. aed 
in~o pllol'tnerehip . To.J<eo no P d nov Anti-Japan•••· . 
hhtael! u atron~;l:v ant1-Gerll&ll an 
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lrnesto !l&p&nl , l!a!!ac1DG Director (1939). llatlonnlitr - Italla~~ 

Sr, llagn•nl wao appointld Kenacer in 1924 and Joined the :Soard 

ooDO two :yeoro &CO · He h capable ud. nry hard-vorldng. Hh inttrooto 

ue enUrol:y centred 1n the atfeiro of tbe !aDlc, He h vtll t holl8l>t of 

1n buainllt lll>d Ocr ... rl1liMint circlea. I 4o not think that hh _.tb1ao 

are with the O.ru.na. 

Frederick J , Milne (1911). ~at1one11ty- :Srit iob 

·-Born 1>o i'eru aDd baa raa1ded. in tbia countr:y ainca b1a acbooldara 

In Bne;loJ>d, Chairman of ll1lne & Co. (llri t1 ob capital) founded in 1815, 

and llirector of Cia . Petrolara Lobi too, Ci a. l!ol1nera Santa Roaa Ltda. , 

N>d other local co=puies. 

!rcooto !Ucol1n1 (1939) . llaU onality- Perudan. 

On hie father ' • (Luia Uicolini) death, ho oucceeded hi m on tho 

Board about t wo yearo a&<> · Rie f 11t her ( Italian) lind In Peru moot 

o! hia life and otartln& aa a IIA!lu!acturer of aacaroni, l ater !oucdecl 

an illn:ortant flour 111111 111 Lima. Sr. Erneoto llicolln1 M.o bracched 

out In other directiona, baTing acquired farmo, textile ~illo and o11-

cruo!>i ng -oluta. Aa to bia I J'liiPe.thlll, I han h.._rd hi• IIDut~ olony 

that bo ie of Italian natioaality ~d I be1ieTe he Ia anti-Geroan. 

Rollin Thorne (1919) . Nationality- PoruTi&n. 

Ot A::ler1cc.J.\ Deacent t vo or three genere.ti oDa back, I first kDcv 

bta as an c;;:plore• of Keaare. Dwte&D :rox & Co. Ltd., befor·o atart!~ 

up on hia ovn, alace when ble 1ntereata have been aainly c~~•cted vlth 

agriL~lture . I believe h1a feelings to be pr o-Al ly. 

llritioh Le.-tion, 
Lima, Peru. 
23rd March, 1942. 

COPT - fd - 4/3/42 
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TREASURY DEPA RTMENT 
29? 

INTEJII OFFICE COMMUNICATION 

DATil AprU 2, 1~ 

ro socrot~~~~ 
~\~" 

1100" f'!fr. Dietrich CO N FIDENTIAL 
Rocio\orod otorliDc t ranoactiooo ot tho reportinc b&Dko woro ao tollovo: 

Sold to c.-orcial coocor.,. 
Purchaaod frca c...,orcial COACtno 

£ 54, 000 
£41,000 

OpeD aa.rto\ otorl1Dc hoold at 4.0}-}/4, wi\h no ro-ported tr&D&actiollo. 

thAI can.41an dollar, which haa aOTed off 4Dr1Dc t b.o put fov da:(o, r._ 
... oro4 to clooo at l~ 41oc0Wlt toda:(. Toohrda:(1 o ti..D.al quotaUOil voo 1}-1~. 

ID low Tort, clooiD& quotatiOAa tor t ho torolcll carroncio1 l1oto4 bolov 
vert u tollovea 

1r1ont1no po1o (troo) 
Jrao111an a1lro1o (troo) 
Oolcabian peoo 
Mexican p ooo 
u........,an pooo (!r oo) 
VOiloauolan bol1T&r 
()ub&n pOl O 

Ill ordor t o illcriOUO \ho Stab111oaUOil 7WI41 • cold bolOIICO , wo purcbAooed 
$1,15() ,000 ill 10ld !rca \ho o--ral 7W14 thrOQih tho low Tort Ulq Oi'i'ico. 

lo Dow 10ld __ ..,h voro reported. 

~.~. 
Ill Loli40il, opot &D4 torvard oilnr r.ailled at 2}-7/1&4, oqv.iTolct t o 

f b.o t roaourr' • purchaao price tor torolcll o11Tor vo1 uocbAoDCeci at 351· 
iaodJ ODd llaraan' 1 oottl•Oilt prico tor toroip oil TOr woo oleo u•bollled at 
35-1/81. 

Vo aedo no purchaaoo ot o11Tor toda:l• 
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Cow 11:>• _JJ 

li!ITlSH IIOST Sl!l:RBT 

(o.s. szatET) 

omL !:O. 108 

Wo,.,...tion ucei...S up to 7 A, U, 1 2 AprU, 1942. 

1, 01A~J,l, 

10 lbnrosian mer ohe.nt ships, under Brttioh chortor, nhich loft GOTH;;.~. 

B:1Ui on the evoning or t he )lat in an attempt to reach a British port, uoro in+.e .. ·­

eepted by onoJIO' surtaco ere..tt And 41rcrai't on t.he N..rat. 1\10 t.o.nlaor a were serieu~l,v 

dMosed and probobly swlk, two ships roturned to COTHENBERG, four turned bo.ck l:L• 

.;v,.u~h torrltortal n.tera, one was reported a,around north of GOT1C.~ and or.., 

«:utu.cl to a ,.,id ca pblro, H, !l, subaarino tJIGl! Mink an •l.iht inch Cnd.aer neo: 

S-;:!:ctOOLl on the aornt.ng or tbo first. Dtn-tng a heaV alr·r&id on MA.I.n JCSt.cr-l-;. , • 

• ..., H,U. aul:aarinoB ... re cunk and one c~aA>sod, One officer at><! 33 rat ing• ..,.., 

c.1!!"111{i. fQurtee.n ahipe of tho convoy to RUSSIA have nov n~aohed HI.IRMAJ6K. a:~ 

' , S::O ton UNin:D STATal ship nns torpodoocl on tho 30th and two obips sre s tU:. 

mmHil• PROlE FROm' : CUr attacks on S;rlEDAUOO on the ) IJth were suec.c-.~: • 

·uJ., tho road block no finally oponocl up oftor hard fl.ihtins, and thooo of on:· 

:"o:i."Ces prev1oual7 cut orr reached PRCl2. OUr troopa aro now eooeentratod in tm 

:!~~cncloc.t aroa or ~. (m 29tJ1/J()t.h our river p!lt.rol not1lla lolt tvo Shipe 

ir . .._~ ·rc-·~ on tho lJost lbnk or tho lllJUr..I.!JOr. 

1'0U~(i00 FRONt : Chinese roint'orcG:~ent.s hove joined up rlt.b tho de.tendcl B 

;,. " ':'CU'COO, and a nov Una has been !'ot'Wld nort.h ot tM t.oWn1 with batt.allona fer -

~~""0: on both tlanlc.e . 

, • Am omu.now 

§ p « FRONT. Firat. ll 8oAtone1 with etl'one fi(thtor eso.orte, e.~ 

.. ,. ··~oi an &I"'DDd moroha.nt veaool at 90ULCX:a<E but r onulte TIGre obeourod !::&' c l oud . 

OMJII)" now 120 Defons iVO Patrols but no flshtl r teult.odt One Joston W&d 

~ · lgbt down 1n1.o the ... by anti-airera."t fir& and another oraa!Dd on r e turn. 

rL•:.t/Seeard . 18) aJ..rcraft despt.tchod. H.WR! 57, Rn.Uqy eca:unicationa ~'«?\!~. ­

. _...,. tJ><I lbrtb-!loot G!RIIA!II 49, lhtford llorks POlSSf 41, ... llin1"8 ~. oU r<:fi"·"-• 

>;-.;•;r 4.. Intnldoro 12, loa."leto PJ..~lS and LI1U S. A IU'r!•~.no clcol:ro1od o.~ 

.hz.."lA."Cre 88 and. 4uaaod M.OtJ-.cr at !:!Iml ~. 15 Jc:Dbera a..-. ais:.d.f181 ooet c.~ 

thOl> t'rat lbrth-17oat OEIUJIJIY. 
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~· 30th/31st, 20 'flellingtona bombod B.llt«l!IAZI lhrbour, ScaU 

formations ot onomy aircraft attacked our lll!ldi.niJ growxls, One Tomaha1?l< was shot 

doon. 

!!ALTA• On 3lst/lat, In o.ddition to those roported yootor<icy1 a tot~ 

or m encll~Y ail':lraft coooentrated their attacks on HAL PAR a"Xl Gi\..\ !li EM!IXIR, 

"" !1:'1111 un1 ts wore hit, I!AL FAR rendered unaerviee<~blo and 11111\l!l d&l:ll!ge caused el.•c · 

.:!vlro. Six aircraft vero destroyed on tl>e growxl and seven others <'.lllil8ged, 'l':lr '" 

er.JIIiY aircraft wore shot down, throe prob:lbl¥ destroyed an:l three :l:tn:agod, 

~· 31st, A total or 49 enemy aircraft attacked IW:'!B, also LASI:t'' 

OJrodrome Md railrlllY station, without eauoing oorious dallltl8~• llorale of labov 

UlV'.i'footed, both railway station and aerodrome still in full operation, 
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Cow No.~ 

!JUTISH IICilT S8:R!T 

(u.s. S!I:RIT) 

Follow1.ac is eu~tuy .... .._ r u 
tl:o ;oeriod lfareh 26th to AprU 2Dd, 1942. 

0 
opoN onal ••onto eover:log 

1. N.LV.Y, 

A Russian convo:r •• attacked by a..1r, eurtaco cratt and tJ-boats 
n !s t.hoUIJht ot 1oaot aix, lloat ships reOA:hed IIUIUIANlX oarel,r but t str h,. 
are atUl W'14CCOWlt.ed. tor. !flO au a 

Two air attacks oore IIOdo on IIURJWfl]{ 1n tile oeeond hall' r u.r h 
So ~t,ha vere hlt but there 1ms ac.a daa.e.ge to port 1natallat1on.a. Up to 

0 

31st c • 
IW':~ 1:!'7 ohlpo heel boon convoyed to Rl5SI.l a.nd onl,r fOil!' loot, 

U-bo&t aothity has been conoicloroblo near CAPE !lATlERI.S and 
ood.,.oto oouth or 1'IIE!TCirN a.nd ott L~U. It io oot.laot.d tllet r at.ller less than 
~-1 are oporatins 1D tile Atl.anUc, 

• Sh1P1'1D8 losseo ........ less than ot late, Gl>t or oix ahipo att.&cQcl 
'13 ~-l-oot ti .. ..,.. 1D tbo ll .. toru Atlantic, Dur:log tOMlt o:x!:log first AvU U34 

IM;>S ..,.. eonvQ)'WII. Iioporta into Great Elritain bT abipo 1n eo:>TOT c!uriDg "ell: 
•:>!il< 23th lll&reb -- to 1,006,000 to,. 1De1ud:log 16o, '100 t.ono ot oU. 

Mo -.,Jor cballges 1n Japane~e Hsval cUapoalUona.. 1ha1r ! oreos are 
:-t,or!.od to have oceupiecl SJ.NrA C.'lm a.nd !IK:OPU ISU.lllS (llorth or !l!:" !e3Rl!ES) 
ltld ~AISI, oouth at BOOOUIII'IU8. 

WWilo\• ()> tbo Russian Front, althouB)> tho thaw has begun, it io 
:':'ee:inJ OG&1n 1n • - placos a.nd huvy fieht:log io eont1nu1na. Both :ddes have 
>een attoOJ>t:log to piDeh out oalients, '!be Gornnno have ouoooeclod in bold:log their 
il:;'ortant ad\oanoed poo1 tiona toward• !lOOCCll, 

mlol• lbf...-tioa recently roeoivocl indicotoa tllet tbreo -
::n!'o.!ltry Dirtoiooa hove been totWd .uizlg o total ot ?6 Italian Divio!oa' idonti­
~. Ih ocldition thoro are .... ports tllet o - .,.__ Divia!oo iO bo:log ror.ood 
::N: RCII!. Now IhhDtrT Reginents !Ott' a !llrtl>or o~bt ~rta1nno tod.lt in ~c 
~-:..~ 

.MLJi. lhCil""8 bu beea. a revival or l"''par''b o! M im:loent Ge:rmn 

u•e:Ut oa ll.t.L!l~ recent 1ntens1ve o1r --to MT be • Ffll.idn&r7 pbuo 
=~ -,Mab G!IUI/ollt -:r ho;>e t.o - doom roailw- of carri•on ou!'f!ciet.l;r to 
:ustL.') ueoult oa "- Isla:x!, On bolanee, it is eonoidorocl ot._t at ::eutralba­

:.1Cll b _.. probable than ..... ult . 

Clif.t!IJ, :rsug . Wrge scale acUrlt7 cont1r.uoa t.Dd the :hree :IIJ.n 
:sle.ndo 1:111t - be COI>liJdorecl Y0r7 otrcll8l:r rcrt itioc!, tho anti-d;rcratt ccncon­
;=-a~ion boiziG tile lArll••• Jmo.., 1n mr or the Gonoon occU?i:x! areu. :ben u 
:.owvor 110 ov14onoe that tbia nork io ~ but dotono!va in charocter, 

3. am omtmplli 

mtSJilV( fROHt. ftle ehiot event .aa t.M h6&Y7 CUJi very I'UCCOGI!'ul 
attock "" Ltl!!ECI: 1D wMab tbo prcportio:> or incO:xU.orT to ~ p;>loai ve '>ocbo .... 
~ ~at :rot ~:reel bT the Ro7&l Air ?oree, Durin( tho pori:x! ~ co=&nd 
dro;>pod 52) toa.l of b4h oxploei.._ a.nd nooarl:f 58, 000 (about 1.1.0 to:>S) ir.cendiari.oO 
ll&1nl,r <nflr :tocr~t G!lllilJII, Coastal Cca&Dd, 1n oclditioa to ohi;>pi:l!; -=toc~io:l 
pot>d.a a.nd attoeb oa .,..,. obij>}lDg, la1d 185 a!noa. 

116Wo\• !1or.7 o1r reid• ccatimlocl al~ the total :D:1!>c:" o! e:>e::7 

ah=e.tt !molnd, Le, 580 - ~bl:T loss tbo:l 4l:'1.l>i the ~"-'" nel<. 
~ losooa -. :n deatl'G)'ecl. 

~·~· i)A3lri:I as a<taelaod - ~ bT clq &31 &lEo _.t­
omocl i ta tirat ~ t raid. .1:! l..ocr6U~ toll 1o boi:lc takcl1 o! · · ­
&l.rcratt attack!.cc tb1a oroe. R~~.l'. &!>:! li.S. &1.reroft retaliotec! su:coosf\lll:T 
o.> ahippi:>c a.nd -...sr-• at I CE!' A£ a.nd W • 
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COUXlNB• 'fbo J11ppe0 Rail~ warll:ahop bu ,._.OiYOd YtJrT !Joavy 
~ - l.lrso b •lldl nc be1Jls c.-plete4 dorlro1o4, !be h'&Da Clout!> Rllbta:r 
r..-b ~~ U.O.t oerto1DlT o .. pletclJ' dostro)oecl, !bore 1o al•o utoMiva <I-ce ill 
1>lil t Ill' ...... 

lllllo· Both tho Gemania and DeutaohAI llorko Shipyvds obow signa 
of beinS hit, A ~,800 too l.1nar io thought to bo V..t out and Notinc on tho 
bottc8. 

11111111• A letter doted 3l'<l tlaroh montioM thot o now U..bont r ood¥ 
to loavo was destroyed, 

~Nl!RAL· Ronowod reports ho.vo rooently boon roeoi vod doscri b:f.ng 
tho German ~blio o dro.d or our boavy booobo . 

LE WIT. Photosropha taken diD'iOC tho attook on 2Sth llarch abow 
at least t101ftt7 buret& ill tho ahipyard, 

s. OPfMnPUAL AlRC!WJ BArnA CASlJALfllS 

Kim!OPOLilM« """t 

In t.bp Ai£ 

lloDboro s6 
Fighters 10 
Cons tal. _3... 

rotal 75 

2 pilot. .,.., oate 

ib:bero 
Plehtor• -

Britbb 

In t.bo Ur 

5 
8 

Total +-
4 

+ 

Boclboro 2 
P1slrtora 10 

- . -1. 
Total lS 

Destroyed Prob, 
I!RI!t.l:stDd 
~ 

Boclboro 4 2 
Fighters 25 10 19 
Misc. _L 

Total )() 10 2l 

&lllll 

Dos trO)'Od Pro b. ~od 

~aa:2m1 -· iii 9 27 

l'l.gbter8 ......L .1... 6 

Total 23 14 )) 

or tho aboVe to~ u _. dea­
tro,...c! ono probobl¥ dootro,.cl and 9 
damoeed 'tv anti-oiroratt tiro . 

&1m 
Dostroyod Prob, 

Qootrgypd 

- · s 4 Pishter• 2 3 
IU.sc. ~ l 

2 
l 

\'ot&l ll 8 3 

l pilot » oaro 
110'111 

or tho ·- to~ 6 war. do.­
l:roJ<Id b7 anti-e.ireralt tiro, 

t 1o tolcaD at - o1roratt d&otroyod oo tho around ill =:,00J."::z'tro or or Srltisb !laval tirortl't ouualtiu, 

6. msra;;mm 
No total cuualtin• week end1nc OI:«J/l., Regraded Unclassified



UN!Tm STATU GovaviMan" 

COORDINATOR OF INFORMATION 

~.o.c. 

April 2 , 1942 

Honorable Henry Morgenthau, Jr. 
Secretary of tbe Treasury 
Washington, D. c. 
Dear Henry: 

Enclosed is the 1\eekl y General 

Directive of t he British PWE. 

Sincerely, 
• 

~ 
William J . Donovan 

Attachment 
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1. Pol1cr. Make no aentioo ot 

2. Pr opaganda Policy. a. We are approaue:rn,..-/ 

critical pha .. o! the war when brunt land !1Jht1n& wildly 

to be done by Russia . In a mUi tary senao we will no t be 

he roie fi&urea as we were in 1940 and as the ~-- i "~• ans are 

in 1942. We should exploit the extent or our assistance 

to Russia to t he ful.l as our military effort will be Judged 

by it. Anything that we can do in tho West, by RAF or other 

raids, ahould. be tied in with the &stun theater or the war, 

ancS thus &ive it a s.r eater sense of purpose, rather tb3..D r esard 

it as a secondary diversion. We cannot co turther than this 

safelY a t present. 

b . In the conducting of 

warfare it is necessary : 

f.il:ll: That our military achiovo:onts be 

exploited in ter=s or actual fighting or othe r aspeets or 

our war ettort . 
~: That outlook of tho BrH1ah people 

should be exploited showing : 

a . An increased under•tandin& of the 

European problem and the part they must play in 1 t. 

b. 1 deter=1.nat1on t o bu.1l4 a new 

Europe on lines fair to all and capable of aupplyi n& the wants 

or all and not to return to t he status q\IO befor e t he wa r. 

We auat represent ourselves politically as peopl e not only 

v11o rou 1 and capabl e in war but able to look torword to the 

probltml that Will concern us and Europe in peace and c~ence 

to srapplo with their solution . 
c. We w·ant to got the conviction into 

Europe that: 
llt4l: Wa are 1D the European war, heart and 

soul, and do1na avery possible thing to burry the victory 

that Ellropo 4e1'U ... 
5fson4; 'l'ba t we depend on Ellropo and l>urope 

depend• on ut tor their ao:t our own ruwre well-being; that 

tho part • • ba'fO to plaY ln Euro:>e 1a both d.ea1rable and 

ne.c01atry. If this thought san be inatUltd. into the •lnd• 
Regraded Unclassified
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or the audience, political hope and 

that we can inspire will offset the «bsence of striking 

military achievements by us. 

d. We should r ecall Hi tler's record or 

consistent mi scalculations during the week, before the 

German counter-offensive, by reporting his earlier 

announcements . 

Regraded Unclassified
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~{ARCH 26-APlllL 2, 1942 8EORZT 

Coordinator of InfonnatJon 

THE WAR THIS WEEK 
As strictly military events reoeded llOmewhat into the back­

ground during the past week, India emerged to occupy the 

center of the international scene. Sir St.afford Cripps i.<J 

to harmonize that country's deep antagonisms in 

(..,o·BritAil•'s most reamt compromise, but this plan is now 

seriously threatened by the resistance of Mahatma Gandhi 

and the All-India Congress. 
In the Battle of Burma the Japnncse are being stoutly 

resisted llOuth of Prome and north of Toungoo, but their 

advance toward the critical areas of upper Burma has not 

been arrested. At the other extremity of the Japanese "line" 

(in New Guinea) torrential rains have impeded their nativity, 

but recent Japanese air reconnaissance reveals their renewed 

interest in the islands of Melanesia even as far south as New 

Caledonia. 
The continuing lull in the Mediterranean and a fresh f 

analysis of the Axis poeition there now strongly inetines 

military observers to the view that no large scale offensive is 

to be anticipated in that region. The Axis, it is betieved, has 

insufficient strength for concurrent offensives in the Mediter­

n~oean and in Russia, and will perforce elect the latter theater 

of operations. On the Eastern Front itself no important 

changes can be verified, but as Allied shipments to Ru.esia 

increase in volume the Germans have launched the "Battle 
of the Arctic" .,;i,b heavy initial attacks on the critical 

Murma.nsk-Arehangel supply route. 

1 
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Pail11re of Indian ClmeilialUmt 

While the counter·propoeals of the Working Collllllittee r 
the All-India Congrees are not ye~ known it is a!read 0 

PIU'CII_t that Sir Staffo.rd Cripps' plan ~ being seri~u1" 
quest1oned by the most powerful political element in 1 d 
Earlier reports that Gandhi and Nehru were in ~eni 
may ~ery likely. be unfounded. In an article published in 
the f!in?mwn T1mta, Devada.s Gandhi, 80n of the MAhatma, 
has Indicated . the. probable basis or Congress reservation& 
Young Gandhi ObJects to the plan because it gives Britain 
complete control of India's war effort. 
~~pite Sir S~fford's earlier statement that he was in no 

pos1t1on to negot1ate, observers in New Delhi suggest that he 
has postponed his return to England and may very weU refer 
the counter-proposals or the Congress party to London for 
further d.iscu.!'Sion. And the report or a coming meetinc 
be_tween Nehru ~nd_ Wavell perhaps foreahadowa a compro­
miSe on the crucial ISSue of control over Indian defense. 

Clutracler of IM Britiah Plan 
Another possible objection to tho British scheme is ill! 

major premise that India, far from being "one and indivi8i­
hle," is potentiaUy a group of autonomous states. The 
British propoeals envisage (I) an Indian Union which would 
be a Dominion, (2) any number of other "Dominions" con­
sisting of provinces not electing to adhere to the Unicn. 
Since a Dominion would apparently be subject to no higher 
authority and would have the right to secede from the Em­
pire, and since each Dominion would be independent of every 
ot~er, India would no longer necessarily remain a political 
urut under the British plan. 

_This implied division of India was the ground oo which the 
Hindu Mahasabha rejected the plan. Tbe Liberal Sapru 

2 

SfXlllft 
group and the Asad Moslem Co~fereoce, also pledged to 
Indian unity, may very weU take t.he same stand. On eome­
..-bat similar grounds, the warrior Sikhs of the Punjab, 
alleging that the British propoeals put them at the mcroy of 
the Moslem majority in that province, has likewise returned a 
negative answer. Paradoxically enough, even the Moslem 
League, long the advocate or lnd.ian partition and the only 
major group whose program the British plan seems to e:~ti.ldy, 
is apparenlly reconsidering its earlier attit.udeof acceptance. 

As tho outlook for India grew darker, 80mo obeerv'rs 
blamed India's leaders and found them lacking in polit<ical 
realism. Others, however, maintlllned that the British pro­
po6als had not gone far enough, that they did not sntisfy the 
Congress demands for "full government now," and that by 
concessions to the Moslem League, they had alienated tho 
p:;rty or Gandhi and Nehru. The latter is l.he only Indian 
group tha~ other members or the United Nations-notably 
China and Russis-would be likely to welcome for the 
leadership of India's war effort. In any case, it was apparent 
that only Japan could profit by further doubts and delays 
in settling India's political future. 

Retreat and Tmor-Wn in Burma. 
In Burma, where the Japsnese have concentrated h~"?' 

air power and where they have reoently landed ~ ~rosh diVl­
sion, the situation is becoming st.eadily more cnucal.. The 
Chinese defenders of Toungco, following fierce fightmg m 
the town itself, have withdrawn their principal foroes t.o the 
north whero a Chinese communiqu6 states the mam battle 
"ill be fought. . . . 

On the I rrawaddy front, advance Bnusb uruts ~ve 
narrowly escaped eocirclemen~ eouth of Prome. l\lesnt~ 
Japsnese naval units ha"e am,·ed off tbe Andaman 18lan · 

3 
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The Japanese also have landed in force at the port of Akyab in western Burma. And report8 of native unreat and a1moet open revolt bring into focus the tremendous difficulties faced by the defenders of Burma. 
These conditions, the reporta state, are especially char­acteristic of the right bank of the Irrawaddy as far north 18 the Chin Hill8. North of Pakokku, native sn.ipera have been shooting from huta and trees at refugees p88Sing by in autee. Even in the plains to the eouth of Mandalay, the government apparently fears the outbreak of terrorism in areas not effectively occupied by the Allied armies. In the moun­tainous regions to the north and east, however, the natives are not yet aroused and seem inclined to resist the intrigues of the Japanese invaders. Meanwhile, as the Japanese approach the border of India, authorities in Calcutta have urged civiliaoa to evacuate that city as aoon as possible. 

Accelerated Action on tM India-China Highway 
As British and Chineee troope in Bunna fought a gallant roar-guard action, Chinese authorities were reported to be marshalling their full resources to rush to completion China's new lifeline from Indi11. The building of two one-way "jeep roads" -which light trucka going in one direction could use, even when the roads were only semi-finished-is tho latest propoeal. Such roads would make possible the inaugun.tion of traffic before the beginning of the heavy rains late in May. Meaowbilo, on the principal new India..China road, Chineae and Bri.tisb are speeding construction from both ends of the northern Assam-Burma section (Ledo to Myitkyina), as well aa on the section from Myitkyina via Tengcbung to Lungling, in Yunnan province. Materials and equipment originally intended for the Burma-Yunnan railway or for tbe improvement of the Burma Road proper are being directed to this new emergency effort. 

~ 

In China itaelf, the government is apparently elsboratiog a prog1&111 for organising resistance in areas under Japaneee control. Already a conference of the Formosan Revolu­tionary League at Chungking bas requested that Formoea become a province of China. About Korea, whoeo revolu­tionary movement i.s not yet widespread or completely unified, the Chinese authorities appear to be more hesitant. Aside from a statement by Sun Fo, president of tbe Legi.sla, tive Yuan <- TM IVar This IVttk, March 19-26, p. 9), the government of China has issued no specific promises of Korean independence. 
Lull in the Southwut Pacific 

While air reoonnaiMance recently has revealed tbe preaence · of eeveml cruisers and destroyers and about 15 transporta l and supply vessels at Rabaul, evidence of the increasing im­portance of this ~ for Japanese operations, tber:o h~ been \ no notable increase m Japanese troop concentrations m tbe Rabaul-New Guinea-Solomon lsiMds area.. At preeont it is estimated that in tho whole region from Timor to the Jap!V n- Mandatos there are not more than three divisiona­negligible force where major operations are envisaged. The disposition of Japanese ground forcos in the ~uth Pacific hM not in fact changed to any marked extent smoo the con­
quest of Java. 

In the air Japaneso attacks on Port Moresby and Port Darwin contmue, but Australian Air Minister Drakeford 
COS that American and Australian plsnes now have announ . B , . local air supremacy over Now Guinea and New ntam .. Northeast New Guinea, which last fall and early ":'nter suffered a record drought, now appears to have been VISl~ by torrential rains. According to ne\\'Sp&per report&, :Markham Valley area has been flooded and hthe J:anh: have been forced to withdraw toward Lae, w ere l y 

made one of their original landings. 
5 
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Floods in the area betwoon Lao and Salamaua will pro · -~= - b ve an mu~cuuste o steele to the Japan~, whose objective in tbi8 
reg~on apparen~ly was the occupatiOn and development or 
number of c:omme~ air fields already located there. Fro~ 
thcee bases 1t was believed that enlarged air operations apinst 
the continent and the Torres Strait would be attcrnp~ 
The land in iliis area lies only a rew hundred feet above~ 
level and is readily transformed into swamp by heavy ra· ms. 

Recapitulation on Java 

A first-band report on the situation in Java during the 
Japanese assault has now been received. The speed and 
SC<?J>C of the attack caught the Dutch unawares, according to 
thlll account. The Dutch had anticipated a landing at 
Sernarang, for example, but not the coordinate landing& to 
the east and west. 

The rapidity of the assault also prevented really adequate 
demolilio~s. In general, public utilities, telephones, power 
planta, railroads, and automobiles, as well as stocka of raw 
materials, fell intact to the Japanese. The American refmcry 
and wells at Palembang in Sumatra were tot.ally demolil!hed 
but destruction of the Shell refinery and wells was interrupted 
by a surprise parachute attack, and Dutch air forces were 
obliged to try later to finish the job by bombing. 

Official Netherlands eources stat~, however, that oil 
inst.allations on Java, as well as oil in storage, were completely 
destroyed. The naval baso at Soerabaja also was wrecked 
and cannot be made suitable for the use of any warshipe, it 
is estimated, in less than two months. Actual rebuilding will 
require a much longer time. 

1 Most British and American technicians escaped, but it 
proved impossible to eJJect tho escape of many Dutch. 
Netherlands sources declare there were a thousand trained 
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pilota in the Netherlands East Indies before the war, and 1 
about 500 planes. Between 400 and 450 pilots were killed 
and the planes almoet all destrcyed. Some pilots eseaped 
as did eome naval veesel.s and their crewa. ' 

Japon. Win.a ReprUC~to.ti.on at U.. Votioon. 
.The mo:st recent diplomatic SUCCC8S of the Japanese is 

Witnessed m a press report that Ken Harada, Acting Amb&$­
sador to Vichy, has been appointed to serve concurrently as 
Special Minister to the Vatican "with a view to rendering 
still closer existing relations between Japan and the Holy 
See." This is the culmination of a diplomatic offensive 
going back as early as the first week in February when 
Japan informally requested permission to appoint an emissary 
to the Holy See, to the astonishment, it was said, or even ~e 
German Colll18elor of Embassy to the Vatican. 

This appointment is undoubtedly intended primarily to 
facilitate Japanese relations with the predominantly Catholic 
population of the Philippines and to allay possible feaMI that 
the Japanese would interfere with freedom of worship in the 
islands. Japan may hope in time to secure the substitution 
of Italian, Ocrman, or Japanese personnel ror the important 
American element among the clergy or the Philippines, 
introduced following our aone.ution of tho islands. Official 
relations with the Holy See might al80 be helpful to Japan on 
a minor scale in connection "ith Catholic missions in China 
and o~er occupied territory and with ~e Catholic oommunity 
in Japan which, while small, includes a few inllueotial persons, 
notably Admiral Yamamoto, Commander of the Japanese 
fleet 

Ken Harada, now 50 years of age, comes r.rom a prominent 
Protestant Christian family of Kyoto. Hos father was at 
one time president of Doshisha University, tho leading pri-
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vatc Ch.ristian school in Japan. ~ter gradua~ing from the 
law departmen_t a t :rokyo I.mpenal University in 1918 Harada eerved m a mmor offic1al capacity at the Parit peae~ 
conference. Subsequently he spent many y6•- 'on 0 • ~o eneva 
With .th~;aCopanese Office at the League or Nations. Be ,..

14 appomt.,.. unselor or the Japanese Em~ in France u, 
November 1939. 

The Soliiet Nany in the Par Ea.t 
As tho ice ~ns to break up in Russian harbors in the Far 

EMt, tho Sov1et navy attracts fresh attention as a factor in a 
po~ible Russo..Japanoso War. It is well known that the 
Sov~ets have a very large fleet of submarines and torpedo 
boats in the Orient. This force might act as a substantial 
deterrent to a Japanoso attack in this area. 

The Soviet navy is based primarily on Vladivostok. The 
latter is, because or its proximity to Japanese-occupied 
Manchuria, the most vulnerable to attack or all Russian 
Far EMtem ports. With the help of icebreakers, Vladi­
vostok can be used as a base the year round. Even if 
Vladivostok were lost, the Soviets possess bases further 
north nt Sovetskn.ya Gavan and Nikolaevsk. Finally, they 
have a naval base at Petropavlovsk on Kamchatka. The 
lAst named is ice-free by early May, Nikolaevsk late in May 
and Sovetskn.ya Gavan like Vladivostok could be kept open 
by icebreakers. The IMt named may soon be connected by 
mil with the Trans-Siberian railroad and is to be the ter· 
minus of the new northern Trans-Siberian road which baa 
boen under aetive COWitruction for some time. 

Arctic Sea Balik 

On the Russian front, interest has shifted from the eonli· 
nentnl battle ground- where actiop is already in corutiderable 
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measure immobilized by tbe spring thaw-to the Soviet 
supply lines in the far north. First, a surprue air and naval 
attack by RU88ian for0011 behind the Nui lines near Mur­
mansk eomewhat relieved the pressure on this vital sea­
port. To this the ~ replied with an attack on a 
convoy eomewhere near the North Cape. Here the Nuis 
claim to have sunk two or possibly three merchant ahipe 
(one of 10,000 tons) and to have torpedoed a British cruiser­
with the loss to themselves of one destroyer. The British 
admit- without spooifying the time or placo-the sinking or 
the light cruiser Naiad. But British and Sov.ict naval unite, 
engaged for the first time in joint operations, have apparently 
saved the major part or the convoy, after damaging three 
submarines and a destroyer, besides the one whose loss the 
GmnAna have admitted. 

The crucial importance of keeping open the &hipping lanes 
to Munnansk is apparent in the fact that the value of lease­
lend exports to Russia-a large proportion or which is air­
craft-increased notably during the last week or January and 
has since risen sharply. Such shipments will play their part 
in Rllll8ian rcsista.noo to a probable Nazi offensive this spring. 
Perhaps symptomatic of preparatioWI for such an offensive 
were the renewed bombing or Moscow by the Germans and a 
reported Nazi attack in the Kalinin area. 

TyphtU on the EaiU:m Front 
There is increasing e'<idence that throughout eastern 

Europe the spread or typhus has now assumed at least mild 
epidemic proportiorut, although these reports sh.ould be 
accepted with some reserve, pending confirmation (see 
Tile War Tlti3 Week January 1&-22, pp. 1D-II). Although 
native populations ~ppear t~ be hardest hit, the German 
invaders tbemaclves have suffered and are known to have 
brought the infection back into Germany. 
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In French North Africa and Spain alao the number of C84ee is considerably above the usual endemic level. In the former aree, 2,500 cases are now reported weekly. 
Except for hospital attendants and others whoee duliea 

bring them regularly into contAct -..ith typhus victilna the Gennan Army is unvaccinated. Reliable observers believe 
that the Germans do not poeeess sufficient aot.i-typlw.__ vaccine to combat the disease through mass inoculation.- · -The epidemic is expected to continue through April and 
according to one aource, wiU reach a aeasonal peak in ~uy: 

German Air Strength f(lf' th~ Spring 
Clues to probable German air strength for the expected 

spring offensive are given in a study just completed in the Economics Division of the Coordinator's office. At the 
beginning of the Russian campaign the Nazi production of planes of all types was about 2,200 a month. Finst line 
strength was 5,700, reserves increased the figure for opera· tiona! types to 12,600 plan.es. The total numlx>r of planes 
in the German air force, including transports and trainens, was 23,300. 

The estimated monthly production of aircraft in Germany increased steadily during 1941 f rom about 2,000 a month in January to 2,400 a month in December. Standardization of 
models and the importation of foreign labor contributed to this expansion. There is no evidence that bombing by the 
RAF has had any appreciable effect on production. 

Despite this expansion, aince June, 1941, however, 6nst line 
air strength bas not increased. Heavy losses in the Russian ofJcnsiv~inoated by the British as 1,800 planes up to September 1-may have accounted for as many aa 4,300 
aircraft. Owing to unfavorable operating conditions, caa-
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ualties were inordinately high. As & result, the 1oea of m&ny \ of their best trained pilots and crews baa undoubtedly impaired German first line efficiency. 

There is, however, some difference of opinion as to present 

1 
finst line German strength. The British place it at 4,200 planes (roughly 75 per cent of the June, 1941, high), with 
seriously depleted reserves. American aourcea believe that finst line strength has remained unchanged, and that the Nazis have maint&ined reserves of 4,200-5,000 planes. 

TM Puture Cooru of German Aircraft Production 
Nevertheless there seems to be fairly general agreement that present German production is between 2,400 and 2,700 pl&nes a month. Bu~ while the British believe that this figure represents a virtual maximum of production capacity, competent American opinion predicts an increased output­in view of German plant expansion now in progress. Accord­ing to the latter, the continued importation of foreign skilled 

labor will permit the Germans to maintain the 1941 rate of expansion, culminating at the end of 1942 in a figure of 2,900 
planes a month. . . Such an e.'Cp&nsion, however, will be possabl~ only ii ~be Nazis make no extensive changes in models, and 1f the Bn tl8h 
do not succeed in effectively bombing Axis air~ft factories. Moreover, greater production need not result m an enlarge­
ment of finst line strength. 

Increased combat losees consequent on a renev.~ ~f the offensive a high rate of pilot casualties (neeess1tstmg a greater ~otment of planes for t~ing new pilo~), or 
de,'Clopments which would make eXl8tlng types of aueraft obsolete-any or aU of these factors might fuUy offset 
increased over-aU production. 

11 

Regraded Unclassified



BB:ut 

The A:tie and 1M M t>dilerranean 

A8 winter_ turns to spring and the Axis forces in the Medi. 
tenanean still make no move, a ree..nmin•tion of the 8tral4!gie 
si~tion in that area bas become essential. Highly Plaeed 
~ed observe~ n~w ten~ t~ the. conclusion that the !xi! wll! seek only lim1ted ObJ~tives m ~e M editerranean thi.! 
sprmg and summer. RUSSia, they believe, will be the main 
front, and the Axis probably has insufficient forces for 
simultaneous attack there and in the Mediterranean. a 

Certain indications still point to offensive plans -the 
heavy bombing of Malta, the relative strength of the I talian 
navy, the concentration of forces in the Aegean area (even 
including invasion barges), the reinforcement of Rommel in 
Libya. But these oonsiderations appear to be outweighed 
by grave difficulties which would be involved in alternative 
offensives in the Mediterranean. 

First, in Libya, there is not much time to loee. In less 
than a month the summer heat begins. Thus far, despite 
reinforcement, Rommel apparently has insufficient armored 
forces to resume a full-scale offensive. And the monumental 
question of supply still looms 88 t he crucial issue on the 
desert front. 

Second, an attack on Syria must necessarily be preceded 
by the capture of Cyprus. This would be a much more 
difficult task than the conquest of Crete. From bases in 
Syria, British planes would be far better placed to defend 
Cyprus than would Axis aircraft to attack it from Rhodes, 
300 miles away. The whole operation would probably take 
more than a month (the capture of Crete took 'J:l days), plus 
perhaps another month to overrun Syria. It would be only 
in the full heat of summer, then, that Axis forces would be 
in a position to advMce overland toward Iraq. 

Third, an attack through Asia Minor would be still more 
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difficult. Owing to unfavorable weather, terrain, and com­
munications, an Axia army might take four months to reach 
the ~ frontier south of the Caucasus, even \\ith the 
cooperation of the Turks. 

A fourth possibility-a limited offensive against Turkey 
to occupy the Thracian, Aegean, and Black Sea COMta- seems 
the only one that the strength of Axis forces at present renders 
probable. By opening the Straits to Italian 'll"arshipe, such 
an attack might aid the main offensive agains~ Sout.bern 
Russia. It is perhaps toward this that the Axis is directing 
its preparations in tho Aegean area. 

mknte in Turkey 
Reports from diplomatic sources oonlinn the foregoing 

analysis. Tbe Swedish General Staff apparen~ly 1tnticipntcs 
no Nazi move against Turkey and believes that the spring 
beat will gradually bring on a stalemate on tbc Libyan front. 
In tho Aegean area, aeconijng to the Swedish obeervers, the 
Germans are simply aiming at mastery of the air 80 that they 
will be able to deny these waters to the British Mediterranean 
fleet. Even the l ()().«<d transport planes reecntly arrived 
in Crete are apparently to be used rather for the supply and 
reinforcement of Benghazi than for any aggressive moves. 

As King Boris of Bulgaria, after his oonference with Hitl~r 
in Berlin, adjourned his Parliament until fall, ~or had 11 
tbat tho Fuehrer was pressing for a Turko-Bulgar~an pac~ 
an indirect way of aligning Turkey with the Axis. In any 
event reports from Ankara indicated that the p.--nt loca­
tion ~f Bulgarian army units implied no particular threat to 
Turkey. A maximum of 250,000 men. w~ distri~uted abo~t 
as follows: one division in Greece, SIX m Serbia, seven. m 
northern and western Bulgaria, and four ncar the Tur~sh 
frontier. And a careful air reconnaissance by Turkish 
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l planes found no evidence of &ggreesive concentrati · 
Aegean islands or on the Bulgarian border. 0118 

Ul the 

Liquidation of Hungary? 

The tension between Hungary and Rumania- h .
1 unabated-has not yet result«! in any major border c~ 1 0 

A. report from .&~ gives a posaible explanation of w~i 
Hitler may be eeekmg. In a couple of weeks the re 

11 states, the FUehrer will "help" Imredy- who,' along :th 
most~! the officer corpe, favors full military aid to Germany­
to seue the Hungarian government. The result however 
will be_ th~ liquidation of the Magyar state and' its tran; 
formation mto a part of the German Reich with a ststua 
similar to that originally granted the Bohemian-Moravian 
Protectorate. Rumania, the report concludes, will recover 
northern Tr&.ru~Ylvania-that is, if she sends the required 
number of UooJl8 to the Eastern Front. 

Fruh Thre~JU of VW.11 Collnhoral«m 

As Germany prepares for the much-heralded offensive in 
the east, so in the west she is Ulking precautions of a political 
nature in order to insure herself against possible French di&­
tur~ances. Germany seeks a solution of the French problem 
wh1ch v.-ould meet the requirements of her security and sup­
ply. It is now believed that the R.iom trial may be cut 
short. Pl'Ominent members of the Vichy government have 
been forbidden to travel between the two zones. And 
P~tain may have to bow to Nazi pressure and permit the 
oreat1o? of a collaborationist regime, in which Laval is en­
dcavormg to find an important part. At the same time it 
~ authoritatively reported that the Germans will pick their 
time and force the issue whenever they believe it expedient 
to do so. 
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Cooperation between Spain and France in Morocco and 

Rio de Oro in matters pertaining to aviation, and apeciJieally 
to the Iberia Company, have been the subject of recent 
negotiations. Refueling facilities would be offered to French 
planes traversing the Spanish territory of Rio de Oro to and 
from Dakar, and similar fMili tiC6 offered to Spanish planes 
traversing Moroccan territory. Such a plan would aid civil 
transport and communication for the French, on the one 
hand, with Dakar, and the Spanish on the other, with the 
Canary Islands. There are also reliable reports tba~ high 
Spanish authorities have shown interest in coming to a 
similar agreement for French Guinea. 

A Critical Eltction in Colmnbi4 
Since Colombia occupies a highly strategic position, facing 

both the eastern and western approaches to the Panama 
Canal, the Colombian presidential election of May 3, which 
will determine whether or not Colombia is to have a demo­
cratically-disposed regime for tho next four years, is ~r 
critical U:nportance. Beneath the oratory about domest1c 
questions in the current presidential campaign, the issue of 
foreign policy is basic, and is clearly drawn between the 
candidates. . 

Under the present incumbent, Eduardo Santos, Colomb\8 
supported the United States at the Rio Conference,. eev~ 
diplomatic relations with the Axis, and depo~ Axis diplo­
mats more promptly than any other South Amencan govern­
ment. Santos 8 rather weak President, ha.s nevertheless 
tolerated both 

1
N ati and Falangist activities, and bequeathcs 

to his successor a situation of great potential danger to the 
united defense of the hemisphere. 

Both candidates for election, ex-President AlfonliO L6~ 
and Dr. Carlos Arango V~lea, are of the Liberal Party, donu-
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nant in Colombia since 1930. L6pez a left-wing Libe 1 . the official candidate of that Party, ~d repreaenl3 th ra' 18 
United S~tes forces.in Colomb_ia. As President from~~~ 1938, dunng a penod of senous economic dialocation he fa~ored the redis_mb_ution of large ~ded estates, and 'per­Dlltted the orgamzatlon of trade umons. Ria chief support now comes from the lower middle cla.saes, the small land­
owners, and ~e . Confederation of Colombian Worke111 (C. T. C.), wh1ch moludes all the Colombian trade unioos and represents more than 100,000 workers. 

Arango Velez, on the other hand, draws his support from totalitarian. elements among the right-wing Liberals, and, even more unport.ant, he has the special endorsement and fonnal backing of the Conservative Party and its Nan­minded leader, Laureano G6mez. 

Nari Activity C~mlinuea in Colbmbi4 
The election is projected ngainst a sinister background of Nazi and Falangist activity. Despite the departure of the Axis diplomatic staff, the Nazi organization in Colombia appears intact. The present Nazi leader is K. A. von Wahlert, who is associated with the Pfaff Sewing MMhine Company in BogoU.. He has recen~ly auceeeded Emil Pruefert, formerly Landesgruppenkiter of the Nazi Party for Colombia. Pruefert is still active in Barranquilla, and re­mains the propelling genius of the Party. Strong Nazi groups exist in Cali and Medellin, led respectively by Carl Stumpf, manager of the Banco Aleman Antioquei!o, and by Walter Springer, alleged chief of t he Nazi Party in Medellin. Another important Nui leader is Gustavo Gebhardt of Barr~~nquiUa, who publishes the KaribiscJ•er Btobachter. The United States has been obliged to blacklist more Axis 
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comp110ies in Colombia than in any other Latin American country except Mexico. 
Nazi activities are effe<:tively supplemented by the work of t.he Spanish Falange, and the Spanish leption now orpnioes Nazi propaganda. Tbe Falange holds public me<:tin~p~ in Colombia, 110d circulates the stock arguments of ~pemdsd. The recent celebration of the four-hundredth anmversary of tho discovery of the Amazon, in which President Sao~ participated, was a Falangist project. Tbe Conservative Jl0\\'1!p&JJCr, El Siglo (owned by Laureano G6mez), gave u:n columns, February 14, to the te.<l. of a speeeh by Joe6 Mana PcmAn, extolling Hispanidad, and following th~ usual. F•~lnn­gist line. There is evidence thai many publi~ officillls a.re Falangists, and that Catholic schools and pnests are dll!­

seminating Fa !an gist materia I. 
Although L6pez at t.he moment seems to be the st~n~ 
did te his defeat of these Conservative and totalitar~an eana, . h forces is by no means certain. Pre8ident Santos. w_ o con-trols the official election machinery, 11ppears, from Ius oews-Et Tinnpo, to be leaning toward Arango Vile.. The ::rous possibility exists, furthermore, t~at 06mcz, 8Up-rted by the Conservative upper land-owmng class an~ ~he ~hurch, and subsidized by the Reich, may try a co_up a~m~ to reinstate t.he conservatives in power after an mterun o 

twelve years. 

T d 1M Conlrol oj Ana Adil1itit.a in Bra til OUXI-r 
• • Information broadcast from pro-A.xill . radio statio: :e Bnuil has for some time constituted a ~ous me~ 

f sh. and planes in that reg~on, particularly to movements o 1ps f te .A A/rica While the h Jan along t.he bomber erry rou ~ · · . tCoe Pd es d r • ti airlines remained in operation, and wh1le the n or an ""' . remained open radio embu•ies and consulates of t.he Axl.S ' 
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communication with Berlin waa difficult 
Brasil broke relations with the Axis ~ cont~I. AJ~ 
were definitely located in the vicinit; or Rion d e~t·o~ (four 
S4o Paulo) continued to send meeeages n:,. lllleii'O and 
stations, between about March 19 and 23 h •de on these 
ently closed the principal ones and block~ ~~? nohw appar. 
Axis communication. · II& c annel of 

'~'he CIUI~paign against hostile espionage in Braz;(!inean 
w~dc, contl.nues. Plana for a Japanese occupation of at '"'"'. 
pomts around the key industrial city of "•· p 1 ra-..,c 

-~ 1 • """ au o were uncovc,._. recent y, and surveillance of Axis mi •t· h 
been intensified. · non •es as 

The German minorities in southern Brazil are · · 
ularl h · · m a P81'1lc-y un appy posttion. Undoubtedly the majority of the 
people of German descent, whose ancestors came to BraDI 
~~ decades ago, are not actively involved in eubvcrsh·o 
ach~Jty, nor are they whoUy inclined to accept Nazi ideology. 
NaZI agents, however, are able to bring severo pressure upon 
t!tem .. As a ~ult, the older people, in particula.r, who have 
lived m BraZLI for tJli':ty or forty years, have suffered from a 
war of nerves. Lacking information on political questions 
they hllvo ~en shocked by Nazi propaganda warning the1~ 
of tho mt~ntJOn of ~he Brazilians to confiscate their property, 
and to drtvo them mto concentration campo. It is reported 
that rata~ heart attacks have increased, and thnt tho increase 
m the swc•de rate is alamling. The real Nazis and the even 
more da.n~crou.s Quislings, meanwhile, use lurid reports of 
secret m~litary organizations among the minorities to camcu­
flage thc1r own purposes. 
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NATIVE STATES AND POLITICAL COMMU· 
NAUSM IN THE CRIPPS' PROPOSALS 

The Cripps announcement has left somewhat vague the 
proposed constitutional position of the Indian States (Native 
States), ruled by the princes. Apparently these States would 
have the right to accede to the Union or to remain outside 
it-whether with Dominion status is as yet unclear. The 
announcement simply states that "whether or not an Indian 
State elects to adhere to the constitution, it will he necessary 
to negOtiate a revision of its treaty arrangements as far as 
tbis may be required in the new situation." It is reported 
from New Delhi, moreover, that Sir Stafford in a press con­
ference suggested that he would see representatives of the 
JWJpk of the States. Such a step would he a reversal of the 
previous British practice of dealing only with the princes 
themselves, and might imply a revision of treaties leading 
to more modem and liberal institutions in the States at largo. 

The new principle of regarding I ndis as susceptible of 
political division is obviously a result of pressure from ~b. 
Jinnah's Moslem League. Such pressure represents a lopcal 
e.'rtenaion of the phenomenon of "political communalism." 
According to this principle, represo;ntation . in legisla~ve 
bodies baa been based on constituenCies dellDllted according 
to religious or other interests rather than .determined. on. a 
purely geographical bw; that is to say, m the provtDcial 
assembliee there are roeerved for the Moslem and other 
nlinorities a certain number of seats which are eeparate from 
those of the Hindu majority, the so-called "general con· 
stituency'' (see accompanying map). 
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First impoeed in 1909 in the Councils established under 
the Morley-Min~ reforms, "CommllDAI repreeentation" did 
not succeed in settling the differencee between HindU8 and 
MOI!lems. Rather it increased them, and since then, com­
munal tension hns been growing steadily worse. The result 
hns been further communal concessions in the constitutions 
of 1919 and sti ll more in the constit ution or 1935. 

The acceptance of a plan similar ~ the one Britain has 
offered might chang<' India from a singlo political entity 
with merely internal conflicting grou)l6, in~ a number or 
separate states. Neither geographic, strategic, nor eoonolllie 
factors would govern the change, but simply tho aoeial incom­
patibility of India's population. On the other hand, it is 
perfectly possible that the Moslem League, with its progmn, 
of a partition of India, would not be able ~ prevent evsn one 
of tbe four provinocs with Moslem majorities (Bengal, 
North-West Frontier Province, Punjab and Sind) from join­
ing the proposed Union (see map, &!so TM War Thu Wttk, 
Fcbrunry 26-March 5, p. 9; March 5-12, p. 10.) 
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TREASURY DEPARTMENT 

INTER OI"FFCE COiolloiUNICATION 

o••• Aprll 2, 1942 

TO Secretary l orgentbau 

Mr. ll:amar olt 

SubJect: Suamary or M111tary Reporte 

Brltleh Analyele or the M111tarY 81tuat1on 

~ · Ruee1a 

There ie heavy fighting all up and down the front, with 
the Ruseiane attaoklng in many eeotors. There le little 
poe1t1onal change, but little reepite tor the Germane. 

!!· Turker 

There ie no reaeon to euppoae the GermAne contemolete 
en attack on Turker in the ne~r f uture, ae the dlapoe1t1on 
o~ Ger.Ben forces 1n the Balkans remains unchanged. 

Q.. Bulgar ia 

There bA•e been no ailitarr de•elopaente or 1aportanoe, 
ln sp1te or ruaors that BUlgaria ie about to partake ecti•elr 
ln the war against Russia. The Bulgarian Arar ls etill well 
below aob1li~ation etrengtb. It has t1ve tull-etrength 
divisions on the Turltlsb frontier, but tbie l e normal. 

Q. Northern France 

The German tighter planes appear to be avoiding combat 
in the British day-li ght eweepe over Northern France. (The 
Ge raan air toroe ie undoubtedl7 ooneerTing aoet or its 
et rength tor the Rueeian f ront. The Brltieh now neve air 
superiorltr over both thelr western tronte: Weetern Europe 

and Libra. 

(U. II:. Operatione Report , Karch 19 - 26, 1942) 
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Atlantic 

The main U-boat concentration is still orr the American 
Atlant1o Coast. Out or fourteen ahipa torpedoed in the 
week March 19-26, ele•en were attacked in th1a area, and one 
in the Caribbean. There are onl7 a few submarines northwest 
ot the United Xingdom and two or three aouth or the bul~ 
or Africa. 

(U.K. Operations Report, March 19 - 26, 19~2) 

France 

The French appear to ha•e stopped sending euppliea to 
Li bJa, after Fabruer7 19. There are indiceticne that a 
French ccnvo7 w1ll be leaving Mad~ascar, carrying oil to 
Deker end supplies to France about the midd~e or April . 
It will probabl7 be escorted by en a~ed merchant cruiser. 
It ia possible that the German ahip , •wartenfels", which 
haa been loading leather, graphite and corree at Made~ascar, 
will join thia convoy. 

(U.I. Operations Repcrt4 March 19 - 26, March }l,l9U2 ) 

VichY Anelye1s or the Wer 

The offi c ial ViehT radio made the following anel yeis 

or the preaent stage or the war: 

The tate or the world conflict •will hang on Russia's 
eapacit7 for resistance•. In turn, Russia's capacity 
tor resistance will depend largely on u.s. and Britlah 
tanka and planes. Germany, Japan and Italy are con­
centrating and will concentrate their errorta on 
choking ott the So•iet Union. •In ehort, it ia no 
exaggeration to aa7 that the Germane and the Nipponeee 
are doing e•ertth1ng in their power to pre•ent the 

supplying or Russia.• 

(Federal Communications Oommtaaion, April 1, 19~2 ) 
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Bun. 

There are now e1x Chineee divieiona on the Buraa 
Front. (About 8,000 men eaob, or a total or 50,000 
men. The Br1tieb have two div1e1one, or 30, 000 men. 
The Japaneee have at leaet tour d1via1one, w1th three 
more immediately available, or a total or around 125,000 
men, compared to the All ied strength or approximately 
So,ooo men.) 

(U. l . Operations Report, Ma rch 19-26, 19~2) 

Pao1tio 

The British eetla&t e that the Japaneee still have 
t wenty-nine diviaione in the aouthwaetern Pacific, or 
almost 6oo, OOO men. It i e bel ieved that the Japaneee 
in Sism hAve recently been reinforced by one dlvieion 
trom the Canton area. It aeeme t hat t he Jaoaneae a re 
bui lding up an immediate reserve i n Si~m. 

(U.l. Operations Report, Waroh 19-2b , 19~2) 

Japanese Military Psychology 

(The tollowing excerpt comee from a captured Japanaoe 
military handbook. The handbook waa distributed to 
otticere and men who were to partic i pate in the landin~a 
on the Malayan Coast. ) 

•For ue euoceae i a a for egone conoluei on once the 
l anding baa been accomplished. The anamt'• tanka 
and planea are a collection or rattl e-traps. We 
know we will win, and tha only problem i a bow to 
do i t eklllrully • . . The wagi ng or war with the 
enemy'• own gaeoline a nd proviaione, deep penetra­
tion i nto the midet ot the enemy by a small number 
ot courageoue men who make t he tulleet poeei ble uae 
ot darkness--all eucb activitiee produce a reeling 
ot swallowing t he enemy and are or t he utmost 
importance. 1 

(W.I .D. Information Bulletin, Number 10) 
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