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HMJr: 

Op'!rB to r: 

HMJr: 

Robert 
Rouee: 

Hl'.Jr: 

R: 

HY.Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

IIMJr: 

R: 

HMJr: 

R: 

Hl~Jr: 

R: 

HMJr: 

R: 

Hello. 

Mr. Rouse. 

Hello. 

Hello, sir. 

How are you? 

Kay 5 , 1942 
2:00 p.m. 

Fine. We're bo th tired. Ye 've had a busy t i me 
the laet twenty-tour houre. 

Good. You don't mind getting tired i t you're 
successful. 

'lo, and we'r" over the too on the iesu~ here 
now a 

You are. 

We 've go t a billion, two hundred and seventy­
seven million. 

On which issue? 

The two's. 

A billion how ouch? 

Two seven seven. 

That's Juet tor ~ew York? 

Yeah. 

J uet tor New York? 

Just tor New York. 

Well, that's wonderful. That's wonderful. 

Yeah. I'm ve ry much pleased wi th t hat . 

1 

\ 
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Hl!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

f!MJr: 

R: 

HMJr: 

R: 

HMJr: 

- 2 -

A billion, two seventy-seven. 

Yes , s1r. 

'-'ell , t hat ' s wonderful. 

We had some late subscriptions oome 1n. Then 
we had some trouble with the mall, eo 1t's 
working out very well. 

Well , the.t ' e r1ne. 

And the market 1e behavi ng oretty well . 

Yeah, I hear t hnt they - my not g1vlng out 
the cl osi ng statement at tour o'clock klnd 
ot U?set a couole of them. 

'.<ell, 1 t d1d , bPcauee 1 t ge.ve them an 1dea 
that they'd be getting a lArge 9ercentage ot 
allotment - much larger than t hey thought . 

YeAh. Well, I asked at t1vr minutes of four, 
you see, and the eturr waen ' t 1n. 

Sure. 

So I couldn't - I - a~d Dan aa1d he wouldn't 
have anything until before five, eo I' d rather 
be sate than be sorry. 

(Laughs ) Well, I was talking a little b1t 1n 
Chicago yesterday sa well ee here, and they 
told me that the subacriot 1one didn't really 
begi n to come ln until well i nto the middle o f 
the aft ernoon. 

Yeah. Well, t hat ' s good. 

There's something I went aek you. The- oh, 
yea , how are the long 67-72 ' e doi ng? 

VP.ry well. They wer e ni ne teen and twenty bi d 
the end or last week, and th~y ' re generally 
ei ghteen b i d today. 

'ilell, <;hen . .... 

2 
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F : 

HMJr: 
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And you can't buy any or them. 

Then George R~as wAs upeet unnecessarily. 

Yes , I would aay eo. 

Yeah, ond 3ell. 

The thin~ that's been i n au~nly have been the 
June twoTe ot 49-51. 

They've been in aupply. 

Yeah. ~e've bought about aeven million this 
morning. 

I see. 

But they worked out e di fferential there of 
about tour or five thirty-seconds between the 
June's and September' e now .. ... • 

I see. 

• o o o o and a~ eo on as we - 1f you can get your 
figures from over the country in time t o say 
something abou t it late this afternoon, we 'll 
have ?robsbly s. better ai t uatlon t omorrow. 

I'll do that. 

Now, ther e's another thing I was just talk i ng 
to Dan about, it I may menti on i t •.. .. 

Go ahead . 

•..•. that i t would be heloful , I think, 1t you 
would be willing to g ive t he carket one or two 
daye' notice before t he closing ot the books 
on the 2-t' s . 

I see. •.'lell , that's ..... 

The banks And others ere getting out l etters 
and prenaring sdvertlRing, end the onl y thing 
they can - they have now i s your atatement that 
you reserve the right to close the books at any 

3 
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R: 

Hl!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

IIMJr: 

R: 

HJ.!Jr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 
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time without notice. 

Yean. Well , there's no reason why I shouldn't 
do tllttt . 

I don 't see any r~aaon at ell . 

I' d . ··~ t o do it. 

F'lne. 

ll'hat else? 

'!bat covers it. 

Now, how about the 2- ! ' a? 

Well , the i nsurance companies , or course, you 
can count on. 

Yeah. 

And t hey 're doing a good Job. 

Yeah. 

The - as you know, the Eou1table, a hundred 
million; the l~etropol1 tan, a hundr ed million; 
the Prudential - the Mutual , sixty million; 
the New York, I believe , tit ty; and I don 't 
know the exact amount or the Prudential , bu t 
I understand that t hey're acraolng the box. 

Are those ot~er orders in alrea~v? 

~o , they're not all ln. 

I see. 

But they've had their meet i ngs or t heir com­
mi ttees , and have made t he deci sions . 

I see. 

. ll 

I know that Chase Bank 1e sending over a hundred 
and eighty-seven million or subecrloti ons th ia 
afternoon, which reoreeen t part or those - oart 
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or all or those I ' ve mentioned. 

For the 2--f ' a. 

Yeah. 

Yeah. 

And payi ng by war loan. 

I see. 

The volume or - I want to say this, too , that 
the eubseri?tiona or banks generally in this 
part or the country were no t i nflated. They 
re~resented - seemed t o represent about the 
same thing sa they - in amounts - as they did 
before, but they were bought for investments 
and not tor turn-over. 

Good. 

It looks very healthy. 

Good. 

The volume of subeoription selling has been 
very light. 

Good. Well, i t locke as though ..... 

~e reel ore tty well oleaeed wlth it, sir. 

Well, I'm very much oleeeed; and the only pa t 
I give on myself on the baok lB that I never 
0ermi t mysel f to have any personal hobbi es on 
this thing, and so I take good advice. 

Well , it's awfully hard tor all ot us not to 
get a little- t o ride a hobby. 

Sut both you and Sproul were very good this 
time. 

(Laughs) The other thing on the 2-t's, you 
can count on - oh, on savings b~nks. 

Yeah. 

5 
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They've had a fair decline in deposita, and 
they're beginning tc level out. 

Yeah. 

And they ' re coming in only in modest amounts 
for t he 2-~ ' a. 

~ell, I dion 't count on them r or much, but I 
hope to get, oh, some - well , I do hope there'll 
b e some cor porations that come i n. 

Yes . And, o r course , there's been some selli ng 
ot the C. I. 'a by cor.o~ra tiona and by the i n­
surance comoanies to make ro~m tor theee. 

How much premium are they - ~bat a re they 
selli ng at, the C's? 

They 're selling at par. 

At par. 

Yes h . 

Put any pre ssur e? 

No , no t r eally. 'lie bought thr ee million t hi s . 
morning. 'Ae bought a t ew yesterday. 

I see . 

We bought twenty- t our million y•aterday. 

Twenty- f our million . 

That represented one ot the i nsurance com~nies. 

I see. 

One of the banks in t own took hal t or them, and 
we t ook halt. 

I see. Bu t it' s a - bu t every t hing ..... 

Another i nsur ance company di d the same t hing. 

6 
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HMJr: 
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'll~Jr: 
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But 1t ' e all or der l y . 

Oh, yes. It' s been no pr oblem a t all . 

Fine. 

Fine. 

Ok.ay. 

T"ne nks a l o t. 

Good- bye. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& lla7 5, 1942 

TO Secretary Yorgentbau 

I'ROM Yr. 'l'hCIIPIOD 

Tbroucb the cooperation of C, Uphaa, it baa baon possible to 

aqua•~• the Comptroller' s apace aaa1snmente and make poaeible the 

rele&ae or a ro<llll !or Ticlct.on and Lindow. 
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HMJr: 

Operator: 

HMJr: 

l~r. c. B. 
Upham: 

HMJr: 

U: 

~"MJr: 

U: 

!ll>.Jr: 

U: 

Hl!Jr: 

U: 

HMJr: 

U: 

HJ.!Jr: 

U: 

Hello. 

Mr . Upham. 

Hello. 

Yea , s i r . 

Cy . 

Yes, s ir. 

May 5, 1942 
2:13 'O.m. 

Nor man Thompson eaye you Yer~ very hel-oful 
and gave us a r oom or tYO. 

>el l, I always l i ke to do anything I can. 

And I Just wanted to BAY thank you. 

I a-oprec iate it. Thank you, eir. 

'tlhat was it, one or t~<o r ooms you gave him? 

Well , I'm no t sure . ··le 're going to give him 
whatever be needs. 

'Nell. . . .. 

One now and perhaos some more later. 

~ell , t hat ' s Yondert ul. ThAnk you. 

Thank you. 

9 
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HMJr: 

Clo er& tor: 

HMJr: 

Ooer&tor: 

HMJr: 

Operst'lr: 

HHJr: 

Ooere tor: 

KY.Jr: 

Ooerator: 

Hello. 

May 5, 19~2 
~:05 p . m. 

Mr. Patterson is out ot tbe building attending 
a meeting, and he ••on' t be back tor &n hour 
or so. 

Well, see - Mr. Bell would llke to tal k with 
Genera l Carter. 

All rlght. 

Do you know ~ho he ie? 

I don't, bu t I 111 fi nd out. 

A. K. C~rter in t he Fi sCAl Divlal on. 

All right. 

Genersl A. H. Carter in t he Fiscal 01vi si on , 
a nd he 'll talk to hlm from here. 

Right. 
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Deniel 
Btll: Hello. 

Operator: Genersl Cart er. 

B: General Carter. 

()~nPrlll A. H. 
Carter: Ye'!l, Mr. Bell. 

M.ty s. 1942 
4:06p. m. 

B: This 1P Bell over in the Treasury. 

C: Yea, sir. 

B: I thought that you tol4 me a "eek ago Fri4ey 
th.Bt that cUreetive was going out th.Bt night. 

C: Why I thinl< it 4i c5 go out. 

11. 

B: Well, we underetand i n Detroit that they've 
nevP.r heard o f it, and Chrysler has told us 
that they will not become an issuing agent 
beeRuee we'd done nothing about that matter 
and that we were oromised - they ~ere ~remised 
the t~ing would be settled in a couple of days. 

C: 

B: 

C: 

B: 

C: 

B: 

Oh, my! Well , let me l ook into it, Mr. Bell. 

Would you g ive me a ring this afternoon? 

I'll let you know thi s afternoon. I'll look 
it up right away. 

All right. Call me right back i f you ~ill. 

Yes, sir. 

Thanks. 
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Ma7 6, lMI 

1f7 a.ar Mr. Proll .. ntl 

I t heul,bt JOU woul d be 1ahHah4 

1D the eaolNK Clip)' o! lut S11l14a7'• •fbe 

S11Dda7 Ceurler• u d tho publlclt, that tho7 

ll'aJI 011 aur •r laa4 oeapdp. 

loura ainooHlf, 

llilut) .... , •• \11111., , •• 

!he Prealieat, 

!he • ito HOUIIIo 

Enclosure was reprint of 
Seo1'• ! pril 25th l etter. 

'>1·?1?· c . 

Jlirlllll -

12 
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'10 ' 

TREASURY DEPARTMENT 

INTD OPP'Ia COWN UNieAliON 

eeoretuy I. Files 

Mr. KUhn 

1.3 

.... ll~y s, 19f2 

Tbia h~a been done ~nd the bro~do~at 1• being 

~rra fll&d • 
:; . IC • 

• 

Regraded Unclassified



TREASURY DEPARTMENT 

INTKR 01'1'1C. COMMUNICA~ 

To Ted Ouble and Ferdinand Kuhn 

,.0 11 Secretary Korgenthau 

14 

DAft Apr11 27, 1942. 

Will the two ot you talk over the tollowing suggestion and 

please aot on it this morning. I would like Mre. Yorgenthau 

to organize me a round tab1e ot women to go on the a.ir tor 

War Bonde verr promptly. One or the other ot you, or may be 

better yet, turn it over to Vincent Callahan. I'd like 

action. I think she could do thie, and hit it u~ and do it 

very wel1. I want aotion this morning. 
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TREASURY DEPARTMENT 

INTER OI'P1CE COMMUNICA'T10N 

OATS llay 5 1 1942 

To Secretary' a F1lea 

... o .- 14r. Kuhn 

We already have great numbera of windo~ eigne 
printed beari ng the slogan "We Are Buyi ng War Bonds." 
I h HVe told this to the Secretary, and told him that 
I feel t he window carda carry out the President'~ 
auggeati on, eince tbey g i ve the idea of conti nuous 
buyi ng. 

J. t. . 

• 
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April Ui, le&l 

II'. IWa 

S.oretar.r lorgenthau 

When I eur the Prelident thh *ll'ning he aaid that 
he wanta a eign 1n enr.r~'• window not juet eqing, 
•I Boupt a War Boud, • but I Bu7 a War Bond Enr.r 
Month. 

Pleue tali to • about thh at lunoheon todq. 

Regraded Unclassified



•'· 17 

TREASURY DEPARTMENT 

DAft • ay 5 , 1~2 

~o Seo: etary•a Fllea 

,.o,. Jl r. KUhn 

The Brl tlah a uthorl tlea have bean told that 
we would l lke tbelr fliers to come her e at the 
1nv1tatlon of t he Secretary of the Treasury. I have 
d11CUeaed the whole matter wi th the Secretary. 

' 
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!'ord1D&D4 hila 

s.oretar,r MDraootbau 

18 

April )0, 1942. 

Ro&4 lut Di&llt'• P. 11. &D4 ... wllat the Jleun papere 

are doios about haodliD& EDcliah propas&Dda. U 101& aUU 

han oo:r doubta 1A :rour m1D4, that wheD thoaa J:aclieh 

1101'0 .. 0- OTU t.hq ahould OCilla publ1oJ.7 OD tha izlrlt&Uoa 

ot tho Tnaaur:r, I tiLlak that 101& will bo o01l'r1Aoa4 attar 

:rou han rea4 tho B.uft papore that I•a ri&)lt 1A wutiAc 

til• to •- publiol:r Oil tho 1AT1tat1oa ot tho 'OD1ta4 st&tM 

't'rouur,r. I al8o th1nlt that wll&D tho:r tour tho couotr,r, 

tho:r ohould bo oacortod b:r ~ric&D war horooa. Ploaao lot 

ao lmow :rour reaction to th1a, 
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I 

I 

1 
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TREASURY DEPARTMENT 

INTER OFI'ICI! COMMUNICA TION 

D An )le f 5 > 1942 

To Secretary' 14orgentbaus r:-t....- . 
~RoN Mr. Kuhn 

Dr . Likert, who is doing the testing for us, 

has sent four interviewing crews to work as you 

suggested. 
1 . ,< . 

• 
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., '· 1~2 

Seoretar7 MOrgentha~ 

Jlr. Iuhu 

' 
Bare le eo .. lntor.atlon froa Dr. Likert pn 

the eubjeot of what people are dola& with their 
inoreaeed earniQEe. It repreeente the reeult of 
about two b.nJidrH inte"i .. e in h-e in o1t1ee 
aDd rurel l.l"Me 1n thle part of the countrr. 

1. g/lo of thon 1nte"i .. ed felt that aore 
11011e7 h being eaJ'DtCl - tbu before the war. 
Of th .. e 9/10: 

1/8 felt the n:tra aoner wae beia& ape11t 
on eeeentlala like food, clothlD£ aDd bouee­
bold furn1eh1.D£•J 

l/8 felt the public wae eaYlnc •lte 
lnoreaaea earnlqe, ana aoet of th11e 
(22:$ to be nact} eald the ntra aou7 wae 
colD& into War Sulnge Bolllle. 

Of the Pn&WJIC l/8, 23% felt the 
n:tra aou7 •e bel.n& apent on l uiUPlll; 
oaq S.S nld the extra aour wae being 
a'beorbecl 117 the rlalnc ooat of lbiuc, md 
8$ felt the extra aGJief •e goinc to PloT 
off ubta. 

!hie breakd.-n iurolYee eo .. duplication,. einoe 
eo.. of tho n who ware inte"ined pYe all'e uan 
one nplaD&Uon of where the aone7 •• goi~ • 

Pla'bl'b 
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TO 

..... 

TREASURY DEPARTMENT 

INnR 0Pl'1C. COMMU NICATtON 

Secretary Morgenthau 

Mr. Ferdinarn Kuhn 

•••• May 1, 1942 

This is just to tell you that Dr. Likert will 
be delighted to put four interviewing crews on the 
job, and says he can start them immediately in the 
four areas you mentioned. 

J; /C . 

32 

• 
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TREASURY DEPARTMENT 

INTO OI'1'1Ca COMMUNICATIOf' 

DAft Kay 1, 1942, 

TO Ferdinand KUhn 

~o~ Secretary Morgenthau 

The man who ie doing the testing tor ue - I oan•t 
think ot his name but wbo worked formerly tor the Depart­
ment ot Agriculture - please talk to me about hia at the 
9: )0 meeting. I we.nt hiJII to put on another orew to start 
at New Or leans and work up the Kiaeieaippi Talley, up to 
the Canadian border. I want him to put on a third orew 
in San Diego to work traa the Jlezioan border up to the 
Canadian border. l"rolll what you haYe told me about his 
tiret report , I th1nll: this is terribly important , I'd 
like , it possible, to start the eeoond or third crew ott 
not later than liluday, and I want a fourth orew to work 
the New England States, Please bring this up at 9:)0, as 
I want it oleared. 
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TREASURY DUAIIITMENT 

~ 
DATil llq S, 1942 

To The Seoret&r:r of the Trea.suJ7 

"'o " 11r. Houalltalina 

I think you 1lill be interested in the attached record. of 
tile purehaea or War Bonds and Stupe b)' Nasroae in Richmond, Vir£inia, 
as reported at a &re&t rally last SUnclq, at 'Ohlch Dr. ll'illiaa Pickona 
ot ~ eta!! wu the principal speaker. 

State Admniatrator Nelson of Virlinia has been organizin& 
a vary eftecthe work among Negroes, with the cooperation ot !lagro 
...,.bare of the National Organizations Di'lieion of the 1l'ar SaYings Start. 
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RECORD OF STAl!PS AYD IIOIIDS PUReH.ASED BY !rEOROIS nr 
CITY OF RJCtr: oNt>, VI ROIIIIA 

A$ REPORI'C:O AT OIGAilTIC l!AII SAVIIIG ST&IIPS All1) BONt>S RALLY 
IIOSQUE AUDITORIUM SUI/DAY, APRIL 26, 1942 

Aotoria Bonoficial Club 
Good 8uar1 tano, State Grand LO<Iso ~ 
Lono Star Lodp #1340, 044 Pollowo 
Thobano 8onotio1al Club 
liOPOrial Order ot fin& Do.rtd 
llational Ideal Sonoti t Society 
Oriental s.neticial Club 
United Brotherhood ot Carpentero 4< JO)'Dera, Local ~17 
CIO Local f . 
Capital City LO<I'e Blko 
Indopondont Order ot St. Luko 
Richaond Bonetioial lnow-o.Dce Coll!p&Dy 
Southern Aid Society of Virginia, lno . 
Vi r ginia llutual 80ftotit Life Inouranco Comp~ 
Tho Richmond Atro•.U..rioan - - in bondo 
Tho Richmond Atro•Aaerloan - - oold i n otampo 
The Conoolidated Bank • Truot Company hao oold in .bonda 
Sold in Public Sohoolo 
OR A ND TOTAL 

110 BONDS PURCIIASED 

t2 , 500.00 
1, 000.00 
1,000 . 00 
2 . 000.00 
1.000.00 
1,000.00 
1,000.00 
1, 000. 00 
1, 000. 00 

100,00 
35,000. 00 
50, 000 . 00 
60,000 . 00 
40, 000 . 00 
4-7,000.00 

500.00 
153, 000.00 

6, 394. 25 
tfOS,498.2S 
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TREASURY DEPARTMENT 

....,.. 
........ JOOil ~ IJIIDr.&llf I -

WASH I NGTON 

- •• lHio 

~ 1o a 11ot oMors.c ~. Jlt.lHll la..UCo P1aao 1a 11M 

_,_.. Dqaria- - A&•a1••· ...... ot.f b7 J'l'lo 

y.,. wUl 'lie~ to~.,_, .. loa'ft Mt a -Sac 

tw t •• wUIII .liD1nl ~ rolaU,. to r-.,s.c ,. -

-t ._ 1a .,,.,. .. ~ ail wUl M tell...., • Ia~ w1tll 

a Jos.at •otiae w1tlil Mldral ~·• pooplo ... - III.IV1ot ot 

Ool-11 natt tel - ,_,... ot o.fti.U.C IW'Ml,.o ot all llllp 

to hsro .... tu ..,.,I' ot pl•• u woll 11 tlilo ·-•r ot pMplo 

.... ~ lou """""'"' tJiot - --tro.to ..... A&-1•• 
... OPA. orr. 011, .... ~ ... woll ao •• ......-- ot A&ri• 

oalt.o, 1a o.ur to _.. _._s.a ..,, t11ooo,.... lila'N ..._­

or1Uoal ot tJI1o ,....,._ &PO a£91 ... ot tlila .... - -~·· 

ot till ._.,.11 lnb&• n-. 
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f'BIER.lL IEPA!I'I'IIE!f!S I AGE!ICIES I A!ID &STABUSKIIEH'IS Till.'!' .liiK 
PARTICIPAnJiO Ill 'lliE PJ.IROLL SAVINGS PIA!I 

s...raency Rallo! 

Navy llopartment 

Ylar llopartment 

rederal •'forks Agoncyt 
i'l . P. A. 
&. R. 

National labor Relief Board 

Treasury llopartment 1 
Accounts 

Chiot Clerk 

Cooaptrollor or Currency 

Cu.stou 

Appra.her of J.lerchandiso - Baltimore 

cuoto10 Supervising Agent - Baltimore 

Appraiser of Merchandise - Norfolk 

Collector of Customs - Norfolk 

Collector of CUstoms - Wilmington, N, C. 

lll:vioion or Diol:ou'somento 

&treau of iingraving and Printing 

Internal Ra98nue 

CoU.ctor of CUstoms - Baltbore 

Collector cf CUstOJ:tS - Qroenabcro, North carolina 

Agent 1n Charge - Greensboro 1 North Carolina 

Collector of Cuotoms - Huntington, w. va . 

Collector of Customs - Rich!Oond, va. 

A. T. U. - Baltimore 

Internal Re..,nue - Parkoroburc, W. Va. 

!iarcotico 

Personnel 
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l'rocllniii8Dt. 

Public llabt. 

- 2-

Supt. of Treasury Building 

Treasurer of the United States 

United States Secret Service 

&oergency Relief 

Fedoral Deposita Insurance Corp. 

Federal Reserve Co11110inioo 

Tennueee Valley Authority 

Library o! Congress 

llapartment or Interior • 

Bonneville Powr Administration 

Regraded Unclassified



PIIZ!IAL IBP.I.ImiiiiiTS, AlZiiCIES, All1> IS'UBLISIIIEN'IS 'lll.t.1' ARB a:Jr ..:. 
PARTICIPAmiO If 1111! Pi!liOLL SAVIN<B PW. 

!xoout1 .. Office ot the President 

Ortioe tor Elllergeney llanage_,t 

o.partNnt or State 

Department of Justice 

Post O!t1ee Department 

Interior Department 

A¢culture Department 

l&bor Dep&rtc>ent 

federal ;lecur1t1es Agency 

Federal Works Agency 

Federal Loan Agency 

Fodoral Power Commission 

f'ederal Trade Collll!ll.ssion 

Federal Communication COIIIIII1ssion 

Ooneral Accounting Office 

Oo .. ,_nt Printing Office 

Interatata C-ree COIIIIIUsion 

R&il.roed Retire•nt Board 

Securities and Sxchange COIII:Iieaion 

National l.rchi .. a 

United Statu Civil Servico Coaal.aoion 

United States EJ11Ployees COlllj)ensat1on Collllliaaion 

United Statu llar1tia Commisaion 

United Statu Tariff Collllliaaion 

Vetarana Aca1niatrat1an 
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ll&r1 ~1M lAbor Board 

!laUon&l llecl1&t1on BO&rd 

Smithaoni an Institute 

Council or National Defense 

Board or Eoonome Warfare 

Solootive Sorvico Commission 

Co-ordina tion or Infomation 

O!tiee o! Consorohip 

- 2- flO 
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{!)flm .of lift lbtsfur!UM <itnrtal 
•u~Jingtlm.l. Qi. 

Hon. Heru:y llorgentbau, Jr., 
The secret&rJ of the ~wy, 
Yaahington, D. c. 

De&r lleDI71 

llq s, 1942 

I ban your letter ot April 2Stb enclosing copiea 
ot a letter and 1eatlet wtdch ban been aent to 20,000 c...,. 
p&nlee c<lllcaml.ng the p'IJ'l'Oll aa'l'inp plan tor the purchaae 
of wa.r Sartnes Bonds. 

Arter ca.re.t\U atu"' ot your prouaa I t1nd that I 
ban no suggestions or cri ticiau to offer. I !eel that you 
are doing a splendid job and tina~ belien that the people 
ot thie nation will patriotic~ participate in your program 
ao that the quota for bond ealea will be attained. 

You baTe 'II¥ aaouranoe that the !'Oat O!t1ce Depart­
m«>t will giTB every aaeiatance and cooperate in every~ 
poaeible in this higbl)" i~~portant work. 

Sincere:IT, 
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.,.,..., 
OOHAlD II. NilSON ·-

WAR PRODUCTION IOARD 
wASM-. o.c. 

~ ~. 1942 

Dear llr. llorgantbaUI 

I gree.tl;r appreGiat. banns :rour lett.r 
of AprU 25, nth wbich :rou acloeacl • laafiet aJ>d 
other mat.rl.al, regardiJig tba pi'Ocr- to acourace 
tba purehaae of United St.t.a S.nnca Bonde. The 
facto which have been atrooaacl 1n the f om lett.r of 
.l.prU 25 are pertJ.cul&rly pertinent, aJ>d I u aura 
thaT rill han a oalutory effect on tba initial auc­
c .. a or tba pi'Ogr&lll. 

I &Ill confident that emplo7ero and em­
plQ1eea aa well ae the general c1t1cenry or the coun­
tr.r rill make everr poeeible effort to meet the neode 
which you han outlined. 

S1ncerel.7, 

Don&ld 11. llelaon 

lion. Benr:f llorpntbau, Jr. 

Socret&r7 of tba Tre&8ur7 

118 
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lla;y , , 1942 

The Honorable, 

The Secretary of the Treaeury. 

Dear llr. SecretarJ: 

I our letter of April teent;y-DeTenth rl th reprd to the 

<lirectiYe issued liT this office on """"oll deductions UDder 

cost-plu!O-<l-tixed-fee contracts ie TU"f d"Pl7 appreciated. 

I ban cOIIilunie&ted it to the ••bers ot a;y stett who worked 

on the directive and I C8.ll aeeure ;you that it bas meont a 

sreat deal to them. 

I must add, however, that it wes eos1er to accomplish 

this work as a result of the ver;r cooperatin attitude of 

the ••bar• or ;your staff :"fho po.rticipeted. 

'l'b&llk ;you again for ;your TU"f kind letter. 

81Dcerel;r )"<lUrs, 

--~-?: : 
A. H. OART!R 

Bripdier Oenerel 
Director, riec&l 01Tis1on 
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comparison of BlllploJlllen t 1D Compuiee •1 th 
Payroll Savings Plen£ and in Companiea Aeting 

as Iaauing Agents, by Size of Company, May 2, 1942 

Estimated Number ot Employees 

: Companies 
sue ot Company :All Companies Aeting as 

nth Plana Issuing 
Agents : 

empl o:yeea a,ooo, ooo 2, 764,544 

- 4.999 • 5. 500, 000 1,042, 4~2 

499 • 5,000,000 126, 267 

100 • 1,500, 000 1,205 

20, 000, 000 ~.9~4. 448 

ot the Seeretary of t he Treasury, 
Dtviaion of Research and Statistics. 

( 

50 

Per eent of 
Employee a 
Working in 
Companiea 
Ae ting aa 

Issuing 

~4.6 

19.0 

2. 5 

O.l 

19·7 -
May 5, 1942 
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Corpore tiona 
Purchased by 

Acting as Issui ng Agents for Savings Bonde 
Their Employees Under Payroll Savings Plana 

January 31, 19~2 to date 

Date 

Jrnuary 31 .•• 

February 28 .. 

!larch 28 .. .. . 

Aprll ~ ... .. . 
Aprll ll .. .. . 

A,llril 18 •.... 

April 25 • •.. . 

l{l,y 2 . ....... 

orrice or t he 
Diviaion or 

Number of 
corpora­
tions ac1r : 
i ng as 

1ssu1n.g 
egents 

351 

686 

931 

980 

1,050 

1 ,110 

1, 223 

1,331 

Secretary cl 
Research and 

* !lot available. 

Number or 
employees : 

in corpora-. 

Number or 
employees 

i n all · 
tiona act-: 

i ng aa · 
i seuing 
agen t a 

Percen t or 
. employees 
: in corpor a­

corpora- · tiona act­
tiona w1 th : i ng as 

payroll issuing 
plana in : agents 

: the countrY : 

• 15,000,000 • 
• 17 ,ooo,ooo • 
• 19,000 ,000 * 
• 19,000,000 • 
• 20,000,000 • 

3 ,179 , 3~9 20,000,000 15. 9 

3 , 449 ,927 20 ,000,000 17. 2 

3 .9~.~ 20,000,000 19.7 
) 

the Treasury, 
Statistics, 

May 5. 1942 
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CCIIIpaniea Qual1f71ns aa I u\ll.ng Agenta 

April 25 and K&7 2, 1942 

Week ended April 25 w .. k ended lla7 2 

. : 

l. CCIIIpanies with 5, 000 or more .. plo7eea 

Lo\ll.aville & llaah•ille R. R, Co. , 
Louisville , Kentueky ••••.•••••••••• • • • 

2 , 

~. 

oregon Shipbuilding Corporation, 
Portland, Oregon ••• ••••••••••••••••••• 

Great Atlantic & Paoitic Tea Co., 
(Ea~tern Division), New York, N. y,, ,, 

Endicott Johnson Corp., Endicott, N.Y •• 

Allis Chal:era ~tg, Co.,~lwaukee , Wis. 

Phalpa Dodge Corp., New York, 11 . y ,, •• , 

Consolidated Coal Corp., !lew York, II.Y,. 

Texas & Paoit1o Railway C anpaJ~7 , 

Dallae, Texa• •••••••·•••••••• •• ••••••• 

Geo. A. Fuller co. & Merr1t Chapman & 

Soot t Co,, Quonse t , R. I • • •••• •• •••••• 
General Aniline & Pi.lm Corp,, 

Hew York, H. Y•• • ••••••• • • •• •• •••• •••• 

American Chain & Cabl e co., 
Bridgeport, Conn ••••••• • ••• ••••••••••• 

ll!aok llanutaoturing co., 
Long leland City, New York • •••• •• • •••• 

General American Transportation, 
Chicaso, Ill •• • ••••••••• •••• •• • ••• •• • • 

Soo~ Va0\1\a 011 Co,, 
New York, K. Y··••••••••••• • •• •••••• •• 

Subtotal CC111pan1ea wi th 5 , 000 or 
more employe••• ••• • ••• ••••••• •••• 

All other o~pan1••· ··· · • •• •• ·••• ••••• • • 

Total all o.,.paniea qu.al1f71n&• •• •• •••• • 

~1 ,400 

28, 214 

20, 000 

19 ,~24 

18, 710 

15,699 

9,998 

8 , 618 

6,729 

5, 871 

5, 000 

186,494 

84.084. 

270, 578 

1, Oompani&o 71th 5, 000 or more emploteea 

Bethlehem steel Corpora t ion, 
Behtlebam, Pennayl•ania • • •• ••.••••• 

2, 

• 

Western Bleotrio Corporati on, 
New York, New York •• •• •• ••••. • •• • •• 

Baltimore & Ohio Railroad, 
Balt~ore, Maryland • •••••••••• ••••• 

Crane Co., Chicago, Ill ••• • •• •••••• • 

Philadelphia Suburban Transportation, 
Pbiladelp~& , Pa • •• •• •••••••••••••• 

Ullited Shoe llachiner,, Boston, lo!aaa .. 

Colgate Palmoli •e Peet Camp~, 

Jeraey City, N. J•• ••••••••••• •• ••• 

Wal4orr System, Beaton, Mae•••••• ••• 

Columbia P1cturea Corporation, 
New York, N, Y• • •• •• •• •••• • • •••••• • 

Southam !lew England Telephone, 
Mew Haven, Conn •• : • • •• ••••••• ••••• • 

L. Bamberger & Campan7, 
Newark, N, J •••••••••••• • .• • ••••••• 

Cit7 Ioe and Fuel CCIIIpell7, 
Cleveland• Obio •••••••••••••••• • ••• 

W1111aa P1lene Sona oo., 
soaton, M&•• ··•••• • •••••••••• • ••••• 

Subtotal C'*P&niea with 51000 
or aore emplor•••••••••••••••• 

All ot:t.r ocapanl•••••••••••••••••••• 

T:otal all ocapaniea qual1.t)-1.Drs •••••• , 

Office ot the Seoretar, ot the Trea&urT, D1v1aion of Reaearoh and Statiatioa. 

!haber 
ot 

Emploteea 

66,2~9 

10,~62 
10,000 

6, 000 

5,159 

5 ,lo6 

5,000 

~95.442 

89.079 

I48Jr ,W 
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UIJ!ID ftADI llnat ... 
CONFIDEN~ 

lalH d>ll1ac AF11 _, -.;, 19112. ))- ..,. 
a. .....,l.o of l.,.u prloe 

(Ia 1111llou ot to1.lan) 

Aprll -.;, -.;, 
1}.0 • 12.7 20.0 
11.3 11.6 2.1 19.11 
10.8 twl4q 1.2 ...., 
12.1 22.3 1.11 5·3 J2.6 

g -dq hD4q hD4q 
18.0 2.3 a.o 

7 •·7 .a 9-0 

8 11.9 1.1 6.6 19.6 
9 12.2 1.0 5·7 18.9 

10 10.8 1.6 5·3 17.6 
11 7.11 ·7 2.7 10.1 
12 iluD4.q ~ 

......., hD4q 

~~ 
22.2 8.6 33-2 
'1.7 1.1 3·3 13.1 

'·5 7·7 1.~ 5.11 111.3 
16 13·5 1. 7.1 22.7 
17 10.1 .a 3·7 1~·3 
18 10.3 ·9 3·3 1 ·5 
19 iluD4.q llm4q llm4q hD4q 
20 18.6 2.2 9.0 ~-· 21 9·11 1.0 3·7 .o 
22 12.0 1.9 6.1 20.8 

~~ 12., 1.8 5·9 20.2 
111. 1.7 ':l 21.8 

25 11.3 1.3 17.2 
26 ,_., twl4q ......., llm4q 
27 21.0 2.l 8.0 31·3 
21 11.8 1. 6.1 19.5 

ot ,,.. horetaq ot tba !rMftr7, 
DlYloloa ot ... e&reh aa4 1\atlatloo • 

.U1 t~ are t~odto vi\b \M fi'Mover of \M lllllUt 1\a\H • aoo-t 
ot proo...., ot NlH of llllU.t 1\a\'H oa't'iJip loetl. 
"-&VH 11oft ke r....t.t oat ¥111 aot uoHoarllT ott to \0\alo. 
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Itoa 

unDID II!ADI Ml'IIGe lOBI 

laleo la llq Oo.par.a vUh April, 19112 
0... J&ah of I oou hloe 

l'lrot !hroo hduoo Dqo 
(llq 1-~, Aprll L-}) 

(Jaouio la ihouu4o ot dollaro) 

54 
CONFIDENTIAL 

W oo Iaor ... o or Door ... o (.) 
:---_:.,..::.::.._ __ 1 Ia l!o.r Oo!!!!ar.a vUh .April 

I I 
1 Apri 1 Jao'llll.i Pu'*' i 

Sorloo I 32.~ 

- 1.7 8or1oo 7 

l orloo 0 - .ll.! 

Offloo of tho 8oOHia1'7 ot ib.o !roan17, 
Dirioloa ot &o.oarob. &Dl Statloiloo. 

Sovcot 

lotot 

.Ul tlproo are 4.epodh vUh iho !r...,...u of iho Ualt.a Siaioo 
oa aoooui of pro....a& ot oaloo of UaliM. liaioo oo•bp llollllo. 

ftproo b.a.,. \loa ....-.a io -••• i bolll&llll &114 will ""' 
IIIOOIO&rllJ a44 io iotalo. 

Regraded Unclassified



Po1\ OUloe 

unDD SUDS UTDOI BOJI)S 

llai~ h111 - llq, 19112 
Oa l&ela of Ioou Prloo 

( l a \loou&ll4o of .S..U&n) 

Joa4 lalu • Jut lo114 hlol .Lll Joa4 hlo1 
:Date 

lerlo1 • lerlH. lerleo r hrieo 0 !o\al hrll1 • hJ'lll r 

lq 1,V 

1 • J,21, • ,,116o • 1,1179 • 5,1211 • 16,762 .12.~ • 1,1179 
r J,lllo 1,111111 1,0012 6,8611 16,~ U , 1,002 

II 6,015 16,2511 2,712 7,6)6 26,6o2 22,270 2,712 

!o\al • 12, 3711 • )11,151 • 5.192 • 20,J23 • ,,6711 • llli,5Jr • 5.192 

. 
OfflM of \M .._,81'7 ot \M !J'euv7, lllTlaloa of •ueroll ea4 1\&UI UOI. 

lftl'oel .Ul fipnl are Upoll\1 vl\11 \Ill !J'....,...r ot \Ill U..Uocl l\ah1 oa aoona\ of proo-1 ot 
0&111 of 'llal\M 1\atoo oa..taco 'boD4o. 

lo\11 Plproo ban llooa J'Oa4o4 \o &MJ'II\ \llouaa4 &114 vlll aot UOIIIal'l~ a44 \o \o\ale, 

hl'lo1 I 

• 5 .... 
6,1&1a 

7,6)6 

• 20,J2J 

h\al 

• 1'·= 1,, 

Jr,W 

• 7!.0111 

Regraded Unclassified
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56 
TREASURY DEPARTMENT 

DAft )U.;y 5, 1942 

Secretary Morgenthau 

llr. Kuhn 

H.ere h the detailed popularity rating of American, 
British, and other war heroes , as shown in a t elegraphic 
poll of 364 interviews in scattered oitiea throughout 
the countr;y. The question aeked wae whether the people 
interviewed would be ver;y likely, only fairl;y likely, 
or not at all likely to go to hear theee fighting men 
if they should give a talk about their experiences. 

Taking the •ver;y likely• anawere, the;y go as 
follows: 

The flier who dropped the first bomb 
over To~o . . . • . • . • . . • 

A U. S. Navy flier who ehot down six 
Japanese fliers in the Pacific •• 

The American Armf officer who led the 
flight from Australia to attack 
the Philippines • • • • . • . • 

A leader of the American Volunteer 
Ur Squadron which hae been 
fighting in Burma • • • • • • . 

A British flier who hae taken part 
in bombing raids on GermallJ • • 

A Ruaaian Tank Corp• officer who 
helped to keep the Germane out of 
Koacow • • • • • • • • • • • • • • 

A British Commando who haa taken part 
in raids on France and Norwa;y • • • 

i Rueeian flier who hae been fighting 
on the German-Russian front • • • . 

A Dutch submarine officer who aaw 
action against the Japanese in the 
East Indies • • • . . . . . . . • • 

An Australian flier who fought the 
Japanese in the Indies • • • • • • • · 

A Serbian guerilla who had been fighting 
the Italians and Germane in the 
Yugoslav mountains • • • • • . • • • • 

A Chineae f lier who had been f ighting 
against the Japanese in the Far East • 

57% 

56% 

41% 

39% 

Regraded Unclassified
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!a I wrote you yesterday, I feel that the 
59-53 ratio between the lmerlcan who boabed TokJo 
and the Englhh who bombed Ger.l!J h a clear 
indication that British bomber crewa would get a 
tremendous welcome in this country. 

I attach a complete breakdown of these figures 
in oaee you are interested. I should like very 
much to send a copy of thi a to Ur Warahal !vlll 
am Ge~&l Beaumont Nesbitt. . -

} . A:: . 

57 
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MaT 2, 1942 

omg or nets NIP rm!!JliS 

Queot1on (aelced about throe d1tferont groupe of people). 

1. Suppooo tiloao poroono '"'re iiving a teJ.k about tileir expor1encto, 
would you bo nry lllcely tc go hoar tilt tirat one , only fairly 
llkoly, or not at all lllcoly tc go hoar !WI? How about tbo 
oocond, how about tile tnird, how about tile laot one? 

2. How about tile group on tbio card, ae~ tbat tiloy could all 
apoalc good Engll.llll, would 7011 bt nry lllcely tc go haar tile 
tirot one, only fairly lllcely, or not at all lllcely tc go hear 
blat 

). Saat ae 2 above. 

Firat Group 

J.. Leader of tile American Volunteer Air Squadron .rhich haa boon 
fighting in Burma 

Very lllcely 
Fairly likely 
llot llkely 
D. X. 

B. U. S . D&"7 tller who ohot down tix Japanoet tllora in Pacifi c 

Very llkel7 
Fairly lllcely 
Not ll.koly 
D. 1. 

O. Tbt Alltrican """1 otricor who led tilt !Ught trOll Auetral.ia 
to attock tbo Phllippinoe 

Very lllcoly 
Fair]J" likely 
Not likely 
D. X. 

D. Tbt flltr who dropped tile tirat bcool> oTtr !oleyo 

Very lllcoly 
Ft.irly l.ikaq 
llot llkely 
D. X. 

Regraded Unclassified
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SocC!II4 Grogp 

A. A Ru11i&JI tlle.r who hea been t'icbUns on the Gonun-Ku .. ian !'rant. 

Veey likely 
Fairly likely 
Not likely 
D. X. 

B. A Cbinoee flier who hes been f:lihtln8 asainet the Japanese 1n tno 
Far East 

V117 11kely 
Fairly 11kely 
!lot 11kely 
D. lt. 

C. Br1t1ab tller who hes tsl<on part 1n bo<ob~ reide on G•""""'T 

Voey 11k•ly 
Fairly 11k..ly 
Not 11k..ly 
D. JC • 

D. Auatrallan flier who fought Japanese 1n Dutch East Indies 

V•ey 11kely 
Fairly likely 
Not 11kely 
D. K. 

Third Group 

A. Dutch su'bllla.ri.M off1e•r who bed soon actiOD qainet the Jape.noM 
1n tho Dutch Eaat Indies 

Vorr 11kel.7 
Fair}J' 11kel.7 
!lot 11kel7 
D. lt. 

B. Ruoaian tallk corps officer who had helped keep the Cerewu~ out 
of lloecow 

Veey 11ke}¥ 
Fo.irly 11kely 
Not 11ko}J' 
D. It. 

Regraded Unclassified



c. Britiob C...ando who baa taken part 1n ral.do on Frcee and 
Norwq 

Very likol.J-
1'&1r zy likozy 
Not likozy 
D. X. 

D. Sorbion guerilla who had boon fighting the Italians end Gel'lllt.no 
in the l'QIIo&lavia mountaino 

Very likoq 
Fai.rzy likol.J­
Not likol.J" 
D. !C. 

60 
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llr4Mr ........ ,...... 

I ,, Sl' JW ..U M lldo­

..W 1a ..... -l.NeC Ml ..... Jial. 

l'eJOft "-- t.a.. "l•a&le ... 

JUUle .,_ a a '117• 

77--?:1. (! . 

.s .S. 7 · \O '.r.r 
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Telegram received this morning troa John A. Hartford, President, 
Great Atlantic and Paoitio Tea Ooapanr, Mew York 

•More extensive aurvera in seventeen oitiee or weekend 
business show considerable holding ott in buring at aanr pointe, 
awaiting lower prices. Outstanding are Louiavi lle , Indian~is 
Saginaw, Flint and Detroit. Somewhat elowar business in 
Chicago, New York and Philadelphia partiallJ attributable to 
no sugar glee, which constitute two and halt percent or our 
business, and ehortage or cottee . Blighteat reaction ia in 
New England area. 

1 M&ny inquiries in s t oree over weekend throughout territorr 
a a t o when ceilings Wil.l go into etteot. Nwuroua ouatoaere 
state prioae have bean soaring too tast and about tiae eomath1ng 
was done. Still continue to get comments butter should be 
under ceiling, and complaints on cottee prioee. Appeara people 
expecting much more drastic price reductions than Will be the 
case. 

•Still getting inquiries aa to whether ceilings Will be 
alike in all stores on all commodities. High percentage ot 
customers not acquainted with detaile ot regulatione. Believe 
strong educational campaign will be required. Some however 
already asking to eee our oeiling liata. Some hoarding noted 
on evaporated milk and oottee subatitutee euoh ae poetum. 
Manufacturers report practically no business trom wholesalers. 
Aa result manr reducing prioea in advance ot Ma7 11 deadline.• 

John A. Hartford, Pr,sident , 
Great Atlantic and Paoitio Tea Companr 

Regraded Unclassified
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DMr Ola'114al 

I \ll=mp\ 7" -a14 lie ia\v­

ee\&4 1a \lla -loaa4 \al-.n,&la 

npon ~ t.laa UlaaUa _. 

PaoU1a ~ 0 ;av. 

81 •• ~,. ,_., 

(81p o4) l!eaq 
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..._. 1.a toM -to.et Mlecra~Ue 

npOR r.. \U AUa&Ue ... 

:Paeltte \'ea c ,.v. 

(IS,ped) leu7 

·-Ill• ,.,. ·el-· 
~-. wv~ ....... 
... , ..... D.o. 
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Deux-a 

I , __ .,., JW W01Il4 -· 1&'--

••t.t 1a \be -·~ Mlecn~• 
npon ,_ \lae A\lu\le eM 

P .. tne .,.. c...,.q. 
8laoeftl7 ,._.. 

65 
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MAY 5 1942 

IJ dtu lr, PrHldHtJ 

rvt•or refor-.. h .ado te ,..r .... ,..,_ 
of April 11, 1941, traa .. lt\1., a lottor addrHe .. 
to Ire ..... -.olt .. April 11, 194a, br lr. 0. L, 
trow ef a.u .. , lt.lH, wt .. , .. ,.... te ...,,.. fer 

euetMe •'"'"• , ..... ,_. • .,star• at tit• ea.,.. 
belle .... ferrr. 

fte ••teu ..... ruae lan reqtalre , .. , o'llrtlao 
EozpozeaU• a\ t•• etata,orr rahE be OOllH\od ~ 
tlte .. ll .. tere ef eaeteae fr .. prl .. \e tz,oroete fer 
ou•toe• nm ... rozdorod at atpt or oa ...,.,,, er 
lteltdar•· It 17 .. ,_. .. ta •U• .., ,..u., 
•tu\ U.. O...r&& •• ta '" Oou\ of Clalu , .. , 
title r..-sr ... at .,pl1•• ., .. '"*'' tit• eomoo• aro 
vt'•'• _.o rocalar t.are of -.,, of 'Ito efft .. ro or 
oepler ... ud are u\ ta •••oe• of taao _.or ef 
aao.ro of eerrloo roaalarlr roqulrod . !late te \Ito 
\JPo of ... eallod onrthe eorrtoo , .. , h bel., 
farat_.od a\ \Ito Qaapobello forrr . 

Regraded Unclassified
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Ia nn of \M '"" .. uu .. u ... •llMMH 
ol aa\OM llaYO Mall lutnetM te •• "',.,...,of 
oY~rtl• eaapin=tt• tor all ... Ia Hnt ... ,_,.,... 

at al&U or 011 ••*r• or ~aou•r• • rOfalu \ftra 
ol clu'J ud Jwtl4 all aoaor oolloo'.C la ., .. tal 4e­
poe1' ...... , ... ,11 'll• ... ,,.,.,., llal ~ .. flaollJ 
aoUled. ftooo do•""o a• lou' aho aot101 te "• 

puU•• 1a lD'•'"' ••• "•' aor ~ llold Uuh. Ia 
ouea wlloro noll IOM""a are .. , ooapll141 wt~. u .. 
"or, M uUOII 11 aow ~lDC tat• to oator01 ,.,...,. 

4ooor41DC1J, , ... eollMW ol outou •' .. rU&M, 
lahe, 11 MIDI lae,natoct to ••U•• te flanlall 
OUI,ODI IOfYiOI oa lnaciiJ a\ 'Ill Oea,lbOllo foriJ 

"'• ""P lata t.Uh for ... ,u .. IMP•••Uoa are 
.. , pald. 

tile a.,,., froa ar. lrown. 'raaoalt\M •t'll ,.., 
aoaora..._, 11 re,uratd lltrewl,ll. 

ras~r.11r , .. , •• 

lll .. tl) •••••• ,.t~··· ,.; 
toua\arf of , ... trouur. 

"• PrOildoat, 

!lao •tto llolaao. 

Regraded Unclassified



George Baaa 

seore~ar.r Yorgenthau 

68 

llay ~. 1942. 

:ror the ~..Say lunoh-, I wl. ~ :rou wou14 han 

•- rl&h~ UP-to-the-llinu~e oh&l'R OD too4. I -~ t.o mow 

wlla~•• happenh&, pU'tloular!y ~o t.he b aaio tua o .... -u~t.lea. 

Ia W1olalr4 4o1D& all that. he oq ? J'rca 10'D' WMitl7 repon 

it. do••'~ ••- •• though be ia. I haTe ott.en woD4ere4, 

OD hia bll)"iD& tor IAD4-Leaae, bow IINOh at.t.ut.ia~~ be peya 

to tha paerel coa~ ot toot, and it be ner lab-up in 
up 

hla 'bllT!D&, wbea t.bey l'll8h t.be marke~7on bia. 

Regraded Unclassified



.., ,, 1942 

Dear llr. 11Rrle7• 

!bMt ,_ tor ,..... le\\er ot 

-~b. ciYiJoc nc- .. ,..... ..U­

Mila cold ....s cloUan u a\ AprU JN, 

lOUt, 17\b ..... 24\b. 

~~ """"· 
($(~1Nf_) R. .D. ~e. 
B. D. ~\e, 

D11'eo\or of .._....,. '"-rob. 

llr. f. L 11Rrle7, 
• 11r1ua lllw1T c:-u ta 

llor\b .....-toa, 
._ &lo '-JM'n l1'tlftklln 1\aUon, 
•et.'rc'\on. o. c. 
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THE BRITISH SUPPLY COUNCIL IN NORTH AMERICA 

IOoX-

llay 4, 1942 

OM~ Dr . l'lhite , 

You ~ill find below the ficures of our available 
~~ld and dol lars as at various dates in April . The ficures 
•or ti:P. end of the month are not in. I Y.ill let you have 
• e".l ;.hen they co"'e to hand. 

Total Gold ~ncludinc Belgian) 

Off1c1ol Dollar Balance 

Total Col d and Dollars 

tess : Belgian Gol d 

Scatter ed Gold 

Gol d reserve against 
i~ediate liabilities 

J.va1labl e Gold and Dollars 

· H. D. V/h ite 
Director of Uonetary Research 

Uni t Ad Sta tes Treasury 
r:ash1n.: ton , D. c. 

A;>ril 
_2_ 

64J 

....2.i 
698 

105 

91 

...lQ 

492 

1942 

April April 
_.1Q_ _ll_ 

645 661 

....2. __22. 

69'.1 720 

105 105 

92 108 

JQ ...!Q. 

l.2Q. m 

April 
~ 

671 

...1!! 
729 

105 

110 

JQ 

iM 
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Dopart.aent. or State 

Financial D1 vision 

llr. Harry White 

llr. Livesey 

llay S, 1942 

Cop ieD or letter or ll.arch 18 frog Sir }"roderick 

reply regarding Near East 

Lend-Lease proceeds. 

Regraded Unclassified



0 
72 

0 
p 
T 

WT dear Sir 7ro4or1ok: 

We haTe oonaidered and haTe diooueood wi th tho LeD4-
Leuo A4a l n!atrat1on ud tho TreuiUT th8 qu.oetion rabe4 
I n your letter ot lolaro.h 18, 1942 relatho t o tho ter~~a 011 
whioh loDd-l eaeo euppliea t or tho o1T111an population 1n 
Middle Baatorn oountrlea ohould be diotributod. Tho reeult 
or t he .. 418ou .. 1ou 1a t hat we agree with you t .hat ouoh 
supplioa ehould be eold rether t h&A giTen awa7, tor tho 
reason• giYOn ill your letter. 

The not ,proooe4e attar allowing, ot oou.rao, tor all 
eXPenses ot dietributiOA should, we think, be held in aD.7 
convenient dopoaitorr, e i t her a bank or the Treaaury ot 
t he ooUAtry in whioh tho dletrlbution oooure, in tho l ooal 
currency ot that country, to t ho or edlt or tho United Statoo. 

Thia GoverABOnt would not expeot to tranater auoh tUJide 
into 4ollara, but t o uao t hea looall7 tor ito OWll expendi­
tures, either ~oll, or t or the purchaM or local pro4uota 
or tho lUce. 

It thb arr&~:~&emeot • - appropriate t o you, we will 
instruct our reproaontatiTee l n the Ki ddlo East SupplJ Centre 
aooordlogly, and will write appropriate clauses into t ho 
Lend-Lease agreeaonte t o be negotiated with the govornaeota 
or t hose oountrioe. 

Sinoerol7 yours, 

Sir 7re4er1ok Phillipe , 
The Britio Supp!J' COUAoll 1n North .AMrioa, 

Box 610, BonJaain :rranklin Station, 
waehlngton, D. c. 

Regraded Unclassified
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Till BRITISH SOPPI.T COUJICIL D 110R!H AIIIJUC.t. 

Rlpubllo 7860 

D .. r Ill'. AObaaon, 

Boz 680 
Ben.,aala ll'IUIItUJl Sktloa 

w .. h1Qitoll, D. c. 

73 

Ka:r I aak tor :rour adY1oa on tho qu.ation of the tar.a 
on Wbioh land-laaaa auppliaa to certain Middle EaaterD 
oountriea, whioh wo hope will be fUrD1ahod throU6h the 
Middle Eaat Suppl:r Centre, ebould be banded on to the 
roo1p1ant oountriea? 

The queatioll whioh g1Yoa riao to d1ff1oult:r 1a that ot 
goode d1atr1butad to the o1Yili0Jl population of the oouatrioa 
oonoornedt 1D particular I!Qpti Il'q OJld Ir&ll; a t;rpioal 
oaee woula be wheat or ~at t our. 

It tho auppl1ea are d1atr1bute4 tree ot charge to the 
oiYilian population the proeent d&Dgoroua 1ntletioaar;r ten­
denoiaa 1D t hoaa oountrioa will be 1nore .. od ainoo the 
mono:r whioh would haYe been apent on oaaont1ala will be 
nailabla tor ozpoDditlll'e on other thinga. WoreoYor, in 
tho oaaa ot f oodatutta, tree iaauoa to tho o1Yil10Jl popula­
tion W.uld haYo a bad effect on tho oampa1gn to produce 
1110ro food looall;r on whioh we rut our mala hope ot ...,ill& 
ahipping later. Further, it 1a almost 1apoaa1blo to work 
a ayetem under wh1oh ao .. food 1a aold, while other food 
(lend-lo .. a) 1a &iYan awa:r. AD7 attempt to work euoh a 
eyetem in tha Kiddle East would euroly l ead to graft on 
tba largeat aoalo. 

Tho question than ia aa to the diapoaal ot tho prooooda 
ot aalo. 

Thaao sooda are proYidad to onauro the pol1t1oal 
atabi l1t:r of the oountriaa oonoarnod and honea to help on 
the war effort aDd we - DO reaaon wh:r thaao aupplloa 
ahOilld raeult b budgetar:r raHat to the countrioa oonoornod. 
It you aero• aa t o t hia , oa. aolut1on Wbioh oocura to ua 
1a t hat tho IIIODOJ' ahould be reta1a.d by the IUddlo Eaat 
Suppl;r Centro and uaod to Mot your and our na.U for looal 
ourrenoy ariela& out of our war aot1Yit1aa in that area. 
Another poaa1~11t:r la that the aona:r abould be eat ae1de 
and uaed to proY1do a fund Wbioh oould later on be uaed 
tor the benefit of the oountriea oonoerned. Other alter­
nat1Ya aolut1oaa oould DO doubt be daYlaod • 

.t.a pol1t1oal aa well aa purely tinanoial oona1derationa 
are olaarly inYolYod I thought that I ahou.ld put t ha matter 
before you in the t1rat plaoa, but the Land-Leaaa Administra­
tion are alroad;r aware ot tho problo• and tho Troaaur:r ..,. 
alao be lntereetod. Perhapa I a1ght d1aouaa it with you Olldt 
it you th1Dit uaotul , with reproaontati••• of othar 1ntoraataa 
dapor\Mnta, at a oonnniont opportun1t:r? 'r» .. tter baa a 
oertain urgeno:r aa the arr&Dg ... nta .uat be aot on toot. 

Toura a1Doorol:r, 

., • PHILLIPS 
Kr, Do&ll .t.ohoaon, 

.t.aa1atant soorotar:r of State, 
w .. hiQSton, 
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Dear ~recktnr14ge: 

I han lnltlal.a the ran-
dwa of ;rour oonnreaticm wi th t lllnhtn 
of Sweden rerrcllng lJUIIJ'aDOe t t he 
GRIPSllOIJI an u retUl'JitnC 1 t he ewl th. 
Thank 1 ou tor ale o • eli41.Qi • oar toP 
~ tllea , -.hlch I han relainea. 

lOUPa alnctPtlJ , 

(Btpod) aUJ7 

Ho11 . llreoklnrldge Lcmg, 
bahta.nt Seore{ar;v of State, 
~tate Departaent, 
~&ab ington, D. c. 
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J.ly deo.r Henry: 

v _.) ~ 75 

D~PARTMENT OF" 8TATE 
WA8H I NGTON 

May l, 1942 

Attached herewith is a momorandUI!I or ~ 
conversations with t he l.linistor or Sweden and 
with yourself on tho subject or the insurance 
1'or the Gripsholm and the release or tree dollars 
in the amount of the loss in case the vessel 
shou1d be lost . 

You suggested that you would initial a 
memorandum, Also attached i s a carbon 1'or your 
1'1lea , 

Very 

El'\closurea : 

l!emorandum or 
conversation and 
carbon copy. 

The Honorable 
Honry !Jorgenthau, Jr , 

Secretary or the Treasury, 

Regraded Unclassified
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.. ,. 1, 1gu 

Subjaota Iluuranoe on t he !lfip!hola • . 

Part1o1pantea 1'be Swedhh ldin1ater and Mr. Lon&J · 
1'be s earetU')' or the 'l'l'eaalll')' and !lr. Lolls• 

1'be Swedhh 1.!1aiater telepboaad 111e to .... ., that hie 
Oonmment deaired to retain 1n Sweden some or the 1ba'llr'­
anee Oft the ~i~aho~ tar the reuOD that 1n oua tl» 
veaaal were ~~ ~ anticipated d1tt1oult'J about settins 
tlmd• J'em1 t11ed rr- the Un1 tad States. '!'he ooat to the 
United Statoa ot·thll lnal.ll'nnoo rotaillod 1n Sweden wollld 
I'IDl betweeft troo,ooo and *'<lo,ooo. 1'he alt-t1n 1a tar 
the United States OoYe~t to aaa- the entire •Old 
ot 1D.8UJ'8Dee • which could be dcae at praot1oall7 DO ooat 
\IIIJAu the '9euol should happen to be loat, in which cue 
the Amel'10&ll Go..-.~ ahoul.d acre• to tr11D81111t 1ft tree 
dollan to the Swed111h 0o"tel'IIMDI; tuDda 1n the aJIIOUDt- ot 
the inauranoe. He aaid that it be cCIUJ.d get aaaurancea 
rr- th1a 00'9er-t eo that he could send a .. UZ"anoea to 
hie Gon~nt he ,... ot the opinion that the Swedish .. 
00'\'ernunt wo,ad S...d1ately wii;Odraw troa ita poaition 
and COilHnt to tbe charter partJ'. 

I d1aouued the lllt.tter with the Seoretarr ot tbt­
'l'l'eaalll')' in the Cabinet Roca ot t h e llhi te Houae and he ... 
san .. hie U8UZ"anoea that 1n .oue the ~rioan ~wua­
ment auu..d t he tull inaUl'anoe ·on the 02'15hD~ and 1n 
oue that nuel should be lost, that t&e 7 ffOlll4 
paret the tl'llnlltei' ot tree dollar• to Sweden 1n the 
DaUnt or the l oaa. 

I telephoned to the )liniater ot Sweden and a4't1.aed· 
b1a and he aaid that he would ~dtatel7 send u•-••· 
to hh Oon~nt and would ursa thea to withdraw troa the 
podt1on which the7 bad held and to oonaanl; to the olal'ter 
part,.. 
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NMC 
This tcltgrcm must bt 
prrr.phrrscd bt for t bt 1ng 
communlcrttd to r.nyonc 
oth£ r thrn r GovE rnmE ntrl 
rgtncy . (BR) 

Sccrttr ry of Stntr , 

W: ahington . 

246, Mry 5 , 11 e .m. 

Sydney 

Drtcd Mry S, 1942 

Rcc 'd 5 : 18 r .• no . 

Rtftrcncc is mr.dt to Dt prrtmr nt ' s ttltgrc.m 

no . 173, llry 1. 

D<tt rnd numbtr of bill undtr rtftrtnct 

3299, April 7 , 1942. 

Pi.IJIER 

•• LC 
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Ie rtplT rtft r \o 
J'l) 8~. 516/1111 

tU .....,r~lt tU S.Ort tar;r of t.ht !rtaftr7 _,. 

t DOlOMt a COJIIr of ooDfUaeUal f.tiJI&\oh 110. 7123, f.aW 

J.prll 32, 19112, froa t.ht J.atr1..,. •'batt7 at Ito f.t 

Jaet1ro, traeta1U1Dc 1Dfoi'II&Uoe rtcaz'Uac a propotal 

troa the laak of laterD&tloDal Settle .. eta, laael, that 

the laak of lrasll e:alb- about 500 ldloc:raaa of colt 

apieat the ,_ we1cht 1D bart or J.aer1cae oolDa at 

luaDoa J.lrat , or alteJ'IUltlnlT ahlp tU colf. 1>7 air. 

Proa •'baaa7, llio '' Janeiro, •••toll ...,, naa. J.prll 32, 1~. 
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••• p.aa 

h'bJ..," l'ro:POul of a lwtoo Jealt \o \ho leU of huU 

COIJ'llll!l'lW. 

'fbo lloo.ora'blo 
'fbo loorot117 of 1\ato, 

VaoiL1~~&\on, ll. 0, 

I ba'l'o t.ho honor \o roport t.hat t.ho ll1rootor of lbnheo.p 
of tho BaDk of :BruU baa lo.to...a rtf Oo•orolol AUaobo t.b&t t.ha 
:Book rooo1'1'M t.ho t ollovillc propooal troa t.ho ~u •cl-to 
Io.toi'II&Uonllll,...llolo 1D \ol- 4aW AprU 1), 191131 

1 PJIDC)r l'r1a'l tolop-a]!bior o1 ID'r1-r1oo 
ocball&or Ito lill&oh or onrlroo. 500 Ire• tiD aotN 
4o oo1a' choo 'I'ODa coo.tro - - poUo or 'barroo o• 
•ocl•• aaor1ca1Doo -·• Alroo. 

SJOOJllOr S1Doa J10urr1oo 'I'ODI aottro ev p 10( 
\ .ruepor\ aer·i en. or aaaur1 en trance 11111111 o• 
pooc o \ono r1oqv.o o OODt r1oqv.oo curro, pr1oro 
ca'blor propoo1t1oo. on 1n41qv.ont tra1o. • 

!'bo :Book of :Bradl hao ropl10( to t.ho lwiu book t hat i t 
r ocroh that H 1o =•blo \o aocopt t.ho propoul. 

J'Uo lo, S5J.. 6 

ohrcow 
5-6-113 

Roopoct tullT 70~1 
J'or t.ho Ao'bo.oauor l 

.Joba J'. •'-•· 
Oo=ulor ot •'beartt· 
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SECftET 
MINiaTDII'OII ~OIIEION AI"''AUI8 

Alt:tUaUC Of" CHINA 

lUf 6, 1M2 

Dear llr. Morr;ontbau • 

lD connection with our oouYeraatiou tbe 

other •••niD,, I aa aendin& 7ou the enoloae4 letter 

r;1•1Dr; the looat1on ot th• Jap~••• airpl~o 1nduotry 

baood. on a otucl7 wbioh -• ad• by our people, 

With kiDd.eot r er;ard.o, 

lboloeure 

Tba Honorable 
B•DJT Morr;entbau, Jr. 

leorotar)" ot tM TrKeury 

•·~-. D. e. 

Regraded Unclassified
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IIIIIUL C-lfiOIII ... LOCA"- or YC JAHC. Allfl.- IIIDUIYI' 
1-nl .. fte Ill .... IHI 

NAIC or rAITHY CA,.IT&L lfbl W _,,. L .. &YI• 
( ,....... ftll) 

KUAC MAYY AI•~ 
rAITOIItY 

IAICMO NAVY Ala• 
,LANC , .. fOIII:Y 

YUKOIUICA NAVY ,.,, .. ., 
MfTIUI IIMI NIAVY 
INeuiTRIAL AIIDCIAT• 

......... 

I CM11 110,000,000 

kAVAIAKM.VtAT I .. 
I..Uifai ...... . ,. ... 

TAIMIMAWA At•eeArT 

10,000,000 

10,000,000 

....... ,. .. aa,ooo.ooo 
AICMI tr•r•AL (~IT• 
RIC ••••••• ,... so,ooo,ooo 

KAWAMIIMI AtacaarT 
AIIMIATI.. 11,000,000 

IMOWA Al•t•an 
AIIM IAtt• 10,000,000 

··~· 
••• , .. 41C. 

... ,.,_.,., 

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

'''"""-•• 1 ....... 

At ""-Alii CHI-· 

---· -· ............ ..__ . 

MAI...,...I lttU• ,..., .,.,.. ... ... _. .. 
IUfiiiiiA'KCN OT A• ........ ; , .. .,. 
lull I WAIU ICU ; ,,..., ........... . 
•ct~~Mettl; , •• ,. , . ...,. ... 
KOK ... I HIYA• .... , .... , .. 
,..._l ltl• ....... ...... _ 
IW'''Ont l It-- ..... 
IMITAIIU 'flll.tl• .... 
, .. ,. ,, ...... . 
WAIMO 

NA ... YA ... I tit••· 
,.,., Ctnt•IMI• ........ ; ~ ... ., ..... 
··~.u ~., .. .... 
Mltae.c• lfAMfO• -
T .. YO WtloNeAIMI• 
W lll\ttiAI ... 

• 

.. ...•.. , 
~~­•• " ntaa __ ..., 
u••.., •••• ........ , .. 
A .. Y HOU1• . .......... . , " '"" ..., .....,,,, 
UHI IIY filii . ...... , .... 
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MAIC I P PACT..,. 1 .CAPIY- ITIW W ,,.,.. -_, 
To~YO IIMIIAW&JI .. 
OOCK't'AII 

To•YO QAI (LIIf.ll 
AttOCIATI .. 

0AI MIIION A¥1ATIIN 

j 
• •• ooo.ooo 

••• ooo.ooo 

IMIUifl't' AII .. I&TI .. 110,000,000 

VAfANAIA . ... .... 1,000,000 

H fl~ AIIIIAPT 
AIIOCUTt- 1,100,000 

NI I ON AYIATI .. I•• 
IIUIYI Y AIIMIAft.. 1,000,000 

fDK't'O A~t&TIOW Alii• 
c I At I ON J,IIO,OOO 

N.UITA AIIII&PT 
MANUP At,.. t, 000,000 

ITO AI IIIAPT AII~-
CIATIM C-,CIIDO 

Ton~l .. o~~a •-· , ... ~ ....... ,.,.. ..ooo.ooo 
f'Vtilll'UIA 1-..yiiAL 
AIIM IAtl- 1,000,000 

lttOCIATill IAU.._ 
MAMUPAIToeY 100,000 

...... 
···~ lllelllft 

••--• • •••ar 
""""' 

r•u-• ._,IN 

Alaou. -~~• • - .. ,..,, 
,.., .. Ntml ru·-·•-

., .. _..,, 
AI .PLAIC IHI IICI ,_..,, 

··-· -·"-,,.....,... 1 ... 11 AM ..... 

""'"' ........ u .. 
T•n lr&MTAIICU 

A ll~&~ . .. Ill 6 M&f&MCWIIYO 

·- PMft 

LIIMf All"'"&• 
1 ...... 

•••,..•• -•u • ,,,,.;..., rauu­.. _.. .... "'""''·· ....... 
r•-• Ina .. -.... - ....... , ... _ 
,_ .. , ..... _ ........... .... ...._ , ..... 
r-owoaea ... 

........... IAt.L-- l(t.T'AIIAMYAIIIO 

JUIIINI Pl .. TRl WAIIeut 1 ...... 11 ... leLt.IITCe, JA~~·· &NMUAL .... ~IMI 
ca,At t ty ·~• Te 1010 • eDIO ~ .... •• wa• TtMI . 

-= 
.. 
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Sfi!IOfl.'t CCIIJ'IDIIITUL 

Subjoctr Recon\ Rootr1ct1ono ltopoood on 

c-r•tal Bo.l1ko 1n China. 

CO!ll'llEI!i'lUL 

The Uonor&ble 

Strr 

Tho Socrot.r, of State, 
JUhincton, D. C. 

, 2/ I han tho honor to tronoU herewith two ...,oranda of coo-

Yoraatlon bold Qr membero of ~ otaff wltb Wr. Solomon Adler of 

tho StabUtaaUon Board of Cblna and Dr. Y. c. l:oo, Vlco W1Dhter 

of :FinaD.e•, con.eerDiq nceat reatrict1ona 11rpoae4 ~ the. Go'Nru­

ment upon tbo buotno .. of c-rolal be.nlao 1o China. !hero 1o &lao 

tranoaittod a traoolatton of a lecture del1Yorod Qr tho Director of 

tho Wonot.r, Dop&rtaeot of tho W1n1otr)' of Pioanco to which tho ,... 

rocu1at1ona are outltood and diocuaood. 

!he Chi.Dea• MnHnc qate• 11 ca.poeed of the four Gonmment 

be.nlao, tbe wootoro-oQ-lo co .. uoiol baDI<a , tho prorlnctol and coooQ' 

baolcw &lld tho olclo-at;rlo Oblnoae cub or 1 picbi0 obopo. 

'lbo farrr Oon..-nt baDita oro tho liiiJlk of Cbioa , the Control 

:Bank of China, tho Be.olt of C.....,icaUooo and tho J'ar110ro liiiJlk of 

China. A.ll of tho10 baDlct bon tho ri&bt of ooh houo. 'lbo oldoot 

of those b- h tho BIIJlk of Oblna wbicb grft out of the 'fa Chill& 

ba.ok, founded under the Wanclm d:rnutT• Ito otodc h owned 1D oqool 

parte ~· tho Oonr .. oot and priT&te 1Dtorooto and tho OOTora.ont 

appo1Dto throe ...,bora t o ito board of diroctoro. 'lbo Oonrnor of 

tho liiiJlk of Cbioa lt at proaont !. V. SOOO&, l'orolp IUnhtor Doa~cD&to. 

'lbo llo.nk of China, u t1nall7 roorganhod under the prooont llationol 

GOfti'DIIent, wu 1Dtoodod prl..tl&ril;r to f1oanco Cbineao foreign trade. 

It hu, boftftr, todulgod enonainl;r io ordiD-r.r ·-rciol l>UiDoto 

and hu a reputation for oodoaTortog to odg& ttoolt t .oto ~ 'boaiDott 

underhltiDs wbtcb baa pronn to be prooporouo. 'lbo Central Be.o1t of 

Cblna h a biiJllt of biiJllto, aod dooa not oogago to ~ to .. of c.,..rciol 

bonlciog. It wu or&aotood 1D 1936, h utircl;r OoTO,.,..,nt o,..d, 

acta u tho fhc&l agent of tho OOTOra.ont, and tho intention of tho 

Goftra.ont baa -n to &roup tho other OoTOnwnt biiJllta &Dd tho 

•-rciol 'b&nlta around H 1D ouch a wq ao t o ulto tt an actual control 
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~. !hio, howonr, h4o not been poutblo, orlac to tho outbreak 
ot wu- with JapaA in 1937, and tho con .. ljuent reporcuaotono upon tho 
Ohtnooo ~ aDd !heal qotea. '!'ho Bt.lllt of OOIIIUD1cat1ono waa 
tou.nd.od. und.or the Kanchu <!Tnaoty and. ao H now otand.o, after a oorho 
ot roorcan1oat1ono , to aore that half owned ~ tho Oo.trDDtnt. '!'hio 
1>ol>lc • •• prt.arU,y d.ootsnod to finance iDduetrtal und.ortak1DCI, ao 
well ao the expanaton of the co-=toattono qetoa. Dr. a. 1L ru.,., 
tho W1D1eter ot rtnance , to Ter,r 1nt1matel,y aoooctated with thto bank 
which 11 rosardld ao being in a eenoo the pr1Yato bank of tho Xuac 
fi!JIU,y. The hraoro l!ank ot China waa toundld to ttnance the rohab1li­
tat1oo of the aroao d.ITaetated durillll the c~sno aptnot the 
Communioto in the eoutheaotern proYincee and to cloee}T aaoociated. 
with the Oeoeraltaotao who it at prooont ito Oo.ornor. '!'he Vice 
Win.toter of rtnanco, Dr. Y. C. Xoo, h tho ...,.r ot the :r..-ro llaJ>Ic. 

'!'ho oporat1ono ot the faor Oonr,..nt bank~ are euidod in seneral 
1o' tho Joint Road ottice ot tho four benko ot which tho Oonoraliul.ao 
h the haad and in which aach of the four baDko h ropreoentod.. '!'hit 
otttcl to ouppoood to allocate buoineoo to each of tho benko and to 
roculato their act1Yit1eo end. practtceo. 

'!'he OOYornaont apparontl,y bat oODI intention o! end.o&Yortnc to 
rat1ooal1oe the act1T1tiee or tho Oonrn.ont l!anko and to liait thaa 
to the ir roopoet1Ye field.a of action. At tho preoent time there to a 
tondlno;y tor each of tho baDko to e~~~~&S~ in •••r.r •artat;y of bulinou 
which ma;y coma ito • ..,. , with the exception of the Central :8aDk of 
China. Tho J'e.rmero l!ank, for inetanco, und.artakto, according to Dr. 
y. o. Xoo, about 5!1{. of the f1nenc111f: of asrteultural entorpriaeo &I 

againot ~ tor tho other OoTernmtnt banko. '!'hit procoao of rationali~ 
tlon, b'owe-.er, doea not eee to haft reeulted in 1zr:1 tangible rtfor.e. 

The OOYII'DIIInt banD han incroaeingl;y tond.od to oncage 1J> buainou 
which aic;ht aore properl,y be eonduotod ~ tho prtnto c-retal benko 
and it to allosad that tht:Y haTo onn o,_,.d in opoeulatln acUY1t1eo 
and tho ftnanc1ac of hoardins oporat1ou. In tho opinion of , ... , tho 
Oonnuoellt or the OOTtn.ent banko actu.all.:r d.aotro t o oliatnato tho 
prtnto e-retal be•ldnc 1utUut1ono and aboorb their budlllll enUrol,y 
in tho Oo.on>~~ent benko. !hero to, howenr , a natural oxplenaUon of 
t hh tond.ano;y in that tha OoYirDMnt benko han been forced to UDdortako 
tho creator part of tho finenetnc of produot1•• enterprtoeo aDd of tho 
diotrt'button of eoaonttal e01111od1tteo, owtnc to tho reluctance of tho 
co ... rctal banb to und.artakl thh bua1Dau. At the •- u .. , the 
principal bulillooo of \ he GoTOr,..nt benka ltoo in tl...,ctnc , through 
tho creation ot ~ dtpooito, tho onoraouo deficit ot the Chinaoo 
GcrrerntMn\. 

Of tho aaJor Ohtneoe eooaorclal benko, Olll,y t hrol, tho lattonal 
oo ... retal BaAk, tho Xlncbeng ~ng Corporation and tho Shanghai 
Co-rctal and SaYin,p BaAk are roprltontod in unoeeuptod Ohlna. In 
addition to th11o nauo ..... td.a banD, thoro are thrtl iolportant becbuue .. 
banlao, tho Wet J'onc "BeNdng corporat1o11, tbo hocbuan Salt :8aDk and tho 
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T- Brothora l!enkln& Corporation, aDd two 'beDta 1o t.ho pron nce of 
TWUIAII, tho 1ft JllUon- &114 t~ Sin Bora JluJt which ara oporatwd 
bf tho two aoot iaportant lieutonanto of '~ ooai-in4epend8Dt £0Yernor 
of Yunnan, Lunc T1111. .Ul of tbo c...,ncial b&llb ~ ... operated upon 
the blaok ..... kot for for oip a dlacp and boft •ncacod 1o tho nnancin& 
of opeculaUon and hoerdin& t o t ho excluaion of aoro l•«iti•to buainou. 
Tho maJor port of t~ buainooo of ~ banko baa apparentlT conoi otod 
of loe.no to caoh ohope which n-loan tbo ••""7 on a fitteon-dq baoio 
a~ oxhorbitant ratoa, for what can onl,y be ope culaUTO :purpoooo, t ho 
intorut raho bein& oo hi«b that no lo«itiaato buainoao cOuld J1111ko 
pro!ito oufficiont to eoTOr tho i ntoroot ~nto. Soao banko haTO 
apporontl,y aloo oat up ~ caoh ohopo with their own ••DOT or haft 
porai ttod their oapl01oeo to uao tl:o bank' 1 aolle)' to - loano wi tb 
hich intoroot ratoo to opeculotoro. ~ 'beDta haft aloo ado diopre>o 
porUoutolT largo loano to firu -d tv t~tr directoro, Oil litUo 
or no oocuri t)<, or haTe ado diroOt iDTOitMDto 1n ouch ftru, !bio 
baa «!TOn rioo to eonoidorablo concorll 1n tho IUniatl)' of 71Danco 
rocardill« tho liquidit)< of tbo rooorTOo of - eoaaereial 'beDta, 
oopociallT in tho ennt of a !all 1n tho prooOllt hi«hlT illflatod price 
l nol ouch ao would follow tho dofoat of Japan and tho npentnc up of 
Chiu to noral foroip t rade. Tho fact that coc.ereial banko ~.,. 

larcol,y •-•d 1o tho !1nane1n& of opeeulat1on and hoardin& aq to 
ooao extent be accounted for bY tho oxceedin&l,y hich rata of 1ntoroot 
which t~ aro c-llod to pq on their dopoa1h which are to a croat 
ext ent tieo dapooito, often lia1tod to fittoon 41¥•• It io i ntorootine, 
howoYor, that tho dopoaih of tho tour Go'f'Ornmont banb oxcood bY ~ 
timoo thooo of t ho coaoorciol banko. Th1o 1o , of c ouroe , acc01111tod for 
in part tv the largo de pool to created bf tho GoTOrDIIont banlco for tho 
uoo of tho GOY8rDIIont and of Yariouo product !Yo onterprlooo, but tho 
do pool to of tho Gonrn~M~nt banko wno •-bat hi«bor than thoao of 
priYah 'beDta non before tbo prooont inflation bepn. 

Tba pro,.iacial banlco ara pr1DC1pell,y concerned with t ba ftnancine 
of tba pro'rincial gon.......,nto &114 doo.linp 1D oxch•n&" arbitration, 
while tho c01111t)< 'beDta haY8 - ·created t o t1oaoco local roquiroMnto. 
Dr. ll. ll. Xw!f;, tho lliniotor of liunco, 1o perUculorl;r intorootwd ill 
t~ croaUoo and aainteunco of eOCAt)< b&llb. 

!bo nft ro«Ulationo coY8rin& tho nperaUono of •-oreial boDD 
cond ot largol;r of Maouroo dooigood to l1a1t tho flow of capit ol into 
opeculotift acU'ritioo aDd t o di'f'Ort it toward tho tinaocin& of produc\ift 
ontorprioo and tho diotr1but1on of o-dittoo. If th1o wore acc.,... 
plhhod, oOM of tho burden now rootin,tt upon tho GoTOrDMnt boDD would 
be romO't'od and tho creation of now aonq could be curtailed. Production 
would thuo be incroaood turtbor rutrictin« i ntlatioftal)' tendonoioo, In 
ao auch ao tbo GonrDmOnt 1o unable and perbapo to 1011e extent umilllnc 
t o roduco ito pre1 ent le't'Ol of oxpend1turoo , tho 1ncroaoe of pro&oct1on 
and tho dh•roion of .. ...,. into pro<hlot1Y8 ratbor t han opeeulatin purpoooo 
would appear to be t ho onl;r method open for coab&ttin& inflation. 
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At pNoont there appearo \o be ia tho o.,...._.,, a otroDC Aeo!.H 
\0 ot ... oc\hon tho reoern poa1Uoa of tho •-rcial beDb which flncl.o 
oxproooion 1n coriain of tho new roplaUono. 1'h""Ch tho a1Jl in itoolt 
1o pro1ooworthJ, thoro.., be a cortaia .... ,..pbaoio oa thio aopoct of 
\he banlciDC problea at a t ime when tho lllUro .. .,.t..,. qotn i o ill 
cl.o"4tr• 'l'ho now roculat1ono which are d1oc\laoo4 ill detail 1n encl.,.=• 
no. 3 of thh cl.oopateh condot, brio~ , of tho ontorcnont of a~ 
•1ouoly oxioting l:'\llo that all commercial banko .. ot place ~ of their 
dopooito of whatonr nat\lro with one of ·~,~ fO\lr Oonnment banko; 
that coaooroial b&Dko muat honcot~:th loan cal¥ to producti n ontor-
pr ioeo or to other otrictly locitiaoh b\llinooo ontorpriooo - thh roqu1,._ 
11ont tc bo ontoreod ey por1o41e oxulnaUoa of tho aeellUDto of banko, 
of tho 1r lodOifno and of tho i>ooo of firao to which bank loono are u4e, 
ao well ao ~ a roqui.roment that, iD general, loano be uc1.o cal¥ to 
bona fide ••biro of merchant guilcl.o which aro roopondblo to tho Go,...,._ 
aont for tho character of their aomborohip. !be roplationa f'arihor 
prodcl.o t hat ab\lloo ouch ao tho creation of "- eaah ohope, t ho uao 
of bonk .. aq hJ oDplo,yooo for oo\onoibly pr1•ato loano, .ua\ eeaao , 
and tho\ d!.Het lnnot.ont 'to' banlca 1n bualnooo oahrpr1 .. o ..,., be 
l1a1tod 1n ... unt. ProT1a1on h aloo -.do for tho l1:11ta.t1on in time 
ud .. 0\LDt of loana upon warehouae rtct1}'1ta u well u upon the l%­

tono1on of unotc\lrod loano, both of which ha•• t ... quantly boon uood tor 
opoculati•o p\lrpoooo . A prchib1t1on bao boon placed on tho creation of 
new banko, a \lllifiod bank aeeountins q ot tm t o taeil1tato 1n.oot1gation 
of tho banlca 1o ohortly to be introduced and a limitation on bank 41T1cl.oncl.o 
and bonuooo to omplo.rooo of banko 1o boil!£ inot1tuto4. 

'l'bo... 1o no doubt that throuch tho uoo of tho ocon0111e police and 
of tho local authoritioo tho new rojl\llotiono con bo enforced in thooo 
parto of Chino where tho Central Ooyor ... nt 1o in f\lll control. It 1o 
doubtful whether &QT ottoct iTI control will bl oxorolood oTtr \ho two 
maJor •-rclal banko in Yun.nan, 1n Tlow of their elooo political 
eonnoctiono with tho ooai-auton .. oaa proT1Dcial g~>Yora.tnt. !hero 1o 
oo• doubt whether tho ropl.ationo wUl aotua111 han tho offoet of 
41•ortiDC ~ital into tho dooirod ehannolo, topociall7 ao thoro io &L­
roaq 10M oncl.oaeo that tho • .-.rolal beDb are l1a1t1DI their lo.no 
t o prodlloUn ontorprho. 'l'horo 1o tho turthor 4aactr that 1t tho 
ro&ulaUono aro too otrictly ontorcod, prhah •oaq will be drinn out 
of tho e-rcial beDb into prlnto boardiDC and optC\lla Uon. hribolf'o 
aero, thoro rollaina tho poodbil1t7 that tho OQTI,.,...nt banlca M:1 . .... }1 
&boorb tho buo1ntao which tbo c.-orcial b&J>l<a aro for cod to g1Tt up. 
Ao will bt ootod from oneloouro no. l, Wr. Adler of tho St abi l i sation 
»card 1o of tho opiai on that tho Dtw rocu1aUoao art o1gD1t1eon\ aa 
oao more otop 111 tho procoao of roduoiDI tho ., ... orclal bankw to Dulli­
tioo. A recent propoaal aado ~ q\l&l:'\Oro olooo t o tho Geaoroliooiao 
throuch tho Joi nt Hoad otfico that forotsD oxchonso t ranoactioot bt 
11111\od to tho :Sank of ChiD& and t ho Central llonlt of China would appaar 
to eoDtira tho axiotoneo of thh hDcl.oDO)'• 
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:Inn the official• of the llinht17 of J'inaDce 4o not appear to 
be ••r.r bopotul of tho reoulto of tbo DOW rtcuJationo, conoidertoc thea 
aero)¥ ao a etop in tho r l.«bt 41rection rather tban &1fT aaJor cure for 
tho oxiottoc oituatlon. 

Tbt •ariO\a JDOuuroo acainot inflation wbieb ban been tllken , oueh 
u tho tal• of u. s. doll.al'-'bacl.-4 oa•iap oortiflcatoa ban bad. dio­
appo1nt1og reoulto - o~ OH$16 ,000,000 wor th of oaYingo cortificatoo 
b&Yt b .. n oold to date. Tbe U. S. dollal'-baekt4 oaYiap bondo which 
have Ju.t b .. n houad will prob&b)¥ pron to be no aoro oucceutul .• 
Tho difficulty in the oalo of the •••logo ce rtifi cat e• lioo 1o tho 
ou.piclon on tho part of tho prcopoctiYI purebaooro that tho bondo will 
not actual)¥ be redeeaod in u. s. 4ollaro , and in tbo fact that no 
incentin t o 1>\IY at an O&r)¥ date wao offered. Tbo 4of1c1t of tbe 
Go•ornaont in tho lut year aaountod to $8,070, 000, 000 Cbiuoo dollare. 
Tbo utiaattd exponditw-eo for tho year 1942 are Cll$16,1i00, 000, 000 but 
1t h "ontidont)¥ expeet ed that tbq will reach 01$20, 000,000,000, u 
ecatnot an .. uaatod re.enue of CJ$11,089 ,000 ,000 wbieb 1t extreae~ 
optiahUc and will undoubted~¥ not be tulf1llo4. Hoteo in cireulaUon 
are a t preoent inerauing at tho rate of 4 or tJf, per 10onth and tb& 
wholualo pri"o 1nUx rooe ~ 111 tho aonth of J'ebruaey and 12,11 in 
tho aontb of llareb, a total of :!l11o in two aontb&, It 1o theref ore 
obY1ouo that draoUc meuUMt acainot inflation art needed. Dr. T. C. 
Koo hu, in fact , admitted pr1Yatol1 that tho oituation 1o dooporate. 
Tbo continuance of inflation at the prooont leYOl may well load to the 
breakdown of fioeal unity in China and tho ro•or oion to a oyotea of 
provinc ial curronoioo with dioaotrouo offooto upon tho natioeal unity 
of China. Tboro h alrea<ly tome indication of a tondoncy to - uoe 
of a noD-monetary t7ttem oueb u tho incroaoinc rel iance ~ tho GoYorD­
aont upon tba collection of taxoo in kind and tho inotitution of tho 
t ale of oueh nocouitieo u charcoal, oal.t a.od cloth at draoticall'¥ ..._ 
dueed pricoo to Gonruaont oapleyeoo in order to coaponoat e for tho 
fact that their oalarleo b&vw not rhon and oannot be roiotd u qu1eJ<lT 
u tbt price level riooo. A partial eolution of tho probloa of 1D­
tlat1on aicbt lie in t he drutic taxation of thooo aoet able to ~. 
11&:11~ epoculoton, boerdero a.od lan4lor4o , topthor with aouUMo to 
coapol t h ... clu••• t o 'lxV' oon.-nt bolldo aDd oaYillga cortitlatto 
in larc• --ta. Sud> .... ,.... aicJ>t ban tba effect of forclog 
thou cluoto to 41ecorge hoarded soo4o. It h noted, bowonr, t hat 
boardlne; of foo4otufh 1o alr"'dy leca117 punishable b7 death, but that tbt 
Oonrnaont nonetbaloea proforo to a4opt indirect DO&no to diocounp 
hoardlog , oueh ao the banll::in& :rtcuJaUoco, rather than to enforce tbh 
and oiai lar l.po, It h, on t ho • bole, doubtful that tbo Gonrnant, 
whieb 1o 1toelf clooo)¥ allied to banlc1nc and landooboldlog intn·••• 
will und.ertolte to plece eutf1c1ontly onere prtooure upoll tboo• oleMnto 
to indue• &Qf Natk»d roloaoo of c.-modltieo and diYOroioc of capit ol 
to tho uooo of the Go.el'JlMnt . 

Rtopocttull;f 7ouro , 

O. :r. GAUSS 

inclo•ur••• 
1/, 2/, and 3/ ao otatod 
0r1c1na1 and throe coploo to tbe Dtpartaent b7 air poud1 

851. 11 

Cow l'bJ 16-1.()...42 
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hoolollllft ao. 1 \o uopatch ao. 397, 
<late<! ICq 5, 191!2, ho• t he !lobaaq 
a\ Cln•.,.."C· 

8W>Joot1 :a.o ... t B. .. wloUono hlpooed 
On 0-rclal Juko, 

.April 10, 19112 

I called on Jl.r • .Adler thlo attonoon to 41oouu wlth 11a the 
rooeot recul&Uooe lllpooed upon the oporatlooo of o-rcial 'buto. 
l'.r. Adler feelo tbet the rOC"Glatlono are ohlof}T oiptficut 1a 
relation to the oxiotlDt; tolldeoo;r to rootriot the oporotlono of all 
co•orcial 'buto 1a fa'rOr of t.ho four Gonrueot 'buto. Mr • .A4lor 
turtbor olted 1a thlo coooootlon a propooal roppoood17 orlciaatlDt; 
vltb t ho O.uorallooillo that t ro41oc 1a foreip o:rch&D4:e be lim­
to the Contral Bank of Chlaa ODd tho Juk of Ohlaa. Bo oa14 that 
the oconouo •linlficaooo of t ho nov control 11p0D oo-rcial 'buto 
voul4 clopao4 l&r&elT -apoll vhothor tho Gen...,..,., 'buto voul4 be 
oui>Joc tocl to obUar rootricUou ill t ho MkiJlc of louo. Bo oa1c1 
ho hllln ed that tho ...::h1Dol7 DOOOooarr to C&rl7 out the progaa of 
cootrol oxioted l>ut that ito offootlnnuo YOU14 .. .., pat}T wlth 
tbo looalitloo atfootocl. It lo cioubttul whotbor tho rootrict ioDo 
Call l>o aaclo to applT full7 to T'IIDJllll whero tbo tvo ch1of 'b&Dko oro 
cloool7 aoaoclated, through their hoaclo, wlt b t ho loool &Oftl'DHJlt. 
Tboll 'b&Dko bon hlon uep}T laYol ncl i n epoculatlon &Del hoarc11oc. 
Tho quootlon of tho control of louo 'bolJI& applloci to tho GonrDMnt 
l>wo h of particular hportueo olDOo theoo I>&Dko, ODd oopociall7 
tbo li&Dk of China, han hlon heaY117 1nYolncl in tra~~oactlono 
oiallar to tbooo of the e-roial 'b&Dko. 

Mr • .A4lor, ill •-DUDC upon Dr. T. 0. Xoo 'o lntorYiov wltb 
tho prou, oaici that the rootrictlon 1>p011 the f o ,...tlOD of uv 'buto 
woo c1oo1C1114 to pronDt the fo.....U...C of '-"ko ciooiC1114 oololT to 
,._. in epooulatho ectlrlUoo. fto poriocllo o-1110Uon of 'bank 
aceonoto uc1 but co4ovu io clirocted to..rcl choclt1DC tho oxtonoion 
of loaoo tn>Cb u "pichi" 1oODo f o r puro}T epooul&Un purpoooo. 
!bo ruliDC \hat all c-rclal 'buto .,., lteop t vont;r porcoDt of 
their ciopooito wlth ou of the Gon..,..nt lluloo wlU Mturall;r 
rootr iot their frood .. to looD 0114 tho rootriotion upon t ho purpoooo 
for whlcb loaoo wlll hi u4o wlll further lbit tho poooi'billt;r of . 
oxtoD4iDC loaoo 41roct}T or 1Dcliroou;r to oub ohopo, oto., vhlch 
uoo t bo .. no;r tbuo toaquired ~ for opooulaUn pv.rpoooo. .U far 
&o tbo oo-rolol 'b&Dko are cooooroocl , tho DOV ro&U).atlono, it 
ootorcocl, voulcl ruult ill tho oo~~ploto olblutlon of loaoo to "pio!d" 
obopo. 

Boloo C. Bart, Jr. 
BCB/pe 

Copnlol6/10/'112 • 
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SubJects lleoent lleetr1oUont I11p0ud 
on 0-rolal l!ukts. 

Aprll 24, 1~ 

Dr. t. 0. r:oo, 
llr. T1Do ... t 
llr. Bart 

no• llhLloter of :r~.~wu>e 

llr. Vincent and I called 700terday upon T. C. Koo, Tioo llinietor 
of li'i""""'• to diocuu rtCQlatiou recent17 impoud upon co.,..rc1a1 -·· 

Dr. ll:oo expl&iDed tb&t 1u pnnal u effort vu belli& M4• to 
rotionaliae tbo Chineoo b&Dkinc a:rotea &Dd t o allot a proper rolo to 
each coBp<lntnt part. Tbo o;rat .. , ao it nov atando, h 0011pooed of 
tho prhatel;r owed co ... ero1a1 b&Dko, tbo pro'fincial banke &Dd tbo 
four Oonn>~~ent b&Dka. In e441 Uon to tbooe there &ro tbo ocrant:r 
bmo, 1DaUtuUono orpnhed b:r local 1Dtorooto to f111&11Ct local 
operat1ono. Ouh1c!.e tbo 'b&Dkinc o:rohD proper &ro tbo oaoh or 1 p1ch1° 
olsopo. Dr. r:oo upl&ined tb&t tbo pro'finclal bOJilto cater 1D p&rt 

to the fill&DOial JlOedo of tbo pro'fillo1al connmenh u d at tbo -
time do a profitable 'b111in111 in uch&Dp &rbltraco betvoen C~iiiC 
and tho T&rlou.o prodncial oontera. Dr. Koo o&id that tbo oD4oaYor 
nov 1a to doll&l'Catl the f11ldo of action of ooch of tbo four gonm­
~:~~nt blllll<a &Dd illplled \hat ono of tbo pv.rpo oeo of t be roolllt recoJ.a­
tiono on oo-rc1al b&llll:t h to induce tboD t o plOT tboir noraal part 
1D tho fiD&DCinc of lep\1&&\o buaillooo ontorpri ... 

.boDC otbor tbill&o, Dr. ll:oo etatod that tbo dopoolh of tbo 
co ... rcial b&llll:o were nr:r -.11 aa OOIIp&red with \boot of tbo 
gGTOrllllltnt b&llil:t - bo JDOntionod tbat \bo dopooi h Of the J'&n>ero 
Bank 1D Clranj:kinc alono -uted to f1To or t!J ti••• thooo of all 

of tbo •-rc1al b&llll:t ill Clllmcl<inc· 

~ho pv.rpo" of tbo nev roCQl&Uono, eccordill& t o Dr. ll:oo, 1o 

prla&ril:r to roetr1ct hoardiiiC and opeculaUon 1D c~ltieo 
tbrolJib the rottricUon of credit to opeculatoro and bo&rdero aD4 

eocond&rll;r to d1Tort eo .. portion of tbo exietiiiC liquid priYato 
capital into \b& fill&no1111 of producUTO enhrprhoa. Dr. ll:oo 
otahd that tbore 1o no d11iro to han tbo COTOrDIIOnt b&llll:o taka 
onr tbo buainuo of tbo priTate b&llll:&: tb&t tb& priT&tl b&llll:o b&n 
a d1ot1Dct p.,n t o plOT vbicb, howTtr, tbo:r han not oarrhd out. 
~~e · otatod tbat tb& croater p&rt of tbo f1Dancinc of productin 
entorprhe 11 nov dono b:r conrDIItDt b&llll:a. Dr. ll:oo lloplied that 
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tho J.arpr ponlon or tlw operaUono or tlw •-rclal bub vao 

41roeto4 tOWIIJ'<l tho r~lD& or opeculaUOII u4 at tbo o- U• 

0 xproooo4 oo..eorn oftr tlw pl'o'bable rooulh t o ouch 'bub or .., llllrupt 

toll ln t bo prlco lntl vhloh wollld r ooult r r oa tlw 4otoat of .Tep81l 8ll4 

tbo opOill.D& 11p or Chlllo t o noi'Ml rorola~> •-•reo, It would appear 
tbot 00111 effort lo bolD& -.4o to ollOourece tbo e>o-rclal 'boo>Jco t o 
41nroUy t holr ponfolloo thro"Ch lllnotM11t ill prodaatlft enterprlooo 
111 or4or partlall7 to o..,.late thlo 4aD&tr. 
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Dr. loo o.pbaolso4 that t horo vao llo 4oolro to rootrlot lollllo to 
productlTo ontorpr l ooo but oal4 that lt lo not yet pooolblo to •ratlo11• 

tho loano .ado by co-roial balllto. (Mr • .1.41or, 011 1'1wo4a,r, toll!. .. that 
ho bad boon inforM~!. that a rootrictlon on lollllo to produot1yo ontorprlooo 

1o actU117 toklllg plaeo; thlo probabl7 MT bo attrlbuto4 to tlw fact that 

tho balllto profor to rootrlct nch loa~~~, ao boll>c looo proritlllllo, ratbor 
\bon tho 80rl profitlllllo loa~~~ .... ror opeculatlft purpooeo). 

Dr. ltoo polllto4 out that the roculatlono 11p0n e...,.rclal baDko 
cannot bo llado oo otrl~~&ont ao to drift 4opo oltora anr froa tbo bo.nlco 
lnto prlnto noar41nc or tbo placinc of tholr 110110)' ln tho ' plehl1 

"""'"'t. 
Dr. ltoo 4locuoao4 at 10111 loncth t lw Mllllo b;y vhlch it vao hopo4 to 

achloyo rootrletlon or oro4lt ror opeculatlTo purpoooo. 'l'bo eroatloa of 

nov baDko, with tho o:<eoptlon of e>ount;y balllto, u4 bo.nlco fc=ded vlth 
OTOrooao cepltal hal boon otoppo4. Dr. Koo otated that 10110 thlny.dln 
nov baDko ban boon foundo4 ln UDOCC11plo4 Ohlllo ln tho put year, .. ot17 

with tho purpooo of finanolnc opoculatln actl•lt loo . Unoocure4 loano 
han boon 4raotlcall7 llaHo4. Loano apilllt varohcuoo r01>olph han 
boon 11alto4 to t hree 80ntho' -turit7 vlth 0D17 ono roDOVal. 'l'bo IUalotry 

of 71nanco u4 t bo local an\horltloo han boon awiltlnc tho accoanto of 
co-rclal bub u4 vith the aooht&IICo or tho eeoaoalo pollco haft boon 

o:roalnlnc t ho co4ovno of peroo111 awl oOIIpllllloo to which tbo banlto b&ft 
lllldo loano lll ordor t o aooor taln -.hither tho loano haYo boon lla4o to 
flllaiiCo pnulao e-rolal ontorprlooo. Lolt.lll ln pnoral aro belli& 
reotriehd to bolla r14o Maboro of Mrohant pll4o, -btrohlp ill which 

vou14 toni!. to confira that t1w oo.pa117 or in4l Tl411al coaeoraoll. lo ·~ 
111 actllal e-re• u4 baa boo11 eo •DCII'P4 Oftr a period of tiM. '1'bo 

f.'ll l4o aro roopo111iblo t o tbo goftrnaont for tbo character of tbolr 
moabor oblp. 'l'bo Mlnlotry of 71nanao 1o laopectlnc tho boolu of coa­
morcloJ. fil'llo all4 epparontl;y e4optl~>e tbo oyotoa of haTlaC I IICh pap 
'chopped' by gonrnao11t llllptotoro . '!be Ooftrnaont h ondoaTOrinc to 

halt t ho practice o_,ed 111 by ooM printo - of uldnc 1oano to 
ooto.rprlooo .,...4 by ~bolr Urect or• on llttlo or,no OOCVlt7• 

'1'ho q~~~~otloa of tho 0plohl1 ohopo and tho latoroo~ :raho charceil. 
b)' thea, now UIOWit inc to botvttn t hirty &114 forty porcut per &llll1a, 

vu aloo d1oouooo4 vlth Dr. loo who 41d not appear nry bopoful of 

exerolo1D& offtcUn control oYer thea. 'l'ho...,. tho offoot of tbo 
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ro~o11tl¥ llopoooil rootricUcu obould bo 011011 u tc rootr1ct lcau b7 
c..,.rcllol bolito to '"- 0p1chi" obopo, aoaot'-looo, Dr. Xoo .. -
to l.Jop)¥ that It tho •-cilol bulo:o .,. •• to ltoop t'-lr llopoolto,.. 
t hor vov.lil ba.,.. to coaua,. to lou IIODOf at tho hicJ> raho paid b7 
tho "pichi' obopo, ao dopooito ..U b)' prhah lailhldualo aro .,. a 
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U1Dt baolo aa4 at u oxtroM)¥ hlcb r ate of intoroot. Dr. Xoo ... uonod 
that ~ atto10pt lw1 booa ..U to oot 11p a ~loarliiC ~o tor tho 1 plohi• 
ohopo ill t'- Coatrlol :Bult, u attoapt which, boVOYor, tailed owl.IIC to 
tho 11Dv1ll111CDOOO ct tho obopo to dopoolt a portion of their oap1tal 
vHh ~he Contrlol :Balik, ao would II& ... boon roquirod 11114or tho cloar1nc 
hou .. ochoJM. 

Dr. Xoo o:q,la1ao4 that 111 ad41Uoa to their opocv.laUTO 
ocU Tl Uoo, t'- 'pichi1 obopo pla7od a rolol rclo 1a tho f1a&Dc~ ot 
oalt aa4 OIIC&r Mrchallto - a Tarlot7 cf flD&DCiiiC which tho co ... .-at 
'bollko aro 1111w1lliac to wodortalto. 

Dr. Xoo otatod t hat tho CoTOraaoat ballko would adhoro to t'­
rocuJ.aUono l.aopoood 11p011 the c-rcial banko. (Dr. Xoo, 1a ad41 Uon 
to bolns V1~o lllaiottr Of !'iii&DCO, lo ........,.. Ot t'- J' ..... ro :Bank), 

:Bo1oo 0. Hart, Jr. 

BOiiJr/sv• 
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0 
0 llloloove 110, 3 to 4e~pa~ 110, 3!17 4ato4 11q 5, 1~ 
p fi'O<I .&.oricu .,._..87 at .,..,.,,., 

T 

J. loot....- ullwN4 1>7 llr, !&l ~u. D:l.r.ctor 
of llouta17 ~-\ of tba 111A1ot1:7 of l'iA&nco 
on Ji>rU 22. l!jll2 &\ \Ill..., LUo o.nwr, ~ ' 
Idee, 'cllll!.er \ba .upiou of \bo leoAOaio llitMarell 
:lirtoiol> of the Oo1>tral laDlt of Clb1u 

J.o b&Dito are cre41t iutitutloa.o, 'b&Dit1a.c buoluoo >Ohe\ber eoua.4 

or a.ot 1o olooel7 Mle\ed \o eociel, IOOIIODio, 11>4uotr1&1 11114 -
• rciel OD.tlrprioot, lt 1o for \bio M&eoll \bat \bo"4:1> \ba Oplrotion 

of b&Dito 1>7 prin\e ilo41rl4unlo 1o poraitto4 \ba7 are ,.. .. rn117 
'brouD>t Ull4or tho coatrol u4 wporrtoioa. of \bo "'"~"' """' 110 

'ballk cu be porn1t\e4 t o opoa. without llpMilic ponaiooioa froa \ho 

80-.en>Nllt , 

8111co tho Utablilllhalllt of tho II&Uoll&l Oo.,.ra..11t, ot\e11t1011. h&o 
boo" ct.,.,. t o tho probloa of b&Dit co~>trol, J.o oarl7 &O J11AU&1:7 12, 
1929, tho 111Aiotr,- of l'iA&nce pro~\ed the "'IIIF}&Uoa IOftra.iae 

llegiotroU.o" of li&Dito1
, 0.. April 3)\h of tho •- TO&r, IJIW.u port&i,._ 

1...: to tho J:..torc•o"t of tho JIIJCU].atio~>1 vu iuud '117 \ba 111Aio\J:7, 

It 1o proTiud that before tho opoa.i"C of &rrf b&Dit, & plu for ori&D.i­
oation nuot be firot dr..,. Jill &D.4 oub&itto4 \o tho lll.a.iot1:7 for 
repo\ r&Uoa, 0a17 >Ohoa tho plu u4 tho capitol of thot propoold b&Dit 
&M 1a MOOrdaAco vUh tho 10""'""'"' prortoiou i o it ellowld to open 

tor bv.dM••· 
0.. IC&reb 28, 1!1)1, tho llotioll&l Qooto~at pi'Oilll.pW \ba "lle.ooc 

z....• coat&iai"C 51 arUoloo, lt h 1'11:7 -rehouiw 111 ooatoa for 

U haa prortoioDo Ml&rdilll the opoDilll of b&Dito, oooopo of 'buaiDooo, 

-..t of otlpit&l , all4 prohibitiOA of Ullhoalth;r ia.,.otMnt, h\ 1a 
rtev of Mftral .pociel fMtoro fouad ia thio COUD.tl:7 IUeb &I \ba 

... otnooo of \ba coomt1:7, UnroitT of ooli41Uou Vi\b Ml&rd \o 
.,.....,..,. 1a 41tfer. .. t pl&coo, tho c~Uw -lold.tT of fia&Dcial 

ori&D.iootiou &114 tho ditticul.\7, u o ooa.ooq...,..o, of ollfo....-t of 
uaifild MploUoa.o, tboM hal Ill)\ TO\ bolll flxK &rrf UW for ID.forco­

aea.t of \bo obo-•UoD.04 111~<. J.o 1 aot\er of f..,t , hovonr, tba 

ill.Diot1:7 of J'iD.IUICI ia IU14i"C i to poliq of b&Dit OOlltrol b&l boM4 
ito polioT oa. tbe prorto1oao of tho 1~~<, 

liMO the OG\bMOI< of tho war of ruiot&I>Co, oooiel &114 oooDO&io 

otructur.o bow ua41rCOM noAioal ebi"CC•· J.o curMIIOT 1o tho .. u.­
powr for oooliO&io blbortor u4 b&Dito ore afttero for cepUel o1rcul6-

tioD, u 1o IIPPrGPri&\1 dv.rilll war Uno \bat \bo Oow~nt uWiso 

tbe boAkiJll friDivork to eoacentrote OIPital 114 utilioo 1\ for tba 

oinultououo aoe4e of war 1114 rooouhucUoDt J.~ tbo ftl')' blliJllli"C 

of \bo 

93 

Regraded Unclassified



94 

- 2-

of tllo var, tho Kialot17 of~. 111\11 - J'UPON in 111...t, or4erecl 
tho Central lloullr:, tllo Balik of Chl.lla, tbo ~ of C ntcaUono aa4 tllo 
ranoere' Bank to orpalN a Joint otfico for faa11Uat1Dc the oo~nt...­
Hon of the 041tal power of tho &Oftl'DIIInt aa4 \ho ontorc-nt of tho 
con....,..ntal pol1c7 rep.:r41Dc CQrriiiCT. '!bo &Oftr-nt at o- U• 
san Clllll'Cilo roliof and aooiltanco to local 'blllinooo an4 CUI'IJIOT oahl'­
prhoo oholll4 IIIOh bo nal414. Pro'1'111oial. an4 looal. ballko, in todAiUon, 
otri11C\Uona4 \hoir orpa1oat1oll and blloinaoo w1 \h the holp of the Gofti'JI­
,.nt, an4 vero uko4 to bo roopo11oiblo for 4oftlop1Jic local pro4uct1'N 
ontorprhoo an4 co=toraetiDC tho IJIIaT1 t MU\ll'll of IOOI>OIIic accroooioll. 
On two occaoiolll tho 111a1ttl'7 of fillanoo callo4 jiOnftroncoe for tbo 411-
CiltoiOII of local ~07 probloae, 0 111 in J..,.. 19.31 all4 tho other in 
Karch 1939. Maii;T reoolutiou were paool4 bT theN aonfol'IDCII a4 1ftr7 
o .. of th• vao aeto4 upon 'll.ll4or the -.moiOil of the 111alot17 of 
JiD&D-Cie 

l'or tllo o- purpooo of oxorcioi.Joc otrictor oolltrol oftr 'ban11:111c 
blloinaoo, tho Second. Local Ourrenq Conforo110o 4ra!to4 l'I.,.Utiou co,....,._ 
inc otficoro in dt.arp of pro'l'iacial boalt:o, l<hidt. cont1oto4 of 12 ariicloo 
and voro ao4o offootift ao of ICq 25, 19}9, .A.ooor41DC1T, owl> offiaon 
voro 4 .. patche4 to pro'l'illclo of hkUn, ClboJdaDc, .A.Dh•t, Bw>an, lhenoi, 
ll:iancoi , ltVIII!.ctllDC an4 Bupoh. .U tho - U• tho blleinooi policioo of 
co•orcial. banll:o •ro plaee4 =4er tho M1niot17 of fillanco for conotant 
1\lPfr'l'ioiOII b7 -8111 Of C0ft1'111181lt OMOri froa tiM to U.-, 

It .a 110t util .A~~GU•' of lglio, ho-r, that all tho pertinent 
lave an4 I'IC\lla\iona on tho nbJoct hithorto ontorco4 vero e••' pa•to4 
into 0111 bo4T callo4 "Provioiollal lie...,....• npr41ac Colltrol of llanltt 
4uri ac tllo Por1o4 of -rpJ~CT1 *ioh •ro proalllcato4 an4 ontorol4, In 
or4or to ..n tho 1.., aoro coapl'lhonoh• and aoro 111 aooor4anco vith the 
COftl'DIIIDt poliq, tho aa14 ........... wro 111 olftral plaaoo nrtol4 in 
Dec .. blr, 1941. '!bore nro fi'N priacipal. poinU •ich nro 'b,..,.,.t for 
rortoioou 

(1) Coacllltration of cl!pooit l'lllr'N 

.Ill ooatrloo haY1IIc a otroaclT orpaloo4 banl1:111c qot. roqa1re 
the 4opoo1t nooii'Yio of aU b*"ka to bo placo4 with tho Ooatral llaok. 
!hit iul'laooo the otJ'IDCth of the e~~~tral ballk oo that it io able IIDI'I 
tfftotiftlT to aoatrol the fU...cial aarbt, u4ertoko ballk oloarUoco, 
and i n tiMe of f 1aall01a1 orilio act ao a ota'bUioiDC f orce of laot 
rooort. In tiM of var COIICelltration ot .,.. .. ..,... hao tho a441Uonal 
fllllctioa of ooUiDC a lialt to 11-• of 108111 an4 re411Cille tbo ocoecltT 
ot oro4U aantpv.ldioll b7 boDko in ceural thol'lbT 1A4irootlT helpiDC to 
otabllioo ooaJOD41tT prio••• ... ,. the 1~1 poliO)' vao o4op\o4 in Clbi~~&, 
tho Oo'fe....-11t in\oaUcl to l'IOrC*"iN tbo O...tral lloullr: iaMUatolT into 
I. J'o4ora1 •oor"N J1aDk oo at to ,...,. ctbal'CI ot all local rooen'll of the 
OOillltl'7 M4 f'lalfU tho ut7 of oornac ao tho "b&Dk of ballka 1

• Bow"r• 
ldlon the 4raft fo4oral nou.e ~ vae about to bo put illto ottoct, the 

JlllT 7tb 
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Jv.l.¥ 7~ ba14ont 'broD out, lor ~ pvpooo ot oouol14aUJIC b 
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ottico tor tho four ~~ation.l 'beJiko .. ~ nuol.uo of ,..Uo»l CIU"ronq 
tor tho ontiro oount17. J.t •- tl.llo d1tforont 'bruob otfioeo wro 
eotablhhod 111 ~l "-PortPt c1UII .. 't'e1llo of cil'OillaUon 1n tho qotoa 
al14 ac-ncuo of ootoro-nt of tho pYOrDMnt pol1q, 

Bllt in t~ caoo of co-rei~ 'buko u4 loc~ -. 'ldloro 011p1t~ 
1o ~~<:atlorod thoro 1o con .. quentlT tho poooi'b1lU7 of cred1 t o:q>anoion 
wUbout control, YUh tho 'l'iiY to oo11trol oudl crodlt oJpano1on, to 
protect tho 111toroot of depooitoro u4 to oota'bl1ob 'b7 dolfto a qotoa 
of contralioaUon, thoro haa 'boon pro'l'idld in tho control law that 'beDko 
111 aboor'biJIC depodto .,..t haft ~ of tho tot~ depooih ao rlllr't'e 
tun4 ..,icb obould 'bo ~d oftr to ou of tho II naUo~ beDkl for 
dopo oH rltb wquato Tiold of 1nwreat, !Ilia oort of qotaa hal loJIC 
bien tho p.racUco in other 00Uiltr1oo, but 1t hal DDt boon tried 111 Qlina. 
In order to .U:. ~· qotu ot.pl o and workable at tho WUal ot- ot 
eotoro-nt , thoro 1o "" d1oU11Ct1on, oo far .. roqv..irod rooor't'e i o 
concon>ld, 'botwon fi:md u4 cu.rront depolita, ~· r aw of ~ 'boiJIC 
UJ>ifon, BoYITer, 'llllon tho 171te11 baa boon put 111to oporaUon, ooparow 
ro&Ulatiolll roC*1'4.1JIC fi:Dd and current dopolih rlll 'bo .ado, 

(2) Ouid..,co li""n to "~>••ld•g buliuu 

81IICI tho Olltbroek of tho 81uo-lfiP&Il4'11 Yar, OWiJIC to d1tfiollH7 
o! t r•opor taUon, a at at- of al>DDnoalq oxiah rl th recar4 to d1atri~ 
U on and a&lo of produch, lllrthonooro, 'bee .... of d1ft1culUranoporta.­
Uon, froipt 1o '"1'7 oJpOneho and ~1t7 pr1coa 111 freo Q,ina are 
otWIIlat-d to r111, U 1o therefore ll&OI11&1'7 t o lJlcre ... tho ~ of 
prodnch on o.,. hu4 and to aboor'b W• ct~PH~ on ~~ o~or oo .. to 
ottoot tho quanU\7 of lop]. t-ndlr 1n o1rculaUoo. alld help oUbU1 .. 
coaod1t7 priooa, :BeDko are ~ pr1..,1~ iniUt,.uou for circulation 
o! c..,Ual., But it th17 uo thh CII,Pi~ to aoliot ho&rd1liC and aanip­
llloUon tbq obollld na\nrallT 'bo rootralJled. It, oo. t~ oon\r&J7o beDko 
" '' tbo1r CII,Pi~ to ~lop producUon, to faeUUat- tho ..,....,., of 
cooda into tho 1ntor1or fro• ~ ooaot or other ocattored place• 'b7 
., .... of loPo on oocvit7 'baah, t hq aro filliJIC tboir riptflll 
pruent function. !lw.l, in tho -re• tor oontrollinc 'bal>ko , thoro 11 
pro'fioion rocar41ng tho pr111o1plo t~t b&llko are required to aeko ,... ot 
their o-a>1~ t or pro<lnct1..., and oonat:uoti,.. ontorpr1ooo and for inereao­
inc ooaaodit7 oupplT all 111 otrict .coord&noo wUb tho ...nl.llo cvre~~q 
pol107 ot tho co .. er-t. !l!bia principle il to llr't'e .. a ¢dono• to 
all buki nc bua1uoo 1n China u4 .. a vq to lo.d tho c-a>U~ at larc-
1Dto a ri~t ohannolo 

(3) "!PRrou ioll of Ulllawtltl buinoll 

llutuaUon of -div pr1co• 111 var\1.111 11 llll&'f014abU, ht 1t 
b....ta aro follll4 to o.._, b7 uainc their ct~Pital ooc..rod thr'OilP hip 
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lntorut, In hoo.niJ.Dc or ootabl1oh a u.h wodn a c:a80Utla(:od -
tor colnc Into 'bualnooo th•oolno or tranoaot buo1n.ooo on. bohalt of 
cuatccoro, th07 aro ·~"« 1n ~ acth1Uoo, tor thooo act1rl­
t1eo 41roctlT ropreoent a caoe of plundering on productlye caplt.t 
and ecceloratln& price rhoo. It btu>lc IDplO)'ooo are tCNDd to uao tho 
bank aonr,y for entering into bualneoo, it 1o a ooae caoo of unto.tul 
buo1nooa and ohould 1~·· be otr1ct4' forbidden 1IY the conromeot. 
! 'JOn when bonlee iiOUo loatto on goode ao uour1 \)', 1t obould be a 
quutlon whether the loano eonr a too lOll& tona or the aaCNDt In 
quootlon to ono cuatODir 1o altoget her t oo blc, tor lons-tera and 
l argo loano guer.tq otillulah hoardi~J« oot1Y1t1eo and ohould thor.­
foro be brought under control. 1 1th that obJect In alnd the go~ernaent 
provldoo in the btu>lc control low, opeoltie.llT 1n Artlcloo 5, 7, 1.2 
and 13 of the loar, that banko aro 111Hhor allowed to enter i nto bualneu 
or t o hoard goode nor .t.lowed to oot up an ~nq or trade depu'taont 
or truat departaont or ~ otore for &olng i nto buaioooo tor thoaoolno 
or on cua toaoro' bohalt. hplO)'ooo of cowr.,...ot or prhato or ooai-
1ndopondont bonlco are all to be ropr4Ad ao public tuncUonorieo and 
ao ouch th07 aro not entitled to onhr into buo1neu. It btu>lc omplO)'ooo 
u.lce profUa In buainua 1IY uae of btu>lc aon07, they co•U an act ot 
1lleg.t acqu1o1t1on punishable b7 loar. I n houi~J« leona to .. rohanto 
on aocurHy b&Oio beDlal 111\l&t eoe to 1t that tho oaid aorchanta aro bona 
tide DOrchaote and aembera ot the guild ot tho trade concerned, and that 
tho tar.. ot the loan muat not be longer than throe monthc and that tho 
..,ount of each loan II\I.St not excood ~ of t he tot.I """ ot all the 
lonna 1aeued by the b&.G)c. All theao proviaione, in a word, are 111eant for 
ouppreaoion ot ill egal aotivitioa and promotion of proper and l egitimate 
buaineoo tunotiono of the banko. 

(4) Liaitation on opening of now btu>lca 

llanlto ao Interpreted i n the ge>YOromoot rogulotion include all 
thoee c a.panlea, atore:& or natln ~ whoe• bu.lin••• 4e&la wit.b Upoalte , 
loCUli, 4rafta , r..tttuce. 110rcace•• etc . In tiM ot peace thea• ..,~ 
tU7 inot1tut1ona aro allond t o opon without ach liaitaUon. But In 
t iM ot war, thie ohou1d not bl the caoo. non bualnoaa prof ito are 
WI~ nry high In warU•, aero and •ore now boola are oatabllohod, 
and tbu.o credit oxpaodon 1a tho reoult accoloratlnc bu.alneoa prooporit7 
and atiaul&Uog coaoodi'T pricoa. J'llrthor11oro, in thio coUiltZ)', although 
ouch 1oot1tut1ono do not all aoou:ae the DaM ot baol<o , they do btu>lcing 
buoioou Juat the ...... AccordioglT tho COTerDIIont oot clown opoc1f1c 
proYio1ooo in t he control La. to lt.it tho opon1nc ot now btu>lco tor t ho 
ow of chocking credit intlatloo and ot controlling tho aourcoo ot 
co-rc lal oapi tal. I i th tho excopUooo ot Hoioo btu>1ca which ao a part 
ot the cow Balon gonrnDOnt r,ystea are leirlng a aound financial toundat1oo 
tor loeal autOIIOOif, and btu>lco oponoorod ~ roturoi~J« onrooao Cbioooo 
i n aooor4&nco with t he gonromont poliQY of utilioing oTOrooao Chinooo 
capital for nat ional donlopooot, tho go~oro.oot b&O rocontlr ro~ood 
to porai t tho opooi~J« of a11¥ other baolca, a poU q- dof1o1 toq aouod under 
the preaent circuaat ance. 

(&) 
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Attor tho r..tolon and pro.ulcatlon of tho baak control reculat l on, 
tho ll1nlot17 of :rtnance "-41ahq dtopo.tohod offlcoro to all tho 
banlct i n Oh~lllf: for lntpoctlon and oxu1nat1on, 1n acoordanco w1 th 
tho proTi oion of tho regulation. Ao a rttult of tbio iDTtotlcatlon, 
thooe baAko found flasrantq Tiolatl llf; tho &OTtrDDont roculatlono ha._ 
boon ordtrod to outpend bu.aln .. o and •alt punloi>Dtntt thoH ,.bo .. 
butinooo io not aatlofactor.r baTt boon &iTtn optcifio lnotruetioDI 
for lmproTOmont. It 1o to bo rosrottod tbet a fow flrao and eaopanioo 
wort found to baTO boon &1Ton hup baak loant 1ft th 'll'hioh t11e7 art dolnc 
a proaperou.a bu11neaa. Theae au.ptcl oua caa•• .,.. raa. UD.d.er clo" 
1nTOot1sat1on ~ tho Yln1otr.r in eoQJunctlon olth offleoro froa Yln1otr,r 
of lcono•lc Atf&in and tho !Nroau of Social Atfairo of tho Ohnn&ldnc 
Uun.1c1pal1t)-. At tho ,_. U•, tho Ylnlttr,r of ftJW>Ct baa lnttallod 
a optcial oU1co of oxuin&Uon ohloh w1U ban tho routine dnty t o 
lctpoct and oxaalno banD. I n ad41.t1on, tho Ylniotr.r hao hold dlfforont 
branohoo of tho Joint Boad Offieo of t ho 7our KatioD&l Banko or tho 
local oftieoo of the 4 banD to bo roopcndblo for t ho oofor eo•nt of 
lcopootion and oxaainat ion of all bank!nc 1utt1tut1ono located 1n citlot 
liko Ohonctu, KW1111.ng, IWO~&Ilf:• 1Wo1Un, Lanchow, HODQ&Ilf:, t'&ohoitn, 
lloiklanc , Too~cunc, Loohan, Iplnc, Lalotion and ll:ianctain. ' arlout 
1nopoct1on rtporta ban &lroaey boon turnod 1c to tho Ylnh\r,r tor 
oono14trat1on. Bertafhr tho GoTOl"'IIMMnt will continuo to &dhoro to 
thlt policy of inopecticn and oxuination in ordor t o car"7 out tho 
lntont of tho rogulationo. 

?.'be abo-n-.. nUonod tin poinh can bo otU t\OIIIII&l'iaod in coo 
otat-nt, that io , t ho 14ta 1o to .-.o all tho capital at tare• 
throuch tho bonlrlnc otrueturoo and to frtoq utllioo it for tho incroaoo 
of ouppq of toodo• ?.'be .. thcdo fer 1norou1nc tho ouppq of c-41Uoo 
aro nono othor than (1) tho pro.otlon of pro<lllction and 8&Dufacturo at 
hODOI and (2) opoociJ' tranahlJiMnt of I.Jrpcrtod toodo for dlotri'bution 
and &alo ill tho roar. All 1nTOot.onh , depcolh and •ortpp tranoactlono 
with an btont in haraoJO;Y wU h tho abo-n-.. ntloDotd prlnci plo obould bo 
g1ToD protoctlon and aodot&DCO 111 tho CCTirnMnt. All othor bu.aiDOU 
propOtltlono contrar.r t o thio princlplo ollould bo eonlldorod ao unloorful 
and thoroforo bo otrlctq eupprouod. !hia 1o tho foronoot cr1tor1on in 
tu141nc tho gonrn11nt policy with recard t o control of baako. 

Hooonr, att or conoldorinc tho ropcrto ttnt 111 T&riouo oft1coro 
Who baTt 8&dt 1nopoction and oxaainaUon of baako, it hao boon found 
1nd1opontablo to draw up t uppltlllt Ot&J7 rotulntiont and ruloo beoidot 
t ho oxlotinc ono oo ao to onouro a bottor workinc of tho 171tom of beAk 
control. ~ tfporato ordtro tho Ulnht17 of llnanco haTO ioouod o81'tral 
of ouoh oupploaontar,r ruloo. Thoro art fin of thoto whioh art now 
alrt&clr in forc o, i. • · 1 
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(l) K•t:::! ~;f oogtrol of oredlt lwo 

ID the 1Pro'l'hioDal W.aaw .. re,....U"C OoDtrol of BADia dviDC 
tboo Period of IMrcnot", tbooro h ..., opecltio pro'l'lolOD ropl'dlJlC 
~~aUoro oliCh aa ooovld &114 """OO'ID'od loeAo. Aooordl"C to cuat011, 
-~~ a ..-v bllllk OIPPll .. tor ro&lotraUoa U uuall.T nlloolto ito 
orpnloaUOD ropl&Uou 1a ..tdch tJ.re aat 'be ou article dotlaitol:r 
doolariq tbat 1 U lo AOt allovod to bu4lo 'IIII"Ovod loau Yith 
DO ooovlt:r at all1 • J:ov 1a tho atoroaald Koaouroo, opecltioa117 
111 paracra:ph ODe of .Article I, it pro'l'ldoo tbat all baDII:o .ut o'b­
oer'l'l all tJ.ir rupootl.,. rocuJ.aUono alld tboo related bllllk1l1& 
lavo and ordii1&DOOI in tbooir buoinooo oporatioD. Tbuo otrictl;r 
opealdQ&, all baDII:o aro baaioall;r AOt allovod to lw>dl• """cured 
loeno. Bv.t u a ~~attor of fact, it baa boeD a l oq tre4it1on alld 
cuotom for baDII:o 1a t hh cc=tr:r to h- ollOh loau. l!htor1oall.7 
Ohlnue bulneu traooaoUou u.ual.l:r dopoDdod OD a votl<ablo crodi t 
OJOtftl. !hero baa DOt ;rot do.,.loped a o;rotoa ot ugoUablo iutru­
Mnh a o found in 80ot of tboo ad..........S. COWltrho of tboo vcrld. 
Sholll.d buiuao in Ohlna 'be ont1rol7 hued OD ooc'ID'od lwo, tbooro 
vcllld 'be a lou of tho 80Yal>UU:r of goode. !lou tboo e4optloD of 
t boo fora of auecurod lwo h onl;r D&tural and can 'be oaail7 
accoUAted tor. It Ql1ooo'ID'od loaoo ohollld 'be onUrol7 prohibited, 
tbooro -•t 'be eD.forood in tboo1r place a aodorn oyotoa of •-rcial 
popero. lihUe at pruont the ""' o:rotoa h 'belq &rll4ull:r intro­
dllCed and oD.forcod, it h DIOouar;r to do'I'1H ooao ·~· u oupplo­
montal meuureo to otfoot a llaitatlon oD tbo praotloe of Ullaoc'ID'od 
lcano. Bv.t u Wloocuro4 lw• ont1rol7 depend upon tho orodlt of 
tho dobitor it h '"17' 41fticlllt to diocoyer tbo uoo of ouch loano 
W.thor the;y aro proper or AOt. l'urtboraoro, vhon a bllllk houo 
too lt.rp a n>a'ber of loau ot tbat t:rpo, it 'Moo•• dittlcuu tor 
lt to aaintain tho otablllt:r of ito buineoo. Ia nov of tboH 
couldor&tlono, it bao 'be on tOUI1d uoooaar;r to ulco add1 tlonal p~ 
Yhlono o\ICh aa tboo followinc: 

(a) BaDII:o aro aUovod to - ....... curod loan• to iDdiY1dulo 
up to a llalt of $2,000 onl;r, u tbat ....., ..... , 10 oonoldorod to be 
rouonablo tor an in4iYl4uJ.'• liY1D& ezpenooo. 

(b) Vhen an UlliiOured loan luol'l'lD& aoro than $5,000 h gi.,.n 
to 1n4utr1al and oouero1al 111toruto, it h required tbat tboo 
latter ... t be ablo (1) to prod1>Ce a Ma'ber ahip oortitlcato of a 
culld to pro.,. t bat 1t baa jolnad tbo &Uild of tho tre4o oo1101.rnod, 
(2) to Hoare tvo or aero ropotorod and trutworth:r tactor:r ovao~ 
or aorobento to &i.,. a jolat &UfZ&n''" to tbo ottoot tbat tJ. loan 
111 qnutlOil be rot....-..4 at tbo tiao prooorlbod, &114 (J) to .,....,h 
tor the fact tbat tJ. 10&11 1a qDiotlon lo to 'be uod oal7 oltbor 
tor iDCreulng prodQOtlon or tor purobaolq nocoooltioo for 
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411lr1b\>UOI> u4 lale. !be u .. JINIOr1be4. for o""h 1oeu _., ""' 
111 o<rlr throo ••th1 u4 tbe _, allow4 1a oach oaa1 .ut ""' 
ucud ~ of lhl total 111a of tlw loall1 of tiw 'baalt. !lw total 
-t allowd to 111Ch OU1t0101ro ohould 110t noood ~ of tlw total 
11111 of tbo lou1 of tho 'baalt. 

( o) 1'b .. 1 lou1 u;r be extol1dod but onoallo• of throo 11011tho 
oD11 11 allow4 after tiw aecooo1tT of oxtonlloD 11 lnftltiptod, 

(d) If tbe J>&rtT ul1dortaldac u WUioourod lou hep)loDI to be a 
1tor1 otll1nc IQYirD8eDt 80110J10llol or u IDtot)lrllo ~11lODA4 b7 
D&t1ol1t.l dofiDio or oconoaic offici of tiw COYiru.IDt or a Jlroducor 
of 4&111 ,..ooooiUoo, ad tlw otatuo of tbo laid l)&rtT cu bo 

99 

youobod b7 ito ouporior coYfru8&Dt orpDioat1on, u4 tho lou io dnlT 
1acot1onod b7 tiw l(lniotrJ of J'lnaDco, ouch oaao dooo not c ... 'IIDII.or 
t bo l1a1tatloo reprclillc _, &114 oxtonoion .. ntionod u.,,.., 

( o) Louo u;r taka tlw fona of &CCOJ>tlnc oa tho )l&rt of tlw 
hooll:1 nocot1ablo inot~nto for coUocUon or that of &DCOJ>tl.ac tiM 
4ratto boforo -turU7. Such caooo do net coso 'IIDII.or tlw liaitation 
that t ho total oua of credit louo ohould ut oxoood ~. blat udor 
tbo 11a1 tation that oaob ouoto .. r ohould DOt oxoood lo,C' of tlw total 
loan1. 

(f) In i otW.nc unoocurad lou• banlu lhould aak tho borrowiac 
partr to oubait at tlao of application a otato•1nt of uoo1 &Dd a 
~•morandua on tho conoral condition of buot,..ll tor occaoiont.l rotorenco 
and 1xaainat1on. 

(c) l!ank1 foul14 Yiolatinc the11 pronoiou •bould bo t1D84 to the 
aaount of ~ of tho total buolno11. 

'thou l "i>JJl ... nt&rT rulo1 are all 4111CJWd for ... uac tbe 
pr..:tloal oituatioo ao wll aa for """'rtnc JIOU1'btl1Uoo of corruption, 
8114 t ho 1011 o'bJoot 1o that tho ..,,.., oo louod out b7 b&Dito bo uood 
oDl1 for the pVJ>Ooo of oupplTlnc tho Modo of tlw roar China 111 tho 
Ya1 of dailT n.co1oitioo. 

(2) M1an.re1 Oonndy lDnat:!!st br '•;•a 

.Acoordtnc to the J>roYioiono contained in tho "PrCY1o1ont.l 
Koaouroo roprdinc Control of -· durtnc tho Poriod of E•rco••T', 
uttl11at1on ot CIIPUal 'b7 b&Dit1 ohould bo eonrnod b7 tbe J>rlnClJ>l• 
of inYIIt .. nt ln J>roduotin ontorprilll, &114 euoh inYott .. nt ohould 
toko tho for11 of loano. J!ut tho lnYootlption ohowo that not a fov 
baoko dlrectlT oncaco in Jlroduotln ontorpr11oo. In J>Olnt ot 
prlnclJ>l•, 1\ 11 ot :pa1'880=\ l.a)lortanco that the tul1<11 of oo-rolal 
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- '-
baDJr;o ~ ~t fiu14. If a 1>aZIIt parlioipatoo ia arq fao\017 b)' bol4-

iDC maao o, ti>AD the oiiPH al 1D UUo oaoe b..,OMo "'-'· u4 tbe 

baDJr; ~CIOMI ahaq iD C&IO cf paaio, fa put tbe butiDC buoiDUI 

0J1 a oafO u4 acuad baolo, \be Ooft-t uhrall)' .... t otop 1>aJIIto 

ionoUDC 1o buo1Dooo. llld ~ 1D nov of tbe fact tbat all 

pro4ucUn illtorooh of tbe oo-tey at proooat ,.... oUll ia 41ro uo4 

of fiDODOial aoa1otaooo fi'OII baDII:o u4 tbe 08pital -n:ot 1o DOt 7ot 

t'Dll7 4onlopo4, it oo ... aloo DOCOOO&J7 t o allow a part of the 

b&ok1IIC C8p1tal to 4iroctl)' participate io pro4GcUn olltorpriooo. 

It 1o IIOW or4oro4 b7 the IUA1o\17 of 71D&DCo tbat when arq bult i11nota 

in a pro4ucUn or ccaotrucUn ontorprioo, tberob;y bocoaiDC a ob&ro­

hol4or 1n tbe otoroo or fact orioo of ouch buoiDOoo, it .uat, ao 

proocr1bo4 b7 Article U of the Oollp&ll7 Law, DOt be a obarobol4or of 

uol1a1to4 ll&I>Uit7, ud ita total lla1to4 llab1lit7 ao a obarohol4or 

must not uoeo4 ou4ourth of ita total paU-up C8pital. Boo14oo, 

tho b&rllc: in quoot1o11 -•t pot1Uo11 the Minlotry ot J'inanoe for 

opproTlll ~tore tho purchaoo of ouch obareo 1o allowed. .A.o to b&Dl<o 

which ban al.J'OIIA;f 1D tbe paot taltoo part 1D producUn ootorprlooo 

~foro tho pr..-lpUon of tbeoo M&oureo, tbeoo baDlr:o &1'1 DOW 

roqulrod to oUb&it their caooo tocothor with roloTant facto to tbo 

Mlolotr;y tor t&Dotioa in order to CC8pltte· tho proacri~d proco4uro. 

( 3) Lialtati oq on diotri~ioa of h&rllc:1gc pro!itot 

Tho recul&Uoa of tho 41otr1buUoa of bNIII:1ns profito and tho 

oroation of a op..,ial rooor.o for baDko oporato directly to oolidi~ 

tho fo'llll4o.Uou of tbe baDII:liiC buoiuoo u4 1n41roctl7 h rollon 

tbe .... ,,..,... .. of 41otribDUon of walth. Dur1DC the proooat -.r 
of roolot...,.,o, thooo oporato to llalt pr1Tato purobaoiDC powr. !be 

Kiniotr7 of J111&DCO b&o tboroforo &ado tho followinS f1To rogulatiouot 

( a ) Iutoroot ud diT14ollll pa7&blo to obaroholcioro of 1>aZIIto 

ahould aot o:oo4 2f. of the eotnal paid up 08p1tal. 

(b) l!o11uo pa)'ablo to dirootoro u4 truotoeo obould DOt o:ood 

oao-th1r4 of tblir aonDal oal&rioo. 

(o) :Sonuo P&Yal>lo to ofticoro ud 08plo;yooo oboul4 DOt oJ;COod 

the total 011a of their 4 .authe' oaluloo. 

(d) Tbo balaooo of tho profi t obould bo allottod ao ourplu 

r.aen-e. 

( o) Tho ourplu rooorn rof01'rod to aboTO obould 'bo o11Urol7 

tur11ed onr to tho :So&l'd of Diroctoro at tho oDd of oeoh fiooal 

70&1' ao a ooparato allo-..t for cuotod7 u4 CaD not ~ ollp0lldo4 

arbHruil)'. 
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(4) Cr.ation of h;ernaiy otfi oora 

Control ot ballk:a tho\114 bo applied tbroughou\ the oount17. 111 
TiOV of \be TU•:.all Of ' , . CO\Uitry, the groat DUIIIblr Of ballk:int 
inoUtuUone 1!.11d the coaploxl.t:r of their olaaaaa u .,.11 a o the 
d11'1rait:r ot ecoDOaic conditione at different plaeao, a a:rataa ot 
woporTilion &Dl ccntrol b;r diatricto becaaaa noceooar;r t or andittoc 
and exaalnatlon. !he Kinhtr:r of J'i~W>Ce baa therefore decided to 
inotall otficaa ot aapornlinc ofticora. '1'1: ' !'!Dral pl&l1 proTideo 
that ouper1'ialnc otficar e be atationad in iaport l!.l1t c itiaa outoida 
Chunglclng vho vlll be rooponoible for local awlltin& and olt&llinatlon. 
Detai led proTioiono ba1'1 all beon toraUla tad re&&rdin& their !ancti ont, 
dutioo, tranoforo and tfficienc:r r ati nce. 

(5) Unification of "nkhy; Accountl¥ Syatoa 

In the paot ballk:o in China adopted different accounUnc o:ratne. 
It vao coaparatiTal:r difficUlt tc oxulno their booln. Thou ballk:o 
generally bad all kindo of IDO&I11 to eTada tho rutrictiont of the 
goTornaant regulationo. It io nov indiopeneablo to doTioo a unlfiod 
oyat .. for all accoUDtinc ophJocto and for unltora application bJ all 
banlro, \'hh 1a nov beinc drafted b:r the .Joint l!..,d otfioo of the 
Pour Wational BaDka an4 will be aoon r aad;r for ontoroo!Dint. 

In 1\liOOI&ridoc the aboTe ourn;y, the goTOrrunont pollc;y for tho 
control ot banka ma;r bo otatod in two phaooo. Firat, control io 
directed toward a proper daTOlopmont of the banlriq buoineoo and 

toward oapprooaion of unlavtul act11'1Uto lllldertalnn b:r ban)re. 
SecondlJ, t he £0ftrn&011t ciTOI proteCtlOD an4 uohtaDol t o bankl 

dotoc leciti•t e buoinau Yith a Tiav to increuiq the oappl:r of 
coamoditiao by utili&inc the banlrinc capital and to maotinc the 
ocoaoaio dtande of wartime; and, for t he future, it it for la;rlDc 
a &eod foundation tor oo•ercial banlrt in order that t hey 1llaT ahara 
the roaponoibility ot aoonomio reconotruotion in tho pootwar period. 

Booidaa, tho toTernaont io nov attaaptin& to otroncthen the 
Central Janlr of China ao u t o enable it to fUlfill ito function 
aa •a bank ot banka' and t o enabl e it to control other b&Dka, 
incl\ldhls the national haDlra, a a the liNilr of China. liNilr of 

COIDIIIUilioaUona and the l'arlnoro Jank of China. Then tbrao national 
baclro ohonld be guided b;y their orp.~>io regnlatlono in IIIAI<lng 
parallel procrou 1n the performance of their dutht: auhtin& the 
Central Janlr of China i n the rolo ot loadorahlp aacnc t he banko and 
aaohUnc ill tha da1'1l opatnt of acrioUlttre, aiatoc, i Dduotr:r and 
coamoroo, thereb:r partacttoc t he onUro finanCial o;rotoD of the count ry. 

!hlo h particnlarl:r a f ornooot t aolc of the ... nt. 
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Treasury Department jl()~ 
olvl• !oh of Monetary Research 

Date ... ~ ... ? .............. . 19 42 

To: Uiu Chauncey 

Proco: l.!r. r.h1 te 

For the Seeretery's File. 

Does not need to be called to his 

attention n2!· 

IIR. WHITE 
Branch 20$8 - Room 2l4t 

• 
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To: llr, 14 ...... ,. 

Fro•• llr, .. u. 

'lf1ll :rou :;>1.,·•• Hd •• folloW1Joc oab1• to 

leuador: 

'lo U.. llinh\er of ~· fro• \he Sure\_.., 

of \b.e '1'reu11r71 

11111 ;you p1eu• 1Atora •• -.he\her preu reporh 

are \rue \ha\ a eubotanUal chaAp vae 11414• 1n tb.e 

United Stat•• dol1ar-ieuedoran .,..r• rate of excb...,. on 

AO?ril a9, In T1ev of \he pro•111on 1A Parocrt;Ph 10 ot 

\he S\ab1llsa\1on "&ft ..... \ ot March 1, 191!2, ve are 

na~l:r b\ereotecl 1A thte .. tter, 

1£S:olh:da - 5/5/42 - 3 

103 
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AKEMSASSY 

TELEGRAM SENT 

May 51 194,2 

10 p.m. 

Ql.JITO (ECUADOR) 

298 

104 

For the !Hnister ot Finance from the Secretary ot 

the Treasury . 
QJJOTE. Will you please i nform me whether preee 

repo~ts a r e t rue tha t a substantial change was made in 

the United States dollar-Ecuadoran eucre rate of exchange 

on Apri l 29. In view of the provision in Paragraph 10 

of the Stabilization Agreemen t or March l, 1942, we are 

naturally interested in t his matter. END QUOTE. 

FD:FL:BMcB RA 

HULL 
( FL) 

v 

Regraded Unclassified



• 

' 

I • 

I Cable sent to Casady 6/5/42 thanking h~- ' 
tor his cable on War Snings Bonds . 105 
{See attached cable) 
Desoripthe literature sent on 5/11/42 
{see attached letter) 

Kr. White reported at Group Meeting on 
5/8 that he will send Kr. Botlich to Canada. 

All requests have been taken care of in 
this memo. 
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BarJT 'tillite 

seoretar,r Morgentbau 

1.06 

llq s, 1942. 

Ple .. e eeD4 a telecraa to Matth... 1A toa40D te111Dc 

hl.a 1\ow pleue4 I • witll hb cable oo the lfllr S.Tillp 

Boll4e. Aleo, get b1a a oolleoticm ot poeten, aD4 what 

not, that - baY e. I -'-d Hod b1a halt a 4o:&ea .. u 

ot eaoh. I'd get th• oft right ••J'• '!'Ilia thiDc witll 

llatth ... ae- to be wol'ldliC out eo -u, I w181l )'011 woll14 

reoo=un4 aa.ebo4J' to go to Canada and sake • eil:dlar 

etu4J'. I'd like thie to be done at onoe. 
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A ,_., .. 
! n $ ..... -. ...... 3.,..... $ 

.. •• • ....... ,.. .............. pootJr Jl••••• 
., .. ,_ ""' ...u ..,.. • tiM llrtU* wol•'otr ......., 

I 5 1 P' aie I.e tM tne .t .___ .... la ........ I.e lMifto.ll 

'' - • .... ,.. -...,u ... _..#tal •-. 11111w ,...._ __..., 

5 ... ,_ ,.. latoo .......... ,... a .......... Qj .,. .... 

... .... 
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TELEGRAII 3EllT 

HRL 
Th\B tc1"crnm must b e 
!):-.~·-.;>hr-.ncd bEf ore being 
oor,\ulun i c ."\ttd to on yon£ 
other t h"J'I " Govcrn•ncntn l 
""~.-3CliCY • '; ) 

;. .c:::c ... ssY 

:.0 \IXW (~!iGL.'LID) . 

1952 

l4n;t 5. 1942 

4 p . m. 

109 

ror C~.so•d--.y from thE Stcrtt .~y of t he Trcr.sury . 

~I.'OTE . ThE Stcrct · ry wr11 ts you to know th"'.t hE is 

Gt't.".tly ':)l£.•SEd with your firs t o~bl£ rt•)ort on thE 

3rit ' oh v :>lun t~.ry s ·.vinga c-.mp.~ign . ThiS 1s thE t y?E 

of i., form~.tion in \ihich hE is 1ntc r catcd . 11c :-.r£ 

ocnd!.n~ you dcscripti vc m"'.ttri '\1 on t he UnitEd St•.tcs 

o~v1~~a c-~p".ign for vour inform".tion '\nd for submission 

tc t i'E ·ppropri "'.tE pErsons . E!-'D QU"'l'E . 

FD:FL: ::t cB 

F.UU. 
(FL) 
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MAY I : 1942 

Dear ()Utolqo 

'ftiU 11 ta- \o pv 1able llo. 2297 ot April )01 

Sartap IWIIpe .... 11.-..l • Ule l'oiUl S&Tlap 1171- - -
....,.,. .. hll 1a ... b OJ' uoepW 1a ~\tor war S&'O'lJicl- a\ 1111q 

tlM ., Ullit.ocl 8\a\ea !'vii\ ottt.o... ftMo:r .... alae - ... t.ocl • Ule 
THNVT ~ 111 aab&~~~o tor War Sa'O'lJico 8Giula. Allot Ule 
pobliol\7 Oil Ule oale ot Ule ot.lilipo raftl- .....,.. \bo ldaa ot \bo1r 

ooo-ulaUoa _. nob p tor boadlo. 

All War So'O'lJico ...,.. .... roclaWrod - -\r4111ofonblo. 
!hi1 1o a clotlnl\o tro..,.q po.l.1.q oe t.hooo .......s.u .. , I\ 1o ta-
n i \ob1o 1 u nccoot.ocl _. \M (lwot.loe 111 :rour oable, \bat. t.blo will 
rao10lt. 1a a 'f'llrT lars• reclo\or, It. 1a alroact;r (llli\o alublo, Abend 

2,100 ~ ta Ule ~~~~rea or \M i"aa>lio Deb\ (approxt.ato1T oao bH 

of t.bo Bvua1o Wublac\Oil .-p1A17Mo) 1a Wu~ lliDO .... _, '•I 

011 Sortap 8oDol Mt.hiUIIo !Ioera b 1a addit.iOII I larp fo•'CI 1a tile 

t1old, ooepooecl of Ule hclonl RNone a.a, pol\ ott1o11, -mol 

banl<a Uld ot.bor (llloli.tlod 1oo111J11 01oacd.11. Ott t-o 2,100 -~. 
opproxt.at.olT 1,000 .,. -.led wiU. SoT1Ap lloDd ra1bt.raU•• ftio 

torao b qpoot.od t.o lae .... o repidlT, u Ulo ftl- of rallo\raUoa 

IIOric '" a- 1a di""" ra\lo \o oalao. floe ftl- ot 1ol .. _. ..U.. 

11 t....S 111 \lie ..U.Ua ot Ule tr.uv7 Dopa..-\ wMeb 11 Mil\ \o 

7"- ooeb ..U., 

I a eolM1•1 olx oo\o ot d .. oripUw -riol- 1\Mr U\­
.. a\- 011 ov aa'rlAp ._.tp, tor TOW iatonoa\loa - tor o\boro 
wbo .q bo 1Jit.o...n... 

tow tint. oable oo tM Brit.lob oa'O'lJico ~alp plooood Ulo 

SooJ'O\U'7 lftO\lT, ..s I a 1111'1 \bat. t.blo - .,...r ellllol(l....,t repone 
1l1ll prow .n bolphlta pJ.-••1 .a iat.ealtloatloa of t.bo oa'O'laco 

ooepalp 1a *l1 -"7· 

Mr. L. :;t, CM&CS..q' 1 
At. \lobe tor tbo TraaoV:J7, 
UIU. t.ocl st.ato1 -..IT, 
to.~aa, ...., .... 

!LIIIoo S/8/4'. 

SloeanlT 'pvo, 

H. D. lbl\o, 
uollt.ont. to \be Soorot.U'T, 
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Tr oaoury Department 
Division ot Wone~arY Re1earoh 

115 

Date ...• Y.~l ... ~.~-······19 42 
Secretary Uorgenthau 

Frooo: 'IJr. Kamarck 

The attached report gives the 
best inside story on what happened 
in the Far Eastern campaigns that 
I have seen yet. If you have the 
time, I believe you will find it 
of considerable interest. 
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TREASURY DEPARTMENT 

I NTER 01'1'1Ct: COMMUNICATION 

Secretary llorgenthau 

llr. !Camarok 

1.1.6 

<"" 
D ATa lla)' 5o 19~2 

Subject: Report on the llalayan, Java and Burmese Campaigne 
by Colonel Brink , u . s. Arm,)' General Start. 

(This ie the summary or a verbal report made by Colonel 
Brink t o the Combined Chiefs of Staff Secretariat, Apri l }0, 
1942. 

Colonel Brink wae attached to the Si ngapore coamand 
ror a number or months before the outbreak or the Japanese 
war. He participated act ively in the llalayan campaign until 
the !1'.11 or Singapore, and t hen went to Java ae a Clamber or 
General wavell'a staff. When Java waa lost , be went to 
Burma and vi a1ted the All ied Armies 1n the field . He has 
juet returned to Washi ngt on.) 

Conclualons 

The Allied dereatR in the Far East were due to the 
following factors: 

1. •Slaves do not fight well . • The Indians 1n Malaya, 
the Indones i ans 1n Java did a poor job. The Burmese d1vis1on 
raieed by the British , refused to fight the Japanese ~~d a 
l• rge number went over t o fight on. the aide or the Japenese 
aa a Free Burmeee Army. The Chi neae and Fil1pl.nos tight 
well beoauee they are t1gbt1ng tor their own independence. 

2. 111litary preparations were i nadequate. 

3· The usual difficulties or waging a war or alliee 
were experienced: lack or untried cont r ol, lack or confi­
dence in one another, action t hrough long 1nconclus1ve 
conferences, and cont i nual delays. 

4. The British civil government in Malaya and Burma, 
rnthe r than helping, hindered the army. 

/ 
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!.!ol&YA 

Plane t or the defense ot Malaya had been worked out 
mont hs ahead or time . It wae planned to take t he offensive 
l moedlately on the outbreak or war and to sei~e the air­
f ield at Sin~ora, Just acrose the border ln Thailand. 
Thle would eliminate t he only a i rfield available to supnort 
Jaoonese landings. Then the army, air toroe and submarines, 
1n cooperation, would tend ott any attempts at Japanese 
lend1ngs on the Malayan coast. In this way, the back door 
or Singapore would be eateguarded, while the nBval guns 
et Singapore would keep or r Japnnsee nave~ forces. There 
ls no doubt t hat the pl an wee well worked-out and the only 
one poss i ble i n view or the roreea available. 

The gerrieon prov i ded wae totally inadequate. Brooke­
Pophem, the British commander-in-chief, asked for at least 
elx dlvia i ons end r ive hundred planes. He was gi ven three 
we~ di vio lons (two Indian and one Australian) and t wo 
hundred second-line or third- line planea. The fighter s 
provided were pract i call y all Ameri can Brewster Buffalo 
fl~hters whi ch are little better than •sears-Roebuck planes. • 
Except for a rew Blenheim bombere , the other planes were 
Dll obsolete. They were eo old t hat some or the R.A. F. 
nersonnel who came from Engl and to fly t hem, had never 
bcrore eeen similar planes . 

The nevel base itself was no t as well defended as 
oeo~le were made to believe. There were no lS-inch guns at 
S1nt~pore. There wer~ only tive lS- i nch FUn s. 

The civil government did not g ive Brooke-Poohem any 
subatenti~l cooperation. The government did not want to 
aoend sny money on defense. The air-raid warning system 
they provided on request was very poor. Two months before 
t he Jspsnese att3ck, the army tried out the warning systeo 
by sending some Blenhei m bombers down the peninsula. All 
their f i ghters were caught on the ground. After that, the 
army had to divert some or ite own badly needed personnel 
for thi s purpose. At the aame t ime, aome detectors were 
sent out from Englend. As a result, the Japanese were not 
•ble to catch t he Bri t ish planes on t he ground in the 
campai gn , until the very last. 

There wae no surprise in the etteck. On December l, 
the headquart ers at Singapore received a meeaege from the 
British mission 1n Washington that negot i at ions had broken 
down. They were told to be on t he alert ror an outbreak or 
hostilitlea, but to commit no overt act . 
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On December 6, a 
weatward rrom the tip 
was not known whether 
!1aloya. 
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patrol eaw a large Japanese convoy mov1ng 
of Indo-Oh1na. At contact wee loat, 1t 
thle convoy was head1ng for Bangkok or 

On December 7, the Japanese came over and bombed Singa­
pore. The city wee all lit up. The master switch which waa 
supnoaed to out orr all the lights, could not be operated 
because the man who bed t he only key to 1t could not be round. 
Af~ that r1rst night, the black-out wee fa1rly good. 

The Japanese landed in Malaya and across the border 1n 
Th•1hnd, sehing t wo a1rflelds. Almos t the ent1re strength· 
or t he R.A.F. was thrown 1nto aot1on agalnet theee land1nge. 
Pr110t1cally all or the Brewster Buffal.o f1ght ere were shot 
down in this r 1rst battle. The Japanese planes outclassed 
the~ oo greatly that 1t 1s doubtful 1f they brouRht down a 
Japanese fighter, except perhaps by coll i a1on. Aa a result, 
t ne Japanese were able to make their landings good and the 
Britieh plana fa1led. Af t er th1e, the Japanese had pract1oally 
comolete air dominance over Wal.eya. 

About a week before the attack, Admiral Tom Phillips 
arrived from England. He dlaregarded the well worked-out plana 
for a1r, naval and ground cooperation and sailed out with h1e 
t•o battleships , the •Prince or Wales• end the •Repulse•, with­
out m~king any attempt to get a1r oooperetion. The Japeneee 
torpedo bombers, therefore, were able to find and s i nk the 
sbioa w1tbout interference. 

After the Japanese had made tbe1r lend1nge ROod in 
northern MAlaya, t he British deo1ded to f1ght delay1ng aot1ona 
all the way down t he peninsula. It was hoped that they would 
he able to hold a line eventually 30 or 40 m1l ea north of 
Sing&pore. 

The Japanese bed complete e1r domi nance throughout the 
campaign. I t was impoea1ble to travel up or down the ma1n 
road in day-light, w1thout being machine-gunned several times. 
The Japanese eold1era had been thoroughly tra1ned for th1e 
camps1gn and were hlghly ekllled in Jungle f1gbt1nv. Tbey 
almost never made any frontal attacks. The Japaneee patrole 
would come b1cycl1ng down the r oad in apparent carelessness 
or ooasible Br1t1sh f1re. These •oareleas• patrol s would 
draw the Br1tieh tire and eo ind1oate the Brit1eh poait1on. 
While a holdlng attack wee going on aga1nat the adv~ce Br1t 1ah 
forcee, several encircling columna would be str1k1ng out 
throu~h the Jungle to the rear or t he Br1tieb. 81noe the British 
did not want to commit themselves t oo heavily in battle, ae they 
•ere fighting a delay1ng action, they were forced constantly to 
retreat. The 8rit1eh never were ttble to develop en adequate 
detenae againet the Japanese taot1oe. 
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The Japeneae air toroe dro•e the British naYal patrola 
orr the water on the weatern aide or the peninsula. The 
Jaoanese then were able to preee into earvice ell the boata 
they could find and from that time on were constantly in­
rutrsting from the eea, back or the Brit1ah troops. The 
British lett tlank, rather than resting on an obetaole, 
was therefore resting on a highway whlch could be freely 
t ravelled by Japanese troops. 
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One example ot the ettectiveneaa of this infiltration, 
was the destruct ion or one British brigade heedquarters. Four 
Jooenese landed at night in the rear or the British linea, 
clothed in sneakers and ehorte, and carrying tommy guns and 
hand grenades. These tour men went 15 miles inland through 
the Jungle and round a Bri tieh bri.gade haadquo.rtere, whi ch t hey 
corooletely destroyed. They tomm.y-~Nnned twenty or thi rty 
ort icers and completely wioed out the headquarter~. 

The Japanese had very Food cooperation between t heir air 
ond ~round troops. The infantry tou~ht its way forward from 
one airdrome to the other, receivin~ complete cooperation rrom 
t heir airplanes and, at times, were even instruct ed by air 
where end how to proceed. As t he airdromes were captured, 
the Japanese planes moved forward to glve Pupoort to the next 
ope rat ion. 

The Jspanese system or communications is better then the 
SriUah or even the American. Every orticer oarrles e small 
r•dio, thr~ wblch he talks with h.ia planes end with his 
aubord1netea and superiora. The J~paneee hAd batter mapa 
or the area than the British had. 

The Japanese Firth Column operated very efficiently in 
Ualaya. Fifth columnists kept the British airdromes under 
constant watoh. Thro11ghout the whole oampe.1gn, the British 
could hear a Japanese radio station 1n Singapore, in communi­
cation twenty-tour hours a daY with the Japanese army. In 
ar1t • or an intensive eaarch, i t waa never round. 

The Dutoh had been completely convinced or t he importance 
or hol~\ng Singapore. Therefore, they used all their avail­
able air roroe and submarine rorce in lhe fightin~. While 
the fighting wes going on, an Austral ian di vie1on "as en 
route rrom the lilddle E&et to Australia. The Austral ian govem­
ment refused to allow it to be used in Kelaya, but brought i t 
on home . Bot h Churchill &nd Roosevelt appealed tor the use 
or tb1s d1v1eion and were turned down. Churchill tbree.tened 
to arraign the Australian Prime Kin1eter at the Bar tor hle 
rerusal and the Auetral18n reply wee that they would .Uwaye 
be ~lad to st ep up to the bar and heve a drink with the Bri tish. 
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The British f inally brought one British division all 
the way out from England, which landed in Singapore a 
rew days before the surrender. 

The Commander or the Australian d1v1s1on in Malaya 
refused to allow it to be used up-country and kept it 
1ntaot until the other troops had fallen back to the 
v1c1n1ty of Singapore. 

120 

Toward the latter part of the campaign, the British 
troopa had acquired a defeatist psychology. They retreated 
even before the Japanese made contact with them. 

No final defense line wee ever orepared. The civil 
vovernment refused to allow the rubber t rees to be out 
d~n and it was therefore imooseible t o prepare fields of 
tire for a defense position. Durin~ the final Japanese 
l and1n,, thirty or forty miles on the ooaet above Singeoore, 
the last ava ilable British ~lanes were sent out. These 
we re 14 torpedo bombers which were ao obsolete that they 
could barely reach ninety miles en hour. The Jeoeneee shot 
down every one before they could drop e torpedo. 

A few t roopa from the 
campai gn and fought well. 
who st arted fight i ng , only 
S1ngDpore. At the time of 
reduced to 45. 

United Kin~om fought 1n the 
Out of one brigade or 900 men 
g5 were lett to retreat into 
the surrender, these had been 

The soldiers who retreated across the causeway i nto 
S1n~spore could no longer be considered an army, but rather 
"" armed mob. Losses of officers bad been so great that 
tbe command organ~tlon bad practically broken down. A 
very large proportion of the troops le ft were not combat 
units , but quarter-master corps, anti-airoratt and vari ous 
headquarter troops. 

The British commander, General Percival, was no better 
than an average British general. Several members or hie 
staff were f a irly weak too. 

The Indian troops did a poor job. Except tor a few 
Ghurkas, t hey did not fight well . Tbe Sikh• and Punjabi , 
1t had been hoped, would fight well , ainoe they a re generall y 
re~arded ae among the best or the Indian troops. 

After the Japanese bad lended on Bin~apore Islsn~. taken 
t he water reservoir and oeptured the ammuniti on depot, t here 
w•a nothing left tor the British to do bu t surrender. 
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Jeva -
The prinoi psl difficulty in defending Jeve wes the 

oroblem of supply. To give one ex&mple , a large number 
or planes were destroyed by the Japanese on the ground in 
J~vs. Yet en anti-airoratt regiment had be~n sent to Jeva. 
The men oame from Englend around Africa. The guna came 
r rom the Yiddle East and the ammunition from Ind1e. It 
was neoeeaary that all three components or the organization 
should arrive 1n one port at the same time. Actually, the 
men and the ammunition arrived 1n .Betavia end the guns at 
Surabsya. The guns, ammunition and the men were never 
brou~ht together and the re~iment was never ueed. 

There were only three porte on the leland to be 
cons idered: Bstev1a, on the northwest, Surabey~ 1n the 
northeeat, end a amall oort, TJ1latJao,on the southern 
aide or the 18land . · 

Arter th~ Japsneee t ook the islands of Sumatra on 
the west and Bali on the east, neither Batavia, nor 
Surabaye could be used. There remained only the small 
port in the south. 

Suppliea and reinforcements in important quentity were 
sent to Java. It wee figured that around the first or 
March, 100 ah1ps would arrive in TJilat j ap, the only port 
available. The teoilities were eo inadequate that it would 
tL~e at least two moaths to unload these ships. It was 
concluded, therefore, that the situat ion was imooestble 
and that Java could not be saved. The auppl1aa and rein­
forcements coming rrom the United States were therefore 
routed to Australia and the men and supplies coming from 
gngland were routed to India and Burma. 

The atatr that Wavell had organi~ed 1n Java by American 
standards, was very inefficient. In addit i on to the usual 
problema or wagin~ a wer or allies: interminable conferences, 
n great deal or talk, and no results, the organ1~ation wae 
inadequate. Instead or the etarr being organi~ed on the 
customary American General Starr divisions or personnel, 
1ntell1genoe, ope~at1ons, and supplies, 1t wae orgentzsd 
geo2raphioally. That is, he had one man who eoted as G-1, 
2, 3 , ~. ror Burma; another f or the Ph111oo1nes, anoth•~ 
for the Dutch Eaet Ind1ee, and another one tor AustraliA. 
The result was that there was no coordination or supply by 
any one single individual and the already great supply 
difficulties ~ere made woree. 
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The British, in general, were very dif ficult peoole to 
work with, primarily because they could end would ~rgue one 
doY ro r one pl an ot' action end t he next dey t hey would e.rgue 
juot a s glibly tor something that was completely contradic­
tory to the day before. 

The Dutch ot't'1cers were very good, efficient, courageou11 
~nd &!tgrese1ve. Unquestionably, they were superior to any 
other otr i oere in the Fer East, except , of course, the 
Americans. 

The native troops in J~ve who comnri eed the bulk ot' 
the army, d id a very poor job ot t'i~hting. At the be~innin~. 
the Ja PAnese took a t'ew ot them prisoner and !{aVe es.ch ml\n 
100 ~1ldere. The news spread through the entire Dutch 
n•t ive "r~ like wild-tire, end et'ter that, the Dutch had 
a dit't'ioul t problem i n preventin~ their native troops fro~ 
qoing over in large numbers. 

~ 
The British civil government in Burma gave no coopere­

tion to the military at all. The a rmy had no power over 
the Burmese civil government. 

The Burmese population 1s very hostile to the British 
nnd to any one who associates with the British. All ot the 
natives qui t work whenever t he Japanese oame within striking 
distance . This meant that all eervioee ot' communicat i on 
end euoply were completely pnre~y~ed. It ia not eate tor 
a British or Chinese soldier or officer to t ravel alone in 
Bu rma. 

The Bri tish had organ~ed a diviei on ot' Burmese soldier s. 
Thi a division refused to advance against the Japanese. Large 
nu=bera ot t hem deserted and formed a Free Burmese Army 
wnich the Japenese have recogni~ed. 

The Chinese troops tight hard end work he rd. They do 
not have the means, however, with which to tight . 

Burma i e " seck with the hole et Ren,oon. After the 
Jepnneae took Rangoon, t here was no w~y ot' Fetting reinforce­
ments or auool ies to the allied Armies, exoeot throu~h the 
P1 'r. 
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auerrlllAs 

Guerrilla detachments were organ.hed before the 
r~ll or Java, composed mostly or Dutchmen. These 
,uerrlllP det~ohmenta ~re et111 !1Rht1nR on the islands • 
or the Dutch Eeet Indlee. Some were sleo l1llt! ashore 
ln MalaYa and are now !1Rht lng ln Nslpye. 
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ll:l!)RAIIWII '!0 THE FilES lo!ay 5, 1942. 

Subj ect: Honduran lll.ssion. 

The Honduran J!l.l"lieter called on llr. mtl.te on lola)' 5, 1942, to 
diseuse hie Oovammont' s request tor aid in the eetabliehment of a 
nati onal bank. Others present ""re llr. wthrlnpr (State) aod lOr. 
South& rd. 

The J.l1n1eter up1a1ned that his Oovemmont had tor some years 
planned to eetebllsh a central bank or ieeue with -re and raeilltiee 
to at.iallata iaduatry md agriculture. He perticuler~ ..entionecl the 
lalf or 19)?. 'f!lere are at preaent in lloo<luru two tanka' the sll81ler 
ot lfhich i.e olll8d by the Standard Fruit Compeny ond the other by 
Hondurana o Both of these ha.Nta are chartered by the GoftnliOI>nt and 
hue the priori lege of issuing their own bank no tea. The l.!l.nist.er 
said that the pre"fioua e fforts to establish a central bank had been 
op;)Osed and blocked by these two banks . When llr. White asked what 
reason there ....., to suppose that such oppoai t1on would not again be 
eftecti ve the llin1ater replied that tbia t111o the Oovomment had 
made up ita mind. 

The 111n1ster expleined further that hie Government had informed 
tba Export-Import Bank that i t had decided not to a pend $1,700, 000 to 
build a highway from the Pan American lligbway up to Tegucigalpa, the 
capital. Instead, hi.s Oove~nt hopes that the EJ;>ort-Import Bank 
will be willing to loan $1,000,000 to develop the prcpoeecl central 
bank a1nee it is felt that this will be a aoc1~ and eeonocdcall:r 
DOra beneficial expenditure of tunda. l!r. White told the l!iniet.er 
that, in "fiew or his Government's !••line that the •tter is urgent, 
a amall adasion will be sent to Honduru as aoon as tbe start can 
be a pared from other worl<. In tho meantilo8 llr. White asked the 
lJI.niatar to send eopiu of all the banking and 110natary len ot 
Hcnduraa ond any otber infonaation coneerl"lins banl<1ni; and -.etary 
.... ttara in order that the worl< m&bt beGin at once. The l!inioter 
aaaurecl llr. llhite that be liOuld get this Wonaation as soon as 
poui blo. 

F.A.Southard, Jr. 
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ireae Service 
No. 31-42 

AI a turther link in the oloeer ~4latione which haYe 

developed between the Government• ot the United Statea and 

ot Ioeland during the laat year, Secretary ot the 'l'reaaury 

Henry Morgenthau, Jr., and Icelandio MinUter Thor Thora 

aigned an &xcbange Stabili~ation Agreement today. 

'l'hie agreement between the OoYernment ot the United 

State•, the OoYernment ot Iceland and the National Bank ot 

Iceland, providea that up to 12, 000, 000 ot the United State• 

Stabilization Fund will be uaed tor the purpoee ot etabil1tlng 

the United State• dollar-Icelandlo krona rate ot exchange, 

The agreement aleo providea tor perlodi o cont erenoee 

among repreaentat1vea ot the partlea to the agreement to 

diacuea monetary, tlnanolal and economic problema ot mutual 

intereat. 

-oOo-
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TELEGRAM SENT 

U! 
ih:.e telegram must be 
pu·r.ph!'aaed before being 
communicated to anyone 
other than a Governmental 
agency. \':J. ' 

A.I!ERICAll CONSUL 

CALCU!TA, ( INDI A). 

217 

FROM TREA.SliRY 

Hay 5 , 1942 

1 p .m. 

Your No. 301, April 24, 4 p.m . 

126 

In view of ma.tters now under consideration the 

Trea .1ury does not consider it adv iaable to extend 

check procedur e. For your information Na tional City 

Bank or New York, Bombay, has orocedure for both 

checka and U. s. currency and Reserve Bank or India, 

Bombay, baa procedure r or U. 8. ourrency. 

F'D:F'L:ME 

HULL 
(F'L) 
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1 )~1.tcto ~r--2? 
l"""~ ~ ,~t..L s If 

stcAnAAJO oe: HACIENDA v cAtOJTo PVBuco 

MEXICO 

Deer 1.1r. ldorgen tba u: 

It is tor me s pleasure to introduce to you and 

recommend to your kindness ldr. Rem6n Batete, Undar­

secratsry or Pinance or the Mexioen GoTarnaent, a Tory 

esteemed triond and collaborator or mine. 

Undareeoratary Betota is going to Washington on 

account or hie designation by Pr esident ATile Cemcho 

to attend the arrangements related with tho economical 

attairs in which both countries era interested. 

I shall be deeply indebted to you tor tho kind 

help that you may be willing to grant wr. Beteta 1n 

the tultilment ot the important minion tbat the Pre­

sident or ~oxico has entrusted to him. 

Lot lll8 take thia opportunity to send you 11f1 best 

wiahea and to reiterate 11f1 highest consideration. 

~:;._.- ~:"' - € 
~ 

---sduerdo SuArez. 

Sooretar7 of PiiiiiiOOo 

Hie axoellenoy Henry ldorgenthau, 

Secretary or the Tr ea sury, 

Washington, D. C. 

... t. . 
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IIIIIORAIIDUII , 

• 

l'or the S.c,..t&r7 to DOte. 

Ott1ce or Milo Perkina 

() 

01111-351 

• 
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I!O.liiD OP IOOIIOIIIC I AIU'ARZ 

IASRINOTOW, D, c. 

1bo New z.J.and 111n1oter 
llaobiQ&ton , D. C. 

Doar Mr. 111n1atera 

* 7 s. 1942 

1bank )'OU for ,our letter ot April 17, 1942, w!lieh aet 
forth tho dittioul tloo New Zealand 1e taolnc in arranging 
tor axporte of wool. 

I u glad to be ablo to adYilo 70" tha t tho Board of 
!ooDcel.c ll&l'fare hal heard froe tho 11&1' Shipping Adml.n­
iltratlon ot two Duteb ftiHll 011 char ter to th .. wbleb 
trill be loa41Dc froe ..., Zeallnd 10M tiM t.blo "''ffth . .... 
1bo operators ot theM YOIHll buo been i..,.otjol to ~ 
Utt tho otrateg1c &M oritioal CW'iOOI nOW!'Offo>1eg, ' 
&M ao wool fallo l n thlo cateJor'7 and o.o t&. t.wopooo}l 
ln queotiOC> are largo carrioro, ft tna.t ~ th~ ~ 
afford ... betantla.l ... uor to tho wool ohipporo ln -
ZM'•""'• 01 

ExoCNtlft Dli"'otor 
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Jr W• lull ~.D.o. 

Dear l>letrt•, 

1 • attaab1Ac oow of a leU•r wrtttu, to 
lehl• to4.q. 

Tour• allloerel.T, 

( 8&4. ) B. V. J.libUl'll 

ICr, Jrult 1>1etr1•, 
u.a. tr.&nrT n.pan."'· 
ltal>UbaUo" Office, looa 279, 
Vatblllcto ... ll,O, 
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!z la!o Bad 

LoUor llo, !,!, 10 

lloar hhlo, 

Wo haft Jut loaru4 troa o roliob1o -
\hot \ho Drollhor Juk roquao'-4 \ho llwioo lull: Ool'})O.,.. 
Uoa, llu'iCib oa ~rU ~ \o -.loo \hoa o \o1ecn;ab1o 
ottor of orouaA .Dv.hh Jloriu )00, 000 (lottor4aa) 
-tao\ •oo\lM 4olloro *leh viU \o r•ltto4 \o 70'1• • 

Tov. ~ \1 1.a\lroote4 1a pv.,.lDC tho •U•r 
troo \ho pola\ of now ot oo\Uo .. a\ tor ooeuplo4 tor­
rltol'T ourroaoy botac IlOilo 1a ..._, oro pro111110bl¥ u. 8, 
4ollaro, 

Mr. l. v. PWU.e, 
e/o Xro, fOTlor, 
u.s. !ro0ftl'7 J)op&n ..... 
l'orolp JuAo Ooatro1, 
1610 ,..,.. loe4, •• w •• 
Wa&lDCtoa, :D, C, 

IIV.t.aBI 

Tour• •l.D.oereJ.T, 

(811U4) B, W • .ADliUlll 

1.31. 
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DIPAll!lllll'l or 1'1'.A1'1 

YAIIBIIO!OII 

!he Seore\U)' ot S\a\e preooDh h1o co.plS.Oah to the 

HoDorablo the Saore\U)' ot \ .he !Ha&111'7 u4 \rauaih herewith 

a -rfoll4• lett YUh thio Dep&M•Dt l17 \he JriUoh .llaoq 

at 1/r.ah~OD Wider 4ato of .Al>rll 25, 1942 CODOerDlDC tho 

all aced purchooa ct dollar billa 1a 8w1 harland 'b7 tho ~lrtoh 

K-r...s-, 4ata4 
Apr1l 25, 1!jll2. 

Ocpyolco5/5/42 
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fh lll'U1oh ao .. ..._nt recent~ reoe1Te4 WoraUon that t~ 
!ar;.loh Oo"n.nt had been ~II& 4oUer bUle ill SvU .. rlell4 llll4 
ehlppllll tbea to .ADJ<.ra b7 D1pl-Uo Jooc, tbu pro'l'141!11 a cballllel for 
l'l'aoloD, b7 a bl- co'CIIlt>7, of General lt\111111 6A of tbe 1!D1te4 
"at .. l'r•••llll Orcler &D4 of the llrlthh ao ... ..-.. t t. control• -.ler 
tbe 1- CurreDC7 BeC'I].atlou, b7 vhloh OQl'l'tllC7 (110ne7 or oecurl.Ueo 
ao 4et1u4 ill tbe BeCQl&Uou) ill t ruolt throlllh llr1Uoh terrltorr 11 
lloble t o aohure llll4 forfeiture Ulll• .. the OWDer cu pro" tre..toa 
tro. '"'87 taillt. J. c0p7 of t~ .. lleCQl&UODe h aUache4. 

!hlo chaDilel V01114, of couroe, be Open to UIT co111ltrr, 11lclu41~~e 

Oll'87 terr1tor1oo, v~re the 'rurke •1cbt be willlllc to bU7, &ll4 it could 
oorloua~ preJudice the ,....,..., tU:en b7 tbe UDltecl St ateo Gon..-..t 
an4 the Brltllh Oo"'ruent to pr ... ent c11opooal of CQl'rtll07 1D which there 
h l1lte~ to be eu-r 1Dtereot, llll4 to 4eotror tbe url<ot for a1lDh our­
rtDC7 In :EurOpe. 

!be lllnhtrr of koll0a1o Warfare hat therefore 4ec1cle4 thot 
the pher of oe1n:re llll4er the J:llfll7 OurrellC7 lle&Vl&Uono will be oppl1e4 
h OQl'rtn07 llll4 oeour1Ueo COilo1&De4 fr08 1'1>rke7 oe 1t h alreacl7 opplle4 
to COUICDMDh fr08 lurOpeU CO'IIIltrleo, !he llr1Uoh a-.oaclor at 
obkara hat co-..Icate4 thle 4ec1o1ou to the 'rurldoh Oo'l'eJ'IIMut &ll4 the 
-'hr hat been 41aC'CLOoe4 aloe with the Central llaDio: who he'l't ben re­
tt"•nte4 tor their pan to cl.loOouriiC' fQl'ldoh uUouale fr08 enpeSDC ill 
t blo trattio. 

It h bellne4 that 1t the ltnUecl Stateo aboeoa4or ill.ADJ<.ra 
were to ..n repreoeDtau .... to t he !Uitloh Oo ... ..-.. t &ll4 If ueceoaarr 
to the CeDtral llaDio: req'llutlllc thea to take nob o\opo ao tht7 CaD to 
wpprua thle trattlo Ia ourre1107 throiiF !ul'lce7, oQCh repreoentaUoao 
vo11lcl ha'I'O oono1clerable efteet. Billoe the 4eole1oa ot the MiD.letrr of 
ioODCD.Ic Warfare aa4 the repreollltaUoao alree47 u4e b7 the llr1Uoh 
.&.baoowl.or are d1reote4 tovardo obJeoU"o vhloh are •-" to both the 
UD1tod Statoo Oo"ra.tllt aa4 t~ Jrltloh Oo ... rll81D.t, tbe M1a1otr.r hOpeo 
that the UD1te4 stateo M'baooa4or 887 be 1Utnote4 acoordl~. 

llll!ISI! IIOI.to$st, 

'IIASIIIIO'!OJ, D. C. 
25th April, 19~ · 
Cll:Ja.O 
Cf1W:lOI5/5/'142 
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BIUTISH II)ST SIX:B£1' 

(U.S. SIX:Ri:T) 

lnCofW't.ion received up to 7 A.M., 5th Mat, 1942. 

1. li.IDAGIS(AI\ 

A Br1t1sh forco, covered ~ tho &aatorn Floot, co.monced opOrutlon$ at 

dcum thls 1110rnlng with tho'intorma.tion receiVed up to 7 a .m. St.h Mo3. 1942-. Object 

or capturina tho Ntwal Bo.so a t DIEGO SUAREZ in Not-thorn MADAGASCAR. Fir at r eport 

{up t.o J •• ftS f.l. ,m.) in.dicatoe little oppoaltion tmcounWrod. No~~~ l.srger than 

sloopo soon in the harbour. 

2 . !lAVAL 

One or H.M. aubo:ariooa t.or,>Odooc! a S,OOO t.on ohlp on 18th April and 

torP"'k** ancl Milk a 4,500 t.on ship on 19th both orr Eut.om TUNISU. :bi<J, One • • 
s:all pe\.rol thip aunlt b'.f air aet.ion ott A.LLX.ANtmU. l.t.b. Two Dutch st.es:ashlps 

.. ,.. bodll' duocod by alne orr CAPl OOOD HOPE IN< hove urhod at CAPEi'IOWN. 

) , ~!LITAI\X 

BYRM/\, Th~ Japanese are reported t.o Mv• advanced acme tilly :dlos 

north or LASHtO. righting wne still going on in I.IOOn'A on )rd. First Indian 

lnfan~ry BrLso.do hna arrivod nt. PALEL, south or IMPilA.L. 

SQIITII WEST PACIFIC . Australian ond Dutch t.rOOJJO aro 

friiO r Ulu op.;rn\.1on1 against Japanose 1n Tit.lOR. 

I.. AIR OPj;J!ATIOjiS 

r.:sTER!! F!QiT. )rcl/4t.h. 120 t.ons or hlch oxploslve ol>d 1n<:en<llilr1Coo 

RN dropped a t. HAXBURC in cloud;y weather, fina ron.ltAd. Kaapdona of CoesW 

~~d succ•••tully att.ack.S b$rrack4 at. ICRISfiAN~D. Hudaons cla..W to hav& 

:l•~npd two ohlpe of ),500 a.nd 5 ,0CXl t.ott.s off VAAGSO, NORWAY, and oot on fire a 

1,000 t.on v01oe1 oft AKELAHD. JJ R.C. A.r., 10 R.A.A.r. l'l.nd 9 rtew Zoalo:nd slrcra!t 

'""rotod •Hhout loon. 4th . Sl.x Boot.ono ottcckod IIAVRE . About 350 SpHfiros pro-

•dold oocort t\tld. oarr1od out offillnsiv• operat.lotll · Govon on-.r o.1rora.n. wor<~ deo-

··oycd, tw-o probably doetroy.xi and seven da.magod. fll) lost 8 Spit.fir cs (ono pilot. 

~are). 8 ono~ aircraft bombad EASTBOUAHE, d&N&I1na rallway etat1on wher a t r affic 

·eo diolocaWd a.n4 h1t.t1ng a casocacter ca.ua1na en aupplloll to bo cut. off · 

Aircraft. doapat.chod to STU'l"l'GART and olluct.ric&l roct.ory at. FOJFJ\BACK. 120, Skoda 

'Corks PUsan S, UA!f'US 9 , Aol"OciroaU Nort.ho-m F'IWtC! 12, &hlpolnc off IYJQJIDtll 8, 

•eo-elnlnc 8, laafl ... J (I"RA.~CE) 6 . 2 aircro.l't aro ll111lns aod one OYOrduO. Flu 

R.C.A.P. •treraf'l. t.ook pu-t. \.it.bout. loa3. 'tWo w&Yel of 40 and 20 alrcn.tt. croaacd 

tho South Coeat, pr-1nciplll.y over ISLE OF 1t1Ctrr. Ono one.;; &ircra.!t da:.tro)"i3d over 
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~h• urgo~ area nnd J shot dolftl over one111,1 aorodromoa in FRANCK. Twn also ~laimod 

by ,,0 U-oirernrt. 

MALTA. Botween ) .42 p.m. Jrd nnd S.lJ n.m. 4th J7 enemy bombors nt­

~ackod uscortud by righters. Our £ightora destroyed one and nnti-aircrnrt nnothor . 

A third wna diiJllllgod by fighters . 

NEW GUINEA. 2nd. 15 onemy rtghtora 11ttackod aorodrome at PORT l*l~'l'. 

Two dostroyod, ono probably destroyed and t vo dUitiCod by P/.01 s one or which was 

loot. 

5. HillE SECURITY 

4tll/5th. l'lidesproad damage wao done in two attl'cks on com:s, 

two shipyardo, gnsworks , railway atation snd G. P .0 . Casu.\ltios at EXETER Jrd/4th 

• r• roportod to be 76 killed and 64 seriously injured. 
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'lli.Jr: 

o~·re tor : 

~~Jr : 

s~·raker 
•yburn: 

·;. Jr: 

!1: 

~".Jr: 

,.. , 
!!l·:.J r: 

il: 

HJ. Jr: 

R: 

Hr.Jr: 

R: 

H:·:Jr: 

R: 

i'\J r: 

Hello. 

Soeaker F~yburn. 

'lello . Hello . 

l ee , Henry. 

ll.ay 6, 1942 
3 :53 a . m. 

I ho">e you dldn' t ml nd mY callin., you at your 
home. 

so , i ndeed . I called you yeat~rds~ . but you 
na(! ~ust left. 

:136,_. 

I ~now y~u di d . Th~t ' • rlght. Sam, has t here 
be~n any change l n the - that you know or - on 
t he tax b1ll? I r ead 911 rkley gave out a state­
ment. Hello . 

Yee. I don ' t know- wh3t d l (! he (!o? 

Well , he Just talked about Socl•l Securi ty e nd 
thAt eort of thine . I mesn , I didn't know 
whe t her there ' d been ~ ny n••• order s !rom the 
'tlh i te House t hll t I dl(!n ' t know about. 

Hello , Henry . 

Hello. 

No. 

There has not? 

No , not a t all . It vas dlecueaed - talked 
ebout - t he Presl~ent - th• only thing thllt 
~ae •al d about the t ax blll yesterday mor ning 
wae the Preelden t ' e getting very anxious for 
t he 'House Committee to go on Pnd ~o eomethlng . 

And t he Sena te , too. 

Yeah. 
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And it wae Juet- no, there waan' t anything 
eald about Soc181 Seourl ty. It was dlscusssd 
up and down about s ealea tax, an excess ~ro!it• 
tax , and no thing waa agreed on one way or the 
" ther . 

Old they tal k about lowering the exempti ons? 

No. 

They cl idn' t. 

There wasn' t anything t8lked ebout it much, 
Henry, exceot - well, I told you exactly what 
h&ooened. 

Yeah. 

Tne President i~ gettins a little anx ious about 
getting the blll , and tnen somebody r a i sed t he 
OOJestion a bout how much money sn<l so forth, and 
then lt was ta lked about whethe r there'd be a 
sales tax. Tha Pres ident didn't eay any t hing 
abou t being i n rs vor or a aal Pe t ax ... .. 

No. \~ell. . . .. 

•.... or excise tax. He ea i d if h~ was going 
to have either one he ' d x•ather have an t xclee 
ta~ on some luxuries ; but he di dn 't commit hi m­
eel! on anythi ng, and t here ' s no change in the 
s i tuation t hat I know anything about. 

I see . ~ell , how do you t hink the boys f eel 
about l owering t he exem?t i ons? 

I don't know. I haven't discussed it with 
anybody, Henry . You ~ean l ,wer it what , this 
eeven hundred and !i!t7 thing? 

Yeah. 

Oh , hell , I d~n 't know. I- uauelly , they 
think you don't get muoh money . 

Yeah. 'I ell •.. . • 

I thi nk the sa.me thing . 
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Uh huh. 

I haven't di scussed lt, ho~ever , ~lth any 
fellows on the com~lttee, Henry, not o one . 

1.38 

·~ell, but not hing - there wA a nothing crystalll~ed 
yesterday? 

Oh, no . Not s thlng. A moat ~enerol dlscueelon. 

Rlght. I may bP. oom1ng u~ t o see ynu today or 
t omorrow. 

All right, Henry. I'll be glad to see you 
any time. 

Thanlt you. 

All right. 
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HMJr: 

liMr : 

"1-.J r: 

HMJr: 

8 : 

Hl~Jr: 

B: 

"l!Jr : 

8 : 

'!l!Jr: 

B: 

fil(Jr: 

!! : 

'!ee, s ir. 

Now, li eten, Roy. 

Yea. 

May 6, 19~2 
10 :56 a.m. 

139 

I went to draw uo a m!morandum about the thinge 
we were talking about this morning . 

Yett . 

Now, can 't you get a~ay from tha t ~lace long 
enough t o draw m~ u o a ~e~orand~ and come 
do~n h ere? Do Y' U hA ve to be u-, there every 
IIIJ.nute? 

No , I think I can get away. 

Well, you've go t to get away. 

Sur !, I can be t here. 

And helo - what olac~ are you un there? ',;n at 
a r e you doing ? 

·.;e 1 r e in t he - I 1m t alking from a tel ~'lhone 
booth in the Waye and t~eAne - near th~ ·.;ays and 
Heans OotlllDittee room. 

Ye11h. 'iell, you tell - I mean - bu t "hat are 
the Ways and !{eans Comat1 ttee do1ne ? 

Oh , tne7 're worki ng on the ooet-war credit. 

All r i ght . '\ell , then, &ek Paul ••be tile r h~ '11 
oleaee excuee you. Come down and see me, and 
I 'll tell you wha t I want. 

All right. I '11 be right down. 

How long will it t ake you? 

••ell, it takes a 11 ttle time t o get uo there . 
You know as much about tha t as I do. 
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Well , I mean - well, when you come down, oo=e 
dO'"" an<! see me. 

140 

It I can come, I'll come juat r i ght away; I 
won't be delayed, but it'll take a little while 
b-. rore I ... .. 

'Nell, I msWJ tlve m1nuteB either way len ' t go ing 
to- don 't-run or get out or breath. 

Okay. 

All right . 

'bank you. 
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i!li.Jr: 

O?cra tor: 

HMJr: 

"oPro tor: 

i!li.Jr: 

!·n.!Jr: 

A: 

fl~iJr: 

A: 

. .IJ!Jr: 

A: 

Ht:Jr: 

A: 

'IMJr: 

Hello. 

!~ay 6 , 1942 
11:02 a.m. 

1.41. 

:tr. Aoheeon is in with Hr. WellPe. 

Well , you tell him I want to talk to him 
anyway. 

All right. 

Hello . 

Hello. Henry? 

Dean. 

Yes , sir. 

Ray 6 , 1942 
11:04 8 . 1!1 . 

I wanted to tell you thot I di scussed with 
the President this morning the statue or 
American 3osch. Hell o . 

Yee , e1r . 

And he'£ oui te worried about it, and I'm asking 
YOU OffiC ially Ol~8 8e t O bring it t? thP at­
tentiOn or M!". 'lull. Let :1r. 'lull decid~ w!lst 
he wante t o do about 1t. 

Fine . I th~ught tha t you were ge tting ready 
t o take it over. 

We can't te ke it over, bec8u&e y~u fellows esy 
no . 

I waen' t awar e we'd eai~ no. 

Well, I understood tha t you didn 't went us to 
take it over. 
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No , I think not. I had a talk ~lth ?ol~y a 
long time ago, and a sked hlm to ~et me u~ a 
memorandum on Just why. I haven t gotten that 
yet. I then had a talk w1 th a man from the 
Allen Prop~rty Cuetodian'a office and a further 
ta lk with Sumner ·~elles on it, and ••e thought 
that on the bast a of what we knew, we were no t 
going to obJect at All . 

'iell, now, wait a minute. Eel's sitt1 n;; righ t 
here. Do you mind? 

Yeah. 

Do you mind talking t o Eel here? 

No t a t a ll, l~r. Secreta r j. Go ahead. 

Hello , Dean. 

Hello, Ed. 

or course, ·•e wouldn ' t do th' ves ting. The 
vesting would be d~ne by Leo . But I under stood 
that the State Oe~artment hadn't given a clear­
ance on vetting Am~rioAn ~oech. 

''e haven't been asked to , E:c! . 

••ell , I thought thllt ~he ! H us tton was that 
they couldn't vest atoe~ unt l l you said lt 
wa e all righ t . 

No , I think I'm stating t h• correct si tuat lon. 
Some tlme ago I a ekPcl you t ? l,o~ lnto the 
met ter and see Jus t what you wanted - wha t the 
trouble ~as , ~hilt you wsnted t o do. 

Yeah. 

And whether there wae anything abort or vesting 
which would acoom~lleh whn t you wented to do. 

Righ t. 
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!low, I haven't heard trnm y'lu on that. 

:~ ell, in the meantime t he APC h• a been aouoi nted 
and the APC has been given a oooy ot the i nves ti­
gation report. 

Yeeh . 

And I •.u;C.erstood frl)m tAlki ng to Ma rkham 
a oou>,l e of weelta ago that they badn ' t gotten 
a clearance wi th you oeoole. 

They haven't ask~d f or it. The only one they 've 
asked any clearance t or vas on Scherlng, which 
they have gotten. I wrote a letter to hi~ abou~ 
Scherlng . He eald tha t he w8s golng to look 
!urther i nto American Boaoh end voul~ teke that 
uo wlth me, end he's called me this =ornlng . 
I hev~n' t t alked vlth hlm. I au?oose lt'e about 
that. 

I see . I eee. 

On th~ oasl e or ·•ha t I know, I haven't any 
r eason for oopoei ng lt. What I wee hool ng 
that eome•me woulC: do lP to see ••bether they 
real ly wanted to . If tht'y r eally wl'n t to, t<h,y 
ell right , 1t tha t ' s neceeaor y. ·.~e ' re no t going 
t o - we haven't as yet ooooaed lt a t all, and 
I'm sure we won't. 

I see. And lf the Allen Prooarty Custodian 
v~st the stock, there'd be no obJection from 
the State De'lertment. 

No. I think t ha t la right. I would like t o get 
eomet hl ng from him aa]lng why he wants to ve<t 
it and g1ve me a groune on which I can talk t o 
the Swedish !Hni e ter. I nave told the Swedlsh 
lU nls t er thAt I 'lli U oommunlos t e "'lth him and 
glve him a chance t o aey nnythl ng be wants t o 
to me oef~re anythinG i t d?ne . 

Yeah. 

And oass tha t ~long . I don ' t think he can eay 
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snyttlng the t makes any dtrrerence. 

·.~ell - y~ah . '1ell , g<:~ l ng beck , Dean, to the 
deye when t he o~mmlttee wae ooerstlng and we 
"er e ••orklng closely on thl e thlne; . 

'i eo h . 

I a lways underst~od thAt th,re wee e oer sonal 
ur.cl erFtand1ng be tween ue , .ond I thou.:zht that 
the t r:o'" ·•a e the el tus tlon l n eo tar-ae th• 
APC 1 ~ concer oed.. . . . • 

:t ea:t . 

. .... t~t :tothlng w~uld be done 1n e~ t er ss 
v~st1nJ Eo- called Swedl@h 1nt~res te, even th~ugh 
~e tnou;ht they wer~ ectun1ly Ger~sn , wlth~ut 

cone 1l. tln¢ t hE' Sta v D!~Artnent ..... 

..... rnn Ge ttlnb e cle~ ranoe rro~ the Stete 
De?~rtment fl r e t. 

'ieF. And U? t o tnl F m~men~. e~ fe r es I know, 
nob>dy hes aeked u~ anythln~ About veet1ng 
Amertc•n B~ sch. 

3u t ~e &e~t thE' c~?Y ) f our l nve,tlgs tlon rp?ort 
to you. 

1ou s •nt a c~~y ~r 1t t? ~8 , ~nd I'v~ read 1t 
Anl5 w::»:rked ')!'l 1t. '10~ , l t t'le ")rC')Oea l on tht 
bnsle or that t o veet !t? 'ho,cy h8s t ole! "e 
ths t y~u heve no•· concluded to v~• t lt. 

'.ell , 1 t wo Jlc!n ' t bP )llrP•l v~•. I t >'?'.lld be 
t~e APC, e1d WE' turned t~e rpoort over t? the 
APC; a nd when I talk~d ..,lth l•.ar&hMI l a et eb:.u t 
America n 3?eoh, h• tol d m~ th? t h~ wRsn ' t cleAr 
d th you fello·~e . And go1ns back to the ~er .. 
POMl understsn~lng t hat w~ hM , i n S" f 9r ae 
Swedi sh - so- cAll•d Swedleh l nteres tP a r e con­
cer ned I understood that nothing would be 
done o~ that untll lt woe SAtisfactory t o you 
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and you'd had your tal k with t he Swedish 
)liniAter. 

Tha t ts right. The - well, we ' re eaying 
exactly the same thing t o one enother. He 
has not asked me whether there i s any ob­
Jection t o clear- t o taking it over. 

I see. 

And be tol~ me that he was l ooking into the 
t ning and had no t made u? his own mind whether 
he wanted to take it over. 

I see. 

::ow, es I eay, he hae b•e:n teleohoning me 
through Tucker t~1s morning, and I think 
Tucker ie coming over here t o talk about lt. 

I see. 

And I ehall be delieh t ed to talk with hlm about 
lt, and lf the situation i s oe it aooears in 
the reoort and ae I t hink it i s , I t hink thot 
there ' s no obJection to it. The Swedes , of 
course, ineiet that t he r e is no strings on 
the stock. I've t ol d them that we Just can ' t 
go into that. That's a matt Pr for further 
cor.e i dereti on efter action i ! taken. 

'llell , the Secretary w11nt1 t ? ta lk to you again , 
Dean. Just a minute. 

Dean. 

Yeah. 

I've seen the stuff tha t you sent acres£ there, 
and the - y<:>ur - our !Hnieter of Sweden inter­
viewed the Foreign ~inieter and all the r •e t 
of the sturt. 

Yes . 

And you've bad the reoort t or s ix months - six 
weeks or thereabouts, and I don 't see ~hy we 
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always have to be in the ~eition we lay 
the facts before you - that we have to be 
in the ooeit1on ot always ouahing you. I 
thought that you went in thtre to ou9h the 
Germane a round, and ..•.. 

1.4.6 

Well, Henry, nobody has to be in a ooeition 
ot puehing us. I was Just saying to Ed that 
what I received eo fer is what aooears on 
ita face to be a oreliminary reoort, and 
nobody has told me - no one at all hee said 
the t el t-'ler you or the Alitn Pror.>erty Custod18n 
ere now r eedy to take it over. Tbe moment 
that anyone aeke me tha t , we'll clear it in 
twenty-four hours; b~t I haven't - it baen't 
been brougnt uo to me. 

Yeah, out here you've 30t thl a re0ort. This 
i s out or my hands now, too; but here's A~ericen 
Bo sch making magnetos and - ror el~lanee - and 
stuff tor submarines - vital atutr. I ee w the 
reoort end you sew the reoort. I mean, why 
couldnlt the State Deoartment toke the initia tive 
and say, "This i s a bad s itua tion? >e ••ant you 
to take 1 t over." 

(Laughe) Well , now . .... 

I mean, why do we al..,e.ys have to go and say , 
af ter having given you this reoort and the 
situation with these oeoole , as fe r as I'm 
concerned, I think it's terrible. I cean, I 
don 't see vhy the Treasury always has t o be 
r.>ut in the ~eition ot taking affirmative 
action. 

Well, Henry, I suoooeed tha t lt wa s t~e Job 
of the Alien Pr~oerty Cuetodien t o take thlnge 
over. 

Yeah. 

No'<, meybe it's my j ob. It it le, I'll do it: 
but I hadn ' t thought l t wee. 

••ell, I Just - I just - And you say you 're wa1t1ng, 
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bu t here ' s the thin$ in your lao . 

But lt isn't ln my lap. That's what I'm 
trying t o find out. 

·.~ell, the re"Oort 1 8. I t ' a been there for 
over a month t o s ix weeke. 

1.47 

·~ell, 1 t ' s been given to me, it' e been given 
t o you, end I auoooae it ' s been given to the 
Al l en Prooerty Cust Jd lan. 

Yes h. 

Now, if they a r e r eady to act , why we are 
reedy to act, sur ely; and ae I told Poley, 
the f ellow has called me thia morning, s od 
I pr esume t hat' s what lt'e about . 

Yeah. i<ell, anyway, the our,oee or my call 
l e - I talked t o the Pr esi dent and I wanted 
l~r. Hull to know 1t an~ I wanted l1r. Hull to 
take a look at it hi mself. 

Fine. 

And the whol e th ing wAs a mat ter of courtesy 
to ll. r. Hull. 

Fine . 

A:1d to you. 

~ell, first rate , Henry; and ve will act on 
lt. :low, if we've been re:n1u , I'o terribly 
sorry . 

~ell , I don't know. It'e Just my oereonel 
reeling . I go t lots or things here , but when 
lt seems t o me tha t the Germans may be getting 
away- I don 't- with somethi ng , I don't ca re 
whether it ' s my reaoons lblll ty or not; I just 
go to lt, a nd I know y~u ' re the same klnd or 
a fellow . 

Well, 1 111 go t o it. 
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rc.Jr: Okay. 

A: All r i ght. 

H!!Jr : Thank y ou. 
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Rello. 

Mr. Crowley. 

Hello. 

Hello. 

Leo. 

Yee. 

:.Cay 6, 1942 
ll:l8 a.m. 

I - thia .is Henry Morgentbau. 

Yea. 
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I just wanted to tell you that I wee over 
with the President today on general business , 
and I brought up the oueati on or the reoort 
on American Boaoh. · 

Yeah. 

And he seemed to be quite worried about it, 
and I called up Dean Aoheeon an~ t ol d him 
please to bring it t o the oereonal at t ention 
ot the President - ot Hull. 

Yeah. 

~ch he aa i d he woul~. He also said that if 
he had a reouea t t or vesting, that he ' d act 
i n twenty-tour houra. 

'iell , we 1 ve got the reoueet all ready tor him, 
and it'll be over the r e t~day or t omorrow. 

I aee. 

He- Dean ween't quite sold on the t hing, and 
we had to go into a l ot ot atutr with your 
boya in order t o build our case, beoaueo he 
wee a little bit r eluctant, I t hink, to go 
aheAd with ue on the thing . 
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Well ..... 

But our fellove nov heve the thing eo that 
it'll be over there today or tomorrow. 

Good. 

Hov are you? 

I'm all right. 

Are you working &8 hard ea evert 

HArder. 

Herder. llov, what ebout this Prench propo-
81 t1on. '1111 we both have to move in on the t 
thing pretty soon, do you think? 

I don't know what you mean. 

On this - t hat they break vlth the Vichy 
government? 

Well, I don ' t know as we .•.. . 

You 've got all of the tunde tied uo all rlght, 
haven't you? 

Oh, yes. 

So t hat unless there- I don't suppose there's 
very much ot any i ndustr y i n this country be­
l onging to France. 

I doubt it. 

Yeah. 

The eooner you teke a l ook at the auggee tion 
which I made on clearing up t his Executive 
Order, why the better 1t would be tor both 
ot us. 

'Nell , I'l l do lt Jus t as quick a e I can. I've 
been trying to le~rn something about this damn 
thing. 
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Well , I t hi nk we aent i t over ..••• 

I oan - it came over here yeeterday. 

Oh, I think you muat have had it at least a 
week. 
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Well. I di dn't eee it until yesterday . or~ 
course, Mr . Markham waa away. Ria mo ther -­
died, and he had t o go home for a f ew daya, 
end he Jue t got back y•at erday. 

I think ,you 1ll find out th&t it come over ls~t 
week. 

Yeah. Well, I 'll cheok into 1t . 

HMJr: But I think the au1cker th&t- well, 1t 1en't 
Juat for me. It'e- your - it'a to get the 
whole thing straight ened out. 

C: 

HMJr: 

I'll look 1nto i t . All right. 

Okay. 
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Hello. 

Mr. Nelson. 

Hello. 

l'ay 6, 19~2 
ll: 23 a.m. 

Hello, sir. How a r e you? 

Fine, how are you? 

Fine, thank you • 

Well, I think I can mention the man's name, 
but I'~~ - on th i s question - something 
abou t Batt - hello. 

Yea. Yea. 

I would llke to have t itteen minutes with 
you alone. I wondered 1t you ooul d allow 
tlme to say - t o stay attar lunch t~morrow? 

Yea, certainly . 

I mean, so that you'd know t h8t we had that . 

All right, 1'1ne . 

And I'll have a memorandum a t ths t t i me. 

All rlgbt, air. 1 1 ~1 be delighted to do 1t. 

Would that be as go~d a time as any? 

I think that 111 be aa good as any. 

I thank you. 

All right, sir . 

Good-bye. 

Good-bye. 
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KAY 6, 1942 

I called up Clif Mack this morning, and asked him 

to go over to see Donald Nelson to tind out whether Nelson 

knew the amount of steel we were getting and storing be­

cause we can ' t get the ships, 

Lest night at the Russian l!mbess)', L1tv1nov told me 

that the)' are onl)' going to get tive ships tor Ka)', and 

twelve tor the Persian Gulf . He is terribl)' blue, and 

says the trouble is the English will not furnish the 

convoys , He blames thi s on the Australians, whom be 

thinks have bean working on us, The English have been 

sending mor e to Australia, which means less tor Russia, 

He saya the President tried to get the English to turnish 

more convoys, but be bas not been successful , 
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-oc:IIWWNT DN .... 

-., 8, 1N2 

IIDdlliDUII 'fO m SICRI'Wl!a 

I laan aa appolat:.at to 100 Jfr. lola• at 

10:15 All ta.onow. 'fo4q w laan bon oo,opontillc 

with 1PB to aotoralao IOloot11itr of lt ... pmr­

OUIM for tho lllluhu wbioh OIA bo trauport.a 

with tho 1Wto4 llhlpplJIC a'ftllablo, ad tho Dttor 

h bobc ozpoatt.a all pou1b1o. Tho lblul•• laan 

bon roqaoat.a to proliio a prlorlt.f. liat 10 that 

aarao.., be forwrtoa aoooriiiiC to tho ••t vent 

llOM. 

I will ai1i10 JOil u to tho talk witllllr. 

Jolin upOil .., robn t-row Mnillc · 
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TREASURY DEPARTMENT 

WASHINQ'I'Ofl 

-·· lNI 

Kl!IOUIIMil !0 m sJCUU.KY: 

11 7011 bnl tllere h praotioalb 110 teolml­
oal Uaboa '117 .&Mr oau in lba11ia, 'llhioh ai&)lt prne 
to 'be a Ye~ 1ari0111 k~Daioap for the ao1t effeotiYe 
aili tU7 eella'blntioa. It ilwl4 'be of ~nnble 
nlae to ~iateb 1., tllot roaa work to uea.pliu 
thh P'I"P"' poui\17 thHilc oaoo11oln etqe1 . C..­
••h fr• the lba11ian P"P 4eal1DC with •• Iaahate 
that thq han the at11111t efttibnoe ill 7ft ..a aeom-
111117 Wftl4 'be 1101'1 PIOeptin to a 11111CIItl01l fr• 7ft 
ooaoeniac teohaieal Uahn t11D h• other1 .U. tlaq 
4o ut bOw &I well. 

I • ftl'e W1 h 1-thiac that 7• han cina 
thoucllt te, llat it ha1 ben eoa1tat17 oa., tiM 'be­
onle ef the ezt•- t..pertaaoe of elMo oolla'bontift 
with la11i& Wbere\7 111.1' toohaieal people woall 'be por­
aittel to illtora th .. elnl of tllot dtutln 1a that 
c-t~ with the oliJeotin tf pnn41ac the IIOit Wp. 
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I called Grace Tully and told h~r that this morning 
I had recommended to the President that we lower the 
exemption and thereby gain $100, 000,000 in revenue and 
that I had also told the President I proposed to aAd this 
amount on the top of his !~10221000 ,000 recot111endation1 
m&king & total of $8,000,uuu,uuu plus. I told Yiss TUlly 
that I wanted to be a thousand per cent sure he understood 
that. She said she would try to get to the President bf 
one o' clock and would call me back. She said that she 
would have to do it before one o'clock because she was 
going to leave then to have her hair fixed. I aaid1 "For 
the Peruvians?" and she said, "No, for Grace Tully. 

Kay 6, 1942 

12:50 p.m. 

Grace Tully just called me back and told me the Presi­
dent said it was okay to make the total $8,000, 000,000 plus, 
but to add to that the $2,000 000, 000 tor social security. 
I said that I had already inciuded social security in my 
reoJIQJendation. 

When Roy Blough was in t o see me about ten minutes ago, 
he did not have the plug for social security in, but I told 
him to put it in. 
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bo ro4:1loo4 •• t6oo tor alaclo poraoaa, t1,200 for Ul'rlo4 

ooaploa, u4 tJOO for MOll ......,...,,, 

tho rn•u u4or tl>o propooo4 rr_.-,. oobMulo proo•to4 .. 

!Carob 3 'r tl,lOO lllllioa. Ot t bio _, approlli-tolT ~~~ 

t lOO alllloa ....W.d \~ pa1,4 "of ..., \allpa,roro brollCM 111 tbroncb 

t ho roduoU oa b tbo uo.pUono vbllo tho rtll&111dor would bo 
• 

abo'ro tbo porooaal -.ptloa. 
' . 

!blo 41otriwU• ot tbo .U1Uoaal -- rill bo 1a 

porooaal o~Uoa 1~1 ooatrlnto to tl>o 4--.4 tor po4a, 

' 
of oovoo • .....-..r, lt h .. alr-'1• to proteot tb• .plaoa­, 

Regraded Unclassified



-'-
,r .. , a ra«uu .. U \lloi.r a\oo~Nar4 ot 11"'--, ---~---.. ....,. ·~·· 

na pod• \lltr .... ,_, 1a --al \o be loaa ta , ... "817 

ooaroo oa~w \llaa ta \be oaao ot poroeao wtill ltJ.cl>er 

l ooo•"· 

aator \llo propoaalo -· oa llarela :J to abowa 111 \be aUuhot 

I 

160 

porooa wHh .750 ot u\ 111- """"' pq ao \az u4or \be llarch 3 

propoaal h\ w011lt M • 

porooa wl\h . 1,000 '-• pqo • 21 uter \bo pro ... \ w, woal4 

wt\11\be 

1114 • wt\11 \be redlaeUoa ta \be porooaal ••IIPU••• 
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8tateaent ot leoretarJ Morgentbau 
betore tbe 

VaJI aD4 Keane Co-i ttee 
ot the 

Bou11 ot bpreeentatine, 
.., ' 1942 

When I appeared betore Jour co .. ittee on Maroh 3, 

the eetimated budget expenditure• tor tne tieoal Jear 

1943 totalled t 59 billion. Thia tigure wae baaed on 

a war prograa ot tl42 billion. 8inoe tbat tiJie the 

war prograa bae inoreaeed tl9 billion to 1161 billion. 

In the reYieed budget eetiaatee aade publ1o on April 24, 

the eet1aated expenditure• ror the t1eoal rear 1943 

hed r1een tl4 billion to 173 billion, or more than 

2C percent. 

~•e 1noreaeee will enlarge eubetant1allJ the 

problea ot tinano1ng the OoYernaent and will 1noreaee 

the uounta aYa1lable tor expend.1ture 1n the hande or 

1nd1Y1duale and oorporatione. 

In the light or our TaetlJ inoreaeed oo .. 1taenta, 

I auggeat to the Congreu tbat the tax prograa be 

enlarged. In 11 atateaent ot Karch 3 I euggeated a 

tax progru to ni•• aore than t 7 billion, •• •the 

nr;r leaat tbat the Aaer1oan people oan atrord to 

proTide at th1e orit1oal tiae.• !odai th-t 1 YirJ leaet• 
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.oS liM" all 3 baa beco• too 11 tUe. I nov auageat an 

inoreaae or at leaat ll billion to a nav total ot 

more than IS billion. Tbeee are abaolutal7 min1aua 

t1gurea and 1n a1 opinion t he Oongrua would do vell 

to oona1der raia1ng eTen acre than th1a a.ount. 

I reooamend that tn1e addi tional reTenue be 

raised b7 reducing the pereonal exeapt1ona under the 

in41T1dual 1nooae tax to 1600 tor atngle peraona, 

$1, 200 tor aarr1ed oouplea, and 1300 tor each dependent . 

Th1e deoreaee in peraonal exeapt1ona vill create 

6,900,000 new taxpaJere and 1noreaee the reTenue 11eld 

ot the indiTidual inooae tax under tne Treaeury aohedule 

preeented on Karch 3 b7 approxiaatalJ 11,100 a1111on. 

Ot tn1a uount onl1 about $100 aill1qn vould be paid 

by nev taxpqera theaeelna vbJ.le the re-in4er would 

be paid b7 peraone alre&dJ auojaot to tax. The bulk 

ot t ne inoreaea would be paid b7 taxp&Jera now in the 

b~aoketa abortlJ &boTe the peraonal axeapt1on, on wnoa, 

Deoauae ot the exeapt1ona, the tax nov oonat1tutee a 

very amall proportion ot 1ncoaa. 

In the Prea1dent1'e Meeeage to Oongraae or April 27 

he urged pro11pt paaaage ot a tax bill. I ahould like 

to repeat the Pree1dent ' • plea with all the aaphaa1a at 
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11y oo111111and. her:r da.:r or dela:r 1n getting the new 

tax program into operation ia a day loat in our tight 

to oheok the riaing ooat or liYing and to tinanoe the 

w1nn1ng ot the war. 

I anould like to repeat the Yiew expraaead 1n 

my ll&roh 3 atatement that in aooord&nce with the 

Preaidant ' a Budget Meaaage t he Sooial Bacurity prograa 

abould be expanded both ae to oonrage and &a to pro­

teot1on and that taxaa tor th1a purpoae ahould be 

1noreaaed b:r approx1aatel:r $2 billion a year. l While 

Social Beouri t:r the tax progru batora 

you, oh&ngea or 

1n mind in 

Comaittee will prooeed 

de 1nd1oatad ahould be kept 

tax program) I hope the 

aa aoon aa poaeibla attar 

completing a tax bill to a oonaidaration or ohangea 

1n the Sooial Seourit:r law. 

1.67 

Regraded Unclassified



I 

.., ··-
"-.::! 
., ....... '-a. ••• 

I • •"'• , .. •••"~ a Hrf ef a letU. .WU I Mw 
.l ....... •l~,.. ... Qal,.. 
O.Vpt.. 

•• •••Jr • 

.... Walter'· a... ... 
UalW stat. S••'-• 
lulllllr'•· lo c. 

Pl/ock 

188 • 

Regraded Unclassified



c 
0 
p 
'[ 

The Secretary of the Treasury 
·~ashington 

May 6, 19~2 

My deer Mr. Chairman: 

I have been r econsideri ng cer~a1n aspects of the 
tax program 1n the l i ght of our const antly i ncreasi ng 
war expendi t ures . In my opi ni on, the time has now come 
t o rev lee the program presented to the Commi ttee on 
March Jrd by lowering the proposed ~rsonal exemptions 
under the individual i ncome tax to $6CO for single 
persona, $1,200 for married couples, and ~300 for each 
dcpen<>ent , 

:169 

Thi s would produce additional revenue of aporoximately 
Sl,lOO,OOO,OOO , of which $100 ,000 ,000 would come f rom 
6, 900 ,000 new t a xcayers . Such an increase in revenue 
would , of cour se, be in addition to the $7 , 60o ,ooo ,ooo 
in new r eve nue proposed on March Jrd, which I then des­
cribed e. a "the very least t he t the American people can 
afford to provide a t this cri t ical t i me . • It would bring 
the total ad6 i t1onal revenue of the tax program t o 
$~.700,000,000 , 

I should llke also to emphssi~o the need of exoanding 
the social security pr ogram and or 1ncreaa1ng taxes for 
th18 purpose by apo.roximately $2, 000,000 ,000 a year . 
I hope the Committee will proceed ea soon as possible 
after completing a tax bill to a considerati on of changes 
1n the social security law. 

Hon. Robert L, Doughton, 
House of Represent atives 
Washington, D. c. 

Si ncerely, 
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OsmbH: 

HNJr: 

0: 

!l!:Jr: 

G: 

H'.Jr: 

0: 

'C1Jr: 

G: 

:l:!Jr: 

0: 

'!Y.Jr: 

0 : 

l!I!Jr: 

Yes, eir. 

Two thlnge I wieh you ' d get after Houghteling 
on. 

Yee, eir. 

One, I as yet haven 't heard vhst uae we 're 
going t o make or thl s orrer or A. F. or L. 
and C. I. 0., to uae their organitere to heln 
ue wi th tneir own ~eo~le ..... 

Y~ s. 

..... on t he payr oll allotment nlan. 

I ea. 

Now that thing has been dragging lts r eet. 
That ' e nwnber one. 

1?0 

Number two , we've got to do more with the Negroes. 
Nov, I read ln the weekly reoort that they had a 
big o&rade down at Richmond, see. 

Yes. 

~e ought to have a hundred or those. 

We had a meeting - thls mor ni ng 's paper told or 
a meeting yesterday l n Georgia, ~h•re every county 
launched 1ts colored orogram. 

'<f'll, we've got to do more. The Negro e1tuat1on 
1n this country, I've learned from various sour•ef , 
i e very touchy. 

Yes. 

And it's like a stick of dynamite. Now, i! we 
oan give the Negroes a ohsncc to demonetrete and 
blow ott t or War Bonde , they won 't be demonstrating 
agains t thi s country, end there' s e euap1oion that 
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thia - all thi s Negro t r ouble, th&t maybe the 
Jaosneee ar e behind i t. 

They're stirring 1t uo , yee. 

Now, you , ! rom the ••est Coe et , srti par ticularl y 
interested i n this thing. 

Iea, eir. 

1.?1 

And I' d l ike t o hAve - and give t heee oeool e an 
outlet to have ~ublic meetings and oarades every­
where; and it he hasn ' t sot enough help, let ' a 
g-.t him help. 

Fine. Well, I'll oheok into it. 

I want to take the lid ott, end l e t' e have !legro 
oarades and slnga and demon~trations , end let the 
Negroes go to town. 

Fine. 

But he's go t to do 1t very quiokly , because it ' s 
scheduled - this le - on June 16 at l·ladlson Snuor e 
Garden is scheduled A big meeting , all - and then 
there'll be simi lar onee all over the country, 
and then my informant tells me a march or a 
hundred thousand on ·~oehington - Negroes. 

Yes . 

Now, tble i an't something we can t ool around wi th . 
We've got to move. 

I 'll gi ve you s reoort on it in full t omorrow, 
elr. 

And I want to do mY pert. It they - I think that 
given a chance, the Negroes are Just aa ?Striotic 
a a anybody. 

I thi nk t hat ' e true . 

And i t they have a chance t or parades, and a 
chance t o blow ott - and particularly i n cent ers 
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l i ke New York end Chi cago. Now you know I 
euggested a a t ng whi ch Negroee could com~ t o 
tully two months ago. 

Yea. 

1?2 

And we don 't get anywhere , a nd I aooke t o Gr aves 
and everybodY, and they keeo promising me. Now, 
wher e I - the South ia impor t ant , but it ' • the 
bi g industrial centers where the Negroes are. 

Yea. I think we have it well under oontrol in 
the areas wh~re the re are great numbers or the»; 
but where they're isolated and ••.•. 

No , I'm- the trouble' s going to come, I tblnk, 
trom New York end Chicago. 

Well, tha t's what I mean, air. I meant in the 
South, where they underata~d the Negro probl em, 
I think i t's wel l under control. 

ThDt ' e all right ; but I begged, implored, cajoled, 
and I ' m not goi ng to do it any more, and tell 
Houghtelin~ he ' e got to go to town on this , end 
it he hasn t got the people, we ' ve Just go t to 
ge t them. 

Fine. Well , I' l l give you a r eport in writing 
on it tomorrow. 

Tb1s llegro thing 18 eerioue. 

Yea. 

And - ae I eay, t or over two aontbe I've been 
&eking t or it, and I get nowhere. 

Well , th1e 1s the Action Denertment. 

Pardon. 

I eay thi s i s the Action Department. 

Thst'a why I 'm calling you, and I don ' t - I 
hes i ta t ed to call you, beoauaa I hate to oile 
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- ~ -
ao much on ;you. 

That' E all right, perfectly all right. 

3ut aomebody 'e got t o pu t oome turoentlne under 
Houghteling'e tell . 

•.iell , I'm the fellow to clo 1t. I'll give you a 
r eport on it 1n writing tomorrow. 

On both. 

Pine. ~le I have you on the ~hone, I'd like 
to give you a l ittle good nswe . 

I ca:1 s t and 1 t. 

Mr. Rose called i n ;reaterclsy from Delavare. 

Rosa? 

Don Rose , our Adm1n1atretor 1n Delaware. 

Ye&h. 

Anu he'e one of t he DuPont people. He has entree 
to all the banks t here. He had e r eoort from ell 
or hie banks in Wilming ton , with one exception ­
Just one bank thAt he didn't heve 1n thle re?Ort. 
The t1ret three days of lwy .... . 

Yeah. 

.. .. . t hey had cloubled the tlr• t three days or 
Aorll ee lee 1n the1 r bank e. 

'londerful . 

And I thought you woulcl like to knov that. 

You mean the firs t thr ee days ....• 

The tlret three business d&ya ? ! may were double 
the first t hree bua lneea d~YA or April. 

That's wonderful. 
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How, you eee, we won't get that kind ot 
reoorting on our - on your etatietloa tor 
several daya yet . 

No. 

And 1 tnought you'd l ike to know that. 

Good. Now, let me aak you now, 11 Tlekton 
eendlng out some more telegrame? 

There's two hundred and eighty-three or them 
1n that list, and three t o five thousand that 
go out tomorrow. 

Two elghty three. 

Two hundred and eighty-three. That may be not 
the exact figure. 

No, no. 

There's two hundred and elghty-odd. 

But thD t took care or ..... 

Everything down to three thousand. 

Well , that'll be Thuraday, What? 

That will be tomorrow evening thoee will go 
out. They could go ou t to4ay, exceoting that 
we must clear t~ese record• on the8e tour 
hundred and elgbty- odd that are in here nov. 

That's two hundred and eighty-three? 

Yea, air. 

174 

And then let hlm go to work - I would then let 
hlm go to work on the next lot between two and 
three thousand. 

All rlght, slr. 

And we could do that early next week. 
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Yee, air. 

See? 

Yea, ai r. 

- 6 -

When he's got thet clear, let hi m go on trom 
two to three thouaand. 

Yea. 

So that could go out early next weak. 

175 

Mr. Graves wired in trom llew York yesterday. 
Apparently h1e reaction to theae telegrams has 
been eo good - we t old him about them - and 
apparently the boys in New York knew something 
ebout them, end he auggeated that we ask you 
about your reaction t o aend1ng them to every 
tirm over tive hundred, ·not knowing that you in 
the meantime had decided to do it. 

'tlell , I don't think we can do it any teeter than 
we have. 

l'lo, we can not, intelligently, air. 

So it you do these thia week, then I would dr9p -
now, when you go to two thousand, you moat l ikely 
will get tive hundred more. 

'nlat 'a correct. 

And then when you ge t thoae done - in other 
words , I tell you th1s. I would send them 
out now ae ra~idly aa you cen down to a thousand. 

Aa ve can intelligentlY aarvioe them. 

As you could intelligently aervioa them, but 
there's no use sending them out taster than 
you can service them. 

Yea. 

Down t o a thouaand. 
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Fine. Nov, can I read 1ou a telegram? 

Pardon? 

Can I read you another telegram? 

Walt a mi nu•e. The White Houee 1a calling. 

All right, air. 

Just hold the wire. 

Fine. 

Hello. 

Opera tor. 

OilS he hang u»? 

No , I <1on't t hink eo. 

No. Bello. 

Here he 1e. 

Hello. Yes. 

There was a particularly good wire tha t I 
wanted you to hear ....• 

Yet. 

..... that haa juet come in trom one ot these 
tive thousand tirma. It aa7a, •The Drive 
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tor the O&Jroll savings olan tor the ourchaae 
ot liar Savings Bonde waa atarted at eleven A . !~ . 
April the fourteenth. Every employee on the 
payroll signed tor a regular weekly deduction 
before eleven A.U. A" rH the tlrteenth.' 

Well. 

That ' s twenty-tour hours. 

•we believe this to be a nAtl onel record tor 
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a plan or thle eize.• 

Yeeh. 

1.77 

And here ' s the 1moor t ant oart or 1t. "The per 
capi te eubscrl otion 1e now $16.40 per month, 
sncl represents 9.46 per cent or the gross pay­
roll. • 

Row much? 

Nine f orty-six. 

'l ondertul! 

It sara, 0 We Wlll continue the ertorts to 1n­
oreaee the percentage oer 1nd1v1dual, but feel 
that present results ere relatively eatlsfactory. 
We wlll await r our instructions. The Twin Cittes 
Ordnance Plant, Federal Certrldge Cornoret1on.• 

Oh, grand. 

Isn't that an excellent wire? 

Ths t ' s a pl p . 

'well, the ones that have oome in since you have 
read them are equally aa encouraging 1! not 
more ao than the early onea. 

And I want to know vltbln a reaeonable tlme vho 
doesn't answer me. 

Well, rou' 11 have that. 'lie baYe eet uo a ersteill, 
Mr. Secretary, so ..,. can not only tell 70u that, 
bu t we can keep a running oorreeoondenoe wlth 
every heed o f every one o f these corporations 
in America. 

Okay. 

And we're eta~ng that eo that we can do a good 
Job or servicing. 

And who doesn 't anever me. 
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0: Rl.gh t . 

n~Jr: Right. 

0: All right, s ir, 

>iUJr: Good-bye. 

G: Good-bye . 
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RobPrt 
J)ou~hton: 

!IJ.IJr: 

o: 

Hello. 

All right. 

How are you, Bob? 

May 6, 19~2 
12:55 p.m. 

'II ell, Juet all uo in ~he air, Henry. How 
are you? 

I!J!Jr : Well, I 'm all. .... 

0: Ye're getting along eo elowly down here on 
th1a tax bill. 

HMJr: Yeah. Now, Bob, when are you going t o take 
up the ouestion or pereonal exemotions? 

D: Personal exemptions? 

H!!Jr: 

D: 

HMJr: 

D: 

'!Y.Jr : 

D: 

Yeah. I mean- you know, where the tax •.. . . 

Well , that'll oome in lteelt all under the 
aame heading or personal lnoome, I suppose. 

Yeah. 'tlell , will you reaoh t hat t oday? 

We 're going to have t o take tha t up right 
attar reoees. 

:Ill en? 

At two o 1 clock. 

179 

~Jr : Well , goeh, I've got eomet hlng t or you on 
that. I want to talk t o you arid George ab?ut 
it. We'd- I think we' d kind or like to enange 
our position a littl e bit. 

0: 

HMJr: 

Well , all right. 

You don ' t- I mean the question or either 
keeping them with the exemotione where they 

...... 
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are, or lowering them or anything. You don't 
euppoae you could not touch that until I've 
had a chance to talk to you' 

Oh, I think we could leave that ott , yea. 

'Jell, do you think that - could you •.... 

I think ~e could go on and dlecuea rates and 
dlaouaa it in a general way and heve a general 
d1acuaaion. lie can certainly leav~ ott any 
dec1a1on about it. Ot oouree, bet ore we dis­
cues that much, we ought t o have your viewyoint. 

lieU, could I - could ..... 

Can't you ge t that to, ue through Paul? 

No, I want to do it myaelt, because I've been 
with the President on it, and I want to elt 
wlth you and George t or a taw minutes. 

You don 1 t want to a1 t ln be tore the full com­
mittee? 

Wail, atter you've seen lt, you most l ikely 
will want me. 

How's that? 

I'll be glad t o coma betore the oo~ttee lt 
yo~ wieh me t?. 

Well •..•. 

But I'd like to see you and Senator George, say, 
aometl me between tour and tlve this a!ternoon. 

Uh huh. Well, euopoee you make it five. 

Five o 'clock. 

Would that do? 

That's all right. 

At your ott1oe. 
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At m'f ot't'loe. 

You oall him, and 1 111 get orr in time to 
get there at five o'clock. 

All right . Now . ...• 

1.81 

You call- he'll make the- I'll not call him, 
no , you call him. 

I 111 call hl!ll. 

All r1gbt. 

And at t'ive o'clock at my ot'tioe. 

You won't want Paul there will you? It you 
do, wby we'd better receee the co~lttee or 
let Stem go on, you know. Paul's sitti ng in 
wl th ue, you know, and it you want Paul 1n 
thle conference, why we'd have to adJourn 
a l1 ttle before. 

I'll have t o have Paul. 

Well , we'd better adJourn at - better- euopoee 
you'd let Paul eay that he needed to get away. 
We'd bet t er adJourn at tour t orty-t'ive, then. 

Well, I may need him a little earlier than 
that. 

Well ••.. 

I'm working on a etatement, and I' ll certainly 
want hie advi ce bef ore I ..... 

Wel l, we'll - let'e aee , five o 'clock - well, 
we'll adjourn at tour- thirty, anyhow. 

And you'll be here at five. 

We ' ll be ther e at tlve, and Paul can - he can 
get there i n ten minutes, you know. 

Okay. 
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We'll adJourn at tour-th1rtJ. 

All right. 

And we'll be there at tive o ' olook, and you 
onll Senator George. 

I ' ll do 1t right away. 

Thank you. 

182 
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Hl~Jr: 

Hello . 

Yee , !lr, l.: r. Horg•ntMu. 

lUes Kennedy, how ~>.rP y'lu? 

I ' m r1 nP . 

Ma:r b, 194? 
12:59 1) . !11. 

Look, I Ju~ t talk~~ wlth Congressman Doughton. 

Ye~ , elr. 

An~ I heve a falrly lmoort,nt r•eo~~en1a t1on 
to ~ak• to hi e co1~ltte• , which I olear!d 
~lth thP ?reeldent. 

lea , tlr. 

Now, he ' s co~lng down- h~ - I eold I wentPd 
to see hlm, bu t h! ' a ln committee , an~ h• ee ld 
he could get ~own her e a t flve o ' clock. He 
Aa l d he 1 6 rather come here than have me com~ 
uo on t he Hlll. 

Uh huh. Five o ' ~lock t hle a tt•rn?on. 

Do you euppoee you could deliver your bose? 

1'11 ~o over Bnd ~reo hto in c~ll~~hPn! and 
~ee that he's there. 

At tlv• o ' clock. 

·~h•re do y:>•l ><an t him? 

·~el l , Congresemen Doughten eugge~ted m:r 
otrl ce . 

All right, eir, I'll tell hlm: and I ' m sure 
he ' ll be there , l~r. Morgenth8u. 

But lt that' s not oonv•ni•nt , I'll mck• lt 
convenient to eui t hlm. 

v 
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Well, now, he bas an a PQointment at ee•en­
t b1rty t or di nner. 

Oh, well •... . 

But you won't keep him long, will you? 

I hope hie dinner aooointment is six-thirty. 

(Laughs ) Oh, I see. 

k1Ur: Yeah. 

K: 

!II!Jr: 

K: 

'•'ell, all right. Thank you. 

Thank you. 

Good-by!'. 
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.., 6, 1942. 

Pruent• SecretarJ llorcc:~ 
Mr. ClA1'k of CAMda 
Mr. 11oooo of c...sa 
llroD.al.e7ofCCada 
llr, D. W. Bell. 
SecretarJ llorPDu-'o Son 
.... 11b1to 

185 

Jlr, D.alq ototecl tllat b1a Go'f- wu ooaoemed Oftr the 
ottoot. on tlla1r ciDllar pooition tbat wwl4 reev.lt b'oa the •­
atioo of a poo.liq arJe&-t beiJ1c 41ocuooed. a-. w1t.h the J.nq 
autboritiu, !be caa~tecl ......,._, wu tor CaDada to oiDil 
all ito pl'OdllotiCID to the AMri.can •poo.l• ft&re it 'II'OUld be cl1otr1-
butod to pl.ocu "'*'-it wu -t nllded. by a c.-ittoo wbich 1.1>­
cll!ll.cl a repru•tatiw of the 0F'ed.1.,. Clon..-t. llr, Clarlt and 
llr, D.olq hotJ> 'f01oed. theiJ' feare tbat tM &J'J'an&-t 'II'OUld J'llul.t 
111 ! nl!' o....-o being &i'fen to Canada by tM ln.7 ha!'e. Tbe 
SecretarJ ul<ed. lloeo!'l, Ola!'l< &Del D.olq a llllllb4lr of quutiCIDI em 
the expectecl t1DaDo1al arranc-to wbich ,.... to he .acle 1n ccmnoo­
tion w1 th the poo.l1D& &Z'Nllg-t and the Conacl1eno 111c11catod tMt 
no 8\lcb arranc-to hod - 411cu.~~ld and thet -,. had - ot 
the op1n1cm t.hat 8ecretarJ llorgmth&D wu ccmeroant w1 t.h the 
IM'In&-t .... hod !pored. it. 

Soo!'ltal'J llorc-theD !'~plied. that he ho4 I<Doa noth1n& of it, 
He ototld tllat he wu 1n no pooitioD to •-t em the t111&Dc1al 
upooto w1t.hcolt -,. ..... allaat the plan. 

It 11'&1 cleoUecl tllat Ill'. Clerk allaalcl ccmtinDI h11 411cu.llicml 
on the •tt.r wit!\ llro lbitl &Del tllot 111', White -.ld cet the 
det&Uo of the -w.plated. plaD ~the jzw:r and IMd I••• he!'lo 

lotto!' the lllllchecm Mr. Clark conferred. w1 th 11r • Wb1 to 1D h1l 
office 01'1 the •tter Ulll 11r. Cla!'l< dloicled. to otq .,.. ... another dq, 
at wllich u. the •tter -u be g01'111nto _.. C&J'Itul.lT• 
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TREASURY DEPARTMENT 

Secr etary Morgenthau 

B. D. White 

The appended report on Canada 1 e foreign exchange and 
tiecal position brings out three pointe: 

l. Canada 0 a foreign exobanga poa1 t1on 1a good. She 
now baa $228 million ot gold and u. s . dollars 
wb1cb 1a $40 mJ.llion 1110re than abe bad at the ' 
beginning ot the year. 

2 . Canada• a foreign exobange pos ition will not 
become much worse during the next eight months. 
By the end of this 1ear abe will have more than 
$175 million, provided Canadian gold 'production 
doee not fal.l subatantial.l1• 

~ · The Uni ted States 1& spending more ~ ca~ita on 
the war effort than 1a canada , and ner ou stand­
ing per capita public debt 1a abou t one-fifth 
higher and is increasing at a more rapid rate 
than 1a Canada 0a. From lhe point of view ot 
national income , however , Canada i s still devot­
ing a higher proportion to t he war effort but 
the gap between the two countries 1a rapidly 
being closed. By next year the proportion spent 
on the war will be higher tor the United Statea 
than tor canada. 

Concludons It the Treaaur,. 1a aalced to pay canada tor 
armament• ebipped to other Brit1eb Blllpire oountriee, 
whiob 111&1 be the purpoee of oom1ng oonterencea, the 
Treaeury would , I believe, have a difficult time 
defending a r ecommendation tavorable to the proposal. 
It might be desirable, however , to leave the door 
open to our paying tor a emal.l proportion of them, 
i .n the event that gold production in Canada 1a greatly 

curtailed. 
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,, 
CANADA'S FOREIGN EXCIWIGE AND FI80AL POSI'l'IOII 

1. canada 'a Holdings of Gold and U. 8. dollars. 

(n) 

(b) 

( o) 

Ae of April 1, 1942, the Canadian Government held 
$228 million of gold and U. s. dollare, or $40 mil­
lion more tb&n on January 1, 1942. 

The proapeot a are that the Canadian Government will 
inour a net loas of U. 8. dol l ara of $35 to $40 
million during the remainder of 1942 and w1ll end 
the year with a U. 8. dollar reserve of about $185 
million, or aoprox1mately the oame amount aa at the 
opening of 1942l and $145 m1ll1on leas than at the 
beginning of 19~1. 

Sinoe the beginning of the war, Canada has aold 
about $150 million of u. s. eeouritiee and other 
investments in the United Statea. 

2. Cenada' a B!lanoe of Aocounts with the Sterling Area. 

From September 1939 through llaroh 1942, Canada 
financed the equivalent ot about $1 , 460 million (U.S.) 
ot British purohaaes in Canada, through the following 
mean a: 

(a) 

{b) 

(c) 

Private repatriation ot U. X.-held 
Canadian asourities and other 
private oapital transfers •.... . .• •• 

Repatriation of U.X.-held Dominion 
Government securities • . . . . ...•••. .. 

Accumulation ot sterling b!lances •.• 

Tot!l - u. x. deficit or 
Canadian dollare •...•• 

(Mill i ons . u.s.) 

115 

In order to wipe out the accumulated sterling b!l­
ancee, the Canadian Government has undertake~ 
preaumably with British Government agreement. 

(Prep~red by Uiss Kistler.) 
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(M1lliona u.s. $) 

(a) To repatri ate t he rema1ning Doml.nion 
Government securiti es held in u. x. , 
valued at • . • • . . . . . . . . . . . • • • . . . . . . . . . . 265 

(b) To convert eterling balances into a 
dollar (Canadian dollar) obligation 
ot the British Government, to an amount 
ot . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6JO 
(This obligation is to be non-interest 
bearing tor the duration of the war 
and inter est bearing thereafter.) 

(o) To ut1li~e the remainder of the accumu­
lated sterling balances as the tirat 
installment of the proposed t900 mil-
lion Canadian gift to Britain • . • . . . . • 90 

Total estimated sterling balances 
held by Canada as ot llaroh :n, 
1942 . . . . . . . . . . . . . . . . • • . . . . • . . • • . 9S5 

So rar ae oonoerna the future settlement of accounts, 
the Canadian Government ia to finance, without obl i.gation 
to Britain, up t o t900 million (U.S.) (inolueive of the 
$90 million of past accumulations ahown 'above) or British 
purcbaaaa in Canada. In the absence of any change 1n 
policy whereby a substantial part or Canadian exoorts to 
United Kingdom are paid tor by the United States, tb1a 
Canadia.n gift ia expected to meet Britain's need tor 
Canadian dollars until sometime early in l94J. 

!ar Expond1turu and Publio Debt Position of Canada and 
ot the United States. 

The Unl ted Statee 1e not only spending a larger 
amount par oaoita on the war effort than ia Canada, but 
it ia rapidly. inoreaeing ita war ef fort, whereas Canada's 
war axpxndituree are not increasing. 

Moreover, the per capita groea public debt of the 
U. s. Government is roughly 1$0 higher than the per capita 
gross public debt of the Canadian Government , and is 
expected to riae to 1$10 by the oloae of Warob l94J . . We 
have not yet received any official Canadian eet imatee on 
the probable increase in the Dominion Government debt, 
but in Y1ew of the lack of any anticipated aubatant1a1 
inoreaae 1n Canadian war exPenditures, it aeema reasonable 

·' 
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to aaeume that the per oap1ta 1noreaae 1n Canada'• publ1o 
debt w1ll be l i ttle 1t anr larger during the current 
tiaoal ree.r than coourred during the preTious rear when 
i t total l ed the equiTalent ot $48 (U.S.)-- i.e. that 
Canada's per capita public debt will riae by Karoh 31, 
19~3 to something in the neighborhood or 8485 (U.S. ). 

Furthermore, although Canada ie still devoting a 
8 o,:,what larger pr oportion ot her nl\tional ihoome to 
war ourpoaea than is ~he United States, the gap ia rapidly 
be1ng oloaed. 

A more detalled co:apariaon or the growth and Yolume 
ot war expenditures and or the publ1o debt or tha two 
oountries ie aet forth 1n the appended table • 

• 
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War !xpendlturee and Pub1io Debt Poaition 
or Canada and or the United States 

.l. War Expend1turu 

1.90 

Canad~ United States 
( U. 8. dollars) 

1. War exnenditures 

(a) 

(b) 

( o) 

Total Sept. 1939 - Karoh 
1942 (prel. ) •.•. ....• ...• ••••. 
Current annual rate or war 
expenditures •••••••.•.••...... 
Estimated war expenditure• 
t or period .lpr1l 1942 - Karch 
194 3 ••••••••••••.....•..•..•.. 

2. Per oanita war exnenditures 

September 1939 - Waroh 1942 ••• 
Current annual rate •.•••••...• 
Estimate , .lpri1 1942 - Karoh 
194 3 ••...•••• . .•••••••••••.••• 

3· Proportion that Government war 
expendit ur es 1a or nat 1ona1 1noome2/ 

Current annual rate • .....•...• 
Estimate, Apr1l 1942 - Maroh 
19 4 3 •••••..• . ••••••••••••••••• 

B. Publ1o Debt 

1. Total gross oub1i o debt or Central 
GOvernments 
(a} .la ot March 31, 194? •....•..•• 
(b) Eet1aated 1noreaae, Apri 1 

1942- Karch 1943 • ·•···••··•·· 
(o) Eat1mate ae or Karch Jl, 

19~ 3 ........................ . . 

2. Per oapita public debt 

(o) 

As or March 31, 1949 •·• ·••·••• 
Estimated inoreaee, .lpri1 1942-
March 1943 • .. • • • · • · · · · • · • • • • • Eat iaate, aa or Karch 31, 1943. • 

Treasury Depart .. nt, Division of MonetarJ 
Reaearoh 

Footnotes on page 2. 

3.500 m1l. 

2 ,l!OO • 

2 ,900 • 

296 
237 

246 

5.120 m1l. 

5liO ]/ . 

5.700 ]/. 

434 

~ 

23,000 mll. 

4o,ooo • 

6o,ooo • 

174 
303 

455 

63,100 m1l. 

J3,900 • 
107,000 • 

516 

295 
311 

lla1 5. 1942 
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!/ rigur .. of war expenditure• for Oane.de include finMcial 
aeeietance to the United lingdoa. 

g; The figuree for proportion of national income devoted to 
war purpoeee are very rough. The ratio for United 9tatee 
is baaed on estimated national income figures ot $106 
billion and t~115 billion for current rate and tor the 
period April 19~- March 19~3. respectively. The 
national income figures tor Oanada are eetiaated income 
produced baaed on eat1matee ot Bank ot Nova Sootia and 
comment& ot Dominion etat1etioian ae eet torth 1n 
consular deepatoh ot April 14, 19~2. They are taken at 
$6. 5 - $7. 2 billion (Can.) tor the two periods. Some 
a4Juetaent ebould be aade in expenditure tlguree tor 
o&oital laporte trom United Statee and lend-1eaee imports 
trom United States. 

)/ Aeeumea an 1ncreaee 1n the groaa amount ot direct and 
guaranteed obligations ot the Dominion Government , during 
the current t1ecal year, equal to that of April 19~1 
through March 19~2. 
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Jn!Jr: 

Gen~ral 
Smith: 

J!lJJr: 

S: 

'!)(Jr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

i!J.!Jr: 

S: 

HY.Jr: 

S: 

~Jr: 

S: 

!!I!Jr: 

S: 

llJ.!Jr : 

Hello. 

Yes, l~r . Secretary. 

How are you? 

Fine, thank you. 

May 6, 19~2 
2: 2} ?· ... 

Good . It you're not othervl t e engaged, would 
you 11ke to come over and have lunch w1tb 
Henry and ~e Friday? 

Yea, I'd love to have lunch v1tb you Pr1day , 
e1r. 

Abou t ouarter t~ one, on the theory that we 
have Cabinet. 

Yes. Twelve forty-five . 

Right . 

At your office. 

In my - right ln my oft1oe. 

All right, sir. Thank you very much. 

Now, Henry says he'll be reedy t o leave 
~aeh1ngton to go wherevpr he'e auppoaed to 
go on the fifteenth. 

On the fifteenth, all right, air. 

Yea. Ready to leave Waehlnston. 

Then he'd better enlist on the fourteenth. 

On the t ourteenth. 

Yee , air. 

Is the t whe t you think? 
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S: 

HY.Jr: 
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HMJr: 

S: 

HXJr: 

S: 

"'Y.Jr: 

S: 

!ll'.Jr: 

S: 

Hli,Jr: 
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I t h ink eo. I t wi ll take him about 8 day, 
and he shouldn't delay too long on the talng. 

Well .... . 

Otherwise the Draft Board will come along and 
l)ick him up. 

I see. And then what he hal t o do with hla 
Draft Board and all that, c~uld you let him 
know l"riday? 

Yes , I can let him knew. 

Wha t? 

I can let him know. 

You could l e t hlm know. 

Yea, e1r. 

And so - because we'll be going Ul> tor the 
week-end, and whatever he has to do w1th hie 
Draft Board , he can clear lt uo there. 

Well, I'll t1nd ou t t or him. I'll have Hammond 
over here flnd aut and let hlm know; I'll let 
him know, rather. 

Fine. 

I 'll see you ?riday, then. 

Cavalry ie what he wente. Hello . 

Yes. 

I say Cavalry is what he went a. 

Yea. 'Nel l, that'e all right, then. That's 
ae good ae anything. 

·.~hat? 

That's ae good ae anything. 
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Yeah. 

And the thing i s tor hlm to be aatietted. 

•.~ell , he 1 e sat i sfied. 

Well , t hat'll be flne , then. 

Well, he says - now, this is what he wAnts . 
I eoy thi s is wlla t he wants . 

Yea. 

Okay. 

All right, l4r . Secretar;- . 

Thank you. 

That's tine. 

1.94 
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RM~?lOh 
Paul : 

HI!Jr: 

P: 

W.Jr: 

P: 

?.l!Jr: 

? : 

HJ.!Jr: 

P: 

!li1Jr: 

P: 

~"XJr: 

P: 

!li1Jr: 

Hello , this ie Randol~h. 

!lay 6, 19112 
J:OJ P·"'· 

195 

Look, when I telked with Doughte n at five 
minutes of one, I asked him when th1e question 
ot exemo tione was coming up, end he said at 
two o 'clock; eo I asked him to oostpone it 
tor t his afternoon , end he sai d he would. Hello. 

Yeah. 

I don't k new • hether he did or not. 

·oell he can't control i t ent1rdy, but lt 
haenl t come U? in any - ae yet i n any definite 
way. There ~re certain cueations that have 
verged on it. 

Well , he would adJourn the com~l ttee at f our­
t hirty- he 's going t o adJourn it. 

Yeah. 

He'd adJourn it at f our it we wanted hlm to . 

Yeeh. 

Now, the point 1e th1s , I think you ought to 
tell hlo, becau~e I need your advice on t his 
etetement and what - t hey 're coming do vn here 
et five - Daughton and ~eorge. 

I eee. 

I think you ought to be here at t our !O we can 
have en hour'e dl eou&si on, lt neceesary, or 
time to write it because we 're in the m1d~le 
eome or the ~eooie around here aren't heo~y as 
t ., how to oreeent th1 &. 

' 1 k to the Chairman, Well , ell right. Then I \ eoea 
e nd Tarleeu can carry on uo her e. 

Well , or Just 88y t hat you've got to come down 
a t t our. I told h1m I' ~ need your hel o. 
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Yeah. 

And maybe he'd like to adjourn At tour. 

'4ell, I'll ask him what he wante to do. '•'hen 
I come down there , it he wantt t o go on, I 'll 
leave Terleau. He oan handle it oerteetly 
·~ell . 

And he- his first imoreeaion we e that he 'd 
let you handle it uo there juet the way you 
aa1d. I certainly don't want t? go uo there, 
end I hear y?u think it would b~ a m1atake. 

'I ell, I - they '11 try to get after you. 

Yeah. Wel! , I d?n't want t o be go tten after. 

But I'll arrange 1t so I'll get back there. 

You arrange it eo you'll be back here Rt t our. 

Yeah. All r1sht. 

Thank you. 

• 
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fi}!Jr: 

Allan 
S9r oul : 

-
:r;:Jr: 

S: 

'lFJr: 

S: 

!'!!Jr : 

! : 

S: : 

tr.'Jr: 

'!l<.Jr: 

C~er~ t or : 

c••Jr : 

Allen 
SoMul: 

Hi'Jr : 

S: 

'1:-!Jr: 

How about the 2- ! ' a? 

li&y 6 , 1942 
3:50 ? . Ill. 

'•'ell, t hey I V8 • lacked Of f fr 0 10 )'Uterday 0 Of 
course. 

Sure . 

An~ I- rran~y . I haven ' t t he l o t es t f1guree 
with ~~ . I' m awsy fr~m my d eek. 

Coulcl ye •1 g e t: t:il~-:> an<! Cl' ll •n back? 

I 'll do t ha t r1i h t a • ay . 

qow l ong would it take? 

I t ~·Jutd t e ke me t1v• m1nu t H . 

·.onOerf•Jl. 

All rlgh t . 

Thank y;>u . 

Hello . 

::r. <S.-r oul . 

Go ahead. 

Go ah ead . 

Hello. 

Yeah . 

Th1 P 1e Allan Sproul . 

:~ay 1\ , 1 9~<' 
3:55 O. 'D . 

'l'h1 s 1 e r.enry ll.or gen t hau. 

19? 
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Our UP- t o- the-minute figure 11 t our bun~re~ 
and elxty- eight mllllon, tlve bundre~ tb~ueand . 

We i t a minu t e . 
':ew York? 

Four alxty-ei ght. Tn• t' s t or 

That ' s t or New York Dl e trlct , yes . 

Four s ix elgbt. You don't know wrA t you were 
yes t erday? 

At !our o 'clock yesterday w~ wer• t our f orty­
three ~illion, which i e , I think , the fl~re 
wp re~ort~d in to you. 

Four t orty-tbree. '\ell , you ;:., t v~ry 11 ttle 
ln today , then. 

Thl a hae been coming l n in hel r mlll1one end 
~illione, and one or two ot two or three ~illlon 
from eav l ngs bank~ and smAll!r ln!ursnce c~o,anl@s , 
P nil eome tun~ e . 

From tour t orty- threP to t our alxty-t>1ght . 

Th• t ' a rig>!t. 

1 et>e . Have you wlred tht>t i n to ·;aeblng ton? 

~t hasn ' t ~on• in y•t. I t will go in er t er 
rour o ' clock. 

r see. Okay. 

All right , sir. 

Thank you. 

You're welcom'!. 
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Xa;r 7. 1942 

XEMOIWIDUM FOR THE SECRETARY 

SubJect: Ocnterenoe on taxea, Ve4needa;r , XaJ 6, 19~2 , 

5 to 6 P·•• 

Preaent at the oonrerenoe were Secretar;r Morgenthau, 
Senator George , Chairman Doughton, Kr. Randolph Paul, 
and Kr. Blough. 

The Secretary eaid he had aeked Senator George 
and l~r. Daughton to meet with 11111 eo that he llight con­
sult thea about a letter which he had written but not 
signed. He handed oopiee ot the letter to 011airaan . 
Dougbton and senator George, who read thea. The Secretary 
then eaid that be had been thinking about the utter ror 
soae t1.ae, that be had c011e to the oonolueion that th1e 
step ehould ~ taken, that be had talked it o .. r wi tb 
the Preeident, and that the President bad approved. 
The secretary aaid be relt the letter would help the 
President ' • aeven-point program to hold down the coat 
or living and, while it would not aatiary tha newepapere, 
it would take awa7 whatever legitiaate complaint tbe;r 
haY8 had about the tax prograa not extending to aore 
people. 

In anewer to a queetion he aaid be bad not derin­
itely decided t o aend the letter and was aeking their 
advioa. 

Ohairaan Doughten aeked whether euggeating the 
liaite or t 60o, tl, 200 and t JOO wae intended ae a eort 
ot bargain nth the Oolllrlttee to keep it rroa going to 
$500 and $1,000. The seoretarr· eaid that ne wae not 
trying to aake an7 kind or bargain, that anrtning tne 
Committee did would be appreciated or oouree. 

Kr. Doughton then aaked it t he lowering ot tne 
pereonal exeaptione wae intended to roreetall the 
iapoeition or the ealee tax and it tne Ooaaittee decided 
on a ealea tax whether tne secretar7 would want to have 
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the pereonal exempti one lowered, The 8eoretar1 eaid 
that ne telt hie poaition to lower the peraonal exemp­
tion• waa a correct one an4 t nat it ehould atand on 
ita own t eet, wbateTer atteot it might baTe on t he 
aelee tax, 

'l'be Chairman 1&14 be t hought 10 tar ae t he 
Coamittee wae concerned that the propoaal t o lower 
the exemption• would not atop t he moTeaent tor a aalea 
tax and l&id be thought the Coui ttee wae about ennl7 
diTided 1n tne1r attitude toward a aaln tax, 8enator 
George aa1d be had not oonaulted With h1a CoUittu 
but that it waa hie teellng tnat thia propoaal to 
lower the peraonal exemption• would probabl7 etrengthen 
the ettorta to paae a aalea tax aince aoat ot the 
reYenue would be der1Ted trom people alreadr aubJect 
to tax, and aince the aembera ot tne Ooamittee would 
malta compar1aone ot ratee un<1er the propoaal and under 
preaent law and would aee that l owering the exempti on• 
inoreaaed tne income taxee on people &'boTI the exemp­
tion lnal, 

Mr , Blough aade aoae comparieona ot taxea on 
Yarioue a1zea ot inoomea under the preeent law, the 
propoaed ratea at the preaent exeaptiona, and the pro­
pond ratea at the reduced ex.e•ptiona, 

Mr, Doughten aa1d that ainoe the bulk ot the 
inor eaea would tall on people already aubJeot to tne 
income tax, he thought 1t would be lo&ioal to increase 
tbe ratea tbare inatead or lowering tne exeaptiona. 
Mr. Blough pointed out tnat tne eX1atenoe or thl peraonal 
exempti on• would neceuitate extreael7 h1gn ratea in the 
lower braokete to giTe subatanti al taxea on incoaea 
under t J ,OOO, It waa pointed out aeTeral tiaea that 
approX1aatel7 60 percent or the ad41ti onal reYenue pro­
duced b7 lowering the peraonal exeaptiona would tall on 
lnoomn u.nder t J,OOO, 

8enator George noUd the t act tb.&t the rennue 
would be in addition to tne requeet alread7 •ada. There 
waa, howeTer, no oollment on the deairabil1t7 or tbua 
inoreaaing t ne program, Mr. Doughten aaid t hat or courae 
all the reTenue poaeible wae needed and it wae a1apl7 a 
queati on or how auob could be taken without inter fering 
with the war ettort and the willingneaa or the people to 
aupport tbt war ettort, 
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Mr. Doughten aaid that he had reoeiTed Tery little 
mail in ! &Tor or reduoing t he pereonal exeapt1one and a 
great deal or -il in taTor or a e&l .. tax, Be eaid 
that ei ther the people or tll8 11ll1ted Stat .. had changed 
t heir a1nde about a .alee tax or that the proponent. or 
the e&lea tax are Tery auch aore Tigoroua in t nur 
aupport tnan heretofore, 

No one mentioned the paragraph on Sooi&l Security, 

Both Senator George and Mr. Doughton agreed that 
1! the reooamendati on to lover the exeaptiona vera to 
be made, it would be auob better t o aake it nov tnan 
l ater e1noe tne Coami ttee vae Juet atarting, Be aen­
t ioned the unfortunate erteote or tne reooamendatlon 
last year arter t ne Waya and Meane Committee had com­
pleted ita work on tha tax bill, 

llhen aued by tne Seoretary Whether they thought 
the letter anould be aent, neither Sena tor George nor 
Mr. Dougbton would gin a det1n1te anever. !he Cheinu.n 
parried tbe queetion and aaid t hat be did not think he 
should giTe any adTioe on a matte r or t nat kind, that he 
vould not adTiee him either to do it or not to do it, 
that i t he felt that it vae hie dut y to do it, why or 
couree that vaa the thing !or bim to do, The Senator 
indicated a alallar eentlaent. file Seoretary aaid he 
oeli eTed that 1t vaa b1a duty to do it and that unleaa 
they tnought be anould not, be wanted to aend tne letter, 

Mr, Doughton upreued tbe reeling that it would 
probabl y be better t or t he Secretary to appear in person 
Detore the Coaai ttee. The Secretary indicated that unl .. a 
Mr. Doughton tnougbt it would be ury auch better , be 
would prater to aend the letter and l et Mr. Paul appear; 
that be would baTe to apend aoae tlae in studying tne 
detaila 1! he ware going to go before the Coaaittee, 
The Oha1raan expreaaed no det1n1te acceptance of tn1a 
view but the utter vu allowed to drop vi th tll8 under­
standing that the Secretary would aend t he letter, 

Mr . Doughton aaked 1! he a1gbt ban a oontidentlal 
copy or tne letter tnie eTening, whereupon tll8 Secretary 
a1gned the letter and gan hia the origi nal. Be eigned 
a tranea1ttal letter t o Senator George and gave 1t to 
bia together v1tn a oarbon of tne letter to Onatraan 
Dougnton, 
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cc - l'.r. Gravea, Hr. Oamble 
Mr. Tickton 
:~r. D. Bell 

HI!Jr: 

Opera t or: 

'll·1Jr: 

~bbo t 
:·.llh: 

:!1-.Jr : 

. 4: 

J.D!Jr: 

V. : 

'!I!Jr : 

U• ,, , 

!!KJr: 

l! : 

:o'Y.Jr: 

i!l:Jr: 

Hello. 

Mr. lUlls. 

Hello. 

l~r. Secre ta r y , this ie Abbott l41lla aoeaking 
from FrAnk Ieeby ' s office in Detroit. 

Right. 

I wanted - bello • 

Go ahead. 

'>e wanted you t o know that the 'liar De1)srtment 
got through their different meaaegea, - and as a 
resul t both the treasurer ot the Chryeler Cor­
porstl~n and the Packard Motor Car Company will 
recommend issuing agency programs to their 
directors ..... 

Good. 

.. .•. very shortly. 

Good. 

And we hooe tor a• good results tro3 the other 
im1)ortant co~nies. 

·~o are you 3oing t o take on next? 

An appointment h8a been made with the Ford 
Motor Company at twelve-thirty tomorrow, and 
Frank it arranging a n earlier meeting wi t h 
the General M.otora 'Oeoole. 

Oh, I thought - the General Motors haven't got 
it all together, huh? 

No, they may not - theY may wioh to, inst~ad of 
i ssuing 1t themselves, do it through a group ot 
banks. 
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l!l:Jr: 

M: 

f!MJr: 

M: 

HMJr: 

l! : 

~<Jr: 

M: 

l!l·lJr: 

l! : 

HMJr: 

M: 

HMJr : 

}': 

HHJr: 

M: 
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That' a all rigllt. 

Wh1oh would be agreeable, we believe. 

Well , I'm awf ull y gllld that you 've atuok with 
this thing . 

Well, we' r e gl ad you 're plea• ed. And her e ' s ­
have you Jus t a second t o hear an 1dea? 

I've go t lots or time. 

F'1n~. 

Well, it my me~ory WAB right , you were going to 
have a meeting with t he prea1denta ot the twelve 
Federal Reserve Banks in your office tomorrow or 
Friday. 

That's orr. 

That 16 ott . 

Yeah. 

\;ell, then the i des 1s ott , too . 

Well, Mr. Bell is going to handle that, because 
they 're not comi ng in, I don't think, until Friday 
or Saturday or something. 

Oh, I see. 

But it you want to give them a suggestion , I can 
twitch you over t~ Bell. 

No, the only thought wee that we - thrOugh your 
loudspeaker there - we migh t get a little drama 
i n and re':lort to you on Detroit and how i moorta nt 
it was t o get the Federal Reaerve Banks to speed 
up tb1e reorui t1ng ot t he larger corporati ons. 

Well ..••• 
Ther e was a good chance, maybe , when theY were 
all together. 
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FC~Jr: 

II : 

HMJr: 

... 
·'· 
h'Y.Jr: 

' . 

!I!!Jr: 

Jr.: 

Yr. 
h eb:r: 

HMJr: 

I : 

'!JI.Jr: 

I: 

3Y.Jr: 

I: 

lll·!Jr : 

I: 

Rl-:Jr: 

- 3 -

No, they're n~t going to be here . 

I eee. 

204 

But I want you to stay in Det roi t there and 
help now, put thia aoroae. ·You 're pl anning 
to s t ay the r es t of the week, aren ' t you? 

Yes , that 's right , air • 

Beoauee •...• 

I t h1nlt l(r. Ieeby has eomathing very bport.ent 
to mention to you it you have Just another 
minute. 

Surely. 

Fin~ . Here he ia. Thanke. 

Oh - hello, Mr. Seore t ar y. 

Hello . How are you? 

Fine. One th1ng I wi sh you would do it you 
get a chance tomorrow some time, when I wee 
out t o Keller yesterday a t Chrysler - you know, 
he feels ver y close to you. 

Yeah. 

And about t he time that th11 other th1ng came 
up, that wire came i n that waa sent out to all 
the Presidents ot the diff erent corporations. 

Yeah. 

And he thought that - at fir et - that that evi­
dently waa direc t ed at him, per sonally , a nd theY 
hadn 1 t been doing a good Job out there. 

Yeah. 

And I t ol d h1m that waen ' t ao . 

No . 
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I: 'l'bat you k.nev hov vell they 1d O:)Ooerated . 

.HMJr: Yeah. 

I: And I thought maybe that :you mi ght aome way 
expr eea t o him your eppreoiation or this • 

.HMJr: Well, all those telegr ams are being enswered. 

I : Are they? 

Hl·!Jr: Where I hear from them , :yee. 

I: Yea. Tnat'e tine. 

!!!o:Jr: Yeah. 

I: 'l'bat 'a tlne. 

Hl~Jr: Yeah. 

I : All rlght. 'tlell, we 're golng t o ge t al onl> all 
~lght. 

;Jli.Jr: \iell, t his has been a long, hard tight to get 
these - thls thing s traightened out, but do you 
think it 1 a str aightened out now? 

I : 

'ili.Jr : 

I: 

l!Y.Jr : 

I: 

!lMJr: 

Yea. Oh, it's fin e. 
t o tackle them until 
t hey' d think ve vere 
over or something. 

llell •.... 

You bet. lie dldn' t want 
i t waa, :you know, becauee 
kind of ~utting a fast one 

E~t we' ll have it - we'll lla• e the Job fi nished 
here nov. 

Well, I van t Mills to staY the r e until it 1s 
t1n1shec1. 

.Fine . 
on the 1moortant oompaniea. But I'll not come 
out myself on this . 

Regraded Unclassified



HJ!Jr: 

I : 

Hl~Jr: 

I: 

RY.Jr: 

I: 

Hl~Jr : 

I: 

'll!Jr: 

I: 

Hl~Jr: 

I: 
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I eay I don't expect t o come now that Mille 
hae go t i t s traightened out with you and th ~m. 

All r i ght. Okay. We broke the t wo ot them 
down , and t hat alwaya - and I ' m eure that - I 
thi nk a t t er we ge t thr ough with For d tomorrow, 
we'll hav~ For d , and generally i n the au t omoti ve 
industry, they watch Chrysler. 

Yeah. 

They 're e lit tle bi t Jealoua ot Chrysl er , and 
it Cbryeler does something in the way or co­
ooer a tion, why the other t ellowa will ateo in 
the oi cture. 

Well, I' d l ove t o know what r eaulta you have 
w1 t h Ford. 

Fine . We 1 re going to meet with l~r. Rousoh, who 
i a - who has taken the ol aoe ot Mr. Sor ensen, 
t he gener al manager , you know. Sor ensen moved 
uo some, and Rousch 18 t he fellow that' s doing 
Sor ensen ' s j ob; and Harry Bennett , o! cour se , 
will be the r e , and Harry Bennet t , wha t ever he 
eaye is law a t the For d pl a nt . 

·~ell , let me know, will you? 

You bet. 

Good l uck. 

Thanks ver y much. 

Good-bye. 

Good-bye. 
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TO 

TREASURY DEPARTMENT 

INTD 0~ COMtoiUNICAT10N 

1.1181 CbaiUioey 

secretary Korgenthau 

207 

...... Jfq 6 , 1942. 

I don •t want "Printer' a Ink" &nJ!Dore. I'm 

disappointed in it. Please diaoontinu~bowing it to me. 

~\p v-' 1" 
)' / 
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TO: 208 
:... .. ____ _______ ..__,.... 

J111r f, lKI. 

Te~ tile ..........,. .. .- ter 

.. tioplq- '"'- .......... 

,.ntbc ......... -u plue it 

•Ill• ... . 
.&Ilea u Mlll' after lie nq•etM 

tlllo tioplq, it wu ... hie deok, 

~·· ~le 
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'lllnll4 JOil - tlla\ I pt a oopy of tho ~&T 

tho 4rq at.oroa are pvtUAC 011t oa •n1a qurtar 1111 J111F 

12 Ballna•' I•& l1h to ban a OCIPF of tha\ Cl1aplq 1a 

rq offloo. 
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.., •• 1NI 

O.ar llerllert 1 

All of • beN •" ,t.t .. ls..t!W 
d th JOUP fbe redlo talk fw W.r lo• 
lut Yr14Q eYOaliiC• 0111' ... S.•~• 
~opb fool tllat 70111' ..... wlll haw 
a gNat effoot oa tbeea•Ma of ,..,lo 
who aro aot J Ot ""U. 'lu Bolllia to tbo 
llalt or t holr a~llU.J, allll wlll haYo 
, .. 1 latlao- U~Mt t ho Ualtol 
Statoo. 

Toe •1• eo a peet aa"loa U' 
j~OlDi OD \be Oll' 00 J" •U, ul l 
appretlate lt ••rr ... h. 

SluoNlJ, 

Tbt BoaoNbla liorMrt H. Le~, 
Go•••aor of No. York, 
Albu,r, .. Twlr. 

FK/ogk 

' ( · ??·¢'?· (., 
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THE UNDER SI:CRI:TAJIY O~THE TIII:ASUin' 

WAaWIHOTOH 

UJ:.!OlWillUU J'OR Tlll: S:&Cl!X'l'ARY: 

Tho prolhdJU!Z':Y reports recoivt<l up to la• t ni&ht 

indicated that t he totel subecript1ono tor tho ~ boll4 

r.pprox1113tocl. $}, 200 ,000, ooo. 
Similar reports r eceived for tho 2-1/~ r-siotored 

oocurit:y 1nd1c3ted suboeriptiono ~esat1n& $5}0,000 ,000· 

211. 
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BOARD OF OOVE.RHOR8 .... .... 
FEDERAL RESERVE SYSTEM 

--MIMeTOM 

O.ar llalyo 

!b&Dk you tor your note ot April 22 
anoloai~ the iDtereat~ letter trao lir 
P'r..Seriolt l'hllllpa. 

Conei4e~ the aoopa aD4 wil)>t ot 
the llritiab illoaoe tax ooupl..S with oaopulaory 
aa~e, it 1a r-.-bble that eo tine a 
r .. pou• b.u 'bMD o'btaill..S trao tbia aupple­
...,t&l appe&l to tbe publlo. 

Sillo ... ely youra, 
; 

Honorable Henry Mor,ath&u, Jr., 
leoretary ot the !r....,ury, 
-~.D. c. 
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I '• • • • • a 1!: 
\\ t; 
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BOARD OF GOVERNORS 
DP' THE. 

FEDERAL RESERVE SYSTEM 
WAaHI NO'TO N 
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......... ............. ······"···-·· ., . .,.. .. ..... 

Honorable Henry Mor&enthau, Jr. 
Seorot&ry ot the Treaaury 
Waa~ton, D. c. 

Dear lb" . Sooretaryt 

M&y 6, 1942 

Thank you nry muoh for aendinr; 
me a copy of the very interoating l e t ter 
from Sir Fr ederick Phillipa on financing tho 
war in Engl and. I have road thia latter 
carefully with gr oat i ntoreat. 

Very 11noerely your1. 

Al.Yin B. Banaen 
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Telegra• reoe1Ted trc. Jolm .t. . Barttord, Prea1dent 
The Great .t.tlant1o and Pao1t1o Tea Co. ' 

•Lees oo.ment 1n etorea today. Th1e natural a1noe 
moat ahoppere Monday and Tueeday baTe made preTioue T1e1te 
since oeilinga announo~. D1ecuea1on generally fa'l'orable. 
Bue1nees generally f~~.-.nd doee not reflect same degree 
cf buying reetraint eTldenoed by weekend ehoppera. Cua­
tomere etill aeking re effeotiTe date pr1oe ceilings, 
reflecting poor grasp of detaile of plan. 

•'fholeealere and retailere continue to buy oautioualy, 
end manutaoturere aeetlng eltuat1on nth 1noreaalng 
nWiber of la&edlate adJuataenta to oeUing lnela. 'fe are 
continuing t o make retail adj uetaente 1n ad•ance of 
ef t ectiTe date' of order. • 
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WAR PRODUC'T10N mAim 

WAIHIHCITCIN, D. C. 

-6, 1942 

IIMr Bear)'~ 

I ban ~ DOte ot - S 

- -u l.1U to t.baDit ,..,.. t. -·"' 
• the Wecru troa the PrMU..t ot 

tbo Qrea\ .l\lcUo aDd Puitl.o 'I'M 

CoapN~T. 

the llcllorable 
~ Searet.uT ot tbo TrMnr7 
~,D.C. 

( . 
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c 

0 _ .. 
WAR I"RRDUCTION BOARD 

WMHINCnaC, D. C. 

OOHAL.D M. NU.aoH --

0 

- 6, 1942 

!baDit 1011 tor ....Stn1 • Vie 
report .., tb• ..,.. t. ot bot.\oa oai'IO• 

I aa f)..o4 t.o mow I -. ot 
uaia- t.o llr ..... 1a ..t:ial 1M 
.S.UYW7 ot eo ~ t.oaa ot bot.\oa 
oereo poellible, 

'I'M llceor&ble 
!be s-.tarr of Vie !reuar7 
~,D.C. 

216 

-•• 

' 
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,._1 t'Ol "' .NUr'• CtiAitTIAJit ASIOC&ATlOlU 

f'l• ftii.IJII ...O.tUit'• C'tUJfft,\llf AJJOOA110"J 

't'U IA&.U.1'1CIIW .U:WY 

T8.1 JPI'l•• wu.uaa .,.... , .. ~ lfAnow.u ftA\"CLU.J AD AUOOA'i!'l. '? 

~~w f7(YH/.U:e @~cut~f»uJ 

,11..,.r1 CHirmo• 
,... D. hc':blei)e,t, ,,, 

Cf~tilrllo• ., dtt Jo.cnd 
.. _... Kot1n41 

VwrC'olfllll'll ol 1ho loo"' 
!WI" 5ibler 

"" .... . [Jo_ ... c__... .. , .. 
'1. ,_. ..... IU .. 

......... ,_, ....... ,..,.,.,..,. , .. , ...... .., 
!-' L ., .. ,..._.,.A...,.._ -,....J,te .......... ,_ 
..... c-.-.. 

FOI NATIONAL DEFENSE INC • 

...... I IIli eTATI e 1.00 .. N CW YOAK, N, y , 

llay 6th, 1942 

Honorable Henr,r Morganthau 
Secreta17 of tbe Treasury 
llaahlngtcm, D. c. 

l(y dear llr. Secnta.rr; 

I have recei nd trOll you at ft1!1 heme two 

or tbl'<le d'Q'S ago a nry kind letter follcitating 

me on .y election as Pre8idont of the u.s.o. I 

appreciate very IIII.Lch your ldndneea in writing to 

M about it. I need not tell )'OU tbat tho j ob io 

not without difficulties but tbat I regard it as a 

nry fine opportuni t7 t o be or aervice to tbe country 

at tbia taa. 

llitb Yery best regarda. 

Sincerol'f yours , 

~J.~.J. 

\,o 

IILE IOSSIP SIUS SHIPS 
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............. a. ...... Mal .......... 

...- •t,... -.e 1 -.u- •• *" ..Ul .aw '­
_. .ue~..u- aa _... •• t ,,, r ..-.,. 
ft ...... _._,._ ...... , I wl .. ,_ .U ..... 
,, .. ,.. .... ~ •• - •• s a-.u-.. 

... •lr. 

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

-......... ....... 
Dl ...... ..... ............... ~. 

OD/ 4h 
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TREASURY DEPARTMENT 

INTKR OI'J'lCK COMMUNICATION 

Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

OATil J.!&y 6, 1942 

Last week Mr. Houghteling told you about the 
t rouble the C.I.O. was haviTU? vsi th Jesse Jones about 
office space for their organ1zation. Jones has now 
offered them only the !Sround floor of tb e CoMonwealth 
Hui ldinb on K Street, 1n which they had an unconplcted 
contrac t for space, but this ground floor is inade~uate 
for C. I .O. needs. I can tell you more about this lf 
you are interested. 

l ·tc. 

·' 
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• A5iiNCTiltl. D. c. 

ll't li 1942 

Dear llr. s. .... tar)-• 

.la )'OU lcrlDw, tba Pr .. ident, 1lt a recent Eucutive OrdAor 

(No. 91.28), directed tba Board ol Eoo.-io llt.rfore to aoe.- certain 

particular IT tllo18 Mlated to reciprocal aid and benefit.. 

Tbo Treuuey Dopart.ent 11 ono ol t.boae 1nteroate4 in t.h1a 

•tter, and I aa enz1.,.._ that w should cooperate cloee}T with JOU and 

the otbar inteMat.ed apnciaa. To raoilltate t.h1a cooperation on the 

part ot tha Board ol Eoo.-lo llt.rto.re, I aa daei&Datii!B llr. Frank eo., 

Chief ol tha Britieh •!'iM D1Tioicn, aa our representative, and. be 

rill be aft1lable tor ooDINltation with repreoenteti.,.t ol JOUl' 

'l'ba IICDOrahlo 

Tbo Booret&r7 ol tho ~ 

••h1Jicton, D. 0. 

- l 
• ,( 1:~ l t 

J 
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o • •• ~~ til Lt.IC8 

,.,..J tat•!Z fkwM _,_._._ _____ 
.. ..__ '• C:S.tJ r-s.u ..... euc,t. ........ 

1061 

":l 
... 

l>oe1, .,..,.. ...... ..... Otloor .. ... -·-_,. - .. _ Ia 11tl !.-1 .... u.p •• -- 10&0 C1- .... .. __ ..... • •• ........ , .. _.. ..... ..... ... hoU ... ... btl• ·- ..... .... .... ..... ... ool ··-... t'rip- ope ... .. ........ .. .. ··~-ratloa .... -· .. 
.lftnce • 011a\ t. 4oUar• 

-·100 an lit lU lt 1t lf !I I I It • • • 0 1 ....... _.,_ ... 101 110 •• .. ,. .. tO lf .. 11 u • • I 

u,ooo ... - , 1,000 1,tu - ... tl .. 131 ,. .. .. 10 Jl .. u • I 

t l,IOO _.. .._ tt,OOO ..... ... lt1 11 .. lTI lot .. . .. .. ., •• lt • 11 

u.ooo ... .._f••ooo a, t:u fOO ... .. lTl ... 1tl .. •• 111 .. .. .. 11 .. 
u.ooo ......... 1,000 .... , - au 111 ... .... ... II fO 1 •• uo ,. 10 11 .. 
u.ooo ........ uo.ooo ..... 1.au M1 .... ... ... ... Cl .. ... 1SI 101 .. 10 TO 

,.,....tap ~ WUl _, ~twH ( tw ..,.,.,..., •...,U• ) 

Oaolor .100 100. 0 to.t .... ••• • •• ..15 ••• ,:1 ••• ••• ••• •• •• •• •• 
1100 ... - .1 000 100. 0 "·' .... ••• •• 1 10.1 ••• ••• ••• ••• z.e 1,0 •• .. 
u,ooo ... - h,aoo 100. 0 .... u .o ... • •• u.t ••• ••• ••• • • 1 ••• ••• 1, 1 •• •• 
t t ,IOO ... ..._. r.·ooo 100.0 .... u .o ••• • •• u.o ••• ••• ••• ••• ••• z.• 1, 1 • I • • 
u.ooo ......... 1,000 too.o .... 11.1 ••• • •• u.e ••• ••• ••• ... ••• ... l oO •• 1.1 
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u.ooo ... ... 10,000 too.o ... 1 llot ••• ••• 12.1 u.t ... ••• ••• ••• ... • I .. ... 
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u ••• ~ cw UJQII ftAflltiCI 

l!r!l'""7 Npr!t 

.t.....-.ce IM- &Dd o.•1a7 
ans.awo tor Ci_, PUdUoo &Dd llnc1• ,..,. ..... 

Y.onoy IM- Oluo 
1n 1941 

ulldor $WOO 

and undor ~1. 500 

and undor $2,000 

ond ulldor $3, 000 

and ul!lllor *5,000 

and under • 10,000 

and ul!lllor .1, 500 

and ulldor t2,000 

aad under 1,3,000 

t nd undor t5,ooo 

and Under $10, 000 

z..., than ~o. so. 
leu than 0 . 1 peroent. 

or Livia& Dh1tl011 
6, 19L2 

$ 

Flrn ~ ot 19112 

......., 
IlltpoaoUturoo 
tor C~arront 
COIIIIIIIptl.., 

u_, 
lbrpol!lll u ...... 
tor Oltto llllll 
0 oatr 1 blltlano 

A'f'INCI ._at 11> dollo.ro 

112 :. 103 ;. 5 

21.1 225 L 

365 }fl 6 

I.P9 1.:51 9 

667 571 27 

922 715 " 1, 252 679 37 

l'wc ollt ot -1 _,- lno .. o 

100.0 91·9 4· 5 

100.0 93·3 1o7 

100.0 92·3 1·7 

100.0 91·9 1·9 

100.0 65.6 4.0 

100.0 77 ·5 }.6 

1oo.o 70.2 }oO 

Conl'1~ontl.a1 

Dlroot 

'""' P&~· 

1/ 

1/ 
2 

4 

22 

42 

68 

2/ 
2/ 

· 5 

·9 

3·3 
1, .6 

5·1. 

6 

I lot 
8AY1111; 

L 

12 

7·1 

u..l 
21.1, 
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O ~ S. 8VROAU 0P LABOR STATISTICS 

Average Change in Specified Typea ot Aaeet• Caapared with let Ch~• in Aaaeta and in L1ab111t1ea 

Eati .. toa tor City F.-ilioe ODd Sia«l• Poreaoa 

1 9 4 l 

U.s. GoYena111t BODL let ••t 
u4 DefoDII 8= ! u: olulll~ 1A CJuul&l iD l ot 

lloMJilla- mDt t ••rlD«e -,.1. • .... ,. !.A Cb&DC• 
clue 1A lMl epoat tor riOiiTOcl DOtoe e~ o!wcldq 1A 

E!!:ObaH trca ealo Pllrolweocl aceounta aocounta .t.oeote 

lliiMr ·~ • s • 0 • 0 • - lU • - 3 • - 84 

•~ u4 u<llr 11, 000 s 0 0 -sa -6 .81 

t1 , 000 aDd UDclor t1 ,~ 13 0 0 +11 -$ +a& 

t1.~ u4 uDder u .ooo 28 0 0 -u +10 +118 

tz,OOO u4 Wider U , OOO 41 0 0 - 10 - 84 +llS 

t ry u4 DDder t &,ooo 73 0 6 +11 +143 +466 

t 6, 000 aDd UDcler tlO, OOO 119 0 0 +62 +608 +1010 

y Pl.,. (+) - DO u IJicrooM l a 11ab111Uee, lliDI>I (. ) •aae • clooroaeo 1A liabili tioe , 

Cod ot Lin ac Dirlolca 
-.,. e, 1M2 

llot g 
C'-ce 

i D 
Liabili -

t ile 

• +lti 

+315 

+4t 

+66 

+22 

+26 

+110 

lot 
SaTiJIC ... 
Detidt 

• ·" ... , 
-· 

+A 

+llt 

+4%8 

+HO 
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PNli.ain&rx F'1gur•• 

/ 

~ .a 3 -A 

Anrago Ctw>go in Spooitiod Typoo ot A<looto Coapared with !lot Ctwlgo in .ooeto and in Uabilitieo 

uo ... y iacoJDO 
oluo ill 1941 

Eottat .. for City •'uUioo &Dd SJ..aclo Par oODo 
Fint Quarter ot 1,.2 

u.s. Go.,_._. -· lH SaDye Notte !lot !lot 

114 21!1111 SSIIII olwulgo ill chango ill 

Mouat 1'-"UIIt MoWit i.-uai II)IIOJ' ill IIODefill 

•!*It for ncoi'rod ~t tor uood tor oariago cbocltiag 

enhr•• tro• Ml• wrobtt• ty p&YMptl acCOUDto aooouato 

Hot Not lr.t 
chango · Chango Sa'liai 

ill ill t / or 
Auoto llabillti..-l!!lidt 

IJDdor •soo • l' • - • - • - . - 2 • Jl• 1 ~ -) • ' 

$500 &Dd .....tor .1,000 )) - - - 21 

$1,000 &D4 uador .1,500 28 

'1 0500 &D4 uador / 20000 2) 

·tT &D4 uador ·BoOOO 1' 

.3,000 &Dd UDdor $5,000 22 

ts,ooo ....s wular tlQ,ooo )l -

1/ Pllaa (I} •uo u inorouo in lia bili U oo1 
fl .... iiU to • .so 
Coot ot U Yiag D1 Yi oioa 
:·ay 6, 1,42 

- - 26 I 

- 1' I 

f 13 

8 f 

- 64 I 

miauo (•) moano a dooroaoo in 1iab1lit ioo 

1 14 f 2 12 

2 tS I J Ill 

l2 )2 I f IS 

' .so f 3 " 
28 109 - 2) 1)2 

'1 202 - 66 268 
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,.,,,,_ licwee 

.. t1Mt.e4 A"'"'P ....._. ot hr•- hr ha1lT 

C1t7 J'Udl.JAI !I 

~u.- Olul 
1A 1941 

I!Ddor •m 

$1,000 aDd UDder 11,500 

u,m uc~ IIDder tz,ooo 
t;z,ooo uc1 \IDIIer $3,000 

tl,OOO aDd \IDIIer .,,000 

$5,000 aDd -s.r 110,000 

$10,000 and owr 

Coot or u..u.c D1.U1011. 
llay 6, 1942 " 

1941 

1.3 

2.6 

2., 

) ,1 

) ,1 ,,, 
),8 

),8 
• 

• 

1.2 .1 

1,8 .8 

1.8 .7 

2.3 ,8 

2.3 .8 

2.8 .7 

2.8 1,0 

) .1 .7 
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TREASURY DEPARTMENT 

INTI:,_ O~CI[ COMMUNICATION 

Secretary Korgenthau 

!Jr. Foley and llr. White 

235 

Subject: Extena1on of Freezing Control to Argent ina 

I t is recommended that t be freezing control order be 
extended to cover the assets and t ranaactiona of Argentina 
en1 her nationals, for the following reasons: 

_... A. Argentin& is being actively used by the Axis to under­
mine our orogram or economi c warfare . 

Argentina is now being widely used by the Axis to 
cloak important economic and financial aotivities . 
Argent ina and Switzerland are the t wo most important 
center s used by the Axis to evade the economic warfare 
carried on by t he United Ns.t ions. 

In t he weeks preceding the extension or our 
freez ing order to the Axis , large eume were transferred 
to Argentina on behalf of Axle countries 1n the form or 
bank transfers and currency shipments. In th1s way, a 
large part of the funds which we had hoped to prevent 
from being used for Axle act1v1t1ee escaped our control. 
Th1e aooumulat1on 'of Axis funds in Argentina has re­
sulted 1n the Axis' using Buenos Aires as the center 
point f rom "h1oh to tranem1t funds to Axia agsnta 1n 
~~1 the other American r epublica. 

We have proof that Argentine holding oompan1ea 
and f inancial 1natitutions are widely uaed by the Axis 
and ita aatell i tes to hold substantial amounts of dollar 
saaeta in the United Stat es in evasion of our freezing 
cont r ol . With theae funds, they carry on traneact1ona 
contrary to the pu.r poaes of our freu1ng order and 
ini mical to our war effort. 

The following are 
Argentine institutions 
Axis purpose&: 

a rew examples or the use or 
and financi al rao1l1ties tor 
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After closely watchi ng the aooount of an 
Argentine holdi ng company believed to be hold1n2 
funds for a blocked national, we discovered that 
the funds in the account, emount1ng to over 
$1,000,000, d id i n fact belong t o a Swiss national 
on the Proclai med Li st acting for the Axis . 

We were recentl y informed that an Argentine 
holdi ng company bad given orders to liquidate 
$400,000 worth or securities hel d for its ac­
count, and to transfer t hem t o Argentina. Sub­
sequently, we learned from a oeneorahio despatch 
t hat t hese funds are to be used in developing a 
steel i ndustr y in Ar~•nt1na, and t hat the nerson 
carrying on the negotia tions, tor the owner or 
t hese runds, is believed to be an agent of the 
Nazi government, who oame f rom Austria in 1939 . 

Typical or the numerous Argentine holding com­
panies cloaking funds in this country is one 
which holds 93,000,000 in New York ~y way of a 
Panamanian holdi ng company which in turn owns 
a Canadian company in whose n11me the funds are 
held . It is known that this chain or holding 
companies is in fact entirely crmed by a French 
banking concern, and that prior to our freezing 
order the Canadian company holding the funds was 
admittedly owned by French nationals i n France. 

While it is noeeible for us to ferret out a few or 
these companies and to freeze them on an individual 
balls, it is i mpossible to keep pace with t he ranid 
maneuvers presently possible through tree Argentine 
oomoaniee. By freezing funds held in this country in 
t he name or Argenti ne holding companies and institu­
tions, we will destroy the elaborat e machinery built 
up by the Axis to cloak funds held in this country on 
t he assumption that Argentina would remain neutral and 
would not be subject t o the f r eezing order. 

b. Argentine is the fence for looted currency end securities . 

Despite the effort s that have been made to prevent 
Germany from reali zing on the looted currency and 
aecurit1es seized 1n the invaded countries, the Axis 
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has succeeded in realizing some benefit from the stolen 
oroperty by disposi ng or it through Argentina. In the 
firs t quarter or this year imoorts or currency from 
Eu~one woro comoletply stopped. In the same peri od, 
Argentina sent to this country $ 1 , 250,000 in dollar cur­
r ency. Within the last t wo weeks $250, 000 in American 
currency hae been shipped to the United States from 
Argentina. Although steps will be taken to narrow 
th i s Particul ar avenue or evasion, this i s one examole 
of t he many waye in which our freezing control orogram 
i e evaded and defeated by col l aboration of oereons in 
Argentina. 

Dollar securities loot ed by the Axis are now bel~ 
d i sposed of in Argentina by German agents . Although t he 
nreeent freezing order prevents such securities being 
nhi poed to t h1s oountry, their diaooeal in Argentina 
nrovides t he Ax1s with free funds 1n South America. 
The a bility or the Axis to sell t hese eeourit1es in 
Argent ina, coupled with their ability to hold tree 
dollars in the United States 1n the name or Argentine 
ins titutions, completely underminee t he ryurpoees or 
our fre ezing control . 

C. Argentina hae not taken effective etens to carry out 
resolutions adooted at the Rio Conference. 

Argentina bas not adop ted measures effectivel y 
carrying out t he resolutions adopted a t the Rio 
Conf e rence recommending the sever ance or diplomatic, 
co~merc1el and financial rel atione wi th t he Axis and 
the i mpl ementing or a oro3r am or economic warfare 
agai nst the Axle. SUch finanoial controls a e Argentina 
hoe i moosed aoply to all belligerente outs ide t he 
Western Hemisphere-- to the United Nations ae well as 
to the Axle oowers. 

Otricials or the Argentine Government agree that 
exist ing neaeuree or control do not meet the expect~tione 
or t he Rio resolutions. A measure ot control is appl i ed 
onl y in those cases in which t he trPnAact1on involves a 
foreign exchange oper~tion. Moreover, l ioenses under 
t he e xchange control are freely granted for operations 
alleged by the e.oplicants to be related to commercial 
traneaotione. This provide" a wide open loophole for 
t he transfer and use or Axis funds . 
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The Under l.uniater or Finance recently aald thet 
arrangements are being made to present a legislative 
orcgram to the Argentine Congress when 1t conve'nea. 
In view or the attitude or the Argentine Presi dent 
and the oonaervat1ve ooalition, however, it is very 
unlikely that any effective control will be adopted 
1n Argentina. 

Conclusion 

238 

We cannot dep end upon the Argentine government 
to cooperate with us and close these serious gaps in 
our o rogram or economic warfare. The lack or coooera­
tion that Ar~entina has exhibited in oll st@gea in 
.. t.ioh 1t could have cooperated with the Un1 ted Nat ions 1 

~rogr~m or economic warfare leaves no satisfactory 
~lternative other than to oroceed with the ext ension 
of the rree~ing order to Argentina and ita nat ionals. 
We would or course take auch steps under the freezing 
order as would permit the carrying out ot legitimate 
Argentine trana~ctions. Thl.s could t P!-:e the form ot 
t he 1aauanoe or a general license covering Argentine 
t r ansactions, modeled along the linea or t he general 
licensee relating to Portugal, Spain, Sweden, ond 
Switzerland. 

The extension or freezing control to Argentina 
wi ll have a wholesome effect not only in ita part icular 
relat i on to Argent ina, but also in ita relation to our 
whole orogram or economic warfare in Latin America. Aa 
i ndica ted in the attached memorandum relating to the 
exoerienoe or Treasury representatives who have recently 
vis ited Latin America, most ot the Latin American 
reoublice are not giving ua their wholehearted coopera­
tion in the field or economic warfare. The application 
of rree~ing control to Argentina will demonstrate to 
all Latin America as well as to Arsentina that the 
United States Governcent •means business• nnd takes 
a serious view or the !a1lure or •nY country to render 
what ever assistance 1t is in a ~osition t o render to 
the United Nations 1n th1a war of survival . 
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S 1 r 1 .lth.a.Uonl Mr. J'rl!!k D1otr1oh 

a.fore.a.oe 11 -.de to tu !re.....,. Depar\ .. D.t'o tolocru 
elated April 17 , 1942, -thor1aiJic Nld i.a.otNCtillc tho J'odorol .... ..,.. 

Bollk of lov York, aa fioool ep.a.t of tho tiD.ltod Statoo, ill ucorclallco 
vUh inotNCtiou rocoiftd 1>7 tu !roaa111'7 froa tho 8oY1oi .Aabouodor, 

to ulco arrao.pMnh vith tho Bonk of Oall&cla to trAJioohip about ton 
tono of &Old, arr1TiJIC 1.a. llalUax about tho aiddlo of qril, fro• 
l!olUax to lev todl: and dlpoait tho pld ill tu t1D.Uod Sta\oa .Aaaq 

otfioe at lev York. 

In -rclalloe vi\h tho abo't'1Mil\1oud tol ocru, arruc-h 
wro aedo vi\h ibo Bollk of Oonada lll1ore1>7 tu lll)ld Yaa trAJiaabippod 
from Oonada Yia llailYq .Jb»roao J&e1!.&7, I1100rporatod &lld dolinrod to 
tho Ullitod &tatoo .laaq Offioe at lev York on J.pril 20, 19112. .t.t tha t 

t'-- tho &Old Yaa dlpoaitod 1>7 uo, aa fiacol epnt of tho Ullitod Statoo, 

ill tho .laoq Offioe f or aaoount of tu S.orotar7 of tu \'roaaul7 of 
tho til>Uad Statu 1>7 order t4 tu OoTtrnMilt of tho llllioll of Sonot 

Socioliat kpul>Uoa, 

Vo are DOV ploaood to infol"lll ;rou that, on Mq 5, 1942 w 
rocoiftd a llnitod Statu .looq Offico chock ill tha UIOUilt of 
$11,250, 136.53 dr...,. to tho order of tho J'odorol llooo..,.. Jollk of loY 
York for orodU of tho Socrot&J7 of th o ! roaauq-lpeciol .t.oeout in 

pqaont for \ha abon-•nUo•d pld. ~- to our tolopholll 
COilTOroaUoll ,.oatorda7, .,., aa tioool acont of tho IID.lhd Statu, 
orodUod tho Soorotar7 of tho !roAftl'J'ollpooiol Account Oil our book& 

$11, 250,136.53 and aado tho appropriate ontrioo 1.a. tho tr&llOOriJ>t of 
tho S.orotar7 of tho !roaaU17'-Ipeoiol .lcoount to rotlaot tho 1('+ of 

ou por olllt char.- of $28,126.4o aa a hand.Uoc dl.ar.- oil &Old• 

Oil .April 27, 1942 thio baDlr: J'!'id to tho Jailyq ~rooo 
.Ac-ne,., llloorporatad 1.a. loY ton:, $26, 11115. 14 roproaoatillc ohippillc 

'"PP""'" 1110lrrod 1.a. oolllloo\1oll vi \h tho aoYO-t of thO &Old frot1 
l!olifaz to lloY York. a.iaburoo•.a.t Yaa roooiTad 1>7 uo froa tho Stato 
B&lll< of tho v.s.e.:a. 1>7 dobit to U a aooount o.a. our booka oa 1110' 2, 
194;!. .l oow of thO llailvq IJ;proao A.-.11.07 bill to.-thor vith oopioa 
of tu oablao ox~d vith tho Stat• Jollk of tho u.e.a.:a. rolatin 

to .,io it• are coloood. 

.lloo onoloaod for 70ur fUeo, are copioo of tho lottora Hilt 

b;r ... to \ho Ja.a.lo: of O..,.da, ~ Md to tho llnitod Statoo .la­

Offico at lov York rosardi"' tho aboTI-.. Iltio.a.od ohi~"'· 

'lho Boaorablo, 
!he S.orotar7 of thO ! roaRJ7, 

J.oapootfv.ll;r, 

(Bed.) II, L. laatord 
11. L. laatord, 
Maoacor , J'oroip Dapartaaat. 

Vaoht,..ton, D, c. 
111• • C</p7:1ao l5/7/42:_ __________ _ 
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(876) 
(a.llo~ 

.t;eru 2bt, 1942. 

M hdartl. :S..aan. l!pl< of :raw York, 

33 Libartz Street, :raw York, 

PepeDt of billa required Wi\hl.JI 
.. .,." (7) ~· attar date rendared, 
It oztt char .. • are aubJect to t14,Juat­
MDt, return the U••• Uductl.nc 
t.h .. froa total blU &114 raaU the 

!o li.ULV.AI liXPIIISS AIJEII()J 
Incorporated 

Deu.,.,. Sheet 
or Roce1pt l'o. 

6~ l!rot14"!l, 

(Cltr 

0 1 '+/16~ 167 bo,..a Gold l!Ulllon U, I. Talu. 

Copz:lao 
5/7/1+2 

$11,25J,20J,78 l'roa t.ha l!allk 

$2o35 per $1000,00 
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8\a~ :a.Jt IJf the 11. a. s . ll, 

Ia M oordanoe with re'lll••t ...,.. 1>7 7"V •baoq ill 

Ve&hillc'oa \b.ro...,. UnUe4 Statu !reUOU7 Depal'1:•nt ploao• 

oal>lo bow re1abv.ree•nt to \hio l>allll: 11 to be llad• for o:r;preoo 

ahar&e• eiiOWlUIIIC to $26,1145.14 inourro4 1>7 ua on llhip•nt of 
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DOCIIl. OA'l'O'tM 

Mooaov, llq 1, 1~2 

P~ral ........ ~ of ..., York 

...,Toft: 

llo,22 

'111\b. ... feraaee to 10111' oa'bla of .April C!4 charca 

ov aoaout ,. to ,.,v .. l.,.o t26,1145, l~. 

State laok of 1a>o IJ, S,I,ll. 
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April 17. 19'J2. 

!U ...... \al7, 
._..of O.·=fe, 

Ott--. Oe·eAe, 

:a.fareaoe 11 -.4e to ov \el.P,o• eo .... nauoa w., 
vi\h Ill'. !u\: Npz«!JIC a lh1}lMili of ,.pprozia\alJ' 10 to11o o:t 
colcl llhlall 70'11. 84'1'111 1o - llll'Ov.h fl'Oil a o-cliaa oao\ ooaoi 
pon \0 lloaireal 'f1a CaaeoUaa -.uoaal .la1l...,o, ooao~.cMcl \o 
\he hcloral :a.11ne llw>lt of llov Tork. 

,..._, \0 laail'l&oiioao reoa1'0M 1>7 'Ill fro. \J.. u.s. 
!Haot.J:7 ~· w, ao f1oc.l OCOIIi of lila ~Uicl S\a\eo, 
voulcl pa\lJ' ...... 1&\1 u it ,. .... wolllcl arraoco for \Ill ........ 
lhi}IMai of \hio coU. ill 1>0114, \o llov Tol'lt 'b7 all rail I'Oilh 
ooaoipcl \0 \!.. hcloral :a.oane llol'l< of llov Tol'lt, oaro of \M 
Uni\acl 1\a\eo .u.., Oftioa a\ • .., Torte. 

.U ecz'llcl vi \II Ill'. 'hill:, \he &olcl 1o ao\ \o 'be 1nlllJ'Icl 
'1>7 70'Il &114 till rail..., llq)NII ailar&el vlU 'bl paicl 'b7 Ul 1:Q?OII 
arr1...:t of \ho plcl ill ••v fork. IN.tll roopao\ \0 \he Talu\ioll 
\0 'be pl_. oa tile colcl, IA4 ill \he all-11 o:t arq clofilli\e 
iatora\ioa. VI toel'llcl villi xr. 'hill: •n a \111\aUTI fi&UN of 
$10 0}11,000 1J, S, ovraaq ou!oJaa\ \o rocl,juo\ Ma\ upoa cla\a...U.. 
Uoa of tile Mlaal ~ of \he colcl noli'OM, Bow•rer, ill Tiev 
of Ill', """' o 111tonaUo11 til a\ lila lh1pMa\ ooalio\o of 167 -•· 
VI llaw N'fillcl tlla aoilaa\lcl TalUI 'Gi)wvcl \ o $11,100,000 U. S, 
IUn'lllq ar4 110ulcl oqaeo\ \hoi 70'11. cloelan \he lh1pMilt \0 \he 
e:~pNoo 1011parq IIi \he 111t1oer ficUre IOl'bJicl, of OOVII, \0 
roclJv.ot;Mai, We _...,.\arocl tv\her tllai al~ \!.. col4 11 
eJPIO\Icl \0 arnw ill lloatreal ill iJ.. t10rllillc of JprU Ul, 70'11. 
viU &I'1'MIII \0 haw till plcl \ruolh1pplcl IC \hoi 1\ vill l'IMil 
llov Tol'lt oa 11n4e1T, .April 20, l!ji!Z. 

• lllululcl ,.pprec1a\e 70v.r Ml>AiiiC \0 ue arq clo....-b 
•1& 70'11. ~ rooa1w ill •-ilea villi \hie &~a\ -' rocl'fi .. 
lac 'Ill • -· M pooli'bla of .., tur\har ui&Uo ilia\ .., •­
to 70V •• , •• ,1011, 

PliUI MOIJ\ ov.r \balll<l for 70V aooparaUoa ill illio 
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lbo IIQIUla ....... , 
Va1U4 ''-'•• AIIIIQ' Otttoe at lov Tol'l<, 

lev Tolll<. lev Tol'l<. 

Val\e& "a'-• lreaftl7 D.paraaal, w, u flloal ... ,.., ot 

U.o Vlllte& ...Wa, are to&q 4oUftJ'iJic-. 701& U.. fol~ 

iliiC .. 14 f or -• of U.. looro\~ ot \lie frea11117 of 

u.. uaue& 1'-w• bT or4or ot U.o GnaJ'UIIa\ of u.. Ulltoa 

of lnt•• loolalla\ a.pv.bltc aa 

lo , of 
Oaa•• 
16T 

l o, of 
...!!!:!.... 
I)) 

latA to Ooatata 
J1u OUuoa 

Talua a\ $35,00 
:per 1'1• OUua 

$11,253,203.78 

Wt ...,...r•t.u4 "'-' U.a rra.....,. llepaJ'aollt vtll 

t~~rat• 70" wUb lao\ru.cUou rapJ'4iac \lie 4hpoa1Uoa of 

\lie abo-Uoao4 ID14o 

11. L. lalltort. 
......,.r, Joratp l)epar\8aat, 
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OOri 110. 13 
8Rl'f!SH lllST SF.&REr 

(U .S . S.'X:RU) 

r..ro ..... ucn received up to 7 1..11., 6t.h JltO', 1942. 

l. !!.:Y~ 

No 1nfo"""tion turt.bar to Oi"''EL tlo. 149 . Up to 03pturc of 01!".00 

SUAREZ, rronch loaeea woro 1 aubcnarine, 1 sloop, ) ticht.oro o.nd. a nuobor of 
' 

l\iroraft probnbly daetroyed in banpra. 7 or our airorGC't Loat tt.ntl ono of H.W. 

Corvct to a dDJMgod by adno. 

5th. rive of H.K. destroyers onga&ed four .._-norq £-type boe.te Jlorth 

F.ut or ST. VALERI. One onc.;y boat was so. on tiro &nd probobl¥ l\lllk, ..-lndor .. 
r'u.!,Ced and ro1.lrod behind a.:>ke screen. Throo ah.ipe or an outa.rd bc:M.lod ccnvoy 

to fJJSSU have boon aunl: by torpedo u re....rt. 

). !IIL!TA!IX 

Jl!!!!!la. British trooP" rcporto<l 1n action to the llorth and llo•t or 

l!A.lDALAY. Ch!nooo trooP" fighting north or LA.qlf!Q. 

SOUTH TIEST ~ACIF!C . UneontinoO<I roporto indica !.<I th.'t "l'ULAGI 

(SOI.oi.IOII ISLANDS) m&y hove been occupied ITt tho J&pencso. 

4. AIR OPEI!ATIQNS 

!!i§T>l1N Fl!OIIT. 4th/5th. Owins to hoevy cloud, raw a ircraft wero 

ablo t.o locat-e STtrM'GAR1'. 52 too.s or blgh oxploetvo and 1neond.iar1ea were 

c!ro>Pid on c.bl t.a.raot a.reo. orr NOl'YC'Jian Cot.et. a ),000 ton voasel was da.a&ged, 

aM, ott TERSCHliLLDCG, ll. 51 ()():) to11 vessel •• eot. on tiro aM anot.ber SGall 

Yeao~l duapd. 

5th. u Bostocu ware despatched to nttaok to.rrt.e at ZliEili!IICGE 

and t,tLLZ. About. L80 Spit.riros providod eaoor-t. and oarriod out. offensivo opera­

tlono . A enolfl f!abtora !loatro't~lJI...,.~bQbl.J doat.l:a)'Jid ll.Od 3 d.a.maaod. _ ... l~o•t 

~ Sp1ttl~oo , 2 pilots o4fo. 

5th/6th. Airc....rt dosp6tchod to - STUTTGART 41, !1loctr1e&l 110rlto 

PlllilU!I.CH )6, NAtlT£8 19, SC!!IPOL aerodrome 4, LMI"loto (PIWICB) lQ. 4 eircreft 

aro alaal.nc. 

!!o!lt.L1· S.t-"'""' 2.01 p.a. 4th Mil 2.40 p.a. ~th, l~ tx.bore &nd 

50 tlptera attacked. OUr Cighten dosuoyed l and anti...Uroratt daapd l. 

Ono Sp1 ttire !.oat. 
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Dear Coleol Jlu\1Ju 

Oil \oh&lt of Soorot&rJ 
llorgantbau, I oa uklla.loa.rl.Jic ro­
"lpt ot JOV • .....a- ef llaJ 1 
rtquaat1Df tho ro\un of tho report 
' O'blena\ ... u4 ... _.aat~ 
• rar Iuton o,.r.u ... •, a lola 
1a nolaao4 urowitll. 

Mr. )lor gata.u will lie 
latereat.a 1a rooolYiac tho roYlaol 
,.port whlll 1\ 1\u lieu o..Pot.a. 

lowa alaoorol.J, 

( Signt~dJ H._ S. _Klotz 

•. s. nob 
hlnto Soorotar,. 

Lieut. c.1 ... 1 t.•.JI&rtla, G.s.c., 
1otl.ac Cblot, hr Ju\on lnaola, 
ll1U!&rJ latalll&lllOO Dirlal•, 
lar Dopert.at. 

o/ 
248 
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!a at 

WAR DEPARTMENT 
WNt DEP'Nn'MDIT ODIUI:'L. rrMP 

...,.AliT I~ ........ .. ·--
249 

llq 1, 1942. 

tm.IOIWIDUV FOR S!X:Rl:I"ARI OF 'IAI\1 
ASSIS"riJIT CIIIEY OF S"r.ll'P, G-21 
'IAR PLlHS DIVISlONI 
OFFICE 01' IIAV.lL IlltBLLIIl Ell:: II 
GIIOlJliD l'O~ES 1 

IftELLIG£11:1 GI100'P I 
cHIEF or surr1 
CHIEF or ARIII .llR FORCES 1 

~OF mllSURI1 
BIIITISB EIIPIRI BIWICB1 

Subj ect: ObaerYaticna and Reca.oendations on 
Far Eutern Operat ions. 

The author of tbe u11orandua tor John J. llcc1oy, 
.l.aoiatent Secretary of 'lar , dated April 20, 1942, boa r equested 
tbet all copies ot the above in your pooaeaaion be returned to tho 
Far Eutern Branch, 11.1.s. .1. 11ore complete document on the same 
subject ia being pu.bllahed. 

'!". 11. IIARTI., 
Lieut. Colonel, G. S. c., 

&ot1llc Chief, Far Eeatern BraDoh. 
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TO 

TREASURY DEPARTMENT 

I NTE .. OFFICE COWWUNICA TION 

Seoretery Korgenthau 

llr . Kuarok 

iJt 255 

SubJeot: Monthly Report: 
ln Aprll, 1942 

Royal Alr Force Bo~binv Activity 

1. Bo~blng aotivlty or the R. A. P. ln April 
wee several ti~ea more intense than during the 
winter ~on the. The loss ot 1}2 bombers ln April 
in the night raids was likewise several times 
vrester than the winter monthly losses. 

2. April wee the first month einee l~et 
summer that the R.A.P. daylight act ivity hae 
been noteworthy. Daylight bombing ls atlll done 
by a relatively raw li~ht bombers: on en average 
day, 24 Douvlse Boston and 8 Hurrieen~ bombers 
are aent out, sooomosnied by ten times their 
number in fiqhtere. The lArgeat number or R.A.P. 
fighters eng~ed in ottenaive ~otion in the wa r 
to date wee on Aoril 30, when 750 tivhters flew 
over France. 

3· A total or J,OOO tone or hiRh exoloeives 
and incendiaries were d ropped ln April on Oerm•n­
Europe. 
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Louee 
durincr 
ll.oreh · 

I. Loaaell 

II. 

R.A.P. bomber losses i n 
n1crht rs i de over West ern 
Europe 132 

AnBlYRiS or Ta rgetA Att11oks during 
April 

Ports,dooke,shi pping 33 
Industri al pl~nts 20 
Ai rdromes end seaplane bases 19 
Oil refineries, synthet i c 
plsnt~ and tBnk farms __l 

• Total or sbove 73 

Lea4ing Cities Attacked Attacks during 

A. Germ~tnY 

Cologne (industri al center) 
Bremen (port ) 
H~mburg (port) 
Emden (port ) 
W1lhelmsheven ( oort) 
K1el (port) · 
llannhe1m (industrial center) 
Berlin (1ndustr1Al center) 
Essen ( i n4uatr1el center) 
Ge1eenk1rchen (synthetic oil) 
Hsnover (eynthet1c oil) 

Totsl or ~bove (11 o1tiea) 

B. Ocouo1ed Areas 

Boulo!fne (port ) 
Brest (port) 
Ost end (port) 
Calai s (port ) 
Plush1ng (por t) 
Lor lent (port ) 
Paria (1nduet r1el cent er ) 
Trondhe1m (naval base) 

Total or above (S c1t i ea) 

C. ItAly 

llaplea (por t l 
Turin (1nduat r1al 

Total 
center) 

April 

4 
0 
2 
0 
0 
1 
0 
0 
3 
0 

_Q 

0 
0 
1 
0 
0 
l 
3 

-' 

0 
_l_ 

10 

7 

1 

1,633 

Tot al number or 
attacks 1n 

w.or to MAY l , lq42 

1,566 
937 
899 

~ 

Total number or 
attecks 1n 

war to Way 1,1942 

101 
87 
S7 
72 
61 
59 
57 

~ 
43 
~ 

7M 

120 
107 
103 

~5 
5a 

_ _ 2 

531 

24 
~ 

38 
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TREASURY DEPARTMENT 

INTEit OFFlCE COI04UNICATION 

OATa l!ay 6, 1942 
To Secretary llorgenthau 

•~oM Mr. Kamarck 

Subject: Summary of Intelligence Reports 

Political Situation in Axis Countries 

The Britiab Political Warfare "&xecutive analyzes the 
present situation in the Axis countries aa follows: 

! • Germany 

Ths acute internal conflict in Germany is now producing 
serious divergencies . The Nazi Party is being g iven increased 
prominence . Hitler has definitely cost his lot with the Party 
ex tremists and is now doing everything to strengthen the Nazi 
Party organization . 

The internal s ituation in Italy has continued to deter­
iorate. The fact that t he Fascists are anxious is confirmed 
by the greatly increased jamming of foreign broadcasts . 

The recent meeting of llussolini with the regional Pre­
recta was probably concerned with food problems . The con­
ference r esulted i n a decentralization or power to the 
Prefects which evidently is intended to aecure local solution 
of the f ood problem. This development must be taken as an 
indication of the breakdown of the Faaoiat national system. 

The rumors of a political crlsia involving the king are not 
as yet substantiated. 

(Political Warfar e Executive, German and Italian 
Directives; C. O. I . Cable , Nay 1, 1942) 
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HGme Opinion in England 

According to the British Home Intelligence Report, 
British home morale has improved considerably . The Commando 
and R.A. F. raids are credited with lifting England ou t of 
the depression resulting from the Far Eastern defeats . A 
dominan~ note ia expectancy, ranging from "more active 
warfare in Europe" to "firm conviction that this year, we 
will invade the West . " 

"Russian talks and films are still the major incentive 
to increased production." 

(U .K. Home Intelligence Report, C. O. I ., Way 1 , 1942) 

R. A. P. Activi ty 

On Saturday night, May 2/~. 96 R.A.P. bombers were sent 
out to mine waters in the Bay or Biscay and the Baltic. These 
planes laid 2~8 mines . (This operation ia a notable one on 
two counta: usually onl y a few bombers are sent out sea­
mining instead or a major force, aa in this case. The number 
of mines dropped in this one night is almost double the usual 
weekly average or 150 . ) 

(U.K . Operations Repo~ts , May ~. 4, 1942) 
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