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•peo1.fio&\1GDe •r• reM 1TM. -

15m 112• _ !:llf"d!C AQ1M MD em 

J.,OOO,OOO 8qWU"e .-..eM!"& 1D 8q\l&l -\Ill¥ 1Dot.all­
MD\I, oubJ•\ \o -r U aUaUODo u o\a-
11> lt. 6. -

'tee *'· - CQIIPPP 'A'M <••pta> 

- t. ~--· 2.1,0 &loon .. 

2.1,0 &loon- 1a eqll&l -tlllJ ~--. -
SECR r 

32 

Regraded Unclassified



Jl.lU\Ut t. ,. l.. €1 t uc. r ..,.60 , JVu, v;.., W!,l''tJI 

~\l~•n""'~ upou iw·t.ner Gi''- l: ~ 1 .. 6L • .,:at. . -

33 

8EGREJ 

Regraded Unclassified



SE 

__. m. -UWI .. •••••t.te&•• - IW .... IIIWI IWDIII!il• 

.. RPlW! ep !SPIN • eev•:r 
- t1o1a e 1 ,., ta. v.a.a.a. ...,. • a w 
2l .. ......,. l- .. ss ~ 1-. • .. ... 
- pUau ot .. 1- ... t ..... ..a.., ... 1-

"'l.....w SMl ... laqa -- ot .-l"-1 
-~ ... .-l\l~--.u.-.. 0- b•'f1 .... ,.,. 1\ lllq .. ,...S.llle .. 
~a r .. •1w or - ot ~ 1-.. ,.,_ ... 
MS,p\ ot OJI"itl-\lCIOt U W &1- .. _,... 
lo oo.altAM\ or r eaa•e daU.. - '- -.r'.e •• 
\bla \1M, ~ u t ..U..1 

ll&Uo 
""-la 
Axl•• 

l!egut ..... 

240,000 ~ODI \GOt 
)6, 000 M U 
60,000 \alt. 

ltr 

216,000 ~--
12, 1)00 M W 
~.ooo -s.w 

It lo bd1n..S t11at the fore101A~ oon be u de a~ 
~hlo in . ,u.J. <Jootlll.y !netal.J.gent. at .., ... \welttb 
of tho ann...U. r a te . ~·or " ~le\ ol' all lt·•• -
i:'roqa ::1 o t' Rt;;•tirwflllt! euba1tt.4 by t h• 'J . ::;.s.R. 

-
Urwar t.h1a c.at.e~ry t:tc u. s , C. ft . t .. ~. r...ue . t.ed 191 
1t.. ~a tor Llt!O~:tt au<i open he~ ... ~ !\U'D.lloee, B• • o.• :::• r 
convertorG, coke oven b&ttArleG, r QUillb oills, 
turbo :;oaer!'t..Jr unit a , boiler 1nat.cll:.t.1ous, and 
t-w·OO bt~Jw•r_.. Th• wlue uf tJ\• l'it<. 1Uud.~ hu• 
t>e.n ~~tatiro tod ~· t.he U . S.~.R. nt ,1.;!01000, 000 
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aftllable t.o 1he ~ of So'riet SooJ.al.lo\ ,.J'IIbUN 

\be tollorinu aGheclule or ot.o .... troa t.be per1oc:1 e\arU..Ilc 

lul.T 1, l 'i42 t.o J_.. 30, 194), Yor oeMaJa U•• \Ill 

of~er11•o!• o• t.a.e UloJ.Wd S\1\oa .,., \be UloJ.Wd c s • .,.._, 

an<l appec>r " - • CO&tbineo tii,UI'e in t.lwo odlenulel ot 

,. . 
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1 t.e~ , l . - Alf-.Ctsail 

~00 fl~htora ~.onUuy for l ... t o!Jt _,tho of 1942• 
Tho U • K . Go'Rnlll., L • OllllDO t o. t vroo .. t IIAclenAI<e 
t..o 1ncrN8e t h e preM.nt. quo t.Q Of 200 a l rer&ft a 
_.t.n, but. tho ul.ot ing , uot.. ratio wUl bo ooo­
Un uoa t.o t.llo encl of t.llo y oer. Tbo u. K. Ooftm­
•ea.t cannot. for• ... t.he •1t.\la~1oo be)'OD.C1 u_,. end 
~i l 942, aucl i ta abU1t,y to ooatinu. or 1ncroa10 
•"lll'li .. o~ fi.,nwr• wUl do,>enc """" wo roolll t.a 
o1 \llo 1nteno1t1od '1r fi&bt.illi 1n t.ho lloot of 
..u.rope durin& tbo pro.-.t. yoer. -

ltW\ 2. - T*'fl' 

<~ mont.nl7, 111>t.U DoMabor J l , 1942· H is hoped 
that a oo•bino<l offN' or l , OOO _,U113 oao bo _,. 
by a joint ~-t ~ tho u. 1> . onci u. l, tor 
th• nrot It _,tho or l94) . Buio or &ll.ocaticm 
to i>o decided at " l .. ter elate . -
~ 2-pclr. _,t.nl7 with .-..1uoc. ~ 6-pe. 
-.t.nl7 w1 th .-mi tioc. -

-
u .. ·a. - "'P CAR1Uw 

-
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SECRE 

C• r W1u nan.l ~~~!Jlie&l h~\Y• l»en pro&11eci e 1DM 
!'\•ot4c""l td<!. t.....c=o . .JP :J~c. ... c 'l'l'!ll be fulfilled. 
IO\l<n~i•1o• .Co.l.l1nt: w1\<11n ver1oa ....t'\er JWle, 1942 
\Ill •ll COOl~et.ed. w-e1 

I t.te 1 . - y;;JU.iKV!tR 

-
I'M J, - fillB.WW.• u'T .. •P.AfaJ:: j1Aft&R! ts 

8 , plua one spe.re bi\'JT••J. por gun p•r t~onth 
o\ert.1n~ 1n Alli,llot.. -

c. l 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

June 9, 1942 

KEilOIWiDUll TO THE SECRE'URY: 

There h IUbaitted herewith the operating report of 

Lelld-Leaae purch&eee for the week ended June 6, 1942. 

ETer7 effort ia being .ade to cooperate to the ut­

most in .&king cargo available for the increased ship­

ping echedule for the Britieh and the Russians during 

the ·next tew aonths, 

It ia expected that there will be an increased num­

ber of ships to be made available to the Ruasiana for 

Lend-Leaae ahipaenta thia aonth. It 11 indicated that 

fitt7-four ahips will be pro'flded tor Jul7 to handle 

Ruuian cugo which will alaoat t riple lfa7 shipping ot 

about twent, boata to that Countr7. Likewiae, we are 

cooperating cloaelJ with the Britiah to provide cargo 

tor their propoeed inoreaaed ahipping achedulea due to 

utilisation o! transports. 
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LIND-WSK 
~ TR!l.SURY DIP.lRn!BR'l', PROOURBKKBT DIVISI<If 
lt) ST.lftllENT (]t AU.OCATI<liS, OBLicaTI<liS (PURCB1SES) !liD 

lm.IVERIIS TO F<J!BIG!f GOVKIOOIEBTS i'l' U. S. PORTS 
iS OF .JURE 6, 1942 

(In llllliona of Dollua) 

idal.niatratin Uncliatribuhd & 
'l'ot&l U. I. Ruaaia China 

~ 
IIIaeelianeoua 

illooationa ~-5 rnr.8 rnf:6 nr:7 f 646~B .S) 711.6) 4) 2) ) M8.5) 
Purohaae iuthoriza-

tiona (Requiaitiona) fl023.4 t 675.4 $ 295.7 f 46.7 t 6.6 
1012.6) 678.9) ( 262.0) 45.6) 6.1) 

Ra1uieitiona Cleared 
or Purchaae $ 974.0 t 658.4 r 263.5 t 45.6 t 6.5 

( 945.6) M0.2) 255.2) 45.8) 4.4) 
Obligations (Purchases) t 932.7 t 640.6 $ 248.4 t 39.1 f 1.2 t 3.4 

912. 5) 626. 5) ( 243 .0) 39 .1) 1.1) 2.8) 
•DeliYeriea to For-
eign Go.arn.enta 
at u. s. Porta f 402.8 f 321.5 $ 60.4 f 19.2 $ 1.7 

392. 7) 312.4) ( 59. 7) 19.1) - ( 1.5) 

*De1iYeriea to foreign goYernaenta at U. s. Porta do not include the tonnage that ia either in 
storage, 1 in-tranait1 storage, or in the port area forwhich actual receipte ha.a not been re­
ceiYed froa the foreign goYernaenta. 

Note: Figuree in parentheaea are ' thoaa ahown on report of~ SO, 1942. 
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BIPI.lN!TICti OF CIWfGI 

Purchue 1uthoriutiona (Requhitiou) 

The decline of $3, 500, 000 under Purchase 1uthori&&tiona 

(Requisitions) for the United Kingdom-it due to &djustments 

between estimated v.lues &nd &ctU&l contr&ct Taluea. 

Regraded Unclassified
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TREASURY DEPARTMENT 

PROcUREMENT OIVIIIOH 

WASHINGTON 

I.IEIIORA.NDUM TO THE SECRIT.lRT 1 

there h aubaltttd h..,nith tbe opn•tliiC report o! 

53 

tea-Lea•• purohut1 for tu wek ..... .111M 6, lNI. '• 

EYtPf effort la belac ... e to cooperate to the •t­

:roat lD -.klllg Ol.l'go anilable for the lncreaatcl eh.lp­

plng aohadule for the Brltiah au4 the Ruaalana durlac 

the next r .. .ontha. 

It h upectecl that there will be an lDoroaiea nu­

ber of ahlpa to be .. ae aYallable to the Raaalaa1 for 

X..Dd-t.aae abipaah thh -th. It la 11141oattcl that 

flttJ-fOUI' abipa will be proda .. for lalJ to hun• 

Ralli&a oarce 11blch will abloat triple .., U.lpplltg of 

about twutr boata to that COIUltrJ. LlbwiH, w ara 

oooperatlJIC olo11}J with tha BrltlU. to proYlb cargo 

for their propo..a lnor .. ..a ahlpping aobtclulea aue to 

utlllaatloa of tranaporta. 

-
Regraded Unclassified



l'PWeMM &atMPl-­

total 
1l'f00.6 
(1700.1) 

u ... ( .. t'lllltl .. ) f1011·· 
lOl&.S) 

Raulal u .. ClMPii 
tw Pea r=w • "'·o < Ma.e) 

Ollllptl ... ( ......... , .... ., 
( 111.6) 

eDell..vlta te ,.,._ 
•lea Go"• ata 
at U. s. Pwta 

ft:, 
f '"·' 1'18.11) 

• 668 •• 
( N0.2) 

t MO.e 
( •• 6) 

au.u 
f ::::, 
f :56.7 

282.0) 

• 211.5 
( 256.£) 

t MB •• 
( 241.0) 

• eo., 
( 68. 7) 

~ 

f ::::) . "·' ( u.s) .. , 
< u.s) 
• 111.1 
( 18.1) 

Aaa1ahtrat1w m· 
----

•·u 
( 1.1) 

~ --

f 
f 
f 

t 

e.e 
e.1) 

e. a 
··•> 
••• •·•> 
1.7 
1.6) 

eDellwrl•• to ftNla ,.,.,_ta at u. s. Porta ao aot btl• tile tC~~U~ap tUt la eltur la 
attrar• •la-trauit• ato ..... , or lathe port uta forwhlth aotul NH1pta haw aet lltaa ,... 
aolw f..- tJae feralca ,.,. ..... ta. 

lfotl1 FlPNI lD paraatMHI IPI thoH lhoa Oil rapOPt of llq 10, l iiU. 
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ParohaM Autllor1at1ou (bplelU .. ) 

f bi uolJ..u of $1,600,000 uaUP PIIPohaM iutJaoplaatlou 

(Requhitlou ) tor the Ultlte4 ~ 1a cbae to uJutMilh 

botwetll oatlmatea Tllute &a4 actual ooutraot Tll~a. 

Regraded Unclassified



Dear Henry: 

THE SECRETARY or STATE 

WASHINGTON 

June 9, 1942 

Thank :you very much for :your note of 

June fourth enclosing a copy of :your report 

on •wartime Tax Avoidance•, vh1oh I look tor­

ward to examining with great interest. 

I greatly appreciate :your kind t hought 

in making it available to mo . 

Sincerely youre, 

The Honorable 

Henry Morgentbau, Jr., 

Secretary of the Treasury. 
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Dear Heftl"¥ 1 

THf: 8f:CRf:TARY 0" THE INTERIOR 

WASHINGTON 

June 9, 1942. 

57 

I appr.ci&te your courte117 1n eending •• the r.port that cue with 
your note or JW>e 4. 

Hon . Hen17 1/orgentbau, Jr., 
Secreta:y ot tbe Tre&eur7, 
\Tubington, D. c. 

Seor.tary ot tbe Interior. 
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~SECRETARY 0,. COMMERCE 

WASHINOTON 

'flwlb tor ••41DC .. a 00111 

ot ih• npon on wartim• !ax AY014aaol. 

I allell M illhM8te4 1m J.ook1 Dl it 

Oftl'. 

B=ozoable HearT Korsc,lll.u, h. 
S.Ol"flarT ot ih• 'l'Mulll')' 
Wo.ahl,.-, D. C. 

• 

Regraded Unclassified



<l)Jiia .o!.tlft~CI.eunai 
..... b'!lln,J.Qt 

June 9, 1942 

Dear Henry: 

Thank you for your letter or 

June 4 1 enclosing your report to the Joint 

Comaittee on Inter nal Revenue Taxation, 

with reference to Wartime Tax Avoidance. 

I aa glad to have it. 

Sincerely yours , 

59 

' 
~Jr:>~ 

Attorney General 

Honorable Henry Korgentbau, 

The Secretary or the Tr easury, 

Washington, D. C. 

Regraded Unclassified
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TREASURY DEPARTME~T 

WA8HINGTON 

Dear Senretar,y Uorgenthaua 

llr. Jauo L. Ho"&hteling, clzl.et ot our dl.Y1a1on in tbe 

War S.Yinge Stell, hao been kind enough to show • a ""P7 ot 

t he letter which 1011 wrote the Board ot D1reotora ot the 

National Aaaociation tor the A<IYanc•ent ot COlored People 

t brou&h ita preaidant, 11r. Arthur 8. Spinaarn, 

lltbo"&h :vou are lolrclenecl with 110ra GQIIIIunicati one than 

:rou GaD ever notice, I Ill aold.ng llr. Rougbteling to gift 7"11 

I1J;f sincere thanks for t he eompliaant )'OU paid to ••, and to 

oay tbnt 1 t lll&keo ..., 110re than ever det ermined that neither 

:vou nor he ahall ever regret the Ieith and trust wh1ch :vou 

haYe both repooed 1n - · 

I ahall do w:r beat 1n wbatenr -rsaney I aa placed or 

lind .,a ell. 

61. 
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T"EASURY DEPARTMENT 
62 

INTE .. OP'P'ICIE COMMUNICATION 

TO Mre, l lo t1 

DATa 

Ju~~e 9, 1942 

loro 1o o cop7 of another ., .. orol>4ua 1 aon\ \o llr . 
Pola=d. I beliOTe thio idea boo oon o14ar oble .. ri\, 

A IWIIbar of people in tho e4uooUon !1ol 4, wUh 
who• 1 haYo talked rocontl7, think ouch o otl.ula tion, 
'Port1 CNlarl7 0110114J: oobool cb1l4ron, would no\ onl7 bo 
4te1rable but 1• ueete.ary, 

r 

Regraded Unclassified



Copt of MwruM so M£. Poly4 

Juu 9 , 1942 

'1'0 Mr, Poland 

ROM Mr. Oaor 

'l'OPICz llni10d Wa.r S&•lnco Sturp Boolu olld tho 
loeuo ot SaYinca Staapa In Y&rlod aarlta 

Aa I told you 7eetorda7, I aa con•lncod that tho Yar Sa•inca 
StUDa and Stoz:~p Boolca we nov han lact tho llpnoAl ..,lch would 
othervlae croatly enhance thea to youoc and old and which vould 
tneY1 t1bl7 lead to an 1ncreaae tn ••1••· 

Xoot children do not conaldor tho proaont aturp booko. In 
thomaol•••· aa objocto to bo chor1ahod oxcoptlnc tor tho Idea 
thoy ropr• aont. It tho ataap booka wore 1aouo4 In a way that 
they vould bo objocto of lntoroot In thoaoeheo, they vould 
atlmul ato ttte doelre to ban them tilled v1ttt otftiDpo. We co.n 
z·aed!ly produce etaap boolu OJ\d at8apo vh lch vould h~t•o thllt 
apocial appeal at no conelderablo coat. 

It atomno vere loauod In aor l oo ao tttat youngote ra of all 
ftttl vould eonatder them eollector1' item&, the books ehould 
then be do•lgned In a way th&t vben tho~ are tilled they woUld 
r~pr~aent, t~ thoae lntere•ted tn the colt~ct1ona, complete 
ooquoncoo ot aymbola. Theeo ml~t lncludal a oorleo ot heroeo 
or the prft-cnt war; variou• ranke ln the araed torcea; t70ee of 
tlchtlnc ohlpa; tTP•• ot t1~t1~ airplanoo; etc. 

Since tho nuaber ot otampo bo""'t and tho 1ntoroot In tcplco 
vtll Ylr7 froa peraon to per•on, tt will be neeesaary t.o 41•14.8 
tho boolco In ouch a " &7 u to peralt each ataap book holdar to 
&Oko Ilia or her own collection. In tact, tho pooo1b111ty ot 
mattnc each collection dlttoront alcht bocoao a !eaturo ot In­
ducement. Jor inatance. one atamp bU7er elcht pl•ce •n •1rplane 
horo noxt to tho type of plono In vhlch ho d1ot1n~1atted hiaoolt; 
he may !Ill a ~oc• vl tb Juot air horooo; cr be mar placo on ono 
pat-e one hero ot the eame rank in the Y&rioua aerv1cee. !hia 
can bo accoapllohed If tho IJ'lMOO tcr ot8apl por p&«e corroopond 
to tile number cf dlttoront ot•~e In eoch oerloo. Tho number ot 
combinat l ono pooo1blo al~t be oucgooted vhon tile otoops are 
roloftood, and they would then ha•e tho additional appeol ot the 
quh -- oach otaap bolder attoiDptiDC to tlnd out tho Y&riouo 
combinotlont In which they alcht bo paottd Into tho book. 
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Tho a4nntap ot appoaliD« ota11p booko ad tllo i oou ot otaapo 
ln tlulble oorloo, ~• briotl.;r ouu:enod abo<ro, would baa 

(a) The i oouaneo ot booko and tho appear ance of .. oh 
oucoeooin otaap or croup ot otoJOpo vollld bo tllo 
kind of novo that education journalo and nriouo 
other publicatlono would rol1oh. Thio vould aloo 
oppool to ot"JJP bu;roro froa a nov oaclo -- the anglo 
or the collector ; 

(b) Booko and otllllpo would i n tho•ool<roo boco~~e ot 1ntoroot 
to children and 1101\ adulto, and throus~> til ... the 
uanin« and tho <ralue of the10 lt"JJPO could be con<ro;red; 

(c) Ondoubtedl;r ~· oto~ colloctoro vould follow each i oou 
for tho1r ponunant collootiODo ..tllch vollld enrich tlloir 
eollectiono and l oo<ro tbat .uch aoro 110no;r pormo.~entl;r 
tu the Go•ernaent treatur7i and 

(d) The 110ot i~:~portant <rMue would be th o uoo of booko and 
ataopa as ~n ~ducetional tool ~ro•1414, of courae . the7 
are •ery carefully ~repared with educAtion at a ••Jor 
objocthe. 

I gAthered !rom what you ,,;J that 1'Ar1oue reeoamendationt for 
oomo auob !doe lla<re boon made end rejected. Tho fev objectiono 
~atnet ~uch atamp aeri es which you relAt'd 4o no t aeem to ~ quite 
con<rincinc. 1 cannot oeo anT tecbnicol dlff1cultiea in t.he way 
boeauoe tho Poot Of fice Department continuouoly releaoeo otamps of 
•arloua klndt &nd we hAYe no abort&&• ot artlatt an4 e~aYerw. At 
for the 4Ancera of c.ounterte1tin&. the JP'Offll a taq,a laau.d, the aore 
41t!1cult the task of the countertelt·tr beco•••• rather than eader. 

It this i sn't a elosed isoua, I should like to prepare a d~ 
of what I vould conoi~r a 4oo1rablo ot.-p book wi t h ldeoo t or series 
of sta=po deoigoed to apooal pr iaoril1 to cbild.ron and otOJOp eol lectors. 
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TO 

6 5 
TREA.SURY DEPARTMENT 

DATa June 9,19~2 

Secretar7 Morgentbau 

llr. Iaurok 

u. s. Arme Production in 11117 

1. In Mar , 19~2. the United States produced 
1,888 combat planes out or a total militarr plane 
output of 3,919 planes. While th1s represents an 
increase from earlier months, our combAt plane pro­
duction is still below estimated German production 
(U.s. Army estimate, 2,050 per month). 

2. The total number or tanks produced in llay 
passed the 1,500 mark,(903 medium and 635 light). 
Aooord tng to the War Production Board foreoaat, the 
new objective of 1~,000 medium tanks thil year will 
be eurpaaeed b7 ~.ooo tanke. This would 1nd1eate 
that the new objeet1vee have been -set too low ror 
thie Yitally-needed fighting vehicle. 

3· So tar ae it ie poeeible to Judge, our pro­
duction of small arms is progressing rather favorably, 
as should be expected in view of the comparatively 
eimple production problem small arms repreeent. A 
aiail ar situation appeare to be true in the production 
ot the basic trpea or our field art1llerr. In the 
f1ret five months or 19~2. 6~ percent or the rear' s 
goal or our new light field artillery piece, the 105 
mm. howitzer, has al r eady been produced. 1,052 per­
cent or the year 's object ive or self-propelled 75 mm. 
•ntt- tank gune has already been turned out - - but here 
the objective .uat have been rid1culoual7 low • 

• 
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Table I 

Plane Production • 

Purault 
Llght and medlua 

bocbere 
Heavy bombers 

-Ntrtttl petrel boabete 

Total coabet 

Tralnera 

Ot her milltsry types 

GRAND TOTAL 

May , 19~2 

l,SS8 

1,617 

_ill 

Cumulative Total, 
JftnUAry 1 to NRY 31. 19~2 

3.906 
3,1JS 

725 _m 

S,05S 

• Source: War Production Board, Statlatica Divlalon 
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Table II 

Tank Production • 

Cumulative Total 

Total Kay, 19~2 
January 1 to 
ll,oy 31. 19~2 

Light Tanke 6J5 2.351 

Med ium tanka 221 ~ 

Total 1,5Jil 5,949 

• Source: War Production Board, Statis tics Divieion. 
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Table III 

Production or Leading Ordnance 
&nd Small Arm e It eru • 

68 

YAY, 1942 
Cumulative Total 

January 1 to U&Y 31 . 

90 mm. enti- e1rcratt guns 171 541 
155 llllll . ~rune 35 1111! 

105 mm. bow1tzere 356 1,9114 

Self-propelled 105 mm. howitzers 33 391 
Self-propelled 75 mm. AT gune 206 526 
Army machi ne-guns - 50 cal1ber 3,1~ 11,901 

30 caliber 13,1 1 41!,1!11! 

Sub-m&ohine guns 5b,J84 24~.315 

Garand rirlee 56,41!1 239.531 

• Source: War Production BoArd, Statiet 1oe Div1e1on. 
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• Treasury Department ~~ 
Division of Monetary ROfearoftl 

Date .............................. l9 

To: lliss Chauncey 

FrOtD: L.SI>anahan 

R.eturnO!d for your files. Mr. l\bit.e 

has noted. 

Regraded Unclassified



-Treasury- Department 
Div4eion of ·Monetary Reeearoh 

() 
Date ....... ~.~-~---~.~ .......... 19 4~ 

To: .Iii sa Chauncey 

From: llr. llhite 

The S..c ret.ary should read 

t.his ~elegraa. 

H.D.w. 

0 

•• 

70 
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lftlO!H CODJ-W. 

(IIO!J~ Cll) !MH 11 _h ... llel .. u.. -·-·· at • 
npon Wblah baa ......, raaolft& Ina \be .taerS.. eo-1 at o-
wlU. ,..,,..,, lo tile el\'aaUoa b h....,.. ao illoor1"'4 lo U.. Ceeni 
11;r a Cl..._ uU ..... 1 ..,..... -... \o u.. l.epUoa to lie nl~ 

!he -• aoriou -• of -•v - la'-1 b'oU111 1a u.. 
foo4 prollla, o .... _ .. lea6tn - plaouh lle\ll fearb& U..l • 
poor heneet •Ul. "' f...U..oe.c - u.a• orwpo rill lie _,.,..... 1a 
tile .,._ 11r - aerlal aouoa. ~ fear tllat Aar!.caa­
llrlUeh air raiu w1ll ditevor U..lr cra1a tlol&o •4 IIane. Jw o 
oreUc cootrol !.o ....-.., 1lr U.. ,..... .. ..., ca.pl.ala U..t Uoo!r 
1aclr: ,,.4 fer plaat!.Jip. hotaot .,.u.,... ll.aYo -•u lr f ... leailln 
u& 11- offic!.oll fear to oppoee tlleo• -uop '' •• u..,...., 
afrai4 of ii'I'Uau.ac U.. po-h to tbo poiat of aoU<NJT "'lo'b& 
U.o rocw • ..,_, .-4, flaal- nltalllo 1a11or ••n 'Mir1ac, "" 
Hlltf ..... lie llltpMtl4 fJ'coo lllaai.M )l'oduUoa ...... tllovch tanch 
IIICII1Dol7 1o a...tlalllo 11 u.at .,.. .. 

hrt1Dularq aoUcaa'blo ...,.. oluro ID4 ah114na an tbo ett .. to 
of llllllv.trlUoa, ahildrea ntf ... bc 1D IIJIMlallT h1cb acrtal1V reh 
lD ..... 1011 IIOU.ODI of \lie J.e1cdl, \llln lleioe -tioDo4 IJIMifioellT 
tile liaooatal nci• of...., 1• tiLlo co-Uoa. (Ia U.. ~Uoa1o 
illopo.tah of :- 4, ao. lMIII, tllen ... ropono& a po.'bliebo& latent• 
of »r. Ooatf....loel.cdlo, a po.lllio llealU. officer, ftloll wa illaiciM IYI. .. atq 
to •-al tile llaolo facto - to llrioe ,.....,..._ to U.o 0....... 
pa.'blio lD t.b.o fact of t.b.o 'be& olt•Uoa .t.1clo o'btalao. !!!at ropon 
&ooo aot ••U• MbRv1Uoa llot _,....h .. tile otapo ftloll llaTO lleoa 
telln fer ahildJ'ealo nltlro - opub 1a ,...., of c..tcrt -ro111 
tbo loor -•a11v of 110\b.oro attor oll1Ulllr\ll.) hrl-'> ,r!.Yiloceo 
of ool&len ..... - cna•lT .... triot..t -· tllat Wbllo ~~- oa 
tllrloacb Uooir JI'Ohet..t 10 TOCiforouq aplaot tile foo4 JI'1Y&Uou 
tlle1r failill..,.. upor1•oiac that \Ill Clo<N..-at wao .. 11erroaoo& 
tllon11;r. 
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(SICTIOii ftO) !llo proacUoo of iadut17 baa 'bHo torco4 -
to tho lfai t aD4 MD worlciac upoo MGh1Doo bo.•o be co.. 00 on,_ 
toxo4 an4 ezbau.oto4 that a ot.M of 41oinioh1DC rotv.r110 bao beoo 
r oached. ('thio troll4 wao 4of1111to]¥ roporto4 'tv a co.potoot uutral 
oboonor whooo report waa tr&~~~aiUo4 to tid~ .Doput-t 1D thio 
Locat1oo1 o tolocru of liiiT 23, no. 22111.) !blo Maoo that pluo 
pro4uctioo will bo oorioaalf atfocto4, a oortoua 4o'OelOPMDt t 11 ..tow of plano looooo in llalta ao4 ~o tiSSll which bo.'OO co,.. tar -
7oD4 ODT looooo which bo.4 'bHo upoctod. 

Hitler'• rotlloal to place cortaio untto oo tho Jaotero Jroot 
bocauoo he lnoioto upoo hol4tac ~0111 in reoor'OO to ber a poooiblo 
Buooiao a4nnco ocatoot Ger'IIOZJT io rooootod "tv .....,. laa4ore. !bo 
ro 1Dotat-nt of 7011tho fro. 17 t o 20 who woro w1th4r.,. oo"ral 
100otho -so bao boon aa4o oooooO&r7 "tv ~e abDOnoal ~4 for -
powor at the front. 

'hero io an alarainc fl1&ht troa tho aark "tv i n•oottog 1n roal 
•alueo or co•o4i t1oo an4 the conti4onco 111 tho 001107 otao4ar4 hao 
•an1oho4 (wlth roopect to thio tho Legation c-oto ao toUowo1 
tbo roeont J">Hlc uttorueeo of lwll<, Re1Dbar4t ao4 otbor alni.otoro 
with roopoet to the ooeeooi\7 for cootrolllng prteoo, prctoettec 
aoc07 aartaco and purcllaaiog power &114 diocouraciac opoculaU" 1~ 
•oetaont io OTi4ooco of official rooognitioo of tbie trend. ~t tho 
1a1110 time tbooo opoakoro haTe fornntl7 aoauro4 tho public that 
ultt~~&to tinaneiol etabil1t7 will be reolhod &114 that thoro 1o 
abooluto]¥ no 4angor of intlattoo.) 

It 1a aloo roporto4 that tho Reichab&Dk ud 1D4utr1al ciroloo 
are etud71Dg a boalc plan for rdatiac GeraD, Brittoh and ~rleao 
aonot...,. otan4ar4o following tho war io tho condcUon that l)o~ 
bao loot ~e wor. 'l'boro 1o oloo fooro4 in ~011 cireloo tho rooulto 
of tho tranoitioo period tollowtoc tho war to poaoo tiJDO tnduot07 
froa wor Uao pro4uct1cn. .booc thcuoando thoro 1o beiog footorod a 
growiog ao" for peaeo at ODT prieo, a ocmo which 1o ootoworth7 
putteularlf 1n ~etria and Ba't'Vial ao ~o rooult of a teoltoc whlch 
1o J>erT&&i'OO all pu\7 laa4oro ao4 otupid toUt that Gers&D,!' bao loot 
tbo war, a fooltl\ot wh ich 1o oot atfocto4 b;i p&rt7 propagao4o 11114 
uo4ul7 optia1ot1c ropor te of •icto07 upon tho oo•oral !rente. 'tid~ 
fact ion which obaroe tbie tooli cg bopoo that tho on4 of tho war elf 
bo brO\I&ht about epeo4117 b;i intonoo J.meric&D ao4 British aottoo. 

IWUUSOII 

• 
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BRITISH 1.101>'1' SECRET 

U.S. SECRET 

OPIEL No. 194 

COP! NO. 13 

Information roceived up to 7 A.r.t. , 9th June, 191.2. 

l. !lAVAL 

Submarine nttacics. A 7 ,000 ton BrUish ship torpedoed south 

of FR..t.""roi'o'N on the 7th. By raider. A Greek ehip obelled and bit south of 

~ZkUBI~UE on tho Btb. 

2. IIILITARY 

LIBYA . Tho enemr re111aineJ in fore a in the KNIGHTSBRIDGE aroa 

but no attack had developed up to 1300/Bth. .cinomy attacks on SIR HAK£IIol were 

renewod on the 7th and 8th and heavy figh~inc wos still in progress in late 

aftomoon 8th. The columns of First "outh African Division as well as tbe one 

which roached CHERIIIA havo now been Ncallud. 

3 · AIR OPERATIONS 

l!ESTSR!I f'llOliT. 8th. 12 Boa tons boctbed BRIJGJ':S Docka in &ood 

visibility. The Fightor escort deotroyed tour Focko Polfes 190, proba~ des­

troyed two and domaged nino. 6 Spitfires wore lost but two pilots are sete. 

8th/9th. 198 Bombers wore sent out - !:SSLII 172, DIEPPE 19, Dutch aorodromes 6 . • 
18 aro misoing and one came down in tho oea ott SUFFOLK . At ESSEN visibil1~ 

""" bad and proliminary repor ts do not indicnto a successful attock . Out of 

•bout 25 unomy aircraft opercting off the South Coast, one Junkers 88 was des­

troyed ~ a Boautighter. 

LIBYA . 7th. Our fighter botDbars destroyed or damaged over 

100 vehicles in the KIIIGHTSBRIDGE nrea. On 7th and 8th our fighters destro7od 

3 llo 109•a prob'lbly destreyed 1 and d&JD&god 6. 4 or thOD are aissing. 

SARDiftA. 7th/St.!>. l'lollingtons attackod C/.GLIARI. 
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IJNITID 8TA1D cacwua .-n 
COOADINATOR 0. IN'ORMATION _ ...... 

June 9, 1942 

The Honorable 
The Secretary of the Treasury 
Washington, D. C. 

Dear Henry: 

The attached is a digest of the 

German Directive of the British Political 

Warfare Executive for the week June 7 to 

June 13. 

Sincerel,y, 

i 
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RAF offensive: Stick to hardest ne•s. llake no 

attempt give effects of raids in Germ~ w1til most re-

l iable reports received. Absolutely vital tixtrHct l ast ( 

ounce propaganda from r aids but ~ore laconic treatment 

of nows, more s t udiously sachlich our surveys and com­

ments , greater the effect. llake every German feel 

difference between allied attitude when we have upper 

hand and behavior two years ago of Geruna when they had 

it. This will have vital effect on German attitude to-

ward our war peace aims. Avoid linking nr aims escape 

clause dir ectly with reids. Give both themes as often 

as possible but separately in same programme. Avoid 

reference to suggestion that Germans evacuating 

bombed areas. Make Germans feel bombings brought on not 

by British policy but by llazi policy. Churchill ' s divine 

retribution theme is excellent but his •people going out 

into the fields" might produce o~posite effect. 

Inside Ceroany: Use political fr~ework last •eek's 

10:1re·ct.tve until further notice. Stress (a) industri~­

counter offensivt but underline only issue is 

clique shall enjoy profits power. llimmler• s clique 

ia no mor• anticapit hlist than the capithlists (b) remem­

ber old cloLhes collection (c) quote Yli thout Colllltent 

Cermsn denials that there is inflation (d) use stori~s 

Nazi leaders corruption, if possible in swe ?rOj;l'am:ne 

reporting RJJ' r .. ids (e) furthe.r n id&11Ce of ~~&npooer 

crisis is recent order locomotive rEpairs given equal 

uncQrn ' aircraft repairs (f) continue w1 .. m~s of food 

111\0rt.HJ'a next winter hl\d assw:~ption of further ration cuts. 

Russia: This remair.a 11sin permMent interest of Regraded Unclassified
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German listener. Discuss reasons for delay of spring of­

fensive , treat Libya as left flank of single eastern front. 

War aims : Continue as previously. 

Heydrich death -- die Geacht eten: Regard him and 

his like as outlaws. Link with hostage shootings. We 

regard as outlaws anyone res?Qnsible for shooting inno- ''-

cent hostages but these views should be expressed as 

per sonal opinion not as government policy. 

Sea war: Draw parallel between U-boat war 1917-18 

v:hi_ch brought America into action and present U-boat 

activity off American coast. Nazi U-boat have brought 

war home to America st eilpint up American production 

im,JOsing great strain on U-boat crews. To keep 

one submarine operating off American coast five needed 

in passage or fitting up. Allude t o llurmansk convoy 

it clear that only seven ships -ere sunk whereas 

IGerm1111 propaganda claimed t.v. i ce as many. 
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UNilm STATU GoYIIV4MINT 

COORDINATOR OF INFORMATION 

June 9, 1942. 

The Honorable 
The Secretary of the Treasury 
r:ashin!!ton , L C. 

Dear Henry : 

In CQnnection with German directive 

for the week bepinning !.~ay 29 , the attached 

i s the British Political \', arfare summary of 

t he Geroan Political frame1· ork vii t hin which 

news should be fi t.t ed. 

Sincerely, 

\"illiam J~van . 

Regraded Unclassified
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Thtrt ia a ccntinued atcad7 increaae in the power 

Of S , 8 , Herrschaft domin&tcd by 8i-ltr 1 With Sorun bit 

nucbcr two, providing an intiaa te link with Hi tltr. They 

derive their power from blackmailins informati on and by 

oontroll1n& all police secret service and Wa!fcm 5, s, (sic), 

They arc b1.11ily occupied in putting reliable party or s. s. 

men i n key positions,_ Althoush Saucklc is under Goering be 

11 one of their agents . The Gauleitera arc 110\lllled to be 

their tools. 

DtfansiYe rear guard fiGhting 11 btin& unc!ertol<cn by: 

A. Big inc!u.strialists group 1n Rust~ar3t who 

recuc! S. S. and pru-ty as amateurs who will bunclo war 

proc!uction and who arc trying to m~~.tzle 1n on profits , 

Group A. enJoys the confidence or 

B., the bureaucrats and professional classes who 

fool tb~t their position i a thren tenec! by s. s. and porty, 

especially by Hitler's now position au Gbcrater Gerichtsher; 

to a lteeer extent B is supported by 

c., the Generals, altbou&h most of thes e have 

te•, orar1ly capitulated to Hitler. H. o. Ooerinc i s the 

link between (2) above and Bitler. Ht probebly still enJoys 

conaiderablo personal ru.l. 

Ribltentrop is insisnUicant as arc Ley and Gocbbels • 

Speer is a nonentity who as Hitler'• boaom frienc!moves 

vaguely between Goering and 81mmler. 

No ideOlogical difference shoul<l be atarte<l to exist 

between theae cliques, except the biB 1n4uutr1al1sta who may 

tavor peace or conquest which set• ri4 or tho Oeatapo. Pro­

bably they realize that all hoyt or victory 1a &one • '!'bey 

"*7 be aaid to be more r e4listi c than the ot h••• · 

It may be hinted that, apart rra tho above cliques, 

there 1a a larce n\Dber or orri clala .rho a rc 1ncrc:uingly 

peaaiaiatic about the war and are reac!7 tor Oors&n7 to cut 

her loaec1, !btac aen, however, have no power. 

There ia cooc! ma tcr1al in D<lrrt'• 41a•i asa1. However, 
Regraded Unclassified
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never atreaa tba r reaent tood ahorta1e, al-.ra apeak ot 

tuturo ponibUities. It 1117 be a111111ed tbat tbere riU bt a 

roduotion 1D ratioaa next aut,_. Contraat llritieh. lllereuea -nth Geraan prospects, hittin& •old olothea ao11iot1Gil• 'bt-

&1nD.inl June 1. · !!Ue ahoul4 be auooieted riUl tbe u.r•a 

need tor dieca~ reae. 

!be &enerel theae ot GII'UJIJ'I deteriorated poaitiea 

oe.n be olo .. ~ coUPled with the parallel with 1918-19. •ote 

that June 3 18 the anivereary o! Colonel Better•• ... ort.D4Illl 

in June 1918 on the desperate position o! Germanr • 

• 
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UNnm SfA'YD GcA!ZZ If 

COORDINATOR ~ INPORUATION 
# • • ... D.C. ... 

June 9, 1942 

The Honorable 
The Secretary of the Treasury 
Washington, D. C. 

Dear Henry: 

The attached is a suaaary of the 

British Political Warfare Propaganda research 

on •Gennan opinion on the war in Russia. • 

Sincerely, 

15UI' 
lill1811 J . Donovan 
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Germans told Kerch D\arkov not yet "the offensive• 

but are great victor ies. Most newspapers admit and reflect 

public serious even anxious unjubil ant react ion. Public 

aware of hard fight ing and tremendous cost in German lives. 

Most Germans know what Russ~ wint er was like. 

/ This learned from propaganda also fro~ soldier s on leave or 

invalided out. Public also knows growing number casualt ies. 

Proportion oi Germans who lost friend or relative on eastern 

front rose from zero December 1941 to over sixty per cent 

April 1942 in one of series of sampled groups. 

Obituaries again attacked bt Das Schwarze Korps , 

April JO, and by Dresdner Neueste Nachrichten, May 6. 

mail also shov;s widespread complaining over absense of leaves 

wives writing their husbands are away for seven , ten, twelve 

months at stretch. 

Unhappy f eeling of soldiers who do ljet hone on 

reflected in BBC May 15. Llany have same reaction British 

soldiers had on leave in England , 1914-18. See Siegfried 

Sassoon' s books , poems. 

Propagandist efforts prove Rus~ian war was necessary, 

\ arises from widespread feeling it was unnecessary· 

1 That war will last another winter in Russia, maybe 

f many winters elsewhere, now openly admitted. 

Lest picture should appear too black it must be 

I added there still no evidence of any significant fear in 

Ce~any of Russian advance into Reich. 

Regraded Unclassified



\INt'nD S'I'A'ID GeNU 7 Pn' 

COORDINATOR CW WCIUIATICN 
w· cwc.o. a. 

June 9, 1942 

The Honorable 
The Secretary of the Treaaury 
Washingto.n, D. c. 

Dear Henry: 

The attached is a di8est of 

the British Ministry of Information 

current Far Eastern intelligence report. 

Sincerely, 

M 
lilliu J. Donovan 

• 
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n-1.., 29 e= n! Onarel Iot.o replaced 

IGe·nel~al Mt Nwt u Ooftnlor of (orea. Looa lll'ite-up of 

1 .. u~ • ., but no part.icul&ra OD llliAiai Ol' •UCPation of reuco 

for reaoval. .Possibly lllioaai oppoaed introduction of coo­

scription in ( orea. In a apaeoh he ade during Tolqo visit 

1939 he warned (oreana that claiu on •early equalit7 

social and other statue &re not to ba antertained•. 

Be 111y regard conscription u a preuture atep towards 

equalitJ. Ioiso has announced that "fair IDd just fra­

ternal spirit" would be hie guiding principle in aclainla­

tering Iorea. It ia recalled that Baron Saito, a previous 

governor, declared that •towards Ioreana, their new brothers, 

Japanese must always show pure sincerity, infinite love, 

boundless sympathy•, but Ioreana continue to be thrashed 

and tortured. On aay JO Ioiso eaphasized Iorea' s iaportance 

as a supply base for continental war. 

May 27 lfichi lichi RoM correspondent Ono co.­

plaiDed to his Tolqo editor that althouab all Japanese 

correspondent& in ROlle agreed not to cable interviews with 

returned Axis diploaats , •Asahi alone waa .ean enoug)l to 

''"'"J.e in defiance of this undertaking. Prop8ianda Bureau 

is to take proper measures but I apologize deeply that 

in the matter of promise breaking I was got the better 

of by Aaabi • . May Jl another paper, Yoaiuri, complained 

Berlin of being swindled by Asabi. There was an 

1 ar·r&~~ge;II8Iltt between papers that an offer of a visit to the 

lfl'ont 11uat not be accepted unless all papers were included 

WoriJ&IA of Asabi slipped off to Iharkov leaving tha 

behind. 
Regraded Unclassified
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Regarding the above, Yinistry of Information 

expert writes •rest of Axis is learning thet in small 

matters at any rate, and probably in large ones too, the 

trickiness of th.e Japanese makes them awkward to handle•. 

Although it was previously reported in German 

lme:ssa,ges from Tokyo that the Japanese say English and not 

(Ja•pane11e would be the main "Lingua Franca• in the prosperity 

sphere. New Delhi on June 1 beard Tokyo carrying on •propa-

l&lllaaa about imposi ti.on of Japanese as Lingua Franca in Asia•. 

has also been announced that •at the desire of the 

inhabitants• radio•Batavia will give Japanese lessons 

thrice weekly. 

Yay 24 Japanese controlled Pekin Chronicle 

published 40 Domei items and only two DNB items although 

of the latter llligbt well have been printed. This is 

no doubt symptomatic of a push to expel 

IEil.ro""''" influences from greater East Asia. 

Regraded Unclassified



J11118 9, 1942 

The Honorable 
The Secretary of the Treasury 
Washington, D. C. 

Dear Henry: 

The attached is the British 

daily Empire guidance. 

Sincerely, 

PM 
William J. Donovan 
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Significant Midway Island e.ngagement rela­

tively neglected by Japanese and Axis propaganda. Japan 

attack was refe.rred to in so•ewhat vague terras in Axis 

broadcasts only on Sunday, no Japanese broadcasts on 

the subject have yet been picked up in London. Domei 

has not mentioned it. Transocean today merely quotes 

Reuters report. All this is marked contrast to pre­

vious occasions when Japanese have trumpeted successes 

or alleged successes with great promptness • 

• 
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TO 

TREASURY DI:PAIIn'NIENT 

8eoretar7 Morgenthau 

llr. lamarolt 

87 

o•.,. June 9,19~ 

Subject: 
~ 

Bulllllary or llilitary· Report• 

Finland --
Four additional Gel"IUI"I d1"fia1ona ba•e lMded 1n Finland 

on their way to the Mur.anek front . 

(C.O. I., 0 Tbe War Th1e Week•, llay 28- June 4, 1942) 

Indian Ooeen 

There are two Japaneee armed merohent oruisera operating 
off the Atricen Coaat. Theee ehipe are fitted with at leaat 
six-inch guns, poeaibly torpedo tubea, and probably carry 
aea-planea tor reconnaiesanoe . A number of Japanese aub­
marines are aleo operating in thie area. 

(U.K. Operations Report, June S, 1942) 

R. A. r. Raide on Gel'llartl 

The British coament thet German propaganda policy con­
cerning the R.A.F. ra1de ehowe either great etupidity or 
abort-tara deeperation. The pledaea or retaliation reach 
a degree of unreality beyond anythin~ CO=P&reble. A D.N.B. 
item of June 1 aaid: •In eccordance with the Fuehrer'a worde, 
we are retaliating two and three-told on Canterbury.• A 
front report or June 2 spoke of •Ipewich, s town which in the 
morning will be a smoldering heap ot debrie.• The German• 
Are hein~ consoled that the R.A.r. rate ot loesee 1a pro­
hibitive, yet the Propaganda llinietry must know that the 
scale ot R.A.F. operations will not be reduced enough to 
imoreee t he Germsna . 

(Pol1tioal Warfare Exeouti•e, June 8 , 1942) 

• Regraded Unclassified



To: Secretary 1or11nt~ 

Fro a: Xr • Paul .rue 10, 19142 

further thouaht iD connection with the $25,000 
liaitation baa led ua to one chaage in the aeaorandua 
previously aubaitted to aad diaouaaed with you whioh 
Roy and I think ahould be called to your attention. 

88 

fhe oh&nge which we reoo ... D4 relatea to the 
treabent of aarried oouplea. le !oraerly thought 1JI 
teras of a 100 percent tax on all inooae above a 
$25,000 exeaption tor both aingle persona and aarried 
couplet. further thoU&ht h&a oonviDCtd ua that it 
would be better to provide an exeaption of $25.000 per 
person, ao that a aarried couple would have a total 
exeaptlon of $50,000. there 1t attached hereto a copy 
ot our reviaed paraaraph on this part of the atateaent. 

fhe principal reaton tor IUIIeating the chanfe ia 
that we feel the plan would be fairer. There wou dun­
doubtedly be legitiaate criticiaa 1! we gave no recog­
nition to the tact that a aarried couple conaiata of 
two persona, or the tact that when two persona aarried 
the liait on their ooabined 1ncoae would be reduced by 
50 percent. Oritioiaa on this point aight divert atten­
tion troa the eaaenoe of the liaitation propoaal. 

1111 you adviae ua whether you agree with thit 
aaendaent aoaetiae when you are calliaf the office tllie 
week? We ought to be prepared to tuba t our recoaaenda­
tiona with respect to this $25 ,000 11aitat1on on next 
Monday. 

Ve have aade the taohnical changes IUIIeated by 
Dan Bell, aad we need not trouble you on these pointa. 

Regraded Unclassified



'Tho ouportax would apply to oinclo poroono lnd married 

couploo . Tho rooont action of your Com.ittoo in appro•inc 

aandatory joint roturno will facilitate tho application of tho 

0uportu: to tho coabinod hloc•o of ~o two opouooo. It 1o 

roco•on4ed that !or tho purpooo of tho ouportu joint roturno 

tor :oarr1od couploo bo -· aandato17 &114 that a poroonal 

oxo:optton of $25,000 for each opouoo bo allowed, or in effect 

$150 ,000 for tho carried couplo. 1 
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Tb8 llcDorable 

DEPARTMENT 011' AGRICUL1'\JR£ 

WA8HINCITON 

Tb8 S.oret&r7 ot the tr.ulu7 

Dear llclr7• 

It wu ftrT COD8l.der&t. ot JOil to writ. S..tor ill2asa1l 
in 11q>p0n ot the ~ SecuritT ldw!n!otreticm. Your 
letter 11'&11 -..ry ettectinlr ,..,4 'q, Sezlator Ru.ea.Uin 
th1 debe.t. and, I teal, cootribut.d to the Mtiafactol'1 
Tot. in the Sezlat. em thia procraa. 

Since~, 
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.. 

COMMITTD OH WAYS AND MUMS 

..au. ~ "-~illaDHTrr.ATtVD 

WAIHIHTOII.D.C. 

JUDe 10, l~ 

!)ear Henry 1 

Io\ll'O ot June 8tb enclosing cop)' o! IIINU'l'B !.IAN baa 

Just been recei Y8d. 

Please be usured o! 1l1!f appreoUt.icm o! 7f¥lll' tllougjlt.­
tulneu in sending it to •, and I ahall be clad to reed 
it CW'e~ at the yery first poolibla -t. 

0! course, the ix>'JII are keepinc you advised ae to 
the procress we are lllllk1nc on the tax bill. It looks 
now ae though the Coani ttee lldght be able to COIIPlete 
ite work in about two more weeks. 

lrith ll\Y kind personal regards, I am 

!be Honorable H1111r7 lloreenthau, Jr., 
s~etary of tile Treasury. 
l'laahincton, D. c. 

• 
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• 
_____ ,.¥' " 

June 10, 1942 

• 

Dear I! on.ey: 

Allow ,.., t.o acknowledge receipt. ot and thank 

you t or your let.t.er or Juno 8th, &leo tor tho attached 

CO)?)' or •THE IWIUTE UAII" . I have enj070d reading this 

mo.cazine vary much. 

With pcrscnal rega rd•, I am, 

Sincoroly yours, 

Tho Honorable Henry llorgenthau, J r . 
Secrotaey or the Treasury 
l~uhington, o. c. 
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June 10, 1942 

Dear Henr:y: 

Thank you very much tor your letter ot June eighth 

enoloe1ng a oopy ot the reoent ieaue ot 1 The Minute 

Man', wb1oh I look torward to examining with real 

interest . 

I greatly appreciate your kind thoughttulneaa in 

aend1ng i t to me. 

Sincerely youre , 

The Honorable 

Henry Morgenthau, J r., 

Beoretary ot t he Treaeur, . 

Regraded Unclassified



THIE SIECR!:TARY OP" COMM!:RC!: 

WASHINClTON 

1une 10, 1942· 

Dear Henry: 

ThankS ror rour letter ot 1une 8 with Which 
:you enclosed a copy or the 1une 1ewe or "'l'llZ liDit7l'E 
WAN". A glance at t h1e publioaUon 1.D41oateo that 
it 1e a nrr 111.tereat1D& peaplllet and one Which llhould 
be or aea1etanoe to aU tbooe 'lObo are ._-4 aot1nlr 
111. pl'(D)ti.Dg the Mle or the Boll4o. 

We are puttl..Dg 011. our llepertluntel. ~1!11. tor 
the eeJ.e of BoD4~hroup T OlUDtarr prq all-to 
dur1J16 t he period 1une 2)-l'ul7 8 , and bopo to be able 
to ulte a good ebow1116 4ur1Dg that period. 

Verr oill.cere}r, 

Bon. s.nr,- Morsantball, 
Secretarr ot the Treaourr , 
Waeh1JI6tcn, D. C. 
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DMr B1111r11 

WAlt PIICIDUCTION IOAIID 

• • • ···""" D. c. 
I 

J-. 10, 1942 

'ftl8nk ,.,u for lea4inl M a OOPT 

of •'I'M llinute ..... • I ban DOt. bMD able 

t.o r...t t.b11 u oare~ u I llbolllcl lllot, 

bat. I bell..,. tu oiroo&1a \1oo ot t.b1l 

111• ot w.r boD48. 

Billa~ .,aar•, 

'!'be llall<>nba 
'!'be s.oret.arr of tu treuar7 
~.n. c. 

• 
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Dear lleD%7' 

TREASURY DEPARTMENT 
na 

SAVINGS STAFF 

693 tiDieD c-roe BgUcHnc 
ClnelaDd, Obio 

.June lD. 1942 

I wu eor17 to learn trca Jt:N.r att.r o! .June 
6tJ> tbat tile PJ"'&sur. ot Jt:N.r work 1a ao be&YJ 
tJ>at 70" do not, at tbia tiM, baTe tile eJliiJ'87 
to l&&Te Wubington. I 1'11117 W.S.ret&DCI tJ>at 
can be eo and SJIIP&tld.M and appreciate 7aur 
reaeone !or not being able to T1e1t C1Doinnat1. 

Needleea to sq, I .. pereonall.J liNCh cl1eappo1Dtecl, 
and the War Senne• c~ttee ot Jlud.lton CountJ 
is also - but the7 f'ull7 underetand J<TUr dit!icultiee . 

~be one o! tlleee ciq8 - when the war ie woo - w 
will have eou tiM to ei t d01111 and talk over old 
tiMe. 

Witb ver, ldnd regarde, I u 

Ron. 11enrJ llorgenth&u, Jr. 
Secret&r, o! tile Tre&eUl"T 
Waehington, Do c . 

Sincere~& 
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TREASURY DEPARTMENT 

INTDt OFF1C. COMMUNICATlON 

S.orotary llorgeothe.u 

Jlr, Klauo 

• 

98 

Tbe Orud 1ury in Connootinut thla 1001'111111 in41oh4 Vcmalotall:y; 

anor&l loa41111! llw>4 loa4oro aliA two Go...,. X..."l~ ..... tor 

oop1ooago, Vonalataky he.a been arreott4 . 
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TREASURY DEPARTMENT 
99 

INTER 01'1'1CII COMMUNICATION 

June 10, 1942 

TO enthau 

PRON 

SubJ eot: 'l'he Situation. 

Lighterage freight in storage and on hand tor unloading 
in New York harbor at the end ot laet veek increased by 
1161 oars t o a t otal ot 2141153 care -- t he h1gheat leTel 
since at least January 19 1. (8ee Ob&rt 1.) At the end ot 
the week there vas addltional s t orage epaoe aYailable in 
New York t or 5,742 care. 

Exports tros New York last veek inoreaeed by.30 percent 
to 7,296 oars. (See Chart 2, upper aeotion.) 

Receipts t or export at Kev York also increased sub­
s t antially to a leYel or 11,071 oars from 5,764 cars in the 
previous week. 'l'hia figure practically equals the peak 
reached in the week ended December 12, when receipts tor 
expor t at New York reached 11 , 0110 oars. Receipts tor export 
at 9 other North Atlantic porta inoraaaed by 142 care to 
3,379 oars. Hove•er, receipts tor export at 6 Pacific ports 
dropped by 239 oars to 3,126 care. (See Chart 2 , lover 
section.) 
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13 

InCorution receivod up to 7 A.M., lOth June, 1942. 

Nor~horn IRELAND(l\. Unitod St.a~u ~roop~~ e.rrlvod .. rol,y yoaLorthcy 

rrom Ht.'lf YORK . A Prtt French corvette was torpedoed ant 1unk yoatorday trh.llo on 
' 

convoy eocort. duty i n Mid Atlantic. 'lilere are four aurviVore. )2 Spit fi-res a.ttived 

t.L '!.ALT:. yut.erday. 

2. KILIW!J 

LIBYA. Slneo P.ll. 8th, tho Cicb~ln& ot'<>Wld IUIIOIIISBIIIDCE baa sub­

s ldedt and tho rn_, bas bean con.soJj.dat.ina: hie poc 1t.1ona ewt.h .. ,tot our defended 

loeol.Hy ln ~lo oNO. A~ BIR IWtElK tbo corrloon auffoHCI eonolderablo e&eua1t! oo 

t.o run e~•• in. a a evere • ttack. on tho 8th ovenlng f l"'OI tho north aupported by 37 

t.a.nka . A l"urtbor att.ack which developed tho aame night co.pelled our toreos to make 

a s light withc:lrawal after vory ho.avy flghtir.g. RoinlorctmCinto havo boon sent to 

the Froo French, n_nd onll ot our annoured briaa.deD auccust"ull.y enga.ged a.n cneiiO' tank 

concentration Iouth ea s t of BlR K.\KE!M position, t orclng thQIII t o wi thdraw. Our at­

tac::lcs • &•1nat. or1eey euppl.y l lnos continue and one ot our coluntl capt t.&rad SOO !tali~ 

AIR OPi:IIAIIQNS 

8W9~. !ISS']; . 253 tons or tcabo woN rvlouod ower ISSDf and tha 

HM-.y opposU.-lon a.nd hllr.6 nado accurate 1d t.--nt.1tlc.t.1on di.ttleult.. lla.tO" ft.ro:a, 

COM or t.hn larcoJ wer t aecn dis•..rt!Ntcd. ovo .. ~ t.:1c RUMR. 9 \.b. About. 80 Spitt1rc.s 

c::arrlod out orronatva o~rction& avor Mort.norn. FR/.MC£ . Ono •nOlO' lllintsYecper ~& 

ntt&c::lt~ a.nd aunk. ;, Nou orachmidt 10~ wan probnbly d nat.royod ott the South Coast. 

9/ 10. 54 'l lror art carried cut. ao.:-.2\.ninG and !'ivc:t o t b\ltl oftonaivt patr ols. All M -

illti,. S•h, S""hbed f!(lbtor -bar act!vUy wao Nint.ainod aplnot 

~~'QJ ron:"' north oast. ot BIR w.r:.ED:. About 100 vl)hioleo, 1nclud1n& live tanka, wore 

:•atroyocl or daMcld, and aev~ra! d!.reet ~t.s wore llldo en p .oeplaeeDCr~ta. Thea_, 

• . ,...t.lOI'll ••nt e on1.1n\Md on \.be 9th and. ilurrtcan.u dropped tupplJ.oa. 0\u' bocbera 

'':.~eked. 81 .. ..:£ I Ol'OClroM a.ncS otbe:r aerodroaea 1n CL,.I . S •u•1 &ircre.rt. •ero chot 

dO'm ' nil 2 ot.hon probably d.es troyod. Our ~aaoa nn S flchWr• and. 1 boebe:r. 
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- 2-

4. GRAF ?!iPPfl·JJ! 

Recent roconnaiaaance abowa GRAP ZBPP!LIII to be neerinC ccapleticn 

at GDINIA. AI eho ie OERIIAIIY1 o firot aircraft carrier, a lone period of trials 

ray be expect.ecl before • Ill operates. 

5. GOLF or rn!LAN1l 

Preperationa for tbe German attack on tho !Blanda of LAVAIISAARD ond 

SEISKARI, GULf' OJI' FIIIt..\1101 continuo. KO'I'KA, 50 ..Uoa woe~ of VIPURI, 11 ro'oe1.V1liiJ 

troope ond at.o.res. lfine lqing in Jl'innieb Gulf and ott Latvian Coeet 11 t.aldns 

place. 

' 
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COP T 

secretory ot State, 

\loth l.llato llo 

1975, Juno 10. 9 P•• • (SJilTIOll ~ 

Departmct1 o 1417, Juno 2 , 6 p • .,. 

104 

l1o a. Juolro 

Dat.d. 111110 10, 19113 

..... , 3103 ..... llth 

li&Dk ot J;rasU bao aokt4 J'roliCh ut Sponlob l!liobaooloo to lDdieata 'biDk 1a 

u~uod. Statoa to vhlch t.hoir Iollar dopooUo ohould bo tre~~otorrod.. 

• Director ot b:bonp r oporto that t.h&ro lo 110 hp.l pronoion poral \\!.De 

~ertoratlo11 or otaapin& ot biDk 110too. 

lollovln& pl&ll bao bou ageod to 'b1 b&llkl 

(.l) Dopoo1to ot leoa t.h&ll $1000. (111 R1o 786 ot 917 4opoo1toro vero 111 thl.o 

c&teaory. Their dopoolt o ropreoent od oll11 $128,538 of $1,097 ,661 total. ) Con-

verd on v111 bo made into mUroto ucept 111 oaooa concorniD& vhl.ch llobaoo1 ha& 

o4veroe lntor~~aUon • . ObJectlonal>1o dopooi toro vill 'bo ginn obolco ot (1) 

t,....noter to opociel accoW>t l.n llev Torlt or (2) dopoolt l.n oontrollod Iollar 

3CCOllllt lA Jan!: of llrad1, vith4reale to 'bo peraittod. oll11 l.n dollar curNDc1 

eM. •1111 vl tb epoclel poral t . 

(B) Dopo llto ot o:oro \ball $1000. l&cb oaol vill 'bo carotully rrnovod. and 

placed. in ono ot tollovln& cater;oriool 

(1) 11ncbJecuo,.ab1o ao to peroon or oouroo. Oo•:nro1on into mllroh or 

tronoter t o account 111 U"i ttd Stat eo, at depoeltor1 1 option. 

(2) ObJootloll&bh. Trt>J>otor to account l.n Unitod Statu or depooit lA 

opectal dollar aocoomt l.n :BIDk of llrad1 ullder deoru 1av }911. llit.hdravalo 01111 

in dollaro and o1111 under opociel porod t . 

WSl O.d'J'IIt 
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COPT 

SoorohJ')' of hate 

laob1..,ton. 

1976, Juno 10, 9 p.a. {SBO'l'lOI tWO) 

lio al ... lro 

Dato4 J•• 10, 1M2 

bo1 4 4116 a.a., Uth 

105 

!hroo. lluropoaD reru,;.eo. h1oncl.4t wt lll'bJoot to .t.do prllllll'l -

cauao of h- Ueo. 'lra~>o!or to aeeo1110t 1zl tho Uuto4 Statoo or place 110 

the cont rollo4 account 1l1 llaDlc o! Brasil, wUh4rualo to 'be - 1D 4ollar 

curriDq !or 11Yine ll<Jlllllll at 8010til.4' rate pr1Y101laq acroo4 tO 1V h'buq. 

c ... t or tho 4opoo1to aro 1l1 t hio catogo!')'.) 

1 .... 111\lCh ao llc.nk o! l!radl 1n Mting u our ._.,t in thb utter, w1th110 

l o«al l1lll1tat1ono, li:•'buq UIUIUI '.l!roaaury will l1conoo all ilmorto curro~~q 

made ey balllc an4 accompan1o4 ll)' llll'baoq oort1f1oato. 

lllo 41poo1 to ll)' .t.xio D6t1onala totaloc!. lou tb.ao $2,000. Dollar ourro~~q 

1o bolt~~ quoto4 110 'black -•t at 10-12 ailraio. 

Dl.roctor of oxcllango i .e qapothoUc to plaD control other currnc1eo but 

proforo to 41oCillo <latailo wltb our '.l!roooUJ7 o!!1c1ala cblrine bi.o !orthcoalng 

rllit to laoblngton. mroctor 11171 tbat ha auot proooet .... uowoq with 

rupoct to J.rpnUu and Ur'llgQII,j'aD CWTIIICilo. 

Plo1111 raqueot .t.aor1caD obipplng coapanloo to arr- to JI80" o!! cr iW 

t~emboro arrblng at Bradl1aD porto in aUroio ratblr tb.ao 4ollara. 

(END OP l.!I:SSIQ), 

VSB 
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hM 10, 19112 

!he he"\aq ot State pre-h lilt oo.pU. .. at• \o ~ 

BoDDrablt ~ SM"tal'T ot ~ '"IIRIT 11114 helot" tor 111• 

1 . to "enep• MlAlc;r• .,. *'• 
~- ' · 1~ lD p ... 

2. toP-. '-ltcr• ""• 5).6, 
~- ' · 1~2. lD .... 

3. to Salt. Jo•, '-l•cr• *'• ~. 
~- •• 1,9112, lD , ... 

4. to Oaat-1 a, w1•cr• .... 216, 
~- •• l!jll2. lD p ... 

5. to ~on-~. '-lacr• .... 119, 
~- •• 1~. lD p.a. 

6. to Salt. Salftll.or, w~ ""• 126, 
~- ' · 1~. lD , ... 

1. to Iaiit .. , w1acr- ... JJlt 
~- • • 1~2. 10 , ... 

1, to C1'114e4 !ftJU1o, wltcna ao, 169, 
J- •• :1,942, lD , ... 

• 

Copfatoc t6/11/42 

-
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!bb Mlea:r• _, \le 
panpbr ... 4 before l>elJIC 
c.-1oe\e4 to AIIIJO• 
other tllaA a 0oftnMatal 
OCfiiOfo (D) 

.&IIL!4A1'1011, 

10 p ... 

liiOM !IIAS1111J lOa lliSCUIIIO• VI!B KIIIIIIID OJ na.cll, 

l)epan-nt ' 1 o1~ t•llcr'u of Mq 11, II p.a. 
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I t 1o euuee\ed that JO'O. dleeuae t.be lldopUoa of the tollow--
1114: ocntroll 117 - •1.._.,. Go,.. ..... , Oftr t.be ..,_,., ot 
Uldted Statll ClllrTellCy I 

llloarecua lboul4 proh1bU \loa l.llpon or •JQ?Or\ of tlii1M4 
Statu currenc7 emept direct (repeat 41reot) OIIJ'l'IA07 110-nto 
throlltb &~&thor bed )•nH "C c-11 \let-n the 111>1\ed statiO 
and •1carecua M4 vi th t.be f~r exoeptlu that poroo ... &O·iiiiC 
to or l eaTiJIC ne&n~C\>& \le poftlltted to O&J'J'7 a e•z1• .. of ~. 
It 1t .,..,ted \hat the ._...,.. of $250 \le 10ta)l111he4 eda1ah­
traUftl7 oino1 1t ~ '1>1 urtla)le to ~ Ul11 .,.,.,., 111 till 
ftl\UN• 

!b.h Ooft-t aleo ll'}lftel&Mo t.be feet that t.bere .., be 
opeolal 1ooeoele rel&Uoulllpo *1• wooJ.A \le 411\"""' lil' U.. 
llltllz1bl1 OIIP11oaUoa ot thl a)oft &OIIboll M4 t.berefore 
l'ICOCIIUIO that it ~ '1>1 -&arT to 10\Pll. a l101&1iJIC 
1,71\ea to telol &are of a fn .-pUoaal rel&Uoalhlpo \>e._ 
licarecu ea4 ot.ber pout• u the c.rtll\>&&11 area .., .. vUl re­
qoJ.rl larp cvreiiCI7 ..,_""• 711 ... 84rtao tl>• Dlpar.,...t 
llllother the •l•ar~C~~&D Ooft.-t faelo that the 10\a\>11-\ 
ot 111011 a lleaneiJIC qa\1& 11 aaoaolaJ'7 ea4 1t 10 thl dluacMr 
llll4 pro\>a\>17 1xteat ot tile ezeepUou oo11t1opl&MA, 

!be OldopUo11 ot the ...... , __.1\ed aboft and their 
efteotlft ellfore.,.n\ will faollltaM pro.pt aooopt&IIOe 111 till 
11nlte4 StatiO of GOU'J'IA07 l.llpor\14 41reotl7 t~>.Jo>lltb allthorioed 
)11cara&'UD be=H»c cbazmlll•. 

:rr 1 ftoJ r 1.\XV n ., 
Cop71lac,6/l0~ 

I'DJ.L 
(Ill) 
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!bit hltp-aa -·· ~ par.;pbnM4 ~fore ~ill& 
co....,ioa\14 to 111>70,.. 
o\her \haD a aon..-.. tal 
.,-ncr, (Bll) 
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mwa••a. 

r.liC '!D68!1'! ro. DI8CVI8Ia. Vlfll MllrlS!Il 0' 7IIIAICa, 

Depart•"''' o1rGIIlar \elecr- of llq 18, ~ p,-. 11114 rov 515 
x.:r 21, 3 p, .. 

!.!he followlllc telecna ha8 ~ _, to ov •bUI7 111 Otabat 

~D I11 rlev of the l1uao• 111111eter0e nc111t preoooupaUoll 
OYer pon1~le npuca.lliolla of tJIIi\M 8\at .. CV.rNJ107 oon\role 011 
\ho Aollar '"*...,.. raw 111 Oa.ba, rov. are reqv.n\14 to 41oov.eo wi\h 
bi• \be folloviac, 

!.!hio llon...-11\ 1e 4ao1roua of prennUIIC &117 41olooaUoll 111 \be 
UllUed 8\a\ .. 4ollu-Otaball puo axab...,. rate 0011tra17 to \bo ~·• 
111\treoh o.f \bo OU. aoo-. .lt \be •- U•, it 4ao1no to 
prtftJl\ \hi 111- of dollar ov.rnaq 111 o\hor par\1 of \be wrU. 
fo ~ ov.t \Aloe ob,jloUne w ....,.,, tb&*t 

Ma lihol&ld prooloibU \hi s.pon or IJi?Orl of 0111\14 8\atn 
Ollrrlf107 IZMJ>\ 41nct (npoa\ 41not) .,........CIT •n•••• \hro...., 
au\hor1ae4 ballldJic dl....,1la ~•- \bo 11111 ted Sta\lo &114 o..ba -' 
wi\b the flart.ber 1DepUo11 \ha\ pereo,.. aolac to or laawi"C o..ba 
llq M ptrlli\W \o Mn7 a ••z!PI• of t250o 1\ 11 ~1\14 thd 
the &IIOILIIt of ·~ be lttabl1olll4 14aiale,raU'"lT t1DOI U _, M 
adrleable \o nduoe \hie ...,'Gilt 1D \he fa.\'&ftl, 

!.!hit (lon.,...11t IIPJ)Noiah• the faot tb&' there aq M l])loial 
econoaic nlaUoalihipe which 1101114 be 41e\vbl4 liT tb• WltzibU 
~l1caU011 of tu abo'" 0011troll &114 therefore noo&:Dillt that it 
llq M ,.. .. ,tarT to ntablhb a liolllli"C 171\aa to \elcl ctrt of a 
fev tzctpU ollal rtla\1ll11tbipe ~t-11 o..ba d o\bor po111\o 111 \be 

C&rillbtaa 

Regraded Unclassified
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- 2 -

Cari'b-o.u ..,.,. ci• -.ill .,.qain l..l'pr """"M7 110-h. PIAue 
o4n .. \be Dept.nMat ce.Ur tM Ool'IIM Qo'"r-at f .. le .aoat -. 
utal>lUI>~oeat of .... a 11-etac •et&ol ie ..... ..,., 11111111 st N 
~ oht.riAitU aa4 prol>al>l• eneat of tile eaepUou ooa'-PlaiM. 

!a>• o4opUon of the _....,.e au&&eeta4 a'bo'" 11114 tb,alr .UooUw 
ellforc-at rill ,.._ pn~~~pt 110eept.Me la the lfzdte4 ltatee of 
curro~>q !..Qone4 41nct~ tllro.,.. &ill11lor11a4 Oo&'bea 'banlrhc cb.uaela. 
Ull~ 

ne .... 41eaoe n11l the appropriate efflaiala 1a ,_ •atne:r 
~oUoao tbe7 aa:t !~aft oa .U 'but -e of o'bhSnlll.l el.aUar 
o'bjaoU"• 1a ,_ 

Tou ..,. oornct 1a .,our uU...tiiD41ll.l tllet O:lll)Or\e of .,........,. 
fro• ,_ to tile lfzd"' ltaha will 'be 1a'"oUpte4 liT .....,-.. 
oftiolala hero u4er tlla pa14uaoa Ill \be !rrou11r7 Departaoat. hr 
tho \lao 'beill.l eacll pel'&Oa •at•rtac tile 0111\M lt&tee 1a 'beill.l 
allov•4 liT t» .....,,_ offioiale to 'brtac 1a $250 f ... • ot ronn.. 
Uoa. 

J'D 10 

lULL 
(Ill) 

Regraded Unclassified



110 
mn••sat 

IlL 
!lhh wloar• ...n ..,. P4' ..... _... 
before IIebe • toatH w ~-
o\ller 'lieD a Qon-\al .. aq. (D) 

.Jue 1, 1~ 

lO :p ... 

na.V.lfiOI, 

SAl! JOIDl, 

1'11011 !R•!p!11'! JOB DIBOUIIIOI n!ll ICUIIfll or niiAJCI. 

Depor\aA\1o cirCGlal' \ole- of llq 11, 4 :p,-. .. 8114 70V 
4upotob ~ of llq 22. 

I\ h eaaeoM4 tba\ JOil 41-.oo \he ...... A\ Uo ... 1UU4 bTU,. 
Coot a ticaa GonnM» wU.Il a rtow w -A4bc 1\1 FOIU'b1Uou \o 
tl>.o illpon or I>;>Orl of 111l1\14 ftawo OIU'ftloQT llet-A Coota tica u4 
all ( repeat all) o\ber eoaatri .. UHp\ 41reo\ (npeat 41rec\) 
cuneoc7 aon•Atl tbJ'O• &ll\llor1ao4 'bo•lr1ac obaaaolo 'bot""" tho 
Unito4 Stateo &114 Coo\a tioa. 

Tou aicl>t also eaaeot thai tho Ooota ticaa Oonn.DOA\ aq will>. 
to oota'blhll aa oze~UoA eo ao w porai\ :poroou cotac w or llanac 
Ooota tie& to O&r"'7 a •·11- of *250• I\ 1o re-U.4 tllat tl>.o 
-llllt of $250 'be oo\ab11ebe4 114a1A11traUn17 •1- u _, be IIA'fioa'bl• 
to re4uoo thh _, l.a tho tllt..re, 

!l>.h Qon~At aloo 'l'l'No1at .. tile t..,t tl>.at tl>.ere aq 'be llp&01al 
occooa1o relaUoAIIbi:pe *loll ""1114 'be 41atlllt"bo4 'b7 tbo l.aflozi'blo 
fO'Pl1ca\1oll ot tbo alooft -\1'011 &A4 \llorefon J.'IOOpl••• ill&\ u 1111r 
be ...... ..,. w ut-'11,.. a 11oeubc -.rewa \o \Ill» care ot a fw 
o:roopUoll&l rel&Uoub.l.po 'bo\-A Out& Uoa &04 o\ber ~1At• 1A \he 
Cari'bbea area *loll w111 roqaira 1ar11r ounoaq ..,_,to, :PloUI 
o4noo tl>.o De:p...-...\ wbethlr \be Ooota tiO&A Go~"' fo•l• tba\ 
\be oota'bl1-.t of ... a 11-bc -.ro\oa 1o -•a&r7 u4 1f 10 

tl>.o obaraGwr u4 :pJ'O'babla o%YA\ of till ezee:p\1ou ooR'-laM4. 

!bo o4opUo1> ot tile ~· ...,.,te4 &loon u4 \llo1r offocUft 
ollforoea,.\ will t..,uuato :pro.p\ -~\allol 1.a \llo t1alto4 8\atoo ot 
ourreM!f illpor\14 41rootl¥ \llro• •\llorho4 Cotta tioaa 'butbc 
ol>.alllloll, 

JToftJr ,a.t.XV Jl) 

Cop711ao16/10/42 

10 

IIOLL 
(Ill) 

• Regraded Unclassified
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216 

.r,.... I, 19112 

10 p ... 

J'l!al 'lBE4SURT l'Oil DISOIJSSIOII IIUB lllliiSTllll OJ Jlli.UCI. 

ilop&rt.ent ' • olrovlar toloa:raa of )lq 18, 4 P••· all4 JOV 
dtopatch 2912, of llq 29· 

It 1o ._.t.d. that 701l 41tc,..a tho rocont docrH ioraood by 
tho 0\latoll&l.Oil OoYarnaont with a Y1.., to utonc11DC 1h prolilbiUOilO 
to tho import or export of 'O'Il1to4 Statoo currency botvtOil OllatoMla 
oo4 all ( rtpoat all) other oountr1oo ucept 41root (repeat 41roct) 
currency acnaenh throuch Ollthorbo4 bacltills obt.Dntlo hotwen tha 
Un1to4 Statea all4 Ouattaolo. 

Tou a1Ft aloo ovca-at tbot 1a e4ainlotar1nc tho uoepUou 
tor roooonal>lo ...,IIDh of curro1107 oarr1o4 by t ra.,.lera aa aot tortb 
ill orUclea 2 all4 3 of tho l)ocroo, tho OuataMha Oonmaellt a1g.t 
l laH ouch -h to a ..n- of $250. It 1o r oo-Ddo4 tbot t he 
-=t ot $250 ho oatal>11aho4 eolaln1atrati.,.l7 a1DOo 1t M7 ho 
a4Y1aablo to rt41l0o th1a -t 1a tho l\rturo. 

111 

Th1o Oo.,.rGMat &lao apprao1atta the fact tbot tbort M7 bo opoclal 
toonoaic rolaUouh1pa wbl.oh vou14 bo 4iaturbo4 by tho 1afloxiblo 
tppllcation of tho UO'I'O OOiltrola and thorofort rtCOfOiltl tbot it M7 
bo lltcoeeary to oat&bllah a 11oonolnc ayatem to take oaro of a tov 
oxcopUoll&l.' rolatioaahlpo botvoon ()Qatoaala and other poillh ill tbo 
Caribbean uoa vh1ch v111 roqulro lorcer currency ........ to. Plo .. o 
a4rtao tbo Doparbeat .m.tbor tho o..atoMhll Qoyornaont t eal a that tbo 
oatabl l&baent of auah a 11oeao1Jls .,., •• 1o ntcttoar,r and 1t to t bo 
cbaroctor an4 probal>lo oxteolt ot tbo ucoptiont conttllplatoci. 

'rho ll4optioll of tho 8441Uonal ....,.. •• .,_.oto4 o)oYO &D4 tboir 
ottootho ontorc-nt ..Ul facllUato pro~~pt acceptance ill tbo Un1to4 
Staua ot currency lllporto4 41roctl7 thro"Q&h authorho4 O..OttaalOil 
banl<lac obonnolo. 

l'l': TT Jr:.&IV 

Copy: lo: 6/1.0/42 
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Regraded Unclassified
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l'.JJ J1111o II, 19112 
ruo hlecrea ... t be 
parapbr .. od before belllc 10 p. a. 
eooawolca~od to &DTO .. 
• ~bar \ban a ao .... .-.. tal 
"'ocy. (l!R) 

179 

JI!QI 'f1!USDlll 1'011 DISOIJSSIOII VI'I'H !!DIISD!I ~ J'IJWICI, 

1.12 

lloforo100o Dlp&rt•••t 1 o clr<TIIl.ar to1ocr.., of !lay 18, 4 p.a. OUI4 
rour 4upatch 1100, llaJ" 29. 

!10 or4er to uouro tba tree aoToment of U'IOlh4 S~atoo ourrencr 
botveeo tba UIOltod St atoo, tho Republic of Haltl ao4 tba Do•1nlcan 
Republic rou are roquooto4 to 41ocuoa vlth tho HIIOlotor of J'IIOaDC• 
t ho adoption of the follovlnc oo11trolo by the llalUan Oonrnaent onr 
tho ....... nt of U111ted Statoo ovroiU)y. 

Haltl ohoul4 prohlblt the aport or export of U'IOltod Statoo 
currency oxeopt dlrecot ( repeat dlroct ) curroncy aoToMilh throup 
&llthorhod b•lllr111& c.hai>Dolo betwMA tho 1holtod Statoo, the DcaliOlcan 
Republic an4 llalU ao4 vith tho turthor o:r.ooptloll that poroono &Olnc 
to or loaTlDC Haitl aay be poralttod to oarey a II&Xill\la of $25(). 
It h 0\ICPOtt4 that t ho OOOOWit of $250 bo ootabliohod adalnlotratlnl)" 
oinco It aq be a4Tloablo to ro4u.oo th h eaount iD tho futuro. 

Tblo GonrAae11t approoiotoo t ho fact that t horo mq be opocolal 
oconoalc rolatlo11ohlpo whloh woul4 be dloturbo4 by tho Wloxlbl o 
oppllcatlon of tho abon oo10trol ao4 therefore rocophoo tho~ 1t aa7 
bo Docoooary to oota"ollah a Ucuolllc eyota• to ttolco oaro of a f ew 
ncopUollOl rolatlonohlpa betWMa Haltl aD4 other poiiOt o 110 the 
Carlbboaa area otbor than tbo DoaiiOlcoan llopubllco which viU roopiro 
larllr curro~~q ao.-ah . Ploaoo a4TIM tho Depart••' whether tbo 
HalUaa Gon.-Dt foolo that tho oo~ablloa"'t of """h a Uconolnc 
07ot .. 1o ....... ary ao4 It 10 tbo char-...tor an4 probablo on.,t of tbo 

o:r.oopt1o10o oo10t011platod. 

Regraded Unclassified



·. 

!he edoptiOII ot \be -·• nc&el\14 a'ooft M4 \be1r 
ottootlft t~~foroo .. nt rill aoo'QJ'O prooip\ -opt- b. \be 1JnU14 
Statu of ovroo.a7 t.por\14 cUroo\lT \brO'QCII P~laor1114 lla1Uu 
banlcl"' obeJ>Ulo. 

J. ll•ilar ttlocr..., 1o be~ """' to the .u.iilou LepUoa at 
Clu4o4 !ru,jlllo. 

l'P: '!'!: LM l'D 

CoPJ:lca 6fl0/42 

IIULL 
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Regraded Unclassified
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ELP J~~~~e a, 19112. 
Thla ul•cr• ... t ..,. 
parspllr.-.4 'before 'bel.q 10 p ... 
c-.icated to 1U1J0M 
otllAir tban a OoTo,.,...ntal 
Of;OnCT • (Bi) 

126 

FBQ! ~y JOJl DISOUSSIO!i WI'l'JI laliiS'lSR Ol' JllWIQJJ, 

Depan•nt1 a cl!'C"Glu toller- of ICq 18, 4 p ... 

H h ougoated that 70U cUICDII tba .olopUon of tllAI follov1Dc 
control• b;y tha SalTlldoran 0oftl'1laant Oftr tile IIOY.,.ont ot Unlhd. 
~tatea curreneys 

El SalYador ahoDld. prohibit tba llaport or export of United 
Stat01 CW'rODC7 except 41root (repeat cUrect) C1ln'IDC7 .. .,_nta 
throu;;jl antborhed b•nlr1ng obanAala 'bot,..n tbt United StatOI eD4 
ill Sal.'f04or and vHh tile tl>rtbar omopuo .. that peraoDa 10bc to 
or leanne lll Salnd.or ba porwitted to oarr;y a ux1.a ot $25(). H 
h ·~•tU. that tile UIOIIDt of $250 'be oatabl1olled ada1.,1ttraUnlT 
Iince 1t 11&7 'be adrtaable to reduce thia UIOIIIlt 1n tba t\lture. 

'lbh Oon,.,..nt alao ~~ppreclat .. tbe tact that tbere 11&7 be 

apoclal ecoDCII1c relaUoubipa vhioh voDld. 'be cUatnrbad. 'b7 tbe 1nflo~ 
1blo appl1caUon of tile aboYI controla and therefore reco¢101 it 
,.... 'be 111CIOIU7 to oatablhh a licanalnc 171t .. to telea care of a 
rev oxcapUonal relaUoaabipa 'betvo&ll Bl Salnd.or and otllAir polnh 
in the O&ribblan area vhicb will require lars• currencr .. .,.,.nta. 
Plouo a4'f1N the Dapart•nt whetller the llalyadoran Oon.,.ont 
toela tbat tba oatabllab.ant ot each a 11cona1nc ayatoa 1• nocoaaar;r 
and 1t oo tba obazector &114 proper o:rllnt of tbt omapUona coD­

tiJlplahd.. 

'rhe adoption ot tba Maour•• a~atod. abon and tllelr ottooU,.. 
ontorco•ont vlll faollltata p~t accaptanco ln thl United Stat•• 
or C\D'ronc:v 110portod. d.lrootlT t hrolljlh autborhod. SalYadoran banltlAC 

cbanDola, 

1'1: 'f'i'Jll:.llil 10 

Oop:v:lo:6/l0/42 

llllLio 
( Ill) 

Regraded Unclassified
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JG 
!11111 \ell'""' ... t 'be part;llu'aae4 
before 'bei..Ac -loated to IIIQ'OM 
other \hall a Oo,..I'IIM1Iial f1PM7 (D) 

.ua.u:ussr, 
I!.WJII. ( atm.t.) • 

)31 

1.15 

J'IICII !DAStlllf J'Qil lliSCUS8IOJI VI'!II III.IIS'!D OJ I'IJWICI. 

Depan•at'• olrcoolar iele- of X.., ~. ~ p.a. ea4 laat ru.Uoa 
""• }S of JIIU ~. 

lD new of the :n- Kiaioter' o rooaai proo""P&Uoa o,..r 
poool~ll ropll'CWioloaa of United Btat11 OUI'l'IM7 ooatrolo oa the 4ollal' 
lxdl&JICI rote ill Ollb&, 70il are ro~e\ed io 4h01111 vUh hia ihe 
folloVI..Ac. 

!l!lh Oo ... n11eat 1o 41oirolll of pro ... aUac aJl7 41olooaUoa ill the 
11nH•4 Stahe 4ollal'-0..baa puo eZAihaace rate ooatl'al'7 to the blot 
bterllh of the Ou.ba IOOilOIIIfo .t.t the •- iillo, U 41drll to pre...,.t 
tho llilllll of 4ollal' 011rriDC7 ill other parh of the vorl4. To oal'r7 
out theu o~JtoU,..• we """"'"t thatl 

Ou.~a ohoul4 prohibit the iapon or o>;~ori of Unl U4 Ita too Olll'rlll07 
oxee;t 41root ( repeat Uroct) Clll'rlll07 110,.. .. ,. .. thro...,. aathorl.led 
~t.llldac ohaaaelo 'bet-• t11a 17111 ted 8tat11 aaA Ouhe u4 with ihe l'ou­
thlr ozoopUoa that pareo118 &OiliC to or leavlac Ou.k - 'be peneUted 
to Oal'r7 a •z1- of $15Q, It lo .....,ow4 that tho _, ot $2!;0 
'be llta~Uohed a"•hhtrathol7 oboe U .., 'be e4doallll ie ....,... 
thlt _, ill thl htlll'l, 

!lh.lo 0o ... lrll8tai IQ?Pl'IClatll the faot thai tharo - 'be aptelal 
ecoaoalo rolaUoaahlpe 11uc woul4 'be 41nur1114 b7 the lotlezibl• 
o.ppUcaUoa of the abo" ooatroll aaA tl>orofore r-p1••• that U wq 
be DIOIIIal'7 to ootabll& a Uoenoiac qeila t o talol oaro of a fn 
lx«;Uonal rolaUoa&.lp o 'beh••• O..be eM other poiah ill ihe 
Carl~bean area alah will require 1ar11r ourt'lll07 •"-'"• Pleall 
a"Tho the Dopart..at cether the 'O..ben OoTOI'DIIIai fell• that ihe 
llta~ll&lllat of llleb a lioaaalaa qoi• 11 lliOIIIal'7 aa4 it 10 the 
character ea4 probable exteat of the e:110epUoao ooat~~;>lai14. 

!be a4opUon of the 110_. .acceoted abo" u4 their offeotl" 
ontoro-at will aeoaro pJ'OIIPi M41:pt- 1D the t1nl~,!!~t:_:!.11 
curronq 1aporie4 41l'lotl7 thro...,. anthorlled Ou.ben b-- • 

JJ't!WrtMI'.t. I'D 
fit 

CopJiillo t6/l0 {1+2 

Regraded Unclassified
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JG 
!hi• w1•cna -.t ..,. 
parllphraoe4 'betoN 'beillc 
co..mlcate4 to &lVO» 
other t.llaA • GonJ'IIMa W 
a&ella7• (JI) 

AIILicw.!IOll, 

CIOIIIJ) fiiJ.J I.Wl (llQIWIIC.&II UPaBLI C) 

169 

........ 1942 

10 p ... 

1110K !liUSUJir lOR DISWSIICI WI!II lllmlll'D ar :rmua. 

Beteruca Deper\Mat1 o olreo&lar Mle- ot 11q u, lj p.-. 

111. or4er \o •eure Ule trM ..,_,., of \lw 11JdW ftaw• 
currono7 betwooa the Vlllta4 1\ataa, Baltl aa4 tho DoalaloaA 
Bepubllc 7011 are Nqun\04 \o 41Milaa vlth the Klalator ot 

~ t.lla llllopUo• ot t.llo toUOVillc oootro1a liT the ao ...... ,., 
of \M DoaiAlcaa ~bllo onr \M ..,_,, ot 111>1\114 1\at•• 

currtur. 

b lloolAlcaa BePilbllc ohoul4 prolllbU the l..llpon or upon 

of Uni\o4 Stat .. C~~rra_. ozoapt 4lraol (~at direct) IIQrNIIq 

mo .. MIIh thro...,. •\llorloo4 btllllr:l.ac ~11 'be\vaoa tll.a 11111\114 

Staho, BalU &114 \M Doainlaaa Bepublio aa4 vlth further ozcep­

Uon \Mt panou coillc \c or 1aartac \M Doeh<ooa .lepla'bUo.., 

be panol.Uo4 \o -"'7 a •ez1•• ot $2!i(), a h ..._..w4 til&\ 

the ..,Wit of •250 'be .. ta'blloba4 adaiAh\raU .. J.T • ._ 1\ .., 

be a4rioab1• \o ro4l&oa UU• ..,uat la the tut\U'O, 

116 

· !!lh Go .. .._, 19PftCiaHI lM tact \M\ \ll.aN aq 'be 

lpeclal OCOIIOalo NlaUOAehlpo Cloll wU14 'be 4lahr'be4 'b7 the 

Wlozlbla qplloaUoa ot tll.a alton eoa\rolo aa4 tb.aratoN .. ..,., 

111 .. 1 that u .., 'be ,_ ... oaq \o aata'bll* a Uooulac 171t• to 

tote aaN ot at.,. o.-pUCJAAl rala\lonehlpo be- \M J)oe!o'•.., 

Republic aa4 otll.er polah lA tho Oarl'b'beoa area other til.., l!al\1 

ld>leh vlU NquiN larpr ~1107 .., ........ , J'loall ed.TlM lM 

Dapart••t C.tlwr \be aoni'IIM•t of tlw lloalaioall 118pU11o taolo 

that the aota'bll._., ot noll a 1lcauillc 071\ea h -•-.rT-' 
1! 10 the ollaracwr &114 pro'ba'b1a a%Ho\ ot the aoepUou COA\eaplato4. 

!!Ia llllopUoo ot \M .....,.... • ....,.a\04 alto .. 1111.4 their attaou .. a 

•Atoroa-t vlll.....,... prooopt aooap'- 111. \be Vll.l\114 Ita'-• ot 

curro1107 l..llpor\a4 41NO\l.T tll.ro...,. •thorlao4 lloallllooa ~1• 
banltl.ac ohllllllela, 

Regraded Unclassified
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Pll1l 
Tblo tolocraa 1011t 'be 
paropbraood 'beforo 'belllc 
co..-nloatod t o IAJOno 
otbor than a OoYO...,..Dtal 
IC"DCJ• ( D ) 

Soorotar:r of Stato, 

oOI>, ...... 10, 10 .... 

• 

llonoo OU:r 

Da\od Jaae 10, 1942 

lloo'd 3113 , ... 

lloforoDCo Do}lan...,t 1 o telocr• 1103, Juo 6, 1 l'• •· , u4 

lillbuo:r' o Ulocr• 368, ll&reh 24, 6 p.a. 

Bank of Moxlco opproYOd otahllilatioD acroo .. Dt ID April 

and oo DOtlflod tho lloxlc&D Trouurt. Moxio&D Troaour:r fallod 

to adYloO ForoiCI' B.olaUCDO, !rouurt hao l>OOD roquotod to 

forward noUfio~UoD of oppro•al at oMo, vhich oboDld 'be 

rocoi\'Od b:r ov.r COYO...,..nt vUbov.t dola)'. 
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In roply rotor t o 
; r ssa.&l5l/2379 

!be Soorotazy of State preotnto hto coeplt.ento 

t o t ilt llonorable the Socrota17 of tho '-'reaoury an4 tnu-

otto :p&ra:phraaed eoptea of telocraa no. 2&23, JUDo 10, 

tr011 .llllortcan Legation at Born, coneorn1rtf; Oonu.n pur-

c4aoo ot Spontoh oilYer curronqy &ll~ Gorman dollar 

purchaeeo i n France and dol lar oaloo in Swt her lend. 

Jncloauro: 

Paraphl"aaed co:ptoa ot 
tolocram no. 2623, Juno 10, 
troe 13om. 
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ftRAMtl! or m.'4]W4 Da&Im 

TOI 8to .. tuy of Bh.to, 11uh1DCtoll 

711<111 AKKna.lll LEGA'I!IO!I, Ben 

lll'llWI .Ju~'\.10, 1942, 4 p.a. 

IIWBE!h 2623 

a.toronco lo u.4e to to1ocram no. 2231, lillY U , tr• 

Locauoo • 

.l.ctual :p1rchaoo of az1J Spanioll o11Tor ourroney by 

Goruno u yot 1o uaconf1rM4. 900 tooo lo conot~ .. cl 

h1ib1Y 1111proboblo -ey tboro\l&hly c-.unt bonlti oc oouroo 

wb1c!1 cloubh that 1111ob oiotod. o1lwr in Spain l:nt boHOTOo 

go (oot goo) tooo & COQIIorotol tronoacUon pooaiblo 

thooroUoally. 

Gorun dollar ooloo be .. not officially con1'1noocl 

other thaD olroa4;y reported. Dollar notoo ))W'chuocl 1n 

J'ron.,. ey 1oclh1clual Gono&Do or• roacl>i.q ho .. u noot 
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•cc• 1n Brihorlon4 after bo1DC conwrtocl toto 9or1oo tronoo. 

'l'llo clo1lou--IW1oo franc oltCIIODct ow n bllo not bOon for.,.cl 

4owo 10' thooo oolao officially a .. &bOYO tho llq 16 lenl 

ey nearly 10 percent. 

!W!RlSOI 
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to: 111oa Cbaune.1 

l'roa: llr. Southard 

Need not be ah011ll to the 

Secreta I")'. 

I 

Regraded Unclassified



•Aid'IIAII • ..... flit& 

,_. MllrlMa J 7 I'r1 •a n 1 %? 1 

DAftl IUe 1 1 19U1 ) , ... 

lOti '1f 

file 3 II., lilu Mea *"II W a ftllallla IIU .. 

tlla\ ,..n ~ ~ 9e e J'Uihr"• la ~ an 'M~ 

ttnnul '-F ~ UW PI ~ .. a. tnMI a\ \M 

eoaueu..& n\e et nevev ..... ,,. .. u .. u. .. 1u ~­

\IIU ~ M e.i.._lu&, ~ hi\-1--' \M ..W 

huu an .... M ,......... .. u ananicea ·~an la 

tva ezper\H M !'u..,. ... MlA a\ a pntl\ If apJ!Hda\e~ 

100,... ..... 

ftltn •ur 
• •• 

Regraded Unclassified



122 

Report on ccntermce ot Jolr, Bewler 111th l!r, 'lbite aDd Ur. l!l.cka 
J~me 11, 1942, ) 100 P,ll. 

Ill'. Bewler referred to the British requ .. t that th87 be permitted 
to obt~in aoae ailnr as a substitute for tin in industrial usee in 
Bri~· lie said the British would like to h&'J8 on asre....,nt under 
whi ch they could call upon the delivery of lSO tone beginn1ng nooct fall. 

l!r. White explained tbe difticultiee that would be encountered in 
view ot the legal obstacl e• end tbe tact that a ehortage of eilver 
alread7 existed 1n the American market. The TreasUl'J' has already made 
arrangeooente to utilize its tree eilver 1n bue bare, aDd it was doubttul 
that euch arrqu011to could be made tor the uee ot the Tre&SUl'J' 'a 
r .. erve ei t.er. lolr, l!l.cks asked what Britain ' • coinage requir....,nte 
.. er~ and how they were met. lolr . Beltler replied that Britain used 
2-2$ .Ulion o~mcea per 1110nth 1n coin!~&" • aDd that tbia cue troa 
aCCIJIUlated atocke. lie said that thq Md e no\14111 atocke to laat until 
next !all. 

Cr . White aaid that be would aok the Le£8]. Divieion to investigate 
the N t tcr and aee whether s001e arrqiiC1CI>lt could be made, but be 
thoueht that it might be easier to obtain Confl'l'teeional perllliasion to 
lend the ailvor for monetary usee. 

l.lr . llewley then referred to the negotiation• between the Britis h 
and Amoricen eoverments 111th Switzerland and asked what the American 
Treasury 'a viewe were . Ur . White eaid that the American Ooverrm::ent 
provided dollar• for Swiss francs at the oftioial rate ot exchange 
tor Swiss uoea within this country, and th~t we therefore felt we could 
expect that Switzerland would treat ue 1n a e11111lar manner. For thie 
l'sason wo doubted the wiadOil ot includin&' thio point 1n the c..,.,.,.cial 
ne~tiatione about to be ei gned. 

llr. llh1 te ulled l!r . B. 1!. Btmetein who joined the conference 
and explained to llr. Bewler tbe etatua ot the negotiaticoa. 

llr. l'ftlq eaid t .hat he did not think the Britiah Ooverru:ent could 
take eo etrong a position in ito negotiation• eince the Swiaa did not 
want to acCUDulate additional sterling. He read from a telegr810 trom 
l«tdon eteting that the British Oo•emment might have to agree t o pro­
vide BOld in Ottawa tor Britiah r epre sentative coste in Switzerland. 

l!r. Bernstein then lett and lolr . Schaefer and l!r. Patterson of 
R. Y..O. Radio Pictures came 1n. J. atenofl'l'&phio recol'd was made or thio 
par t of the 111eetin&'• 

J . E. Iacko 
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Ill'. Schaeffer• 

Conference in llr. llhite'a Ottice 
Ju.ne ll, 1942 

.3•15 P.ll. 

Pree en t1 11r. White 
llr. ltl.clce 
Mr. Sebaeffer, R.K.O. 
llr. Patterson, R.K.O. 
llr. Bewley 

{To llr. Whits . ) I want to &I)Ologise tor taking up 
so 11111ch ot your time. 

Not at all. Sorry to have kept you waiting. {To 
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llr. Bewley.) Let me set bet ore you brieny the 
situation as I understand H. Then these gontlOMD 
uy add to it 1t they wiab. llr. Schutter ot R.X.O. 
caae to ua eeveral weeki eco and requested that we 
use our &ood offices to help release their troaen 
balancea in London, approxiut.aly " ..Ulion. I ex­
plained to him that was not a matter tor the Treaoury, 
R.K. O. wu one of hundrftdo who had blocked balancee 
and that the Treaoury could not end would not take 
any action in the matter unless there wae something 
to distinguieh t his c11e from o•.her cones , llr, 
Schaetter ~~~&de clear at once there was something very 
special - t hat they were confronted with a serious 
financial lituation and they llight find themsel v•• 
in banknlptey unless there were 1011101 fUnds forthco!Oing. 
Their ravenuee had not been ae a:r~at as they hod ex­
pected, expenses had been hi&htr , and they •ere in 
aerioua financiol straita. ln vi.,.. ot the tact thot 
R.K.O. ia an imi)Ortant cori)Oration, we felt juatitied 
in eX4mining the matter 1\lrther. R.K.O. presented 
eonoe material anrl we asked the S.E.C. to enmine the 
situation to see whether, in their opinion, it was ao 
aeri0111 aa R.K . O. claimed it to be. The S.E.C. 1Mde 
an i nveatigntion and R. K.O. cooperated in every way 
and the S.!:.C. •a conclusion bora out R.K. O.' • state­
menta. The facta of the situation oro aa they appear 
and the S.E.c . and the Treasury teal j uetitied in aak­
inC the British Treaaury to gi•e the R.r..o. si~uaUon 
caret\ll conaideration. They had a tiM lia1t up 
againat thea - a Board of Director•' ueting - and 
so •• puahed the thing alone ao rapidly u "" could. 
We no... would like to turn the utter completely over 
to you. It 1a now a !llBtter bet• een tho British Tr oaeury 
end R.K.O. The Treasury takes this I)OOHiom I think 
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llr. Schaeffer• 

llr. Bewley• 

r.:r. Schaeffer• 

r.:r. Bewltyl 

llr, SchAOfftrl 

llr. WhUe1 

liT. Schaoftor• 

Mr . Bewley1 

Mr. Scbutfor1 
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you know •• hove never oaked !or aeything o! thia 
character, nor would •e, • ere 1t not for the tact 
that you have an importont quad-public corpora.. 
tion • hich might au!fer aarioua conaequencea if 
llelancoa • ore not releaaed . So, •• feel juatifiod 
in making an exception in thia caae . We • ould do 
tho same for ·~ other corporation in the aaae poa1-
t1on that c:&IMI to ua. 'lbia, ho•oYer, is the firat 
Ca!Opa~. '!'be Secretary aaked •• to apeak to you, 
ban you meet th•, and 1t thoro 1o anything "" can 
do to help 1n your analyaio or the a1tuati on, ... 
would be glad to do eo. Tba ball 1o yours. 

In the first place, thia 110uld han to be con.sidered 
in London. Have you a reproaent•the 1n Londoo • ho 
ia 1n a poa1 t1 on to diacuaa 1t there? One who bas 
all the facta and !igurea? 

Yes, we have a representative, but he does not ha•e 
all the facta and !1sureo, 

You • ould be 111ll ing to put tho discussion 1n bia 
banda? 

Yea, we would be 'llillins. Thoro 1a a 1118tter of t 11118 
involved, We wUl reoeh our criticel otage next 110ek. 

II axt lfeek? 

lea. - And n haYe postponed our atockholdera• '"""t­
ing no• t 'llice - !rao June ) to June 10 to JUDO 17 . 

1 tight aoy that baa been duo to the t11te 1 t bas taken 
ua for an eX&ldn&tion. It took tbe s .s.c. a 11 tUo 
bit longer than bad been upocted. 

We reach a very critical - I !light aay desperate -
aituation hY Wadneaday or next 1f0tk. 

Not much tilDe. The releaoo of theoe !linda or so,.e 
part of them 11ould be all that i a required? Would 
i t put you on your feet a cain? 

lea , it would put ua on our feet. 

• 
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11r. Scbaeftero 

llr. Bewley 1 

llr. Scbaertero 

Wr. lleldeyo 

llr. Scbaeffero 

l:r, Bewleyo 

l!r. 'llb1 teo 

Ur, Bewleyo 

Mr. lihite: 

llr, Schaettero 

Wr, ~hiteo 
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You couldn1 t borrow apinet tt>.? 

No, we eaal t borrow aeainat t he11, There are ret­
trio tiona, We try to live up to our oblieatioNI and 

not underteke in Ullf aamer to borrow. 

Frenkly, I think all I can do 11 to televaph. I 
will telegraph tonight. I think your beet plan would 

be to give your representative tull deteils . They 

will want to discuu it over tber,e. n 1nvolna tbat 

old question of exchange control end policy. I aa 
aura they will want to take it up ovar 1n London. 

That would, of couroe, involve consi~erable tiJoe. 

I suppose we could telegraph. 

Yes, we could send a long cable . aot the fil!llrte are 

rather eoooplicated and it will be rather difficult to 

pve our London Company a picture of the over-all 

situation of tbe Co~ny. 

I assure you, it would be more difficult to give it 

to - · I can send it acroea witb an dr bag with the 

veatest of pleesure. It lligbt take three dap or 

over a week, Air begl ere uncertain. I will be clad 

t o out it in an air bag. 

llitht it be possible to cable the ..,.t eoaential t1g­

ures and follow th• b)' a report? Tbe decis1on micb 

tbe Br1tieh Treaeury would uke lllie)>t at least tenta­

tively ba aode on the basis ~f aucb significant figures, 

uauai.n& the following data would support the cabled 

figures . In that WIQ' you would not laae any tiota pro­

vided at tl\e same t.1M you (llr . Bewley) ..,old cable a 

report of this discueeion, 

lea, certeinly. I will send the cable at once. 

In that WIQ' they would heve e1gni!icant data followed 

by an ei.....,11 report. lou nd&bt aleo 11ent1on Ula ur­

gency of a otackbaldero' moetiOfl• I think the t1ro t 

t1ae you brougbt thie to our at tantion was when? 

About a month ago. 

Tbe del!Q' in bringing it before you (1.!1'. Bewley) was 

the desire or Secretory llorcenthou to ueure hillsaU 

of the facta 1n tbe case. 
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Of course, we have been a little bit reart\11 ot that, 

On the other hand, u llr. 111Ute brought up, I •n­
Uoned I couldn't. ep.ak tor the rest or tllo c~ieo 

but. if they found th"""olvea in a aillilar pooit.ion ' 

they probab~ would be entitled to similar coneidero­

U.on. 

Are you getting Ill yaur current ea.rnill£• unbloekod? 

Only about t.O per cent . 

The fact that they are only &otUng a portion or their 

current oarninp •:r consUtute a special elaso or 

cues . 

I suppose this wouldn't come u an unexpected shock 

in London? I suppooe they haYO an ideo or th1a 

alrea<!T? 

I euppoee ao. The industry over hero has. In our 

dioeussiona the other d&y, owin& to the desperate 
lituation 1n which wo tiDII ouroalYOo, whicb would 

poosib~ 11e&n we -old have to sell some nry •al\IOble 

aooeto which would put the C0111pany in sreat jeopardy -

I apeak now not officially, but quite unofficially -

there w3s a feolin& that in dew or our desperate 
situation that tho Colllp&ll)' u.y t1nd i teal! in a poa1-

t.ion where they would have no cboice but to uko du­

porato means to eeoure those i'llnds . Ao exproued by 

tome, they tolt that it woo contrary to the whole epur 

ot rolationabip between two countries. Some e"l'roued 

they felt tile poaaib111ty of placing thio 0011pan:r 1n 

jeopardy was certain~ contrary to the broad genoral 

principles ot the Lend-Leeae, Atlantic Charter, War 

Product.ion and Resaurcoa Board and the whole generol 

trend of thinp ainco Pearl Karber. People are du­

porato 1n e"l'reooing tllemaolna and felt they bad no 

al ternativa but to really take aoaoe serious a tepa to 

bring t1111 situation to the light 1n view of tile tact 

that our current tunca are being blocked. We are prob­

ably tile onl)' incluatry •boa• 1\md.S at tho present t1..e 

are being blocked on merehandiae that 1e being dell•ered· 
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I think the Britiah Treaaury, aa ouraelYea, will 
appreciate that there are characteriatica of thia 
particular ai tuation which set it aside !rom other a , 
Firat, the motion picture axporta which are aort or 
a quaai- public utility it you like, ln which the 
conoi<lerationa are not wholly the ume ae they woul<l 
be in the export of any other colllllOdi ty, Certain 
political and aocial ramifications adhere to the 
continued output and uae o! 110tion picturea. It 
wCNl<ln' t hold true or other induatriea. The !lOVing 
picture induatry ian' I. a GoYen.enl. 1notitut1on, nor 
1a it wholly a priute inetitution. A.a I underal.and 
it, they haven• t in their attitude toward the mat tar 
act.ed quite aa a 9ri'rate inat.itution, In the 
Treasury' a view, that would not be auttic1ent juat i­
tication in it.aelt for the United Statea Treaaury 
to bring tbia caae to t he a ttention or the British 
Treasury. Second is the serioua financial eituati<ll 
which that company linda itael! in. The latter, when 
imposed on the former, juatitiee some consideration. 
Thirdly, current eaminga being partly blocked migtlt 
make it possibl e to coma to a decision on this case 
without opening the door to thousands o! individuale 
and corporations who have pre-war accumulations of 
aterling blocked. 

If current earninp were releaeed would that be 
sufficient? 

In the light of the fact that thia 1s a workini -
which has brought about a condition in this country -
110re or l ees toraed alter tho Britiah idea - producin& 
a picture t1.rst and trade a~orln& i t before it can be 
aold, That ccnotitutas an inventory to be bu1l t up 
which r equires additional workin& capital. 

There is nothing more I can ,.y except that I will 
cable this to London. I don't believe they will 1118ke 
much progreaa unloaa you cable your ropreaontathe and 
i .natruct him to get in touch with the British Treasury 
or tho Bonk of England . 

I woul<ln' t like to feel that in our care1\ll examinat i<ll 
we had delayed your condderation unduly • The !act 
that Sir Frederick Phillip& hal sone beck, does tha• 
alter the case? 
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Oh no, he would cable it to London . He wouldn 't 

have dealt with i t here. They alwaye ineiet on 

negoU&tiona bein& in London, 

Negotiation• hove alwaye taken place in London? 

With the Tre&aur)' Dtpartaent O'rer there? 

'!be Treosu.ry Departaent and ~bard or Trade, Tho 

Tre&tur)' Department t.akeo an 1mllediate part. llhat 

ie the name or your repreaent.ati•e? 

ltr. Holmes. I J'l'Obably would not want to take it 

up with our ws\181 aaent . 

I will send the cable tonight to worn tho 'l'r eaeu.ry 

be will call, 

Th8t will be very helpful, 

You will hon to write h1a or contact h1lo as beat 

you can. 

llay I take tbe liberty of Af!ldin& you ..... additional 

reports? 

Anything you think uoetul I will send by d1plout1c 

pouch. 

We will get our coble oft. In ant icipation we will 

aloo get up anythina else that .. Y be uoetul. 

Since we do not have priorities on mail maybe yw 

would be good enoU&h to aend dati in a priority bag 

to Hol•ea, our own ll&ll, throU&ll the Eab&UY• It 

might take ua 2 or ) "eeka. 

I con aend it to the Brit.iab Treasury and get Hol•• 

to call !or it. 

You will help ue? 

Yea, I will be glad to. 
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I think it would bio pro!erabl.o to do it throuib 
the Britiah Treaeury. We would rather, !rom thie 
stage on, that the necotiatione be wholly betoreen 
the British Treuury and the R.K. O, 

I will do all I can but I don't lalow what poaition 
they will take. 

To close that, I sugceat you (llr. Scbae.ffar) leave 
your c.trd. 

I ha•en ' t had a card tor )0 ye ...... 

I aa not important, but I ha•e a card. (To llr, 
Bewley.) That 1a llr. Schaottor'o DODO, he 1e the 
President. I am carryina h1a bags !or hill toda:y. 

(To Patterson) Ifill you take 11r. Bewley's naae? 
(Bewley and Patteraon exchanged names.) 

Yle are 1n the llidat of a progru, i ncidentally, which 
as a public responsibility, ie very helptul in the 
war etrort. I am Chairman ot the War Activi tiea of 
the llot1on Picture Indue try. In 110' capeci ty as 
Chairman ot the ComHtoe, I aa quite familiar with 
what the industry aa a whole i .s doins. Pictures like 
•Ura,. Winiver", "Battle Station" and •Forever and A 
Day" (which picwrea the English artist's side) -
the proceeds are go in& to English cbarl ty. We expect 
t.o aake u . S. Arw:y training tu. wbicb call for 
considerable inveatotent, We are the one industry in 
the world doing e'Werythin& at coet, So, in that res­
pect, our contribution •• a co.peey is very bslpful 
and it. is l.Jilportant to the industry that not only our 
cOlllp&cy, but any other cCXtp&n)', be able to carry on, 
llay I add also, a very minute and tboroul(!l examination 
will show that we have no eo-called biih priced eX6-

cutivea in our organi.•ation, •o that the lUnda are not 
being peid out in salaries to execu tivea in the unner 
and style which one is accuatotud to hearin~ about 
Hollywood, The top a~lary 1e $100,000 and there is 
only one at that. Our money 1• not beins squandered. 

Rela ti nly, the ealarie• are very low • 
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J,nd the OoverMent gate a &00<1 ll1Ct Of that $100,000, 

Poesibly 50 per eent, I imacJ.ne. -
I aball get a cabl e ott tonight or by tomorrow. 

I •111 cable the situation, 

* * • • 

Regraded Unclassified



1 31 

Jablo I 

Prlot and Y1tl4 C~• ot Un1te4 acacea Seo~r1t1tl 
Junt ..,, 19 to J'u.nt 11, 19~ 

(Batt4 on • •an ot olot1ng bid and atktd quotation•) 

Prlott Y1el4t 

8lOUr1t7 JW\t 4, I June 11, June 4, June 11, 

19112 
I 19~2 

Chan&• 19~2 19112 Chan&o 
I : 

(beol&&i• are thlrty-ttoon4t) (Percent) 

• }6 
. 

. }7 +.01 
rate latt lttue '"' 

.46 .46 .00 

100.06 :~ 100.05 +.01 .55 -.o~ 
99 . 20 99 . 21 +.01 . 92 -.o 
99 .10 99.10 .oo ·~5 di .oo 
99.17 99.1~ - . 02 1. ~ +.02 

100.13•1 100.1 .00 1 .. 4 • 1 1.~ .oo 

101.14 1. 74 
., 

101.15 +.01 .. u~ -.01 • 

100. 22 100. 2~ +.01 1.90 -.01 

100.19 100. 2 +.02 1.9~ t 1.9Q -.01 

100.12 100.12 .oo 1. 9 1.96 .oo 
104.011 10'.0? +.01 2.0~ 2.0& .oo 
101.14 101.1 -.o~ 2.0 2.1 +.01 

10).10 10}.09 -.o 2. 22 2. 22 .oo 
- -

101.08 101. 09 +.01 2.4} 2.~, .00 

100.19 100. 18 - . 01 1/}2" ~~ 
0/}2" 

100.2' 100.26 -.01 .15 .oo 
100. 2 100.26 .oo · }~ -.01 

100,2~ 100.2~ .oo . } :n -.01 

101. 0 101.0 .oo :~ 
• a -.01 

100.~ 100.~ -.01 . + .01 

100. 6 100. ? -.01 .50 .~ +.OZ 

101.04 101.0 -.o~ .5(! :rr +.0'-

100.17 100.16 -.o . 56 +.01 

102.28 102.25 -.0} .56 .6o +.04 

1~.1- 10a.12 -.02 .71 •12 +.01 

1 .14 10 .11 -.0} .84 • 7 +.0~ 

107.22 lOr~ -.o~ . 92 ·9~ +.0 

105.12 10 .1 -.o 1.05 1.0 .oo 
105.0 10 .o~ -.02 1.00 1.0 +.01 

~t~~~ 109.16 
rn·16 

.oo 1.17 1.16 -.01 

107.06 .of - . 0 1 1.17 1.17 .oo 
6/15/'<0-49 107. 20 .1 -.01 1,18 1,16 .00 

10/15/47-52 11~.08 .o - .01 1.~ 1.21 -.01 

12/1~47 10 .21 10 . 20 -.01 1, ~ 1.1 .00 

}/1 116-51 107.22 107.22 .oo 1.} 1.} .oo 

2-1/2 9~15/48 104. 00 106.~1 -.01 1.}~ t~ 
+.01 

2 12 1~43-~ 10 ,20 104. 1 + .01 •• 2 -.01 

~-1/8 12/1 '>9- 2 110.28 110.27 -.01 1.59 1.~ .oo 
-1/2 12/15/49- } 106.24 106.22 - .02 1.55 1. § .oo 

2-1/2 ~1~~ 107.01 101.00 -.01 1 . 29 1.~ .oo 
2-}/' 1 51- 5" 108.29 10 .26 -.0} 1. a 1. +.01 

Lv4 
9/15/51-55 110.~ 110.26 -.ol> l.l2 1.u + .01 

lV15/51·n 10~. 5 105. 1~ -.ol 1.~ 1. +.01 

2 ~15/5, 10 . 00 10~.2 - . 0 1. 1.62 +.02 

2-1/4 15/5 105.19 10 .1l -.02 1. 7l 1.~4 +.01 

2-7/8 
~t~~~9 

uo.ll 110.1 -.02 1.9 1 •• .oo 
2-}/4 109·30 109.28 -.02 1.9? 1.9~ .oo 
2-''" 12/t~gg:6~ 110. 04 110.00 -.04 t.o 2.02 +. 01 

2-}/4 110.17 110.16 -.01 2.06 2.06 .oo 

of price OYer aero 71tl4. 
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Tab1o II 

Price an4 t1el4 C~a of Uft1te4 Stat11 &eour1t1tl 
Karob 19, 9112 to JW\o 11 , 19112 

(Ba.~e4 on .. an ot olo•1AC 'b14 an4 aak•4 quotaUona) 

Priola Y1ol4o 

SecurUJ' Karob 19, June U, Ob&ns• 
Karch 19, J\141 11, 

Cha~o 
19112 : 19112 I 

19112 19112 

(Deo1aall an tb.1ZO"tJ-IIOOn41 ) (Percent) 

Billa . 20 .)7 +.17 I 
~l'ftgt rau btt 1uu1 . 
Ctrt1.t1Catet / lJz, U/1 42 

•• 116 

Tauble Not7f 100.1.2 lOO.o6 -.06 ·'l :§g +. 1~ 

~4\1 ftl~~tt4 99.)1 99. 21 -.10 .7 +,1 

?jll 1~~~~~ 99.21 99.10 -.11 .all . 95 +.11 

99-29 99.1~ -.14 1,02 1.1~ +.1) 

1-1/2 12/15/116 100.1 1.4 

!axsblt !on4~5/.~ 1.67 •.o6.• 101.28 101.1~ -.1J 1-7~ 

~ ~~~ 101,011 100.2 -.1 1.11} 1,8 +.06 • 
2 9/l -51 100. 21 

1.96 
1.9Q 

2 12/l - 100. 12 100.1.2 .oo 1.96 .oo 
2-1/2 /l - lOll,~ +.111 2.09 - .o6 

2-1/11 l!l~ -fs 101.2~ 
2,0} 

10 .o 101. ··~ 
2.1.2 2.10 -.02 

2-1/2 l/l -r, 10}.05 10}.09 •• 2.24 2 . 22 -.02 

2-l/2 /1~ - 7 - -
2-112 9/l /o7- 72 100, 27 101.09 +,1,. 2.116 2.4) -.0) 

101,04 100.~ -.1a 5/J2• 1/?2• -11~2· 
1-)/4 1 /1 /42 101.11 100. -.17 2/}2+ 

:u -~ ?2· 
1-l/8 6/15/4~ 101,04 100.26 -.10 ,22 •• 0 

1 
9/1r4 

101.0~ 100.2a -.10 . 26 • 8 +.12 

1-1/8 12/1 'tt4 101.1 101.0 -.12 .26 • 8 +.12 
1 ~/1 I 101, 10 100.~ -.1,2 . }4 . +.12 

)/4 11 /44 100.2l 100. { -.12 T .5;! +.12 
1 9/1~44 101.1 101.0 -.1~ • 9 -~~ +,1 

)/4 }/l /45 101.00 100.16 -.1 • 1 • 7 +.1 

Fartlall T•x·txta t Bon4t 
- ;o 104.21 102.~ -.28 .41 .6o +,1i 

:l-l/11 10/15/11 ::2 10 .o6 lOl• -.26 ·57 .72 +,1 

~11' 11/15( 1Q5.o6 10 .11 -.24 .72 .87 +,1 

12/l~~~~~-~- 104.11 107.11 -.2 .91 .9} +,0 

2- )/11 9/l :t 7 lo6.o6 1~.1 -.211 .911 1.~ +,U 

2- 1/2 12/l 105.28 10 . 011 -.24 .90 1,0 +.11 

:l-)/4 ~~51116-~ 110.08 109.16 -.2, 1.11 1.16 • ·05 
} 

6/1~:::119 
107.28 107 -~ -·~ 

1.09 1.17 •. oe 
tlla 108.08 107.1 -. 1.1} 1.14 ··ga 

1/4 10/l /117-52 11a.20 na.o -·~ 1.£3 1.§ -.o 
2 12/l /47 10 ,2J 10 .20 -.o 1. 5 1,1 -.02 
2- )/II )/l 411-51 107.28 107.22 -. 1,)8 1.J -.02 

2-1/2 
9/148 

104.07 1o6.~ -.os 1.JJ 1.~4 +,01 

2 12/1 /118- 10 .21 104. .oo 1.211 1. 5 -·gt 
}-1/8 12/1 /119-~ 110.22 110.27 ··g& 1.65 

~~i! 
-. 

2-1/2 12/1 /49- 1o6.16 106,22 •• 1.60 -.o~ 
2-1/~ 2/1 /~- 1o6.20 107-~ +, 1.2 1.66 -.o 
2- )/ /1 I 1- 108.18 108.2 •• od 1. 74 -.05 

} 9/1~/51-~ 110.20 110.26 •• o6 1.78 u~ 
2-l/~ 104.29 105.1~ +.1, 1.~ 
2 ~~~?i~ 10~.10 10 . 2 •.l 1. 1.62 

2-l/4 
6/1 ~ 10 .24 105-ll •• 21. 1.80 1.7~ 

2-7/8 )/1 110.00 110.1 +.16 2 .• 00 1.9-
2-}/11 

~~~ -tJ 109.10 109.28 • .11 2. 01 1.~ 
2-~ 109.1.2 110.00 +. 20 2. 07 2.0 

2- Ill 12/l /~ 110.00 110.16 •.16 2.10 2.o6 

'fi"eaaUJ7 DiP&HMn'E, blTleion of Beaaaroh &i4 1\&\Iai loe • 5\iM n. 1§42. 

• Exotat ot ~riot o~tr &ero 11114. 
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'fOI SJOUUIJ IICIIGIII!IIAV 

fAt .. report oa the worl< ot \t. two u4 a bo.lt MT• I ba" 
bon o.bl o to opea4 oa tho !roao11r7 procru olac>o I •o loot la 
Vaaht actoa . &nrlcaUac 11711lt h'oa Prtuotoa 4v1ac ozaaia&Uou 
&All propo.ra Uoa tor .,_.,_, hao talala aoo\ ot 117 u... I lbo.ll 
t.n to rot....,. to Pr1oc>otoa oa 1r14ar, Jao 12\h, .... ut ll•«ar. 
J""o 15th. .t.ttor that I obo.ll 'bo h'oo to 'bo 1a Yaohlactoa. 

lraoot S..toheooa, beacl ot the J.Ulllar4 Solaool ot lluolc b> low 
Torlr, 1o wllHac \o ooa4 out oftr hh o"" - a roq ... ot to all coa• 
llrYatoriea, .ualc acboola, eu..er auelo ca.pe, 1\ cetera, 1a the 
co..,.t rr ooldac that oao or aoro ot tba procruo clna 1>7 thooo lDoU­
IuUou oaoh wool< bo 4o41oato4 to the !roaourr. At oaoh ot thooo 
ooaoorto a brlot opoooh tor Boa4 aa4 Stoap oaloo lo to bo .. do. 
(Dooo ooM OU hero wrlh thooo opooohoo or a t l oan "'""' tholr 
coatootot) fho Jullllar4 hao a booth lo lto toror tor tho oalo ot 
Boa41 u4 8ta.po, Other oohoolo Wlll bo aol<o4 to 4o tho oaao. 

!ho lo.tloDal r.torat1oa ot MU.lc> Clubo, throueh lto oocrotarr, 
llro. Clraco f ofto, put lholt at our dlopooal Wllll croal oolll\Uilaoll. 
' Vo ha" 'booa .tllJIC -lT tor ooaooao to loll v.a -~ wo C&A do' 
1o tho "'I¥ llro . !o....o pU\ 11. tho r.4oraUoa olatao to ba" a'bout 
45Q,OOO aoabaro, larpl.T rooldoalo ot .all clUoo aa4 towao. thor 
o.ro t1ll o4 wtth palrlotloa .. , oaorcr. Aaoac tho latonal ouuoo­
tloaa aa4e were ralllH, eoac ooa\ea\a, coacer\1 oftr local broa4.­
coouac oto.Uou, to 'bo arr-4 br nato u4 roctoD&l oo• lttooo. 
I boUOTo tb.lo 1o ...,rtll uplorlac, u4 I oholl14 111<o to co to 
Portlu4, llalao, aozt wool< tor a 4a7 to 41oo ... o pluo wllh tho 
latloD&l Prooldoal ot tho Orcaaioatloa. 

Soao ot tho •-• c>oaoorto clna lD aur po.rto ot tho couatl')' 
b7 Yarlouo orc>heotrao coul4, I bolioYo, bo 41rocto4 to tho froaolll')' 
purpooo. IYorrcao to whoa I han opol<oa about thlo bao booa IDilm­
olaollo. Dou'btlooo , ... ooDtral ottloo boro ....,. oot tho whoolo la 
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aoUoa. l alloa14 lla to nett a '"' of theoo ooaoorh, oopoo1all1 

IJ. t~ Woot, to ooo lin t~ U'a _.au r-1.... 1M WaUoal 

!flwpl!.o., Ia WaoiUOC'• 1o Yllllllc to ct .. u Uo procraa oa 
Jw>o llot, bat wooalcl lll<o to baYO a ao\ablo ooloht oa tbat oa­

o1oa. I 804o a oaa ... o for IQGb a oololot Ia low Tark, aacl I flat 

that, wl\ll ao .a.,\toa •• tal', •••1'1 ou of \he n.tat&D4.lac arUah 

11 aoo~ratlllc wboloi>Mr\a4l1. W.., of tho .. U'thh aro a\ proooat 

oa the Waat coaat. 

la4.1o abow u4 oonoarta o&D, 1 bali•••· k •U to 11na our 

purpouo boUar thaD tho7 •- to ban 4oao roaoo.tl.T. I ilaYO talkot 

wHb Croolo7 wbo pv.t all of hh laforaUoa au orpatoaUoa at ov 
41opooal .., Uao w wa\ 1\, llr. Crool•7 ooaflrao.., tooUac tllat, 

uUl wo ba"" •-thlac thet ..., oatlofaotor111 oo.apoto wUh tbo 

batt of the oo-.rolal ahow, we caa 4o ao baUer thaD t o aak \bote 

aa.c.c.eetul abon to pw 111, u tbe7 we paar&ll7 nov 4olac, a brlaf 

MfltlOD. 

I ba••• howe•ar, lA •1n4 plaae for pracleal7 the ttad ot ahow 

tllat alcbt .....,cooofllll7 •-to. 'lbh, I thlak, ohoulcl bo oao o110b 

ao 7011 ouccottocl at 70V houo roaoo.ti.T, clorU)'lac t~ Aaorlcao 

faa111 v.aclor tlla 1.apact ot wr aa4 laolv.41ac paraato aat Uttlo 

brot~r an4 evee\heart aa4 other cb&ractar e Vboaa r .. otloa to ratloa­

tnc. t·o l ettara tro• aolUar bo71 in cupa, to the dall7 nawa, to the 

b'e&IV7 1 a app-.1., at cetera, u..4 lhoul4 be praeaatad w1 th courace 

ao.cl h,..r, l ...,,t bolloft thet thlo h l.apouiblo, aat I llan aobcl 

two •• t.o prepare for .. 10111e tcr lptt, u.tvalJ7 wttbou\ ulr:iDC us 

co•.ltMD\1 wba\tTer. Oat of t.h••• ata lt 1.1ch&r4 llbl, aov at Jort 

l ackooo., l)o 701> thlak he oou.lcl bo rol-•cl to v.o tor a •to.lav.a ot 

two woob at tlot o•toot oo that he ooulol. cln u a -lo ot wbot 

ho oaa tot 

Sla1larl7 nth tha ooaoorh, I boll no wo ohou14 pruoati.T 

o:r;ploro tbo k1a4 or klaclo of provaa wo woulol. llko to uo proot,..ot, 

&bon uk the arUoh - or-haUoao to oo-ato. l ollall bo .... , 

••lfio about thh at a la\8 U.ao. 

I aa aware or bow estr .. •l7 tiYirt co.pttltloa for ta•ora\lt 

r&4io hove 11. I woul4 llD, hcwftr, to •-occe•t. t.h&\ U w haYt 

a ooriu of ratio oho• or otbar prov- u al&ht be pooo1bl o to 

IJ.cl,..o opoaooro to &In u \lotlr lloU'i troe U.• \0 tlao. fM7 

ooulol. he Yo \llalr v.na1 • o-oial" otatoaoa\o aacl eo woulcl looo 

lioth1ac to. \ho WT ot a4Y.,.Uolac. la tact, tholr wllll"'""'" to 

clo41cato tho Uao woul4• l ohov.l4 ouppooo, bo aa a4'f&a'"'P to tbaa. 

Liaw~ ... l •laoltao4 to th1Jilr: that 1a - oaooo the partoraaro 

Oil tbo1r roplar procraa• ooulcl protuo our oorlptt. It thlo oov.lol. 

bt broucbt. about , there tho~4 t bta bt little or ao tKptatt to u.. 
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I aa P""hiOC t.laooo lU.. oo tao\ ao I au. I ollall .,.10080 

tho clluoo to tloauo t- vl\ll 1010 ""'t - · !llo lato.rraclol 
rallt at Lewiooha 1\141• • Yo4aooMT, J•o }1'4, o-t. I aa 
boWid to oat, prott;r JIQOb of a talluro . Por.l>lfo ;roa ha•o ba4 a 

---~"t.h&pplor report. Oor .. lal;r I aoot .... •-rloaoo la thooo thioco 
boforo I oaa bo qalto ., .. ._., what ""' l>o ••o"""Pllobot b7 oa® 
.. oUD&I, !ho II ow Te>rl< aooUac oo-4 to ao ba411 &barUoot &04 

otaco _,,, lo &h•• of INaor oropt lato &aJthiac oan BlU 
iobl.llaon' 1 pat\er. Moat of the ~•che• ,._ .. to be au.cb too lODe 
&04 proU;r 4r&&rJ, &04 .,. 414& 1 t &M'lft at tbo polat Wbore tbo carto 
wore to bo olpot &04 tanot 1a utU it vao aUDil too tarl< ""' to 
ooo vhot •• oa tbo e>arto. Tov. wUl prob&blt roaoabor that 1a ooo 
of tho otauaoato aado 1a tbo report ;rou aol<od ao to road troa 
North Torl<, Oaoad&, tbo vrltor l&ld, 'loop awa;r troa polltlclaao 
aod otaffod ohlrto. lobot;r vaoto to boar tboa opoal<,' I oa 
1ocl1nod to tblal< that thlo 1o oxoolloat adw1oo. 

I oav x-;r Moaroo and bar -or (I) at bor apartaoat la Bow 
rorlt, fho plan about wbiob obi had tolovapbot to Nro, Mor&lllthal& 
to a proJoot for &ttorttac tralaloc ooataro tor ooaaualt7 olD& 
lea4ert . Nita Monroe ba4 no 4eta1la \houcht out, nor 414 •~ , .. 
hov 1t wao to bo n ... oat ualooo i.O.~. 1o wllllac to to it. I u 
not enthuaiaatlo about the 146&. Bar perfor.ano•• oerta lnlT draw 
larc• arowdt &Ad ctt a faYorablt pratt. I h&Ta betn UB&bl• to 
hoar hor 1a aoUoa , 'bllt plan to do oo nut Sunt&;r. Ror _.-, 
opoal<1ac for i.O • .l., lnoloto thAt that co- 11 t1oaao1oc llioo 
Monroe t olt lT tor patriotic r .. tont. 
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TREASURY DEPARTMENT 

INT." OI'I'IC. COMMUNICATION 

Dl'ft JWie 11, 1942 

The Secretary o! t11A1 '1'1-eU\lrT 

l nuaber o! WMkl aco you epoke to llr. O&llble and 11\YMl! 

abo•t a jo~t aaaa -t~ ot ~..:!:f~ted ~=~ ~I:Jiera , C I, 0., 
a.".ub• tnJil!tio!iil '2••' •r....:.L Gr30 tor wtdcb 
you propoeed that we &hould eo cure "f"' Mn Square Garden in New York 
and have a firet.-rate entertaim81t prcaram followed by liar S..vinge 
speeches by Sidney llillMn, Dav1.d l>llbintky and ~ure U. 

Sha ll we 10 ebeed w1 th th1 a proarU? W!.J1!ve~1,1..1aCL.the fact 

that you will.l>e the principal speaker ae an induce"""t,_ to 1nte.!!!'~ 

theae labor J!!)J.ons . 

-
v I 
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"""' 11, lNI. 

Ilol.r Honey: 

I apprecie. ted your s end1J>i e~e your 

report on ilurtiCie Tax Av~1d4nce which )'OU 

presented to Ute Joint C~ttee on Internnl 

novenue Taxation . 

Sincerely yours , 

r!Y~ 
Hon. Henry ~:orgenthnu, Jr . 
~ecret.ury of t.he Treaswy 
r. .. a.tneton, D. c . 
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THE WHITE HOUSE 

WASHINGTON 

Jlme 11, 1M2 

1or 7~ 1nto1'11&UOA, 
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,..U..WS, ..._ el r. - ...... I t trJ, .. -
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.......... "'""'• ,...a. .......... ...,_, 
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....... , ~ ••• -· ~ w.. 
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a,1 tNT ta ,_ W ..... .., ea& .... fiT tM ...,_-
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....... L ........ ~l. lliDhrart'a, 
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"-· !ler'Mr' I, X... 
Ow••-
"-" tl .... Ttllt 
1.., Ytllt, lw Ttllt 

!let. n...u. L .._,U& 
~ .. our., ... ,..., ...,, ... , .... , ... 

June 10 , 1942 

1 ..... -... tuweted ... '•llftlac ,..,1. " _,_ 

wUia,.. ~ .._ ut of Jh•' ... a PJI­

fMllUltt u • .., Ttllt OU.ra h..u l tl_, s-.w,o 

~ ..... '-" r-w. AYll'el I.oo~&, '- •---· 

.... '-l II1 .. U. l W. U....W 1'.-1 lltlllaU lt tell .-4 

r I' , 
I 

I 
I 

' \; 
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JUN 11 1942 

IJoar J.lr . LoDG I 

I am W ormed that the State Department h 
ccnslderlna the repatriation of one Dr • .ltaxlmllian 
Y.arl ,toichel~ a German allen now 1111plo~ed b1 General 
Aniline ond t il.m Corporation and rt~idlne in .Ubaey or 
Renu tlur, !lew York. 

Aa 10u know, t he ati'alra and pereonnel ot Genaral 
Aniline and Film Corporation were under inveatigation 
by the Treaaury Dopartmsnt tor several months and, 
thcreforel it ee1111ed appr opriate to make avellable to 
yo~ such rao ta as are in our poaaeaaion relating to 
Ur, ~eichol to assiat you in roaching a decision in hla 
case. 

I 
\ 

Dr . Reichel is a r esearch chemist, experienced in bio- ' 
ohemhtry , eapeoially enzyme ahemletry , He hu been in 
thl~ country since Apr i l 4, 1935, and spent the !irst 
tlve years here dolne research in en-rme ohenlstry at 
Tu! t o Uedioal School, Bouton, Waesaohuaette. Fr om Uay, 
1940 to December 31, 1940 he waa ~cloyed aa a chemist 
by General Aniline and Fiim Corporatlon at Johnson City, 
New York, and aince tha t t ime hu been eneaged in 
res~arch under Dr. von Glahn a t the General Aniline plant 
ln Ren&aelaor, Hew York. Hla work tor the comp&Ql ha1 
been in advanced ruearoh in dye ohemlatr:r wi th a~clal 
reference to aenaltistd dyes !or pho tographic r eproduction 
wo rk done in tho Ozalid JJl via ion of t he co:npany. For your 
in!ol'l:l&tion, tha t divis ion baa developed a method !or the 
awitt, econoalcal and eff icient reproduction of blue 
pr lnta, drawlnes, etc., an operation of obvioue importance 
in t ime of war. 
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It la asa~d that 1n deciding wbether to permit the 
repatriation of Dr. Reichel lt l a considered ot t.Dor tanoe 
tc evaluate hi 3 value to Germanf' • war effort, both on the 
buia ot' w!a t he might know ot denlopaenta 1n thh country 
and on the baaia of hit inherent wortn in hl• !leld. It 
i a, of course, lgpoaalble tor one to know with oertalnt1 
w!\at a technically trained r eaearob man m&f oarrr ln hie 
beao with retpect to new deTelopmenta in t hia country no t 
known abroad, It 110uld •e• honnr that a aoltniht 
ot Dr . kelohtl' a calibre would be autr!chntq ... u poated 
on recent and not generallY known technical denlopaenta 
in tala country to rendar hh return to Ge1'1W1J of aubatantlal 
valuo to the en-r. Thit h partlcularl1 true in Tiew of 
the fact that Dr. Reichel bad et!eoted an art•quent with 
the German Government to be repat riat ed long before either 
the oo~pany or t hia Oepartm•nt had any intimation of it, 
In laot, lt waa not untll he had re1igned hia peaition in 
anticipation of le&Tilll: tor Gel'lll&ey early in .llq , had 
fai led to obtain paaaage on a boat~load ot repatriatea, 
anJ had be en r e~ a plo1ed by hh auper lor 1 in the company 
that the situation •• calla d to our at tention, 

We have recommended to the Allen Propert1 Cua todian, 
who now hold a the oOIIP&IlT' a •took, and to t he IIWI&gement 
now operating tho attaira of the oomplllJ that Or. Reichel 
be diaoharged tortlurith. Under the oiroumatano11 the 
alternative• would ae•~ to be ei ther to intern Dr. Aeichel 
or to permit his repatriation. On the baaia ot the facta 
known to thia iApartr~~nt the toraer oour10 110uld seem to be 
requlrod in the national lntereet. 

Sincerely youra, 

(Sinned) ~> . 11 . Foley, Jr . 
Aotlng Secretary of the •rreaaury. 

llon, llrecldnridj;e Long, 
Aaaiatan t Secret ary of State 
wtale 0 partment 
"u hlns! on, IJ , c. 

JJO' C,Jr/ln 
G - 10~42 

CC : kr . Cro~ley 
ll.r. (\QUar 
J.:r . 1\la us 

I 
I 

Regraded Unclassified



144 

u.u kr. J4oulda 

• 

(/ 

I 
I 

l ~ 1n reoe tpt of your letter of Juae 8, 1~. 
r••liiULlJio ln!OI'IUtion u to tu poaitlon tak1.11 br 
the Trea aur7 ""pa.•t.nt with re.;u cl to tho n pl01MIIL 
or c.ber• or the law tll'll o! lblta .. Jodln by .General ., 
J.nl l1ne ud Fila Corpol'atlu, Sueh a pl'opoaal ••• 
adnnood b7 t he Mll&&•ent lihUe that tl1'11 • • under 
t ne "-P•nhl.on o! t be D.part.ot. 

h ;rou know, !Juta 41 .Joell11 had N pruenh d 
1, v. t arban1n.!uatrlt t or M'feral 1 .. ,., prlol' to 
the 011t~reak or the w.r, aot onlJ u He patnt 
at tornoya bllt l.n a A~ or otbe.l' oonnoot1ona, 
n 11 Jamo flrz bad aettd • • p• Lent ooun .. l to r General 
J.nillne. Under t he olrowutencu 1 n dld not. tul 
l .;at tlat e:apl o7lDent o! llle:&b.r e of t hat !11'111 b7 Genara.l 
Anllln• and Ylla Coroot'atloa wollld be oonalateut with 
0111' Plll'l'Oat to dlAlhaLt troa lh opuattona all tlu 
t~ l , J , farbo~1nduatr1e1 and the ~·••nt or ~e 
oo pany waa eo adylaed, 

ilot' . ' Tit ~~~'MAD irnold 
Aeslatant Attorney General 
Ut par tment of J~o tlot 
•&a.' lnJ t on, fJ, C, 

I 
JJ1. •:;, Jr/ln 
G·l0·42 
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DEPARTMENT OF JUSTICK 
Washington 1). C 

Honorable Edward H. Fol~, 
Office of General Counsel 
Treasury Department 
Washington, D. C. 

Dear llr . Fole;r: 

Ju.ne 8, 1942. 

Jr . 

145 

It is my understanding that the Treasur;r Department 
in Febru&r;y, 1942, opposed the empl oyment by General 
Aniline & Film Corporation of Werner Hutt and H. ». Joslin. 
The Department of Justice is attempting to appraise the 
significance of the recent employment of Wr. ~oslin b;y 
another domestic corporation which had close ties with 
I. G. Farben. I should therefore appreciate your 
advising me as to the bases upon which the Treasur;r 
action in the aforementioned case '11'& 8 predicated. 

Very truly yours, 

(Signed) Thurman Arnold 
Assistant Attorney General . 

Regraded Unclassified
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TELEOR/,14 SENT 

ELP 
This t tl£grorn must bt 
par o phra 8Ed bEf orE bting 
oomr.•unioatEd to rmy.1nt 
othEr thnn a Oovtrnramtol 

c. gtnoy . (BR l 

.\NENMSSY 

a:.aio.lli., · !CUBi.) 

346 

June ll, 1942 . 

10 p . rJ . 

.:1th rEfErtneE to dEsp.'\toh llo , 39 , K'\y 27, 19~2, 

l.!r , · .. h i t E, :.s Chi Ef of thE ."•cErict~n 'l'Eohn1onl Mission to 

Cub~ , rtqut8ts thnt you ;lt odv1std !\8 f o llo\18 , :.b tn thE 

F.i nMoE. IUniattr t•as in iios b1ngton in Uaroh nnd :.pr11, 

llr . 1·hltt assurtd h i m toot tltl.!btr o of thE lliosion could 

b t otnt to Hab:\na i n conntc tion with t b t Ctntrol B~nk 

project sh ould tht FinnnoE ..linistcr fEEl ttn t this \!Oul d 

be helpful , l.!r. ·:ihitE 1s thErEfore prtporEd to rtct1vE 

DUCh • request f ron thE FinancE Winistcr , HoutvEr, hE 

hopu th~ t thE Finane£ llinister in tl~king thE requrst •~111 

n ~ t Dptc l f y ~.ny JY'.rhcul.:!r DEL!btr of thr f.l1ooion but w1ll 

ll trtly no l< thE Ch tf of iliosion t o rn.~ kt one or uorr '"'Elll­

btrs ot thE ,Jins1on avn1 l ablt f or furthEr c1-.souss1on on 

t he Ctn t r n l Bonk. 

?n :FL:B~ £0 

HULL 
(FL) 

• 

Regraded Unclassified
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Mr. Ll'ro117 

Mr. Vbih 

·- 11, 19ll2 

Vll1 70u p1ouo 11114 \bo follovloc cab1o to ~bo J:abaoo7 at Rio do 

eipt bo oal114 to \bo fact tbat tbo StablUaaUoD Ac:rooaont of 

1937 .. plroo Jill¥ 15, 1942. It l\ ollolll4 4onlop In \be couroo ot 

150 

tho ooonroaUon tba\ tboo Jlnanoo Mlnh\or baa &D7 •ue&e•Uon to Illite 

In tbo aottor \boo 'l'ro......, would bo C].a4 to bo a4Yhod.' 

JAS :4o:6/U/'42 

.. 

CopT:lo:6/ U/'42 

, 
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SJUflSH !)Sf st.qru.t 
U.S. SECRm 

orm. nq. 197 

1. Jlt&l, 

e\1815 . 

lntorw&tion recehld up to 7 .l.lf., 11 Jtme, lW. 

Sut..I:in• &t.t&eU - in out.Mt.rd boul:)d convc;y to U. tJ.A. wu at.t.&cked 

1.n mld~At.Untio A.M. lOUt. One Br1t.1th ship wa• aunk ano! another t-orpedoed but. Ia 

at.W .Clott.. 

In woz.AliBlQUE arM one U .8. ahlp na torped.oed on Sth e.nd a 'tUKOd.aY 

qsul WDk on 6t.b. 

TWo emall lh1ps. ono Britlth, one Horw.gl&n, .,.re t.orpedood lA 

li.tdiUif'T.nMD yllterd.ay, 

~. MILITA~t 

ldJ!l!. 9U>. IOIIGHTSBI\IIlG£ Sector ~lliet. BIR JW\BIM. Tho lt ... el< 

begun at. 7.0 P.M. 8th cont.i.nuod untU 6.0 P.M. whon a succoaatul rr.e J"riinch 

at.taek eoapelled the tmiiQ''a wit.hd.raJral nortbwardl. Prolluro !'l"Ca t.be South con• 

t.1nuea. Our eolwana continued t.o hara .. t.hl tnftO''S su])l)l¥ linea treat ot lmW!L,,... 

lOth. Bl.R HJ.Ulll, Yet. a.not.her attack doveloped t!'OIII t.bo Horth. 

talla ·~ so tar lacki.nc b\lt our &ir eo-optrt.tion ... •1nuined. a.n4 OW' rtpt.en 

llltorcc-p't.td an M.tl.7 att.o.c.k by Gel"'MD dlYe bcablr1. 

), AIR OPERATIO!!S 

WESTER!! FJ!O!!T. lOU>. U Bo•ton• boabed LANH!O!! Atrodr""• · Ono 

•hot d<Mm . The Flght.or e1cort. dootroyod two F.W.l90'•, probabl¥ dettTOJ'ed \."Wo .on 

and da.-c~ t.hrle. Anot.btr P.W.l90 wt.l 1hot down oft t.ho ISIZ 01' WIGHT. 

lOth/llt.h. 17 aircn.tt wero aunt. ovt. on otfeMl•• pe.t..rola. 

onQIJ a.lrcnt.tt were onc.,..S 1n lllt.i- ahipp.l.na: operation• and sea alntng orr the 

Coruit. OUr oi&ht ri&htora <lootroyad too one! probobl1 a U>Ud. 

J.Im. DW-t.nc 8tl> on4 9th our tl&htore, 1n oMHlon to U>o•o re•>o,loa 

r•stonl"¥, doatreyed 7 enolll)' ritMore, probobl1 doatroyod to& one! clullrd 17. 

th~r 4 or our f1&btort aro r eportod la.t but 4 pllots prtvloua1y rtportod .tssins 

&ate. Near BI'It H.UEill 01'1 9t.h nbout. so en.., vcbicle.a " " 4ettNJ'ed or daaged. 

8t.h/9t.b. A Heinkol bcabor crashod 1n tht aoa, tour or tNt crow bolna 

COptU>'Od, 

' ILIIII· 9th/10th. t:ollincton• drej>pad abollt 14 tono or boalbo one! 

lnc:endl&r h -a U(lftC abipplnC: 1n TAJWI!O Harbour. SoY.JrU largo tlres "WCrtl toen in 

the 40<l~ard. 
!Wi[A. Sotuon 3.)0 P.M. 9th and 10.00 ,\,M. loth aboUt 70 on0101 alr· 

crott n .. anr u. bland.. OW' fieh-t.ere dost:rwtd on~o~, probabl.7 doat.royod o.noU.or 

and _....,. too, l Hlnl ainchOOplJ' allot dcom 000 Jll: 109 and ~ ln<>t.lwr. 
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COPY NO. ..l.J... 

OPTiL No· 199 

Y.m· llth. At five P.ll. an 8DOIII)' anooured force 

or about 100 tanks with lorried intantry we a atronc tbnlat eastwards 

t'rom starting point about 8 cdles North Eeat or BIR HAKEIII. llost Norther~ 

sroup ot ene1111 force was engaged by one of our Armoured Brigades at 6: 30 

P.M. and port turned Northwards. Subsequent~ two ot our Armoured Brigades 

were oncogod with the ene1111 force. No further details of action yet 

available. Many portia a or Free Prench from BIR HAKEIII are still coming 

in. 

Regraded Unclassified
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OOPTIO. 13._ 

PollowinC io oupplnmtary NI\IIO or opo..,.Uoaal. ovonto cov•ring tho 
period 4th to llth Juno, 1942. 

-During tne piriod, 2~ ah1po, inoludins 3 tonkoro, woro attacked by 
enu:~ subi:Dar1noe1 10 or thom 1nclu.ding 2 tankera ttoro a\U\k. Woat caauelties occurred 
In tht Atlantic and !lost Indios orMo, whoro 84,020 tono or 1h1pping woro loot. 
Tonnage loot by on""'' action during llay ao far rooordod uountod to 668,000 sro•• 
t.ona, t.ho second h1gheut monthly total or the •r· Submarinoa accounted for about. 
•• and abcolt 5/6tba of tbo casualties occurred in tho Atlantic. Dur1nc tbo ....,k 
oodtas tho 7th, 620,000 tons ot Ulporto arrived in convor in tho UNITED IDIG!XII, in­
elodtas 192,000 tons of oU. Non-tanker laporte tor April totollod 2,136,1.00 tone. 
Durtas tho wook ondlnc lOth, 1,110 ahipo wero conYO)'od, nono boins loot . 

.l!!!.I· llout of tho Itallan Nawol torcoo wore ,..., concontratod at 
TARA!I'!O on the 9th and included 2 LITI'ORIO and 3 CAVOIJI\ Cla80 Bottleohipo., 2 8-inch 
craJ.su• and 2 6-1nch Cruiaora, 2 other 6-incb Crulaera woro tom at CAGLURI, 
SARl>lliU. N9 ahipo arrived at BE!iGIIAZl dur1nc tbo wook and only 3 at TIUYCLI(L), 
but -••nte or OMll coaotal ohipPins continuod botwoon TRII'OLI(L) and ~. 

2. ~IL!W!X 

Ym· Hard ond evool¥ matchod fiSht1na oontinuod. Tho ritndrenl 
fr0<1 BIR HAKliiN wao decided upon to avoid riak of comploto looe or a voluablo Froo 
French continsont ~ho had fousht well but woro bolrl& outnumbered, ond to concon­
trato our forooo to avoid convoy commitraont. Capturod doownonte show that the c.rnoiO' 
lied lntondod thet tho l~th and 2l.ot Ponzor Dirioiono Md tho 90th Light Division 
•hould on the !trot clay, otter the capture of BIR HAKEIII by tho I taUan Arlote and 
Trioato Dhioiona , twinS North and dotoat our ..,...,.ad rorooa. On tho :!nd doy, 
t~~rn Wutwerda and capture our GAZALA position rr- tho roar an4 on the Jrd and 4th 
drlr> tum Eut opin and attack TOI!l'Jllt. Tho on'-J' • intention 1o probobl7 still to 
cor-ry out tho min roaturoa of his orlsinal plan slightly llodi!iod to fit in nth 
the P"'lont aituction . 

In BOBIU., tao Japonoao aro COIIoollclatinc tnoir position. 
In CIUllA, th• opo,.tiona arc slowinc doon, but llaitod actintt w:r contimle 
there Md in tho IIAIICIWIO area, u woll as in IIORnl CHIIIA Md North of CA!I'!III. 
E'ridonco or Japanooo int.ontiona cootinuos to bo ocanty, t.ho\111> conaiaten~ Yitb pro­
par&tlono tor oporaUona in tho !lorth. 

). AIR O~E!!t,TIO!IS 

!!ESTER!! l!lONT. Although on~ night 1\otlvity over tho United Ung<ICII 
••• onl,y olisht and ocattorod, 6 aircraft wore dootroyod by ou.r night tisbtero. Our 
night boablns woo roatr1ctod by woothor to two modiw-aoolo atteoko on ESS!ll and ono 
on lllll!ll. Tho total oortioo woro ool¥ about ono quarwr or the provlouo week. Con-

ainins Ut pooaiblo, bowev"r• and 289 aeo. ainoa •"ro l&id. 

UDlA· our air<:re!t playod a fllll port in tho bottlo tbroushout tho 
weok. Light boeboro, tlsbtor--boro and tighter• all combininS in troquont hOCWY 
low-altitude atteoko en AXio tanka and 110tor tronoport. Spoo1al ortorto woro 
diroctod in ouppo.rt or the ....,.,.i""" of BIR JW(EDI, wlloro tho Min Goran dlvo­
boabor ottonoho wu conceotrntod. Genorall;f, tbo inittotho in tho air oporotiooa 
"'"t.od Yith tho Ro7al Air Porco. The ocalo of onC1117 air aoti~ty toll to about 

or tnot or tho pro'Vioua -· . 

~· It ia .. ttatod thot taaro aro ,_ about 21.00 G.I..F. &ir­
··mtt dOJ>lo1ad .... tho Rl>ool.on Pront, or wllich abcolt 1400 .... qporotins 1n thO S<>Uth. 
711o total nud>or 1o o oliJj>t increo.oo on rxont tiCW"'• duo to roinlorc_,te wllich 

' ~"11 l»n •- t.... th• II..Utorron""" aroa. -• Regraded Unclassified



15& 

- 2-

4 611RAC!S P101 PHOICGIW'IIIC AJID I:!IHU.IGDICI IIII'ORrS <* !ll.SIJI.!S OP .1I11 .I.TrACIS-
~ lll!llf f"j;P.l\110ia II EIJliOPI 

CC!Idlll!l· """' .oTl' aatbfact.o..,. pbotccnpha .Uon en St.b, lt. 1o 
ootiaa\011 wt ~ ..,... c .. plo~ d..,..ta....S ._._ t.o about 60o ;. ... ,. 'lbo 
conaltltt MYt. ha'f'l buen hM.'fJ' &Dd at laaet 50,000 poreona ••ro probabl¥ Nnd.ered 
hcaolttt, t.bt NIDI.in4tr woro cSoubtlou p.&t to pout. 1nconv01\1enee ~ tbe 1Dov1tabl.e 
dillocotlon or public utility oorvicoo. It lo panlcul&rly olsnlf1cont t.bot t.bo 
pbct.cif!IP"I oho• an .W.Oot total abotnco of all mothodo of public tronoport. In­
dultr14l and ru1l""f dnDago was certa.i.t\ly e:xt.onatve • 

.!ol!!1m• Pbot.ograpllo 7th ahow rouulto ot n1ld proviouo n181>t - hO<Lvy 
®an.&w trJ tiro in ehlpyo.rda a.nd warohousee, do.mtigo to otution buildinss, goode yard 
and \J'IOck, hArbour otticea o.nd Custoes Houso burnt, w1douproo.d dut\go ~ tire and 
hJ.ch oxplolivo to bwlinon and doceatic property. 

OBE!\!WJS!ll. Extensive fire clo.oo.co at Ro.UW!I1 St.oticn, 7J.nc Rolling 
.Ulla :alao ahow olen• ot tiro, anoth9r Bult1-bct.,y tnct.ory h&D Wen almoet entirely 
dc,.zwtd, B&l>oock ond WUcox llorka do.oo.cecl t,y tiro and bloat. 

J!!lllll. AI rooult ot ro.id lat/2nd, doMe• t.o foote..,. lo•lldlng io 
at WUWII and at ) point& in tho l'llllftl' abed at OUISII!IIG. 

8!6 KDII!IQ. Bo- 9th AprU and lot Juno, 1) IIMpo ue reported 
•• b&•S.O,- ounlt or -god t,y a!Aoa in omoov coutal ...... tbo larpst l>oing 
a OcrwLD n11el ot ),)00 toes. 

5. OWUiot!AL Ail!CMli W.1TL!l CAS<JAL1'I!S 

METIWI'OLI1'AI! AJW. 

Bocbor1 
1'1ihtore 
Coootal 

Total 

In tho Air 

48 
22 

_s_ 
7S 

~ Oest!.9J:ed ~bG~ ~~~wa .ll!!!!W!! 
bbere 7 3 10 
P1ct>t.ore u · l4 30 
MJacollaneoua _1_ .J!1L ....L 

Total 22 17 41 

MIDI!Li! EAST (incll>ding IW.TA) 

In thO Air On tho Groynd 

S..bor1 4 
Fl&h~•r• ~ 

Totol Jl 
U Pilote ara reportod eeJ'o. 

De•troxed ProbablY putrqyo4 R9IW4 
Dcabore 18 1 6 
r1111>taro ~ _l.L ..J2_ 

frotal 4S l) 4S 
Ot Ute Abo•• thrct1 wore deetroyod M4 l d.uCl.lo4 by anti.,.ircro.tt. 
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J17lf114-ll, 1942 

Coordlaator or Iatormatioa 

THE WAR TffiS WEEK 
Even in tho abeence of a full report on Japan- loeeea at 

Mid"'liY• it ia clear that American air and naval forooe have 
dealt the enem.v a very heavy blow and one wbioh may 
obli&e him to reorientate bia offensive effort in the whole 
Pacific u.. In tbia engagement and in the Battle of the 
Coral Sea, the Japan- have loot a very significant part of 
their carrier strength. With the possibilities for a powerful 
ofreoaive tbemore dwindling in both Australia and India, 
China and eaatem Siberia are coming to the fore aa potential 
JaJ)6neee objeotivea. The enemy baa a considerable choice 
of routea for ofrensivea agai~ the Chungking regim&, but 
he ia at prceent striking with vigor only in Chekiang. Mean­
while Japaneae oommitmeote in China are not such aa to 
handicap an early attack on eastern Siberia. 

On the Eastern Front, the Gennans have yet to unleash 
the muoh heralded "spring offensive." Instead, they are 
still in a etage of preliminaries. On the one band, they 
are aeekiDg to remove the Russian threat on their flank at 
Sevutopol. On the other, they are apparently attempting 
to force the Finne into more intimate oollaboration with 
eurrent Nui military pl&DB, and the spectacular viait of 
Hitler to Helsinki is presumably to be interpreted as a 
phaae of this campe.ign. Meanwhile, both reoonn•i••noe 
and report reveal heavy damage and dislocation in the Colosne 
area as a reault of last week's blita. 

1 

. 
( 
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On the Libyan front, the war of rapid movement baa 
eettled into a more st.abi.l.i&ed pattern charact.erised b DOt 
attempts at destruction of armored equipment 1... ~tual 
lAval's relations with the Germans remain 80~ h& ~1, 
matic, but. reports indicate a heighteni~ of Nui~~· 
North Alnca, where German penetration is inc-..;n.& ~ 
evidence. --..,y 111 

The BaUle off Midway 
It is too early to draw any definite conclusions on the I'll 

and air battles off Midway and Dutch Harbor. Nee!, 
naval secrecy and the continued threat to our Pacific ial&llda 
have left many details of the two engagements in doubt. 
Altho~gh the ~urpolle of the Japaneee attacks is not eolirtly 
clear, ~ormati~n already published permits us to dJllw the 
folloWlllg tentative conclusions. 

First, ~he orisi?al air attack on Dutch Harbor waa piiJb. 
ably a f~t to distract attention from the main IIIOVelllelll 
toward Mi~way. The American navy was apparently fully 
aware of thiS maneuver, and took its precautions accordingly. 

Second, the presence of several transports in the task force 
sent against Midway suggests that the Japaneee intended 14 
make a lan~g on that island, and perhaps- if their first 
vent~re met With succesa- to push on toward Hawaii. 

Third, the task forces probably did not include the bulk of 
the Japane88 battle fleet-published reports suggesting thai 
the newer Japane88 battleships did not participate in the 
engagement off Midway. 

Fourth, this battle--ooupled with the Coral Sea ~ 
men.t-has apparently reduced by about half Japan's efl'ectin 
c.;mer strength- the one combat type in which at the start 
0 ththe war the Japanese had numerical superiority over a1lY 
0 ~r navy. Out of a total Japanese strength of about 10 
camera (excluding converted ships), six may now be eUDk or 

2 

severelY d.amaged- two in the Coral Sea, including one of the 
new RvuJwku class, and perhaps four off Midway, including 
the Akagi and KIJIJa, Japan's largest carriers. 

JapantU AUerootivtaiJ/16 Midway 
A victory of the proportions of that at Midway will cer­

tainly reduce Japan's striking potential. With time, in this 
case, working on the side of the United Nations, Japan would 
have difficulty in regaining the same relative naval strength 
she previously possessed. She may, therefore, be faced with 
the necessity of achieving the most stable long-run position of 
security available to her. Neither Australia nor India, 
where the chances for a successful offensive have been steadily 
dwindling, seem at this juncture to be probable objectives. 
In Siberia or in China, however, offensive operations would 
place no great strain on Japan's naval resources, and if 
successful, they would greatly increase her long-run security 
against counter-attack. It is to theee alternatives, some 
observers believe, that Japan may now turn. In this con­
nection, it should again be noted that Japan's current com­
mitments in China would offer no serious obstacle to an early 
attack on eastern Siberia. 

Slow Prii'J'I'eaa in China 
The Japaneee have not only lost the battle in the mid· 

Pacific-an event, incidentally, greeted in Chungking with 
the "greatest outburst of enthusiasm since the bombing of 
Tokyo"-but they have made somewhat slower progress 
this week in China. In Chekiang province, where operations 
have been most active, the walled city of Chuhsien is still 
claimed by the Chineee and now appears to have been by-' . . 
passed. Tokyo reported the capture of this strategic atr 
base and railway center on June 6, after having fought near 
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h -··h- to the city since June 2. Entering ita ...... 
t e app ....... . ~ . Ch .. '-· ' ........,. 
week, the fighting m and aroun~ .....,.en ap~nt.ly baa 
been unusuallY bitter and, according to Chungking, ha.a CIOe\ 

the enemy dearly. . 
Failing to subdue the defenders of Chuhsien, the Jall&Dfee 

have begun an attack westward ~ong ~e ~way :Which COli· 

necta this base with Nanchang m ~gst Provmce. The 
drive along this road is now prooeeding both from eaat aod 
west, with the invaders reported to be eome 150 miles from a 
· cture. In Yunnan Japanese troope have not yet been 
~-::;e to cross the Salween river barrier, al~hou~ Cbun&kioc 
report& that enemy troope there are ~g remforced and 
fighting is still in progress west of the nver. The advance 
northward along the Canton-Hankow re.i.lway bas proceeded 
at least as far as Yuan-t'an, eome 44 air miles north ~ 

Canton. 
Further operations were claimed by the Japanese far to the 

north in Suiyuan (Inner Mongolia) and against Chiottt 
Communists in Hopei. Fighting elsewhere. ap~ to be 
limited to minor actions, and the Japanese still refnuned from 
launching important offensive~ in :•critical" areas. :XU 
possible lines which ~uch offen~nves migb~ take are deecnbed 
(with an accompanymg map) m Appendix II. 

More Aid/or 1M Chinue 
Chungking bad other ca\llle8 for jubilation this week tbaa 

the victory at Midway. A new lend-lease agreement ns 
signed in Washington which in effect notified the world ihal 
there will be no narrow Anglo-American settlement of the 
peace (see Appendix III). And President Roo~velt h~ 
warned Japan in strong terms to atop the use of polSOn gas ao 
China or suffer retaliation in kind. 

Bllaut 

Verdict on Indum War Production 
As the Indian government announced the safe arrival last 

month of the largest convoy despatched to India, Allied atten­
tion focuased on the war potentialities of Indian industrial 
production. The Grady-Johneon mlWon, sent from the ( 
n ai1l:d...State8 to investigate the possibilities of increasing 
India's war production, bas already submitted ita preliminary 
report. There is good reason to believe, however, that the 
government or India will reject most or tho recommendations 
of the mission. 

After thorough study or the Indian industrial situation, 
the mission recommended the immediate despatch to India 
of cranes to speed unloading at Indian ports of certain types 
of machine tool equipment, and of supplies of ferro-alloys ''• 
such as molybdenum. Although proceeding on the assump­
tion that it is in general easier to produoe war materials cl066 
to the !Dlljor battlefront of Asia than to eolve the transport 
problem of sending materials there, the mission opposed any 
suggestion that Indian should attempt the manufacture of 
tanks, planes, and ships. India's present facilities for build­
ing planes, for example, the mission thought should be used 
only for maintenance. The mJWon further recommended 
the transfer of a rifie manufacturing plant in loW from the 
United States to India. In general, it ooncluded that India 
should concentrate on the mass production or oertain items 
which abe WM best fitted to produce. 

()/)jectiom of lilt Indian Governmtnl 
In addition the mission made certain more comprehensive 

recommendations for a long term program of Indian eco­
nomic participation in the war. On these points especially, 
the Indian government, according to despa~hes fro~ New 
Delhi, while perfectly willing to accept Amenean eqwpment 
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and supplies, has. tak~ a conservativ~ stand. The f~IIOWi!ic 
are the main pomts m a statement IB8Ued by the Vtoeroy'a 
council to the Indian press (but not for publication outadt 

the country). 
In the first place, the Government finds that the lltlly is 

growing as fast as the available equipment allows-quality 

being stressed before quantity-although the production ol 

war equipment needs to be stepped up. Second, a ""' 
cabinet--recommended by the Grady-Johnson miaeion-wbiJe 
effective in a country like the United States, might not wort 
equally well in India. Similar!~, the suggested creation ol a 

separate p.roduction department m the government, aooonlin& 
to the press statement, might simply hamper the work « 
industry, the supervision of which is now entirely under tbe 

supply department. Finally, the Government suggests thai 
mass production, while attempting to increase output, might 

actually throw India's industrial eoonomy out of balanee. 
Pointing out that government contracts are now working 

private industry nearly to its maximum, so far as raw mate. 

rial shortages allow, the statement concludea that India 
should approach with caution the further regimentation IIIII 
rationalization of its manufacturing establishments. 

The Lou of Burma and India' a Riu Supply 

The loss of Burma as a source of rice for India will probably 

not seriously affect India's war potential this year, accordins 

to the Economics Division of the Coordinator's office. lu 

recent years, however, Burma has become in~J 
important as the country from which India made up her me 

deficit. Indeed, during the last decade, India depended 

upon Burma for between five e.nd seven percent of her total 
rice consumption. 

Rice provides about 85 percent of the total calories ~· 
awned by all Indians. Both production e.nd consumptiOD 
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of rice are concentrated primarily in the eastern and aouthem 

provinces of lndia-Aeaam, Bengal, Bihar, Oriaea, e.nd 
Madras· Madras, as e.n important deficit area, will probably 

feel the loss of Burma moei acutely. 
There is, however, considerable year to year fluctuation 

in the availability of rice supplies in India. When there are 
poor rice crops in southern Asia, prices tend to be high and 
Indian imports low. Hence consumption also fluctuates, and 

starvation is not uncommon. Should the current prospects 

of a good crop materialize, India may therefore experien­
without Burmese imports- a "normal" bad year. A con­

tinuation of thia situation over a period of years, however, 
will aggravate the Indian food situation appreciably. Non&­

theless, it can probably be said that for the next year the 
absence of Burmese rice imports need not affect India's 

military capabilities. 

All4ck on. S~topol 
As the press reported a new German offensive in the vicinity 

of Kharkov, the Nazis continued their attacks on Sevastopol, 
the one remaining Soviet outpoei behind the newly straight­

ened German lines. Reports thua far suggest that the 
attackers are making substantial progress toward the capture 

of the city. 
Observers point out that since the loss of Nikolaev, 

Sevastopol has been the only Black Sea naval base remaining 

in Russian hands which is adequate for large combat vessels. 
Although submarines e.nd smaller shipping have been operat­

ing from such eastern ports 118 Novorossisk, Poti, and Batumi, 
apparently none of these have drydock facilities for large 

vessels. In other words, the loss of Sevastopol would 

render Soviet naval operations in the Black Sea exceedingly 

difficult. 
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Conversely, German capture of Sevaatopol would p~ 

the Nazis from hostile operations against their water~ 

tre.nsport in the western part of the Black See.- faotor ol 

some importance, in view of the heavy demands on the raiJ. 

roads of the southern Ukraine, which the Nuis have ap(llr. 

ently re-tre.cked only e.s fer e.s Odessa. The capture of 

Seve.stopol would further reinsure the Germans against 

surprise troop landings with Beet support such as the RU!Iiau 

recapture of the Kerch peninsula 11\St winter. 

Meantime, unconfirmed reports suggest that four addj. 

tiona! Italian divisions and seven Rumanian divisioll8 will 

soon go to the Rusaie.n front. Other reports point out thai 

the food shortage in Leningrad is making the position of that 

city incree.singly perilous. Here the Ne.zis are evideaUy 

bringing up and emplacing additional heavy siege gull8. 

Puthrtr and FWd Marshal 

On June 4, with a typically Ne.zi ftair for the dramalie, 

Hitler sta.ged a surprise visit to Finland to decore.te Mal8hal 

Mannerheim on the latter's 75th birthde.y. The Fuehm, 

accompanied by Field Msrsbal Keitel, arrived by pl&oe 

between noon and one o'clock. He called on President Ryti 

in his capacity e.s Fueh.rer, and then on Mannerheim aa 

commander-in-chief. Mter a state banquet, and a further 

conversation with Ryti, Hitler departed, again by air, about 

6:30 in the evening. 
Apparently the Finnish government did not learn of tbe 

projected visit until the de.y before the Fuehrer's arrinl. 

Finland's foreign minister has been careful to point out that 

no signifi.ce.nce e.ttaches to the visit beyond the state of c»­

belligerency between Germany and Finland. Accordin& 1D 

e. Swedish diplomatic representative, however, the whole 

thing was e. characteristic Ne.si trick to embroil Fin!&nd 
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further in the we.r; it gives the imp1'81!8ion that the Finns 

are oow definitely under Axis control. A member of the 

Swedish general staff adds tbe.t the visit rep-ted a 

desperate effort to induce the Finns to play an aetive part 

in the we.r, and to check Mannerheim's gradue.J evolution 

toward Ryti's position of opposition to Finniah participation 

in any Nui ofl'e_nsive. Incidentally, the Swedes are appar­

ently greatly reli.eved that they refused Finland's request to 

postpone their own presentation of a decoration to Marshal 

Mannerheim from Msroh of this year to June 4 the date of 

the Fuehrar's visit. ' 

CoWgrle: A W ee.k A/Wr 
Six days after the British raid on Cologne, recoDnai!l!!!!nce 

planes were able to photograph the area, revealing extensive 

destruction to specific industrial and transport install&tion.s. 

Although the significance of the raid in terms of industrie.l 

output and railway damage cannot yet be evaluated, certain 

measurements of the con.sequenees of area bombing are pos­

sible. 
Aerisl photographs indicate tbe.t e. total of eight square 

mil~r one-twelfth of the whole Cologne area-we.s pretty 

completely burned out. The effectiven8S8 of the destruction 

was probably greater than the extent of the burned-out area 

would indicate, aince the RAF concentrated its attack on 

sections where industrial and commercial establishments were 

moet densely loooted. Casualties, in a population of 750,000, 

are reported from Vichy to have been 7,000 killed and 11,000 

injured; and the SwiS8 oonsul in Cologne reports that 200,000 

are being eve.cuated from the city. 

Rtoclion w Col.ogtu and Eum &id4 

Among both warring nations and neutrals, the me.ss air 

raids have made e. deep impression. Axis propaganda 
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machinee were unable to conceal or diaaimulate the ebodt 
of the lim heevy raid on Cologne. . ~okyo radio, obviOUsly 
unnerved, broadcast at first the BntJSh version, wondennc 
only- to 1180 Tokyo's words-w~ether t~e ~id waa a "llub 
in tho pan," but at the same tune admittmg "undeniablt" 
deetruction. The Berlin radio finally abandoned altogether 
the attempt to conform to the official figures on the number 
of attacking bombere- 7Q-and said there were 150 "at 
mOI!t." Cologne newspapers received at Bern after the raid 
in describing still-smoking ruins and "a night of horror.: 
quoted a local Gauleiter's public appeal to residents of the 
bombed city: "We still shall need much patience and a Ion, 
time to overcome the worst effects of this raid." 

Diplomatic sources report that Spaniards were "deeply 
impreesed." The new Argentine Ambassador at Vichy,Ofi. 
viera (whose reputation is pro-Axis}, remarked to a reliable 
source there that Germany would crack if such raids were coo. 
tinued. The retiring Vichy envoy at Bern, Count de Ia 
Baume, decla.red that mass air raids might knock the Qer. 
mans out of the war before 1943, and quoted a Nazi officer 
attached to the Vichy Mission in Switzerland in support of 
his statement. 

British commentators were enthusiastic, but not ovet· 
optimistic. In time, according to one British radio comment, 
Germany might be defeated by air raids alone, but not in 
1943. Russian comment was even more subdued. Its first 
news of the raids, appearing June 3 in the Kra11110ya z"u», 
gave a factual review which concluded with a note ol 
"deep satisfaction." 

Briliah Pruti9e Riaa in France 
Public reaction to the big raids, as reported from Vichy, 

appeared to be almost jubilant, despite the &ttempt of the 
press to divert attention to raids on Paris industrial &rell!· 
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Storie& of "40 French dead" in the latter raids failed to bring 
the desired results, and there was some comm~t instead that 
the British must have exercised considerable care to avoid 
killing a larger number. British prestige, which had touched 
bottom after Singapore and the Scharnlwrst-Gmimau affair 
is now noticeebly higher, e.ccording to a reliable diplomati~ 
source-a change due not only to the raids but to successes in 
Libya as well. Frenchmen hope only that the raids will 00 
repeated each week, adding that this would be an admirable 
deterrent to French volunteering for work in Germany- a 
program Vichy is now pressing. 

Jnaeaud Communist Actiuiliea 
Coincident with the raids, and presumably synchronized 

.,.;th them, Communist activity appears to have increased 
both in France and Germany. The official French radio has 
admitted as much, and from Stockholm come further reports 
of organized disorders, sabotage, and attacks on German fire 
and police services, conducted during air raids. After the 
raid at Mannheim, according to these sources a score of 
Communists were executed for these e.ctivities', which are 
neverthelesa continuing to expand. 

Prolul of IM Gmncm Bishgps 
The new tempo of air attack against Germany's industrial 

areas-many of which have large Catholic populatioDJ­
may well reinforce the effect of the recent pastoral letter of 
the German Catholic bishops protesting Nasi persecutions of 
the Church. The text of this letter, issued March 22, baa 
now reached this country (it was published June 7 in the 
New York Timu). While it can hardly be described as 
anything like a clarion call to revolution, the letter is the 
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moet vigoroll;" ~atement of protest by the Germany clero 
eince the beginning of the war. 

A close observer emphasises the outstanding impc~ 

of one particular passage, t~t :w~oh . chargee the Nuia 

with the "wish to d~y Christwut! ~ Oe_rmaey dllliuc 
the war, before the soldiers, w!Jose Chri.stUIIl f&tb givee tbe.n 
the strength for heroic battles and eaorificee, return home." 

Since Nui propaganda has consistently aimed to maintain 

the solidarity of home and fighting fronts, this charge lllay 

reveal the beginnings of a significant fissure. 

The insistence upon perSonal freedom as a "natural right" 

reasserts once again the historic conflict between Church and 

State. But more remarkable and specific is the extension of 

the demand for juridical proof in the Cll8e of priee14 and 

laymen sentenced to concentration camps to include now tlJe 
release of "all fellow citizens" deprived of their liberty "witb­

out proof of an act punishable with imprisonment." Hitler'& 

speech of Apri126, a month after the signature of the pastoral 

letter, made very plain the futility of this particular plea­

were it not already evident. The reaction of German Caf.bo. 

lies, tom between their aversion for Communism and theiz 
increasing distaste for Nazism, and subjected now to lhe 

rigors of the British bombing campaign, will bear the cloeest 

scrutiny in the coming montha. 

The Bauk of the Deaert 

The Libyan campaign has settled down from the rapid 

movement of the first week into a struggle apparently aimed 

at the destruction of opposing armored equipment and lbe 

seizure of certain strategic positions. Rommel has firmly 

established himself in the nine-mile gap which be blasted ill 

the British defenses running from El Gazala to Bir Hacbeim. 

This position gives him a~ to his supplies and to poelible 

reinforcements from the west; and it is from this polilioo 
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that be has launched his repeated tank drives into the 

Knightsbridge area to the east, where the principal figbting 

bas taken place. The British have sucoeesfully counter­

attacked these Axis thrusts, with info.ntry and art~ery play-

ing an important role. The second center of combat has 1 

been at Bir Hacheim, where Free French forces, supported I 

by British Indian troops, withstood 1\li"II.QA inccseo.nt Axis 

attacks. Yesterday the German High COmmand claimed 

tc have captured the garrison at this outpost, which, if true, 

would remove a threat to Rommel's communications and 

t,lve him a southern anchor for any future advance. 
If in the end Rommel feela that he cannot capture Tobruk, 

he may dig in where he is, thus securing his hold on western 

Cyrenaica and leaving the British in their present strained •\ 

position in the Mediterranean area. The British position in " 

supplies is probably better than that of the Axis. Tank 

lo88C8 have been extremely heavy on both sides. High praise 

bas been given American 28-ton M-3 tanks, mounting a 77-

mm. gun, along with lighter armament. 
In the all-important task of harassing enemy supply lines, 

the RAF appears to be outdoing its foe, carrying its attacks 

not only to Dema and Martuba in Cyrenaica, but on to 

Sicily, Taranto, Naples and Sardinia. The British Navy also 

entered the picture, announcing that it bas destroyed three 

submarines sent to attack shipping off Tobruk, and that a 

British submarine has sunk a destroyer and three merchant­

men on their way from Italy to North Africa. 

French Optimism Createa a Dilemma fur Laval 

From France come reports of a new optimism, a new heUef 

in the United Nations' chances of winning. The attitude of 

millions of Frenchmen toward collaboration has hinged on 

their estimate of Axis victory. Now these estimates are 

apparently being revised in the light of the recent aerial 
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attacks on Germany, the British stand in Libya and 
failure of the Ge~ to launch ~ o~enaive in Ru.ia. ~ 
ia reported that high Freuch mtelligence offioera . t 
GermanY ia on the down grade. There ia abo an in ~ 
belief in France that t~e Continent will be invaded~ 
the end of this year, an opinion that will scarcely 

0
: 

diminished by the recent British broadcast asking French. 
men to evacuate coastal areas. 

Faced by this new trend of opinion, Laval ia at the 8&IJie 
time being subjected to increasing Axis pressure as weu 11 
to that of French collaborationistB such as Paul Marion the 
Propaganda chief, who is nmning an anti-British prees ~ 
paign. Laval hiroself, however, ia now reported to be w. 
sure of German victory. Having a constitutional aversion 1o 
being on the losing side, be appears to be playing for time, 
trying to limit bia collaboration to econ.omio matters. El'al 

here he ia meeting great difficulty in trying to recruit the 
French labor reinforcements promised to German.y. p~ 
fearful of a sudden attempt to oust him, Laval has placed 
the Gendm'merie N ati0114le under bia own. command. 

Franco-Itolian Tenritm 
Although hostile feeling between Italy and France is stiO 

very great, there are reports which indicate that Germany 
may no longer be supporting Italian claims. The French 
official prees earried an article, inten.ded to reassure t.ht 
population of Nice, which said that the Italian Fo~ 
M~ter '"':<~ underlined the perfeet harmony of Franeo­
Italian. relatton.s. Although this source must be viewed with 
distrust, there seems to have been some relaJCAtion of ltaliu 
pressure. 

The I talian-language press in America has thrown AD 
interesting sidelight on the strain that Laval's return roay 
have caused in the internal relation.a of the Axis. For 
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example, one paper commen.ta editorially that "the tut 
thread of confiden.ce in Berlin waa cut when Hitler promised 
Laval Nice, Coraica, an.d Tunis if Vichy would play a Quisling 
game." 

The Nazis Emnd Their lnftuen« in Nor/A Ajrico. 

There are disturbing reports that the French have been 
sending substantial amounts of war equipment and aviation 
gasoline to bolster their North African forces, all done with 
complete German approval and even under Nazi direction 
according to diplomatic sources. Germany is also stated ~ 
be favoring Morocco economically. Since December 1941 
the latter has bought 20 million francs worth of ckrman. 
OllUlufactured products. 

Another reliable and .,.-ell placed observer reports in some 
detail on increasing Axis pen.etration of the Moroccan area 
and says that groupe organized to resist this have diainte: 
grated since the advent of Laval. The Axis, he reports is in­
vestigating Moroccan air fields and seeking tho eventua{ use of 
this ares for bases from which to close the Straits and interfere 
with South Atlantic shippin.g. On the other hand French 
officials continue to urge us to renew shipments to North 
Africa in order to forestall possible German economic control. 
It is also reported that the attitude of French officials there 
has never been so outspokenly favorable toward the United 
States, and that belief in Allied victory is growing rapidly. 

The Nazis Recruit a Whiu Ruuian LegiM 
. In the Balkans, where many Russian refugees have aettlecl 

smce the last war, the Nazis are n.ow recruiting a White 
Russian Legion, according to reliable reports. While enlist-­
ment bas been slow, it is said that the Germans have en.rolled 
about 1,500 officers, thanks to the high pay. They are train· 
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ing th- offi.oers at . Metrovi<:& for ev~~ ~ ICiiD.t 
Serbian guerrillas or tn superv180ry capac1t1ee m ct.mpe ill 

Polsnd and Germany where ~viet prisoners are being held. 
Although the Germans have. ~duced an ex-Caarist Plleral, 

Boris Steifon, ~ t&ke the ~ta~ command, elfort4 to &!\ 

the RU88ian herr apparent m Pans to head a comprsbenaive 

White RUBSian movement against the Soviets have '-a 
unsuccessful, it is reported. 

Meanwhile the Hungarian government has conoeded the 

Nazis the rigM to incorporate Hungarian trooJl6 in Genuau 
military units, it is reported from Bern. Such troops a.re 
either Germans domiciled in Hungary or Hllllgaliaos of 

German extraction. 

ReactwM ro the Turi«Hlernum Miliw111 Agree7Mil 

The Turkish announcement that Germany would provide 

her with 100 million marks worth of military equipmen~ bu 

caused some diplomatic rumbling. The RU88ian ambuaador 

in Ankara was reported to be "disturbed", fearing a German 

quid pro quo would be involved. The British Foreign Oflic:e 

feels that the Turkish action was perfectly reasonable, siott 

the United Nations were unable to supply all the war material 

Turkey wanted; but the British think the Turks wers a titlle 

teo eager about it all, and they fear that Ankara waa nol 

sufficiently alarmed about the danger of German "experts". 

While wishing that Turkey would be leas stiff in her neutnlil)", 

the British recognize that the key to Turkish policy tie 

on the battlefields of RU88ia and Libya. The Axis, in tum, 

bas aired the agreement as proof that Turkey is a "natunl 

trade partner" of the New Order, deapite Allied lease-lend 

machinations. The Turks ihemselvea said little; one promi­

nent official doubted that deliveriea would actually be made. 
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In Ecuador the long-standing public dissatisfaction with 

the administration of unpopular President A:rroyo del Rio 

has been intensified during the last year by the fiasco of 

Ecuador's defenae against the Peruvian invasion, and by 

what many consider the President's maladroit foreign policy 

leading up to the disastrous boundary settlement with Peru. 

Thill cumulative unrest flared up on May 28 in a brief but 

bloody riot in the streets of Quito. 

The occasion was a minor one-a seditious manifesto and 

speech by a young army hothead, Captain Leonidas Plaza. 

The riot, in which public and students brushed fatally with 

the military police in seeking to enter the presidential palace, 

was quickly put down. That it was important in the eyes of 

the government, however, is shown by the inlmediate arreat 

of more than a score of prominent opposition leaders, many 

of whom were not present at the scene. Among these, 

significantly, were Antonio Quevedo and Galo Plaza (brother 

of Leonidas). They are respectively the head and one of 

the most influential leaders of UNE ( Uni6~ N acWnal Ecua­

toriana), an independent coalition of the ablest elements of 

all Ecuador's opposition partiea, which has done much to 

crystallize sentiment against the government among more 

thoughtful cit.iaens. While there is little public sympathy 

for the actual ringleaders of the riot, the public has apparently 

grown tired of the government's repressive measures, and 

continued imprisonment of such inlluentialleaders as Quevedo 

and Galo Plaza may increase the general unrest. 

&cent United States loans have helped to keep Arroyo in 

po•·er, according to reliable reports from Quito. The presi­

dent aeems, however, to have retained only the support of 

the army and carabineros and to have lost the confidence of 

most civilian elements. When congrees convenes in August, 

he may be unable to withstand a concerted attack by opposi-
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tion le&ders. While Arroyo's avowed policy of eooperaliol 
with United States baa not been aa elJective a.e micbt be 
desired, it is feared ~hat in the event of h.ia removal from 
office, his successor llllgh~ be ev~ !ess elJective, and that tbt 
change might involve senoua political upheaval. 

Unrat in J (Jl'1IIJiro 

The ste&dy discharge of workers employed on the Ullile! 
States base in Jamaica during the paat few weeks haa prodiJCid 
a rather critical situation, according to reports. With lilt 
progress of the work, the services of these men are no looger 
needed. The baae is now about to release 2,000 to 3,00) 
further workers, bringing the· total of those diamiseed ill 
recent weeks to about 7 ,000. Most of these men were 
ori&inaJly recruited in the rural diatricta of the interior, bul 
on leaving the base, they tend to drift into Kingston wbM 
they become a source of UllJ'e8t, and, according to oae 
observer, they tend to aggravate a situation which tbm.lels 
to become dangerously unstable. 

Caatillo V erfUB Congreaa 
The order of May 29 muzzling preas discussion of Conp 

sional debate on foreign affairs was a "lamentable error•, 
according to Argentine Minister of the Interior Culaciati 
(TM War This Wuk May 28-June 4, p. 16). The Ministlr 
explained that the order was intended merely to reaftina 
that the state of siege doee not permit preas diacuaioo « 
foreign affairs. The best qualified observel'll, however, be­
lieve that no mistake waa made in interpreting the onpal 
order: the government intended to muzzle public opiDion, II 
expreased in the Congrese, but was forced to modify its stand 
by the storm of public and Congressional protest that mel 
the order. 
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Vice preeident Castillo's policies will undergo a ~bin& 
xamination in Cong11186. The Chamber of Deputies, which 
~ narrowly controlled by the opposition Radical-8ocialiat 
~Joe, voted 98 to 13 to int:e~late Culac~ati .o~ June 18 on 
(1) the motions for establiahing and mamtammg the state 
of seige· (2) the reasona for the decree of April 11 arresting 

57 so-ailled Co~unist.a; (3) the order ~r May.~· The 
,·ote is significant m as much as the Radical-Socialist. bloc 
in the chamber has 82 deputies and the government "Con­
cordancia" 76. The Senate, overwhelmingly pnrgovem­
ment also aaked for an explanation of the state of seige, 
altho~gh in a much milder form. 

Subsequently, on June 9, the opposition deputies opened 
an attack on the government's foreign policies. Radical 
deputy Radl Damonte Taborda, chairman of the Commission 
to Investigate Anti-Argentine Activities, offered a resolution 
to break diplomatic relations with the Axis countries. An­
other Radical deputy proposed the diplomatic recognition 
of the Soviet Union. A third move, presented by the 
Socialist leader, NicolAs Repetto, asked for a full report on 
foreign policy from Foreign Minister Ruiz Gu.iftazd. 

In view of this evident tension between the government and 
the lower chamber of Congreas, more than passing interest 
is being paid to recent items in El Pampero, an openly pro­
Nazi propaganda. sheet as well aa a. staun~ su~port:er ~! 
native Argentine fascist groupe-the ecKalled 'Nationalists. 
On the last three days of May, this paper published strong 
attacks on the Radical and 8ocialiat aectors of the Chamber 
of Deputies and called for a dissolution of Congress. 
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APPENDIX I 

BNGLISH ATTITUDES TOWAIU> TRB UNITED STAfiS 
SINCE PEARL HARBOR 

£ac1iob altlludeo to.....,j ll>e Uolled St&!A!o olnco Pearl 1larbo. ba,. 

predomlnaoll¥ triendl1 and -perati•e. .nu. •<II¥ a •orr modota&o ~ booo 

eomme.nta exp~lns criticism or tear or American domlnaUon. Suob It: 
oondUJlon of a •umnl atudy by U.e Brlllah Empl"' Soetlon of the~ 

om ... - •• diplomalle _,_, pa..u.o-a""T ct.ba&oa, aod ll>e F.ociWo,...:. 
Prior to our entry fnto c.be wa.r, BriWn'a 6nt warm feeUn.p t.owant ~ 

had yielded to tome re&entment over our alowneee to &ct. At the same u., ~ 
Rod Artar p-oled &eland with unos:poc:led aad •orrt.anclblo ~ .. 

., ....... _.._ M a ....W< Rwol& for a time dlopl&ood "--ea 1o ..: 

ee:toem. 

A-""&.inoiMWor 

Wboo M lalt Amerloa en~ tbe atnosalo wbolebMrledlr, lbo - .,_ 1o 

Eoal&od w-ltb aenertJ. e&U.tactlon. Thttt1 were eome bitter oomme:ntl onr a. 
laet ~we. like the Uolt.od Klnadom, bad boon oausbl uoprepored, aod ,-.. 

,.... cl.loappolouoeoto f or 1- wbo upeot.od mirNleo f- Amortea. a. 0 

senerallhere bM been eon.eiaten\ praite tor wb&c. we &re dolns, tympalby 0\'Woar 

reverte~, and • deep rtlla.nce on America in tbe matter of plana tor tbe or~ ., _ _ llabW,,. 
Critical commcol 11-. I........S about oor\Ain ,_,..,, - 0o 11M oil'> 

m.at.lo front our disposition lo remain on •J>M.kln& terme with Vleb1 bN lrrlwcd 

lbe Brlll&b, wbo favor lbe methode uood al Mada&aooar to <bcoo o1 lolarllolqa 

Fear ol AIDerleac domlaaUon 11-. ~ up, eopodall7 In -­

EooaomicaiiJ, lbelnroado of Amerlean firmt oo Brltlob IIIOD<plr-tor m.jio. 

Pa,n.Amuiean Alrw•y•' lovulon or Africa-arc eecn u rombadO'W'i.QI J*'-nt 

COIDpoUtloD ~ m&J pn>Ye cl.loaot.roua. 

Somt oblecllooa be" alao beta nllaed to lbe aro'"•& lmponaoco ol .,....,.. 

In t.be direction of the w&r, which one epeUer ln the Houae ol CoDUDOCII fft 

"ould reduoo Enaland to "lbe pooitlon of Amerlca'o HeUaoiADd off tbo -d 

Eun>po." AltheQihlbmo be••---~ .,_ ...... 

- beppeoia& to lbe Empire aad 1o lmperl.ol pre!-... OD4 wcll-plaood _., 

report. thai mool people reprd with deW.hmenl, If not wtlb lboroup _.,. 

<bo olooor Uea o1 Auatn.lla aad America, a developmool wbleh lbJo-foolo 

wonld beve"""""....., a ,.., aco. 

Our 1Vor E§ore 

About oor ...., d!orllto<U <bert baa beoo UIUe hcollle oomment.. So•,.. 
Uellm bu &rieto llbout Amerlca'a prom.leM of a.id, a11d voioel from tbt t.ft"-" 
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coatroolod ,_with wbet - "u aeluaflr dolo&. Bo.,..._, lhuo dcoo ..,1 
oppoar 1o be aor bulo lor lbe .-rlloo lbal lbe BriU.h pubUc 11-. been led 1o 

bollovo thai all Amerloao produoUoo. lllluollled by olrlkea. Tbo roaeraii..U.,. 

11 - .,_, aod .,.utudo for our proclucUvo oapaett1 • 

Oo the m.UI\&ry frool our IUOCIMIII bave broucht elatiOJ:t., aoc:1 M-.c.Artburtt 

prt~tl,e it uld to etand "hl&ber thaD that of a.ny ceoertJ out..lde Ru.ia,u Tbe 

focllola bavo oompared <be berolo cletonaa of Balaao wtlb lbo brld - of 

Slappore, aad bavo DOl lolled to o.ol<o ll>e lnJall7 abowo b7 tho rut~ Ia 

oont.,..t to tho at.Utudo of the Burmeee aod lodla.u. Tbo arrlviJ of American 

-·from INland to Auolralla, baa been balled wllh •nlhUJlum. 

~fi¥W.Prm 

A brief turvey of a number of Britiah nenpaperw thowt a uniform fr1endUoeu 

lold, eV"tn a dt8oiU dMlre to oultJ.va&.e Amerle&D &oodwill 1'he 1'1'MU a.od th; 

J/t.cA~.tfr Gunlio• have laid .,..t stnrll oo America'• r6a.. Admiradoo ot our 

W'a.rlt-'Cien and optimlam about our oontribuUoo have tun hfJh. More t lcrdftea.ru, 

pttbapa, ill tbo fa.et that the popul&r aheet.a wUb onormou1 olrculatlon• Hko tho 

Dotlr &pr.u a.od Doll• Min,., are uniform In tbt:lr pralte. Bloee U..~ tend to 

eawr ~ tbe pubUe t.llte, the7 mllbt be upeeted to ,.aeet c:tfUdlm ot Amtriea tt 

It were indeed prevalent, 1'lf &oMmflf, whJeb handlet American "'" ad6-

quatel1 and fraokl1, atvee &D lmpreadon or real oonvlet.ioo In 1\41 Cavorable com~ 

IMOll oo Amerloa a& war. Leut ft.aU.utnc it toM N,. &.ktMOA, whleb c.tDdl to 

...,.,. America, aad lt.teaa<beoa lbe t .. Uoa <bel Ea&lioh LoiU.to are IO<Uaod 10 

link their fato wltb Rtu~~la rather than t-ho United 8t.atee. 

l.a IWDlD&tJ, the BrltJab are obvloull1 NOtlvln&: lacreuinc enoouracemeot trom 

A-a. B1 eomparlooo wl<b lbe violent IUIU.Brillab auhudo ol maayldueoUal 

Amtrlca.o newtpape:n and politiclao.t, tbe a ttitude ol pre. ADd olllldllllo Eap.od 

c.onrd u.s hu boen a mocltl otfrtonclly oooperatlon, the repon. ooncludet. 

APPENDIXU 

POSSIBLE ROUTES FOB JAPANESE OFFENSIVES IN CHINA 

Tbe J&pao• han lOme thtneeo avafllble avenue~ ot a tt.adl: ln ChiD&. .. t.bt 

aecompa.oylnc map indlcata:. It they ahould unMrtab u all..out o4emivt, 

&lmod to eruah Cbuo&J<Ina realol&noo, lhe Japan- would probobiJ .,.. 10me 

-blnatloo of the criUcal routooladleated, aooordlnc to a"'--'""' p«pared 

ID tbo Far Eaoton> S..tloo o( lbe Coordinator'• olll... Sucb a ..,.pa~p ml&bl 

well Include: a push aoroe. tho YoUow river J)Nt 81an1 pOillblr tupponecl b1 a 

dri't aloa.c tbe Baa river valle7, and probably 1oe00mpaa.led by a elol.l.nc ot the 

PI> la the Pelflla&·Haokow railroad; a drlvo oo Kuamfn& a1oot the Burma 1141d, 

P"'llblroupport.od bJ lhruoto from Freaeb lndochloo or lbe Sban IIIAtoo oiBurma ; 

a.nd anauy • UnkJns of Ua.tlkow with Cl.alOo by I northwArd drive from C&oton 

lhloo&b Sbao-kuao aod a oouU......,j advaooe lbrou&b Cbaupba aod Hma· v..., 
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S.ICIIET 
Tbere 11 no evldtnoe u ytllbal lht Ja- have oommllltd ~ 

10 ambftlouo a procnm. Tba7 .,. al -~ rolatlvaiJIDaetlvello ,_ ;"~<> 

river -""rand ban w>donake.o Uu.lo ....,. than ~ _..., ... 

t.beJr poeilloDt IJ>Ibo Yw>oao area. Nor do Ja- opera11o01 "' c..': ol 

701 -a doclllvo drivofor lbe ...uro.d. " 

r•• /lanko•C4nloft Roilrood 

- Captwo ollhe wbol.oflhe Caot.On·Baokow rallw., •ould bJilooll be,..._ 
blow 10 FJot CbioL h would DOl ooJr Fft lbeJap-..-. illlollor ... 

communluUon from Bongkona to the Sfberfao border, but wOUld opea 11 .: 

pro moe ol Hunan t.O Japaooae explolt.atloo-a provlnoo rlob IJ1 tuoptoo, .. u!., 
t ulpbu:r, atao. lead, mana~A~~~~, ooal aad f.roo, .ad ao imPQrtaot riot 1• 

EMtorD Hunan, muob o1 Kw~una, and all o1 Cbek.laoa, Kl.._ aod~ 
provill- ...ould be loolu.d from Chungklna. 

Tba J._ mJabl evtD Umlt tbtlr drivo t.0 va.riouo poillloillooa ,_ ~ 

and otlll wto importanl objoollvoo. From CLotoo northward, -~*ice tl 

Sh ... kuao alone would add toriouol7 10 the dlllloultloe of Cbloooo lo~tn~a~­

muol<alloo. I'Urthtr north, Htna·7ADI is porbapo ll>t moot tmporloot nllnod 

eommlllllullono oonw In FlM Cblna. CbLDpba..., beap...-bedtf.._hoo 

the Ja~neeo bue•t. Y~yanc or Na.ncbana, altbousb tbe latter rout.e wO\lld., 

ttaversioa rouab ud bllly oountry. 

Drlru T~tDOrd Ku"'"'"' 
A rooumplloo of tho Jap.._ advuoo alooa lbt Burma road IOwiii'Cl K~~~~Uc 

wollld-' 110 pt- t.trTaln obttadtt In tbe ruepd CDUOIIJ ..... t1 Tol 

Tho roUins upland furlbtreMtohould p.-nl ao YtrJ .,..atdllllcuiiJ. K ....... 

ll>o tt<Ond moot imporlaotlnduotrlal oonter In unoocupted Cblna (J>ert 1o CJbuoc. 

kJoa), wollld be aa tmporlaal prbe. It bu maeblna abopo, ao flodrittl""' 
meat factory, motor repair 11\opt, power plaot.l, and a •artetr oiiiD.IIl t~ 

10d In addJtJon, ll tho chJef depot for Ywmt.n Un, oopper, &ndmooy, ltl:lc, .,W 

and .Uver. Au aU.tro.Uvo route to Ku_DJilinc: II tb&t from LaobllD. J.Ddo..Qiu 

( 7\o Wor n.:. WHl , MAT 1~21, pp. &-e). 

PoftlUnw i" Wut C\iM 

To driYt oa Sl&a ftom theft bue at P'u..ehou, the J~ m\IA era. 1M tWt 

ooune ot the Yellow River aad move t.mmedlately into ru.aed oouau,, 1111 • 

yet t.bey have made oo eeriou. attempt. to do thl&. The ftiiUltt ot a_,_.. .. 

-palp 1D tbll_,, bowevtr, would not bo lnOOfllkkrablo. Tbo...., 
of 8tao, a oommu:nlcadont center on \be Luaahai railroad, would _... llr 

Japaa addJLlonaliUpplles of wheat, raw ootton and bidet. Pao-ehl, tbe '""' 

lmPOflaDtiD<IIIItrial _.., alll>t _...,. wnnlnol ot tha Lunabal rallroed ....W 

bo lmmedlato•7 tmperllod, aad porbapo Cbtnatu aod Cblllllkilll u ...U. 

Sucb a drlvo on Sian mlaht be acoompanlod by • lhrua~ •ootwiii'Clfromllliatc' 

JADC. altbouab betwttD tbll raAibcad and lbe Uao rivor vaUe71.btn II lD - • 

raaaod nauolrJ, ant tttl17 e-. Tblo drive, b7 llotll, probobly ....W .. 

,.PA7<b• ollorl, but In ooojuoctloo wllb that on Sian 11 ...nuld 1"-tonlllt .WO 

Cb'- poellloolo woeloro China. 
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An olforiiO tako lbe now dtmoUtbed portion ol tba l'ti.,..,.Hwow ..nro..t 

bel- Holli·JAD& aod Cbo01-<hou would be probablo II 8U.D ,.... a1eo ao 

cbltcll••· olooe ..u oommanloa&loal oollld lbeo be OptiiOd ,_ 8haaabal 10 

SJ&o, Tblo raA!road altO would be a val....,_. 001eaoloo ollhe C...'-Baokow 

roulol, u the latc.er ...,. fully controlled. 

R..U ,,... R•trio 

11 aJd 10 China via Ruoela thould lbrealoo 10 bc<Omo a maltor o1 major tmpor. 

.._ ~- forott ml&bl altempl t.0 - ll>e roulo from 1\ult- bJ 

po1hioa _,,.ard from lbtir bMe al i'o<M'ov, ltrmillal ollhe Polploa"""""" 

ra.llroad. :From PfoO..t'ou, a deeert road (not •hown on tbe &nap) lead~ around the 

JIOM beOd ollbe Yellow riv•r aod ooutbward 10 Nlnc·htla and J..,obnw. Tbll 

-b o•cr tbe cl8m lolonl aad formldablo, buloa June 7 Japan,...~ 

to be conduetlns operat~tu eoutb from Pco-t'ou. 

Other -lble driv• tbo,... on lbt aooompaoJIDI map arelbott In CbUiaq 

provlooe and at Pooohow, ourrentlyln the newt. Froaa C&atoo, a tbrw-t wen­

ntd lDto Kwan&~l Provinoe mi&bt be undertakeo, t.owNd Nt.D.D.tn.r. Tb• 

Vlltflle riftf appearw a.llo to olt:r &D a •e.oua for cllrect attack oo Wu..a&n and 

Cbunsklns fro on tbo Japaa-hold dl7 oflobana. But moualaloo110 topocrapby 

llld Ule Yaoatn 10'101 are dlt8cult. obtt&oles aod, ahort ot reatbJo1 Cbuo,kloa, 

tilllt advaa .... """ld be piDod. 

1'44 Clim.o.tkl Poelor 

Tbtro are NIM!Yel7ftw me._w<>&bJ tlollono In Cblna, aad lhe .. ~, 

dfY1rw climattt have never been delorfbed In de&&il. Jo the tb bro.d elb::Da&lo 

dlvklou of CWna propar, weather would appear to be an important fACtor for 

mlill&rl' optratlono, parllcult.rl7 In lbt .,... al!octed by lbt moneooo and lA ll>t 

......,.. -dotntal area ot -.bern Cblna (tMinotlll1aeoomPOD1inlmap). 

Jn the upland mon100o area, whJch embraoet \be Yunnao ftoo~ tbe:re ..,. 

frequte~t. and ott.en tone.ntlaa ralnl from J UJ16 Into September. Tbeee ralna, 

"PJNd in - detpoUbco - limo ... at bavla& beaw>, IDAJ' pooolbiJ dolor 

ll>e 1•- from aaylmmodlalo ...,.._.. operalloao In tblo aNL AJoac lhe 

100tbero C!OM\., and utendioalnto a~ ot Cbelclaog Provlnce. tbe rafna normally 

~ ill mki·April aod ooollnue unlll mld-OeiOber. Tbll _,, lo porlloularl1 

~ 10 t.rphooM, wblcb tlriko moot frequooU, durina lbo period !rom JW, 10 

Stptembcr. 
l.o Lbe wml4rid. oorth, ~ wlDter It oWd ud dry, whb trequeot dutt ttorml, 

ba1 ,_ comlaa two moou..-.July and A..,_lbo- ollhe ,_, and 

ptrbapt not uoravorable for operatiou. Tbe rout.~ from tbe Japue~~~ beet ai 

Pao.T'ou, where JapaneM &c-tlvlt.y baa ju.~t been repori6c:l, would or011 thll rteloo. 

Tbt ~umld oubU<Ipleal ..,... In wblob ll>e J._.,. •• _.,...,. ..Uvo, 

baa • bot,. wtt tu:mmef, with Juoe uaulll,y the ralolelt mc;mtlll, but &hJa would 

'PPM~ to be ao nry 1lpU1caot obltacle to operadOJJ&. 
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APPENDIX JJI 

THB LBND·LEASB AGBBBMBNT WITH CBIHl 
Tbo _..,. llped lend·leoao _.....t with Chlo& -tlo- llallod 
-to that ...,.try, and calla lor ouch ,..lproeallld 10 OW.. ... ~ 
Tbt DOUbt. new provlltonl lD the ~nt, however, .,.. fouod bt ttnit 
wbleb pr<>vldOI that tba uiW.ataiOttlemeo\ betw .. o tba Uollad Bta~to~ 
shall o~ burdtn commerce, but ahall promote mutually advuu.,._.. 
rolatlono. Tbll anlele - oo to pr<>mlee tbat the oettleootnt lbAil ":: 
provtatont dlrtcted W tho espa.oJion or product1oD, employment., and tbe uct. .. ~ 
of oontumptlon 1oodli to the elimination of t.11 dlaorlml.utloo tn illt.e -. 
oommeroe; tot-be reductJon or trade barrfert; and In acncral to the at~~ 
oeonomlo obJeotlvea ldent.lo&l witb those aet forth between OrMt Brltata lf 

the Unllod St.atet oo Auaust H, 1941, in tho Atlantlo Cha.rloer. IOd 
Tbelnclutlon ol the wordl "delenee lLLfonnatton" alone wltb "deteDit Mllilt' 

and "deft.DM .erviOM" to fi¥e out. of tbe eeven article~ of 1CfMID4!c.L it....,... 
to be a ooc.blo rooocnltloo of the apodal &ld which Cbloa Ia oqulppocloo­
t~ A.mericaD coveromtln and armed toroe~ alona tbeeetlo ... 

L<od·,.... •• OliAO R........, 
Wltb tbe MpiDI ol the oew _ .. ., • ~·~· olleod·'- aid lot Clllool 

Ill ordtl. fr<>m 1be l!m $7,000,000,000 olleod·leoao Iundt appropolaleol, 1111.· 
038,100 .... .noea...s to CbiDL Prom tbe -•d appr<>priatloo o1 N.~ 
Cblaa wiOilJoeat<d$400,656,~1. Tbe importanooollbll pr<>j«lad aldk~ 
loto .. u.r wileD lila mnem~ that Cbloa'• prewar (1836) lmpono '-Ill 
toll"' world 1ol&llad abou\$28G,OOO,OOOyearly. Cblnabepo tomelrt­

&ld onl)' l• Mar, liM I. 
f'ormldable obtu.eko laced thooo ,..kine to oupply Cbloa, oolabiT lloo­

pt~ldon of tbe need~ or olber countriet, and the problem or fumlebiDc­
tonnaae tor thlpment LO Lbo Orien\, By Oooe.rober 81, l041, ac\u.ta lad.a.. 
aid to China had reaohod a tot&lol S36,912,000; by January 81, 11M2, I68,86'IA 
$77,371,000 by Fobnwy 28; $88,0~1,000 by Maroh 81; aod '1$2,011,000 bt 
May 16. T heM aumt repll*O.nt.ed 2.4, 2 .0, 3.0, 2.8 and 3.2 J)e.*nt, ft~Ptdi'AIJ, 
of t.he e.umulaUvo totlll tor those datea or lend-leuo Aid t.o aU booddariet. 

"'' n,.,,.,.. l'rohl•m 
Of the two IUIDI .Uoc.t.t.ed lor Jend-leue ald for China, 40 pt:roer~t o1 tbe &s 

.Uoeadon and 20 percent of t..be eecood were urmt.rkod for trwportMia 
Aetual uan~poru.Lkln CICMrtl bave ao Ill' amounted t.o a.pproJJm.ulr 7.& ~ 
of total lend~• ... &ld to China, or appr<>xlmaWy II por<>ant ol tba-.. -
&lrtadyltaoolund. 

Wll.b tbo '- of Burma, ahlpmeotl to Cblna mutt a_.ny bo ...,.. ~ 
(I) &im'&ll wbleb eao be ftooou ill; (2) ouob materi&la u <aD bo earriolllf • 
lrttpl; aod (8) tN<k ln.ooportatlon or eamel earavaoa btl,_ 8orPPi • 
Alma All6 oo 1ho TUrtoSlb nll"ay, and Lanchow (or betw«D lrl:•ta • • 
~lberlao nllway and Lanebow, via Urw• aod Nloa·bala). Tbo-

4 

&lr lrti«ht wW depeod Jar&ely on eoopo,.tlon betw"o Cbloa, R.,.. oai * 
Unllod Sc.IAI wltb a view to obu.inlos terminal laeUIIIea aod !Uti oupPIII !" 
aJr traneport. Tbe IUecelll o1 truek. ti'Qiportt.tloo aJ.o wUJ dtptnd OCI Jtuliilll 
cooperatloo ln the matter or tonnaae spate on tho Turk..Slb ....Uw•J W .U. 
AU.& a.nd on the eupply of guoUne. 
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TO 

• 

TREASURY DEPAJIIITMENT 

secretary Korgentbau 

Mr. Jta.Mrolt -. -

157 

SUbJect: Political Situati on in Geraany 

(Tbe following analyaia ia baaed on aever&l ae.a­
randa ot tbe Br1t1ab Political 'tartare lnoutha entitled, 
•Geraan Poll t i cal Fruoeworlt ' , ' Geraan Opinion on tbe War 
in Rueaia 0 , and •German Directive tor the Weelt June 7 -
June 13. • ) • 

Tbere are tour ' maln groupe 1n the governaent ot 
Germany: 

1. The 8. 8. and Geetapo led by Hl111Dler and Borman 
(the 11an who toolt Heee' place aa Hitler'• heir after Goer­
ing). Borman provides an' inti11ate l1nt between the s.s. 
end Hitler. The 8. 8. derive a ite power troll ue1ng ite 
blackmail ing 1ntormat1on and by 1te control over all tbe 
po11oe, eeoret ee~1ce, and the araed 8.8. guarde. Rimmler 
and Borman are bue1ly occupied 1n putt1n~ reliable Nazi 
Party or a.a. aan in ltey poe1tione. 

2. The blg induetrial1ata organized in the Ruetunge· 
rat (Arllaaent Counoll). 

J. Bureaucrat• and proteaaional olaaeee. Tbeee auppor' 
t he induatrl&liata, aa they feel threatened by the s.a. and by 
Hitler'• new powere ae the eupreae diepenear ot Juetioe. 

4, The Generale. The Generale, to tOM extent. are 
alliee ot the bureauorate and the induetrlaliete but 1101t 
have temporarily capitulated to Hitler. Goering il the 
lint between the1e groupe and Hitler and probably hal con­
aiderable paraon&l influence with Hitler. 

The a.s. oont i nuee to inoreaee ite power. The blg 
1nduetr1dhte regard the a. II. ae aaateure who will bungle 
war production and who are trying to 011uzzle in• on tbe 
prot lte. The induatrialiate are att eapt1ng a counter­
ottenehe. !he big induatrl&llete aay be aore real1et1c 
tban tbe othere and probably realize that ell hope ot 
vlotory 11 gone. 
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R1bbentrop, Foreign ll1nhter; Ley, Labor Minlahr; 
and Ooebbela, Propaganda ll1nht,er are ina1p1tiout. 

Speer, euooaaeor ot Todt, in oh&rge ot oonatruot~on, 
il a nonentity who, •• Bitler'• boaoa fr1en4, ao••• 
vaguely between Goering and Ri.aler. 

Apart trom theea oliquee, there are a l arge number 
ot ott1oiala who are inoreaaingly peeeiaiet i o about the 
nr end are ready tor Oar.any to out her louee. Theee 
men, howeYer, ha•e no power. 

(Soae tiae ago, the Britiah Political Warfare 
Executive reported that Hitler appeared to ba•e thrown in 
h11 l ot with Hl.allller and the Party). 

The Oaraan people appear to hAYe had a eerioua and 
eun anxioua reaction to the ICeroh-l:herko• Battle&. The 
publ1o 1a aware or hard t1ght1ng and or the treaendoua 
ooat in Oeraan livee. Moat Oenaana know what the Ruulan 
winter waa li.ke &nd alao are oonaoioue or the growing 
nWiber ot caaual tiea. Pri•ate aail ahowa wideapread coa­
plaining over lack or lea•••· Wi~e• write that their 
huab&nda are away tor • ••en, tan end t wel•e aontha at a 
s t r etch. Thera ie a wideapraad reeling that the Ruaeian 
wAr waa unneoeeeary and intenaiYe propaganda ia being devoted 
to proving that it wae necessary. 

It is now openly adaitted that the war will laet 
anot her win t er in Ruseia and perbepa aany winter s elsewhere. 

It ia iaportant to note that while the pioture appear• 
black to the Oeraane, it doea not appear too black, eince 
there 11 atill no eYidenoe or any dgnitioant tear or a 
RuAaian ad•ance 1nto Oeraany. 
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TREASURY DKPARTMIENT 

TO 

"'OM 

Secretary Morgenthau 

111'. ICaaarolt 

Review of Military Situation (Aaerioan and Britieh 
Mil i tary Intelligence Intorsation). 

Paoitio 

(While the oo~ete reporta are not yet in, there i1 
no doubt that the battle ott Midway wae an iaportant Aaerican 
victory. I t will undoubtedlr have iaportant repercu1eione 
on the tuture course ot the war in the Pao1tic. 

The Japaneee have now been atoppad in their l aet three 
orreneive attempts. Their incuralon into the I ndian Ocean 
around April 5, although reeulting 1n the ainlting ot a 
Br1t1eh airoratt carrier and two oruieere, waa oontronted 
by euoh a lar~e Br1t1eb naval concentration, that the Japane1e 
decided to turn elsewhere. A aonth later, Mer 4 - 6, their 
attempt to out our supply linea to Aust ralia wee beaten baok 
1n the Battle ot the Coral Sea . A month l ater again, June 
4- 7, the United Statee emaahed the large Japanese toroe 
which wee des igned to take Midway end poaeibly Hawaii.) 

A Japaneee landing in the weetern Aleutian• is bel ieved 
to have occurred . Several Aaerioan weather etaticne aanned 
by e do~en or ao aen i n the weatern Aleutians, which report 
uerr eix houre, have not reported t or aeveral daJ'•· Theee 
lendin~• are not l11telr to have auoh eiwnitioance berond 
~iving the J apaneae a cheap •preatige victory•. 

Ruu1a 

Bri tieh Military Intelligence definitely etete1 that 
the main German otteneive will be in the Ultrs1ne. A 
secondary attack, at the eaae time, aar be launched at Lenin­
gr,ad with Finnieh cooperation • 
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F1ght1ng at1ll aantinuea at an 1ndea1e1•• at~. The 
Br1t1eb reaa1n aant1dent but bJ no aeana aona1dar the battle 
won. The Geman ala1a to he•• captured B1r Halte1a 1e 
probably true . The Free rrenah 1n th1e poa1t1on ba•e been 
out oft fro• the u1n Br1thh toraea tor aoae dau. The 
Br1t1eh were able to run one oon•or ot euppl1aa to thea through 
the I tel1en 11nee, howe•er. 

The Br1thh luo•e brought up tanlt reeerne and bel1ne 
that thle abould ba•e .. oured thea hnlt eupar1or1tJ. · Both 
a1dea hen loet about halt ot their original tank toroea. 
Nearly ell ot the reaa1n1ng tanka 1n aotlon he•e been ltnoolted 
out at leaat onoa . Around 200 out ot the JOO Br1t1eb tanka 
lett were reoo•ared troa the battlat1eld, repaired and put 
baolt lnto eer?1oe. 

llutern Eur opt 

An Intell1genoe report atataa that the R. A. r. attack on 
Cologne rendered the ada1n1etrat1on otf1oea of th~ Geraan 
Ra1lwaya ooaplat el y uaeleaa. The deatruot1on ot reoorde 
oaueed a eer1oue d1elooat1on ot tretflo. 

Aooor41ng to anot her report, three blockade runnere 
arr1vod at Bordeaux w1th v1tal war aaterlal oargoea during ,, 
April. 

Amerl cen !xped1tlonarx Force 

On Tueaday , June 9, Aaerlc&n troopa arrived aafelJ 1n 
Northern Ireland t roa In Yorlt. 
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DATa hM 11!1 1,U 

8\lbJeot: 

The "-11re.bU1'J' of a oorUt1oah 111110 ot tbio k1D4 h 
111ggu ttd b7 ~· o11a1aaUoD ot otbor po .. 1bU1U... n ... 
Otilt l' po .. 1b1llt100, Whlob UJ bo OODI140l'o4 ODO b7 ODO, &1'0' 
u t ollovoa 

(1 ) A 1oDC-to:ra roow1oto4 boD4 

(2) A 10DC-to:ra 1Uil'OOV10to4 bod 

(J) A ao41-to:ra bo-'-

(4) A oboM-to:ra boll4 

(5) A DOh ~ 

(6) Xoro ~ oDO oorUt1oah 1 .. 110 

(1) 
an 111111 
ottero4 lo1t aoD~ 

• 

r 
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lllbiOI'1pUolll ti/t;hil hPI WIN NOd .... d tzo. UIIU'­
anot OOQ&Il111.:1 !hie Wel.1 :bat DOt )'It :ba4 t111e to 
till up apill, all4 1 t 11 too tooll to upeot u s.­
porttnt alttrnaU.,. -~•t to :ba.,. 41Yel.oped tor t;hie 
t)'Pt of 1u11e. It wollld .... pr .... tlll'l, thtNtore, to 
otttr anothtr 111111 of 1:h11 tiP• at the Pl'IMilt Uae. 

162 

(2) • 1'!'1"1'11 Wll'•f!r•t•d bond. All Wll'utnoted 
1onc-tera b01l4, oUowili£ illitei7 llJ)Oil Uae rutr1oted 
1ont-ttl'll 1ttlle ottere4 laet aoll~1 would be takell prlD­
o1pallJ b7 -•ro1al llaU:e. I.e me tlul4t of Ulue 'ballke 
ou be MOIIN4 at a lower rate of 1JlttNet ud w1 th 1ue 
buar4 to the etab111 t7 of the ballkJ.q etl'llotllre 'b)' a 
lbortel'l-ttl'll hlllle, 1ihtN wollld •- to be 11 tUe po1Jlt 
ln otftrillc a 1oq-t- Wll'"trloted bond at th1e tlae. 

!/ !otal lllb101'1pt1one to the 2-1/2'e of 1962-67 were 
c11T1de4 ae foll!)WII 

, 

IJ.aollllt 1 Peroent 

68 
7 

i 
10 

100 

• Pr1no1pallJ ele•o•7JI&l'7 1n1t1 t~~Uon• and 
peni10il tv.nde, 
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( ~) 1: mort-tel'll boll4. 1: mort-hl'll boll4 ~ a 

1-3/~ peroe11t bo11& With a 50-7 rear a&tiU'1tJ, otfer1 
another poliUb111tJ. !hi• 11 pen.,p, Cle IIUt-but 
obo1oe to 0111 or aore ON'Uf1oate 1l1u11 &114 a1pt be 
ooab1De4 w1 Cl a oerUt1oate, lllob &II 111111 11 rather 
olOII to boCI the 1.-1/2 PIHIIIt DOte &114 the 2 peroellt 
bond offered la1t aonC~, blat WOI&ld probabl7 co .. u ... 
faotorU7, 1: •1llcle oen1t1oate 1•we ... , better, 
howner, tor r .. 10111 ltate4 below, ud a lhort-tera 
bond aipt well be ••14 tor the refllll41nc OJitreUon 
due 111 Jlll.7 or I:JICII•t. 

(5) 1: DOt,!• 1: IIIW IIOte 111111 -· Pllt OUt 111 the 
latter pert or ~. Whlle 1t 11 tnt tbet tb11 "" &II 
u:ob&llge offering (&Dd, therefore, eoallfbat different 
111 1 h s..p&ot IIPDII the aarket troa a 11-aoner offer­
ing) it wolll4, ne-..erthelell, ... preaatllre to 1ell a 
new 1aaue 111 tbia •eotor after a reat ot oD17 about 
three wee1t1, 

(6) llore tb&ll 0111 oarUf1oate 111111. 1: final 
altel'Dit1n po,dblllb l• Pllttlig out aore than a 
eingl.a oert1f1oate 111111. for uaaple there aigbt be 
two oert1f1oatu, a 5/8 peroent 4ue J'ebr~~~r, 1, 1943, 
an4 a 3/11- peroe11t 41le lla7 1, 1943. (Ill 111oh a oaee, 
the 3/4 peroe11t oert1t1oate wolll4 probablJ aell at a 
prea1~ of about 2/32 or 011 a 0,68 Jiald bali a.) 

163 

fbe pr1no1pal a4"f'&lltace of 111ob a 0011r11 11 that 1t 
wollld brealt liP the t111&Dota. 1Dto two ..Uer phou 
wh1oh a1pt be aore ... ur-.rolle4 onr1 at aatllritJ. J. 
a1ngl.e oert1f1oate 4111 J'ebrll&l'J 1 (topC!er nCI that 
alrl&dJ out1t&1141llg 4111 •o••ber 1) wollld tell4, lloWe"rtr, 
to eetabl1ah a patter~~ of oert1t1oate 1eauea 411e quarterl7, 
l'ebr~~~r, 1 lla7 1 .wgu1t 1, &114 •o••ber 1. fh11 pattern 
appear• .. h,faot~rr to the aarket1 wbioh will 4Dubtleu 
beooae aoouatoae4 to • roll1Jll onr nrr large 1uuu. 

\'be outet&D41DC obJeot1on to otter1ng aore than 0111 
oert1t1oate 11 that paJiDg a rete b1gtler tb&ll 5/8 peroent 
at the preeent t1ae __ 1. e., Ju.ping the rate aore tb&ll 

, 
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II. Pl'Ollablt lv!byera of a I!! 
dtrt1f 1oa\! I•.u• 

'l'h• 41•tr1bllUon of .ub!OrlpUo .. &n4 Alloa•t• to the 
1a1t 11111e of ont1f1oat!! of 1D4!bt!4D!!! n• • • follOV!I 

I lub•or1pt1on• I Alloaent• I I 
I .laowlt I Pero!U I MOUIIt I P!rNDt 

(MOUIIh 1D aU.l10D! Of 4ollarl) 

Oouero1al. bank• 1n.-
11de New Yo~ 01tT 642 2l.. 3011 ~ 

Oouero1Al ballk• out-
11de Jew YC?rk OUT l,o40 34 52l. 35 

Xlltulll .. YlDg. ballk! 119 ~ 511 4 

Inaurano• ~e•· 485 16 234 16 

Non-t1nano1Al oorpo-
rat1oDa •• ...•••.••• 4711 16 237 16 

In41 Y1dullla and trll!t 
60 33 2 aooount••···· · ····· 2 

All other 1DY!!tOr! •• U2 _.2 lOll - _.2 

!o'tal.. • .... •• • 3,o46 100 1,499 100 

'l'he proportion of -•ro1Al ballk nb•or1pt10D! to • 
oert1:t1oate oft.r!4 at the pr .. ent t1ae would probablT be 
oona14!r.blr larger an4 the proportion of 1n.uranoe o~ 
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• 
185 

\. 

1ub1or1pUono oond4er&'bl7 -u.or ~ wao tho oa .. w1 th 
the laot 1 .. uo, 'l'hio h 41&o Pr1DO~l.7 to tlao largo ab­
eozyt10II ot 1nouranoo OOap&DJ' tun4e b7 tlao 2-l/2• 1 ot 
1962-67. 

\ \ • 
III, fh.r Pro'bl!! of l'r1o1y 

u •••• to be pnorallJ' apoo4 b7 tlao aarkot that a 
5/S poroo11t oorUt1oate 4uo J'obi'UU'J' 1t 19~' oan be ouo­
oeutull:r ottoro4. Ao pzoortouol7 DOtK, we oonour 111 t1111 
rtev and are oucgooUag ouoll an offor1q, 

I bol1on tbat U llllould be oallo4 to :rour attoiiUoll, 
bowonr, that tblo pr1o1Jic 1o baoo4 pr111oi.Pa117 011 tho 
1 tell 1 ot tho aarkot. It h a little 41tt1oult to JuotU:r 
on the beoio of the ohal'to, and Jbo, Phor 1o 1llol1no4 to be 
41et!.U:be4 about a J'obrauT 1 •tllr1t7- p1'1o1Ag 1t at about 
par.!/ It 1o TOI'J' 41tf1oult to oolTO tblo probl• b7 
ahorteD1ng tho houa, ao a Januarr 15 •tur1t7 woul4 han to 
be refunded at the Uae of tho Bu4got Xoooago and a Januar:r 1 
aatur1t:r aroun4 Oh1'1otmae, 

We are 111ol1ll~ · thozootoro to ouuoot the J'ollzouar:r 1 
m&tur1t;r, I11 tho IUI11kol7 ,.,. .. , that ,,~ oho!ll4 zoud 1Dto 
41tt1oult1oo, 1t ooul4 be •48 good b:t ~ h4eral a .. arn 
S:r•tem, po .. 1bl:r thzooup Jl&boor1pUou utorod b:r ••bel' 
blnlto 011 tho aoiiUI'&IIOe that tho ballko -.oul4 b1 zool1on4 1t 
neo••e&r:r· luboequont purollaooo b7 tho J'o41rol Be111'T1 Bank1 
ot t1111 aa4 other 1oou .. oould than ra1oo tho pr1oo :tf thie 
hiUI to an &ppi'OJI1'1&to lOTolo luoh puroha111 would oleo !a­
pron the UOOOI I'OIOI'TOI o1t\I&UOD 10111rallT1 and Ooal.d be 
T1tvtd ao anal.ogouo to J'o41ral JloiOI'TO purohaooo ot the 
weekl:r bUl 1oouoo. 

... 

!/ Mr. P110zo 1o ill to4&7 (J'r14&7) and hie a .. 11t&Dt, 
l(r, IODDOdJ', 1o Ml'l opt1a11tlOo 

.3 
' 
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Olaea1t1Gat1on b7 'l'Jpe or PUrohuer or the Salea ot Treuur)' llotaa 
Tax Seriee A &Dd Tax Ser1ea B 

Jauu.ary - Jla)' 1942 
(Par amount• 1n m1llione or dollara - Aa reported 

b)' the Federal Reserve Banke) 

Tj'pe o? purGhuer I Tax Seriea Tax Series 
and month A B Total 

Individual• 1/ 
J IJJU,I.rJ • • • • • • • • • • •• 5 · 4 6o. A 66. 1 
Pebru&r'J • • • • • • • • • • • 2. 9 2~ . 26. A atarob • •• •• •• • ••• • • • 4· 9 2~ .9 28. 
April • • •• •• •• • ••• • • 4 . 2 

~ 37· 2 
KaJ. • • • • • • • • • • • • • • • ..hl 6 ~ 
Total • •••• • •••• •• • • 22 ~1 ~ 1tl8. l 

Oo!]!oratione 

Januaey •••••••• • ••• · 1 160. 9 161.6 
February,, , • • • ••••• . lj. 100.9 101.3 
Waroh •••••••••••••• :4 208. 0 208 ,~ 
April . •• •• • • • • •• ••• 22;.4 223 . 
J.tay • • • • • • • • • • • • • • • • -!li ~62 · 2 ~65 · 2 

Total ••• • • •• • ••• •• • ~ l , Oijt! . 7 1, 061.1 

Total ea1ea 

January •• • •• • •••• • • 6. 1 221. 6 22A. 1 
February • • •• • ••••• • ~ ·~ 124·! l2 .o 
Karoh ••••••••••• •• • 4: 2;1. 2~7 ·3 
April, .• • . . , ... . , • , 256. 2lil . O 
Ka,- ••.•••• • •••••••• ....hl. 390. 1 m . 2 

Total • •• • • •••• ••••• M 1 , 22#. 7 1, 242. 2 

1942· Office of the SsGretary of the Treaeurr, .rune 12, 
D1vie1on ot Reaearoh and stat1st1oa. 

!/ Includes partnerships and riduoiar1ee. 
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Cl&ea1t 1eat1on by T7Pe ot Purobaaer ot the Sal•• ot Trea~ Hotee 
Tax Seriea A au4 Tax Ser1ea B 

JaDUar7 - Kay 1942 
(Par amounte in m1ll1one ot dollare - Ae reported 

by the Federal Reaerve Banke) 

T)'pe or purohuer Tax Seriee Tax Series : 
and month A B Total 

Ind1v1du&le y 
JamJ.&rJ • •••• • • ••• •• 5· 4 6o. A 66. 1 
Pebru.a.~ • • • • • • • • • • • 2. 9 2~ . 26. A 
~rob • .•.• .... ..••• 4 o9 2~ . 9 28, 
April ••• •• •••• • •••• 4. 2 

~ ~7.2 
K&1• • • • • • • • • • • • • • • • ...!t!l 6 ~ 
Total • • •• ••• ••••••• 22~1 ~ 11!8. 1 

CO!:J10rat1ona 

January-•• ,, ••••• • •• ·1 160. 9 161.6 
Februarr ••••••• •• .• .4 100.9 101.3 
Maroh ••••••••• •• • •• :~ 208,0 208.~ 
April . ••••••• •••••• 22~ .4 223. 
May •••••••••••• •••• ~ ~62·2 ~62·2 

Total ••••••••• •• ••• ~ · 1 1o~a.z 11061.1 

Total ulee 

January •• • • ••• •• • .• 6. 1 221, 6 22A.1 
Pebruary • •• •• ••• • •• 3 ·~ 124· 7 12 . o 
Karoh, •••• • ••.•..•. 4: 2~1 .~ 237· 3 
April •• •••• • • ••• •• • 256. 2l>l.O 
Ka'J • •••••• •• • •• • •• • ....5.!1 ~20 .1 325. 2 

Total ••• ••• ••• • •• •• 24·5 1,2?4.7 1, 249. 2 

1942· Otf1ee ot the Secretary of the Treaaury, .rune 12, 
D1v1e1on ot Reeearoh and Stat1st1oa. 

!/ Ineludee partnerehipa and t1duo1ar1ea . 

, 
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Sale• ot Tra••urT Iotea - Tax Sar1aa A &D4 Tax Ser1aa B 

J&DU.81'7 - Jlay 1942 

Claea1t1ad by denomination 
(Par amounts in millions ot dollars - Ae reported 

by the Pederal Reserve Banke) 

,2 . 2 , 2 . 2 . 2 
· 4 . 2 ·~ .~ . ~ ......... 4 .1 2 , 0 ~ :~ 2. 7 2 . 9 
· 5 .~ · 5 . b 

--!.2 ~ 1. 0 --!.2 !.!! 
6 .1 ~ .~ 5 ·4 4 . 6 5· 1 

. 6 ·:5. · 5 · 5 .6 
500 •• • • • ••• • • 1.~ .ii 1,1 o9 1 .1 

1,000 • •• ••••••• 12.1 6.~ 10.~ 10. 6 12.0 
10, 000 •• • •.• •• •• ~9.8 2a· ,,. 

16~:~ ~·0 100,000 •••••••••• 71.8 4 ·7 7 • 1 .4 
500 ,ooo .•. ••• •••• 19o0 11.5 ~·5 ~·5 4~.0 

1,000,000 • • • • • • •••• ~ _jkQ ~ ~ .!lliQ 

Series B., 221,6 124· 7 2~1 .9 256·4 '90.1 

Ser1ea • • • ~ 128, 0 ~ 261. 0 }95 , 2 - -
the ot the Trea 5ttr7, 

D1v1a1on ot Reeearob and Stat1et1ce. 
J\me 

, 

Total 

1. 0 
l o5 

15, 0 

..ti 
24. 5 

2.5 
5· 0 

62,0 
1 9ol 
425. 6 
1'9·5 
4i1. 0 

1,224.7 

11249. 2 
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TREASURY DEPARTMENT 

TO 

SUbJeott Reoo CJballc•• 1D l'l'1o .. &114 Yh141 ot Go'l'el'llaoat 
.. ltl .. 

Dlll'lll& tile week tD4o4 l&~t D1pt, tho •rttot tor 
GonrMtDt ltOIU'ltltl l!lowo4 11ttlo oh&Jico IJ.thoueh tho 
geDeral tODO waa Weak, 

'1'bo ao•••at ot taub1o DOtao &114 boll4• WOI a1zo4. 
'l'ht UW 1-1/2 PONODt DOt .. l"'UJ.Do4 l&IIOh&Jico4 at 1()0-1)/)2, 
'l'he an 2' • ot 1~51 raaoho4 a DW h1gb ot 1()0-2)/)2 
d111'1DC tho wou, &114 oJ.oao4 1&1t Dlgbt at 1oo-21/)2 a• 
0011Jl&l't4 wl til a pl'loo ot 1oo-19/)2 a wou a(o. 'l'bo 
2-1/2'• ot 1967-72 o1o•o4 at 101-9/)2, liP 1/)2 tl'011 a weu 
ago. 

1f1tll tw oooptlolll, the p!"iou ot tu:-o~t aooiU'1-
t111, both DOte a &114 boD41, 4oo11Do4 allpt17 d1U'1DC the 
week • 

.U OOIQ)U'o4 with lla!"oh 19, pl'lou ot 1oag-tera 
eeoul'luu al'O abo•• tho1l' 1no1• ot tbat date, While 
J?l'lOII ot ao41- aD4 abol't-tora leGIIr1Uu &1'0 below, 
(lee attaoho4 obart aD4 tab101.) 

'1'bo liWII'O&IO to tJOO a1ll1oa. 1D th1e weu•o otter­
lag ot b1111 ha4 DO &ftNOiable etteot oa the anroc• nto, 
Whloh 11l0l'O&to4 to 0,366 pol'Otllt tl'Oa 0.)65 pel'OeDt a 
week qo, Oort1t1oatu ot 1D41bto4Deu r.a1Do4 11Doh&D&o4 
at 0 .116 PtNnt. . 

Jo4oftl Opu llaftot Aooout J)lll'Obaln 41lr1DC tho week 
ended 1&1t D1pt totalo4 t55 a1111olll &lid oolialltod pl'll)ooo 
olpaU7 ot t45 a11l10DI ot b1U1 &114 t9 allllou ot tho 
new 1-1/2 pol'OtDt DOt... laln aggregated t16 a1111o~L 
1no1u41ac t5 a1U10DI oaoh ot bll11, the 2-1/2'• ot 17Vr-72 
&114 the 1-178 poreat ut01 «»e Doo•ber 15, 194,. BW 
aatul'ltlo• totalo4 uothol' t1 a1111oD, eo that tho Dot !J)ooo 
orea10 1D tho pol'ttollo wa• tJS a1U10DI• 
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BOARD 0,. OOVIERNOU 

FEDERAL RESERVE SYSTEM 

1'hank you tor aeudiD' ae your note ? 
June 8 enoloaln& a oopy ot 8 Tbe Kinutt Man•. 
&hiD& h1&)>11!;ht• ot tho dri.,. tor lrar Barln&a 
Boz:ula . 

11111 Nlaind• • tha t a>o&ld Rllna011 wu {( 
MDtioDin& tho other dt.f, and probab~ apoko to 
you. about u•l.n& the word. "1n•eataeu.t• rather 
than •aale• 11beNYer poaaible in d1aou.aa1q War 
Sarlll&l Bonde. 1ho 1d .. appoalo to ... 

Honorable Henr,y Morgenthau. Jr • • 
Soor.tary or tho Troaoury, 
Waohio&too, D. 0 . 

Regraded Unclassified



TREASURY DEPARTMENT 

INTO OI'P'ICK COMMUNICATION 

DA111 JUDe 12 , 1942, 

TO 

Attached • a coJ>:r of the Office ot ::'l\cto aM. Nturoa• ~1na1 

re..,or\ on the poll concernin,:;: \far I&Vi ftG" ltAII'r)t and thel r redee::w\hilt tr. 

~ • . , o'ill rocl\11 t~at on J'une 3, 1942, I oont ;"" a nr..orand-., l:ivin& 

Regraded Unclassified



000013 

A Te1a~o Sur~oy ot Pub11o Attitude 
Tove.r4 a ' OUOT ot Meld~¥: 8 t11111p1 lol)o 

Calh&b1a tor tho Duratloo 

!he ADawra t t> Jl.e ~·U~n• A.n4 ot a 
WaUoo-Vldo Croa .. sootlon ot .._, . .&diJlt hraona 

Intom ovlns Dato1 Juno 1, 19112 
Date ot Roport1 June 6, 1942 

Btua;, n annad and a.u::.orh ad b7 tha ,.lUng Dhhlnn, 
Jar.oou ot Intol11,_,oo, OlFICI or FAC'l'S .&liD riOUIIIS , 
l n CGll&b>r fttlon vtth tho Jatl~nal Cplni~n aoaonroh 

Centef et the 1Jal..erattr et Dollftr 

1?1 

Regraded Unclassified



• hlecr"J''I1o ~ or hbllo £Ultv.U 
!l'o..,...4 a Pollq or IIU:inc hiiiP• ...... 

Oe•Mla . .tOI' * ' lllra\loa 

1721 

011 .rue 1, 19112, iD a ... uo .... wllll wlecr.p.lo nne;r, li8o 
14ult• ,.,.., ulcl4 llbttllor tllq ball pwohul4 ~.,..,.,war boo4o or 
otupo, llbotller \be;r baA ewor euntll4ere4 tMlr ,,...,, for oaob Yelu, 

lAd, turtbor, \lUther tht7 WOU14 be Yllllnc to Yaln tbelr rlcht \o oaob 
ill war ot-• &Jl7 U• \1187 vmted.-FOY14tc1 that tht;r Yolll4 oUll be 

pe,.H\ocl to ...., \11a4.1 111.\la t"- ''IIIP' aJlc1 oaob lA tho 'boll4o U7 tiM 

tbo;r Yl obe4. 

.Alaloot halt ot tba roepollcltnh oald tllq ball 'boucllt 'bon4o, 
SiztotA per otnt ball 'boucht thoa outript. .llntll per otllt ball 'bolitbt 
oteapt f'ret &114 lator oonYor\14 thea into 'bollclo, ancl 21 per ooat ball 

aadt UH Of both pr001........ fwlltl'"'tbret por Olll\ O.f tM NltpOAcl.oDh 

w llld tell theaoolwo o to pa2'0h&tluc ..... ote.po &114 the ree•lainc !9. 
P"l' COAt ha4 pvohaoo4 AOltbtr boallo 1101' Ot!90o0 !l'bio tipn, el\lioiO 

lt ln41oatoo a aerll:o4 piD traa tho 110 por ceAt reporto4 ao .... ,.. • 
puroh&oere ot bollde oa4 ot_,o lll a •lo..,.wldo 1Ul'Y07 collc1uoto4 oerlT 
lA r olii"Qor;rt•, to oUll larp~ _(!l'ablt 1) 

AI alcht 1oo ozpeott4, tho ll<)tt lmportont 4oteralnaat ot 'boo4 
aa4 ot.-p pvohaolDC lo ooOIIOaio otatuo. ~ pvohaoou ooaoU W\o 

1'9 por otAt of tho -t prooperoue olaoe, ln OOAtraot to 1) per oeat 
ot tho poOl'. ~ peor •• un4oret&ll4o)1;r 801'0 llll:olT tt U aU tllolr -
oanoco \o the purollaoo of .!!!!I!· !broo poor ptrtOilt out of OWIIT tl,.; 
W Aot 'bo\ICht boll4e or ete>~~pe ao &~alntt oll1;r one out ot lfti'T t• ' 
proepoi'OUt pereono. :Porbapo tho aoot o\ortlt"C taot horo, boYOYor, lo • 

thot 11 por "'"' ot ij' m~poroue •••• Uo4 barlDC l!oDC!>t ll6l tlltr 'ion4f 
oor nse. (!ablo 

Regraded Unclassified



173 2 

Jotther - aor ...... -.4 t o atfoot 1loD4.-WJ111C, h 1e 
inUr .. UIIC to o'b .. ne, ho•••• \hat peuono OWl' f orQ- felll'l ot ... , 
olthn\ICh tbq U'l 110 leoo MU'N \hall 70UJ1CV pero~n• 1n 'bGTliiC lloll4e, 
.,.0 mora lncllnecl t o retralll enUralT troa perUclpeU011 111 tu JII'OCI'D 
if thq C&DIICt ~NT 'bollA-that h, \be7 ~NT R'riiiCI otapo 1111 tMqua.,. 
ly tholl tho ~r .....,., ... 1111 to ~ 'boiiAo, peroou ...,..r leo ue 1 
aoro lncl1ne4 to ~NT ,,.,, at lean. Olar peroono ...en noa pu , , .. 
oro i n croailr IID'bero, hllloo 3 a4 It) 

J~o tall ratur 'ba4ly 'behliiA otluor rooPOC4ento 1n t-o 
of parUctpaUcn 1n tho 'bo .... wrtJI« Flllr•· o-.balf of tho t..-.ro 
..Ut tto4 thq U4 n.,..r b""Cht war 'boll4o or otapo, w!loroao o1•11• 
84Dlodoao were aa4o 'b)' only 29 per con\ of tho btal roopo1141nto, fblo 
low pvchao1DC aoU d t7 lilT 'bo 4ue to ooono.io lonl oia4, o ... n Mrl ' 
pertinently, to tho low caah lnoome of tara.ro, Jut tho o.-ple 1o tot ' 
omall to aake lll7 oatesorlaal otat•ont to thh ottoot. Other faotoro, 
ruoh u 1na4oq~~~to o-.uoauou ..,4 lack of publloi \7 111 loll pOglllft, 
aroao, 1167 aloo bo operatin bir o. (!ablo 5) 

Souturnore 11114 Yoetornoro II'Piel' to be 1101\ baoltver4 1n vw 
ea'rl~~&• acU..tUoo, Ocl7 Y.5 1114 36 per cent raepooU'r017 U4 'boucl>t 
bon4o ln contraot to Ita par oent of t1uo u\1011&1 total, In tu laoath, 
~Ucal.,.lT, \bore wu 1111 -....117 h1Ch oocvranoa of no~oluoeero 
<45 per cent tlboroao 1n DO otluor recion vu t horo h1chor the 31 par 
oont frequency). It 11107 'bo ._.o\14 tlv.t the low ooonomto ll'rll pr .. 
•alent 11> the 8auth voul4 account for tbio lnaoU•lty bllt tblo wul.4 DOt 
oxplp.in tho oqu&lly lov purclv.oiDC activity 11> tu Yoot. In tb1o recton, 
porhapo lack of lnt oroot 11 to 'bl..,., Acaln, howo•or, 1t IIUot 'bo · 
otro11ol! that \ho OUiploo woro not alwqo lU'JO onouch to warront 11117 
4of 1nltho conoludono 1n tble r oopoct, wt t he;r aq 1114loato Yal-lo 
f1n41Dj!o to 'be 4or1Yo4 troa a!ll'o ext111oin o.-plliiC on tho quo otl­
(!allle 6) 

01>17 ono por oont of tho r ooponanto U4 over roturno4 _. 
ota:~po f or caah , al \houcl> 55 per cent ba4 purcbnoecl ... oto:rpo.• nnr­
t hroo per cont oat4 \hoy 1uo4 """"r oll&ba4 in \ho ot""l'• an4 ono per oont 
414 not know whe ther tboy U4, !he JNC'btr who U4 oaoho4 in ot~~~~po wao 
10 vury 111all that no orco .. to'bulnUono voro modi ot tho group, (Talllo Tl 

• -------------­·--------------- ---- -'l'lle qucoUono ... , VIII 
4 

l 
( It reoponant or epau11 hao 'bcNcl>t ot""'Po) lla'N 7""' turno " 
lll7 ot p:v - o\Uipl tar oa.obf 

Regraded Unclassified
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' 

'!he lllrcut gl'Oilp willlDC t o vain the rlcht ot oubl ng 1n 
otOOIP I vu f 011114 eanac the 'boM.obQJere. 8h:\7'-111ne per oont of •• 
woro ln r-..or ot the propoee4 ahallp u 11a1111t 611 per oont or tbo• 
who bOUIIht only etampe 8114 51 per oent o t tboH .eo be4 bou,ght u l ther 
bon4o nor etampe. '!hou '11110 liai\14 th.,eolne to ~ etupe w r o 
oll~tl:r ~t not ol~icantl7 ooro lnollne4 to oppooo tho cboose. 

It h 11\tor aoUng to n?to thet the oppoehlon s>O"f ooa.­
oUtuUllll o,.._q11Al'ttr or \he roopoll4ent-r eonitl lh M:obero ut 0111.7 
111>01>« tho II 1101\ 41rootly oonoel'lll4 (1, • • tbou """' boucht only et-.po) 
~t ill ann goator IIW:I'bort rroa .,."« -...baTer•. It -"'*"' \bet 
tho chaD«o ai~t be !'0Milto4 liT thio f:!'OUP in pri.Dolplo rather tb& ill 
praotloo ,.. Nl lntr l-ent "QPOn tbo r1R)Ih of tho )IQJ'cba..:ro. (kblo I) 

!hio 11Jpothoa11 1o wpporto4 'D7 tho raot that the aoot 
proopo.rouo cla11 of poopl-tholl liDo wul4 pro"""al>lr bo leut ettoote4 
b)' t ho lnnontlo-oppooe4 tho ohango ill creator torco than 414 otheroJ 
'!hlrtr p or oont or tho prooporoue r•~•t•r•4 oppoeltlon, ln oontr .. t to 
21 por oont AOOJ>« thooo or aver~ moaoe, ao4 22 por oont aeons tho poo11o 
(h'bll 9) 

Jllrthor corrobor ation that Ulh aay hovo boon oono14oro4 aoro 
M aoo4oolc then a praoUoal probl., h fCIWI4 in tho faot thot only one 
por oont of tho rupon4onto ba4 I'Vor nva1le4 thoaeolTII of tho oppo"": 
11dt7 or calhins ln tholr atampa u4or pr .. ont coo41Uone. 

• -!l'ii.-qioit1cii 'M'ke4 ;;,;;,- -- - - - - - - - - -- - - - - - ---
.u yov. la\ow, 7011 ...., caoh 1n war ....S~~~:• et-.po aft7 """ 70" vaot 

to now an4 get yov.r 110noy bnolt. 1f<N14 :you 'bo ln tr<ror ot ~D« 
thh .~ war otampe o<Nl4 not bo oaoho4 in 1 ttl attor t bo war -
pr0Tl4o4 1011 ooul4 oUll 1nq bon4o vlth t ho otnape, 8114 oaoh ln tho 
bond• 8117 tlmo, ,luet aa 70" oan novt 

•• 11hol\1'1 a ttl tu411 iowar4 the propooo4 oha~>~• woro br olton "P by coosra-
ph1~ r ot-ion, oort aln ~~pp~ront 4ittor•nooe ••or go4, !!ho llow .,.. 
land an4 S...thorn otatoo o.14onooc1 loAet oppoll t1on to the pr<~poeal 
(12 per con\ ko4 18 por cont rc~o\1Tol7 &I acain•t 24 ~•r cont in 
tho national total) , ~11o 41ffer onoco aro hicbll unreliAble, hnw­
o•er, in the llCbt or tho oaell ••• • ot t ho o.-plo. (!able 10) 

Regraded Unclassified



ll<>U(Illt bondll 

Outricht • • • • • • 
Jou&bt ota.po t1rot. 
!oth •..•••.• 
!<>tal 0Jou;:ht bon4o1 

llollcht oto.cpo o~, 

!oucbt ~oithor • • • 

. _._. .--.. 

laojl • 

~1. 

175 

1$ 
ll 
21 
48 

2} 

29 

480 

Regraded Unclassified
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~~3 
Juo 1, 19112 

Go,. • .,.. .. ~ Var l!on4 u4 lltaaqp Purohaolnc 

:117 

Jconomio Bto.tuo 

P:rO!J!Iroua A.Yery• 

l!o~~&ht boudo: 

OutrtcM . . . . . . 31~ llr,t 
BouSbt o~o !1rot. 10 15 
Both •..• . . . . 38 20 
!<>tal 01!oucbt bond•" 79 119 

:Bouch t It aaqp 0 0 nl,y • 10 28 

l!oucht ne1thor ••• 11 23 

1~- 136 209 

• 

176 

~ !l'otal& 

~ ~ 
11 

II 21 
13 I;& 

29 23 

51! 29 

120 IJso 

a Thoro wore 15 !armero whooe eeonom1o ototuo woo not a•oertainable. 
Tbooo cn101 are included 1n the total column, 

Regraded Unclassified



~,.~J 
.rw.o 1, 19'12 

Go••-'. Yar llond 8114 S.amp Purohao1Jic 

;;; 
Su 

ICal• 

llo"4lbt bondol 

Olltr1Cb\ • . . . . . 1~ 
JlouCbt ot..,po tiro\. 11 
Joth ••• • •••. 22 
total 1llouct>t 'bon4o1 '+9 

llo"4!1>t ot ampo on4'. 22 

!oucht noithor , • • 29 

l~= 240 

Jomalo 

1~ 
11 
19 
46 

25 

29 

240 

!a'blo J, 

177 

~ 

1~ 
u 
21 
48 

2J 

29 

1180 

Regraded Unclassified



OoYoZ'IIlllent YIU' llond 1.114 hMP l'ul'chaa1DC 

liT 

~ 

Un4ullo Qoror llo 

Jlou&ht bondol 

Outrtcbt • • 0 • • • • 111J' 1. 
Joucht otacpo tirot •• 13 I 
Both • • • • • • • • • 21 21 
total 0llo~t bolldo0 • 118 47 

llouaht otaapo onJ.T. 23 19 

Bought notther • • • 24 }4 

1~· 243 237 

!Ula ... 

1?8 

'lot&l 

1~ 
u 
21 
118 

23 

29 

4110 

Regraded Unclassified



8llrft7 f-J 
J\IDO 1 , 19112 

• 

ao ... .,..,.t Var :Bond ant aw.p Purcbal1ac 

:&)' 

81ae ot Oommun1t7 

OYer tinder 
100, 000 100,000 

lloucht boD4e& 

Oll.tr1cht • . . . . . . 17)1 1~ 
Joucbt ota.po f1rat, • 1J ~ Jo\b • • • • . . . . . 20 
total ':Bought bond.o1 • 50 54 

llo~t 1tup1 Onl.T• 27 20 

!oul't neither, • • 2J 26 

100jl = 24o 152 

!able 5. 

179 

~ 

!!!:!! !'!tl!! 

1~ 1~ 
1 11 

14 21 
29 44 

21 2J 

50 29 

Sll 48o 

Regraded Unclassified



1.80 

llw Middle I, lorth Y, Borth 
Znslond Atlantic Central 0«1tral ~ Yeot !l'ohl. 

lioucht 'boD401 

OutrtcM • . . . . . ~· 1~ 24~ 1~ lOll ~ 1~ 
3oucbt et.-pe firet, 13 17 11 - s s 11 
Jo\h • t • • • • • • 15 21 24 JS 17 s 21 
!t'otal 1Jioll&ht bondo' 51 52 59 52 35 36 4s 

l!ou;:ht otNDPe on)J". 20 27 24 19 20 33 23 

l!o~t neither •• • 29 21 17 29 45 31 29 

1~- 34 109 115 42 144 36 4110 

Regraded Unclassified



~oUon 4. (U r .. pondent or epou .. hae purcba .. d 
goYOrnaent var etupe) llo.Ye you tur11ed 
in &117 of your var etupe tor calhl 

tan• 1· 

181 

Per cct 

T•• • • •• ~ 

Jo. 53 

l ot ... c..-t aill&ble . . • • 1 

~fal perecne vbo b&Ye boupt at-.pe. . . ~ 
lOOll = ll8o 

• 

• Regraded Unclassified



~uuon 5. .U :vou la>.ov, :vou call callh in war lflTinco 
otu!po an:v Ume :vou va.nt to new and l"t 
:vour aonq back. Would you bo l n faTor 
of chancinc thll 10 var otu;>o could not 
be callhed in 'Ul after tho var - pro­
Tided :vou could otlll buy bondo v11b t bo 
ota=po and caeb in tbo bondo an:v t l.mo Ju•t 
aa J'OU can novt 

~·· 182 

Oonl"ZIIlent War Bond aAd St .. p Purch<lolnc 

Too 

llo. 

lot aocorte.1nable 

1~= 

, 

7C1f. 

21 

9 

6~ 6~ 6911 6l~ 51~ 6}ll 

17 2S 23 27 24 24 

14 3 s 9 25 lJ 

52 100 22$ 113 

Regraded Unclassified



~ooUon 5. 

No. 

lot aooertalnablo 

.Lo :rou la1ov, :rou ou oallh la var oaYiD&o 
otampa IU>t Uao :rou vut to llbV &114 pt 
:rour monq baolc. Would you "oo in favor 
ot chanctn.l thh 10 VCLI' otupo 00\114 not 
be callhed in 'Ul atur tho var - pro­
Yided :rou could ot1ll bu)' bonilo with tho 
otampo ud oaah in tho bondo an:r Uao ,)111t 
aa :rou can nov! 

Seonomc Statue 

• • 2l ?.2 

• • 10 27 

100j! - 120 

a 'lhoro voro 15 to.zaaro vhoao eoonomlo otatuo vao not aooerta1Ml>1o. 
1!heoo C&ooo aro included 1n tho total co1WODo. 

6~ 

24 

13 

Regraded Unclassified



Toe 

llo. 

~ooUon 5, Aa ;rOll Jtnov, ;rou oa oo.oh ln war ••'rlllc• 
otaapo &ll7 U•• :rou Y&llt to nov llld cet 
;ro\11' mono:r b&ok, Would :rou ~ 1JI ta"rOr 
o! ohaD&l liC thh oo war otaapo oou.l4 not 
bo c&ahod 1JI I tU !If tor tho war - pro­
Tided )'OU could oUll ~ bondo vUh tho 
ot ampo &lld o&ah 1JI tho bondo &ll7 tiM juot 
u ;rou C&ll novt 

J, Jorth W, Jorth 
Inc' onll .t.tla~~Uc Central Oontl'&l ~ !!!1 !ottl 

12 

Not aeoortulllab1o 12 6 13 

)1 

10 

6~ 5'JI. 6~ 

18 )1 211 

19 111 lJ 

1~= 115 

, 

Regraded Unclassified
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• 
A.Dalyal e ot bpot \IH to Pa"l!'oll SartDC• Pl&Da 

311M 6. 1 ')1,2 

WID!ber expoeN 
to pa7'f'01l 

aartnga pl.a.D.I 

'l'o~1 -p 
IJ>-
00\lftti"J 

(utlMh4) 

Part A • Summar, b7 ~um~er ot Organ!zat1ona &xpoaed 

I. Buatnoaa organ1cat1one 

(1) Plrme wlth 5,000 empl oyeea or more ••••• • ••••• ~.~n (2) P1rma W1t'h {00 to 4,999 employ••••• · • • •• • •• •• 
m P1r=a with 00 to 499 employe•••••••••••••••• ~ 

(4) Subtotal - large t1r:=a ••••••••••••••••••••••• 2~,855 

(5) Plrma with leta than 100 ecpla,reee ••••••••••• 70,2136 

(6) Total buatneaa org&Disat1ona ••••••••••••••••• ')1,, 141 

IJ . OO'ftrn::~tnt,a). orga.n1zat:1on.a ............................ • 

nr. Oran4 total ••••• • •••••• • •• • •••••••••••• • ••••••••••••• ~ 

Part a - SWIIII&ry by l1um.ber ot R:!!lployoea ! :xl)oae4 

I , Dualneaa organ1&at1ona 

!~! 
P1r=a wtth ~~ em4l~ees or more ••••••••••• 
P1rDI w~th to 

9
9 9 employ•• •••••••••••• 

P1rm. With 100 to 49 employ•••·••••••••••••• 

(4) Subtotal - large tirm.a ••••••••••••••••••••••• 

(5) P1JW.a with leaa than 100 eaplOJ••• ••••••••••• 

(6) Tota~ bua1neaa org&Oicatlon. ••••••••••••••••• 

n . Oo'fernoent.al organlcattou. 

a! P'~eral 009ernMnt •••••••••• o ••••••••••••••• o 

S tate and looa1 go•ernment•···••••••••••••••• 

(}) Total 80ve~ntal organizatlona •• • •••••••••• 

III, Oran4 total •• •• •• ••• •• • •• ••• •• • • ••••• • • • • • • • • • • • • • • • • 

Ottloe ot tbl s eor.t.arr ot the Treaaury, 
Divielon ot Reeearoh and stat1at1oa. 

z.77l,m 
!1 :~:87 

18,'729.500 

1,222,~74 

20,658,874 

~~.981 1,1 ,200 

l,r;22.18l 

22 .181. @5 

d}& 
ll.lli 
,,6,0 

• 
• 
• 

• -

• • • 
• 
• 

~o.ooo,ooo y 

' 
ahoo,ooo y 
217oo ,ooo 

lt,8oo,ooo 

, , Boo, OOO lf 

I· 

!/ lxolw!ee agrtcna.ltural emploreea., a111t&rJ pereonnel, eaplo~ea on WPA or lttA or CCQ projeota., 
proprietor•., tir. ..abera., ae1t-.-pl0fed., oaaual worker• and pereona 1D 4a-eat1o ecr•1oe. 

• Data not a•a11able . 

'Pei'Cent 
ot total 
expoa N 

99 
_M, 
71 

• 
• 

• 

• -

• • • 
• 
• 

69 

~ 
~ 

~ 

'\c 
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1'1-. -.p1~nc 100 to 499 h••- Pal't1o1s-till& la P.,roll Saoi"'• Pl&ae 

(At Nport.t4 bJ tbl Dett nat Sa•1.ft.s:• St&tt! • Stat• .t.4a1Alttfttora) 

li\1a)ijO: ot ttrlii it Eh J)&)'T'Oi 1 
SUtt 

I ...... 18 I l(&y ~0 I Jlmo 6 

Altt.21Ao • • • o. o. o •. •. • o • •• • 1! 299 

! Artaona ••••••• o • • ••• o ••• o o 49 
Ar~n•••• oo •• • ••••••••• o. o 

6~3 Jlortbtrn Cal1tot'l\1a., ••••• 512 
southern Oa11tornt.a ••• o.,. 756 

Colol"ldOo • • • • o • • • • • • • • • • • • 11~ 118 120 
Conntotlout •••••••••• o , ••• 277 300 302 
O.law&No • • • • • • • • • • • • • • • • • 21 49 ~l Dtttrlct ot Col\uabla • • • • ,. J~ 1H florida o •••••••• • •••••••• • 175 
Gtcrgilo ••• o •••• • •• , o o o o. • 1H 24), an 
fdahO o • o o o • • o • o o o • • o o • o o o o ~1 31 
Jlllno1ao ••••••••••••••••• 1,w 1,1,91 l.m ItldaM •••• o o •• o. o •••••••• 16~ ~ l OI"to o o o o o o o o o • o • o o • o o o o o o 

[&r!A.to o o o o o • o o o o o o o o o o o o o 276 2'/7 ~ lctuclrJ· ••••••••••••••••• ~~ 17g 
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~of ~x•••;lali&e ~ ~. 
~~;I f ... " •• w 

~ ., .. .. 

, 

~ .. - ... ~ ...... ....-.. ..... . I J •tr 
,.,.,..., ....... ~ _ ...... ....... 
_,. ................... ... 

J...,. 12, ltU 

tho Bo110rable llo1117 llorpRU..., Jr. 
!ht llecrttlt.l')' o t tho ,...,.....,. 
YaohlJICto~>, D. C. 

Dear ICr. locrotiU')': 

!hit will aclmovledp 70111' letter ot J1>1>e 5, 
1942, rop.r4iQ& rq HI{Ut\ \hot 701> fl>rl>ioh tho ...... aJI4 
a44rooaoa ot tho oo.ipa,doo roterHd. to 1.1> 70111' 41oov.ot1oD 
Of \OX &'rOldallct with tho Jol.at C~Utt on b\tnal llo'I'­
UVA faxaUoR on 11e,r 28 ud tho ll&lltt ot other oo-1•• 
•acocioc in • 1•1lar praotiooe. 

Iaaa.Qoh aa tho Inttraal llo'l'tn~>t Code dote not 
authorh• tho ,..........,. DepartMDt to cin llloOh illtor.a­
Uon to tho Banl .&ttaire In,..eUpUD( CO..lttoe, I will 
41root rq reqa.eot to Chai....., Dov.cbton ot tho Joint Coll­
•lttoo on lnttraal a .... ~ taxation. 

I Olpprte1ate tho oov.rlt O¥ that 70" ho 
thia •tter aJ14 hope \hot boutlcial reealtt 
OOalD(. 
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an even hichor rate) , nlthouch the avornge rate of interest earned by 
all lifo in~nnce coopnnieo ia loot tban 3-l/2 peroont, and tho a•orago 
nte of intllt'tot noiiWlled in computing reooneo h about 3-l/4 percent. 

Second, under existing law, life 1nourance ooapanieo ore 1n effect 
allowed to deduct por t of their tnx-exeq>t 1ntereot twice. The total 
amount of tax-oxeq>t intereot 1a excluded troa the crou inveote>ent in­
colllt. !he r e ... ining, tunble pe.rt of the crooo invoat ltent 1ncoce 1o 
then reduced b7 the allowance for earnin«o on reoeneo, coiOpUted at 
~/4 )*"coot of tho moan of t he lepl reoerno. Part of the euniD«o ''c­
on reoerveo are derived trom tnx-exe:opt interoot: yet the whole allow­
"""' for reoar•o earn1n«t 1o deducted troD texn'ble innat:ent 1ncoce. 
!bet part of tex-ex.o:opt interoot uoed to r.aintnin rooerveo h therefore 
deducted twice, once ey the exelueion of ~exo:opt inter11t troo the 
tax 'booo, and a oocond ti:e aa port of the reoern oo.rniJ180 deduction. 

2. fht orig1nol Tryrurx propofll 

In ~ etntemont befor~ your Oocmitt eo on Mftrch 3, I outlined a 
propooed tax bnso for life insurance oo=P&nioo thot would elioinate 
thooo dofeoto in the present lav, n t tho onme ti.mo thot i t retained 
the principle of tftxing only inveatment income. 

Tho tax bnoe propoaed in Q7 March 3 otnto~ont oliainotod the 
doublo deduction of tax-oxoopt intereot 'b~ dht>llovinc tbat porcen~e 
of the rooorvo ao.rningo deduction which tnx-axoopt intoreet boera to 
the excooo of in•oetaont incoae over other deductione. (See Appendix 1, 
ha.aplo 1.) 

It reduced tho reecrve Ot>rningo deduoUon 'by wbotitut1118 !nr the 
preoent 1ntoreat rnte of 3-3/4 percent a veipted 1\Yt>rftCO a! 3-1/4 
percent Md tho 1\Ctual rate of. iotereot aoonwed 'by the COJ:lllC'D7 in coD­
puUng lto reoerYeo. '!'he nvernco 001 coaputed b;y tivinc a ve1cht of 
6S percent to tho 3-1/4 percent rate nnd a velpt of 35 percent to the 
actual aoouoption rate . In thie war, tho reaer•e aarnlnge deduction 
¥AI Oftde fnir nnd equitable nnong coopanieo, 10 t hat tvo coaPan!o• vltb 
the tame volume of buaineaa and the saoe tnvettcent 1ncooo would P61 
approximatol~ tho anme tax, regftrdloao ot haw they cocputo their ro­
aarvoo. (See Appendix 1, Exanpleo 3 nnd 3.) 

In nddition to these maJor cht>nsea in the tt>x baoo the Treaaury'o 
or1cinAl propoonl included throe ainor chonceo dooicned to reli)evo 
1nequ1tiao and hardllhipo that oigbt otherw1oe 111\ve arisen: (1 .Ul 
l ntoreot pnid on nll oup,lenentftry oontrnct o not lnvol•inc life, health, 
or accident contin&enciea, auch Rt A oontr~ct to pay the insurance bene­
fit in 10 annual inaWaonta, 1o allowed At a deduction . At preeont, a 
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deduction io olloved only for intoroat on contr&eto in which the 
l!lllMer of P<'>""ent h elected by the bonefioiiU"y and, for cutuel coc­
pMioa , only tor interoet 1\t the rate guaranteed in the contract. 
( 2) Reoerveo oomputod on tho prolininMy tero plan, a plen which 1e 
uud. pri,..rily by the acollor nnd. younger cor.lJ)nnhe and which givea 
n oto~~ller reeerve than the plan commonly uaed , are increased by 7 
percent in computing the rooorva earninga deduction. !his put theoe 
rooarveo on tho oama baoio aa other roaervea. (3) !he licit on in­
voatment expenaea, other than apeoitic real t!tate expenaea, that 1a 
nov iczpoood if OJ>:/ of tho expenoea are computed by allocating oxponooa 
botvun inveot.cent and other acthitioo 1o ,..do oonovhat aore pneroua.· 
!he prooent Unit of 1/4 of 1 parcent of innoted auota h repll'.ced 
by a tlidinc acolo liDit of 1/4 of l percent plua 1/4 of tho axeeoo, if 
any, of tho rnte of internt actually earned over 3.-3/4 parcent. (i'or 
a aoro dot.iled atetanent of tho orisil'llll 'l'raooury propoaol, oeo 
J.ppellrii.x 2.) 

3. D• 1n4uatrx plM 

I n preporin& these reconcend.ntiona, the '1'reaoury held numerous 
ocn!eronooa with reP,Tesentntiveo of tho principal crgani•nticno of 
life lnauranoa cocpanles as well ao with reprooontntivos of many 
Individual ccczponioa. !he viewo oxprotoad by thao varo given every 
prnoticoblo consider~tlon In t he dovolopmont of those propoaole. 

Yo have bean informed by represontatlvot ot tho lnourar.co ln­
duttry that the propooed olioinntlon of the double deduction for 
tax-oxonpt lntorcot, nnd the proposed chnnco In tho licit on inveet­
:oont axponaoo ore entire~)' ncceptnble. J'urthor, the lllriuetry ncceph 
the oricll'llll toraa.lA proj><>sed by tho '1'r"'rur)' 1\o a cethod of cloterDin­
lnc the aa:rOO>to tax linbil1ty for all iDWX'IlDCO coaprmiso conblned. 
I~ dote no•. hovevar. nccep~ the or1~:1nal !rea.w-)' propotal as 4 zsathoc1 
for det erainin& tho tax liability of aach coapany aoparntoiy. !he in­
duatrr therefore propooeo that tho fronoury forcu.la bo w:ed to doter­
:olno the aarO«<lte tax base ct all coopoA1eo coabined; bu.t that a dit­
toront .,.tbod bo ueod to c!lstribu.te tho total tnx a.mong tho insurance 
companlu. 

!ho induotry propoenl 1o thnt a olngle now deduction (to be called 
o 1r otorve and other policy liabi lity deduction•) bo substituted for 
tho prooent rooerve e<U"nln&o deduct1on, the deduction for intoreet pold. 
on aupplooontnry ccntrncte, nnd the deduotlon tor deferred dividendo. 
Thio now deduction would be n flat percentage ot not inva•t~ent incono 
after deducting tnx-execpt interest , tho porcontngo to be the oNOo tor 
all ccnpanloo. Thia percentage .,,,.,14 be dotoroinod In such~ VI\'/ no to 
&IYo the sane acgregnte deductions for all oompDDioa na under the original 
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!rtaft'7 propo1al a.oo1'1l11d allow. lor 1"-!>11, for 1941, tbo accrocato 
41d!IOUODI of all oc.paal11 'llllder \bo ortctw !roan.,. propo1al for .,.. 
11m oo.n>lQIIo l11hro1\ 011 l'<lPI>l•oll\af7 oo11trach, a11d 4aflr ro4 41'1'1-
donh .. ..,11\ to approl<laah}T t3 ,.rooa\ of tbo accucato ut ta ... 1wat 
lDOOIIt athr 41d!IOUDC tu-ou.p\ lDhNI\, 00DIICI"IIIt}T for tbo \uall11 
1ear 1~42, 110h oa.paA7 would lla allowed a 4oduo\1oll of 11:-perooat of 1to 
ut 111'"e\all11\ 11100111 .,_.r doduoUac tu-.-p\ lllhreet.!l ror nlleoqun\ 
tuabll ;rearo, tbo oorroopoDdlQI ,_roontace •011ld 111 41tom1u4 llr tbo 
S.ort \1'7 of tbo !rell'<ll')'o 

ID _a.,., UDA!ar tbo 11ldui\J7 plu, uoh 0011-•1 tu llaoe •oo14 
oollal 1aYeot~t 1noo.o 1101 111 ... 1\aoat oxponott 1111 t~t lutoroe\ 
leu a flat poroentqe of tbo .-.!Ddar, tbo poroontqe to 111 boeod oa ' " _ 
the aarteotl 414uoUODI of tbo 1114111\17 uDdar tho t'roa....,. fomala, ~ 
(he AppoD41:r 1, lxMp1o 4. ) 

!hio ot&t•o11t oo ... ro tbo llaolo prob1• of t ho "'ural aothod to 
be 11114 111 ta:rlQI llfo l nouruoe oompuhe, 80111 nloo14110'7 prob1•1 
,_.111, ft art rta4;r to outl1DI tholo It tbo 0-lt\toll OOilftDltDCio 

_l/ Tho 93 ,_roent lo ba1od on prt11alU'7 t i&UHI aad h eubjoot to 
rnhlon oD tho bull ot a mort oomp1eto &Dt}Tolo of 1941 data. 
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J.ppendi:l: l - ~lea of propoaed olw>coo In the 
t&xotlon of life lnauranco companl eo 

!xa=ple 1 - Double deduction of tax-exempt lnter eat 
under present lav end crlgl~l Trenoury 
proposa l 

1. Iovootment Income 

2. Exponooo, ln tereat paid, and 
other deductlono 

3. Inveatnont lnc0<1e nttar deductlono 
(I tea 1 leao !tee 2) 

4. lloapt lntoreot 

5 . Por.centago of exempt lntareat to 
lnTutoont l ncone attar deductlona .. 

Pregent 1av 

6. llooorvo enrnlnga deduct ion 

7, Normal tox net lncoce ( Item 3 
lees lteco 4 and 6) 

Treasur-x propo•al iJ 

8, Rooone eornlngo deduction 

9 . Portion tharoof troa exoapt 
l ncoao (I tOll 8 u ..... . Item 
6) 

10. Reoarve - nlngo deduction 
(Item 8 looo !tea 9) 

11. Normnl tnx net lncooe (Item 
3 leoo lteoe 4 and 10) 

$3,375,000 

67!! -000 

$4,000,000 

500,000 

3,600,000 

700,oo0 

3,375,000 !I 

-57 5 • ()()() 

2,700,000 

0 100. ()()() 

193 

3-3 4 percent of aonn of l egal reoorvee, ~oowmod to bo $90,000,000. 
if Th~o example l lluotratea solely tho Trooaury propooal for the oll~­

lnntlon of the double-deduction of t o.x-exomp t lnteroAt. Conaequontly, 
tho r eoerve oun.lngo deduction boo boo•n kept the '""" as under the 
prooent l l\v. Emmple 2 i lluatrntoo the Tren•ury'o proJ>ooed change 
In the rooene earnl%1€l• deduction . 

, 
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Example 2 - Computation of reoorvo earninso ded~ction 
under preaent l aw and original Tr eaoury 

propooal 

1. Rate of intereat aaoumed in 
comp~tins reaervea 

2. Aaoeto 

} • Lepl reaervea 

4. s~rpluo 

Compan.r A 

$100,000,000 

90,000,000 

10,000 ,000 

Preaent. l&v 

5. Raoerve earning• d~ction 
(}-}/~ of item J) $ },375,000 

Treasury propoaal 

6. 6~ ot }-1/~ 

7, 3!1JI of actual rate aseuced 
(}!1)1 ot 1te01 1) 

8. Reeerve earnings rate 
(item 6 plus item 7) 

9. Reoorve earnings deduction 
(item 6 ti:ea ite= J) 

2 . 112~ 

3.1625 

s 2,646,250 

COmpanY B 

$100,000,000 

S5 , 28 1 , ()!)() 

14, 719.000 

$ 3,198.0}8 

2 .112~ 

1.225 

}.}375 

$ 2,846,253 
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2. 

3· 

4. 

5. 

6. 

7. 

8, 

9. 

10, 

u . 

-
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Example 3 - Computation ot tax under preoent 
·1av and orisinel Treatury proposal 

Co!'!!!a& A !J~l CO!!!l!!!!!,l B lJ~l 
Investment income $4,000,000 $ 4,000,000 

Zxpenoeo, int ereat pa.id, 
and other deductions 2QQ .OOO ;,j001000 

lnYtttment income attar 
ded~ctione (Item 1 
ltn itn 2) $3.500.000 $ 3.500.000 

lb:Ot!pt inter .. t $ 700,000 $ 700,000 

Percenta&e of exempt 
tntereat to investment 
income after deductions 
(Item 4 divided by ite~:~ 
3) 

Preaent lav 

Reoerve earninga deduction 
(See item 5 of Example 2) $J,J75,000 $ },198,038 

Normal tax net income 
(!tom 3 leoo items 4 and 
6) - 575,000 -398,0}8 

~r@ao~ Ero2oaal 

Reaerve earnln&-e 
ot Example 2) 

(See it.., 9 
$2,846,250 $ 2,846,253 

Portion thereof frClll execpt 
income (Item 8 multiplied 
by itam 5) 569,250 ;,j69,251 

Reoerve earninga deduction 
(Item 8 leao item 9) $2,277,000 $ 2 ,277,002 

• 
Normal tax not income 
{Item J ~eoe itema 4 and 
10) $ ~.ooo $ 522,998 

• 
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1, 

2. 

3· 

~. 

5. 

6. 

Example 4 - Computation of tax under tho 
lnduetry propooal 

Jnveato.er.t 1nco.,. s4,ooo,ooo 
Inveat.oen t ~enaea 200, 000 

he:q>t interest zoo,ooo 
TAXable net inveat~ent income 

(Item 1 len 1te01a 2 and 3) 3.100,000 

Reoerve and other policT liability 
deduction (93~ of item 4) !/ 2,88l 1000 

Tax baeo (Item 4 l ea• item 5) 217 ,000 

YDotermined on the bub of the 8G&l'•P.te deductions o.nd 
nr.sr06ate 1nve•t=ont income of all co~ioo under tho 
or1ainal Treasury formula. Ninoty-threo percent is the 
poroentftito to be used for tho ttuable year 1942. ror 
aubeoquont yeare, the percentage io to be determined by 
the Socroto.ry of tho Treaaury, 

196 
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Appendix 2 - Original 'heuury propoaal 

§ue!eato4 tax baee for lite 1nruranoa goapeniea 
Inveatmen t income onlY 

The tax b~•• el\t!.ll bo : 

(1) lnveetmont income 

lou (2) lnveotoont expeneee 

leu (J) Interest paid, includiJII; all intoreot paid (whether 
or not, t;Uaranteed) on all contractu not involving 
life, health, or accicient cont1.n«6llciaa 1 regardleas 
of the m:mner in which the eothod of P8¥'1Mt .as 
oelected 

leiS (4) 2 percent of reserve a for deferred di vid.onda 

lea a (5) 65 percent of dividendo r•ceived fro:~ do:~ootic cor-
porat1ona 

lou (6) 'l'ax-oxompt interest 

lou (7) Rooorvo onrnin&s deduction 

(l) Inyoatmon t 1ocomo oball be groaa receipto from intoreot, dividends, 
ronta, roy&ltioo, loaoes, etc., pluo capital saino l/ and laos capi­
t&l looooe on aaaeta acquired suboe~uant to Decomber Jl, 1941, loss 
real eatate expenaea, r&al estate t~tiJ and 4eprec1at1on on prop­
arty hold u on investment. Capitol looooo aro to be allowed in 
full againot othar inCOIOO if attributable to aaloa or exchanges of 
bondo or other evidences of indebtodneu, the capital lou to be 
Dooeured by the purchase price (or &>Orthed Yalue 1! the C.,.,Ut toe 
lhould adopt tho 'l're&aury' s recom>endetion with roupec t to acorti.­
•aticn) and the selling price. Loooea !roD ot her typeo of capital 
&uoto will be allowed onl;r to tha extant of capleal gaino. 

(2) lnvottmont '"P!!!IIt' shall be allaW6d in full if cocplotely aegro­
gatod; but if an:r general exponou o.ro included in or apportioned 
to investment expanoea• the amount allowed in addition to opooific 
o>;ponooa tlllol'led under (1) oh&ll not axoood i porcont of invested 
Basoto, pluo i of the amount b1 which invootmont income oxcoeda 
J-J/4 peroont of 1nveatod aaaeto. 

1$' 

lJ Tho Route 'f~ ond lleano Comittoe h&o tentatively approved a maxillwl 
rate or 25 percont on net eapital gain• r oalhod b1 ocrpore.tiono on 
aoooto hold more than 15 C>Ontbs. It t hio provioion 1o enACted, tho 
finnl. co.,putl\tion ot the tax will be """'' by deducting such gaino 
freD the ba:so no hue defined, applyins a 25-porcant rata to such &~'in•• 
lll'ld tho regular normal and eurtax rateo to the balance. 

( 
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(7) tho reurvo om1net dedy.etian ahall bo tho produot of (a) tho 
menn of tho MJuoted logo.]. rea,rvoo at tho bot;1nn1nc: end ond of 
tho tt\XAblo year, (b) the reaetve earn~.n«o rato, ond (c) tho 
ratio or (i) investment ineomej loao invootment oxpen•••· loas 
intoroat pl\id, lOBI S5 poreont of divid,nd• reoo1vod from demos­
tic corporntiona, leas 2 parcoot of roaervea for deforr od d1v1-
der.da, l oao t~exampt intoros~ to (ii) invoatm•nt income l ose 
inveatoont oxpenaua, l oiB inte~oat paid, loao 2 poreont ot 
roaorveo !or deforred dividendi. 

(a) rho ad,luotod local reserna shAll be tho bg&l rosorvea 
pluo 7 pore en t o£ the logo.]. rosorteo thnt are COIII))Uted 
on " proll.:linor:r t oro basia. 

(b) Tho roaorvo earn1ngo rate ahall bo a woi~tod aTOrago of 
(1) Ji percent, and (11) tbo we1S)Itod average rate of 
1ntor68t naaumed 1n co"""ting tho various reaerv01, 68Cb 
rato o! interest being weiS)Ited b:r t ho """" of the od­
juntod leo>l reuorveo com17'1tod at tllo.t rate nt tho bo«in­
ning and end of th• .,..:r. I tom ( i) shall be wol.ghtod 65 
p~roont; item (ii), 35 percent. 

198 

Thia formula will hnvo to be nppliod twioo, firot, to coapute normal 
tax, oocond, to computo tho surtax; the torm •ta:r-oxompt intoraat" boing 
glvCII tho appropriate intar;>retation in onch oaao. 

, 
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OFFICE OF LEND-LEASE ADMINISTRATION 
F1VU1fTEE.N 22d STREET NW. 

WA!HINC'TON, D. C. 

J1111e 12, 1942 

• 
117 dear llr. Secret&J7a 

ll'e are pleased to send ;rou an adftllca copy of the 

Fifth Report to eonu ... "" Lend-t.ase Oporotions, with 

th<l roqueat tbe.t you treat it ae coa!identiel untU the 

Preeident 1 a tM.Ilsmittal latter i s road in Congress on 

llond&J'. 

We are very gratefUl for the osoistanco of tho 

Treasury Department in the preparation or this report, 

eapac~ tho CODtributiona of llr. Eberle, from Cliftcll 

Mack'• office, wboso suggestions aud eriticiaaa of tho 

varioue draf ts were moat conetructive. 

I would lib to oc14 a word of eincare opprecia tion 

for the 1f111pathetic aud eooporati ... attitude of :J'OU1' 

people in our relationships senarall.7 with tho Trea sury 

Depo.rt.oent. 

The Honorable 

Sincerely youra, 

~13. 4.-. .'. ~(. 
Tboanas 8 . llcC&he 

Actinl Adatoistrotor 

Tho Seoret&r7 of the Troasury 
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FIFTH REPORT TO CONGRESS 
ON LEND-LEASE OPERATIONS 

For the Period Ended June II, 1942 

"Tb< Ptuidooc ~ n- co n-, boc ooc ~ao &.q-t11 t1wt """ 
"'tr"f oiacty c~.,.., aiWJ U'll>Nilit 10 the Coogao • t<pon ol opctati­
- this lv:t <IC<p< aac:b Wormatioo aa b< clcau ill<ompouolc wilb 
dx poblk iniCI'<lt co diadooe." 
(F.,.. Section S, ou'-tioa b ol "A.o 1v:t co l'romote the Il<6enoe ol the 

Uoited StallS" (PIIblic Law No. 11. 77da Coa,l-. 1,. Saoloo).) 

{ 
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'\ 
rA 1o' 

PRESIDENT'S LE~ (J ,~AN '" 
tt rlll()o I ,J, Ill ' 

'.()'!} tJ I 

TOTHBCoNOilBS$0,'111 UNITflDSTATl!SOP "fiWCA: ' 
This is the 6fth nin<ty-day report to tho Congt<SS on opcrationl 

under the Lcnd·l.eax Act. 
For the tb~mo<~ths ending M.y )I, 19(2, lend·leaae aid amounted 

to mor< thsn $1,900,000,000. For tho 61-.·..-tb period from 
Matdl 11'41 through M.yl94.2, a.id totalled $4.497.000,000 in &00<11 

..me... We are now mal:ing' a.id a...a.ble at a moothly ratt 

"jW..t<ar to $8,000,000,000 per year. 
Dollar fitum do not portray all that is luppeaing. The Congt<SS 

lw wisely Jet few linUIJ to tho typos of aid whkb may be and are 
boing pmidtd. Food-over ,,000,000,000 poun~nd medicine 
b.-·e helped to stUtain the British and R.wian and Chin~ peoples 
in their gallant will to fight. M<tab, mod>inc toob and other wen· 
tials ·hove aidtd th .... to maintain cane! step up ~r production of 
munitions. The bombardment planes and the bulb which were 
ordered lor them Jast spring and summer are now putting their ml rk 
on the enemy. The British pilOIJ traintd in this countty have begun 
their worlc at Cologne and Essen. 

And lend.luse is no longer one way. l1lO$C who have be<O reeeiv. 
ing lend·lcaaeaid in theH bow of greatest need bavetakcn the initiative 
in r«iproeating. To the full extent of theH ability, they are supplying 
us, on the wne Jend.Juse basis, with many thin&$ we need now. 
Americaft uoopo on Awualian and British soil are being ftd and 
houaed and equipped in part out of Australian and British supplks 
and "'UJ>OC1S. Our allies have sent us sp«W nudline tools and <quipo 
mmr for our munitiolu factories. British aoti·ain'taft guns help us 
to defmd our vital ba$es, and Britis!Hleveloptd detoction devim 
"'ist us to spot enemy aircraft. We are sharing the blueprints and 
bottle experimcc of the Unittd Notions. 

s 

. 
f 
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These things, invaluable &I !her ha..e P10ftft, ue oot the • 
benefit we will recdve for our lencl-1- aid. That benefit ~'1: 
the defw of the Axis. But the •• istance we haoe been given bJ Gat 

partnen in the commoo struggle ia beazteaing ~ of the way;, 
wbich the other United Natioos ue pooling their moua:.s 'lritb OOit 

own. Each United N ation' is COI'Itributing 'l-6 tf:e ultimA~ victory nat 

merely its dollars, pounds or rubles, but the full meuure of its men 
its weapons, and its productive capacity. ' 

Our reseJVOir of resources is now approacllins Sood stage. Tht 
next step is for our militaty, industrial, and shipping ezperts to direct 
its full force against the centers of enemy power. Great Btitaio IDd 

the United States have together set up expert combiqed bodies to do 
the job, in close cooperation with Russia, Olin& and the other U~ 

Nations. They are equipping the United Natioos to fight this wodd.. 
.., wide war on a world·wide basis. They ue taking combined ldi:lo 

to carry our men and Vi'eapons-oo anything that will ftoat or 8,-1 

the places from which we can launch our o6ensives. 
By combined action oow, we can preserve freedom and restoro pel(< 

to our peoples. By combined action later, we can fulfiU the vmry 

we have joined to attain. The roooept of the United Nations will oot 

perish on the battlefields of this te.rrible war. It will live to by tilt 

basis of the enduring world uodentaoding oo which ma.o.kiod depcod$ 

to preserve its peace and its freedom. • 

TKs WKITB HOUSII, 

June 11, 1942. 

6 

1'1ANKUN D. RoossYBLT. 
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Cllaptcr I 

LEND-LEASE PROGRESS 
The lend-leue program wu i.naupatedo on March 11, 

1941 as our peacetime coouibUtlon to oatioos ajcling our 
defense by raisting Axil •u-Noo. Now that we are at 
war, lend-leue cootioues aa ao iosUIUllellt by which we 
strengthen our allia acc:ocdiog to the strategic p1aDs of the 
United Nations aa a whole. The assistance we have rendered 
to date represeou 12 pcrceot of our entire war program. 

Amount of lend-lease Aid 
Lend-lease aid for the 1}-month period from March 1941 

through May 1942, bas totaled $4,497,000,000. The rapidly 
rising trend in the amount of this aid is indicated by the 
chart, which shows the amount of aid provided during each 
month since lend-lease began. Currently, aid is being pro­
vided at a rate equal to approximately $8,000,000,000 per year. 

AMOUNT OF LEND-LEASE AID EACH MONTH 
1111110" • 
llo"t hlw 

---- - 800 

Totti A1d 
Morch 114l- Mer 1e41 

t 4,4eT,ooo.ooo 
--.i~-----&00 

------i~~~~------400 

1141 t 

7 
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ACCElERATION IN l.£ND.LEASE AID 
!Mill~ O..llaoo) 

Ouortorly .. 

Cumulative . 

~Elided I 

May 31, 
1941 

A~31 , 
1 1 

Nav. 30, 
1941 

Feb. 28, 
194! 

118 369 715 

118 487 1,20i 

Tal>l• No. 1 

TOTAL LEND-LEASE AID 
)Millions a$ Dolton) 

1,368 

2,5}() 

Totol Aid 

~1, 

1.9!7 . 
4M7 

Aid Durio, 
o...t. Type of Aid to May 31, e..dodMoy 1942 31, 194! 

GOODS. 
Article• lromfo.,od ..... ... . .. .. . . .... . 2,601 1.!10 

Articles awaiting transfer or usc . . . . .• • ... 231 136 

Artlclu in process of manufacture •. . • • .•. 841 320 

Toto I Good. ... . ................... 3,673 1,666 

SERVICES: 
S..rticing and repair of ships, ttc., in U. S .. 157 31 

Produelion facilities in U. S ....... . ..... 283 114 

Rontol ol1hips, ftrryins of a ircraft, otc . . .. 371 107 

Facllllito for oupply boo" obrood, ole .... 13 9 

Total S.r.icto ........ . .. . . ....... . .. 82-4 261 

Totol Ald .. 4,491 1,9t7 

lobi• No.2 

8 
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Lcod-1- Licl has two main cli.isioas-tbe nloe ol C'IO(IC)S, 

acruallr•hippecl, awaiting ahlpmeat Ill' in proceu of IIWIU· 

&ccure aad rhe v&lue of various Slllt.VJCIS of Jl"lductioo aDd 
supply: Good• include military items, such aa planea, caab, 
guns and ammunition, as well as food, medical auppllet, 
machine tools, meW. and other materials . Secvicea include 
the shipping necesaary to carry good1 to lead-leue countries, 
the servici.ug and repait of wanhips and merchant lhipe of 
the United Nations, new factory and shipyard facilities 
in the United Stares for production of lead-lease goods, and 
facilities for supply bases abr<nd. 

A breakdown of the total of $4,497,000,000 of lend-lease 
aid is given in Table No. 1. About 82 percent of aid is 
represented by goods and 18 ~t by services. 

CHANGE IN COMPOSITION OF MONTHLY 
TRANSFERS OF LEND-LEASE GOODS 

100 100 

.J 
~ 10 
0 

80 

... 

... 60 eo 
0 

~ ~0 ~0 

"' u 

.J 
c ... 
0 ... 
... 
0 

... 
z 
w .., 

::; 20 20 ~ .. .. 
0 0 

1941 • 1942 

WhHe lmd-lease aid has continued to increase each quarter, 
the proportion of lighting weapons included in the materials 
transferred to our allies has also increased. Whereas last fall 
munitions comprised a relatively small part of total transfen 
and the major portion consisted of foodstuffs and industrial 
materials, during recent months military itemS have COO• 

sriruted more dan h&lf of total transfen. (See chan.) 

9 

Regraded Unclassified



The proponioo oE oar total prodw:tiwa ol Jalll, pa.... 
ahipl and .incluaaial materi&Ja dw ao-10 ~~ 
and the proponion tbac it lamilhed 10 oar own &1'llllol 
forces and industries ia cleeetmiDed br t:be ezpert llliJiwy 
and civilian bodies in lcharge of our, tmire war prosra111, 
not by the agencies charged with th~ ltnmediate aupervlaioo 
of the lend-lease program. Bftr'Y decision is aimed •t 

putting our ~ to their mott dftcme • in 6gbtitJ& 
our common .:nenues. 

Exports of Lend-Lease Goods 

Articles transfetred are those which have been deli,.ered in 
this country to lend-lease nations, either at points of produc­
tion or at points of export. Articles traoeferred up to May )1, 
1942 amounted to $2,601 millioa, -u·•hown in Table No. 2. 
Of this · amount $2,138 million ~ been exported. The 
difference between tbe value of articles transferred and the 
value of those which have actually left the United Sr:ates is 
due to the necessity o£ maintaining adequate inventories ci 
finished articles at points o£ export, the fact that transfers ci 
ships are not included in the expous figure, and other !acton. 

Lend-lease exports have accounted for a steadily incrtaJ­
ing part of all exports from thia conntry, excloding "exporu" 
shipped to our own forces fighting abroad. From March 1.941 
through May 1942 the value of lend-lease exports amounted to 
29 percent of the value of all expom. In May 1942leod­
lease exports were approximately S4 peroeot of total exports. 

In the beginning, lend-lease exports went primarily ro the 
Un.ited Kingdom to help in the bartle of Britain. As the 
theaters of war in Africa, the Middle Ea.st, India, and Australia 
became critical lend-lease aid wu sent to the support of our 
allies fighting in those areas. With the signing of the Russi~o 
protocol last October, artns and tupplies began to llow to RussiA 
in large quantities. Transportation d.i.fficulties, climaxed 
by the closing of the Burma Road, have been the fa~or 
limiting the volume of aid to China, but new ways of getWIJ 
help to China in substantial amounts are being devdoped. 

10 
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Lend-l ease Countries 
~ 

As the war .h.u spread o.et the wodd and aid to 

more and more countries hu become essenti&l to our own • 
nation~! safety, die ""PaiiidCri b&1 &ddeil to the lliat of lend­
lease nations now eligible for lend-lease aasistance. The roll 
now includes the memberl o( the British Commonwealth, of 
Nations and 35 other counqiet: 

=no ~~¥Odor 
Bolivia Foa,... (free) 
&otil Greece 
O.ile Guatemala 
O.lno Haiti 
Colombia Ho~d"!!l' 
Co11o Rico lkelond 
Cubo J..,n 
Cnchoslovoklo l~<~q ' 
Dominican RepubUc I· Mexico 
Ecuodor Netherland. 

British c--ohh of Nations 

II 

Nicooatuo 
Noowoy 
p­
Pa...suoy 
Perv 
Poland 
;Jud.e'l 
U. S.S. R. 
Urusuoy 
Venuuelo 
Yutotlovio 

J 
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LEND-LEASE AN> Tl-£ WAR 

In the three months since the last report,· the lend-leue 
program has been further adapted to the needs of war. Tbe 
administrative machinery for ful6lling the Act of March 11 
1941, has evolved in response to the pressures and sh~ 
of our wa.rtime economy. That machinery now serves lhc 
United Nations in the developing proce$SCS by which they 
are unifying their strategy and pooling their resources. 

One of the major contributions of the lead-lease prDBJ'Illl 
has been the resulting expansion of Amer.ic&n munitioos c;a. 

pacity to meet the needs of our allies and ourselves. The lint 
lend-lease orders, together with the earlier munitions coo· 
tracts of the British, French, and Netherlands goveromean, 
helped to erect the factory facilities that have become the 
backbone of our armament program. Today the battle of 
production is on the way to being won. The pressin& 
immediate problem is to distribute our weapons where lhe 
need is greatest, and to get them there in sufficient quantities f 
in the shortest time. The battle of distribution is in irs 

critical phase. 
In this battle, lend-lease is the principal means throush 

which those charged with strategic direction of the war allot 

America.n supplies to our allies. And it is becoming an eJe. 
ment of increasing importance in the process by which our 
allies supply us with reciprocal aid. 

Lend-Lease and the United Nations 

On January 1, 1942, the United States, Great Bcir:aia, 
Russia, China, and 22 other nations• united in a declan· 
tion that ''they are now engaged in a common struuJe 
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•gainst savage and ~rutal fo~ seeking to subjugace the 
world." They resolVed that ''complete victory over their 
eoemies is ~tial to defend llle,llberty, independeace, aod 
rdigiou.s freedom, and to preserve hlliiWI riahu and ju.­
tice in their own lands as wd.l u in other Janda." They 
subscribed unaoimoualy to the principles and pw-poses 
sedorth in the Atlantic Charter. 1,"hey pledged theuuelves 
to employ their full military and economic resources in the 
war, and not tO make a separate peace. 

The Uniced Nations have thw declared that they are more • 
thaD a temporary military combination, and that they wiU 
wage the war together £or a common victory and a common 
program .. of peace aims. 

To fight a common war which extends around the world, '\. ... 
the United Nations need a common plan for ihe most dfective 
possible nse o£ their resources in mea and materials and 
m.achines. All the bardefronts are linked together. Tho 
United Nations are concentrating their weapons on those 
battlefronts where P!"essure is heaviest and where military 
success is o£ the gteatest strategic importance. They are 
moving in a coordinated way toward organi.ziog offeasives 
backed by their combined resources. 

( Our lend-lease program is one means, and a simJ»e one, by 
which the common economic dfort pledged in tfie Declara• 
tion by United Nations may be secured. The lend-lease 
principle, as it develops, is removing the possibility that 
toosiderations of fio.ance can interfere with the full nse of 
material resources. The transfers made under the Lend-Lease 
Act are not commercial loans to other DAtlons. They ace 
COntributions of material to a common pool with which a 
common war is being waged. In retam, other United Nations 
are contributing their utmost to the common light-in men, 
materials and mach.ioes-aod are furo.ishingw with the weap­
ons and supplies which we, rather than they, can IIIOit eB'ec­
tlveiy nse. 

Considerations o£ transportation, supply, and srrateg 
must determine the countries from which ~ar materials are 
to be drawn and where they are to be sent. Some oatiooa 
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are able to cootribute nat quamldtl ofifiniabed lll'lllltla.. 
some ooly the JDaterialt from which tho,e llllllliti0111 1ft ~ 
be JDade. Some are able· tO give industrial and lllilitary 
inlormatioo which will ~~lt'e ' the War prod'CI«ioo Q1 all 
the United Nations. These I eoottibatioDS, varying Brtady 
both in character and alnount, lind their use$' in various p1rcs 
of the world, as common plans for victorf diPt&te. 

It is for this reason that American, Canadi•n, and llritilh 
tanb are found in North Africa, aod American planes, bueol 
in England, fly regularly over Germany, that British aDd 
Aloerican planes fight in Russia and English antiaircraft sQa. 
defend our bases. This is why the United States sends food 
to Great Britain while American troops on British and 
Australian soil are bein, maintairled aod equipped in pan 
with British and Australian lnli~!&Js' &od we'apons; and why 
the patents, secret processes, }it<Sauhlon kybw-how, and 
battle experience of each United Nation are available to the 
armies and indusuies of its allies. • 

Control by United Nations Coopaalior) 

Long strides have beeo.JDade toward achieving the unified 
direction necessary to put the cOmbined resources of the 
United Nations to most elf'ective use. Combined agencies 
have been established by joint aetioo o£ the United States 
and Great Britain to coordinate suacesy and to 1111p the 
production and distribution of munitions and raw mare­
rials. The me:mbers of these combined boarda bave beca 
instructed to "confer with repcaentatives of the Union cl. 
Soviet Socialist Republics, China, and. such other of the 
United Nations as are neceJSlF}' tO ¥tain '?""moo pu:poces 
and provide for the most elf'ec~ve utWzation of the joint re-
sources of the Uni~ed Nations. ·• · ' 
. To date, the c'omoioed boards(' whlch have PeeD created 
include the Combined Chiefs' of Sta1f, fhe Munitions Assign· 
m.ents Board, the Combined Raw Materials Board, the Com· 
bined Shipping Adjustment Board, th~Combin~ Production 

" 'Tito........,.u"-m.'""'' __._, ». ~ -•-
.....,. ............ .-. .... -..w. .... olllppiD. --
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and Resoarca Boant, ud the Colllbiaecl Food Boucl. , na.c 
expen bodiea are weldillslile ~ aad B,idah war efforta 
together. AJ put ol thlcir job, tbef uercite c:oauol o•er all 
Jeod-lexse tt&llllen, '~'he, plaa for tt. proclucdoa ol materials 
to 6ll Jeod-leue aeed., ~the quantiriea ol6ni•hea aod 
raw materials available for immediate lead-leaae uanlier fix 
their destination, and pcovide the neceaaary shipping. ' By 
Jhapiog their plana to >fit the needs of all United Natioaa 
they are helping us to 6.gbt a world-wide war oa a world: 
wide basis. 

CoMBINED Cmus OJJ Sun 

The Combined ~iefa,, pf ~tall is compo~ of t,he ranking 
statf otficen of ~ various branchea of the American and "" . 
BritiJh armed Iorcea. It meeu in Washington to formulate "" 
the broad strategic ~ to which ~ actioas of ~ orher 
tombined ageociea are adjusted. Productioa requirements, 
nw material allocations, munitiom assigntOeD~, ayd Jhip 
routings are all relared to iu decisioos. 

MONlTiom A.JotJ-a BoAt» 

With Russia and China locked io decisive suugslea on their 
own soil, the ptiocipal1Jnited Nations io a position to export 
munitions are Great Bri'taio and the United States. To solve 
the technical and l>"ac'iidl problems involved ln distributing 
British and A.merlcan 'muhitions among all ~e United Na6ons, 
the Munitions AJsignmeots Board was created on January 26, 
1942. It has two coordinate branchea, sitting in London and 
Washington, under the Combined Chiefs ofStalf'. Each branch 
is staffed by ofticers of the British and American armed forces, 
uoder the direction of a civilian chairman. ' 

The Board OPeratea ui?on the Principle that the entire 
munition reaources of Great Britain and the United States are 
tonsidered as a COIDJDOO pool. AJ munitions are prodaced 
and ready for distributioo io each collDtry, the branch of the 
Board sitting in that co110try advises on their auignment ~o 
Great Britain, the Onited Staces, or one of the other United 
Nations io accordance with atrategic needs. The American 
branch of tho Board DOW aasi&ns almost all muolrioos "111&00-
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faetured in chit COWIUf and pnldldy lady few 4inrit.11ioa 
Regardless of whether a given WUPQD waa originally~ 

for our own Azmy oc Navy, for c:aah ~e ~ anotlw oatiaa, 
or for transfer Wider leod-leaee authoncy, au uai8JliDIDI is 
examined anew to meet ._the most urgent need existing u * 
time it rolls off the production lines. • lu put o{ thia .._ 
pooling policy, most of the mWiitio{ls now being orden:d are 
usually not earmarked in advuce foe particular forces, To 
facilitate final assignment, eforts have been made to integatt 
che requirements and s~i6cations of ocher nations with 011r 

own, so that, where feasible, naodard types of each weapoa 
can be manufactured. 

AssignmentS of finished munitions raise many complex 
strategic and technical problems. The needs of che forc:n 
of che nation producing che munitions must be apprailld 
in terms of che uses to which chose forcts will be pur, IIIII 
weighed against che competing needs presented by the 
forces of other United Nations. After the basiC decitions on 

such questions have been made in accordance with 'broad 

principles determined by the Combioed Chiefs of Stall', !hey 
must be implemented by specific assignments of inoumenble 
types of equipment. To handle this vast body of work, 
vafious groups of technical subcommittees have been orgs.ni*. 
Thus, che branch of the Board in the United Ststes hu a 
special aircraft assignment committee under which there are 
subcommitteeS for aircraft, for airaaft ammunition and bombl, 
and for aviation petroleum products. Similar committees ud 
subcommittees advise on assignments of land and naval iuas. 

Except for a substantial number of British ud other dollar 
contracts on which deliveries are nffi being made wich the 
approval of the Munitions Assignments Board, Ameriall 
munitions allocated to other nations are usually transfemd 
under lend-lease authority. The acrual assignments, how· 
ever, are nor made by the Oflice of Lend-Lease Admioisuarioo, 
but by the military experts on the Munitions Assigntntoll 
Board. A copy of each request for American munitions is sub-

·--.. 10 a.clooo od>ft dua the Uoltod-.,. .... ...idalo•~.:'l' _, _ _..., .. ~---I." - lo • ,, 
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mit ted tO ~e ~d-Lease A~ aeration, which in appop-i­
ate cases will &llllt the applicant country to ptelellt ita caae 
to the Board. The Lend-Lease Administration abo acu u the 
ccor:ral recording age~~cy for all lend-lease munitions uauaen. 

CoMIIINBD RAw MATllll.LUS BoAJLD 

The commo~:~ war pool of the United Nations goes far 
beyond munitions. It also includes the raw materials from 
which munitions are made. Scarcities in many of these 

materials have been caused by military reverses which have 
shut off or curtailed sources of supply, by shortages of shipping 
space, and by the rapidly expanding requirements of w•.r 
production. 

To monufacture munitions, the United States must import 
1112DY raw materials; Great Britain, nearly all of hen. To a 
considerable extent, they have competing needs which must 

be filled from the same sources of supply. The entire war 
dfon of the United Nations depends on the most e:flicient 
possible distribution, use, and expansion of these available 
raw material reaouroes. 

Oo January 26, 1942, the Combined Raw M2terials Board 

was set up to achieve these results. l'coosista of an American 
membet, representing the Chairman of the War Production 
Boud, and a Britiah member1 representing the British Min· 
ister of Production. The Board allocates strategic raw mate­
rials controlled by the United States and Great Britain among 
the United Nations and collaborates with other countries to 
seQire the maximum development and utilization of their raw 
materi:tl resources. 

Complete allocations have been made on a world basis for 
such materials as tin, rubber, and manila fibet, of which the 
principal sources of supply were cut o(f by the war. Similar 

action has been talcen on certain ferro-:tlloys, copper and 
other materials which hne not been cut off, but which 
are in short supply because war requirements have outstripped 
available production. In addition, the Combined Boatd 
makes temporary allocations from time to time to meet 

ur~ent special needs, as, for example, tin plate for Great 
Bnuio, aluminum for the United States, and -rubber for 
Russia. 
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Through the allocation• JUde by dae Boerd, the 
States receivea strategic maceriab under Bridah COntrol~ .. _.'"'~•• 
provides Brita~ with. maceria.la . Wider American COD1181, 
while other Unu:ed Nanona &bale Ill the cocalaoppiy oa die 
basis of relative need in cerma ol the common war e1on 
Normal considerations of international commerce, ~ 
and foreign exchange are not permit~ tO interfere wi~' 
fundamental war needs. In apprdpriak cues where ~ollars 
have been needed ro purchase maceriah for the use of a.oothet 
United Nation, and are unavaihble to it, lend-lease has beaJ 
used to obtain the supplies to further the prosecution oE the 
war. 

The Combined Raw Materials Boa~d,,_perforpu other im· 
portant functions. It has acted to ancrt~~se the supply of 
strategic raw materials by recommending specific productioo 

projectS in many parts o£ the world. It has promoted coo­
servation of materials by changes .in 'P"Ci6ntions, sublrim. 
tions, and other means. Where present buying methods hsn 

~n found to impede effective distri,bution, the Board lw 

recommended changes. In collaboration with the Combiaed 
Shipping Adjustment Boud and other agencies, it has abo 
acted to secure more elfecti ve use ol shipping and rail tn.IISJlCln 
in order to speed the Bow of mater:iab and to bring stnteJic 

supplies out of war-threatened areas to aale destinstioos 

under emergency con.ditions. 
I I 

CoMBJNED SmPPINo An.JVSTKIINT Bo.un 

The Combined Shipping Adjustment Board was created oo 

January 26, 1942, in recognition ol the principle thst the 
shipping resources of the United States and Great Britain m 
a common pool, to be opera~ed ~ the benefit of all the 

United Nations. 
The Ministry o£ War Transport directly conuols the IDO'f& 

ment of British shipping, while American vessels opentt 
under orders from onr War Shipping Administration. Nor· 
way, the Netherb.ndJ, and many other United Na~oos havt 

contributed their many ships and sailon to the semce of the 

common cause, for charter operation under Miniacry oi 
Transport or War Shipping Admininration direction. 

11 
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The Combined ShipPing Adjmcment Board integrateS the 

work of these twO agencies ab·d the portions of the pool undet 

their respective conttal. The Board has coordinate branches 

in London and Washington, each composed of a representa· 
rive of the War S4ipping Administration and a ~tative 
of the Ministry of War Transport. 

The struggle to move materials in sufficient quantities to 

the places where ~yare mon needed has assumed paramount 

imporraoce. The job ol the Combined Board is to see that 

the shipping of the United NatiOIU is utilized in the most 

etrertive manner, by eliminating overlapping and unnecessary 

duplication of services, and by exploring the possibilities of 

joint economies in the use ol the tw~portions of the pool. 

With available cargoes in excess ot available sh.ips, loading '\:­

and routing have become matters of strategic selection among 

conJlicting needs. The ships which carry lend-lease goods 

are asSigned by the Combined Board through the Ministry 

of War Transport and the War Shippjng Administration after 

appraisal ol all competing needs. When American-controlled 

lhipping is assigned to carry lend-lease cargoes, lend-lease 

funds are used to finance their operation, in order to pcevent 
dollar exchange problems from impeding vital movements to 

the battle areas. Additional sums have been provided to 

service and supply the v.essels of other United Nations which 

carry materials to and from ow: shores. 

CoWlltN&D P.ooucnoN ANJ) Rl!Sooac:BS BoAAD 

One of the most recent additions -ro the machinery being 
developed for 'coordination of the United Nations war effort 

is the Combined Production and Resources Board, which was 
established on June 9, 1942, by the United States and Great 
Britain. , 

The Combined Production and Resources Board consists of 
the Chairman of the War Production Board and the British 
Minister of Production. The Board is charged with respon· 
sibility for combining the war production programs of the 

United States and Great Britain in a single, integrated pro­
gram which will meet the military requirements and essential 
civilian needs of the United Nations as a whole. 

19 

Regraded Unclassified



The B~rd will work in close co~.boratio11. w~th the Coat. 
bined Chtefs of Staff an~ the M~mons A.ugrunenu Baud • 
in or~er to assure cont111u?~' adJus~t o£ the rombiae.! 
production program to muntuons requtrements. It will bq. 
the Combined Chiefs and Munitions A.sigrunents Board Cllr· 

reotly informed of all relevant factors and potentialities of 
war production, and they will keep the Board in£0t1Dtd of 
changing military needs. · 

Planning for utilization of the combined resources of the 
two counuies in such a way as to reduce demands on shiPJ>in& 
space will be one of the Board's prime objectives. 

CoMBINliD Foon BoAliD 

On the same day the Combined Production and Resowtes 
Board was established, the United States and Great Briuio 
created a Combined Food Board "to obtain a planoed &lid 

expeditious utilization o£ the food resources of the United 
Nations." 

The Board will sit in Washington and be composed of the 
Secretary of Agriculture and the head of the British Food 
Mission. It will consider common problems coocemiog the 
supply, production, uansportation, disposal, allocatioo oc 
disposition of food and food-producing equipment througb0111 
the world. 

These are the principal agencies so far developed to CIIT)' 

out the principles of combined dfort set forth in the Dedan· 
tioo by United Nations, and to govern the disuibutioo of 
lend-lease aid . Additional agenciC$ will be C$tablisbcd tO 

function in other fields when necessary. 
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Chapter 3 

LEND-LEASE AND THE PEACE 

The lencWease pcogram has already become a prime mech­
anism in the combined elforu the United NatiOIIS are malcing 
to win the war. The pcogram o£ lend-leue agreema~ts is 
also emerging u a factor in the combined elfort of the 
United Nations to weave a pattern for peace. Those agree­
ments are talcing shape as key instruments of natioa.d policy, 
the first of our concrete seeps in the direction of affirmative 
post-war reconstruction. 

The ag.reemenc with Great Britain was signed on February 
23, 1942. On June 2, 1942, an ag=ment was made with the 
Republic of China embodying the same terms (see ·Appendix 
111). Oojune 11,1942, a rimiliar agreement was signed with 
the Union of Soviet Soc:Wisc Republics. The pcovisions oi 
these ag=ments are now being oll'ered co our other allies 
r«eiving lend-lease assistance. 

These basic lend-lease ag=ments place the problem of the 
peacetime settlemen.t in a realistic and appcopriate setting. 
The agreements postpone final determination of the lend-lease 
atcOUnc until "the extent of the defense aid is lcnown and 
until the progress of events makes clearer the 6:na.l cerms and 
conditions and benefits which will be in the mutu21 interests" 
of the signatory nations, and which "will promote the estsb­
lishment and maintenance of world peace.'' Final settlement 
hu been postponed since the course of the war may further 
change thc~omplex.ion of the issue. 

We are now in the war, as we were not in March 1941 when 
rhe Lend-Lease Ace was passed. We have pledged our re­
sources without limit to win the war, and the peace which 
will follow it. We look forward to a period of security and 
liberty, io which men may freely pursue lives of their choice, 
and governments will achieve policies lead.ing to full aod 
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useful production and employment. U the promi~ ol ~ 
peace is to be ~ed, a luge volume of productioa 

11111 
trade among nattons must be restored and sustained. This 
trade must be solidly fQWided Oil stable exchange relation. 
ships and liberal principles of commerce. The leod-IC&~e 
settlement will rest on a specific illd detailed program for 
achieving these ends, which are, as Article vn of the ·~ 
ments with Great Britain, OUoa &Dei llunia point oat, "the 
material foundations of the liberty aJld wdfare of all peoples." 

Cooperative action among the United Nations is ooo~em. 
plated to fulfill this program for economic progress, io the 
many spheres where action is needed. l t is hoped that plans 
will soon develop for a seriea of agreements and recommeoda. 
tions for Jegisation, in the lielda of commercial policy, o{ 

money and finance, international investment and reconstl'l» 
don. 

Article VU of each of the basic agreemenu pledges that"the 
terms and conditions" of the 6.nal determination of the bene­
fits tQ be provided the United States in retum for aid furnished 
under the Act "shall be such as not to burden commeru 
between the two counuies, but to promote mutually advlll· 
tageous economic relations between them and the betterment 
of world-wide economic relations." By th.is provision we I 
have allirmatively declared our intention to avoid the political 
and economic mistakes of international debt experience dill· 
ing the twenties. 

A lend-lease settlement which ful6lls this p-inciple will be 
sound from the economic point of view. But it will bnt a 
greater merit. It will represent the only fair way to dis­
uibute the financial costs of war among the United Nations. 

The real costs of the war cannot be measured, nor compared, 
nor paid for in money. They must 1.nd are being met in blood 
and toil. But the financial costs of the war can and should 
be met in a way which will serve the needs of lasting peace 
and mutual economic well-being. · . 

All the United Nations are seeking maximum convers•O!! 
to war pt"oductioo,1n the light of their special resources; If 
each country devotes roughly the same fraction of ics naa()011 
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poc~uccioo to the wu. thea tKe- fiuaDciai bunlm of wu u 
duuibuted equally amoog the United Nations in aocordance 
with their ability to pay. ADd afthoagh the natiooa richest 
ill resources are able to make larger CIOQtributiooa, the claim 
ol war against each is relatively the same. Such a distri'butioo 
of the 6.naociai costs of war means that oo nation will grow 
rich from the war eB"ort of iu allies. The money costs of the 
war will fall according to the rule of eq~liry in aacri6ce, as 
in effort. 

' 
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APPENDICES 
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AppendiK I 

LEND-LEASE ACT 
Funhcr to promote the defense ol the United States, and far odxr 

purpooa. 
s. ;, tNidttli!:T ,,. S•ut• •• H""' •I RrfnJ•"',;.., •I '"' UlfinJ s-4 

Amtrit• i• C.•!f'l' usttMiul, That this Act m.1y be cited as "An Aet 10 
Promote the Defense of the United States.·· 

Stction 2. 
As used in this Act-
(a) The term "defense ardcle" mca.as-

(1) Any weapon, munition, aircrVt. vessel, or boat; 
(1) Any machinery, faciliry, tool, matcrit.l, oc supply_,. far 

the nwnmcton:, production, proccssiag, «pair, scrricin&, or opn· 
tion of. any ardcle described in this aubocction; 
0) Any component material or part of oc cquipmcnt for any aniclr 

described in thia subocction; 
( 4) Any agticultural, indumi&l or other commodity or attic.k lor I 

defense. 
Such term ''defense article'' includa any article dacribed in this &ubocctiooc 
Manufactured or procured punuant to seetion 3, or to which the Uoitcd 
Srara or any foreign government hu or hereafter acquires tide, pesi<Uioo, 
or coouol. 

(b) The tam "defense infocmation" mans aDy plan, spcci6catloa, 
design, prototype, or information pcruining ro any dclcnsc an.ic.k. 

Section 3. 

(a) Norwithscanding the provisiona of any ocher law, the Pruidc:ot '"''' 
/rom time to time, when he dccma it .in the: intereSt ol a.adooal dcbK, 
authorize the Secretary of War, the Secretary of the Navy, or the had ol 
any other department or agency of the Government- . 

(l) To manuf•cture in anenal1, factories, and shipyud• under the" 
juri.sdiction, or otherwise procure, ro the C:Xtc:Ot ro which Cuodl .JJC 

made available therefor, or contracu are authorized from time to­
by the Coogras, or both, any defense article for the govcn>mcnt olol: 
COW!try whose defense the Pruidcot deema yjtaJ ro the defcarc 
United Staccs. 
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(1) To ocll, aaao6or <ide CO. ca:c:b-.., 'a , laool, or olk:wioo 
dis~ ol, co_aay...:b prcmaaeat aar dCfc.oe arUdc, bat 00 cldea. 
IllUde - ..i.eo{,tftftlll or pocw Miler puapap!a ( 1) ohall in 
lily way be diapolcd ol uodcr thla pu'llppll, cxcqi Jru ClOI!IIIIIcarioe 
with the Cbid' of Scalf oi du: fUmy or tbc Chief ol Nnal Operad­
ol <he Navy, or both. The nlac ol dcfcnoe arriclco diJpoaed of In 
any way under authority of ws pau,rapb, aad procured from fw>ds 
hctetofOf'C apptOf"'iat<d, shall DOl exceed $1,)00,000,000. The val~>e 
of such defense articlca ahall be dcunnincd by the head of tbc depact­
mcnt or agency oooccmcd or such olhct department, agency oc ofti<cr 
as shall be dcaipt<d in tbc m.&JIQCr f"''•idcd in the rula aad l<pla­
cioos issued bcm1ndct. Dcfcosc articles f"'OCURcl from fw>ds bctaltcr 
al'f"''priaud to any dcpa.rtmo:nc 01' ascocy of lhe GovctllJQ<Ot, otha 
chon from funds aulhoriz<d tO be apptOpiat<d under ws lw., lhall 
not be disposed of i.a aay way under aulhority of thla paragraph except 
to the czunt bctea.f= autborir.cd by the Congrcas in the Acco apprc>' 
priating such funds or otbctwiJc. 

(l) To tCJt, i.ospect, prove, repair, out6r, recondition, or otherwise 
to place in good worlciog order, tO thoextcot to which fund• 11< marie 
a.vaHable therefor, or contracts are auchorir.ed from time co c.imc by 
the Coogrcu, or both, aoy defense article for any sulh gOVCilUDc:nt, or 
to procure any oc all sach sctYiccs by f"'i"au cootracf. 

( 4) To commuoicate to any aach JoYCnlllla!t aoy defense i.o.for· 
m.atioo, pcnaining tO aay defense article fumished to such panmcot 
under pacapph (2) of thla subscaioo. 

(}) To ~<lease foe export any defense article disposed of in any way 
under this sub$ec:tioo to any such govemmeot. 

(b) The terms and eonclicions upon which any such foceigo government 
rc«ivcs any aid authoritcd under suboc<:tioo (a) shall be those which the 
Pn:sidcnt deems sailifactory, and the benclit to the Uoiud States may be 
payment or ~<payment i.a lcind or propc;ty, or any other clicect or iodf1<tt 
bcndit which the President deems saus{actory. 

(c) Mtcr June )0, 1943, or after the psasa&e of a coocum:nt resolution by 
<I>< two Houses bcfocc June )0, 1943, which dcda..s that the powers coo· 
larcd by or punuaot to subscetioo (a) arc oo looser ocecasacy to f"'''DDU 
<I>< dcfcosc of tbc United Scsus, odlhct the President oor the head of any 
dtpanmcot or agency shall exercise any of the powers eonfcmd by or 
ponusnt tO subscction(a);cxccpt thacunti1Julyl,l946,anyol such powen 
may be exerdscd co the extent necesu.ry co any our a coocratt or •J~ 
Dlcot with such a foreign government made befOf'C July 1, 1943, or before 
the passage of such concurrent resolution, whichever is the earlic:r. 

(d) Nothing in ws Act shall be conmued to authorize or to permit the 
mhoriurion of convoyio& vcsscls by naval vcascls of the Uoiud StatU. 

(c) Nothing in this 1w. ohall be eoosuucd ro authorir.c 0t to pamit 
~ au<horizatioo of the entry of any ADicrican vessel i.atO a eombot .... 
II violatioo ofscetioo 3 of the Neutral icy Act ofl939. 
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Section .4. ' 
' t All coattaca oc agc:cmcooa IIWic i<r· tho .U.pooitiaa ol uy .W.O.. 

article oc cldaue i.alumatioo putiii&Ot to -uoo l ollall CCDtaia 1 .._ 
by which the foceigu gu...........,t Wldatal:a tbu it will IIOt, widlooo 
tbe CODICil< ol the Presldau, triUIIfcr tide to oc pooocooioo ol JUCh clci,. 
article or defense iolor:matioo by gift, aale, oc otbcrwioc, Ot P<nlit ;., ,.. 
by anyone not an oBieer, employee, or agent ol tuch locagn ~L 

Section 5. 

{a) Tbe Seattary of Wu, the Scaaary ol the Nny, or the head d 
otbcr d~t or agcacy ol tbe G~~· imolved slull, wlleo IIIJ 
sud> defense arucle or defeaae lnlormatJoo u apoo ted, ilD!Il<diatdy w..": 
the departmeJ!t or age11ey desl~ated by tbe Pralde1lt to administa OCttioo 
6 of the Act of July 2, 1940 ~ Stat. n 4), of the quantities, than(tcr 
value, rcrms of disposition, aod destination ol the :anide and informa~ 
aoeaported. 

{b) Tbe Praide11t from time to time, bat not leaa ~uauly dwo­
.. cry ninery daya, alWl eransmlt to the Ccogtao a report ol opcradoos 
uodrr this Act except sueb informatioo as be deems iocomptrible with d>t 
public in~< to disclooc. IU:pora p<OYided for under this snbtcaioo 
sh:tll be tnosmitted to the Secretory of the Senate or tbo Clerk nl the H..,. 
o( Rcpmcmatives, u the case may be, if the Senate or the Hoose c( 
Rcpracnt'ativa, as the case may be, i1 not ia aeuioo. 

Section 6. 

{a) There is hereby authorixcd to be appropriaeod from tiJo< 10 .U.., 
out of any money io the Treasury not othenri.sc appropriated, such­
as may be neeessary 10 carry out the provisiona and acoomplisb the I""' 
poses of this Act. 

{b) All mooey aod all property which is coo vetted i.otO mcoq m.m.l 
uodct Scttioo) from ""Y go.enuncnt sball, witb the approo:tl ol the Dircc> 
tor of tbe Budget, reoett tO the respective appropriation or apprcpi><*' 
out of whic.b fuods were expeoded witb respect to tho dpeosc aniclt « 
dcfeosc inlormatioo for which such coosiclaatioo iJ reeeivcd, and lh&l1 be 
available for expeodirure for the purpooc for which such expended r..dJ 
were appropriated bylaw, duriog the 6scal year io which such luado"' 
received and tbc e111uiog fiscal ycu; bar io oo event dull aoy Nods 10 
received be available for eapeodit= after JW>e )0, 1946. 

Section 7. 

Tbe Secretary of War, the Sccteta.ry of the Na•y, and the head <A the 
deputme11r or age11ey sbalJ in all cootnca or apllle1l.- for the~~"::: 
of IllY clcfe1lsc article or defense ioformarioo fully protect tbe ngba 
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titirtn1 of the United Scaca ?fbo U'I'C jll,lllpt riJbta in aad 10 &Dy ouch 
article or information which ia badly aatbotbed to be diapoacd o( aad tbc 

poya>ell" collccted I« IO}'I'ldea oo aach pa•talllall be paid to the owacn 
;..1 holden olsuch pa-. 

Section 8. 
Tb<Scctc<arics oiWu oocl aftbc Na•y ut bcteby authoriiiCd to pur~ 

or otherwise acquire &n~~~, .mmu.nidoo, tnd iDiplc:mcnca of war produced 
within the juriadledoa ol aay eounrry to which scedon ) is applicable 
wbeoCTer the Praiclcot dcc:ma aach purebue or acquisition to be neccu;;} 
ill tbe illteresll ol the cldeme ol tbe United Scatea. 

Section 9. 
The Ptesidcot ,..,, from W..: to dme, JXODiulgace such rulea aod regula­

tions as may be neoesury and proper 10 carry out any of the provisiOJU of 
thia Aer; and he,.., eurciae any power or authority eoof=ed on him by \1 • 
this A« through such departmmt, apcy, or officer as be shall di=t. ..,. 

Section 10. 
Nothing in this Ace ahall be CDt>SttUcd to chlllJge existing law relating 

co cbe use of the land and naval forua of the Uniced Statea, except insofar 
u such usc n:latea to tbe D~anuf.u:rure, procureD~cnt, and repair of defcoae 
aniclcs, the communication of inlonnatiOD and other noocomb2u.or 
P"'J'''C' enumerated in dw Ace. 

Section 11. 
I! any P<O•isioa of thia Act or the applieatioa of such P<OVisioo to any 

circumstance tball be held invalid, the validity of the reDiainder of the 
Aa aod the applicabUlty of ouch provision co other cim>Distaoces shall 
... be aHccted thereby. 
Am.ovao, March 11, 1941. 
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Appendix II 

ACCOlJNTING FOR LEND-LEASE FUI'«>$ 
In t.he early arages ol the lend-leue proaram, emphuiJ w11 ~ 

the allocation and obligation ol fundJ appropriated by tbe eoo,.. .: 
it wu cascntial for the moocya to be mad,! avfilahlc to tbc ~ 
agenc~s and to be p>t to work by them at rbc carl.iac poooiblo 4eoc 
This bu proptcd so far, however, that tOday tbc oipi6caoc lhJoc .; 
know is not the amount ol mooey tbac baa "- allocatcd or cl>llpoj 
buc the amouot that baa "- coo .. rtcd into articles and acnicoa ..,j 
thiJ baJ "-mown in Chapter 1. ' 

L<nd·lC>JC old is now being provided from appropriatioru wlcidl .. " 
been made directly ro the Army, Nny, and MAritime Conuniuion, as...U 
at from appropriations made directly to the ~dent. It ia not lwibk 
to give a detailed accounting of the lend· leas<: ponlon of the faodo '1'1'<0' 
priated to the Army, Navy, and Maritime Commiuion, since the lead. 
lease porlioo (sec l.ctld-Lcasc Appropriations and Transfer Au<ltoriutiooo) 
io pooled wi<lt the funds appropriated to those agencies for our owa '"' 
program. However, a.o accoundn& ol the allocatioo, oblia:adoa m1 
upcnditure of funds appropriated to the ~dcnLiJ gi•cn in the lollowios 
able. 

ALLOCATIONS, OBLIGATIONS, AND EXPENDIMES 
Lend-Lease Funds Appropriat~ to the President 

[Millions of Dolton) 

Adjuotod 
Cumulative to Moy 31, 194t 

Appropriation Category App!O• 
Alloca- Obi;,.,. Eapo.dl· priations 

lions tions -
Ordnance and stores . .. . 2,026 2,003 1,48-4 m 
A ircroft ond motorial. . 2,877. 2,839 2,526 690 
Tonks and other vohida . 1,100 996 780 )a 

Wotoraolt .... .. ...... 2,<411 1,918 1 ,36<4 415 
Misc. militorv equipment . <468 <461 300 7l 

Prod. facilities in U. S .. . 1,163 1,066 883 )45 
Agr, and indus!. commod. 6,831 4,391 2;441 1,st1 
Servicing, rtpoir of ships . 513 3<48 238 111 
S.rvicu and expcnH:s ... 982 328 159 Sl 

Administrative upoma. 20 10 6 6 

Toto~ . 18,397 1<4,366 10,181 • ,ol6 
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Th< .....,..., ollcod·leuc altl that may .bc-;prooridcd Wider the variouo acu 

is Ji•ca ~low. 
LEND-LEASE APPROPRLA TIONS AND TRANSFER 

AUTHORIZATIONS 

Appropriations to the ~r~ident 
firn L<nd·Leue Approprtatton Aa .................. . 
Secood Lend-Lease Appropriation Act ....... .. ... .... . 
Thin! Lend-Lease Appropriation (Fifth Supplcmau.al) .. . 

• 
Tronsfers Authorized from Other Appropriations 
War Dcparrmcoo-Third Supplemental. . ......... .. ... . 
Wtr Dcparrmcno-Fourth Supplemental . . .. .. ..... , .. . . 
War Dcparrmcnr-Fifth Suppk:mcnral ........ .... .... . 
War DcparrJDCOr-Slxtb Supplcmenral ....... •. ...... •. 
Na•r Dcparrmenr-Nanl Appn>p. Act (Sbipa) ........ . 
Na•r Dcpattmcnr-Naval Approp. Act (Anidcs) ...... . 
Nary Dcparrmcot-Sixth Supplcmcotal . ............•.. 
Maritime CommiJSj.,_.Ftnt Supplemental ............ . 
Maritime Commissioo-Fifth Suppl. (Approp. Puuds) •.. 
Maritime Commissioq;-F'uth Suppl. (Concr. Auth.) .... . 
O.hcc Dcparuncott-Tblrd Supplcmcnral ......... . .. .. . 

$7 ,(0),000,(0) 
~.98~,000,000 
~.415,000,000 

$18,410,000,000 

$2,000,000,000 
4,000,000,000 

11,150,000,000 
2,220,000,000 
3,900,000,000 
2,~.ooo.ooo 

18,000,000 
J ,296,6~.000 
1 .~.ooo.ooo 
2,J~.ooo.ooo 

600,000,000 

$)1,8}4,6~,000 

MutMUM AMouNT or ALD THAT CAN Ba Paovmm ..••.• $~.2+4,6~.000 
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Appcnch I 

MASTER AGREEMENT WITH CHNA 

ABf«ment between tbe United ~uta or America and China 00 doo 
Principles Applying to Mutual Aid m the l'rotecutloo or the War A .... 
Aggreuioo. 

Where.u the Go............,u or the United sUtco or AIDcriea IIIII doo 
Republic or China dcdare that they "!" cogapl in a <OOpc:rati•e ...s... 
uli.iog, to~ with cv<ry other nauoo oc people or liJce aWwJ 10 <k 
cod oflayang the bucs or a juat -! eoduring world peace ~order 
uoder law to themJCI•es and all n&tlOOJ; 

Aod whereas the Governmcou or the United Stata of AIDcricallld <k 
R~blic or China, as sigoatories or the o.clantioa by United Nacioas 
or anullfl' 1, 1942, hnc sobseribed tO a com.moo program of potpooc, 
au priacapla embodied in the Joint Dcduatloo made on Aupt 14 
1941 by t&e President of the United States or America and the Pri_; 
Minincr of the United !Cingdom or Glut Britaio and Northern 1rWa.1 
known 11 the Adantic Charttt; • 

Aod whereas the Prcaidcot of the United S"ta or America Jus dttu· 
miocd, punuaot to the Act of Coopcu or March U, 1941, that tht cJo. 
feosc of the Republic of CbU.a ag&lDSt agrcu.ioo ia Yital tO the ddaaot 
of the United States of America; 

Aod wbcrcas the United Stata or America has atcodcd ...t is -
tinaiog to atcod tO the Republic of Chloa aid in resutiog aur=ioo; 

Aod whereas it is apcdicnt that the 6oal dctcrminarioo of the tmDS ...t 
cooditiOOJ up<>a which the Govcromcot of the ~btic of China ~<Una 
such llid and of the bendits tO be "'cciY<d by the Ua.ated States of Ameria io 
"'tum therefor should be dcfe....d until the extcot of the dcfcmc: aid is 
known and uot.il the prog"'ss of CYcnra makes cl.....r the 6oal terms ...t 
conditions and beac6t> w6ich will be lo the mutual inracsra of the UniiCcl 
States of America and the Republic of China and will promote the enabliab· 
mcnt &od maintenance of world peace; 

And whereas the Goveromeora of the United Scates of America aDd the 
Republic of Cb.ina are mutual.ly dcsiroua of coododiog aow a p...liloi"'!Y 
agreemcot in "'gacd ro the provisioo of de:fauc aid and in "'SaRI to C<tWO 
COOJidcratiOOJ which slull be eaken into accow>t in clettrmilluag auth aaw 
and conditions and the making of such ao .,.cement has been ill all rcaptas 

duly authorized, and all acu, cooditioos aoil formalities which 11 mar"'"' 
bccil oeccssary to perform, ful61 or execute ~oc to the makinJ ol.o.b"' 
agreement in coolormity with the lawa ctthcr of the Uoic(d Suca ol 
America or of the Repubtic of China have been pcr(ormed, fuWial "' 
executed as rcqait<d; 

The uodmigoed, being duly authorized by their rcsprctive GovCI'DIDtll11 

for that purpose, have agreed u follows: 

Artie!• I 
The Government of the United Scates of America will coocio,ue to.;: 

the Govcmmcot of the Republic or China with ollch de:fauc ~~:SL o1 
acrncca, and defense informatioo u the Prcaidcor or the u ............ 
America slull a~&thorize to be craosEcrred oc prvridcd • 

• 
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Alflcle II · 
The GoveftiJDC'lt ol ~ ol OLiDa will caadauc ra coarribute 

10 rbe d<fauc ol tbc s-e. ol America aad doe ,.....,lfhcnias 
dl<f«<{ and will ~ orddca, ta"ficco, &dlida « lafcirmadOD 
» it ... Y be ia. potidoa 10 ...... ,.. 

Article Ill 
The Government ol the ~ ol Chlaa will 001 without the <ODICIIt 

of rbe Pr<sideot oi the UoioocfStata ol America traoJfcr ddc ra, oc posseo­
oioo ol, any dckaoe aniclc « <Wauc ialormadoo tramlcrrod ra it under 
rbe Act o( March U, 1941 ol doe eoo,.- cl doe Uoitcd Stata o1 America 

111 pcr11lit the IIIC tbaeol 1>, -~ DOl aa officer, employee, or apt 
o1 tk GoVCftiJDC'lt cl doe I.Cpabllc ol Qiaa. -
Article IV 
If as a result o( the traaaler to the Govcmmeot o( the Republic o( Chlna 

of ;,r dd"cnac article or clcCcorc loiO<'IIIatioo, it become$ IIC<ICSUl)' Cor 
thll Govcmmoot tO take aar aaiOA or make IDJ' {'&ymetlt\io order CuiJy 
10 protect IllY cl the riJba cl a cititldl cl the Urutcd Stata of America 
wbo baa patent ri&bll lll .J>d ra aay aacb dclmsc article or lafonzwion, 
the Govcmmcot of the llcpublic cl Chiaa will take aucb action or make 
oiKh J>•rmcnt when rcq..ar.d co do ao by the Prcaideot of the United 
States o America. 

Article V 
The Govcmmcot ol the ll.epuhlic cl OUaa will rerum tO the United 

Statca o( America at the cod 01 the praeot cmcrpcy, u detcrmiocd by 
the J>rcaidcot oi the United Stata o£ America, aucb ddcotc articles 11'1!1$­

tm.d under this As-nt u shall aot bnc been destroyed, loot or 
comumed and u shill be detctmiocd by the Prcaidcnt to be uJdul in the 
dclcMC o( the United Statca o( America oro( the Wcatcrn Hemispbcte or 
to be otherwise o( UJC co the United Statco oi America. 

Article VI 
io the 6.aal dctcrmiaation cl the beodita tO be pro'fidcd to the United 

Sutca of America by the Govcrntacnr cl the ~lie oi Chlna Cull copi· 
untc shall be takca o( all }"OJlC1t1, acrvicco, loionnation, (acilitia, or 
o<hcc bcnc6ts or coosldcranons J>tOVided by the Government o( the Re­
public o( China aubocqucnt co March 11, 1941, and accepted or aclroow­
lolgcd by the Prcaidenr oo behalf o( the Uoited Scata o( America. 

Article VII 
io the 6.aal detcnlliaatioo cl the beodita co be prOYidcd to the United 

States o( America by the Govcrntacnr o( the cl the Republic oC China ia 
rttum Cor aid furnished aoc1cr the Ace o( Coosress oE March 11, 1941, 
the terms and condltioaa tbcrco( aball be ouch u nor to burden commerce 
btr.:ccn the rwo couatrico, bur co promote murually advan.tascous ~ 
OOIIUc rclati001 bctwecn them aad the betteriiiCDt o( world..,.•de ccoooauc 
tdu ions. To char cod, tbc;1 thall iacl_ude ~on for •srccd ICtl!"' 
by the United Stata o1 America aad the K<pablic cl Chiaa, opeo t0 puuc-
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Article VIII ' 
Thia A.sr~m<nt shall take ell"ect •• from this day's da~c. It .. 

continue •• force until a·date to be a6f00d upon by the two G.,..._,., 
Sisocd and ..,aJcd at Washiostoo in duplicate thu ~od day o1 )IIC, 

19-41. • 
For the Govcmmrot of the United Statn of Ammca: 

Coa.na.r. HO"L.L, 
Secn:tary of State of the United Stata ol Aliena. 

Foe the Go•cmmcnt of the Republic of Cbina: 
T.v. SooNO, 

Mioisu:r (or FordS" All'ain ofQloa. 
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, 

JUN 12 1942 

Dear Jlr • S.Oretu'71 

roll...U.C oar Wt lloaJ'Il -u..a CD eh1PP1alo 

llr. Jloo'Clu ot tbe 'lllar 8111ppl.JI& AAe•n•etntlCD eeat tbe 

Vlc• PNeldent a clart liftnl tbe .,.,.....U picture. !be 

Vlc• l'Ne14..,t ._. uQcl tbat I e...S 7"" tllle COIIT· 

-8· . l&~~ 
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SHIPPING CAPACITY AVAILABLE 4JO U.S. 
(TANICERS, TRANSPORTS AND AUXIL IARIES EXCLU~OI 

for Enontlol 
laport e Oftd l11por t1 
I Incl. Ltnd· Loott 
Noo· llllltorr 1too1tl 

H1POihttlool Projtotloo 
of llll ltory lttmt Eaportod 

to Other Notion• 

HJPolhttlool Proju tloo 
of u. s . llltl torr s•l pplot 

lor lltrohtot Ship 
Sorwloe 

Booed on lnlormotlon mode ovoiloblt by Wor Slllppl Admlnlatrotlon 

2.02. 
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BRITISH AIR COMMISSION 
t788 MABBACHUIRITS AVIINUK 

WABHlNr.ON. D. C. 

11th the oawplt-W ot llriU.ala Air ~nioa 

1lllo •olo" sta-t lo. 37- .lUoratt Deepa-.cl 

- tor - aded ~ 9, 1942, 
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OJ' IIJII IOU 

OOIJ'IDIII'tUL 

Dnr M.r . soerot&J')'I A\toa\lOD! Mr. R. J). Vbl\o 

l oa oao1oolac ORr eoop11a\loa tor tba wook 

oa4o4 JWlo }. 1942, aboriac 4ollar 41o'burooao.au ®t 

ot tho arl\lob ~plro aa4 J'roaob aeoouato at \ blo bank 

and the ••ao• br which \beee expend1turee were 11nance4. 

J'aHbtRllT :rouro, 

l ol L • 11. l(Jioii:O 

L. ". (DOk:l. 
V1ce prelid.ea.\. 

the Honorable BtAr7 NorltAthau, Jr., 
Seoretarr of tbe treaeur7, 
llaohlactoa, J). c. 

1Ac1oouro 

Cop:r: nt:t>-1}-42 
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TEl£ GRAH SENT 

ELP 
This tt 1 t gram must bt 
pnraphrasEd UEfOr£ bEing 
, ownunioattd t o anyon E 
othtr than a Oovtrnmt ntal 
ngcnoy. (BR) 

A •. IE,fBASSY, 

RIO D! JAAEIRO, {BRAZIL) 

1508 

J\IDE 12 , 1942, 

ThE l'rcasury suggEsts that thE 1'1nBncc 

111nisttr 1 a atttntion n~sht bE cal cd to the fact 

that t he Stabilization AgrttrJEnt of 19:•7 Expires 

July 15, 104~ . I f it shoul~ develop ~n the coursE 

of t he convtrsation t !tat thE ' inanoE •l1niot£r has 

any suggestion to make in t he mattcr the Trtasury 

woul d b e ~lad to b t adv; scd . 

Fl) :FL :B!I EO 

HULL 
(l'L) 

210 
/ 
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llr. Lino017 

llr. llio\r1oh 

• 

2U. 

1111 7"" plo ... 11114 tho followlDc .Ulo \o tho AMrloa labu17, Loa4oo, 

:Cnclal>4, •ror Cua4ollr troa tho leoro\a:q of U.. '"""""'· 
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L W a•vm 

II Ull'llll fO TOOl CAliLI JO, lltl or .11111 II, l.MI, 'Ill W.&Z U.TDRII 

S!.U'l W JUIIIIBID fD J'CILLCJIIJG H+ftMQ!, J'Ca !II UP (II AMBfSSAJIOII 

.tJ1D JlliS, WIIWII', fD lllfiOIAL llTDDI OCIIUf'lll, .tJ1D 011111 DAIUSD 

P1li!IIII 

IJ.IIIIIQ&JI W<IID .&B - ClllloUlDI) fO wou: OCI.LIC!I'BU !llaJIII' 

fAll S.UillOS CCIIIIfflll II IACII or te IUfll .tJID J.lftiiiiiiASLT 11,000 

LCC.I.L CCIIGJIIfiJI, WAR U.TIJI)8 JI!MRtQ .&B ALSO •110 mnL0nD !!!'Rt'O!!! 

a6D WIOI.\L WQIDII CIIIMnZUIOIS IJCUl])lJO '1011111118 CLU!S, l!USIIISS .tJ1D 

PROJISSIOIIAL OB».Wlr.t.'UCIII , PAftlOfiC SOCIITBI , Clli1BOII OIOOPS JJ1D U30il 

UliiON .AUXILUIIJI, 

1!'111!00011 fDU CIIAIII't.l!, fBI WCiolll'l IIIO!ICII 111 !II Ull U.TIIOS 

S'UJ'J' 181 1) lSICIUlllJO !II JIOlll'OIU .til) !II llt.!OII OJ' WAR MTIIOS, a) 

JIIPJ!.UUIJO !II DID OJ' CCIIfDIJOOS U.TIIOI .tB a) IIWCUIIIl 11- !0 

Cllf lXIr¥ DIII llllmlJO .til) BLP WII !II UL 

1!11 llfAfl .til) LOCAL WAR MTIJI)8 CCIIIIfflll IU.Tl COCIIIU.SD II 'Ill 

<WIPJ.IGI fO IIAPQUJt n J!toTliCILL MTIJI)8 PLtJI '!IIIIOWI RIC! fill IIIPLOfJIII 

OJ' LAliOR QRQ.\Ilr.t.fl<lll ADAJQI fO IU.TI UICD'IIll Slllll lSDICflll JIICII fDII 

SAWIIS 1.1.01 11:111'11 J'CJI fD I'OliCIIUI 111 'f.&Z &TIIIOI JdDI, II .. TCIIJ: 

S'V.fl, J'Ca IIAIIPLI, 1'111 WCIIII'I OIIOUPI IU.TI l)CIII All IIIPIIIIITI IDICf.flcai. 

JOB AMOliO fD M111i11ft WCIIDII .til) LtliOil OllCII Q&OOPtl II m01 WCiolll ~ 

DCIIII.I.!J, !1111' I.I.TI .U.SO UUJLUIIIII PA!JIUo U.TIIOI Nil .tlllm 'Ill 

acoL!Ill 111 1C10aL1 ~ C'Y·' IQII, 

Regraded Unclassified
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.CIIII lll'fl .i£10 COCIIIAJIID D !BI Mfl~Illl K11D11 CWII!U. 

!lii!((JGII mOll ALL 1110~111!1 ~ DC~ liD D!DfiiiD All1) AS11D !0 

l'l!OIIISI !0 lJI'fiH IJIS01J'11D AIICUllfll 11 JCDI AID 1W1N 111110UJ1JZ, 

11I!IIIii.POLII, JCR :a:&J~~U • .a. om r. 1100,000, w em r. m IIIIU&iili 

1Jt CI'!IJS DID ICIID TCIWitiiiii liD 'flllf .&C!I'fl 11 !D 1UDH cwa&lQII, 

•!Ill ICIID11 01.00!1 .lll .U.O I'LLT Ia .li JIIPCIII!U! ll<lol IIILPllli 

!HEIR STJ.!II AIID LOCALI!111 111ft !Dill 'l.a.Jl IOIIl QDM.U, CBle»> 18 

0!11 07 !Ill OI'!III '1111111 'ICJIII 'IDS IJISOlJ'Ic:.u.LT "''IDTI TO 11LL liQI:m 

'RII'r !0 lOBI 11 J0<7.!'11B, D !BIIll OIIWIIU.!IOII AIID .lll~ '!'Dill J'BlDDI, 

/lllll Ill !'Ill Ill 7Illl! !10 liCIIftll .a.! 'IC:U: • JDR!!+If .&1m IWrll -n1f S<l.ll 

1101!1 '!ll.t.l 14 IIILLICII MIJ.tM ICII!II r. liQil8 AID S!Alll'lo 

'II O!IID OI'fiill, .ll 'BLL .ll CIIC»>, ICJIII .AD IICUASllli SA.LI8 

OOTLE!S. :800'1'1111 .AD DIIO 1ft UP II Bl!.a.IL 8!0111, !IIA.!IU, IIOVll 

HWSIS, IIi ILDllli I.ODIII, IICIIPIDLI, ftC. 11 IIAif PLAOI8 IIO:BII.a Olll!l 

a:r m D!JD r.a.:a I!.UIP a.u.u cum•, lWir r. !Bill 1111:1; DD TOWI£UJIS, 

lBO IOU !'Ill O!IID II% WI D arriCII 01 IKP.t.l!'llllft S'l<IIU, .AD UU.. 

DIG S'WilS .t.!l' Mamyu Jl.t.DI, P.t.IWSI, lllli'WIIIll!8 .1J1D JI&OIIU, SCIII 

lkll l!AIIIDI 111'11 !Ill u.lo, II 11LL 'l.a.Jl I!AIIPI 1 , O!I'IIIU 'IJWl Imi'I!IJI'­

DG l.t.ll ll.t.Tmll 'P~' JW11 II!IIIIidl a!CB POCII'fl II !I'll nc.! 

10ll S!AIIJ'S .t.lll IIOIIr, 

'II l.t.YI Dl! 801!111 !0 !Dill !!Jill r. 11111"1!SRDI, Tlll 866 lll!l'lOIIAlo 

lt\II!II S ~IU.!lO. lll'fl 1'URD TJIIIIl JU!, ~ 10 IIILlolOI 

f<Jal IKLCIICl !0 Dial OIC»JJIU.!IOII. !lllf lllTI DLD DIICUIIIOI 1111!11111 

.&1m liALLIIlS, lll'fl lll'CIISOIID IWilO J'!IOCP' III All1) J'U!8, B.t.TI GJ'BI .D7I! 

ll&liCIS AJm JR.DICII P.a.Jl!I'IJI, !Df B.t.'fl J'l.t.!UDI) l.t.ll ll.t.TIIG8 II !IIIIll 

IIUIOJW. COITIII!lOU. 

Regraded Unclassified



-·· •• 
•!II QQDA

1
· ..,,,10. a. ~I CIZJJI, IJ.B ~ ••*''if • 8 

IIII.LIC., II I1'CII<aJIIe ~ ~Ia.-.1]8 ft.Diii-IIGifllt OCftlfi A1111D J:!1 

!ll!ll!QS. .will! 100 BlllDi' Cll fBI ....... UP or !W IIUIOIW. ,....._ 

tiC. 07 llJIIXDI .IJID ftOIUSI«aU. ltlllll11 CWII ll.t.'fl BILil IIJISCUL 'Q1 

SAVINGS PROOIWIII, .All) U PDCIIt or !BII QICIJP ll.t.'fl ICIII !I'JII or 'Q1 

SAVINGS.Il!I'IYI!'r U ~ 1111!%111. fBI AIIIIIC.U "IOCU!Iol or IJJinDSm 

ICIIIII I8 8POllll01liliG ~ IJJI ll.t.YII118 8!0llr JIIOI)JI.t.ll ,uao J:!1 70 !KCJDI&II) 

lll!lll!IRS, 'f'BI LIAGIII or ICJIII YO!III ll.t.l ftiPJ.Bn IH en 'QI &t. YIJD1 

WJ'LI! .All) II DISftDIJ!Dll I! !lltW8 1ft LOCAL IAt11U1 ICIM!IP!. ~ 

Pl!OftSSIOII.t.L GIOUP rat TCUIIID ICJIIII, ~ IIOIQ 1'111, ClllG IB.t.U.1' II! ~ 

JCIID BLL%111 oau. or NIIO.oco. liD t111r P~m !IW GCt.L. t111r II! ~ 

mSPArD Ol.aPISI .D.IJQ zt'IDblal or IPICUL ~C'l'IYI'I'I' II LC1C.U. 

.BIWICIIIS or U!IOIW. OlkiUIU!IOIS .lLL 0\'D !Ill Oa111'l111. OD CWB Ull8 

liO!IE!' ro!IIIIIILY IPII'l' Cll DICOIIUIOD '1'0 lm' IJJI ltiiiPI .lliD l!OIIlllf .liiO!IID 

oms ~ s'UIIP oWJ u ~ OOUJI!'r an, ~ !'JIIII) !ADS m 11011r u as -

I'UftlliG UIIII n ~ BJILllDD J'Oil) .All) lll'fl :8CIIlll IJS!IU); ~ J'<lll!ll IQ. 

I!I'I !IlDI I'IIJaiW. aunua n PLACI or JT.+n•!ll :wq;Jftl .um IPIID8 !Ill 

IIOBI' &l.'fiJ) C11 l.fJl ftAIIPI- !!III II DOlfi " 'I'll 'Dill! 7011 IIIIW1 ~, 

.1. 71Jm I'UJI!I ~ P1.1DJ1 JRrB .&II.CIID I ft !CI!I'C!III ~ 111!11 CI'fll ~ !llD I'Lt.J 

AliD OI!.IJIGU ~ l.fJl ftAIIP 70R .&DaiSICII, 

lfCIIII .lLL OQa 'f'BI OOUJII'JII' B.t.'fl BALLaD !0 !Ill I.A.& &I.YDDS I'IIOQIWI 

l!IIC.WSI I! CIVIl !1111 ~ IPJCiriO JOI !0 DO II 'f'BI 'QIJJ'Jalf, !11011 110 DO 

HOl 114'fl !!Ill !0 DO YOWIDI!l IIIII: .fJll IIILPIIO Jr CtMIJIG D<n C. BroBIIIlLD 

lll'IHDI'IIlllll .1J1D lm'IID lKJIIII .1J1D 1!A11P8 00! or Dill! en lllUIIIIIOLD llllmftl, 1 

b 111.U.L • OI.+.D to AJ81D Dr CJIU'l' ICIII IBlCII liAT ,»>f • OOliTIJI) n 

fBI .uou ... - t. 

, Regraded Unclassified



TEI£ GRl.ll SEN'l' 

JO PL'.IN 

June 12, 1942 

i.MEMB:.ssy, 

I.ONDON1 (ENGU.ND) . 

269:11 twclt'th 

FOR CASADllY FROM THE SECRETARY OP THE TREJ,StJRY0 

In answer t o your ooblt no. :1149 or JUne 51 

1942, tht Wor Savings atoff hoa furniahtd the 

f ollowing statemEnt, for the uaE of Ambaaaador 

and M»so Winant , the Notional Sovinga Commltttt, 

and othEr interEstEd PnrtlES I 

"Amtrloon womEn orE bEing orgnniud to work 

oolltotlv£ly through War Savings Commlttcts ln 

Enoh of thE 48 Stotts and opproxi=ottly 51 000 

loool oommun1t1ts 0 Hor Savings programs orE a lso 

being devElopEd through 245 notional womt n ' a or­

gpnizotiona including womEn ' s oluba, bua1ncas nnd 

profcasionol organizati ons, potriotio sooictiEa1 

chuoh groupe and labor union auxiliariEao 

11Througll thEsE ohanntla, the womEn ' a stot1on 

215 

of the War Savings St off ia l 1) describing thE purposEs 

and the naturE of wnr aov1nga1 2) rmpbnaizing t he nEEd 

of oontinuoua savings and :1) tduontlng womEn 

to out down thEir 

, 

spEnding nnd hElp 

win 

Regraded Unclassified
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-2- 2693, tne l fth To LonC:.on, ( Zn~lnnd) 

llin thE IIOr , 

"ThE state ond locc.l I'J<lr a:IVincs oor.1TJ1ttees 

h:t\"e cooperated in the cCl&lpnicn t o incusurcte pay­

roll s:wincs pl~.ns tllrouch 11hich the crJployE£s of 

l~rcc orc:~ni~:~ tions crrongc to hove specified sums 

deCuctcd froc their salaries tech nonth tor the pur­

e .l:.cc ot tJcr s::viDG& bonds, In Ntn Yorlr St:.tc, 

tor c:-.c.uplt , the non en 1 a c roupa hcvc <lone o.n iopres­

aivc cducctional job ::.mons the :;:u•r.1ent "orlrcrs cnd 

l abor union croups in uhich 110C'.Ien Pl'tdopincte , 

They have also cot::.l>lio:te<l payroll sc.vi:ncs plans 

~r.tonc t:u fcculti co of achoolo and collc::;ea. 

" '.lcmttn hove clso cooptrntec1 in the n:~tion-nidc 

plcc1ce car.Jp::icn thro~h t~hich nll recipunts of in­

C<Dto ucrc intcrvirucd end ~okcd t o promise to in­

vest specified cnounto 1n bonds end atnnpo rcgulcr­

ly. l~innccpolia , for c=plc , n city of 500, 000, n:. s 

one of the hundrtda of citita uhc rc IICD<n volun­

teers ncrc very cctivc in the pledge oa:~pc.icn . 

11Th[ \J otltn 1 s 3roupo arc also plOY:Ln5 c. iclpor­

t r.nt role helpinG t he i r s :>tes :mel looa llti cc meet 

their '.tt' r Bond .,u, t;:o , Chl.c~.:;o io one of the cl.ti to 

·.:;\Ere ll.::clen ucrt spccificcll;- trained to otll 'bonds 

r.11d ot~nps . 1.ft cr c.ttrnd;w.:: clr.aseG e.ncl tal'in!l 

t XCLiinc t1ons , 

Regraded Unclassified



-3- 2693, tnrlfth To Lor. don , ( En:;l.snd) 

cxcn in:.tiono, they r•cnt to 11o:rlt in booth, in their 

orl)~.nizations c.ncl auonc their i'ricndo, :::nd 111 their 

firat . tlto l:!onths at r•orlt--I•'cbrunry and hiarch--th•y 

sold r•ore than 14 r.o~llion doll::rs l'lorth ot bonds end 

"In other cities, as nell l'S Chic:::;o , .,.ooen 

art L,crecoinz sclcs outlets , Boothe ere be~s 

s:t ur ...n r<:tcil storez , t!l~:.trco , ~.oyic b~uocs , 

bulldinc lobbico , hos?itals, etc . In o::n7 pl~~ea 

r;obil£ unlts or trcinccl llt'r ot:~r:t' a::: lc.s :.;irlo 

1 .• any or then ueclr-end voluntccrc , nh" nor!: the otl><r 

six cl:::yo in offices or dcp::rtr.:znt otorco , ::r:: o<ll­

inr; otaups at b:-.scbc.ll pr.r!:s , !'arodts, rcstaurcnts 

:.nu bea ci•ta . :,,-.,. ·.,~cr b::clcco nith the l :::btl , 

1 I sell 11t:r otc.r.psl , othe:•s necr idelttify~ \>rr 

s:::vinco lpin:::f orcsl ;:::::de ni th huce j,X\ tch pickets 

in the front for stoops =~,d t1.nc:; . 

"In Tlcjs best suited to thcir ty:>ca cr u ccber­

s:tipa , the 245 nc. tional r1or.1cn 1 s orgc.niza tions llz:vE 

'l:::yacl their p::\rt . J\pprox1t1atrly 10 r.11ll1on r10r~cn 

btlon(. t.:> thcoc org:~niz".ti::no . Thcy h::vc held dio­

cuosion outinGs cnd rallies, have oponsol•td r ;o.clio 

pro:;l'c.tlO end plnys , l>.:.Vt :;lvtn bEnefit danCED nnd 

br•<l::;r p::.rties . ThEY ll.~ve i'tc turtc! \1:.::' s ;>VinGs in 

thtir 

Regraded Unclassified
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- 1- 2693, tnclfth To London, ( Encland ) 

their nct1onal conventions , 

"The GenENt l Federot~on of \'lotttn 1 a C21ubo , with 

11 ncubtr3hip cf 2 ttillion , is sponoorinc a nation- wide 

plc"-'.;c -sl~inG contest :-.oonc; its J:tccbtro . 1\ltloot 

100 percent of the ornbtrship or the liational 

l"cdcra tion of Bus inc ss :ond Profc ssion:ol :toe en 1 s 

Clu~o have held sptci:ol v:or s:ovinca proe;r:oos , ::nd 

42 percent or this group h:ovt 40tl[ typw of ""r 

oavincs activity :ot each ncctin~ . The Accriccn 

Aosoc1~ tion of University l.Jor:cn i a aponot'rine; :: w::r 

savin::;o study procr::m arJonc ita 70 thous::ncl ttct:l:>tr3 . 

~·he Lt ::cue of \loracn Voters has prepared its o11n 

l"lcr s~. v1ngo le:~fltt r.nd is distributing it through 

it !I 100.~1 lt~£>UC DE!.lbtrs , :. })r OfESOiOnal (;rOUp 

tor youn~cr tlat:ttn , Bet:: SiVJ& ?hi, or1c1n::lly act " 

bond sellinG ~oal of Jl!SO, OOO, :11un tbcy pcoscd 

this coal, the:; set a nc11 fizure of one cillion 

tlollc:ro , 

:ncwapaptr clippincs brin:; evidcnoc of opccial 

activity in l ocal branchco or notioncl orscniza­

tions a ll ever the coW'Itry. One club uoco ctoncy 

fortttrly opent on decorotion s to buy 11ar str.ttpo 

~nd bondo; :>nether opens n stcrJp club at :: cou.-, t r 

f air; 

. . 

Regraded Unclassified
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- 5· 2693, t \7 Elfth To London, (:ncland) 

t dr; a third t ckEa tht tloncy i t hc.o bun puttinG 

c.aidc ill c. building fund cmd buys bonds inattod; 

c. tourth substitutEs int'oroo.l aupptro in pl c.ct or 

el~oor::tc bMquEts ond s;>tnds thE r.1oncy o~vtd on 

r1c.r stc.ops--this is lmovm c.s thE •diet for dtt'mst' 

,rojtct, a fifth st::rts o pled!;£ drivE aoonc ita 

..:t:.~crs; o c.uth gi vc o :: b••icf ;>L:.y ~.nd ch::rcu 

:. \.'c.r ot::up for :-.cl:oission. 

219 

"'.lor.~En ell ovEr t hE country h. vc rcllicd to thE 

job to do in thE \?ar effort. T:1ooc l'lho do not hcvt 

til.IE to do voluntEEr r1ork arE htl pin(J by cutting 

do\ln <10 housEhold E;c:>tndJ.tut•t s c.nd buyinc bonds end 

st~•P• out of thEir o·.m housEhold bud:;rts . " 

1./t oh::ll :,r ::;lr.d to Mauer c.ny qutstions "llich 

tll!y not bt covErEd in t:1: o.bovE ot::trocnt . 

FI>: Fl .Di. 

HULL 
(PL) 

Regraded Unclassified
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DI8AL IISIIB Mill 
01' IIWl'OIIl 

l'hoal .&eft\ of the Ulll\<14 ...... 

220 

JUillt 12, 1942. 

I 1 I' I .UtoUOIII 111', l'ralllt Dietrloh 

hr.....,\ to llllh'llctlollo collta11014 lll 70ill' '"1ocr--

4aw4 J11U 11, 19'12, ""• ao :!'local e&"tllt ot ~. 1ho1ta4 &tatoo, 

llan 41opat=-4 tlla :l'olloviq oaUo to tho •u~t o:l' bcJond, 

l.oll4olll 

lo, 198~2 
111ont We llan ol'l41 te4 Bh JrltAilll1o 
lla,loot:r' 1 Qo,....,...,.t Ourr.,.t M>oo1111t G 
to4aJ t500 11:r or41r o:l' Ulll\14 ltatoo 
fl'I&IU27 tlhloh ploaM pq to Cbaao 1 .. 
Uooal JaU: ~rlclle;r Squal'l Loll4o11 :!'or 
AOOO'IIIlt o:l' Laren W Ca.oa4q itpeolal 
J.aolotallt to tho .Aa'oaooa44r .AaerlOAII 
• ....,.., Loll4on1, 

We llan totq 41'bU.o4 t11a accoWit oil OW' 'booltl •UUI4 

111orotar;r ot t11a tre_,...llpeolal M>oo'llll\1 .500.00 J'lpft-tlllC 

tho -• of \!Uo trueter all4 •2.o4 ropnoontlllC tho coot ot ov 

!be lloaora'blo, 
!loo ll_..tar:r of t.bl fl'IAIU2'7, 
W .. lJIC\oll, D, 0, 

, ... 

( S1,..e4) B, L, 8&1lfor4, 

a. z.. llntor4, 
~r, l'o1'11cll Jllpar-t. 

• 
Regraded Unclassified
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sm JUII) 

110. !7, 172 

W!ISII :DIBASST 

'tlS!IIO'lOI, D, C, 

rouov~ the Tarioua 00-llh 1dlicll I ban ..... 

70U 4111'~ tho pu~ fW IIOJl\110 OJl the oftie ... 7 Of the fl'eol~ 

M&OOU'OO in Jc.Un .Ponca. I nov 0Jlo1ooo a cow ot -., let\or 

D , 171 ot \o4q1 o 4&\0 ~o llr, l'Ohlo, 

llr, 1'1'allk Dio\rich, 
tr, S, froaa011J7 ~nt, 
St&biliO&tion ottico, J.oo• 2'/9, 
llub~ ... 1),0. 

Touro oincol'el.T, 

(S&<i) 1., V, Palin 

221 
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sm: lWID 

on. 111 

.Dear llr. Pablo, 

ror tbe perooual a\\oliUon of 
llr, Pel:llo 

222 

.Utlloll4b 7011. ha,.. 110 doubt reco1,..4 reporto !rca till u.s. Xillioll, 1 
thialc you. 1110&1 be 1ntereoto4 to oM 10M r...n:o udo by tllo BriUih IAcaUoll 
in llexico Oit7 ell tbo o!t1CAC7 of tl:lo trouiliC Mall!.l'lo ill that ccUlltrr. 
b7 oollfil'll >eat baa, of COUl'ao, lOJIC boon lr:DoWII or ouopocto4 to bo Ill 
e:rtftllllT l!.lloatio!actorr otato ot athiro, aa4 &1\110114\11 written Jv,at after 
Held co' o docl#otion ot war -turallT 4o DOt hb ill to &eCOUllt &117 t16t>teD- '\; 
1J1C up of OOlltrol wh1cl:l - a1.roa4T b-.. bolll ..U or be ill cout~~~ploUon. 

Ol1r IApt1on oqa that the MalllJ'tlo adopted b7 tl:le lluicaA Oonrl11041lt 
ban l:la4 coaparathwlT little ottoct oll tho flUaAc1&1 operation ot .&.xio 
~~at1oualo. lll tho t1rat place thooo .. ..,...., lll>PlT oll17 to peroolll ot .&.xio 
nat1oual1ty, ot '111011 there are but tow 'lbo han tailed to acquire lle:xiciiD 
c1Uuolh1p 4u.rlJlc tbo laat tev 111ar•. J. oono141rable -ber ot tbea vitb­
drov bal&llcoo froa tllo blllllao ill aot1c1pat10ll of tbo reotr1ct1ollo. ~"1\11 
pooo1bl7 o. few 11.111llportaot e:~:Ceptiono, all J.:xio co...,.roial illteraoh W'l 
V11otod ill ccii!Paoieo IJl4 1.ut1tu.t1o111 1llcorporato4 Ulldtr llexicao l"" 'IlioN 
opuatiollo art Ullaffecto4. 

J.ll tllo baolo:o, v1 til tho e:ruptioll of tbo br1110l:l of tbo !Jat1oual Cit7 
Baalc of 11ew Tork (au4 prt-bl7 &leo tbt Bauco Oo....,ioo), are lll:xicall 
1llot1tut1c111 lll4 be.,. lhon little illcliuaUon to far t c oboe"" tlla 
Prccl a1ae4 au4 Statutor.r Liata. 

IJiuaoeial' illtlueuco l:lao ill - calli bM.n au.ccaootu.l ill cull1!71JIC 
tbe tfftc\o of till t.. J. C&M 1a lr:Doldl of a 01 ...... lbOII lWoU bad bolD 
freuD l:laYiJIC bolD able to &rrAD£'1 to ha.,. l:lia ow lll:xiciiD 1101l1Dte appo1llto4 
to ~ bio bu.oilleea &114 to aab bio troaac fucda aYeilel>lt lor that 
purpooa , &ll4 1u plllral 1t eo••• that J.ait uaUouala haft belli able to 
Cil'CUIIT&llt tho o:ldatU& reotrlotioco with COIIP&raU,..lT lUtlo trouble. 

J.aio ll&t1oll&lo are alrea4.T Olllo:illC to fortttall tbe Upte.r oolltrcl 
llh10l:l 1o u;pecte4 ao a reouU or lll:dcolo doclorauoc ot war. 'llluo it 1o 
reporta4 that 41poo1toro 1u tllo :&auco Oo-1oo l:la.,. v1th4r""" fUD41 1114 
10111 of tbo b1wr 00-rcl.al houoo• vitll J.aio interooh ora oa\\1JIC "1' 
otllor aotablilhaollto beb1ll4 a tlll&do ot lle:ldcac oWillrlhip, 

Mr, J . v. Plhlo, 
u. B. !rtalllr,r Deporta111t, 
l'oreip lUllda Control, 
1610 Park: lolll, 
Walh1J1Cton, D.c. 

, 

Tourt a1cceral7, 
(Sed} 11. V. Palill 

Regraded Unclassified



• • Tl-eaeury Depart .. ~\ 223 
D1v1e1on of Monetary Rttoarch 

0 Date. __ !ll!M .. 11 ... ---lg 1.2 

! o: lliss Cb&w.ee7 

rrc.: llr. Souths rd 

Thi.e need not be brousht to 

the Secretar,y'a attention. 

Regraded Unclassified



IIG&liD 

_, ~ ~ .......... lldU.lalll 

lAIII ... J.t, 1941, J .... 
••• 1611 

.,. ~ .. 
224 

.. IIIW1 leMn1 at J,aMl eMaiMt ftlli•Na iat-­
MU. a:t.& ..,_ t.u..s.. l&Mat 

,.. .u. ., ..u .... ,.;;,. •• .• -..u tin.. - . 
111111 .... fll IIIF Ia ..,_ wnslr fll tsuw ·-.Ule 'r 
\MIUII:fll,.._.ntl ,,_, =fM ''A 
.&u lull te ..._. e1•'= ..,_ Mle fll tM _.w l. i'wl pJ - .... e&-.w s. ...._ te ,., ,_ • 1 w _.. 'r ..-,. •. 

n-11=· ....... ~ et .... ... •• Sa -~.., 
U ,., •• fll Ill 111 wMa ..,_ ..... PI .Wp ... "-U MaYT 
l*M"'"Ie 

Mwrf'll M Me ... ,. alrele• Sa llual, diM ....... 
JIMat, tewt• ... alaNt ~ Milll uat M ftgnu 
Mia c•...,...• Sa --~ ..._,... ,..JtHA~ a .,..ult .... ..... .. _.__ Sa .... 1 ... Ml'atUitM 
alft .., .... u. .......,... "· 

~J! ..,_ J.eptltaa tllat tM ,..... tl&ia ~• 

:t:..~11i1.::.-::-.tt =.:-:::c::. ~~sru ·.:::. 
., ..,_ ra a _, suuauaw .. - atsd 'r ., ••' au·" 
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uu.. 
2. !!!LITAJ!X 

• 

OOP! 10. -l..3.. 
IIRlTUIII ar -(U.S. IIICRZr) 

.Lim· loth. OUr arm011roc! !oreoo enpp<l oneoor t.anka noar HA!liii.T and 

mooktd out 1bc t.o.:nke , ono 83 D gun ,and 10 aeohon1oal transport. Wo loat 13 tan1ce 

ftc. anti-tank tire. 

BIR HJ..KEIM • Att.or a heavy air attaelc and art1Ut~ry tire, the one:QO 

et.t.acktd and perntt.rat.ed the Northern defences but by t.ho eY.nin& the .u.uat.ion ;.,. 

I.DIIand. 

lOU>/lltll. Tho !'reo Freocll oore ritMrun dw"1nc tile o.1ct>~ and by 

0800/Utll, 2,000 ..., .. ,.. cloor ot tile ~lt.lon hartn& !""''>~ tllol.r ..., ... ~. lo 

later ntw~ 11 avallablt. 

). At~ OPERATIO!!S 

W!STET!K fi!ONT. lith, About llO Spittiroa cerried out otfenslvo opon­

t1ons but met very Uttlo opposition. 2 focke WUlta 190 wor• dAIDO.&ocl· One JU 88 waa 

Ghot.. down ott tho HUMBER, 

llt.h/1.2th. 91 a1rcra.tt were aont out eoa llinina. tour art al.ealns. 

ltllllA· 9tl1/l0t.h. our drcrat~ droppocl o\ll)pllol w ~llo prrloon ot 

SIR HAJ;Lill and on t.hl tolloolng day attackocl ooeoor p> ~1U..,. lind 4eol.r07ocl or 

<loaacoc! •boll~ 80 -hanlcal tranaporl. D>eoor air act1rlt7 ltlcreaaacl and a beorll7 

eaeort.ed dh'o bo.;blnc att.eek waa drinn ott. 2 ~ ai.rcn/1. .. ,. dANt.royed. J 

prchabl.)o d01\J"c7acl an4 6 "-gael. ) o! our ~t.ero aro 14aoln& bu~ 2 pllota are 

&J!!:U. 9tl1/loth and lOtll/llt.h. Wellln&WOI bcoobod aorocl.--o. 

!lAbiA· On lOth Md 11th !<Art' one-.t ti&bteNI were shot clown. anotbo-r 

ftghtor duoaod. and o. nicht raidor d .. troyocl. Ono Spitfire 11 mhtin&· 

lUI.l· lOtll/llth. TARANTO lbrbour apin attaokacl by 7 WolliA&tooo, ono 

larco tire roport.ld. 

4. ' lbfiJIESE AIR lpBCB -A number ot Nlporta rocoi•od rroa a Ch.lnoao .ow-co npoat. • ~t 

ot Japw01a Al"ll)" Air Unlta Nort.~Jn.Jdo r;osultln& r..,. .ritMra.U. ot abou~ 250 al.r­

cro.tt tna llURII.I, SWI (~oibl¥), 11&1.1.!1, Dl!lO CHDIA an4 SOIIU>om and Coo~ CI!IIIA. 

U t.M•• ropol'1.e are corroct., tho d.lapooiUcn ot ~ J'•Jil'.M•• Alr ro·rc• out.alda tbO 

S.W. Pac1t1o .,... • hen u.. _.,,_t 1e e«~plow4 rill be - JAP/.J and IWICHU1IIA 1014, 

lncludln& )2.4 N .. al drcrofi; Nort.h, c ... tral an4 Souti>Om CHINA an4 PORIIOSA 200; 

BURMA, SIAII an4 l!lOO CHIJIA 200. Total 1nolud1A& )24 NAval alro"'tt 1.414. Regraded Unclassified



TREASURY DEPARTMENT 

INTmt OPI'IC. COMMUNICAT10N 
I 

leoretarr Morgenthau 

Mr . lamarok 

DAft June 12,19112 

Ot Poeeible Intereet: lome Inetenoea or Japaneae 
Payoholop 

(The following stories are not iaportant, but rou 
mlght find them aomewhat amus ing. Theaa oome tram the 
British Mlniatrr or Information, Par 'Eastern Intelligence 
Report). 

1. On Mar 27, Ono, the Rome correspondent ot the 
newspaper Nichi Michl, complained to his editor that 
the correApondant ot AaAhi had stolen a march on him. 
All the Japaneae correApondents in Rome agreed not to 
cable i nterviewe with the returned Axle diplomate but 
•Aeehi alone waa mean enough to cable i n defiance or t hie 
undertaking .•. I apologize deeply that even in the matter 
ot prom1ae breaking I was got the better ot by Asah1. • 

2· The new governor ot lorea, loiao, bAe announced 
that a •tair and just rrster nsl spirit • would be hie II'Uid­
ing principle in administering l orea. It is recalled 
that Baron 8a1to, a previous governor, deol~ed that 
•toward• loreene, their new brothere, Jepaneae must alwsra 
show pure sincerity, 1ntin1te love, boundleae eyspatby", 
but loreens continued to be thrashed end tortured. 
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l'h1lll _.. 'it RIIIIICATIDN 

leorehl'J llorpntbau 

llr. luaroll: 

Ot Poteible Intere1t1 Publioation ot the Aaerioan 
etoret wbiob .. de p011ible our l'laent naYal Yiotor1e1 . 

1. fbe Japanne pi'ObablJ ban learned bow the Alltl'ioan 
NaYJ teoured tbe intol'aation wblob aade poetible the Yiotol'iee 
or tbe Corel. Sea and ll1dwq. fbe Washington Tl:fa-Reffid laet 
SundaJ printed a atol'J bated on a leak troa laY~ Int~igenoe 
wbiob ~aYe tbe IIOI'It awq • 

• 
2· Aooor41ng to ll1lital'J IntelliR~noe, oul' laYJ bad 

•oraoked ' tbe Japan••• radio oo4e and bJ intel'otpting tbe 
Japaneae NaYJ'• radio aeteaget. wta able to obtain a oltal' 
plotul'l or what the Japaneat intended. Oul' NaYJ tl'1ad to 
COVAl' th11 up, of OpUI'II, bJ etat1ng that OUl' knowledge 
that the Japaneee were going to atteok wae baeed on lnox'• 
and Stiaeoh 'e knowledge ot Japan••• p"ohologJ and on the 
reaul ta or •ub .. r1ne and ail' reooMahtanot. rroa the 'llu.­
Herald etOI'J, tbe Japanne tbould be able to 1nfel' wbatriiflJ 
happened, ae no ll:nowle4ge or ptJObologJ and no l'eaeonable 
reoonna1eeanoe could g1YI tbe oltal' and aooul'ate p1otul'l we 
had or Japan••• naYal ttl'lngtb. A• a l'ltult ot tbe etoi'J, 
tbe Japan••• .., Ob&nge their radio oo4e and obttl'YI atr1oter 
radio a1lenoe 1n tba future. 

(It h poaa1ble tbat tbe Japan18e .., not ban been 1n­
roraed ot tbe atOl'J, but w1 tb tba J1nn1ab, lpan1tb, and 
Argentine labatt11t tt111 1n Watb1ngton, 1t 1t toarotlJ 
llkelJ). 

3· fhe pertinent extract• troa the f1118·Btra1d ttol'J 
follow (the ooaplete ol1pp1ng 11 appended)! 

'The etrengtb ot tbe Japan••• with wb1oh the 
Aaerioan NaYJ h battling toanbel'l Wl8t of 
ll1dwf1 Itland 1n what it bel1end to ba the 
greatett naTal battle or tba war wa• well known 
in Aan1oan naTal o1rol18, reliable toul'on in 
tbe laYal Intell1genoe d1toloae4 here tonight. 
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•The NaYY learned or the gathering or the powertul 
Japanese unite eoon after they put forth rroa their 
baeea, it wae eaid. Although their purpoee wa1 not 
epeoitioally known at that t1ae, the information 1n 
the hand• of the NaYy Departaent waa 10 det1nite 
t hat a feint at some American bale, to be accompanied 
by a eerioua errort to inYade and occupy another 
baee wae predicted. 

•It wae known that the Japaneee tleet •.• wae broken 
into three sections -- tirat, a atriktng force; 
next a 11\lpport toroe, nnd finally an occupation 
fleet. 

•Well-lnfol'lled ee it wae, t he lle•y ••• on the alert 
fOr the first moYeaente Of thie foroe. When it turned 
eastward lnto the Paoif1o troa the Yio1nity on the 
Ohiaima or rurile leland ohe1n all A8er1oan outpoete 
were warned. 1 

4, The N&YJ ie making an intenei•e inveetigetion to 
locate the man in Naval Intelligence who dieolosed th1a informa­
tion. 

In the meantime, the Na•y ie tightening ita control over 
1te information internally. 

5· Ae a by-product of the NeYY'• increased aeoreoy, the 
Army hae been cut ot t trom naval into.,..uon again. It wUl 
be remembered that the BaYJ would giYe eoaroely any lntoraa­
t i on to the Army tor months after Pearl Harbor. Recently, 
howenr, the llaYy relaxed and, •• you undoubtedly have noticed, 
we have been profiting thereby. 
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Tl aeo-Kerald, June 7, 19~2 

u. s. NavY Knew 
In Advaoce All 
About Jap Aeet 

GuetMd There Would 
Be Feint at One BoN, 
Real Attack at An,oll••• • 

229 

( 

Regraded Unclassified



,.. 11, 1NI 

Dear florelloa 

I ban J•t - MM to llulliJII\oa 
after a f• ~ Ull lllwo lloo.N ....... M 
acoo•h of ,.., wel- to \M wu ba .. a 
oa llow'•7• 

I ab..U lib 1• to ._ ._ -~~ 
r app,..lato .u U.t , .. •w, ..t ~ 
La ap.aklll& at Clv Ball ... ot Wl.­
Sqaare GerLa \•t \a laeliiK wlllllll to t.n 
... York apoW. a- f• OW -.1-. 

I tMl tlaet U..10 •a ....... "''1 
blt of boMr U..t o..U lie ,.u u-, ... 
I .. IIIPO \bat tile ......... ..u, -
llollda: pn a roal \ooot to tllo •r •rlrlt 
la thl• .... tr,r. 

(ltc-l) ._, 

l!oa. n-u. •• Laa.Nia, 
IIJor of ._ Tort, 
:~ .. Torlt0 1. T. 

FK/ogk 
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Edward 
Foley: 

IDlJr: 

r: 

!!J.lJr: 

F: 

HY.Jr: 

F: 

!!J.lJr: 

!': 

~:Jr: 

!': 

HMJr: 

F: 

ICIJr: 

!': 

!!KJr: 

F: 

Hl~Jr: 

F: 

IDlJr: 

!': 

Hello. 

Ed. 

Yea, Mr. Secretary. 

Are you with people? 

J~~ne 13, 19~2 
12: 36 p.a. 

No , I stepped out into a vacant room. 

W•ll · .... 

~think the-line'a clear. 

Well, anyway, you know who I tried to get tor 
aupper last night? 

Yeah. 

And oouldn 1 t. 

Oh, I didn't know you couldn't. 

I~ ell , I saw hlm thia morning. 

I aee. 

And I just wanted to tell you •.... 

Yeah • 

••... that there' s absolutely no doubt 1n hie mlnd. 
He baan' t changed one i ota. 

Well , that's good. 

And eo ..... 

That's good. 

Hello. 

We've Juat atarted t o t alk over here. I bad a 
hard time making thia appointment, but I kept 

231 
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HMJr: 

F: 

!!MJr: 

F: 

!!MJr: 

P: 

ID!Jr: 

F: 

Hl<Jr: 

F: 

!!l!Jr: 

?: 

HY.Jr: 

P: 

HMJr: 

!": 

, 

- 2-

attar hia, and tinallJ he had to aea me, and we 're 
Just beginning to talk nov; aa& he ' a beginning to 
talk abou t ~eoreating the whorl deal, and I'm saying, 
•eut those things have all been deoidsd, 1 ••••• 

That ' e ,right. 

.•.•. and all I ' m trying to do ia give effect to the 
deolalone that Sam Rosenman baa msde after consul­
tation with the President. 

Three times. 

And I- 1DJ banda are tied. I can't aay that we'd 
rather have this or we ' d rather have that. 

Yeah. 

Those things bave all been decided tor us, and all 
we're doing here ie drafting a document to give 
e!teot to those decisiona. 

Do you want me to ear anrthing to Oaoar? 

Oh, I don't think that'• neoeaa&rJ. 
you called me here, beoauae be took 
end I steeped out of the room. 

He know a t h!l t 
the oall tlrst, 

Well, I mean, does he know that the President's 
decided this thing? 

'~ell, I've told him, llr. Secretary. 

Well , I'd Just ae lief tell h1lll ayeel!. 
I don't aee, with the exception or their 
whether the Order 1a well drawn or b&dl7 

That' a right. 

1Nhat? 

I oean that 
eaylng 
drawn ...•. 

It aeema to me ' that that's thair only !unction, 
rorm or legality. 

Well, I'd love to tell that to Oacar. 

Well, do you vent me to tranefer you? 
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HJUr: 
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Yeah, I'~ l i ke t o ta l k to hi•. 

All r i ght. Okay. 

Hello. 

Oaoar Oox? 

No. ,They're transferring the oall, Mr. Secretary. 
They re put t ing l t through nov. 

Hello. 

Go ahead. 

!IHJr: Hello. 

Oo~rator: Secretary Morgentbau? 

~!Jr: Speaking. 

Operator: Mr. Cox. 

HMJr: Thank you. 

Oeoar 
Cox: Hello. 

BMJr: 

C: 

HY.Jr: 

C: 

lw.Jr: 

C: 

HMJr: 

C: 

, 

Hello. Oaosr? 

~ ee , Mr . Secretary. 

How are you? 

Fine. 

Oacar, do you want to give me an oo1n1on ae to 
Juet whet tbe funot1ona ot the Attorney General's 
Oft1ce 1e on Executive Orderet 

Yeah. I f I could, I would. 

Well I'm eer1oua. I mean, beyond going i nto t he 
quea~1on whetper they're oroperly drawn, does it 
extend beyond t hat? 
Welr." I t hink t he A. G. thought 1t di d 1n th1e 
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HMJr: 

C: 

!IJIJr: 

C: 

!llo!Jr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

i!Y.Jr: 

C: 

RMJr: 

C: 

RMJr: 
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oaee, because ~t hie pr ior talke with the President 
on it; and my only tunotion i n the thing ie to try 
to cool hi m down eo that he won' t go talk to the 
bose about i t and get an or der that's agreeable to 
the Treaaury and to the APO. 

Well ••••• 

I think it ought to be worked out that way. 

Well, I Just- just ao there'• no queetion, Judge 
Rosenman has talked three timee now with the 
Preeidt nt. 

Yeah. 

So he 1 e got it str aight wbat the Preeident wants. 

'II' ell, that would ba one ot the thinge that I would 
convey to the A· G. and therefore he ought not to 
get outs i de the legal thing on the thing. 

Well , that's what I think, and I feel very strongly 
about it. 

Yeah. 

Now, the point is th1e, ao that you Just get it 
right trom the horse's mouth: The President told 
me three timee what he considered our function 
ehould be •. . .• 

Yeah • 

••..• and vhat he wanted alien ·enemr- underline 
enemy - prooerty custodian to do. 

Yeah. 

Then out came t his order, which we never had a 
ohanoe to see, and 1t was not what the President 
wa nted. 

Yeah. 
And when the President val aeked by Judge Rosenmen 
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!IMJr: 

C: 

!IMJr : 

C: 

I!KJr: 

' · ~ . 

HMJr: 

C: 

i!J.!Jr: 

C: 

!OIJr: 

C: 

~Jr: 

C: 

!IMJr: 
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What he did vant, he agaln reiterated exactly vhat 
my poaltlon baa been conels tently. 

Rlght. 

And based on that, the Judge asked that an Order 
be dravn to comply wlth the Prealdent'e orders. 

Rlght. 

Now, beside everything alee in my ottioe, the 
Attorney General had an agreement wlth Foley and 
Cr owley and myeelt, gave oaetor'• word, and never 
keQt it. 

Xeah. 

Nov, I Juat want to - I Juet want t o know why does 
the Attorney General want to get in beyond, ie 
thie a correctly, legally-drawn paper. 

Xeah. 

And it hie position is otherwi se, I'm really-
I'm going to begin to get angry. · 

Wel l, I think you probably should. What I'm going 
t o try to do is convince hill that he ehouldn' t ... . . 

'~ ell, the Judge has been to him three timee ...•. 

Xeah . 

..••. ae a- what ehall - aa an arbitrator. 

Yeah. 
And it ian' t that we're &eking t or aometh1ng d1t­
terent. Yhat I've been trying to get ie what I " 
knew the Preai dent wanted. 

Right. 

I haven ' t _ and the Judge hal bee~ to him three 
different timee , and eaoh tlme he e told thlm 
exaotly the aame thing, 111 poei tion, which 
uintain. 

Regraded Unclassified



C: 

HMJr: 

C: 
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Well, what actuallJ happened on tbia thing waa 
that APC'e man came to aee the A. 0. about the 
thing yesterday, a9parently beoauae be wasn't 
satisfied with the thing and apparently wanted 
eome help in terae or Francie' talking with the 
Prea1dent about it. Now, that's outside the 
legal thing, except that he oan eay that legally 
tbia oan be done in six different waye. Now, my 
own strong feeling is tha\ Yranoia ought to keeo 
out of that in terms or talking with the President 
about eomething that'• been ba1bad and re-hashed 
eo many times; and my on11 function in the thing 
ie to get enough or the tact• a1 to what Sam did 
and eo forth and what the forme are to Just eay 
to hl• now, •I think the thing ought to go along 
either thia wa7 or some other W&J." 

Yell, let me - why le Biddle - WhY does Biddle 
!eel eo vlolentl7 on thia7 

'itll, I think the· only reason be teele that way 
about it ie that because or the orior talks be 
had with the President on the APC thing, and •.... 

Well. •••• 

•. ... he thinks that that Just teirly cbanges the 
picture or going ahead with the Order as it'e 
been worked out, or substantially that way; and 
I think he's got a Job or cooling Crowley and his 
boya down and also not talkin& to the bose himself 
about it. 

Well, anyway, I - aa I aa7, it'• •ometblnf new to 
me. I mean, that the Attorney General - mean, 
I can understand biB oaeaing on ordere, but when 
he get• in and aeeme to have eo muoh spleen on 
tbia thing, I Just don't underatsnd it. 

Vall I don't think it'• a ouaation or spleen. 
I thlnk not knowing all the details or bow freezing 
and 80 rorth operate, end only having had these 
palsied d1eousaione with the Preeldent and plus 
Leo' a peoole coming and talking to him abo~{. th~~ 
particular Order, baa he sone into it at a , a 
my own hunoh is that he ought not to do it. 

Did JOU know that they brought Ban Cohen in on it? 
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Yeah. 

Do you know Ben Cohen eai d t hie ie okay7 

Mo. 

Well, he did last night. 

Yeah. 

Paee that on to ••.•. 

I certai nly will. 

....• to - no~- to Ed. 

Yeah. 
· . 

237 

No- I mean, I don't- ~et'e juet- I haven't bed 
a chance to tell that to ld. 

Yeah. 

That - he told Sam laa.t nlght that he'd gone in to 
the whole thing and he 1 e eat1et1ed t he Order's 
cor.tly drawn. 

Yeah. Well , we'll do the bea t to keep i t on the 
t r ack. I •.... 

'iell, 1t they keep 1t on the bali a· that tnis 1a 
what the Pr esident vente. 

Yeah. 

And they don't beve to take my wor d t or 1 t, although 
I've eel.S so nov t or three monthe. 

Yeah. 

But they can take Judge Roeenman'e word t or it. 

All rlght. 

But it eeema to me tor a reaeon which I don't under­
atan.S, they're waging a oereonal tight on me - tbet 
Biddle 1e. 
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Oh, I don't think eo. 

Well, you can te~l them that I aay ao. 

Okay. 

But I don't understand why he , Biddle, is waging 
this personal tight on me. 

Yeeh. Well •••.. 

Now, I'd lllte you to oaee that along, because it 
eeema to me that it'a fOtten down to a definite 
oeraonal tight that he a waging on me tor reaeone 
that I can't understand. 

Yeah. Well, I'll tell hi• that, and tell him it 
he reele - it he ie doing that, he certainly ought 
not to do it, and aeoondly, the only views I have 
on th1e thing thus tar, outside my bailiwick, ie 
tha t it doesn ' t give the Treaaury enough power. 

Which, the Order that's drawn now? 

Yeah. 

You mean the new one? 

Yeah. I mean, I would argue beyond that i! .. ... 

You mean the way that Ed hae it? 

'teah. 

You don't think it givea ua enough? 

Yeah. 

Well , then, that ' s something I don't want to get 
in on. 

I didn't trust you would. 

The thing that, a s I say, bothers me was, becauee 
I happen to be the tellow that told Biddle he waa 
going to be Attorney General when I went to see 
the President in hie behalf and called him up. 
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Yeah. 

I wae the t1ret peraon t o tell it to h1a, and I 
worked likP hell tor him, wh1oh 1e water over the 
dam; eo at least I've always been friendly to him. 

Yeah. 

Sae? 

Right. 

And I don't want anything in return, but ..... 

But you don' t want the oppoeite . 

•••.. but I don't want the ooooaite. 

R1gbt. 

And I reel definitely ae though thle was a pereonal 
campaign against me, and I want to know why. 

Yuh. 

And I th.ink I'm entitled t o know. So it you ' d 
pa u tbB t along to bim, I'd appr eoia te it. 

I certainly will. 

But you think the Order doean 't go tar enough? 

Yeah. 

Well, aa tar as I'm concerned, I' d leave 1t alone. 

Well, that's all right; but t or the ?ur ooees of 
oonv1noing the APC anO the A. G •.... 

You're going to take that? 

Yea, air. 
Well Juet ae I t old Judge Rosenman, I tell you -
I me~n , all I'm aeking tor 1e, on the aeeumption 
that this i a what the President wanta, 1e thle 
a good Or der. 
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Yeah. Well , eur e. 

'l'ha t 1 
• all. 

Right. 

And the ..... 

I think the anewer to that ia yea. 

240 

Well , then- and it that 1 a that , than it ought 
to go through unlaaa t here's aomethi ng deep and 
hidden which I don't know about. 

Yeah. ~ell, I don't thin£ there i a. 

'llell, I'm frankly worried about i t, Oaoar. !low 
I'm talking as a man-to-man baeie. 

Yeah. 

I Juat don't understand what l t'a all about; and 
it there's something that I ought to know, wl\y I 
w1eh you'd tell me. 

I always w111. 

Thank you. 

All right. 

Good-bye. 

Good-bye. 
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Adainistrator tor Pricinc Order ll&l tor the 

Textile-bag Industry, under Kr . DaYid Hollawell. 

(\,u_,, ~wJ ~~ 

o(f-ti i~ a~. 
W~;~ . 

).fl. e_ 

rtt ,, c~~ ~J f'11v-v &~c..r--
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liEII)IWII)UK FOR TBi SBCBEHRY. 

June 13, 1942. 

llail Report 

Without doubt, the subject upper-oat in the A&erican 
mind ia that of taxes. limoat one hundred per cent of the 
general mail alludes to thia subject, even that whioh 
start• out with a comment on bond• or aomething about the 
war. 

The Seoretar1'• radio addreaa of June 3rd;<elicited 
a nuaber of oo ... nta, and on the whole waa favorabl7 re­
ceived. The ratio of thoae praiaing it aa againat tho•• 
which wert unfavorable waa 5 to 2. There were, however, 
Jllln1 mort abuain, ano1111110u1 poat carda and letter• during 
the paat week. Theae totaled 15. In all, exclusive of 
theae, wa had 19 oommenta on the radio apeeoh. 

It ia interesting to note that publioit7 about tax 
evaaiona baa oonaiderabl7 increaaed the number of aqueala. 
ilmoat IVIrf d&J there have been two or three ~eporta of 
tax evadera, aometimea very defi.nite and other times simplf 
neighborl7 auapioion. 

There wert 8 letter• giving general approval of the 
Treuur1' a tu program, 13 expreaai.ng die approval of lower 
exemption•, 16 favorable to the aalea tax, 16 unfavorable. 
There wert a nuaber of co ... nta on compulaorr payroll 
deduction•, both for bond• and for income taxea. Of 7 let­
tara dealing with deductiona for bonda, S were favorable 
and ' unfavorable; of 8 dealing with compulsory payroll 
deduction for income taxei, two were favorable and 3 un­
favorable and 3 aimpll made suggestion• !or collection. 
There were 6 oo .. enta on the Pearaon and illen column, one 
protest againat the release of lnnenberg, several proteata 
o! the automobile stamp in view of the gasoline and rubber 
situation, and 2 proteats of the Government silver policy. 
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The 'following haYe been au,geated ae itema that 
should be deduotiole froa inoome tax••: bond• puroba1ed, 
insurance premiuma, illneaa expense•, educational oo1t1, 
dependent• other than oloae relatives, alimon,, death 
expen1e1, and inoome taxea of the preYioua 7ear, both 
Federal and etate. 
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P. H. Saith, War Veteran• 1aaooiation of A.trioa, 
Pitta llargh, Pa. 1 loat 1f.P.1. oheoll: dou not, or ahould 
not, require 9 ~ntha for a replaoed oheok to be aent -
thia ia outrageoua. Pleaaa adTiaa at onoa what action· 
will be taken to llake U..edlate pl7lJant on oheoll: for 
Pl'lnll: 1f. Haat1nga of 106 Lowell Strut, thh c1 tr --
Ind. lo. C-1012. Tbla waa reported to 70u on loTeaber 18, 
1~1, and it• high tiae a duplicate one waa haued to 
coTer. I will be glad to know what action will be taken 
to abate the aatter, 

Duncan 1f. Praaer, Preaident, laerican Looo~tiTt Co., 
N.Y.C. I han 70ur letter of June 8 aclTlaing .. thn 
reporta which 11atr1oan Loco~t1n Co11p1111 haa furniahed 
you in the paat, ahowing the Tolu.e of new ordera booked, 
are no longer aignificant, due to the ohangea in wartiM 
eoono., and M.7 be diaoont1nued. * * * Mt.y I aay that, 
during thue difficult t1aea when our dai17 uil oontaina 
at leaat two or three queationnairea, it ia .oat gratify­
ing to realise the thoughtfulneaa you haTe diaplayed by 
auggeating the diaoontinuanoa of a report which ia no 
longer uaeful. 

~ •• J. idler, Brooll:l7n, N.Y. ~ husband happen• to be 
one of the unfortunate dreu IIIDufaoturora who haa been 
hit to auoh an extent that he haa had t o liquidate hi• 
buaineae. ETtrf worldly thing we poaaeaaed went into the 
buaineaa, • • • 1lthough he haa twelTe .. ohine1 and a 
factory t!1pl071Dg onr 40 people', he hu bun refuaed lD7 
GoTern.ant oontraota on the ground that the plaoe ia too 
aaall. There ian't a thing in the world for ua but to 
wait until atarTat1on, aa cleapondenoy ahall drin ua •d. 
I haTe a p~ent of t27 due on June 16 for incoae tax. 
I haTen't the allghteat idea how I 'm going to .. et it. 
I don't know who la going to read thia note, but whoeTer 
doea, I wiah the7 would haTe the deoenoy to aee that th11 
geta aoM attention. 

• 
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1. I. Get.an1.1aaooiate idadAiatrator, State lduoation 
Depart-tnt, A!b&DJ, B.Y. I want to extend to JOU ., 
heartJ congratulations on JOur radio ad4reaa ot laat 
eTening. It waa a .. gnitioent contribution in the firat 
broadoaat in the iaportant aeriea ot JOur publio eiuoa­
tion profram. It copiea are aTailable, I would greatlJ 
appreoia e 70ur haTing one sent to ... • • • 

W. B. Shepherd, Portsmouth, Va. I waa looking around tor 
a aiaple wa;r to help rq GonMllllent to win thia war. Being 
too old to fi&ht, I pledged -raelt to giTe 10% of -r in­
co•• 1T1r7 .onth tor the duration ot the war. I went 
down to the Poat Office and had a talk with our Post.aater. 
I told ha rq plan to bUT 1uto.obih Stupe enr:r .onth 
until the war waa onr. Be aaid it wea a nr:r good plan. 
I am &ending JOU an itea whioh the Poa~ater had printed -­
•Baoh P&J Jll.:r Be Gina $10 to Unoll Sam - IIepa Bupng 
Federal 1uto Sta.pa, But Raa Ho Car•. . 

1lbert Gr&7, The Crowell-Collier Publiahing Co., - Fort 
WaTile, Ind. Branch. 1a one who hu helped in a email WIT 
to put over the top the Indiana Bond DrlTe ••• way oYer ita 
quota, I am taking the libert7 ot offering a friendlJ aug­
geation aa one of the forgotten aaleamen, three million 
of ua, who well a&T ask, -where do we go from here?•' It 
the •outrageoua• thraat of rationinf gaa in the lll.d-Weat 
ia put through, ·Jour Bond drhea wi 1 autfer i-enael7. 
It we loae the uae ot our cara, we lose our buaineaal if 
we loll our buaineaa, we cannot bu;r Bondi not enn o:;taapa. 
1 gaa tax ot aoae 15; per gallon would raiae over $2,000,000,000 
or about the a.ount of a general Salea Tax . Thoae of ua 
who H1VI to u•e our care would be glad to P'T it. Defenae 
workera who liTe a few ailea troa their work, who are the 
one• aetting .oat ot the new moneJ, would P&7 only a few 
oenta . • * • Thia and a 40-mile apeed liait, EXFOkCED, 
would nearlJ 10lT1 the rubber ahortage ••• the approach to 
whioh at preaent i1 all wrong. * * * It ia too bad that 
the Preaident oould not haTe been with ae on a trip I haTe 
juat ooapleted throU&h Georgia, Tenneaaee, Kentucky, and 
Indiana. He 1hould know of the hatred and di•guat that ia 
aweepiac the South and Mlddle-Weat beoau1e of the wrong •uc­
glltlon ot a&Ting rubber through rationing gaa where. we are 
dro11Jling in it. S.aeboq oloae to hia ahould tell ht. thia 
unpleaaant taot. • • • 
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Willi&a P. Tarlor, Darien, Conn. I liatened to 70ur 
intereating radio addreaa and in writioa 7ou, realise 
that with 70ur D&Df important dutiea , it la hardlJ poi­
aible that 70u will ptraonallJ ••• thia letter, {'t I 
bell••• it preaenta a aubjeot whioh ahould h&Yt be ooa­
aideration of the Preaideat, 7ourae1f and tba heada of 
the GoYtrnaent !genoiaa inYolYed. • • • It ia 70ur ht&YJ 
reaponaibilit7 to deYiae .. ana of aaouring .are raYenua, 
but it ia poeaiblt 70U have not ooneidered the faot that, 
aa the reaUlt of perhapa unneoeaaar, reatriotiona on the 
normal lite of our people, the revenue 7ou reoaiYed on 
laat Jl&r'a taxea will be cut down a great deal. • • • 
I &a a ealea.an, aelliag for four oonoeraa, produota which 
for the aoat part are concerned with the D&intananoe of 
motor oara . I am pa7ing a federal income tax of .1,600 
on mr laat 7ear'a income. 1a the reault of freeaing 
existing atook of the motor car dealara, -- tirea, ration­
ing of guoline, and other reatrictiona -- ., inco• h•• 
fallen to a point where it ia doubtful it I will pa7 &nJ 
tax on thia 7ear'a buaineaa, or at .oat, a ... 11 one. • • 
i patriotic ladf of mr communlt7 calla on me and aaka that 
I pledge a definite portion of mf income to bu, War Bonde , 
but how &a I to bU¥ War Benda when the Gonl"!llHnt takes 
awar ., uana of a linlihood? • • • I belina that it h 
up to the Gonrnaent to prorlde •an• of tranaport1ng oil 
to the Baatern Seaboard Statea, and to do ao quioklJ, in 
order, aa far aa poaaible, to .. intain our norw.l induatrhl 
life. !lao, to deYote a portion ot existing atooka of 
rubber or reolailled rubber, and of •111 11ftthet1o rubber 
which 11 p reduced, to this end. • • *!lao, that in 1111 
drastic action taken, the phlic ia entitled to a frank and 
truthful atateaent aa to tbe neceaait7 and reaaon, in place 
of the conflicting atate•nta and flippant reD&rka which 
have been .. a. b7 the gentlemen concerned. 
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E. W, Hirchcock, lew Rochelle, J.Y. leep plucglng tor 
the teralnation of the int..oua SilYer PUrchaee lOt. 
BelieYe me, 96% of the peofle are all with {ou, ani thie 
ahould be a food ti .. to r ek the wrath of he SilYer · 
Bloc b7 publ thing the real facta of the whole situation. 
If there eYer waa a ridiculous and inequitable law, that 
one ie it. There muat be ao .. ae~ in Congreaa who r~e 
that onl1 force of character can rebuild the faith ol the 
Public in this criaia . 
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Favorable Co-..nta ~ Taxation 

llax Livelf, 1tt01'118f at Law, .bhlaud, Kentuoq. I han 
been writing to fOU and condemning the income tax and 
aponeoring the Salea Tax. I aa now auxioua to take baok 
aoae of tlie thinga I have aaid about the incoae tax be­
cauae I have learned, to -r chagrin, that the inoo .. taz 
haa ita advantages. * * * I learned in the MaT lasue of 
the Reader'• Dlgeat that a raoket in •tlantlo Citf waa 
thwarted aolelf on the bull of the inco .. tax law. * * • 
It occurred to .. , therefore, that we ahould keep the in­
co .. tax law aa a aword apin.at defraudera. Bowenr, I 
do not believe that we should keep it to gain reYenue troa 
the wage earnera· in the lower inco .. braoket. * • * 
Joaeph H. Crown, •ttornef N.Y.C. Your radio talk deal­
ing with the Pruident' a Senn Point Progru, with particu­
lar reference to the taxation and aavinga planka, waa 
ver1 timelY and a real neceaaity. • • * The deciaione of 
the House ta71 and llaane Committee, which have literallf 
emaaoulated so aany of the aound and progreaaive propoaala 
of the Treaaur1 Department, are trul7 alaraing. The American 
people .uat be awakened to the atrioua conaequencea which 
would occur it the Bouse Co..tttee•a plan ahculd ultt.atelf 
become law. To thia end a real ca.paign is criticallf 
imperative to aasure the adoption of the Treaaur1'• orig­
inAl tax propoaala which are founded on the principle of 
equalitf of aacrifioe. The Treaaury Dtpartaent and ita 
repreaentativea ahould be oougratulated on the vigoroua 
defen11 thef han •d• ot the Treaaurf prograa. * * * 
Frank c. BaxterL~oo••r:o Workera Local 1106, Philadelphia, 
Pennaflvania. Thll or aatiDn ia aupporting fOur prograa 
aa thla hlefraa, whic waa 11nt to the Cbairan, W&Ta aud 
lfaana Co.-it IlL ahowt. Ieep fighting, and IUOCIII to 10UP 
effort. * * * (·relegraa urgea aupport of Treaaury Depart­
ment' a prograa and conde•• Sale a Tax.) 

Dr. Thoaaa Philiaon Thoapaon, Chicago, ~11. Good for 70u, 
aud good luck in fOur tight to inaugurate the kind of a 
Tax Bill which takea ill-gotten war pro!ita awaf f roa 
profiteer• to run the Governa~nt. Pleaae don't get dia­
courafed or ner gin up. Hit 'em hard and often aud 
7ou'l win. .&pili, good luck~ 
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Sa.uel Spritaer, K.Y.C. HaTe read exoerpta of 70ur 
talk, in whioh JOU danounoad onr the radio the extrangant 
ealariea and bonuaea peid b7 ao .. war oontraotora . Your 
determination to exlldne the tax returna of theae offend­
ing emplo71r1, and make th.a pa, tor their untair and die­
honeat praotioea, deeerTea the higheat oo ... ndation troa 
all public-apirited oitisena throughout our land. • • • 
How fortunate the people ahould feel that in 7ou, Sir, 
the7 haTe a champion who will ITer be •on the alert• to 
tultill their deeirea. Man, brilliant .tnda dare te think, 
but too tew ot them han the oourage to exprua their 
Tiewa tor the acid teat of general diaouaalon and criti­
ohm. for olal"ltJ of lllnd, origint.litf, and leaderahip, 
few oan oo~are with the irreaiatible 1ngenuit7 of our 
Seoretarr of the Treaaurr. Good health and happineaa to 
70U~ * * * 
Henr7 B. Wallcer, Marion Ohio. It aJ be alw171 better 
for a ~uae to keep atiil in the pretence of a lion, but 
something hal ooae to ~ attention 10 ama&ing that I can­
not help writing JOU about it 1 For the tirat time in 25 
7earai the atate .. nt oall~~.~or Df inco .. tax payment, 
aotua 17 beara the word • z: underaoored aa ahown. 
It ia true, there 11 atill a ao.r note in the line aboTe 
which reada, •ane-half of charge mutt be paid b7 this date•, 
but tbia, I think, ia the firat ti .. I haTe eTer found eTea 
a auggeation of courte17 in ID1 co-.ua\oation fro• the 
Treaaur, Department towards thoae who aupport it. • • • 

Dr. John 1. Rou, P~uth, lll.oh. It gan •• tone of 
pleuure to read of 70ur wonderful program in Drew Pearaon 
and Bob lllen' 1 trul7 great oolan. I am pr&Ting that 
Congreaa will not be permitted to wreok rour program, which 
h 10 neoe11ar7 if taxea art to be dhtr buted fairl7. 
I am glad •• haTe atatea .. n like 7ou, and ewell Journaliata 
like Pearaon ana lllen to prai•• JOur .. gnificent work •••• 
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R. B. Irnn, Ellcln, Pa. (CoP1 of letter aur .... a to 
the Houae Wqa an4 Mama Co.altt .. ) I! halt of Pnraon'a 
and Jllen'a account o! June • ia oorreot r•car41Dc the 
new Tax Bill, it ia a da.ned outrace. The publio ia 
waiting to ahoTe aoae of JOU bo71 where 7011 belong. · I 
han a bo7 on the high aeu who haa 110r1 patriotha per 
pound than there ia 1n a ton of Congreaaional beet • . 

Robert W. Cu.aluun, C&llbridge, llaaa. Tke enoloud news 
itea~ _ (TreaaurJ Wanta Sal&rJ Deduction• to Start Jan. 1) 
•illpLT "burna a1 up•. It ..... abaurd that the wv ahould 
go on !or oTer a J•&r before the people reallJ haTe it 
hit their pocketbook•. I haTe been aeparated !roa., ho .. 
and !aailJ 1n Dutcheu Count, to coal here to do radio re­
aearoh on U. S. laTJ problea1 for the duration, but I aa 
bei.ng paid a cood •al&rJ and f11l it ahould be taxed now, 
and ao ehould enrJ one elu' 1 earnwe. lh7 ahoulct -
earnera han to han a period 1n whioli to prepare, what 
preparation other than a pq oheck ia required? I aee no 
exouae for not enacting a tax law to atart with the !iaoal 
7ear, July 1, then going to work on reYiaiona to aeet alnor 
inequalitlea . • • • Pleaae find an appropriation auitable 
!or purchaaing dfnamite to be placed Under Congreaaional 
Comadtteee now eitting on the tax prograa. 

Donald Zeiller, Creaakill, N.J. Thia ia a proteat, not 
againat tax11, but agalnat the wa7 the Wa71 and lfeana 
Co..Ittu haa ahi!hd the burden o! thea. * * * The TreaaurJ 
Departaent'l propolal h IIUCh better, craduahd to tax 
thou aoat able to P'7• Your Departaent ahould lnliat that 
a plan aore nearlJ like 7our oriclnal propoaal be accepted, 
and that thia preaent Wa71 and lfeana Co..tttee propoaal be 
dhoarded. 

, 
Regraded Unclassified



~3 

- 8 -

Unfavorable Comaanta ~ Taxation 

An American Taxpayer, Boston, Mlaa. * * * You aaid 
that the ~dminiatration waa bent on not allowing LQ1 
millionaires to be created by thia war, I do not believe 
that you are doing a very good job in thia undertaking. 
Here ia an example: State official• in Maaaachuaatta 
are leasing moat of the trade achoola with United Statea 
W.P.!. funda. The owners of theae achoola were .ostly 
racketeers who lived on money extracted from our un­
employed by aiarepreaentationa. Our offioiala contract 
to pay these achoola 60~ and o,.r, par hour for aach 
machine the school haa aet up, 24 houra a d&f, and 7 dar• 
a week. The machines coat leaa than $200 each. One trade 
achool aet up over 100 .. ohinaai at $12 a day, he receives 
over $1, 200 averr 24 houra , or ,86,000 a .onth, In a year 
he will be paid over $432,000. Ria entire inveataent waa 
leaa than $26,000, moat of which waa borrowed fro• a Govt. 
Agency. The only expense that thia person has to pay out 
of thia vast income la rent, power, and a maintenance .an, 
Instructors are furnished, aa well aa material, by the 
Govt. funda. To top this off, the atudenta that are aent 
to these trade achoola are W.P.!. female workera who will 
never become mechanica. The only worriea that the owner• 
of theae trade achoola have ia to be able to hide their 
income from the tax officiala, and they are paying out 
salariea to all their relatives. * * * 

Erneat V. Moncrief!, Rockefeller Center, N.Y.C. Your 
rather amusing epiaode with the Houae Wara end Meana 
Committee waa appreciated as a aoaewhat lighter incident 
in our war irogreaa. Peraonal17, I believe that the 
quotation, Too little and too lata" appliea to the 
present situation that belongs on your own ahouldara,* * * 
It you are looking for enough money, you will never get 
it without a Sales Tax, and a rather high percentaGe; and 
if you are looking for money now and not "too lata , that 
is the way to get it; otherwise, you are going to wait un­
til Meroh 16 before you gat the money in any event, so 
what is your hurry? By the way, I believe that the House 
Waya and Meana Committee ia doing an excellent job and 
alwaya haa , 
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Eugene V. ~era , Attorney, N.Y.C. * * * You and BanT 
others atate that income tax ie baaed upon the "principle 
of ability to pay•. If t hia were t rue, it would be fine ; 
but in hundred& of thouaanda of oaaea, it ia· not true. 
A man's ability to pay does not neoeaaarily depend upon 
his income alone; it alao depends upon hie reaponaibili· 
ties . * * * Before the income tax approaohea the moral 
basis of ability to pay, the United Statea will have t o 
establish some sort of system for permitting exemptions 
which correspond to taxpayers' moral obligation&, rather 
than the polite fictions which are now indulged in by 
the law aa at present drawn. * * *Among the "obligations" 
which I have referred to, are the taking care of the aick, 
the actual cost of bringing up children, actu.al coat of 
support of relatives; payments of pre.miuu on reasonable 
insurance policies, and the payment ot income taxea. * • • 
Whatever the theory of taxation ia, the fact remai.na 
that a man who has to pay $1,000 in 1942 tor hia 1941 
income tax, has $1, 000 leaa real income in 1942 and $1, 000 
leas ability to pay anything. To tax him in 1943 on this 
$1,000 ae income for 1~42 is to tax him on $1,000 more 
than his real income . Income taxea are inevitable oblige· 
tiona which out down incomes. Congrees haa considered 
other taxation of various kinds , including income taxes 
of the various etates , to be properly deductible . No 
reason ia aeen why Federal income taxes ahould not be also 
deductible. 
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Fnorable Comments ~ Bonda 

Robin Douglas , Evanston, Ill. Beoause I have complete 
faith in GoveJ•nment fiscal integrity, I have been, and 
hope to continue, buying War Savings Bonds up to 20%_ 
of ~ salary. That is good investment, as well &5~ing 
patriotic . However , when it comes to paying income tax 
on mf 1942 income, I am going to ba in a deuce of a 
situation and will probably have to sell some Bonds to 
do it. That seems to be a tops;y- turv;y situation and 
discouraging to some one - DfSel! - who wants to help. 
* * * Therefore , wh;y not offer aa 1Dducement to those 
who do Bond-buying-plus in exce11 el 1~ of their earn­
ings? !!low them tax exe~~ion on 6Q% of all War Savings 
Bonds over and above the 1~ of aalar;y expended in that 
way. * * * · 

Leslie E, Sohnurle, Real Estate & Insurance , Canisteo, 
New York. As director of ;your War Bond Sale Campaign 
for thia community, I feel privileged to write ;you. * * * 
Having been in the selling game all of ~ life , and 
coming from a family of salesmen, I feel that there is 
a lot of sales psychology that could have been and could 
be now injected into the campaign to bring greater results. 
* * * I am a firm believer in a statement which I think 
was made by President Roosevelt, and that was that we 
should have more Flaf waTing and band playing to create 
the necessary enthua asm. Today at our Rotar7 Club, we 
had as a speaker, a Chief Petty Office!- of the U. S. Nuy, 
and I am aure that just the appearance in uniform and the 
talk which he fave ua stirred every man in the room. * * * 
While I apprec ate the object of the type of Bond which 
the Treasury ia selling, and ita ultimate uae , I firmly 
believe that the type of Bond that was sold in WorldWar fl 
would bring muoh better results . Thousands of people would 
be pleased to invest money if the Bonds were good for col­
lateral, which they might want to use temporarily. If t his 
type of Bond were sold, you have through the banks, the 
greatest sales force in the country. * * * 
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John Shaw, Chicago, Ill. Just a card to let you know 
I beard your speech on the radio . You know I am doing 
1111 part on two a month on a $60 aalary. 
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A. R. Keller, Acting President, UniYeraity of Hawaii, 
Honolulu, Hawaii. Your letter of April 6, together with 
copies of your PROGRAW FOR COLLEGES, baa been received, 
I thought you might be interested in the start which the 
University of Hawaii haa made along this line. The 
Associated Students of the University have purchased 
$15,000 worth of Bonds . * * * It has undoubtedly been 
reported to f OU that the city of Honolulu on Lei Day pur­
chased oYer ,1, 000,000 worth of Defense Stamps and Bonde . 
The faculty and student• of the Univeraity did their share 
in putting this drive acroaa. The University baa a Defense 
Committee and Sub-committee and I am sending a copy of 
your Program to that group. This University, because of 
ita location, is actually on the front line , It is Yitally 
interested and evtr7 aember of the faculty and student group 
will do hie utmost to aid in the war effort . 

R. A. Koptiok N.Y.C. Americana are noted as souvenir 
collectors . WhY not break up the planes that raided Tokyo, 
Lt. O'Hara' s plane, Lt. Bulkley's boats, in a million 
pieces and give a piece to ever7 bU1er of a $1,000 Bond. 

Walter B. Trout, Tuskegee Institute, Tuskegee, Ala. * * * 
When the pay reservation plan was introduced here at the 
Tuskegee lrmr Flying School, where I am employed, I at 
once pledged slightly over 10% of mf salary to purchase 
War Bonds . I am very happy to have the opportunity to in­
vest a part of my savings or salary in the preaerYation of 
these United States. Hoping continued success of the 
wonderful program now underway. 

Mrs. Anna Margaret Fromm Russell, Jersey City, N.J. It 
was Df priYilege to liaten in on a radio station and heard 
Krs. Worgenthau give a wonderful talk on the Flag of Our 
Country. Wr. Runell happens to be an Old Spaniah American 
War Veteran of the 1899 Section of veterana serving under 
Col. Fa.rr'uut and Captain Dewey, and ae.w the linking of 
the •Kainev «bout 3 miles off the coast. He also listened 
in upon Wra. Worgenthau'a speech, and it sure pepped him 
up to bU1 more Bonde. * * * 
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Unfnorable Co11111enta ~ Bonda 

P. J . McGuire, Presid~nt , General Indemnity Exchange, 
St. Louis , Mo. I wrote you personally under date of 
May 16 about some Bonds - Treasury's 2%, 12-16-65/61 -
for which we subscribed on December 13, and have not 
reached us to date . * * * Under date of Kay 20, W. Wesley 
hie fila SUR:1UTB:COR, recites the history of the case ' 
.in a letter to us, and says that he ia writing the 
Federal Reserve Bank on that date. I wrote him again 
under date of llq 22, that the Federal Renne Bank here 
claime the matter has been in your hands for some time. 
The Bonde have not reached ua to date, go~ on 6 months 
since our original subscription. ·We would like to have 
them at the earliest possible moment. 

Mrs. P. H. Peterson, San Francisco, Calif. Like a lot of 
other people, I b~ many products which have coupons, as , 
providing the product is good, it is a convenient way to 
acquire the little things one might otherwise never spend 
money f or. ~ * * But the other day I took a stack of 
llpine coupons in to redeem them for War Stamps and was 
told No: The Manager says the Government requested them 
NOT to b~ any War Stamps to give to customers for coupons, 
on the grounds it was •commercialization• . Now it seeme 
downright silly and stupid to tell a large company with 
thousands of customers not to b~ War Stamps when not only 
is every penny needed tor-this all-out war effort, but · 
also, aince moat coupon holders would prefer War St&mps to 
articles, it would also eave the material which goes uto 
the redeemable goode. We b~ all the Bonde and Stamps we 
can, but if trading our coupons for Stamps also keeps the 
big companies buying Stamps instead of goods, why should 
the Government object? 

John E. Seese, Pleasant Ridge , Mioh. ~ * * lny Bonds turned 
in to any Internal Revenue Collector should be taken as 
cash for income tax. Now the Bonde have to be eent in and 
cashed to get the money, and considering the slowness of 
any dealing with the Government, a person would not take 
the chance. lfaroh 15 would arrive but hie check wouldn't . 
If thia oould be done , I would b~ enough Bonde extra to 
pay Df tax. ls it is, I am aaving the cash. 
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Miaa Adele T. Low, Summit N.J. I listened to your 
broadcast last enning and cannot understand it. You 
suggest our going in tattersf figuratively speaking -
buy nothing in the stores. r tlieir trade ia killed, 
how can they buy War Bonds? It does not seem like com­
mon sense . Heretofore, our country baa given a chance 
for every man to make his living. Your scheme would 
make a maaa of paupers - utterly unable to help our 
country. * * * It is said that Washington ia making vast 
sums of money. It would seem to me it should be the 
very first to set the example of self-denial. 

Henry Smith, N.Y.C. For a man like ~self, supporting 
a wife and two children on $25 a week, your plan for a 
1~ deduction of wages for the purchase of W'ar Bonds 
would virtually reduce us to a leas than subsistence 
level. * * * Morale among the workera, particularly the 
white collar class, is pretty low, for we have been 
caught right in the middle. We are at least endowed 
with some intelligence, and do at least some of our own 
thinking. Even F.D.R. with all his persuasive powers 
can't befuddle us into believing that this is any "peoples' 
war•. * * * Down here in Wall Street the bankers have set 
up a terrific trumpeting to promote the sale of War Bonds 
and Stamps , accompanied by all the standard rhetorical 
claptrap, while little considering how their workers can 
find the wherewithal that will permit them a seat on the 
bandwagon. * * * I am in a position to say th~t what ap­
parent support has been given to this plan by workers , 
baa been far from spontaneous and voluntary. Ita strictly 
a matter of pressure. Very subtle, but nevertheless 
pressure . * • * 
Urs. G. Heaton, Altadena, Calif . I have just listened to 
your speech. Quietly beautiful and impressive, like the 
voioe of conscience, too. Beautifully spoken. * * * 
Mr. Morgenthau, can you honestly say that YOU think care­
fully , then deny yourself, of some small thing you could 
do without -- then go and buy a 25¢ War Stam2? Does Mr. 
Roosevelt exercise the same self-denial and mortification 
of flesh" as you advise us to do? * • * When-we are exhorted 
to buy 25¢ War Stamps, because 25¢ will buy so many bullets 
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for the "brave boys.:, and think of the •largest print­
ing bill in history for the euga.r rationing .• ,, and for 
the "mimeographs which are thrown in the wastebaskets•, 
as one columnist said recently ••• how many bullets would 
those expenses have bought? * * * 

H. K. Banks , Yanager, Doc & Bill Furniture Co. , Oklahoma 
City, Okla. I think that you are doing a ewell job, and 
in the main I agree with you, but it seems to me you are 
making a mistake when you urge every person in the United 
States to bllf War Bonds and Stamps before bU¥ing anything 
else. You should realize that this country baa got to 
have an economic structure . People have still got to 
earn, spend, and consume in a normal manner, or they will 
have no money with which to bllf War Bonde and Stamps, or 

ia.y taxes . When people quit spending part of their earn­
ngs for some luxury itema, as well ae necessary items, 

a lot of people will be thrown out of employment, and 
then how are they going to bllf War Bonds, or have any in­
come tax to pay? Then eventually there will be one of 
the worst depressions this country bas ever known. Thou­
sands of small buelnessea, like ours, will be forced to 
close up. * * * 
Miea Josephine Carpenter, Annuities and Lif e Insurance, 
Jersey City, N.J. * * *This is what bas happened to me 
so far this year - after over 40 years' work, self-denial 
and having reached the age of 62 (when men think women 
too old to work in an office) - Income from stocks in 1941 
was $859.00; income shrunken so far this year, $99.50. 
Notice from 1.T.&T. advises new Government tax setup shows 
$4 per abare lese profit for investors in 1948. This is 
the only fair return I have on investments. We are told 
we must tighten our belts and bU¥ War Bonds. Who lllllSt 
tighten their belts - John Lewis? Labor? Soldiers with 
everything for nothing and $50 a month cash? Politicians? 
CCC boya who could (and we think should) be working on 
farms? Those on pensions? Some are complaining because 
of compulsory purchase of Bonds. Our money in the fo~ 
of profits on lifetime savings is being~ from us, and 
will never return in any form. * * * 

• 
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'1'01 Seere\u)' ot State, laabl~oa. 

J'll(lh 'VDOf'S!'' La Pu 

DLTIDI June U, 1M2, 1 p. a. 

WIIIEII1 ~ 

J.fereDC& 1o M4e to clrculu hlecnao ropr41Jic 

eurrell<o' fr'* tho Dep.rt.lnt 4ateel U., 18 aoel 11q ~. 

!1M J'on!cD Office aoel U.. lllDbter of J'lD&Dce of 

:Joll..U... Ooft..-nt, 1D acco.r4&Doe with lDotrucUooo fr .. 

haa bceo tlkeo; tho Bollrlao autbor1t111 ban not nen 

offlol.al]¥ 1otonoeel or W&J'118el local baDka with roopoot 

to elollar ourroncr accoptaneo althoucb they haYo boon 

1oto...al]¥ a4Y1aed ey tho :bbuay. 

J'r011 U.. II&DII&"r of tho Janco Central the J:abuay 

hal leN'IMI4 that oooe $15,000 1D dollar curroncr 1a 1D 

that 1>aDit' 0 JIOII .. alOD aod J.- 1o C-l'110el &bollt tha 

dlapooal of thlo ..,.,..,.. n,_rCNO LepUon aod Ellbuay 

cl .. patcheo, 1D thlo con ... ctlOD, tho DepartMnt wUl 

recall repr41Jic 4e411QCtO bltw"n ProolalMd L1ot aod 

Ado oatlooale and U.. :Bacco Contral. AZII/ efforta b7 

Janco Central or ito ~r to 41opooo of thooo tundo , 
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lt io reopeottul]¥ ougcootod, obould be olooo]¥ ecrutinizod 

Nld the ourre.,c;r' o or1!;1D ionotipted coot earotul]¥. 

Regraded Unclassified



TO I 

.. oretazy of ltato, lfaabinctoa. 

J.lll.IO.M'IOI, Oludad !l!l'<l,j111o 

llADDI .Tune 16, 1942, 11 a.a. 

IIUIIBIUII 178 

!l'llll'Lii PRIOR11'r 
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!l.'olosraao lloo. 2112, .Tune 13, 1 P•••, at6, JW1o 12, 11 p.a. , and 260, 
.Tune l.li, 15 p.a. are roforrod to ;you. 

ConcorclQC tho portieulnr curronc;y .... uoood thoro 1o "" inforaUoo 
aY&ila'blo. fha DoalniO&D J'arolp llinlotor, bonftr, ohould be wo ... d IV 
you tbat ~t to Oenorallullllc 5, U-" Ollrr'ODC7 wore 1aporto4 into 
tu 11c1W4 ltatoo U would be ul4 IV .......... .,..nt. 

!be ._.,u ... 1o aadll that 1t be re1 ndod to tho General Saloo 
Coepoq that tbo curronq be aocop\ed u ooa41 Uow pq.ont, prorldod ouch 
currency c&ll be uUlbod 1n tho United Stotoo 'b7 tho General S&lu Ca.pe;y 
u free tundo. Should they accept tho ougeotlon, tho letter of credit o'b­
Yiouol,y ohould reD&in opon and prortdo for pqaeot thereunder ohould ouch 
currency not be roleuod 'b7 tho United Statu prior to .t.ucwot 1, 1942, for 
froo uoo 'Qy tho General Saloo Comp&llll. In tbo nont that it accepto ouch 
conditional piiYliiOnt, appropriate otopo ohould be tolcel\ 'Qy tho General Salu 
Coop&Q7 to free ltoolf from reoponoib1lity to preaont ownora or holdoro ot 
currency if it nre not releued prior to .lll4\ll~ l, 1S.2 'Qy tho Troaour;y 
Departaont. 

It for oao rouon tho Genore1 Se1u Coop&QT h ..,..blo to follow ouch 
ougeotlon, tbo Doa1n1C&I1 llapv.l>l1c, U "" e111o4 11at1011, tbh Go.,.roa011t 
foolo oboul4 block ouch curronq 1n tho Doa1n1C&I1 RoJI'l'bllc u a •ttor of 
cocporaUooo 1n tho oconoalc phaoo of tho war. Poa411lc "" ln.,.oUgaUol> of 
e1l tho fe.oto """ further coi18Ultat1on wl th thla Oo.,.r.ont r~~&arcl111« tho 
tru- orlcin of tho 1'Wl4Ao~ ouch curre1>q ahoul4 be 'blocl«<<.. 

It .,.itbor of tbo abon ._oUo110 ...., be offoctod 1t ahould be ,._ 
cootod to tho Doa11>1C&Il autharltloo that ·~oprlato otopo ohould be takon 

( 

to han tlw curnnq 1ncluc!K 1n tho lclar o aJ>itoot ""d to ooe that web 
currency 1o e.otuall,y on board i>eforo lclar'o 4oporturo fr• port 1a poralttod • 
.ley other ocho<llllod porto of ce1l of tho .!!.!.!£ 1n tho lootero lla10iophore 
ohoul4 be reported to Dep&rtMDt. It would be aoot wodoolra'blo, 1n acy ,.,..,t, 
1t llartlnoa nre pontlttod to loa" tlw oOW\try with tbh currency. '~'""" ap­
propriate D .. 1D1c&ll authorltloo ohould e1oo be adYlood that all United Statoo 
currency l.aporh will bo ocrutinbod cloool,y Wldor General Rullll,'! 5 ""d that 
all ouch curroDC7 wUl be prooUIIOid to ha.,. .lxlo taint wblch h lal""n to ha,. 
boon o'bta1.,.4 froa :l:uropou oourou. 1\ obould be roc-Ddod to tbo D .. lclcan 
autborltloo that all 'buillOn coDCOrD8 in tho DoalDlcan llap~>bllc ahould be 
approprlatol,y •-d to retuoo tho acooptwiCO of United Statn currency l .n 
~nt tor ozpcrh aa4 4oaMd pqMnh therefor 'Qy lottero of credit, ot eetora. 

In ooJUiooUon witb tho curroDq aboYO-aonUonod, plouo report fully acy 
action toDD. 

cow:l>J: ... :&-1&-42 

, 
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J\IU 13, 19118 

The leorotar,r of State proooato hlo oocplt.ento 

to tho Bononble tho Socrot.ar7 of tha froUUJ')' en4 

trano:Uh horiYith a C4PT of 4oopatell no . 67 4ate4 

~ 22, 19118 f:tooo tho Jzorl....., Oonlltllato, llrfa, 71Jl 

Iolan4o, ccncoratnc 4ollar. traneactlono ln 71Jl an4 

4lopo&al Of llOCIOO 1hllte4 ltatoo Jlll'lr CIQITOIIO)', 

lbc1o.,....l 

boa Conlltllato, limo, 
llO. 6 7 • Ka.- 23. 19118. 
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DOLLA& D&IUC!Ian a n.n. 
DIII'O&t.L a1 :1111m11 uns 
mill PAm. OUWI • 

I baft \be Joollor ~ refer ~ WIT '-leer• lo. 25 of llq 21, 5 P•"• , 

rela~iYo ~ Aollar v.aae.c:tioao ill 71J1, OA4 ~ ••loll herewith for 

tr ... ..tu1CD ~ tho !l!rea""'7 a -rOA41111 oot\!.ac forth the proclll.vo 

for ouoh \ranoaet1ono aclop~ 1n tho Ooloa,. 

.rue 151.5 

Ya1nvr1&M .Abbott, 
.AIIor1""" CoDwlo 

In IOtllpl1oa'-• 
Oo:w for 11. 1. !roaOU!'T• 
Oopr for D1Y1 e1on of Ooaaoro1al ~fair•· 
U/lv. 
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e-., l'iJi IIUII4a, 
llq 22, 19112. 

!he n-1a1 -r•k17 ell4 Coloaial !reallll'er oall e4 tba lleucera of tba 
llellke of lev louU. Valu 11114 lev Zoalllll4 11114 111••1t to Ide office 70ttordq, aD4 
otate4 tbat atwr tllr\her ooadbraUoa, aD4 ill or4or to 011wre a llllifol'll pro­
cedure thro'IICIIout tba tterllq area, he hoo4 deo14e4 aca1at \ o4opU~~& tba Udte4 
Statu !rroe.wry1 e tcheM !or the dhpoaal of olOOeu Uhite4 Statu -r currenc7 
held by the local liMkt, ae outl ille4 ill tba Depe.rtment 1 t tol•CI'aa 30 of .A.pril 27, 
5 p.m., but to e4here to the Balik of Jlbcl&D4'• !lotice, 1'.1. 182, vhicb, uonc 
other moaot&r7 quuU oae, daal.t vith thit mat\er . 

!!!he llaDk of lllclaaA'e :proc:ed11H 41ffere troa t hat propoeed by the United 
Statu !rreaeurr ill Ulat it 41T1dee \he purc:hr."' of TJnitM ltatee paper c:urretlC>7 
en4 4ratte illto two c:atecoriee, i . e . , 

w. Official 

(J), UDotficlal 

CA!!!O!!T ~ c:onre all parc:haou (_.r curreD07o 4rafh, ....U or tole­
uaphic tranatere fro• United Statu a11U&r7 or naYal p&Taaehr, Coa.W.ar ofticere , 
Dieburoinc offioere, or eenior officore e.cttoc ill their official capaci\7. !he 
b1111n& rate of •lOOhanee u eed, $3,6433, h bated OD the Je,n1c of Enclon41 e ttliCI'aphic 
rate , $4,035, vhiob 1e conYerted illto i h l'iji equiYallllt by the fomul&J 

4. 035 z 100 •qual• .,.6433 
110. 75 

l'or all OI'I'IOUL 4rath aD4 ..., ... paper OUI'ftncy puroba10d, the onthcrhed 
doalere, i . e., the btulll:e, obtaill a dollar equi'falent credit ill tho United Statoe , 
ill &ecor4ance vith tba United ltatu fl'&&8ur7'• eob..,. outlined ill the Depariaed1e 
telesraa 30 of .A.pril lf1, 5 p.a. Paper currco7 pw-cbaeod from Oll'I CUL ocureu 11&7, 
if the ba.oll:e duire, be belA b7 th• illete..A f or re-eale, tho rate fbed bolqt 

$}.511}. 

O.t.1!JQOJ!T (~ oonre all paper currenc7 bo,.,.t froa UIOFl'ICUL oourcu, i . e, , 
! roa ... 11ore of Un1te4 Statu anoed foreu ell4 other oourcu ill the Col •DT• 
&1>4 1e purchaeo4 at the rate of $3.7153, i.e. the hl>k of :fllcland'e DOte rate of 
$4,11, c:onnrte4 into ito l'iJi oqui'f&lmt, Yiat 

4.11 z 100 •qual• .,. 7153· 
110.635 

Ul!OJTIOUL pe,per curreuc7 purcbe100 =q alec 11e hold 117 the :Banke and, at 
opportunity offere , raeoU vith tho Monetar7 Oontrol1 t pel'lllioeion; while excou 
:purcba"• =q 11• dhpoee4 of to the :Ba.oll: of JlcaJ,anA at ito current DOh rate of 
$4. 11, u.. :awe' London acante rece1Y11lc a ttorlinl credit and tho llOteo 11e1n1 
held 117 tba Juya 11a.oll: in the llflllk of Jlcalell4'a ....,.e, 

.A.ll other tr011aact1ou in thh c>atiiOI')' vill be otfoctod at curront ra tu 
vldch at&D4 to4q atl 

'·'· O.D. 

I 

Regraded Unclassified



- a -

tlnUe4 llt&tu b.W: _,, IJa 1'1J1 or 'O'Il1 tel ltetee CQZ'HIICT 
r;q be openef. IJa \be Oolo!Q", u4 tbere .... DO reetriotlone oa \be debi\1 to 
such .CCO'QII\1, wt tbe7 llboul4 be rechhre4 vl.\h ~- Ooatrol. 

The ,..., rahe are effeoUn ae of llq lS, 19118. 

J. tru.o copy of \be elpe4 
orlgillal. l v 

Wt.1Avr1&bi lbliott, 
Aaeri.,... Oonwl. 
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B. V, AIJliUllll 

Mr. J'raalt Dletrlol>, 
11. S. Tr .. .IU17 Depart .. ,.,. 
Stab111oat1oo otfioe, Booa 279, 
Waol>l..,too, D. 0. 

llliTlSH IJCUSSI, 
Y.l.SHllrllrOII, D. O, 
Juu l,Jtl> 19112. 
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,.,.... 12\h, 19112. 

O.J.I. )/2/lll 

tno eta llohADCer, con nor of tho llank of Jruco, 
Olonoo11t l'on&lld, oa'bloo their lopl l'lpl'Ooentath•lll llov 
t~rk,Oou£ort l!rothoro, 011 the ozpo4111107 &lid poool'bl11t7 of 
cUt.ac the llaUoA&l B&Dit of llel&iua, lll'llloolo, 111 order to 
llllko oppooablo to ¥14 'buk the tutve clachlon &lid to &T014, 
111 oaoo of ~114 qtt•, tho rhl< of harlJ>c to pa7 tvloo. 
!ba7 oool< to haft ~ llaUoA&l B&Dit of :Bo1&i""• :Bl'llloolo, 
lntorn11o &lid ,...__ voich' to tholr uoortlon that a 'bo4J' 
oorporato oxloto Ia 3ol&iua &lid lo lawfullY conoldorod 'b7 tboa 
ao qll&lltilld to .-. uo of the richh of tho Uatioll&l :Bank of 
llelcl-. :Bo1.._-r nllalto lt vcllld .U:. lt 801'1 difficult for 
tho Mlricao ,tallce to clacicla t hat tho llalt of Jruco obcllld pa7 

thoo -•7 to the llaUoll&l B&Dit of lle1&i• vhiob 1o Ullclar 
a11tbcr1t7 of tho :Bolciao Oon..,...nt but 1a not eal<novloclc-d 'b7 
the JJ'o110b OoTo..,...nt. lie tunhor lllti•to• thot tho J'OII&I 
aicht ~lt that t ho trial'• clacialoll ouc:ht to 'bo clafonlld. 
'rho C>UI oontroa aroWIA a lav ault tol<on 'b7 tho Buk of llel&i'llll 
.,..taot tho :Bank of Jraooo 'bofol'l tho Uaitod Statoo Sllpl'O .. 
Ooan. 'lho B&Dit of :Bol&i• ola1u to haTO t........4 oTOr to tho 
- of Jr&DGO, 1D 1939 aD4 •arl7 19leo, a qaaoUt7 of cold 
($220,000,000.) vhiob tho B&Dit of Jruco turnild oTOr to tho 
Oo~ lleiob. 'l'he Bdk of Jruco ~ito tho &Old traooanUon 
'but pat1ono tho d1opoo1Uon &lid tho right of tho o1~to 

to roproaont tho :Bank of llel&i""· 

, 
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LIB"tA. 12th. The cnt~C~Y drive outwards continued in 

tho 110min&. lila llllin concentration or tanka, SS in nw:ober, '""" in ~ 
tho e.rea lacecll.e.tely southwest or EL ADDI with about 20 additional 

tanka extending further to the East. At lllid~ our d.ofcnded locality 

-4 llilea south of EL ADDI was attacked - no details yet. Our armourod 

unite aro operating against these forceo wbilat our motorieed end In­

fantry columna hn.ve been in action about 12 m1loo south of EL ADDI. 

A concentration of enemy to.nks and II.T. romnina about 10 miles Northoast 

of BIR KAKKIII. 

2. AIR OPERATIONS 

IIESTm FRO!IT. 11th/12th. lludaona bombed and dazoag•od 

two abipe of about 1,000 and l,SOO tons 1n tha IUl.IOOIMlliD BIGH'l'. 

l!!J!U· lltb. Our bombers and figbtar bombers .ado 

two o!toctive attacks on eo"-Y forces 1n tha KNIGHTSBRIDGE area and 

on 12th ca.rried out continuous att.~cko on tho anomy forces moving to-

words EL ADEM. 

' MEDITERRANEAN. lOtb/llth. \Vsllingtons bombed the 

llOrodrOCIO nur HERAKLIOO in CIU...,.E and on tho following night Wellington& 

nttaoked THE PIRAEUS wbilo Liberators boubod TARAH'ro IIAR!'OUR. 

J. Thoro no. been considerable increeac i n Axis llir 

roconndaonnce activity over the l'loato.m IIEDITERIWIE/Jl during the 

loot tbraa ~·· 
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TO Secretary Korgent~au 

Mr . lt•arck 

Subjeota Poaaible Japanese Preparations tor Attack on Siberia 

Britiah Military Intelligence atatas that a nuaber or 
reporta rr- a Chinese aource indicate a concentration or 
Japan .. • planaa 1e taking place 1n Japan an4 Manchuria. 
250 planea are being moved nor'th• ard rrom ~. 'lhailand, 
Malaya, Indo-C,h1na, South and Can tral China. 

If tha reporta are correct, the Japanese Air Force will 
be concentrated as follows: 

Japan and Manchuria (including 
324 naval planes) 

Ohina and Formosa 

Burma, Tnailand, and Indo-China 

(Southwest Pacific - f ) 

Total or above 

Number of 
Planas 

1 , 014 

200 

200 

1, 414 

(U.K . Operat1ona Report , JUne 12, 1942) 
. . 

(tba concentration or plana• in preparation tor an attack 
ia usually the laat step before jumping-orr. The ar1111 con­
cent!'ation tor an a t tack on S1bar'1a haa prObably bean complete~. 
Tha Geraana are prObably likew1ae about ready t o l aunch their 
otfenaive. In apite or the above , 1t is still poss i ble , or 
cou!'ee, that no attack on Siberia may take place in vie• or the 
Japaneaa Midway defeat, but this cannot 'be !'elied on). 

' 
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con 110. 13 

0n4 lp. 20l 

l nfot"Ntion recei ved up to 7 A.M. , 14t h June, 1942. 

Last nlaht our ooo.ita1 convoy~ • on att.aclcecl tor a.iroratt ott North 

COltlliALL, no cSaaage hu bom1 r eported , one J'\ll\kore 88 n a probelbl.T ohot down nnd 

tu\Othtr dama'ed by tbt eaeo.rt.. A F'reo J"Hoeh aot.or la.unch n.a att.e.c.ked ott DOPStf 

and had ton c.aaualu ... 

One of K.M. deauoyera wae 8\JDt by U-'boe.t oft BARDU oo tha 1.2\.h. 

80 ourvivort -.re reaoued . 

Ont of H.M. d.tatroJera t i.cbted 2 It.o.l.1.cn 6 inch c:uiav-a wlc.b taur 

doatroye ro taet. of CAPE SPAR1'1V~1"0 on tho l )th and cle.iaa " hit wttb a torpedo on 

(il one crviae:r. 

2. MIL!TAJlX 

WBU. l2tb. A.tt.or en Ul\eucccsatul attack on our dotoneoa At BL ADDI, 

tho Min ene111 thn1at developed t.o'lardt tbo norlhw .. t. our at'IIIO'Ul'ed toreea were ln 

conc.aot w1 t.h tho en~ all dtl.y. No proclao clet.aUa of the rt&}lt1na on tho l)th 

aro yot an1.lable. 

J!!1m!. The OeJ"'MM.nG ar o ape.rlna no offor t. to 

But. there 11 ertdonct t.b!lt lbuti.aD ntltt.Mee baa upeot. t.helr odtuaol t.iMt.ablo. 

). AIR OPE&t!ONS 

~ PJ!JI!I· l)tb. SPltttree ob\aJ.rled • maber ot blt.l on loco­

mothOI near ETAPLES •. lJt.h/14th. About )0 onea:r drer att. •ore o.,orutlnc ott Uort·h 

Cornwall o.n4 1a tho 1SLS OF WICHt e.roa, a fer ot th• penotn.t.od inlatKI. Ono • •• 

leW!· Ut.h. ao.t.ooa und t'ighWr bcobera conttnuoualy at.tclc\tod colwano 

ot onnv t.&nkl Mod .. chaniet\1 tro.naport in tJ\0 bGt.tle :aroa, ca141AI coaa1dorable 

c1taa.10 • ~tiiV 1.ct.1v1t.1 i.nCJ'IB$•od . 0\lJ' fi&ht.ort broke U9 C lo.rgO torao.t.ion of divo­

bollbera end t1ahto:ra . ehot down l) Md duag«S lO otbon. Our 1011~0 .oro 9 ti~tere, 

pUota aato. 

~· U<ll/lJ•h· TAltAL! ao.....u- ,... abod ODd c ... t..>rod, 011.> ..,~ 

was dto~royod t1tld t~-nothor d&.ml\g:.c\ by Ant.1-o.lrcn!t•c. ttr lol. 

p.s St;Y8l't! 

A rw boabl wuro drup,OO oo L&UIINOl'ON SPA on lJth a.tt.omoon. ¥Grly 

• , t.h a pcrAcbut.e ~o t.).].l o.\. POR'J'SDJ1'H, k:1l.UnC tour puople o.ncl det.~Mgin.g •evonU 

h moun. 

" Tb.J aovo or Gv1"11&tl tcnk londt.Da c.ru.tt up tht lfoat. C01.ot. of NORi'tAY con-

:.1nuoo. Fiw wore aoon 1n uw lf..lRVII arM. on t.be Uth. 
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