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C&D&4a 
Itt altO llhtppl-. 
Uo1tt4 llattt Dollar Pooltlon- 8/29/43 ••.•••••.•.• 

Do11Clal , Leril 
. .. lbtppl .. 

- » -

_,_ 
f1oaoo1-., Oonnuo111t 

!ri&Wl'7 11111 - roouao' • .t..acu•' 12•hpt•btr 3 -
B/11/U •.•• , • , •••••.•.••••.••...•• , •••..••.••...• 

V&r I&Y111CI Jon411 
Wq oponoore4 )7 110rt1 otar• on frl&lv.J7 oouU. 

otopll IIIIJr' • taU:, p11t lht, u4 luncheon 
"''"" - 8/31/42 •...••.... •. •. •••• . •.••••.•..•• 

a) na 1rlo:e4 tllat IIIIJr 414 not talo:o tn• 
to Vbltt Boult: .Boolo: W• pact 1M 

b) Bowar4 »toto t.haolr.o4 - 9/3/42• 111 Joolo: W• 
PIICI 97 

eo..,arhon of Mlo• 4ur1nc Juno, Jul7. an4 ..,..,, 
1148 • B/'lll/43 . ...... .. .......... . ............. . . 

f orolco JoA4a Control 
MotloG Plc\ure ln4uatr,r: Willki•'• par\Aer, Mr. Valtaa, 

uporta Lon4011 wUl rall&ll all or cr•' part 
of fllo4a ; t1aal report w111 bo M4o later - 8/'IJ/42 •. 

Oorlwla u4 Oo...-7 
Ill IllY .. 
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llllltarJ Roporto 
Jrltlab oporaUona - B/39/42, etc .•• , •.••• , ••••.• ..••. 

U.1tt4 ltatoo troop• ln Orl&t lrll&ln 111o:t4 - Jrlllab 
lllnlttrJ of lnforaatlon raport- 8/31/43 •.••••••••. 
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Mo\loa 'lowre la-\17 
... 'or•lcl' ""''" Coouol 

llun'IITo 1-• I. (t .. tor, Moo\Ma) 
too e..l1 -..loooooo 

-,-
'"Ill' lt&D4o1ph 

Itt Rt"f'er&Ut lt'fidoo 

- .. -
l tYeDUI a tYlllOD 

Contueact; preect: KMir, R&at, Paul , hle4NA, 
ao •. Jlov.p. o-r ••••• l.v.b.D, e.tt t, 'lntr. 
lulU....,, aocl O.otoo - 8/31/42 ................ . 

a ) lpoo4lo&o tax 41 ocuooo4 
1) Paul 1 o o\&t • ..,t hforo lonato 

' 111uco Co.al.tuo in lbOO\Itln 
ltttlon ............. .. .... . ......... . 

l.ual plao 41oo~ooa4 b7 Paul oYor M~t~ Wotwork -
8/31/ 42 . .................... . ................. . 

ll~, Boarclo1q 
Itt ltvenut KtT1tlon 

- I -

ablpplnc 
Cao&cl&l l:xtaoaion of contract tor W11cllnc ohlpo 

cll ocuooocl b7 Douc1ao aocl HMJr- 8/31/42 . •••••• . 

IUnr 
War l)epartaaot &11oc&t o4 6000 t ona of 0froo • 

oUur - 8/?!l/ 42 .............................. . 
Oorhaa ucl Co- ancl oth_or oUnr aorchaoto 

( louoclw:acl b7 ~ .... tor Gt-ooo of lbo<lo lo1ao4) 
clioCUJo OQPP1loo vlth !roaour.r croup- 8/31/42 •• 

Sa&l1 Baal•••••• 
Mul'rq (knat or, Montana)-flll corroeponcloooo 

oonoornlnc war cl&a&C• to- B/31/42 •••.•••..•.••. 
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fax& tl OD 
••• t."f'IAUt BtYlt lOA 
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Oalno' -r•- for .,H• oa ~· of -• _. 
Ol>alJ'Mil oo \hat liM te _, 4eolb -.4-a- '" 
oa;ppl7 uurtalo u4 oqulpaoa\ •-•alll'7 for w.r 
pro~u - 8/31/42 ............................... . .... ···t~· lloD41 ••• rtnancinc. Oo~•ra•eD' 
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Ill'. Walton, partner ot llr. 'mllld.e, wlepboned llr. llld.te and oaicl 
Ill'. 11'1llld.e had lett (preRMbly the oo~mt17) and had uked llr. walton to 
keep Ill'. White into.-cl ot negot1&t1ona with the Bl'it1ah TN&tlur)' with 
rea peat to tbl releue ot 110tion pl.cturl 1nd.u.t17 blocked eterl.ina. Ill". 
l'lalton aaid that Ill'. -m.U. ....., thl Bl'it1ah repreaentetl.'ft ,.,., _. 
sent trom London preauably to canaicler the •tter. He bad oallecl on 
Ur. 11'1lllde in b1e otnce on Tllee~, Auc118tl8 and told 11!:". W!lllda the 
final daoiaion bad to be •d• in London and they -wt haft to 11011 t word 
trora there before the7 could gl.'ft wo .,,. turthlr ed'lice. 

Jlr. 'lllllton aa14 Ill". s-r'lil.le had called Ida on rridq, .Aucuat 28 

.. 

and oaicl 1t ....., b1e llllderet-oo"ng that llr. 'mllld.e had bean told lJ7 Ph1ll1pe 
in 'lfubincton that tbey •re cert-oin the antbori ti.N in LoDdoa •re db­
poaed to be -t liberal and wre ~to ralaue all tbe flmda or a p.a 
bulk ot tbea. 11r. 1lld. toe uked -tber II' rn.U. had pa into tbe Mtter 
eore with 'llaltoll. Ill'. 'lllllton replied be _.n•t certain -t Jlr. s.-m.u. 
wu do in& but be 1.-cl to teke tbe - reaotiarl u Ill". 'mllld.a and be _. 
waiting to bear troa London. s.-r'lil.le oaicl 1n 'lin ot w1rea, etc., be 
doubted 11hetber tbey -wl bear before the 1114 ot n.n wale, parbapa e.­
U.. <luring the tollow1na -k. 

Mr. 'lllllton alicl s-m.u. wu plalning to so to Cal1torn1a. Ill 
added that l(r. Willld.• seemed to tb1nk the whole affe1r waa colllin( tbroush 
and that hi would k"p Jlr. 1ihite 1nto.-cl ot any clenlopeente. 

, 

• 
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TH& COMMANDANT Of' THa UHIT&D .TATD COMT OUA"-0 

WAINIHTOM 

29 .&ucuat, 1942. 

Dear llr. Sec...tarr• 

I wu pl ... ed to read ,..,..r ~11•eat ot 
....... t 26tb upon the old.ll ....S etticienq ot 
u .. t«~aDt c , ... Sintoo ....s h.1a ..... ~ 
inc ,..,..r ~ tour. lllow1.lll tb&t he ....S 
the otbel'• JOU MJ>ticmed will Ukeede• derin 
pleUW'I 1D .... dine ,..,..r _lit, I • o....u.n, 
a C<>P7 ot 70ur lettar to each ot the. 

. .. • 1.2 

~~ 
R, R. 1WZICIII 
Vic• A*il'al, u.s. Coaot GllaJ'cl 
ec-enctant 

Hoool'&bl• 81111'7 ~~or,...thall, Jr. 
1'h• S.c...tarr ot the 'h'aa.IW7 
.. biJllton, D. C, 

• 

Regraded Unclassified



. .. 

YM''!!!I!f 

.Aucuet 29, 1942· 

rr- rebruazy at tl\rOUtll .Ju4' )at u.. rnt..mal 
ReTenu• Bu.ree\l baa .-da 4,962 .- appoin-nte. or t.bie nueer, 
1,'775 ...... •n and ),187 wre ....,..,, • 

~ th1o - period, 196 -n wre pro.oted to 
pooitiona tonoerlr held br men . Tnntr-two of theee 196 ere in 
epeoialit.ed and t echnieal poo1 Uone, 

It ie the C~oioner'e opinion thet almoot all of 
the 1 ,000 vacancioe that exieted three 1110nthe &CO heft been tilled 
and that the present vacencill heft arieen oioce thet tilDe. He 
11 gain& to .. od ,.. a _,rand\la on th1l and I ..ul ad:oioe rou. 

3 
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111,""' 116,6113 

''·~ W,l76 1»,)90 u,. 

~.805 ~·,a 1611,1£1 1~.~ ,,.., ·"' 1,,~ m· ~·"" 
110,717 209.717 := u:~ 1,7,1113 125.532 
!15·C' 2ll'·m !01,= ,,571 125. 1 ~1. 125. 

"·"' 2.511.1£3 2IJII,W ~~.n• 

'·W ~3.~ a,6,31111 2 ,033 
17. !11,550 327.712 161,3!1 
15,~ ,7 ,o., ;,».951 2.,, 7'1! 
1£, 313.101 )51,1~ 291.m 
,,Ill )!2,,. 376.3 321. 

~TW. 
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...... , .. 
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1u.o 
1"'·' 
•·5 
,1., , .. 
,..o 
,_,II 
,.,.o 
16.! 
17.11 ... , 
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.,.5 

.,.1 
15-~ 17. 
17.11 .., .. 
.,.5 ;,o.z; Wr·51)11 ~·9'11 ~1,106 

:z ~· 
,1, ,679 7.673 ,.,., 

.107 313.30rl ""·~ 362.550 11·~ 
27 111,,32 91,2 1155. To' 371.= 17. 
21 17.3!1 ~15.5 3 lin.~ "'·' 17.7 

All tiproo are ._elh wt\ll tile tr ........ r ~ tile llat- 1\a\oo .. 
aoo-t ~ p~o ot oaloo ot 11atte4 lteteo oa~ -..... 

JtcvH lla ... Mea ........ \o -.ot \llnMiol ..t will M\ a11111arl"' 

1144 to \otalo. 

• Regraded Unclassified



w•d-IOfNTIM. 
6 

wn. ... Mnlll ... - .-ml J MD I \1 &1 1* 

a..-s- et ...... , oe1eto .. tate ws~ lllllM .... !;~. ... 
_ _.....,'-'-..,. laJ.q..&hM 

(.a.t s- prloo sa ..,......_ et Wlan) 

».to ...,.., 
• u,m •12,m • :1.!,597 • ,,70!J !17·-

' 
16,~ 28,110 21,!1-' ~·6ol 1)1,0 
12, 111,251 ~·-1 ,2, 127.1 

5 U,AT 511.105 ,175 llo.~ 110,0 
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.a.u ttpr• .... ...,..u. wt~ --. ~ ot ~ Vallot 1\ako • 

aco_, ot pr11ooto et aaloo et 111aUot ftal11 aoTlap -..e. 
~· llaft '- JO h' ,. -·· ................ WSll _, -•IU'ii.T 
144 \a \o\olo, 

Regraded Unclassified



II&'• 

~ 
5 
6 
7 
8 

10 
u 
12 

~~ 
15 

17 
11 
19 
20 
21 
22 

Ill 

:l 
27 
II 

...... l'&lT 

• !6,!67 • 26,!67 • 2S,IUI 

}1,765 65,0}2 52,617 
27,023 !12.055 ~:= 25.1)5 U7,~ 
llo,ll50 1,., 157,= 
}1,1111 1",51~ 201, 
l!li,I!U 220,7~ l!llo,,.,_ 
111,011 !61,763 l!a,:z 

~·~ m.;i7 '*· .7ft )01, 1 ~·., 
22.757 }211,511 ,111! 
11,5011 ,,,orr ~·,., 12,1)0 365.152 7. , 

"·106 llo7 ,6, 505.~ 
1~.551 =:m 527,1 
1!1. 756 510,1111) 
f3,791 ~n. 6o2,119 
21!,:l ""· ' 6)6,6llo 
1), 509,1., 670,075 

"·01!9 ~,219 70),o61 
1,,667 ,.., 712.571 
25.,., m·m 776.»3 
2),:R u,= 106,1!1!1 
I), 1 6111, 1»,!66 

,_. 

• 2M» 

-,,IIIII 
67 ,1111' ,.,. 

1}2,)111 
1~,N!J 
1",6" 

!06,513 
136.552 
259.771 
1!11,7-' 
';,16) 
3 ,,. 

~.~7 
)61.7. 

~~:~ 
1129,1,. 
1161,112 

""·~ 510, 
~·097 

·~5 m. 1 

CONFIDENTIAL 
. 6 

"· ~~~' 
12).~ 
U5,1 , .. 
100.5 
n.z ,1, 

!10·7 .,,, 
11.1 
10.7 
11.0 
71.1 

10.7 
10,1 
n.5 
71.7 

~·' .o 
71.) 
71., 
76-7 
76.7 
76.5 

u1 ftcv .. .... ._s-. wt\ll ~ ~r- et - ._. ... lhawo • 
-• of preeeeto of ealoo of 11al\o4 lha- uwiap -.. 

1'1cv•• ~~a ... ..,. .. rvu4o4 •• ....... , 'bouull u4 wtu •• .-..... u, 
11M, ••• ,at •• 

Regraded Unclassified



lla11i WIF 

• v..o tu.a 7·7 

22.2 "·' ~J.) "·' 1&.6 ••• a.z 1~.0 ,..1 " ·0 .... "' "·' ~.1 61.0 ;i·' J.a.~ ~., z,. 13M 17.0 •• 1 ,.,, 101.7 
1) .0 :l•l A.o •• I.a. I ~.1 -,.~ U9.1 .,.1 UM ~·~ ~.1 

2).0 .I 107.~ ... , 17.~ 71.6 c ·T 112.0 110., 1!51.) .o a·~ 
25.0 Ul.T 1~. 1),1 1).1 ....1 .I 11).~ ,..1 1"·5 203.1 .-T 
16.11 111.1 1~.1 1).1 T·l ,.., 76.3 111. 211.1 2111.7 1)0.~ ,.1 

26.1 ~·0 *·' 11.~ Pol 106.1 ;l·' 111.5 ~.0 261.1 111·5 ~.o ,., ·' .,.1 ID. ,.~ Ul.l .1 U9.1 ~·3 m .o lf5.1 •·' 
15 .~ 110.1 11J,1 .,., 1.1 111.0 ~.1 U5.1 .T JOl.l 

~·· 
,..1 

16. 157.1 IIITo!J .,,, 
'·~ 117.~ .o 1U.I 22.1 )Ill,, ., .,.T 

11.1 115.9 171.0 Tt.l t.T ~·1 120.~ U3.11 21.5 ~.o m·' ,..1 

9·' 22!5·5 IIJ.T Tlo 3·3 .~ 1116. 1U.1 12.1 ., .1 ... ~ 
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To Secretary loraiD'ba 

... ow Randolph Paul 

A)taohecl 11 a letter fr;• the Beoret:n of 
~JI6~~i~ne0~~h.)~:.tr~!Yt~·r~ tg~ i!: ~~t!,:;. 
Upon &~~pron.l bt you, thil letter will ""' &I till 
ba.ail for carrylng out the &rr8J11eaent. 

!litre are &lao attached. a letter froa the 
Secretary of War •!IPlainina to you that the nuure 
of the use to which thia ellvar will be put ie eeoret 
and. a leUer troa Donald. lellon requntiila that th18 
uee be given the highest priority. 

Since the aare•nt h between two Cabinet 
officer• wbo are acting on behalf of the United Statee, 
you are not indtlll\1fiaa egf:ne\ loll ln the teohnloal 
aenae in which you ware tn eanified by the Defenee 
Plant corporation and the eoonetruoUon Finance 
Oorporation

1 
Bowever1 the Jar Department doea etate 

that it wil return tne identical eilYer or an e~i­
valent aaoant. !he eilver will be oloeely ,uard.ed. 
by military foro11 and the title to the ellver will 
remain aa at present. 

I aa aatiafied that you have leaal authority 
to enter into auoh an arranaeaent. Your 111thor1ty in 
thh ca.ae teHI even clearer than your authority to 
enter into the contract ~1tb tbt De!enee Plant Corpora­
tion. In view of the Attorney General'• opinion o:r 
laat apring, I believe that there ie no need to clear 
thil arrangHtnt with h18. 

tn April the President approved your making 
"free" ailver available to Gorernaent• or privately­
owned war plant• !he eoor• of that approval il 
broad eno~h to include th a arranaeaent with the 
lar-Departlltnt. 
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Trueury Dop>rtlllent 
.,~ 111llon or Monetary Re:se•.rell 

, ~~ ro t.:lr:. -ni ··nt. 1 e i nteJ""'sted 

~· I w ,_~ 1 h.,. a tt.oct.ed 1'9, o rt o.T~ 

olls.r· JOSi tion . 

IIR. WHIT!! 
Bronch 2058 · Room 214l 

/ 

• . . 
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111NChaullee)' 

llr· 1h1tA 

Tho Seoretaey 111ct>t be 1Dt.ereeted 

Rlal~c1J>I at the attached report en 

•a u. $ . Dollar Poe1t1on. 

Ill. fllltt 
Branch 205$ - Booa 214j 
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CAIWlA'S U, S. DOLLAR POSl'riON 

Di viaion ot lfonet&r7 lleaean:h 

U, 5 , TntUUI'J' Dopart.ment 

STI\ICTLY CONFID~IAL 
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Tho to1l.owin£ otucly ot C&nad& • o 1nternat.i011al tinallcial 

position waa prepand by T. 11. J(iaUer ot t he D1Yia1on ot llooet.arT 

,_,aO<Lrch. It bringa up-t.o-date the report COIIIP1•t.ed b7 the 1'r'euur7 

1aat A:n-U. 

Tho Troasuey Doport.Mnt eatiJDated 1n Jul;y that Canada will en4 

the y•ar 19112 with a gold and u. s. dollar ...,.,,_ ot »Jso-4500 

million. 'Mil CAnadian Oovemcent, honever, ie not ao opt.iD.iaUc . 

It predicta that C&nada 1a otticial ho1dinca of cold am 0. S. 

dollars at the close of th1a year will ...,unt to ;,211 cdll.ion. 

:1:8 

Carey1ng ito f orecaat forward, the Canadian Oove,_,t tenta­

tivelY ootimatea that CtNda will increase ita official U. s. dol.l.ar 

holdl.nra by &51 lllillion during the first quarter of M.xt )'ear to reach 

a t otel of $)22 million on !lArCh )1, 191.3 . 'ftleso f1curoa for tho 

firat throe montha of 191<) a"' necessarilY rough and onl;y tentative, 

because of the 1Qrea number of unknown factors 1n the picture, but 

they servo to ialicatc the probable trend. 

'""' current Can:ldinn forocaot , althaueh lese opt.Udatic than 

the Trcoauey•o eatil:latea , indicates cant1nuod iaprov...,nt 1n Cane43•a 

U. S. dollar podtion during tho next half ;y~nr or eo. The figures 

aub01ittod by the Canodinn Unistry o f Firumco allow for 1\ IIIIJdaa 

prob~b1o 1ncruaao 1n CAnada •a otricilll u. s. dollor resources durin& 

the l<lst six contha of 1942 ot $21 llilllan, wboruas the Trcl-.aUI)' 

forooaat a minimll:l prob<1bl" 1ncn.aeo during thia period ot $100 

lllillion. 
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Tho divereonce butwcon these tro ootl.matu otuno lllrccly trc~~~ 

throe sourcest 

:1:9 

Firat I "l!ydo Park• export.. Despite tho inei'OI\oe or rousl>lJ 

$500 million in U. S. Ocvarnmont contr.octa plllcod in can..dn since 

th' cc:nplotion o!' tho lbrch ! orocaat , tho Cen<ldian OovcrnDCilt rai«d 

ita cstiloatc of receipts !I'OCI thcoo contracts, fbr the Pl'riod1 July 

through Dcc..,bcr 1942, by only ;.)0 oillion. Tho u. s. Tr-.nsury, 

on the other hond, allllned tor " rise o! ~100 IOI.llion to '150 

tlllllon 11b?ve tho CMAdian Oovw-N>Ult•a oruolia ,.u...to. 'nlie 

expected incr"nac wne bns~'<l on n echedulo ot reooipts !roo U. S. 

Govol'l'l!ront eontrocta with "iar Sup;>lics, Ltd,, draTm up by tho 

Dcport<:cnt of ltunitions md Supplies "" o!' IIQ )11 19h2, nnd on a 

projection o!' tho rccunt t rend of Conado•s receipts from opocial 

mntariolc duals ~MdO with Uotols Reserve Go~rotion. 

Sccondl;r, c:>pitnl i.l!!porto troD tho United Stat<.&. The u. $. 

T"'nsury oatimllto una basad on th<. n&aumption tllat tho un"'tpcotcdly 

l nrao 1nflo,· ot capit:tl from the United Stotco to Canndn 'llhich 

occurred durin£ the tirot alx ~nths ot 19L2, l'Ould continue in 

about the .. ,.,.0 volumo durinc tho n:mnindcr 0 r this ycnr . Tho 

CnMdiM •11n1stry of Finance , on tho other hand, d1oturbcd by t!!~ 

prcpondcl'MCC in thea~ tn~J~anctiona o! banda with .. f~rcitn pny110nt 

! cftture, advisee thnt it 1o seriously cdnsiduring t nkin/l stope to rc­

duoo thic e<>pitnl inflow Md doubts thnt 1 t '0111 pcrl:d t tho intl.,. 

during tho r <'IIIAindcr o r thie :!"Ql' to r Gdch 4Q1t.hina like tho ..,.u-
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tude of tho first· aix months. Unexpected receipts hom cop1t41 im­

portn ft'l>lll tbo United Stctue, Janunry thrO\lih Jllllll 191.21 accounted 

for aJ.aoat ono-hnU ot tho ~ :rlllion diecl:'\.pancy but 'II'Con tho 

Canadinn-tortc<~et em the nctu:U chonco 1n Canada•a u . ~. dollar bc1d-

1ngs , Jnnll<lry 1 to Juno 30, 191.2. The CGnndinn Oov.mtlll)nt•s latest 

forccnat o.lloYiS for n $20 lllillion rise in CCJ>i t4l. inporta from the 

Un1-tdd Stctca, Jlll.y thrau &h Dcc:c::obcr 1942, above •b.•t the.)' expect<.-.! 

last lolarch. 

Th.1.rdl)', current U. S. dollnr oxpunditurcs nRi roc.,ipta. ~ 

'With eopit<ll tronsact1ona, the U. s. Tr.481lr)' <~St>llll..d thnt tho CGnad14n 

(bveMUOCnt ' • Unrch t orocut t o r the lest aix mnths of 191.2, overs toted 

Conada•s nooda for u. S. doll<lrs on current account , out side the H)'do 

Park Agreement, b)' roughl)' tho s:uno MDunt ne the companion cstinnto 

for tho f i ret s ix months hnd done- that 1a, overstated thc'lll by 

640 million. The CGnnd14n Qov.;l'lllJUnt, howev<r, now ploeca ita de­

ficit of u. s . dollora tor tlOoda and aorviccs , July throll8b Deccmbor 

191.21 at a figw-e $10 lllillion higher than 1t did l ast Jlnrch. 

K. D. llhito1 
Director of Division of 

llonctar; ~e""""h 
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Tho Cnnndian l'iniotry ot F:lnrmco on July 27 , 1942, ~tted 

a """'orllll<llln to U>e u. s. Tre!LSUJY llh~ch contains both a rocon­

ciUP.tion ot t ho Rctulll with tbe Canadt!m-torecaat ch"""' in 

c ... rd•' • u. s . clolll\r position, Janu•ry l to Jlme )0, l9Q, """' a 

rovtsod estl.Mte ot Cen11ds 1a u. s . doll~r expendit ures and receipta 

to r t ho nine months end1hi J:..rcll )1, '19.4~. This doc,.,.nt haa P"""' 

vidod tho dAU. necessary tor tile &rt.alell ,..,..hioa ot tile 'l're8WI7'• 

stuey or CM/'~n • a tJ. s. dollllr poeition •hi ch is eet lbrth 1n tile 

following pogeo. FiSUNII ueod Are expreoood in tome or u. s. doll .... 

unlaaa othol'riao indtonted. 

ccntrlll")' tc t ho Conl'dian O<msnmont'a torec••'- last lf8M, 

C""lld.a' s otticiol gold and U, S. c!lollor NSOMIOII hSYe inoJ'Ieaad 80 

for da. 1942, trOI"I 11M "1111ll1on on Jm118111 to 8:244 aillion on 

July l. ( Dot aila ot C...lld.a• e boldine8 ot u. &. •dollar oxchanp 

esaut a nro g1 ven 'ln Sootion n , PP• l -10. ) 

This !1\vorllble trond 1e ""'""!tod to conti11110 at l oaat throuel> 

the ;{,!J"St quarter or ·194). Tho! oworont C1111adi1111 OoYO....nt forecast 

indfCntos n turthor rtoao in ottichl C!lnadi.., l"ld •nd U. S. dollar 

holdinga or lP:l l'rl.llion , or to :)271 million, liT Decor:>bor .n., l9Q, 

Md or 1111 llddi tionnl !'51 a1ll1on, or to ~322 llilllcn , liT tho oloao 

o! l!aroh 31, 194) . 
<T• .' .. .. . 0 

• 

· Those ~ted acorutions or .;:n cd.llion Gnd :)51 nillion, ru­

pecthoQ-, repNeent ~ ~c1p..ted bllll\nce of u, s. dollllr 1nptQ'­

oonts tc be Cl8do tc GaMda durina eoch of t llou tao porioda. '!bia 

W11nc o 1o cloriY<)d h<oa tllo ~tea ohown on tllo noxt P"'"• 

, 

22 
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n. CMA!Il14 U. Sl IXI.Wl Aa1n I'IIIJ'riCII .. 
A. !Q!t1ri!l• nM:ws btl:d. !It U. C!t!!thn 9oft~ .., 

,.u ~ ~s~;:.;.~ ~.:. oo .. ~ loo1d GZ.u .S.Uidol ., 

( (Kllll ... v. s. ,, 

O>l.d, ••• 0 0 ••••••• 0 ••• • : • ••• 0 0 us 
O. 5 . dollu bollllCta • 1•• ., •• ,. . . . :z.L 

a. Ot.bn c.tM.t~n. &a • 
.. a:cits 1e the U'l!.t'ld. Stat.e1 

In adcl1 t1on to t.heee • t 
0o"tr1'111Mnt, tlnedl&n tndivi: ttohl • rtserves held bT tho binion 
rou¥hJ.:t IJ?'::I -.tllion ot u 3 tala ,Md conouna hold • tottl 'Ot 

• • Uteta. "!"t I.N CC!IIp'r'Ued ott 

'i>n (~llllano v. s. ~) 
•ate o. s. dollar b 

• 0 . S, •otctu1.Uet &lane••· • 
D1 r.ct hlTtst..,ni;. i • . • •. •. • .. • 

.q tr • .s. 0 •• 0. 

~~ ............ . 
• • • • • 0 •• 0 

1?0 
~50 

2l2 

M•• .. Ji !!t.ab&l;;.:z• .- ,_ t~ ot ~?0 
a1111on for •• an 10 th1.a OCMII\r7 11 127 lllWce 
~ u- •Joo -• ,....... 1o a. s. TreUW7 c.pl\11 _ .. 

4At-t, - *1Ah 1\ lA -· - c s. ~-~ •• -- tor \he -· n bed to ;&- 111o loo1•ia> ..... , ia 
so-c"'ll•d erortt.ct..l• ttll411, ot t.h;, .site ott.~~,.,..,. 
lz.chqG Con\r'Ol Bo"~· ~dhn ~r1Yet.e• h:Dda 1A t.b• ._ tort '*rel ~"U"t DS,ttrtct. tot.&lll'd $113 JiUl.ion on Jul.7 l, 1942, .,.. 
CM.Idicn •prtYot.o• .S.podtl oot.dde tt. Wn Tor'.: l'ecteN1 Alterft 
na•nct ~., .... ~ ailllon .., ~ . 1, 1w.a, \ho 1 .... , dno 
r or 11h1ch .a luw df'l.'\.1. t 

' . In t.h• opin~on ot Ce!ldiM OoYol"'ttlla:nt. otttchll, t.htto prl• 
Ynto balMOOI .ro o, t atnt.a. wonrtns lovol.s and a.ro, tM!Ntore, 
unnvoll<lb1o I<> \lid CM•dltm Qoq..,..ljt . t1>o7 ootfu•• tho\ 
CnnftcU.t':'l'l lnd.hidi.hl.t t'n4 oonoorna ot)i)r tl\on b«<t:t 11nd 1niW""not 
eoarpanba , hold 020 lfdllion ot tl. S, dollar 'blllMOOO ftl'ld t.h4y &11\11101 
tor p1.lf"p080I ot torooMttnc ,C4nad.o1t 'Q! s. doUtJr potitlqn, t.h.ot tho 
.sua ot thou b1lanooa doo• ftOt. vur owo~ U...~ tho r.o­
a"indor ot t.ho C>Mdi,n.ocwnod ttll'lda 1n tM u;.lted Stato1 ,Aro hold 
by CeMdien ftnf'J\chl inDt U\ltlons .;gllin.st thalr 0. s. dolln u ... 
bU1U .;I . 

~JI ill t.bo lftCKI.nt. ot !tpr1•d.C• C...~~!Ml b.al.tmOII bold 1n 
t.ho UMt.cd S\11'"""' e1.noo the out.bN.t or t""'....r1 u r8J!OrWd 1n u. s. 

• ~'liW')' ctpitftl 110\ICWiftta d.:lt.a, 3N abalm 'bc1otf OD P• 9. 

t'J, S. e.xc.rtt.toa, 1'bol oatialrt.e of' 12» m.utca tor Cenad!-.. 
h..ald ti. i. i010'\U'l£lu le t biJ CGI'It'd14m f1(t1N ~ for DK 
•W•. b J'inin.t'J' ot PS.nanac u tta• t...":!:, on t.be bMil of a oc:o-. 
pulsory ro11tt.ratton 11. tho bectnntnc of tho 1PU"1 Wt <*lM.t.an 

· roaid..;nt.<J, ot.hor t.bron bcnka met inaurance 0011pM1N1 Mld <$HO 
mUUon ot u. S. 100urttto1 u ot Itooabor )11 1940. It Olt1a~tt.tl 
turt.h!M" thAt. durira tho tou.tn1 yon md a bill, ChMd:iane •old 
th? n111lon o t privatol,J-hol4 u. s. dollt1r uaat.a. Of t.hla -.oW~t, 
tecordine: to dlita publhhod b7 tho Dom1n1oo Bur\'ta'O ot S\IUttiu, 
t .aoth!fti o•or '120 m1Won l"''J)N-sonta: not a11l01 or o. ~. ••ourlt.ht . 
'l'bie 11 '1laolt. \dO million ~awor th.e.n t.ho not oowur10nt thown in 
U, s, "trj uw-y Oflpi.hl raov.:,.Mota t1auros. 

In 1441Uon, CMAcliM 11Uur.r.nce cor.;:psntoo hold. about ~ao 
Oilllon !WI CMMt..n brnlce about 140 llillion ot tr. s. •oc\11"1t.itl . 
'l'h.l•o ttcur.)• 1\ro f\1 rutntttod to loW by tl'lo c.tlMd1M OOY.,rft:alllnt ~nd 
f'Cncot tho poait.1on of tboao 1ntt1tut.1or.s aa o.t Sopt~r )0 and 
Ooc~r )1, 1940, N~tl .. l.y. 1'hcuw are t.bit b-t4at. dtrt.6a for 
tl!\lch '.,;) bi\WO Wom-lt\1CI'!. n 11 bello.::d, bowo'n:r, that Ullin 
b.,. oot bocft 1tG.'1 "'*'ttonU<"l chrap 1n t ba ~pt.o liM ot tho-to 
holdinp l'lnco t.bo l Jtt.tor ~rt of 1940 • 
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- .,.,_... OO'IO,._t., •• the -· ol - · bo14 o. s. dollU" ..-.... 1"MMOII''M to~ 8261=e1p1ce, • foll01111' 

(lCUU008 u. s. 
Gold ................ .. . .. : .. .. . .. . .... m 
v. s. ~lliU' bll~~ •••• • • • •••• • ••••••• .. 

81 JM\1Ar')' l t 19.41, 111 a roa\llt ot 1ts roquidtiMdr.nc tU6 
lllillion of prhl'lt.o CIM\U.M bflltlnoca hol d 1n the 11\ltod 'S\-,t;t, ' 
t ho CnlU41l\n Oow1'1'!1Wnt1a holdinca of gold md. v. s. dolliU't b.W 
rison t69 aill1on, or t.o " tot.ol of '$:))0 million. !be•• b014ln.p 
wro Cot1Pr11ocl 0!1 

Oold ••••••••••••• 0 •••••••••••••••••••• 

u. $ . dollar b~oea •. . . ... .. . ..•.•.• 

Cl:illiOOI v. s. G) 

1)6 . · 
194 

DID p•r 1941 ,, the hOf;YWet- cl.m1n oo C"D1'41'e 0'. S. 40ll1T 
t'OIOQI'CU linot the OI.JtbN:ak of l.l» ~, ~ Clln.\dUn 00 .. ~ 
~ld no ao14 ovt- ot it.a rosorw• dttrlft& U. pv, blat. Mi. CMad.l11 
cletici .. ot o. s. doll.,.. 1!7' - doom 11.o b>lort- 1t1 u. 
U'li\4d.SVt\441. 1ba1 f ill t'ra ~94 cUlleD on .fi!I:IWU7' l, l"lL!'O 
3~ .UU.on tt. tho olo11 of t.he 7CU'. ~~WlT hall, or' ..,, 
Di.Uion1 of thll dooU.ne in C~Dd~'• ott1c1al o. 3. doUv bs~ll 
•-• •f'OOO'I'IINd. durtnc t.be tint six aont.M at 1942. !hie NOOWf'7 
Nntc'\.td pl"'lluril1 n Nricod iqn'o~ 1.n Cau!ldt~11' O,• S. 4oUM" 
poeition, but. $jl.l aUlion of tho increuo .. , ctv.e to thll talt of 
cold troa t.bo OOY\tmoont.'• roeon~•· To th1tl oxt.ent, tho tnor) ... 
in orttci dl bl'lloncoe to !&r in 1942 Np~tonts onol)* tt cblln,. in 
tt. ooapottt-1on ot, Md not. a not. ~t4d1ttm to, ~ho Onaldltn holc!oo 
1ti,CI ot Uq\iid U, S, 'lio),ll\r MilOt#. ~ 

: . .. . 
l'n !ldeliticn to ~ NCNction ot 01.-'13 ed.ll1on 1n the MO\m\ 

ot Uquld 0 . s. doUar., roiOUl"COS ~~ltJ' to Ulo Dominion OD'Nm­
aont, a'\1\ad.tan tndhfd'u.ll6 end concozi'lli' eold a Wt.Jll: ot ~ 
;Ul.Uon o.t o . ~. toc\IH.t-UI:s and othe-r tJ, S. M.tut.l durln& tha 
poriod, --""· 15, 19)9 to """" )0, 19<2, brinc1nt \l\0 tout deol.t.n:a ~ Oanada1 e u. s. dollAr uset-5 ei.Oeo tbe w\bN-.U ot 
• • r to ~)2lllill.ton. 1M clrUn ~~~con .. ot ~t.• 
11 tum_'U1.Mct 1n tho t.'\blo b.W:Jwa 
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Ooo,.._ C-l or ID......, .u. c....s.•• llo14111P or Q. s. l!Ollv 
.UNto, ~T U, 191J an-p ~ )0, 1~ 

~· 15, l."»- Jc. Uln Jot>. tbJ'II 
' """· )1 . 1~ Doo. 1941. ,.... 1942" 

(Jiilliorw U. S. C) 

Oold ••••• • •••••••• 

•Ottlcill• o.s. 
•11ar baliROtt. 

?ri .... te• u.s. 
balii'IOtlo ••• 0 000 

Banke •• ~., •••• , 

Ind1YS.dul\la and 
oonctmt •• ,,,. 

O.S. aecurlt.t .. and 

- 26 

o~.r U.3. Nitta. ·· .: st 

ToW d:Nin 011 

~·· u.s. 
clollu .......... 

-u -eo 

6) 

19)9 
""""Spt. 15 ...... .. 

Doc. :n ....... . 
1900 --rr.ur. )1 ••••• • •• 

"""" )0 ...... .. 

-· )0 ....... . Doc. :n ...... .. 
1941 

J!.r. )1. 0 0 ••••• 

June )0 •••••••• 
S.pt. )0 .. : ..... 
Dec. )0 •••••• ,. 

19,2 .\ 
-v""e.r. )1 •••••••• 

June 30··:··,·· 

- 9 -

c.enad1an "otttct.&l.J 
tunda 1n u. s. (01 
...,. ... 0<1 by tl>o 

CN\14111l OovemMnt) 

---~ ... IIO.Io t.au.a. c .. ....,.......~.~~ 
o~s. !ftMD.17' UM oD 

MI!Nit. "f'O"'lJ\1 d~OI) 
Otricid fiiMi, 1 

bel4 tor , 
account ot t Pri .. t.t 

.~-------n~ ~ r~ Miliionl 'b. S. ! ) 

194 

l4l 
U9 
1.22 

S2 

104 
119 

l2·· ·. 
59 ' • 

4)• 
88 

177 
1'20 •• 

, . 
2?4 • 
v.s 

,, 201 
171 

··{: 
107 ••• u 16) .. 

88 lJ/1 
89 U6 
2S ~ 

74 
92 

188 
196 

Wi\h t.bt poat1blt noept.ioo ot t,bf,tt,pra f'tPCI'I"t.e4 ln O. s. 
'freasu.ry data tor J~ )0, 1940, •thj tbo'f'lt t1.p!W dO not. 1nol\ide 
<Wpooito llo14 by th4 Coollll ... . Oo .. """"t,-.111> .. l""'rol -
a.nt ot Jfew York tor t.M aeooorrt. 'o't h'WJC41· !ht,. ~11\t N"' 
Pl"tMnt rtptp.tnie ot tdYmCet b7 ~ 1SJ1.UP to \N PNoob OD 
"'-nch cootracr\.1 t*• oqr tn' :rliM 19LO. 1'be hnd• 110 held. 'tlr t.be 
Clnldlan OO'f't...-.nt. ro .. tna :.ss .U.UOD co s.pt..ber ~~ 1940, 
to ~) .UUon at. t.M oloM ot Jf&7 1941. lo r.....,wote ba" elnce -..-. 

• 
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rbcreaeo in 
"o t'tioial• 
U. S . dollnr 

S•lo of ot hor 
CIJilMi.M U.3. 
dollu UIOtt 

Hot. inoNa,o 1n 
0MMa1 a U. s. 
dollor u.aota 

(J:lllloM 0. s. >) _____ _ 

1942 
~- S..pt ........ 16 7 

Oc\. - l))o •• 0 •••••• !! 2 
toul, Jul7 _ 
lloo. 1~L~ ....... n 1.4 

~-- r"········· ~ ~ 
ToW, Jill¥ 1?42-
"""· 1~) ••••••• 

fehd. ot 
~- 19~ . ... , ........... . ......... . . 

Uoo. 1942., ........... : .... : .... .. 

Hlltcll 194) •• 0 •••• 0 ... .. 
..... • .. ,. ••• 0 ••• 

9. 
..i 

· ~ 

(~HUonoiU, S1 lll 

- u - -

n1. W.IIIA'S -- o. a. DC&Z.III 

Tlw ~..uen l~in1a1.ry ot Pinanea ntiaa\ee t~, ..,.t. tr. -rt.· - ......... .. u.. 1170• f&l'k Doolfr•'l .. on4 h'OII o,t1M 
ot MW1y....-ine4 plcl, Ctnlo4U. will need, JulJ· ~ DM~ 19421 
0)9) aiUi.on of U. S. dOllUI to oa.nr itt O, 8 . 4ollU' de.t1o1~ 
on cUJ'ftnt. aoco\V'It and to ... t u turt.a.c oblA.,.Uoai: Ml&..lA ~ 
c.o\ll'lt.ry. u • .s ... dollu •~ndituree, tor. &QOda.~ af1"11.c•• '" 
pheod at 0762 a1ll1on tor tbl· t~f.»..IInth· poriod and u. s. doll.lt" 
roce1pU On oW"t'tnt. account, oxcl\Uti.ft ot ftrd• .Pa.rtt ~ eel 
now).roa1Md wo14 ttl"• at ~!)· aillion, lerrinc en NOt .. ot 
~tol on 0\U"Nftt accO'W"'t of ~):)') ldlUoo. c.pt.c..l Npqtiiiii\W 
ond ~ru ot u.s. IOoclo 1erw!-:Wu~ 1lliiW4 n..-~ 
t.ranat•r to Cead.a vnder U\1 ft1da h.rt ~nt n.1.M Uw , .., 
tillate4 .. til Cor ,._ porio4 to (.)9) c1U<Ia. 

--~· ... l.u\.0. u- .... "' .... Coa..U. --for the fun. ..,.wr or 194) • ..,.. ct e:xpect.e4 o. s. dOUII' ..,.. 
tl.clt. OD C\tl'ftft't. .eooarzt, qUA .-1-.lq ol fb"de '-* upcr\e 
ono1 1"14 ulu, ol 0152 .UU011. ~ ·~t,1Mt.od ~ ol o. s . aoo4t l.Oftd;..l.eued to U. Ollt.ed ~dea for t.nul•l' t.o 
Conada on4 -ot.od copitol _ .. to ..,. 01Ut.od- .. 
thb ~ brine• u. wt.a1 of .cm.la'e o. s. dollar'*"" t.r u.. nnt q ....... r or 19L) .. ~'U 111.1,U<m • • ~ wicipttocl ..u 
Oocline tor t.b11 \h~t.h pl'rlo4 below t.bo l•ftl oC the p,.._. 
eedin& 11Jc. .on\.N , ... to bo laJ'&817 •-~ OM-I"''IOlpt.l 
are e:cpoo;Wd t.o fall but o*otA~~ 110~.80• 

'J'bO t.ablo bolow Jiw• 1.n •~'1'1 ton t.M Cln""'ac ~wm­
-ont.' • eet.lJD"t..~~ ·,r Clftacl~' • nood.l for u.s. dollar., ..mclutivt 
ot OJCPOrta un40r t.ho ~do PN'~ AcN,..nt. ~t.nd ul.,.. ot "'"'lt• 
minod sold, tor .,.. nl.no-nt.ll s»riod, J~ 19~ tJoro1icb }jaroh i9L). 

r 
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.. ,.5. tlolhr ~= 1 "bU'ea on ~\ 
ei!! 

1. ~w ~ CCMda t.o u.s. tor • ..-. ob"'ctl•• 1.lripOrt.e •••••••••••••••••••• 

2. _,. by c....cs. to u.s. on 
tt~o.• aeCOW'lt ••••••••••••••••••••• 

). PIQ'IMnte ot u.s. dollan b7 Cllnad.& 
t.0 non-Bterltna ar.u ou::wio. 
~.~ ...... ..... ········ .............. . . 

fOtU. U,S, doU.nr Uf"'M4.1t.W"IIo •• 

a. u.s. Dollar R~tet• oft ~nt 
~ 

1. Rto•lf'W by Clln.oda troa t .s. tor 
•rcMndiee uporta (e::cludin& 
''~ ,.,rtc• end cold._,....); ...... 

2. ,_..olpu by O..ada c.- u.s .... 
MMe. eeeount ••••••••••••••• ,: ••• 

) . Jt.actd.pu of v.s. doll.us b)' Cln.ada 
hoa nan-.st.rUnc U'eaa out:dcte 
'!·'········· ········1: ........ ..... 

'· Set. l"'Ce\pt.t or o.s. doUAn rrc. 
Ntwfoancllend.., ••• .' ••••••••••• , ••• ,, 

!bt..al tr.s. dollar- r.c•ipts ..... . . 
C: .. U.S. doller dtftoit on c~t !Iecount 

txol\lfi~ or •fb'c» Pnrlc•' export 4 
nwl .ca1ned 

11 
"" '1 gold ••• ••• •••• ••••••••••• 

o. Bond •otturitltt Md ot.ber c4pi tAl ,.._ 
~·to v.s ....•.... o ........ .... 

J. ~ ... or cooolo c.- u.s. :t.od-1MHd 
t.o u.r. and tran.tel'T'td to CM,q 
p!U'IW~nt. to .... "'tJde Part• •......! 
.nt. ••••• o••········· ................ 

To•Al O..!. dollar _, or c..,..t., 

Jol:t- J11n.- 'l'ot.l -
Doo. IWoh 9-u. 

~~~.s.tl 

m 249 ?8:1 

2U ' 86 ll9'l 

... 
...!! ..:.! · ..3! 
76/l Jl,) 1,105 
•• ' 

260 126 )116 

112 4? IJ9 

)2 u " 
..!2 -1. ~ 

ru 'ill ~ 

);19 1S2 491 

1J s 18 

..!! ...!! .l2 
;19) 17S s68 

- lJ -

1be ~~ -- tftilabl• 10 u. C.0.141e ouwu-n\ \o 
a3t.UJ) Clfttld"l1a OH4M tor U. 5. doU.U. dur1.:na U. next Dine 
aoat.N U"t ditc.:t .... bel.oe 1ft SMtiaaa: n Coo 'filt 1ooluhw. 'I'M 
~ .. 1¥ r~ ,. .. .;. - to a Ma1lad _..,_ 
ot the --'1'1 •Ua'\W. p._ Uoft ol c..ada'l •· s. dDUU" ...,...u•""'• ...S -pta, t~ tor tilt podol, h)¥~ 
o.e-r 1942, lnd - for - tin~ ........ ot 194). .lo 1n -
prococlioil --· U. ~att.at.oa rill bo -"" wtUo l'ft<'l­Cto>~ to .... aau "' .. a aa wit.h t.bo octoal fia- r-- to 
tbo 1'J"'UU1'7 tor pu' peri-od.a. 

(111ll1ona u. s. ~) 
I 

I 
l'l• u. S. DollAr li!:p!ndit.ur•• on Cu.rrant Ac:powtt 

1. PJ\!IIOI'It.a by C!llacla to U, S. tor l!lo:Uoch&rxt1tct iaport• 

"• J)leort.e tof' d!rec\ ••r porpoeH •••••• , , ••••••••• o ••• o. 26S 

1. ror ac~ at Cl:n&d.a. ••• • ••• • •• ••••• ••• • • • • U) 

tb11 rs..r» ie buM upoo e.tt.-tJset.M 
- by tho ~r,.,.-t ot -tlou --1¥. tl u uoluh• ot U.. co .. ot 
troipl. to t.bo C>nad1AD border, _ .. b 
•••t.ot.o4 by u. c.- l!lldalr7 ot 
Pln~e• to _,zt to !"'QCbl1 31S aUllon 
....-~ ..... 

In add:lt.i«< to t.ht abow, t.~ Cml'dl.M 
OO...JTNnt. •J:PtCt.a t.o recei?t, Jul7 tl.'lrCNCb 
-· 1942, W. oUlllon ot &oocle ~ leA•~ 'oy t.h• Unit.~ St.4t.N to the Q:)ited .. 
K~doll tor t.r-~not•r to-GI'lftf'ld~t. · The-~ 
hew bean U.olud'ad' beloW 'Iii U. -\abtal.otion 
of t.M .tCtot ot HJ6t !'art:. if«''e11ct1one VPOO 
CMadl'l 1e U. S. doU.ar poaiU~. (See S.ot.1c. 
VJ,) • 

C<ola4,WI ~ ..... ot ... "*" t- -
Un1W4 SUt.ee tor C4MIIA1 • 011n accowat )l.aw 
1'1ae"n atedlJ' aince t.be out.brt* ol wv. 
T» ebo.-. t.U...Y or 1'32) a1U1on tor i.b1 
MOoad halt ot lW-2 ...-a a c-Cftt.itl~ 
ot t.hla ~ ,,_ tl!!• n,.... 1o 1 ~ 

odll ... ~hu -·-"'tal ot •cbl.ol ­poncllwroo- ~orc.a.-.do.oa W. - · .J•OU'J t.hro_. Jww lW, wbicb in t.an1 

-- by f,)$ odlllOD - ·-_ .. "*'' ror lh1a .,..._ ~ oacb ot 111o 
two 1'"- ou.-tlt poriodo. 
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O!iW- '· s. ~) 
"SO tU ttt 194-f, bow'"r, ~""!'ttct1ttft 

-d•tt ... M,. not - tulrllled. 
C,Md141'l •xptndt tww tor war il:porb frat. 
u.. 11a1~ ~o~~t4tt on ~n"dJ!ts CMl ~toeO'IIftt, 
J>n••rr .. ,..lh JODI 1942) to11"(~_oill1on 
short. of thl! 11t10\lnt toreoilst by tho Clll'l,._ 
dian Oo-.omntf'lt lt!lt. lftlroti, thit dia­
croJ)NJcy 1t Nntot.td in ~ht ru., atllton 
reduct.ton tn the J"'Ctnt. fol"'ei!;St rec•t.vM 
tor the curNn., 1b""110nt.h perlod. 

' ' 

10? 

- IJ-

(l!llll<>no 0. s. ~> 

roporto4- .. Ulh ..- _ , 
t.bo llitt .u -.rtt. o( 1941. ~ 
Cm!'lditm ~w. ol t.twH _....n.w.w, 
'fl'hich bl"'ft Men e ub•:U.tM to \M TNIWUTt 
hltY'e pl'O"'8d to bo N"'If'i;ftbl7 100\lft\o, 

,..a prlnc1plll cato~ti~• ot W14 pro­
duct.• oowred by thll ottiallt.cld expondl­
tuNI (1ncl.twliJIG f )4 n1Ulofl tor froiaht) 
on ~ ace~ tor 1942, I'IN -"' tollowtt 

tul1tor,r oohicl.................... 125 
l.rio....rt........................... :lO 
, •• <MM t.oolo ..s oqlli-\.. .. .. • • 18 
-~ ......... : ................... 11 -.............................. " 

Ut. J'tlr aef!0\1Ilt. of !JM"" S•l1••, t.t4, • • .. • • • • • • .. » 
n. th.rw-fOU QPIIfttlDtl ot UU.• ••­

t.ial'\e on;r. ~~ OM ll.lb.ttt.e4 1111~ •Kiu'ol'l ror 
t.he ,,.. per1od nneot.t the thJrP 1Mteue, 
which bAI ooou.rn4 d\lf'1na l'H*I'It .ont.ha , 1rt 
the 'fllllue oi u. s. Oo .. ,.,...nt o*n plaoK 
wU.h ~i"r Suppllt11 Ltd, U ~10 np"Nota 
" .,,. ree1~1o appnitll. of the ~t. ot 
o. s. _. ... roqutrod to ttll tho"' 
order. • 

• ..ctoal expend.l.tVM, Jlft~ t.tuo..p 
Jme 1942, ..,... Moe •• Jd«h 1111 t.he ~ 
d1"" O>ft1"88fft. .. t.WWd lA March t.bq 
wot.Ws M , or 019 .u1.ion u ecal.nft \M u., 
eet.iaAt.td ~ aillioa. '1M cwnc\ IONC.U\. 
tor o1U17 t.hJ'otlth ~ 1942, •.Uon tor 
roulh!T t.bt aeme incrtAM in lllb110lu.te t.enaa 
'" occv.rrod, Jenl.i"l'Y throuab J\lr\.1 1942 owr 
the pr•'Wiou. alx-ent.b perSod. 

TttU u ... ta inol.\ldtd htrt tor the alike 
ot ac¢1#*07 and cc.p:L.tentllto Ii. npr;tt~t.e. 
,. d.rnin Oft CmaU'• u. s. 6oU11:r r.eoureee in 
the ~rt period, which drfllift, u 1ri t.he ease 
ot u. CWT8'lt. M.lt ,._,, ~ no\ be ottMt 

du'1AC t.bl ••• l.ftt;rnl ot U. b7 r.eelpt.l 
,...._ export.~ i.Doorpore.tinc w eqv:~.·~~~t. 

nl• ot v .. s. c~t.l· fbt 14& ~ 
upeftCU.nr. tor \.bM4 OOIIII)OnM\e md 1'9-' 

ce1pt.• troa IIQOI't4 s:n tM prodUD'\loe ot 
\ltd.ch t hq b.ne b:Jeft · .. " • W4;e\bd wUb 
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(M\WOOI U.S. •J 
u.. nuct.-.~.e~~» Sn u.. ..,..an\ or 
Celtdi& p~ OD V. S. taeOO-', 
..... lid• .-.. ot bano:ll1Ai -
Oll;pW!dil.\\11' ... t.ba pre.f•f"'bl• ON'o The 
at tem111t.ho 11 to .,;M.raot U. nlv. ot 
:t. s. ~u as.Jd. tra~~ thol ruu or 
8Jdo Put: exporta, atld \0 I.Jt. UN realillt.­
tna f'1ct.u't; or u. nn .rtOct. or ttrct• p,rtc 
tnntltet.icnt on CmPd~•o o. s . dollor 
potlt;ion l!.;ainst. f:madata Mod for 0. l o 
doU..rt, oxcluA..-o ot OQon41t.\1J'O.f 111\dt 
on b..tb'tlt ot tr1r Suppl.ha, L\d. 

268 

- ~7_ -

(law- u. a. l•l 

... 
• ~ tr;;:S"6t;jt4 or Cea.l\~fln ~ndituro~• • 

in t.M 1)nlt<~d StetJe on &i.ll'CMndili9. ee_c,qunt.t, 
JMUJ'ol")' 1 1 14)41 thf'O\Ictb )~1\l'Ch 'Jl, 1942:, 1\1 
Nportod 1n tho Cen~M ~.t. .w-it~ 
to tho tNNnary on Jul1" 'rl, ,11 :,J.o6 e1U1on 
~r \.hi'Q ' tho V'\bO ot iq)ortl tl'OI!I tho . 
v.d,Wd Stlllt\1:1 I'll abown in tho C-'IIU!ctim ottic11'11 
,.,.. fil.'\&Ne· . !bo di.tt~..r:~t.e.• 
~Mijt.&awont or u..- )..ott.-..;r t1~· to u:olwlo 
1JII)OtW not p'\id to'f' by Cml'dA ... ...n 111 t.o 
ooJ"NNt tor 'tho 111rU.t1ci.d OT·.U"'·..-.ltJ.Itioa ot 
t.b. bv1o c~ d.'lt...'\. 

2. P?;P!!\.1 by tan.u to D. s. on urrlco ~ 

It, ~tore of 1nt:trefl.. ~h!.doods ond. pJ"'tU4· • •• 

1MAI h t.h ~ t _, "I tbe IWO"'I!!t. .-.eport4ocl 
by toM c~~.n.tt,_, OO'tfilrrao'nt tor oh&l.7 ~ 
Doo-r 1901. Xt tncllodot ~ oiUI.on to<r 
1nt..-rott. p1J7110nt.a and r6o .UUan 'for t:r~•­
l t N of dl.S.Mnd.a end: profit.. 

wnr. 

b. to•rt.at. lind t,.....tl exp:!Ddit.~. • • ••••••••• •• ••• 

1'b.1a t.• b.iea tho lewl cJ C.IIU!dlea 
t.owi.at. ~\.\\1\111 ill tM,Otdt<Jd. sti!C4e 

7 

30 
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(l:illiollll o. 8, I) 

durinC ilr.F pf'St 7G 'lT • It J'IJPI'OI!Ontlr rdO-
oNUG. ot:6o percent on tho b~sts ot "1940 
fi11uros ond of SO p-lroant, ~o c;ompl\l'll<! t~ 
1939. ,. ·' 

ThO lhlU'P drop in Connd1M tourist 
oxp.mdi twvs in the Un1tod 3tntes since the t 
first yullr ot thol w~r i,ndicatus th? aevor11¥ 
ot tho reat.r1c:t1ona ialposod tv tl'li\ Dordnion 
Gownr10nt upon Canndi.oo tmw1 AbroP.d. :r. S , 
dollnr expond1 tur.-:>s tor tra'ftl1 :u-o~ pen:dt ted 
only t or oseontiol health, buainoss or edu­
c~tional purpoaJa, The Clln11dinn ldnistor 
of Finnnoo in his budaot spooch of Juno 2) , 
1942, ustimatod that those trAvu1 restrictions 
hnd eavod C.onndn wvl1 ovvr $100 million o'f 
U. s . dol1r.r axchllf1GO since they wore imposed 
nlllloat two yeani "JO• Ho stnt\ld thnt no re-
1nx,tiona wore cont:JI'IP1nWd by tho Dominion 
Gov.~~nt duril1!l too foroaoo'lble futuro. 

e. Exponditurca for fr·Jiaht sorvioea.... . . .. ... ... •. 70 

This tigUN is nloost hnlf r.glrl.n flS high 
ns tho estimAte submitt11d ;Lnst lfnl;'Ch. It 
nssumvs 1 rise of one-fourth, or ~~5 million, 
ovor tho al!lount actunlly a pont in tru United 
St, tos on shippin;; c~vcos , Jnnur rJ throuGh 
JWlol 1942. '!'his forcc~.st incNA~'l r .. nccts 
pruslll:l:lbly both tho rise in u. S. frait;ht 
r~toa which -:ms authorizod lAst spring and 
tho Cm'l~di11n-:mticipated chan.lo i n tho cOD­
position of mcrchnndiso 1oporta from the 
lln1 t Gd St•t IS; ~aMdion axp..ndi turus for 
1opo~s from 'J, S . Pro oxpootod tQ inoro:tso 

1 July thron,Jh J)ocembor. owr Jl\llunry through 
Jun~ 1942, by only M million moro thPn are 
0AM<il. nn p':cyn!ents to U, 5 , for f.,ight md 
shipping SurviCds, 

If th 1 current forocnst of "125 111.11 i1>n 
for t ho yaor 1942 is rccl.izod, than C!ll'lndo' s · 
lXJXIIldit.\I.Na in t~ Unitud Stat..la tor freight 

sorvico)a in 1942 will b.! o'fQr tnco as hieh 
~~~ thoy Wure in 19)9 and throe-fittha P(llrl.n 
~s high AS in 1940, 

. . . . . . .. .. 

• tl 

.d 
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( )Hll t ona c. 8. ~) 

.. 
Freiabt pld.d bt Caned& on u. s. a­

poll«lt.a used ln the pi"Oduotioft or ~· 
P.ark Uportl 11 lna1wlecl ln \he· ebo'WW 
figures ' the cun-ent eetU.te tor hrilht 
expenditures on these &ooda dliz1.nc t .. 
year 1942 U. ;\I.J aillion. . . 

d. ~ndit.vu for other aent.cea mel llia-
c;r aneous inco. on C\ll"'nt1lt· account..... . ..... ... )0 

This lisure covera o~nts !6r b1:atnesa ' . and prqtesaional services, rents, ~alti~a, 
current. expendi turea o! CanAdian dl.plcmatic 

.. ~P~~~!l~!l~~~s, and famt.l;r ind' 'chiiJ'Ch. re- . 
mit tan cas. ' · ·· · · "' · " 

.. This 1a t hll rate. at which thOse 'e~ 
pendi turea hue bean running since the turn 
o! th" yee:r. It Npreaente llli i:ncl'Ouo of 
one-third abo1fo the level reported b7 tho 
Canadian Oovem~~ant for 1941 .. ·· 

l'ot.:l.. piQ'!II!Inta by Cmacla ~ U. s. en· ·• 
. serY!ce account .. · ..••••.•• : . •.•••.•..• • ••••• . . 

· · · 'l'he nxpeot..ld incrosso iTI' illtereat 'lind 
dividend trans!ora and in shipptn& ceite 

. acco\Dit for the current foroo .. t riSe of 023 
· mUlion in ·thoee expenditurda owr· the -.Wit 
reported for t he first six 110ntha ot ' l91.2. · 
If this forecast proves to oo accur.ato, 
Canaliian oxpOilditurea· on th .. so· ita.· will 
~tal ~399 !Oil lion in .1942, or l)SO ail11on 
more 'Ulan ln 1~1. Thill' r iso r-"n,cta antici­
pat:Jd incr'oeao in 'expend!. tll1'3a oh fr31ght and 
m1scallti!Moua iteaa. · • ·" ' 

'l'besa expund!. tUNS .tN ~et ll'lltirel;y for aor­
chaodiae illlporte . They haw boen falling ateedily 
since tb& outl>rva,._ ot tb8 war· fmd durill& the re­
uindar or 1942 are expect<iil to be nt h h-.ol. f"01111\l y 
onq one-hill ae high "" a ;roar alirli.- 11nd 'OilJ.T 
two-thirde ~~~ high na during tha tirat lix 101ontha 
of 1942. ' ' ' , 

•Ill 

• 

• 

211 

18 
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( )(!llioM 0. S. I) 
• 

I ' 

Of the ~19 aUllon ot U. s. dollar' eX" 
ponditurea repo~ made by Cl)nada outAide the 
United s t otes in 1941, ~. but ~5 million was on 
merch nndieo oocoWlt. 'i'he reJ:IIlininc $5 million 
represented chie!zy ~inese 1\lmittaacea. 

Thie eetw• te is .WCut :;.uo milli on M gher 
t h'lll the ll!;lli"OSIIte of Canndo • s U. S . dollllr ex­
pondi tllre,e tor goods and eervices dun~ the lsst 
six months ()f 1941 nnq is ')J5 million mcf'!l• tM!l 
tho OI!IOU!It reported f or tho perilld 1 Jnnul!ry 
through JUliO 1942. 

In e<~ch Mse, the rise (lpprcx:i.cetes tbe 
anticiP"ted incre'ISe in e:q>enditurJS for Del"­
ch..-:ndise illlports !rom tho United StAtes for use 
in wllr productiat . 

B. u. S. Dollnr Receipts on Current AccoWlt 

1. Receipts by Cnnodl\ trom U. S . for' merch•mdiae·-

l 

exports . . ..•..... • . , ..... . ... ................. .. ..... . 

This figure does ll<{t cover 1.1xp0rts ot either 
ne~ly-mined geld or ot ~rr goods And str~tegic 
m..>t eri"\ls ~~~>de pursu:mt to the 1\'fde :'ark • .gree­
""'nt. In oth~r words , it does not include e ither 
receipts from U. s. Gov.u-~nt controcts nth Jnr 
Supplius, Lt.d., or rocaipts from s pocirl 1ootals 
d<Jnls nth l"llt 'lls Reserve nnd Defense PlMt Co~ 
porntiat• J:ho most importnnt of. tho l11tt <)r 
cover nl Ulltinum nnd l ead, nl though 'llmnll lliJlOUDta • 
of zinc concontr•tos, mercury, m~ngnnesa , cobalt, 
coppo~ .11nd nickel llre r lso beillfl oxportod to !£:; 
tho unttCld Stnt~s under sp..ci , l "lrr1111&\l!\ept;ii,nth - • ,. 
th.::eo two R. F.O. ·subsidit~rlos. All oth Jr ~rts -
ot b'ISo motnls to too lhitod Stntoa r re c:ovured 
by th>~ llbov., cstiJ.l•te, inclu:lins 1111 but. n 1 necliaible proportion or n1ckol; ( 5<-'0 Soeti.on VI. 
for o turthJr discusa.ion ot trans~ctiona ~d3r t ho­
HYde ~~rk Uuol~ration . ) 

Th J nbovo es timoto ot '"26o million MSIJ:DS • 
~ doolino of nbout ~0 million from tho l evel. 
of th'J p1111t ya~r, when nacoipta from l!lll rchnndise 
exports to the United Stntea tot,.llod Around 

;Ir. 
j 

"J. 'l 

-

26o 

.r 
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(Ulll1CID8 1J. S. ~) 

.s-200 lllllion ..,.~lq. 'I'M toreoan ct.­

cline . ot ;120 mllion aq retleqt DOt eo .all a 

· expected !'all 1n total ehipalnte as an 111t1a1-

pated lengthen1Jic, onr the COVIIe of the year, 

of the lag betwoen the reoeipt -of oerchaudiale 1.11 

the ltlited S'tatea and the tranofer of p111.J1111111t by 

u. s. il'porters tc:i Cllnad1m nporten • . 1'he 

Canadilll lliniatry of P'1nance te ot -the ~nion 

that payments ware accelereted during the first 
half of the current ;year u a result of the 

widespread expectation of a ~ange in the u.s.­
Cenadion axchange rate and thet thb ac:Caleration 

in pa;yment was one factor accountinc tor the ex­
cess ot receipts, Jan111117 through June 1,942 onr 

the !!arch forecast. On the other h.-.d, exports 

or ne'illlprints during tha renainder of this 10ar 

are expectod to fall below actual ehi!-ta . 
made during January through Juno 1942, wb.-. in­

vontories wore boin(! buUt up in this country. 

The currene ! oNeaet drop f or the second hill of 
1942 shows t he·firs t non-seasonel decline 1n · 
Canadian oarchandiao axports to t bd Uni tad Jtatea 

since the out.break of .,ar. 
It 'iho forocaat for the ranllindor of tho year 

is nppro:d.r:)at ad, than Can:ldi an receipts from l:le!'­

chandiae exports to tho l.lnitad Stet.~e during the 

:yeer 1942 (llxcluaive of lb'de Park axport.s) will 

oxcaod 194.1 receipts by : .JJ million. 

Tho Cenadian Qove~t roporta racai pts 

from m.)rchandis.l exports to t he United Stotos 

(oth.Jr then on lfYdt~• Park account) of :COS06 llillion 

and ;>1.40 llillion, tor the yaar 1941 md tor the 

fi~st ql~M1.or . of .1942, Nspacti va ly. These aaounta 

fAll a totnl of ;;so million short of the tiguN 

given in official C..nadisn trado rotume. Allnoat 

Mlt of thill die cropa.ney is sccounted for b.r 
~e p,,rk exports end I'IOat of t he :NIIIainder ie 

b.Jliov.1d to reprueont ahiJX'I<lnts of wheat l.o third 

countrios ~:~~~da through U. s. porta. : 

2. !Wccipts b;r Ct!had& frorn o. s. on a J rrtce '•ocoi!Qt , 

a. IleoGipts for intoraet, d1'111cllnda 6114 prot'lts... . 26 

1'1111 figun 11 '11 cdllloll blpr th~ the 

eeUmat e aublllittod last ,March. It, -• ,n 
rUe of 3J million in rMeipte tor tho 1oar 

1942 onr 1941, as tlpin8t a deoUDe ot ~~~ 
million t oreoe•t in lfArch. Raceipte trca 
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canndinn investments' in th~ Unitad Sta~s 
during th.! t;t;rs~ half ot thil yoar tot,Ued 
:a4 million, ,or 02 million oore than the 
C•Mdirn Oovci"l!lent oxpoctefl lnat Jlnrch . 

Thu hlgh.:>l'-thlllh·anticiprt<id rcc<lipts on 
t his r.ecount so for this )'<Jar nN loid by 
t h..o C·rl"dilln Ooven wnt in considarob1J pert 
t o t h.: uncxp:!ot.'<ll;r l t:rgo trnnsf.>rs Clldo by 
s Jv~rl'll cooprnics l~st ' lr.rch. 

Tho Ii~ro ot ~47 :lillion, g;i wn by t il9 
C~Mdinn Qov.m11'10"lt fer 1941, ie roughly ~20 
r.tillion hl gil.u· than thJ v11rious for-lc3Sts 
subnitt.ld tluri.'l r; th\l p~st y JAr. It :ts ;llOt 
otrtctly conplll'Ablc to then, honv.;r, llll it 
1ncl udGs tr'l!lsfoJN of profits by insurmce 
coc))llni"a •nd otl: .>r C:m'ldi '11\ concorns 1n tho 
Unit~d Stnt Js which tr. th~ pr Jvioue est~~tcs 
trJ1"8 i nciudad under •Miscollnn.)()us inco:w, • 
(s.• itJD ~-d b"lw., l'P • 23-24. ) 

!to«;~ 

1 '" ' .ro 
• :IOq%0 

C~nntl~ ' a int~rcst nnd dividcmd rocaipts 
froa tho llnitnd StAt.Js in both 1939 ,,nd 1940 
~ro ostic.•t vd by the Doninion Oov Jntmont to . 
hnw boon obout ['.2? nillion, roughly tlu smaunt 
it h~d forvcnst at vnriollll t imJs during 1941 
f or thnt Y•JQ·r . 

b. Racvipt a for tourist sorvices..... . . . . . . . . . . . . . . 24 

.. 

This i R th ' sano cstwt ... wbtlitt.ad by 
th.J Cttnndinn Oovamomt lost l111rch, Actual 1 
Ncaipts, Jnnu.'ll'Y through Juna 1942, totalled 1m 
$la cillion, or :)2 million moN than t.ha · 
CnM dinn OovJ mJ:lOnt .:>xpoc t Jd in 'iorch they 
><o•lld b,j , bringing t im currant nnticipntod 
totd for th•J yq2r 1942 to , '42 Million, 

I ! t h.J obovc force~ for the r<lt!llir.dor 
ot thi s YoJ'-r i s rs nccurnt~ liS the :~~roh 
estiJa~to tor t l1a "fir st six conths p roved to 
be, t lwn C11n"<ln1s !1 , ~. dollr r r...o~ 111ts in 
1942, I'Pon thu .1m >ric~tn tourist nnd ot hnr- . 

. tr11ve l in Cnn'ld~,, 'Rill bv only thN..:-firtha 
ns hiah ns in 1941 md 1tJss thnn ona-h~lt 
of 11h11t th.Jy totnlled in 1940. EvoJn this 
101T lnol "'*' not be r unchod if Mtion- indo 
cnsolino r ntioning is institutod in th~ 
Unt t 4d 'it•tJa, or if otha r 1im.i tetion1 on 

• 
h 
I 
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autocobile or nil1'Mit t•ftl - ·"IIi-' 
poaed in bci'th ·o.,trt•, w111h ft6' llf*ll~ 

dhpenaatiDba II'Mted to ~NiCIIIIN. .. ,.. . ~ 

The abo'" fiiiii'W far 1941 lnCl 1942, 
ot t~?O ai.llion and (-) mllion•J 'rMpeoti,..;. 
ly, do not include hric•fl tollr18t. ex- . 
pendi t1:res wl'd.oh are' financed b7 tile oport 
ot :.!lerio."Tl-otmed capital from Canlllt!a, throuaJI 

the "uno.Cficiel" NJ'Icet for Canldt.t ci6Um 

__ in the tlnited States. The Call8dian Oo'fem­

T.Ient, in the 011rlier doCUDenta subrd.tted to 
the Treasury, estil'la~d r..r1can_\Oiar10 _ 

tNwl !inanced tlu:oousb the f.ree.Jxchlnae . 
Nrkat at t 23 nillion for 1941. 

c , llec'eipts fr<m height and shipping. I ... • .. , , ; ... , · )2 

Thill is t he al'lOunt reported f or the firet 

half of 1942 end preoticilly the 1111:111 lliount 
that wsa forocast last l!erch for 'the latter 
halt of ;this year. :rt.e OstiMte asa'W'Jie· a 
rise 6! ~10 nillion, or of almost: 20 \>eraent, 
tor t ho yu·ar 1942 over reported recoipts for 

1941.. This ie condstllnt nth the t1'9nd of 
t he first two and one-halt ye ars of war. 

, , , ,·, .coneWeNble -port ~f the ii~ tor • 

this iteM r epresents pa,yraents received for 

fr3ight on goods shi,lj)lld throU«h, but not 
to ol) !ron, .Can !Ida. Preslll!lably the Canndien 
Gove:m-tlint, .in drll\/1ns 'up the 4b</w oet~te ,. 
folloorad th(l ann3 proeoduro aa 11118~ J!arab 

-. 

end ~ aUow11nco for tho p&rtiC\llar Mture • 
ot •Ryda Park• oxpOrte, 

t 

w 
ti 

d . lleceipta fra:1 other aorvicos Nld "'-lfcellaneoua 

incoae <OD oorr8nt aocount •• . • •••• ••• .• • .••.••.••• " 30 
.. ' ' ' . 

This is ~~) oillion ~~:oro than tho incomo 

recci vod troo these sources during thu first 
s ix months of 1942. It ie nl~ ana-third acain 

ns lArge AS thu ostiJMtu for the last six 

months o f 1942, aubmittod to• tho ;J.'roasury 

last "nrch. Th"' current esti&'\te !or til» ru• 
is '.'17 mUlion gNPtor then th<J figui'O 'bf ('J,!J, 

l:lillion reportod tor 1941 and ost:ltlnttllt l"et 
!ID.rch for t ho yoM 1942. Sooo part of thia 

upwnrd revision cay b• due t o tho inclusion 
ot ll<lt oxpan<li turos by the U. S •. Oowl'l'llll.lllt 
in northem Cm,..,; this 1 t<J!I "PP~~re for 

th3 tint tiBe in tbia f orecast .. 
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In eddi ti<J!I to net expend1t uree of 
t he u s. Oownunent in jlorthetn 01118114, 
the rigure gi ~ bare cowre bl.W1ne!ls · lmi 
professional sllrvicea, rents , ro~el ties , 
current expenditures of f oretcn diplomatic 
repreeentati vee, and .(lllilJr and chur~ re­
llli t~c'es. Unlike tbe varioue estiaatea 
sullm1 t ted in 191,1, they do not include 
prof it transfers .mich ha'fl! been added to 
interest and dividend receipts, item 2-~, 
p. 21 abow. 

• 

Ca1ada from u. s; on 

U the above forecasts f or various ser­
vice it81113 are reasonably corn~ct, then CAnada's 
rec'itipt s of 11'. • 5. dollara on serviot ,acequnt 
during 1942 will be equal to what they were 
in 1941. So far t his year, receiJ>te foJ' . each 
categoey of services have exceeded the Cana.­
dian OovemMnt•s expectation, las t l•arch; 
t he component ostiDates for the remainder of 
the Y,ar hevoa accordingly been revised up-
ward t o refloct ·this faVQrable outlook, 

J , Rece1¥ts of U. S . dollars by Canada !rom non- • 
Sterl ng hreas outside o. s •••..•.••••••••••...•.••• 

This astiaate is ~ milUon lower than the 
8110unt reported f or ·the first s ix months of 1942 . 
It aasumos that totol; o. s. dollar receipts , ' froa 
non-St arUng /~oa. count ries othor than the United 
States, during tho year 1942 Will fall Cl? lllillion 
short of the' 'amount r eceived in 1941. 5o far 
this year the decline has not ·bcon so ilh~~tp as 
foroccst l est l'arch, The eatilllete for the re­
mainder of tho yoar was acco.rd1na1y re~ '1\P"' 
wllrd bY' ~5· lllillion to mako· ellowanoe fo'r thi s 
f act. 

The docUne in these receipts during the 
past year lind a half or- so has been almost ent irely 
on morchMdisa Account, Ce.nadi~~n 8lq)Orts· to non­
Sterling Area countries other than th3 Unitad 
St atoe pai d for in U. s . dollnr exchenge -h'aVII 
f allen s~orply, 

112 
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ot tlu ! '88 .UUon of 0. s. dDlllll' rooelpte ~ 
troa non-Storling lrv•·-'"- aaWl* tiM Oal\eJ · 
Stntils ruported for 19411 'ZIIIll.Uon r.pna1D\ • .,,•· 
eli vidend !llld profit ~r~~f.tra. 'lhv o)ettaat.e for ., 
1942 submitted in !!~1 '!htob l a 013 aUl.icD 
lowar thAn the current foreoea•;. tiiDolwiM ~ 
million !or dlT1d~ And profits. · .. ;. . 

4. Nut rocoipts o! U. S. doll81'1 1l"<lal Nowtoundlmd. :~ "' . 
.. *. 

Nnw! oundland 1a t\et rooeipta ot u. s. dollars 
hAW so .t"ar in 1942 been running oYor 1wioe na 
high oe lllllt yc9r. 'l'hia' rollltt:tely t~TOrllble 
aitunticn m.•y be expected to continuo "t le11at 
unt:il tho cO!!!plation ot tho u. S. detonec construc­
tion progrrua tli:lre and '):>erbl';)l .·IIDtil t~ eloao o! 
hostilities. . • 

Tho l'.boV\l osti=to for July to J)oc.al»r 1942; · 
ie ;.2 nilli on bigher thP.n tha tot~l c! not ro­
coipta turnc;d over to Canoon, JtlllUIU'y throusll 
Juno o! this year, which in turn oxcoedad by ~~ 
million thol N coipta .t"or tbe ontirct yoor of 1941. 

This is :.13 million l oss thon tho totnl o! 
0. S. doll"rs received by CanndA, on 11cco~ 
o! thos;;~ current transacticne, during tho first 
six months of thia ~ar. Thu droP i s aoN than 
occo1D'Itod for by th<l onticipetocl doclinll in r.,_ 
cuipta rro .. merch:mdiao exports to the Unitod 
St , t oa. · · 

U tho llbovo estimate for J~ through 
D<lconbor 1942 is nccurate, thon CSDJ'dc ' • r.-

• "cclipta o! 1i. S . dolln rs from currant trnna­
nctions , outside o.t" ~"' Pl\rk .;gr .tCIIDOnt 81ld 
oxcl ua1 va of n>JWly.,minod gold solos, will bo 
C:l6 million higoor during too current yoor t bnn 
thoy wore in 1941. 

• 
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c. Canada's estl.Mted U. S. dollar dei'i~td 

~;:\:~r:!iO=!im t~:L~ i<)42. . . 
Thie rep;..senta an antictpaieot increase in 

Canada ' • a. s. doll~<r deticl.t eo current account 
( exclulliva of •IIYde ·PDtt• exports · end newl,y-mined 
gold s.Ues) of about :· 50 cilllon anr the 81llount 
i ncurred January tlu'oll{lh JUIIII 1942. It a::~ea 
a daticl. t t or the year of ' iiJO million, or .aeo 
million 1110re than the one experienced in 1941. 
Increased morchmdhe importe for uea in nar 
production are tba aingle dominant factor. 

D. Bond maturities and other capital re-
p~ents . .... : , ..... . ... • • • • • • • • • • • • • • • • • • • • • • · • • • · • 

'l'tie3o outp~nts arc discussed balcm in 
Section v. , I'P • J6-41, They logic~ belong in 
a tabulation ot Canada's needs t or I!. S. dollars. 
canllda has to provide the doll •-rs to I!IBet t hese 
~turin& oblicotions, end in t he abser.c J of capital 
il:!ports sh~ r:tUst provide them out ot Nco'.pta 
aither !ro~ current transactions or from th3 salo 
of ese~ts. 

This itcn is included h<lre •for t.h<l sab of 
coCIJ)l.Jtonoss . Prusucably in t oo abaenco of the 
llyda PIU'k :>;~rvo1:1ont, Canada would noud o. s. 
dollars to ;>urctwso those .~ode . 1• <L>t111lod 
discussion and tabulatio~ of t ho of!octa of the 
!lyda Par!< AcN.m~ont nrc ~ V\sn bolow 1.n Soction VI., 
pp. 42-51. 

:m 

' l3 

4l 

Total U. S. dollAr needs of Cnnodo , JUly 
thi'Oush J)Jca&r 1942. . . . . . . . . . • . . . . . . . . . . • . . • • ~ 

'l'ti1a 1a t ho o.timatod aaount by wblch , July 
through Dec~bur 1942, Cllllad'l'e rccl)1pte of o. s. 
dollnrs on ourront account ( ultcluoi v~ ot · P.yde 
Park olxports lllld aAl ue of nonly-mined gold) l'lill 
fllll ehort of th~ e~m~ ot (1) th~ vnluu of (lOOda 

ond eorvtco~ roou1vod from tho Un1t Jd St~t~e or 
paid f or in u. S, doll11re , ond (:!) tho runount 
of Cti>it "l Npn::m::nt3 made to thu Onitad Stotoa. 

,. 
J 
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•'he t'bovo ~.ot •. JU •nlf• a'' £K..: 
forM 1nC!'Oilllll'Ot'''6"1111UMI'~--,......... 
Jul:r through Decemb<>r 1942, o90r tbe IIIIIOWit. N­
port.od for th.:: llist. s1x IIOfttlw ot 194~ 11ft& tor 
11 ris.:o or :240 11!1lllon tor tho 7•er 1942 _ ... 
1941. Tho 1/ltto:r. 1ncr31Dent. roprueonta m-.t. 
ont1ro1y Ml incrcae.:l in o:xponditur~tor Wllr cooclll ;. .. . . ,. .. ' 

Cnnndll1 s 1Bt1mated lleQI!o,.,lor A. ~ • . J!olbre 1 
" ' • Jnnuary thM?'ll'~ 1l~rch'"1943 · · 

h. U. s. Dollar lx:p:md1ture8' on Current .lccount. 

1 . PAyr.y.~nts by •CmAd~ to U• s. tor •ro"'ndin illlports. 
• I • • 

v 

c. Imports for diroct ~~r purpo~e ..• • ••• . . .• ••••• , .•• .•.• 1)0 
' . 

1. For nccount of Crunad&•• •••• •••••• •• •• • •• •• •·• S7 

· 'This · figure~ altbollah allooet. 10 _par­
cent low~r than t ho 1o~l toroonst for the 
cur%'\lnt six-mont.h ~riod, Nproeonta lVI 
oxpoctod rise of 20 ptJroont , or :,.10 !Dillion 
over the amount roportod for tho san<J poriod 
'<lllo'·yuitr e~>rlior. It. 1a twic:o u hitlh u 
oxpcndi turos IDAdu on this 8ccount during 
tho first hAlf of 1941. 

11. For 8Ccount of otlhl r 

This is t.h;;o smo MOunt f oroonst for 
tl\o lMt. quart.or of 1942. It esll\llo,~S no 
incroru~e in e:xpondl.tW"JS ~or tho prceoding 

, 'Y'lllr . 

-. 

111. · i'or -accOunt of Vr_.r Supr,li\tle Ltd• ..... ... • •• ~·-21· 

This is tho sqmo,~ osttoAto 81 for t.he 
1nst th~o mnths of 1942. :rt is two 11nd 
one-hAlf times as 1nrg<> ne tho figuro ro­
ported for January throuiJh I!~I!CII of this • 
yunr. 

' • 

b. I!;ip<irta for '6t.her •t.MII direst •• I!Urpoeoe. ; :_... ll9 

This asSUIIIilll a eontinunt.ion of t ho cleeliDJ 
in these oipooditUJ\la wbieh 1a Ulq)OCWcl b7 tho 
Cansdilltl Qo'f<!n.ent. to a.t. 1n cluriiiC tile p-t. 
Sur:Der. 

-~ 
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!:~an~~~.~~~:.~:.:~ .. ... . 
Thie ill alJDoat ['20 milli on l ower than the 

three-month ave~e of Canadian expenditures for 
u s ::ocxls during the last l.alt of 1942. It 
~p~a~nta a rise., hO'II"eYer, of about :'l,s million 
o.,.r uoh of the first two quutera of 1941. 

2, PpY!OJ)nta by Cmeda to U. S. on aernoe account 
. . 

a, Tranafera of interest, dividends ·and profi t.a .... 

Thill ie r:.3 million higher thm the total 
of tr~~nefers reported f or t.l1e alr.le qus.rter of 
1942. The figure has .been raised, presumably, 
to allow for the large purchases by uneriC!Ins 
during recent mQntha of multiple·p~nt 
Canadian aeourl.ties. (See Se ction v., pp. 71-
.38, for ~ d~acussioo o; theee purchases. ) 

.. 

42 

b. Tour1ata: and trenl expenditures .•. ... ~ .. ........ 4 

This fi~;ure assumes no ohan~e from the 
levol of the past year and a half . 

c . Expenditures t or freight services . . ....... .... .. . 

d. 

The : 4 tlillion i n: rea,se in thie figure o 'VW 

the amount reported for the tirst qus.rter of 
191.2 reflects an ar.ttctpated higher per unit. 
cost. tor freight o~~en;l.ces . The anticipated~ 
cr ~a3e in theso expenditures over the same 
period 11 yuer earlier ia one- half as laro;e u 
the oxpect od rille in Canndian expenditures f~>r 
r~archMdiae imports from tho United Stat aa •. 

This 1e t he leYel at llhioh those expend1-
~ros have b.l<l:l runntnc SQ f11r thia year. ~t b 
tho amount. forecast for ~ach or th~ 13st t~ 
quert.ara of 1942, 

Tot:ll P&monta by C~~nndll. to U. S. on 
• soMlC& account, ,. 1 . . . ....... ................. .. . . . ~ . ' 

25 

.. 

-
.. . . .. 

• :1 ... 
. . 

249 

86" 
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J, p~tey~Cmada .o! u. s. doll,.. t.o ~-
Areea outa de u. 8 •••••••••••••••.•• • •••••••• •• ~ ····• 

Thill ill the - ~ toreo.- tor tbe lift 

quarter of 1942. It 'al1on tor aiiJ peroent re­

duction traa t.be •- r,lariod 11 ~ar earlier. 

' . 
Thill tiguru' rep~a~onts tho anticipa~ in~ 

croase ot only : 10 Jd.llion owr tha ..oUnt. re­
ported for the til"~ quarter of 191;2. It 1e 

1:101'0 thAn aceowrt.ed tor by the expected inorove 

in imports for llccoUDt of :rar Supplies, Ltd. 

. -. 

B. U. s. Dollar Rllceipte bn o,,rro:mt .Accow& . 
. . . 

1. Receipts ' by Con~dn f'rola u. S. for mrchiiiiil!so-

W<?rt.s .• • ...... • • • • • • • • • • • • •. • • • • . • • • • • • • • • • • • • • • • • • • 

This ftsSQIII!Ia th "t to, decline, 1n C.elldi.an 

exports to the 1ln1 ted ')t~$11 .JUde outaiclo tho 

Hyde Park 1\greamont • which sot in during the 

o~rl¥ part of 1942 lrl.U continuo into 1943. The 

Above forec~st allowa tor tt rod\)Ctim ot ~J..4 
million from -the axoount- reported. ~or oi\Oh ot, the _ 

first two quart<~ I'll ot 1942 . • · • 

2 . R.lceipte by' C:m11d11 from U. s. on eor~:ee account. 
,. w • 

n, Racoipte for intorost , di'ftdendll l!lld pront.a .... 
t 

.. 'l'hts is only •thNe,.t'out:thll 'M much ee wee 

~ctuall,y r dC\li ved 01'1 tJo• ~ nricount during t~ 

first qUArtvr of 1942. Tho recoipte, J>W~U.~I7 

th:s:o'llllh !'Arch o_r t!lluenr ~ l!aw.JYOr , ·.roro ~ _ 

oT.<>E~ct'3dly 1nrge-·mld exMedcd tha·CansdiM 
Qowrnnont• s oxpocUitime by ·:-.2 llillion. 

b. lllceipts for tourl.s}a sol"f'io\Je ••• ••• • • • • • • • • • • • • 

-
9 

• 

6 

8 
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e. Recoil)\! hal.-troisht md •hlppinl· • .. • : • ... p .. • 

Th~ assumes n continu•tion or the ·~ovel of 
.froight roooipts r~port.:ld f or tho first' half 
of 1942. It is tho 801118 IUIIOUDt as is oi thor 
roportod or forac&t b)' tb::l C.mlldiM Oovs~t, 
~.a tho caao ooy bo, for eAch qunrter of the 
curru:n t. yetrr . 

d , RcCGipt.s ft'OG otbor services and fliseellaneO\Ia 
in como on cUJTent account . ...... •• . · . • . • • • · . · · • • • 

Thia llllowe fnr n alight riaG ovor th<LlJ:lst 
qWU"t.er of 1942· If t ho !orGcast is roalhod, 
rocoipt.a on thoso itoms will hiJvo risen by tlS 
percent ovor tho courso of tho yoAr . 

l6 . ( 

16 

Totnl receipts by CDn.oda from o. s. on _ 
eorvlce account....... . ........... . ....... . 4? 

Forocaat. ch:mg~a in tho componant items nu 
Lbout o!!aot each other; this totlll figure 
npproxil:lntos tb::l IDOU1'lt of ·u. S; doll'll$ ro-
portod spent on serv1caa, Jmu.~ey through • aJ 
l!nrch 19~2 . · 

3. RccGipta of u. s. dollnrs by CAnroo !rem non-sterling 
Areas outside U, s. .... ... . .. ... . .......... . ... . .... 11 

This 1188\JZS ~ sh~rp drop in those receipts, duo 
presUIIIIbly to an expected !Rlling ott ot merchf'lldiao 
exports to countrit~s other tfirtl the Oni ted Shtoe ]I !lid 
for in U. S. dolll\fl! . It indic11tes a drop of f'rl 
million from tho! amount I'Gported tor tho fil'llt- quat­
t or of 1942 P.nd of ll8 million coq>•rod to the f ol'll­
cnst for tha l1.10t quarter of this yel\l', 

4 , N;t rocoipt.a of U. s. dollnrs !rom !l<lTifoundland ..... 

Tb!.s is tho ssme figuro P.a was roported f<>r the 
first QIUJ'Wr of 1942. It aas~r.ee 11 continUAtioo 
of tho presont f avornblq sitUIJtion. 

If tho CUIT<lnt forocnst tor n dooline in oxports · 
to thu lh1.ted Stotos outsido tho ~o Perk trans­
acticna is ronli.oo, then thl.' AboW estimllto lllll7 
provo to bo roaaonabl)' acour.11to . '1'hB N eo011111 to bo 

7 

. -
·-

191 
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no b~sis f or this pess11111stic prediction, con­
coming Canadn ' s U. s. doller reo.ipta trom 
these merchsndise trl!llll~tctiona , howo.,.r, unleu 
it is expected tbqt saM pnrt of the exchnnge to 
be dari-..4 froll exports mllde punoW!ftt to the 
Hyde PArk lleclarntion will be gl!ined .,t the ex­
pense of snles fAlling outside the t;.,mnork ot 
this understnnding. • 

~ 

An. Mt.icipated increASe 1n e.xpenditurea for 
WRr goods oouplad tri.th nn expected cleo- in'· re­
eeii'ts from uporta outside the ft>'da P:\rlc Agree- -
ment more tlvln' ·acco\llt for t.he ~>bo.,. :.toree•st· tn-. 
crenao of =·3Q,mllion over the reported deficit> 

152 

' .. .on r.ccount of th911e itema for tba !irat• qlll'rter· 
of 1943: · • · . : "• 

'. . . . . . n: •:. abnd tlnturities md other onptt~l r_. ·• 
'1' pnyrnents r . • •' •• • . .• •• ••• • ~ . • . • .•.•. •. •. •· • • • .••.• •• • •. s 

.. 

This l,a the sAme ns tba 111110unt r eported for ·t-he · 
firat ~UIIl'tar of 1942 and tho current foreepat for 
tile l~>st qwu-tcr of the ye• r. Sea belw Sooti<i'n v~ 
for turthar discussion of privnta c•pitlll transfer• 
between Cr.l)P<b snd tho lhited St ntes . 

I)OqU • • 

; .·.,-.;l\ ::. 
: .:~ .• ""···\£'•' 

.·:~ .:~ . . 
E. !firte of goods lend-lePead to the lbit.ed:- .;' • ., , 

·. Xin~ m . r"'lllfetrad to cmAd~t un&ii' the· fi . . '/' . ·• 
Pt\l' qroe~t .. . .. .. f.· . . .... . ............ . ........ ..-.. . · 18 

This is rollShl:r the ~unt !orecnst for tba •.·, 
l nst qu~rter of 1942. It is throe timos the : • 
nmount reported received during the first t~o 

' 0011\hs of 1941. · · 
~· · .. . 

'l'otnl u. s. dolll\r neods of CMndn, Jnnu"ry 
through M.~rch 1943 . ............ • • • · • • · · • · · ... : • • • ill_ 

The •nticipnt.ed l nrgar deficit on ~roh~ndiso 
"ccount is rospcnsible for the :"-4 million incronso 
in this fig•re O"'l>r thu IU'IOunt roportoJd for the 
sn...., q\11\rtor P. yal'r aarlior. Evonts '/IJ.")" show thnt 
tho f cree(lst is undul:r p;~ss1n1atio. 
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IV, 'C.AlWl! t S P!lOOOC'.I'j(i( ANI) SAW OF 00LD 

. . 
·~ ... .. . 

' . 

The Canadian Qove~nt expects Oanadala''Qiitj>ut ot gold to 
fall one-third by the close of thie year and''eri&-lritlt'·by the, end 
of I' arch 1943. Thie foreout is buedt no~ ',C!i'i .the 'anticipated 
ef.fecta of the ·recent ·Order-in-Council freezing gold production ol 
each :nine at the average tonnage for tho first -!orJr 110ntba ot 1942, 
but rather on the ant1oipated pinch of the ~ng labor and 
material& shortage, Gold lll.ning 1a claaaitiad j)y the Caned:ian 
man-power oob1lbat1on board as an unessential, induatey Uld, tor 
this reason, ie-expected to experience increasingly greater diffi­
culties, 1f not almost complete f uilure, in recruitint new labor to 
till ita thiming ranks, In one proVince, at least .. the .induetry 
was recently forbidden to take on new Jllel\ so long as the serious 
labor shortage in base 100tals and other strategic mineral• continue~ , 
Difficulties of aecv.rtng adequate eupplies ·.l!~· .also .repo~·cj. to be 
hampering operationa i:n Canadian gold mining fields, Restrictions 
upon the ueo of labor and materials , rather than d1 rect lUd. tatiOill 
upon production, are the means being relied upon by the Canadian 
Government to reduce Canada' s production of. gold -and to diwrt the 
resources ueed. by this industry to 110re essential purpoeee. · . . 

.According to a weekly tabulation reoei vad trca tho FedeJ:al 
Resort"e Rank of New York, Canada sold ~3) 1111llion ot gold·to the 
United Statea, ,September 1939 through June 1942. on' the basia of 
information reoei ved from the Canadian !.11n18tr:x qt Finance, this · 
gold was de r1 vod ft'f'm three sources , as foliowa; 

. ' 

' 
. ...... 

:· 
• 

• 
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Ocld transferred troc 
U. t: . to Canada •. , • • • •.• , 

Ocld out of offioial 

- .. -_n . 

sept, 1939 
throllgh 

Doc, 1940 

JanWIJ')' 
through 

Dec, 1941 

22? -"* e,; I I# I' •'- •'1: o ,• ' o . .. ...... ·.·~ .. , ..... ::·' 

JenWIJ')' 
tbroiJ&b 

June 1942 

. : :·· 
' .• . ... ,. . ~ ) .. . 

I 
Can a.~ an roservoe • . • . •• 6~ .... ,. . . ·. . . - · . .' . : .. ll "'; 

.... . . . , _ •• ' \.~-! 
f 80 

Newly~ned gold,. ,.,,., ~ . . , ...... ~ 

Tot al. sal.es of 110ld b7 
Can,a.da to u.s. ... .... 'M... 

t • • . ... . . " .. . . . , .. ,. . . . . . . 
• The figures ot salos of ~ne,wJ.Y.~.d; go,J:d. ·~ng t'- two 

pori~ds ; Septembar 1939 through Dooember 19401' 'a'nd Januarj 

813 

throug}\ June 194.21 ore oor!,-.:~~"J!.s .• , . T)\e. f.~ g1'rtln tor the lat tar 
period is Ill million higher than t lilit ruj!6r,t'od by the Canadian 
Ocv~ rnmont, Tho disoruponcy may bo duo t c) a difference i n the t illle 
l ag wij;h 'IIIlich th<l solos AN ;')JP.!!.o.tp~ 1f1 ~1\a. ,bc>ll)ce ot the t.P&:,to­
porti!l{! agJnohs, lfvi(3VO r 1• tl~ . .Co.il.a,di,op;.J'!Ipo.rtosl,.tigure .tor 1941, 
Yrhich --1S" used ab<•v'.,. ," "ie Ills<' low<~r t han thb ' IIW:>unt · Nportod tu ua 
by .tiP ;>edLral !Wson u BanJc •. !'! ) .;,..., YorlcJ..fOJ' thie l ettar :rnr, the 
discrepancy ill 6<J miUiC<n, · 

.... ~ ' ... 
Canadlo ' s pl"'dUC.t~on o,r, ·,&O,l,!i_ll!l.d,. Jl&lf'· tp, 'tho, ~lid· Stat.i• out 

of curr~nt ou t put, e1nco 3uptcmb~r 1~39, 'otu ·~~~ ~n tho t~blo 
b<ll ow. Thu f1gur "a of snlos of n~wly-ml.nud eold einco 1940 11re 11.1 

· N'portcd 1.o 'tho TNI\8111')" by t h" Cl\nP.d1 11f1 evv.:.~D~Vnt, v <1 " . - '. . ., ' ~ 
• ' J " ,, . 

• 
• 

' . 
• . ' : 

"1'1 ' !) 

I 

1 

·-
I) ; 

• • 

. . ' 
: 

. '{ •. 

1 
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:i •• •r , I ' ... 
"1222 . . . 

Scptcmbor ••• ~•··~• ·• •••••• • · ··•~ 
4th quanor.-•• ..-.. ~ ... · -· •...• . ..•• 

!2:2 -·· 1st qu.,rtor ... ... • . ....... .. • • •• · .... • •• 
2nd qua.rtor •·•• . . ... ...... , , •.• • • ..... . 
)rd ~uarter . .• r•••• •••••·•••••·• 
4th qunrtor, ...... . : .•••...•..• • 

Canada' s 
Production 
ot Oold 

Cmada~ a Se.lua ot 
now]J'-aincd aold 

to U, S, 

(!!illinna U, S. $) 

15 
45 

·44· . .. 
46 
48 
~··· · 

. . • 

• 

• 

: · .. _ Totlll through 1940.. .... • .. ... 246 . . · 

1941 
---- lst quArter .. . , . .. ,,~ •• , ••• •• ••••• 

2nd quartor • ••• ~ ·~·····•••••••• • 
Jrd qUArter • ••• ••• , •••• •••• •• •• • 

1942" -
4t.b quar-tot • ... .. . . : . ............... . 

Totol t or 1941 •••••• ~ •• •• ••.•• 
' 

1st quartur ..... . -............. . ... . .. 
~ qu.nrt..,r.,., • .... . • • • • • • •. • • • • . ... .... 

Total, Janlietjr • Juno 1942 .. .. 

O.rand total, Saptembcr 19.39 through • lo,·.., • ~ ~·~· .. .. . _.J ........ . ..... ... . . 

45 .. 
4? 
48 
46 -

186 

43 
~ 

8?· . ....-

519 

• .. 
III 

• 

49 
45 
46 
~ 
18S 

. I ' 

-
519 

t'le l'.boie figure; t or s al es ot n<r.7ly'"ll\1nod gold to tha United 
St~tes since September 1939., ia '¥7 million l ower thM that, shown 
in tha tabulation on the procoding p•ge, for the ruiUiona indicl'.tcd thure , 

Gold production in Can~da cenaod OJCpMding 1n September 19!-<>-• 
Each 110nth ainco then., tho total vP~UO ot output baa fallon abort 
ot tho 1eYC1 of t he corresponding ported o "1iliU' onrlior, The de­
c11no, bJretotor o, h~ boon negligible , but it 1s oxpaoted to 
csaume signitiornt proportions by" tho first piU't of 194l, as in­
dicr t <ld br the Cnnndien Oovummont' s forucnat sat f orth bc1owt 
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Estimatod Soles ot llewl7-t41nod Qold by 
Canlldn to tho ll'litod Stntu~ 
July 1942 through H~ roh 1943 

(Millions u. S. 0) 

J\lly - Sopt , •••• ... , • . . .. ... . ..• , .. , .... . , •• • lS 
Ck:t. - Doc.,.. ... . .... .......... .... . .... ~ 

Total, July- ~oember 19~. · ~·· · · · ·••• 62 

lfaroh , . , ...... , • • .. •.• ••• , • , • , • , • , , .•• 

Total, Jul,y 1942- l'oroh 1943~~ · .... ,.. 82 

... 

.. .. . . . . 

• • ' • .. I 

. . . . . . 
' . . . 
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v. ~llVI!IO!NT r;, PRIVI\T! CAPITAL B£'1"11!111 CIIHADA ,\J!D THE U. S • 

• 

Bet::eeo Septe'!ber 15, 19:391 end J~me JO 1 1942, the Canadbn 
Ooven.a~t received over ~:300 Dillion of U. S. dollar exchanp 
froc tile aale by Caaadi .. s too l\DIJl'icans. of. seeur1t1ea and other 
assets. Debt repqments an\1 bond·.,t~\iea 9ffaet this grou 
1nfi01f b)' one-fourth to one-third, thereby 'reducing Canada ' s 
net receipts of 11, s .. dol~a~J on private capital !lCCOWlt, since 
the begi~~'liLQ! the r.ar, to about !.:220 Million, Private capital 
trRMt'ere lali"t&nadR and tile united States since September 19.19 
are set forth in a\llll::l•":l . .fom,•belQ.,t , • :• • •: .· .' 

Capitol Transactions Betneen the united States and 
Can~>d" on Pr1 veta :.ccount, 

Septeober 19:39 throu£1! J1me 1942 

Sept. 19)9- Jan. thru 
Dec. 1940 1941 June 1942 

1' \lriOiia U. s. !\) ~ 

Capital In~rts 
88le of llnAdiM securities 

and other CanAdian 
R.ssets •.... . ........... . ... v 54 158 

Sale of U.S. securities 
and other U.S. assets 
beld in CanadA ••.••...••• • 81 ~ ..E. _Y! 

Total imports of 
cap! tal • . .....•...... . • 108 94 104 )06 

<lnEital Ex!lorts 
Bond meturitlea •••..•.•.•. • 26 10 
other debt rep~ents ••••.• -1. 2 

Total crpi tal exports .... 41• )3 12 86e 
Net inflow of cnpitel from 
U.S. on private nccount • •••• 6?e 61 92 2208 

* :~t!;.g:~.~\9~ 0~~~~~ e~rts frOM CMAdn to the United SMtea, 
it n•a derived by rai 1 c~rtber 1940, 1e only n rough esti&:~~~teJ 
which was aubaitted t~ n~ Y one-lourth the est~te for 1941 
tloTI!I!Iber ot that 8 anadion Oovornoent to the T,.e11sury in . f&:tr. 
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The une¥PeotedlJ 1111'8'! i~O!' ot e~piW halt t.M !Jtll.ted .• 
St.tes durSnc tbe tiri\ *iz lilc:lltlji ot 1942 ... a dclllllllift 

f~ctor in the $1"4 llllliOii dl8oNJ)-.., bale • the OmW"­

forecut llSid the eot11111 o~ in Olnade11 u. s. dollar poeiUCII 

during this period. The net na. of 01111\al fl'aUI tbe ~ted 

States to Clllll.lda, Jmlllley tbrQucb .hlae 191.2, ne three tiMe • · 

l~rge oe tha Canadien OoftiUWIIIt iol'eciA llllt Jllroh it WOiil4 be. 

The e1£n1fic~t fe"tlD'II of tbeee tnn.e.otione ... tbe pre~· 

derrnce of Olnndim bcmdl wS.tb a romp ~"' teatarw.. 

Tho C.9laclian Uinistey of l'inanlle luis r,ie3d its forecast 

for the nina months Juq 1942 through ~lli'Oh 194), 'llut the 

roviaion doee IIDt illQir. for 1111 inorael8.o 1'n u. s. cllpl tal im­

ports through prhata ch:wmell, of the proportione expeJ1.enced 

during the tint six conths rL thie Y'lffr• The nn eatiiDAte 

indicatoa a drop of one-Mlt from th<t 1.,..1 reported tor 

Januaey thro~~&h JUno 194~, and the Cllnadian l);•••s-t wame 

thl\t .~ven th1e low figure aq not be realised. Tho Ct1Md11111 

IUnistry of rinmce in tho docucent 1Uba1t tod to tbo Trc:llllliJ')' on 

July n, 1942, points out that this ir:'n«* of u. s. o~~pit.lll r~q 

coue during the pa riod under I'Ov1o'or and 1ntil:l~tee that it it 

does not fall aubatantinlly in tha nattr 1\lturo~,· tho DoiWiion 

Gowmment will t Ako appropriate steps to aoo thAt it doee. 

Tho gt"OSS in!'low .of prime ClJ?it>:l· fl'aUI tilt Ullited Statae 

to Canad~ is ourrantly BstiJ;Iated at $)59 cillion for the six 

contha, July tbrou&h Deoez:bor 1942, 1111d gross capital outpq. 

mnts froa Can~ds to too Dnited St1Jt.HI1 effected tbrOIIF 
officiAl exchr.n~ chRM"ls and exclusive of reduoticne 1n tho 

lliDOunt of u. s. dollor bllllllicoe bells" b7 tho Dol!inion Qo\'o~t, 

~t !U) mi.llion tor the ~~- poriod. The eetialltoe .tor tbe bet 

quartotr of too y011r lito cArried fo"'nrd throuch 118reh·l94)J 

thoy indicate a· net capital 1Jiport from t ho Unit .II! St~a on 

privnto account of fl\2? mi.Uicn tor tho first =111.1rtar ot next 

yenr. Tbie is the di!foronce betwaon tho IIStil:lltud groae 1n­

now of C32 r.d.lll~ and tho. forecast grose outt\ow ot 3' llilllCII. 
• • 

fhoso figur.:~e do not cowr capi till oovdilte on IO"<~rnment 

account or capital· III0\'8aonts effO!Cted thro11gb tba unotticial ex.­

eh""gG m11rkot . !loro epocitic.alcy 1 thoy do not incl)ldO e1thor ~ 

vanco paymente b,y u. s. Qo\'c~ aaonciea on contr110te placed 

in Canada pureumt to the flydo l'llrtc •.cNa:wnt, or ch'llllll in the 

amount of u. s. dollnr ~nlmcl)a held b7 the Canlldian Qovf!naent, 

or reductie~~a in ;u.ericnn holdings of C'W!aCihn tlllldl effected 

throush tho solo of CM4dian dollms Sa ' tho !No llliiDban&o aartart, 

The fi&uro of capital outpaym(Jilta , howwr, doee include a 

nu::aber of anticipated IIIUnicipAl 1111d proVincial bCIId rod.eaptlone. 
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Estimated Transfer or Capital Betwen C'".w:UI '"d the thi.ted State., 
on Pr1 vate I.ccount, July thro\lih December 1942 

(U•llione U, S, J; ) 

A, Fl.O'If of CS?ital from U. S. to Canada 

.1. Canadien sales of u. s. securities a~d other u. s. asaeta held !n canaaa..... .. ... .... . . . . . . . 14 

This eetiJ:>ate is :1;2 mlUon l01rer than the 
one submitted to the TreasurJ last !larch, des­
pite the t act that the companion estimate tor 
the tirat siX CIOnths or the year wAs (;8 million 
or 30 pero'ent, short of aotulll receipts during 
that period, 

The downward revision of the estil:late for 
this i teo seems unduly peesird.stic in view of 
the unexpectedly large s:Ues, Jatwu-y through 
June 1942. 

2, Cmadian sales ot Cenadian securities and other 
Canadian assets •• •• ••••••• • ••.••••.•• •• •• ••.•• •• 4S 

This estil:late, al trough twice os high as 
the one subcitted lllBt !'arch, aeslll:l8s a 40 
percent reduction from the lovol reported t or 
the period, Jan~ through June 1942. It the 
CMadian Oovernnent, as it contanplates do'ing, 
places 1111 llrlbRrgo on the export ot Catuldien 
securities With a foreign p~t feature, this 
source of exchange Td..ll dey up. Of the ~m 
million or Canadian securitios bought by 
111'18ricans, Jllllll8ry through June 1942, Cln 
rd.llion were Canadian bonds, all but ;;2 oillion 
or which provided for peyrnent in a foreign cur­
ronoy. It is the lnrge volllllle or sales or 
these rorsign-po,yt~ent-featur.t bpnda, carrying 
with it os it does ~ concomitant incrense in 
tha future detlAnd oo C:macla•a supplies of 
U, s. dollar £Cbongo to covor intorest puy­
oente, nhich 'W ghen Conadian Oovel'DClent 
ofticil\ls cnuee for concern, 
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(M1llioM u. 8. ., 

Thil represent• m espected d.cr-. ... ot 

. ·$45 ailltm traa the -t of U. 'S . 4olla­
exchange dari:ved b)' <;anacla frc. th1a source 

during the t1tat balt· ot ~9ft.2 •. 
• 

a. Outpa@ite 'o·r capital t'o U. s. '111 'eciada 

l . CaMdim rwd!!!lption or bonds held in u. s.. ..... ll 
• 

' So tar thie )'ll&r, the aolint of U, S. 

dollar exchmge requil'ed tor capi tel "JIIIr­

mente hae been leas thin the Canadl.m OoTem­

ment expected laet !larch it '<lould be, The:y 

have acco rdinsl,y ~:educed their forecast tor 
the cun-ent ~th ~z:l04· Tille ~tion 

re~reil'tmte 1n -part a oorreotion tor-~ 

•PParE!IIt oTereatilllatioo of hold1np of these 

obligation& b)' non-residents of Canada and 

in part an aciJuetment tor the succes~tul , 

completion of arran~enta tor retundina 

some provincial and municipal bond mll;tllri­

tiae. These re!'Unding operation a have been 

I!IAde possible by the auspanaion o! sectioo ?a 

of the Ne~tralit:y Act of 19)9. 

Actual redellptiona, January tlu'oU&Il 

June 1942 ,, were GlO million instead of 11..3 
million as forecast in !larch, while ·redemp­

tions tor the rOmainder ot the :yu:r are now 

placed ~t ~1 million instead of ~ aillion, 

the estilllate eublllittod in the !larch docWDent, 

2, other debt rep!lp!!nh bz Cftllada to ,U, s .. ... ,... 2 

These repqa3nts have been nmninc con­

siderabl:y below the 1941 level. The ~adic 

Government has lowored ite eet:!Jnate tor the 

current ai.x-tlll)uth period to allow for thi1 

!'act. 

Unlike the earl:y Canadian forecute eub­

mitted to the Treeeur:y, the ebow n.awe does 

not include the withdrswal of 1'unda from 

Canada by u. s. residant& throush the WIOftioial 

exchnnge IIW'ket in thie country, I n earlier 

me1110randa, the Cenlldion CJovemllllnt estimated 
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(llilliona u. s. ~) . 

ita loss o1 u. s. dollu exchango, through 
thB transfer of Oanndion dollar blllanoaa 
by AmericAn holders to .AIIII)rican tourists 
a:oing to Cmlldo, at $,2) a1111on per year· 

If the above forecast is accurate then, 
the total of Cal'lftda 1 a U. S. dollar expend! turoa 
for dabt rep~.mts will be $8 million lowe,r in 
1942 than t'hoy were in 1941, instolld of $12 
million high•Jr as predicted by the CAnadian 
Oowrl12:lllnt lAst l!arch, 

Th111 assumes thl\t Cllnada'a net U. s. dollar receipts 
on account of privnte capital imports from tho, United 
States, July through Dacecber 1942, will bl! only hal! 
aa large aa they nre during ths first six months of 
this year. If the Canadian Qovvmment in the near 
future prohibita the export of Canadian securities to 
the United States, the actual inflow during the current 
aix~nth period 1118¥ fall short of the above estimate; 
it, however, the Canadian Goven'lll8nt does nothing to 
interfere 1'11 th these sales and if present trends con­
tinue , the abovv forecast may considerably understate 
the amount of U. s. dollar exchange Canada will derive 
from thia source durin a: the reoainder of this ~ar, 

13 ·-

46 

Estimated Transfer of ~pital Between Canade and the United States, 
on Private Account, January throush )!arch 194) 

The estimates, submitted by the Canadian Government for 
the first quarter or 1943 and set forth in the tabulati9n 
belOIY, are the same aa those drawn up for the last quarter of 
this yur. They are , therefore , subject to the s•e ooCIIIenta 
and qualifications u~ in the precading PIC811 coneeminc the latter, · 
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(tltllt.. u. s. ., 

A. Flow of capital troiS TJ. S. to oeg 

1! Canadian aalaa or u. s ... cvttiM and otber 

u. s . aseets held iD C.ned• ............ . ....... ? 

2. Canaditn aalee or c.n.d1an aeaurltiaa and oU.r 

Canadian assets ••• ; •• ••. ••• •••• ••••••••••••••••• at 

•.J ) ··' 

.,_. 

Gross 1ntl01Y of c~1tal from u. s. on private 

acoou_nt ,:Ja~ll8,l',J, throusll l!aroh 1943...... .. . .... 32 

- ' 
B. Outp~~- of capit!l to U. s, 'b;r Canadt 

1 . Conadi an nd.iiPtion ot bqndt held-in u. s ...... , 4 

2, Other debt replll)'lll8nts b)" Cllnadll to u. S.. .... . .. 1 
.. -

Tpt.al capital outp~s to U. s . by 

Canada on priYOte accoW~t, Jmuary throuch 

f!ll.rcll 194)....... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
' 

Estimated net U~ s: dollnr receipts b7 Clln&da on private 

capi td account, Jmuney through ,llaroh. l943 ............ , 27 

,• 

Because of the ditterence in coverap, the CaJwliao-reported 

figures of net cnpl. t.U tr:mstora . from tbe Uni tell States on prhate 

account, shown nbove on p , .)6, cmnot be cQapl!:red with U. s. 'l'reNIIIJ')' 

cnpi t o.l moWI!lents dota . Exclusive of the 1:1091ment in ehort-te:na 

bnnking !unde, U, S . Tre~~aury dlltn Show ll out c¢tel outflow trom 

the Uni t3d StAtos to ean~dn of cnl,y I¥J7 lllillion, J1111ua9' 191.1 

through June 19421 net pu:rchPaea 1!'Y Al:lericsa t rOt:l CMilds.imt of 

u. S. secvttiGa 1\1'8 'l'e}lorted in 'our figures to han totollod 831 

million, Jnnuney 1941 throucb ,Junu 1942, 1!lld net pW"Cbqoa of 

forl31gn soeuri ti3a by lolluoriCMs hc:a Canr.d1111111 ~re S1 veo at &l6 

cillion for the siU!Ifl poriodt Tho 11110unt of u. s; dollar exchallp 

roportod b)" the CAnaclinn Oov..lmMni na roco1vild duriilg th!e poriod 

from t ho net tranefor of privnto U. S . cnpital to Cannlb il ~S3 

cilliCII , Pnrt of the diac:rvJNlDCY bot'f.Jon-tbe t1lo e ats of tigurea 

C!lll bl lnid to tho, wider oovol'!lgO, ot tlw Ca!ll'dian nporta thllll rtl 

tho u. s. free~ c~tlll 1110-t.s d11ta. Pl'!ll~ tho C.on"'l:ilm 

figuroa include ~nil cllplt al Jli!)VOIIIonta other thllll leoaft\7 

purehnaea And u l ue, IIIIOb aa e!~!1tlll trllllllf.Jra bgtw:)en ."llorlGllft Sid 

C~ncdiltll eftilillt.tlll ~·· For 1nat1111oa, ' tl)IJJ pl'Dplinabl7 in­

clude \he oepital, ... ~ bei,. "11.an b7 tbit: Alts.Uated OOIIPfiiiT 

in tbe Dllit.sld Sta~ ~ ~ Int.JrnatiOMl Nioltel Ooqla~ or CDM<Ia 

in connectim· with the !"26 lnllion apmaicn procr>n~ ot tho pro­

duoti'ro c11pac1t;r or the lllttor coqH~n,y in C1111Adll. Such ollpitlll 

trMsfora would bo reneoted onl.T indiNOtq in tbe 'freiiiiUJ7 

cnpi t 11l roo , ante dllta, md thon oal;r to the extant thot thoy 

a.ttoot tho reportod 111101111t or aho"'-t&m Cllnlldi.MI tunde belcl in 

thia countr7. 
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VI. 

- J.:J -

T11B UFI!CTS OF I!IIlB P.r.RIC TRANS:.cTIONS ON 
Ci.JU.DJ,•S O. S. DOLL:Jt"POSITION 

The o.p~t of !!unitiona and Supply, in a doclllllent dated 
July 14 1942 and submitted to the Canadian llinistry of Finance 
for uae' in compiling its current forwcut of Canada's O. S. 
dollar position, estiaates that transactions with the United 
states gr01T1ng out of the Hyde Park Declaration will result in 
a gross contribution to canada 1 s 0. S. dollar resources of 
about 3)00 million, July through December 1942, and or rolllldl.y 
()1?5 million, J anuary through ![arch 194). Dollar receipts fran 
these transactions are einmnarlzed in the tllble below. 

July Jan, July 
thru thru 1942-
Dec. !'arch !•arch 
!2£ 194) 194) 

(l!illions u. s. C) 

1.. Current yield of u.s. dollars fran 
Hyde Park exports ••••..•••••.•• • • , • . •• . . 

B, Imporla of U.S. goods lend-leased io 
O.K. and transferred to Canada' under · 

2)8 

the Hyde Park ilgreement. .. .. .. .. • • .. .. 41• 

c. Petroleum products purchased by u.s. 
on account of 0 .r.. !or the British 
eo-mwealth :J.~Training Plan........ 20 

Gross contribution of !lyda Park Tr*'ls­
actions to yanada 1s U. S. dollar 
resources • •• • •.•• . · .•••.••.•••.• , , . • , \ • 299 

145 )8) 

18 59 

ll 

174 47). 

To make allowence for the u. s. dollar content of these ex­
porte, the tigiU'ee laT both the current yield of 0. S, dollars 
and the croaa cont.r!IKrt.ion of Hyde Park transactions to Canada 1 e 
U. s . ,dollar holdinp ha•e to be reduced by $29 million for the 
period, Jul¥ through December 1942, and~ 'll5 milllm f or the 
first quarter of 194). This leaves · the estillll'lted net etfeot of the 
Hyde Park J\cre~t upon Canada's u. s. dollar position durina 
these two perioda' at :'\27o Ji_llion end ~60 million, respeotively • 

. . 

' 

Regraded Unclassified



The tflpl1;t1~-&M ~ ~ up ~ •how ~ ~ 
troD l(rcW Park ~te for Ule ,t ... rtUOII ~~taft~ 

on behalf O:fi.~ hppl~,, 1.~ •• wert 11lcl~ ...,_ lllller 

mercMndise tJ, 'ltlit 11, bee.__ o! the etilait oerkiA 

discrepancy, in eho~ 1nt.rnll 9f.ts.., bet- tha aarepte 

ot Canad"'' u. s. dollu upen41turia 1ncvred tpjo ~m tor 

use 1n production on U. S, ,account .en4 the nlue ot the U.. s. 
dollar content ?'r goode eMPI*l b.r CIUIII'da on thOee .orders dUl'-' · 

1ng thG Sllllle period, , 
• t .. t 

This prccedlll'$ gi~ 11. 11101"11 llccurllte p1ctUI'O ot Canldl\' • 

u. s. dollar noedil !or ehoH. period.l. ()l the one hnnd, it 11hoWt 

hw 1'\uch U. S . doiUJI,r erchange Cilnada actW!lq neoded, or n­

timates to noed, d~ 111\Y cbon period !or morohPnc!1so illlportll 

!rom the tln1 ted St.11tee and, .on tlie other hllnd, hQf 1111:h U. S , 

dollnr axch:lnce aha 'received, · or axpecte to rooo1:ve, !or illo~ 

chandise ehippod duz;iNI the •- 1nte"'ol o! tUie, for tbe 

poriod, July throucli.lleoomber 1942, the Clllla<\1Jin Go:vemiiiOIIt 

ostimstes it wil+ epead. (•3.5 lllillion ot Q, R, 'dPll.ars on account 

of 111ll' Supplles. Ltd., Rs a&unst 1)29 1;11ll1on ot 11· s. j!OOds , 

used to produce lbde Pnrlc e~ expooted to be ehipped d~ 

ing this e .u:>e eilt IIICII tile. , 
~ 

I! the C~~nadian -!orocaet tor the CUlTel\t aix-Nitl) period 

is r onlhed, Canad10111 u •. s. liollar roce1~ !rom 81de l'Ar!C 

trenaactions wUl be at the !1111\ual rat.:! which the fr111foore of 

the .<\creOIIHIIlt hoped' WDuid be ro11ched durin& the !irat )'etlr o! 

operation. · 

A. Receipta !rOG I!Yde P?rk Exporte 
' 

• ' • 
• 1 

DUring the tov and one-half mnthl '1!!11ch alapeed ~ , 

tween tho drawinc up of the current Canadi M torecAat of re­

ooipta ·from R)de Pork transactiona Md the one aubmitted 

bet JI~h; t!)a 1J, s'!' CJovai"'''IIOnt 1nCrOU~ 1t8 Comitlllenta· 

to purches.e .Cn!Ziim munitions end atratecto Mter1als b7 

nbout ~500 tid.llion, This liSOO mUl1on oJpmaion in u. S, 

GovelTII:l~ qrdeie ,bas not led to !I aubatMUal ~pard ro-

vision in''tbll Cl!llll~nn· Goyom1:10nt•a ~stiDtlte, of u. s.. . · 
clolla.r iiioeil?t' !rol:! .R7de Parlt trllllaACtiona, tor 'tho CUl'rent . 

six-I:!OI'lth p.ll'iod. Tho rocant toroo)ISt, •hom! on P• 4.5 

aboYo, .Ul<llfe for ~ incronsa in tho current· 7\eld or U, s. 
doll an 1'rcm H;ydO Pari< a xporta ~ onlt !\:30 mU11on ooter thp 

~unt precliotod tv tro ~d1nn Qovomaent laat ''tore!' · The 

toroo~a't. !or the t1r11t quArtar ot 1943, hcrwawr, bAa be811 

r .Used a\Wstmti:llq abow the ••arch prodiction, 

.. 
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The ••11 anUcipated riae in ll,yde Park z-.ceipts . 
tor the current six-eQnth period, shown b)- t~ ·!JBJlll~~ 
o! !!unit ions end. Supp}T' s estilllate o! Jul1 14 

1 
over the · 

one drawp up bet Februny 26, ill hlli'd to! reconcqe wi~h 
the mucl1 larger increase over the F flbruRry 26 (oreoasj; 
shown in an estilllated schedUle o! reooipts on the then • 
outstilhdills u. s. Government contracts with \7ar Supplies, 
Ltd., i11'81m up b1 the s- Department as o! 1-!ay 31, 1942. 
The Jlq )1 forecast shows expectod receipts on tl, S. 
Qovemcent oontrncta with 'Tar SuwUes, Ltd., ctxclusive 
o! the ship contract which lT~S then not )'8t s~gned, o! 
!'>183 millioo , July through December 1942, and or !160 
m1111oo, Jnn\lary through l!arch 194). This represents an .• 
increnso o! !J].OO million over the Febru:uoy 26 estimate 
for receipts !rom this eecount during this nina.:month 
period, It 11110\YS fdr an incro11se in reooipts 1 JUly 1942 
throuih l'aroh 1'943, two-fittlis AS lergo .US the _total value 
o! the contr~cts signed with 1fu Supplies 1 Ltd; betWGen 
FebruAry 26 Md !'ay 31, 1942. The more corrt~ervative ea­
ti.Mte submitted tq the ~dial l!tnistry of Finance on 
July 14, ma.y be the r.~sult o! a more sobei' and thorough 
apprabal of the prospects during the ii!Dedipte future and 
ma.y represent a ne11r0r 8pproAch to tho 11ctual resa:l~a 
which rv;r bo expoctud during the ni.no months ending 1!/lroh )1

1 
194) than did the en~lier, more optimistic !orgcasts. It 
may, hortevur, renoct nothing more than e, change in the 
directives covering assignments ot C!iladian munitions pro-
duction betwoen Canndinn neede, U. K. orders and Wm- Supplies, 
Ltd, A decision to roduco the priority r oting of \far 
SU!lplies , Ltd , , and to fill othar orders first would, of 
course, be imodiat ely renecwd in ,. 1f0re<~n1ng .of J~aocdo.'lf. 
U, S, dollAr prospects . . 

'ftlo ~ctunl effect of llydo PArle ~ransnctions, Jan~1117 
through Juno 1942' on Cllmd'l1 s 0 .s. <lollnr position closo}T 
npproximlttos the ostimata subJilittad la;st !!~rob , but onl;r 
bac11u~e ot tho unnnticipqted rocoipt of C34 tti.llion of· " 
lldvllrl_ca paymonts , April through Juno, hrl!'llY ·1n•c:onn<lc- · · 
tion witJl tho expnndod aluminum progrA!n', :rn this conno'c­
tion, it is worth· noting th11t no prepii,YJDOnts on c api till 
acvmces '~l:O wr;pootod by tho Csnad111n OovolTiliOllt on lf.Ydo 
Park :trnna~tctioos, during tho nir.o-aonth period, July 
1942 through !'arch 194). Rath3r expor ts valuod at $)6 ·­
llilUop. Aro upscted to be made agllinet cnpit11l · ru1v1111ces 
IIDd pro~n,ta received before tho close o! June 1942. 

The est1jMtos of the Dep11rtmant of lfunitions- md 
Supply rolntivo to C,'lnllda 's receipts of U, s. dollars 
!roo ~a Pnrk oxports during the nino 1:10nths ending 
!!Arch ll, 1943, aro gi'VQn in BlmllliAry form below

1 
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·~ . .• • .. IW 
tllft .. tan . 1~ 
·;i :~.· 1:1: 

' t . 
.. 

Total val..u. Clf ~· Pllrk ~ .... .. .... . 

Value of aportll Olldll qAinst p~ 

pay!!!enta •• •••••• ~ •••••• •• ••• •••• ••• •••••• • 

current ;,teld of .tr.s. dollars t'rc>m · · ..... . 
}brde Para eJtPO rt. a. ". . , . . . . , , . . . , . . . . . . , , 

Value of u.s~ mat e rials used tO' produce 

these exp()rts (including !night ) ••• , .. •"; . . . 
!let oarrel\'t .yield .o! u.s. dollars 

. : 

Cllilliolll 11. S. 0) 

2SS 161 419 

~ 

38) 

~ . .. ..Y .Ji 
... · .. . 

from ~~Park expo~a . . ..•. , •.• , , ....• 209 130 J)9 . 

... • • .. 0 • 

\ • • 

The abo VII to recut 1e dnmn ~·en ' the UIIIIQPtioti tbat. 

the u. s. components required to pNdii!M th .. e goods WS.U 

be torl.hcoilling ~· c\llT811t P.roduo~1911 sohedlllU 1h Canida 

ma1nt e1nedt The Canaditm 1!1n1etry of Finance believes thie 

ma,y be .,n .ove:r-optimstic view. .. • · 

The a!).)'!'! fi&lm!• il'!cl lid. reoeiP,t. !ron fXPOrt. of . 

only those Ntela .W!Itch are the aliljeot of. e;eoial deab 
1 

w1 th Hatala •'Ileana ·and' Defense Plant Corporatidaa. The 

vut bulk of Canadi811 nickel exports to tho United States 

have 8000rd1ngl)r been excladod from thia tabulatiol), e,.n 

though J)I'OCIIIoticn at ~ Iiltemat.io~ NiCk.], Qocrpalf" .ill .. 

Canada 11 'bet~!~ npaQded;' 32 l:liUim potllldll p~~r Cln\ll:l ,.at a , 

coat of )26 ~U1crl; · with ' the t1n1110ial uabt_. ~f tb8 

atfilia t»d co~ 1D t'he thited Stat.s. ·. ·• . ·· , . 
~ , . . ; . , .. , . 

.;.J.Uillinz ai)C! load are the principal matez:iala covered 

by theee Speo\al: deals with l(etAle llef8"" ~rporBti6n, ~but 

a small IIIIOUtlt of aei'OU%7, l:llinganeaa. cobalt, ~r, dical . 

and sine - abo betnC obtllined !Jildar theaf arrq-nta. 

The purchase progrllli f or aluninlll'l hu been eOMidarahl)­

lltepped up au- the Fetinlary .••tima~ ~re made and ~ 

livariea during ' recent ·ilicrlt~ Ill!~ . be-~tl¥ in uc~a 

ot what was then an ud.j,fttecl, but Ire de ngt. lalolr how IIIIlCh 

or sn aUow1111ce the Department ot llilnitioae and Suwl)-

made in its July 14 forecast either t or the expuwion ~,. • 

the alwd.nu. progran or tor the plocing of other u. s. 
Government crders t or Csnadinn ainerale. 1Je ~ 11a ,.at 

not t he CIUladilll Oovomment 11 breakdown of 

t hose eithe r liS betwoon contr&:te w1 th War 

Sllppliea, Ltd., and tho special oaterial deale , or as be­

tween princi pAl categories of comnoditios. 

..... 

·. 

It 

.. 
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.t\t a 'M&t1ng in the Office of t he Secretanr on .July 

21 ~eentati,. o! the lletals R.eaern Corporation 
p~a:mr: estilllates of net pqments to be made by that 
... ncy on Clll&dian metal and ore purchase contracts 1 

as !ollo-. .sr 

... Approximate Value o! Expeotod 
Oeli<reriea 

J\1 u:rninum 1 o 0 0 o 0 o o o I I o 0 0 0 0 0 0 0 0 
0 

0 • 0 I I 1 

(J'ade against prop~ymonts) •••• • 

Land (inc . ore & cones.) . ·.·.·: ... • 
Zinc (l!letal 1 ores & cones.) • • ••• ·, 
Nickel • •.....•. . ....... •..•.. • • •• 
Al.l other . ......•.. ........... . .• 

·· 'fotal •................... t~· ·· 

,Uuminu:n delivered againSt il.dvanoe 
p~ts, as abovo • ..... • ...... • 

Estimated current p~nts'to 
be mado against deliveries • • .• 

1942 1943 ~ 
-mmi~. s. e.,--
45.6 90.0 108.0 
13.5 25.0 3(),0 

6.3 !I .3 . • 3 
1.4 ·:1! .2 1.6 
. ·.·s . . . 1,4 " ·1.4 

2.:1 1.8 .. ... ·- . 
·~ 

. '5~.(; 
. .. 95.? lll. ) 

13.5 , 2s·.o .1212 
' • '.· .. 

42.1 io.? 81.3 

'!/ Soma of theao oont~ects provide for I!UlXimum .end minililum do­
livariesl figuroe represent l!lnxiauo under contract , 

'· 

In nddition , th•l'l'-?t~s ltlserva CorporaMon· has ~ontracta 
under nogotinticin ''llhieh will rllisol expcct<:~d deliveries from 
C~nade through 1944 by .~..bout ij].O million-i,;o, m,.4 million in 
19421 ~5 .8, m1ll1on in 19431 and 33.2 Dillion in 1944. Pending 
oontraots·cov()r cot>por 1 .load and zinc conoontr.~tcs, Md ill.uminll. 

I ' • • •: . 
' ' I ' J.s for 'J . · S ,·· Oovorrlllo3nt contracts with ·:::no Suppli<ls, Ltd,, 

llirpll'.ncs1 cr.rgo 'ehip'1 shells and guns togothor account for 
thl'<lil-fourths of othU" total commitmonte oada through June 1942. 
The table on tho following P"-RC sets forth -thoso nontr eeta 
clessitiod by princip'll. types of rn.IJlitiona1 occording to tbo 
aubcCll"cl.tteo rorjldnaible for their negotirttion. 1t 1e t llkon, 
wtth onl7 alight cbmg\lll £ro:,t the statiatical roport reoent}J' 

.• compile d by the IIIIIO ric'l~ liectton of tha Joint w~.r .Productim 
~llmd.tteo , 

~· . 
1 •• • ... 

• 
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!df1>l&ne • . .. ..... • , ...... • •.. • • , • 
:!erchantl Shipbuilding •• .••.• : • •• • 
Shell.: ...... ,, .. ..... . . · . .... .. .. . 
Guns. t; •••• • •••••••••• • , .. . ..... . . , 

c= un1cation and Fire Contri:>l .. , 
:•echanization & Uechan1cal 

'fran sport. • ... •. • , • .•.•.•... • .•• 
SMall A,'nJ.& :~tion . . .. . ...... . 
Chemical& and 'Sxpl.osives .... ... .. 
Unclas s1tied., .. .................. . 

Total. of contracts signed ••• • , 

171 
158 
136 
101 

67 

4l 
38 
ll 

..1! " 
754 

16 

The proportion of Canadian munitions production goi~ to 
'.iar Supplies, Ltd. , for the ace~ of the u. s; Qover:mant, 
i s expectod to ·at least triple bet..:een the first quarter of 
194'- and the third quarter of 1943. /. ccruJ)il&tion of the 
distributioo of Canadian muni tiona production by oountrr of 
purch~se , which was also made by the :.mer1oan section of the 
Joint \!AT Production COII'I'Iittee, is lhown below. Since it i s 
baaed on U. s. Gowmment orders ..nth "Jar Supplies, Ltd., 
in ef!ect on Hay 1, 1942, and since 11265 million of addi­
tional contracts have been signed ai119e th!lt date , it almost 
cortainly understates the Nlative i.cpOrtance of the U. s. 
Gove rnment orders in tha Canadian production pict~. 

Canada 

1941. I It 0. o o tot t 0 ott 0 too o o 0 o o e 0 
38.1 

~ - 11aroh • • •.. • ....• •• . • • • 33. 5 n. 
J an. - Dec .. . .. .. ..... . ... · ••• )?,1 . 

19)? 
an. - Sapt:, .... •• •• ••••• • •••• • 36. 3 

JUly- Sept .............. . .... 33-9 

60.2 

60. 2 
51.9 

48.1 
45. 6 

United 
States 

(percent) 

1.7 

6. ), 
11.. 0. 

15. 6 
20~s 
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B. t::r- u. 8. 1AIId-l8ued to O. K. and tran~~!arred to _!!!!!!!!: Qi Iii pijk ijreement 
C1111adian 111p0rte troa the United Statea whl.ch are obt ained b)' the lJr,i ted r.tngdom under lend-laMe tor t r ansfer t O' Can.da have so tar this year baen running liNCh hi&OOr tb!m ~ _ Cenadian Qovemnent est imated in Harch they would be • Duril'll the first six 110otha of thl.a year they .were ~or twico • high 1111 oxpeoted laat March-i . e,, th&y ,t otalled 1:28 1111lliODo Tho current estimate of ('41 million, .to~ the .pe~od, . .ru17. • , through Dec amber 1942, r oproaents a 50 percent riee . over t he, . tieuro forecast mada last !'arch . , . · 

If the ourrent osttmnte for tbo latter halt .of tbil · year is Nalized, Cllnada will baw.recoived.~ nillion ot , o. s. goo<ls during 1942 llhich did not reqlliro a U. S. dollar outla,y on her part. These goods ar.> rocei ved ill acconl11100 Tlith tho prinoiplos or tn' Jtrdo Park Agreemnt1 they are pnid for b)' the U. s. Govomnont and cbqrgud to tho Oni tod !ingdoat under lend- l ease. 

Til<! current forecast ot - cilUon reproacnts. oao.-third ot tho ~~nount the Cannd1an ·Oovamment· now oxpacte to spend during 1942 tor illlports. to ba 118ed 1n Gan'Mia t or • • l!lllpire war production. The proportioo ot thea~ oxponditoiU"JII whicb nrc offset by tho receipt of goods charged to the. tllitod Kingdom undoJr lond- l oase bas risen 'steadily. Tho pro.-. portion hila incronsed !roo less than 12 pc rcent tor too tint qunrter·o! 1942 to a hoped-tor Y7 p;:rcent in the last quM:ar of thia year, .. · 

It is not nll tog()thar clo~tr' "hY this part ot the H;rdo PIU'It Jlgr lemont hilS not been t10re successfully cArried out . Tho intention 11n11ounced b)' the frlll:lare or tho • .gro010181\1: at too ti.De 1t I'I".S reached llllS to rbl1.GVO Car111da Of Jtlllking U. 5 , clollnr expundituros to obtain goods needed in her production ot <~llr goods for the ,U\itod Kingcloo end other &olp1N countries , This vos to bo a6cot1Plished by tha Uni told Kingdom obtllining under lond-lt~•so for trllllsfOr to Cimada, oith-.~r tlu idonticP~ goode to lxl used 1n product1.oo !or llritish account, or the sqlli vdcnt in vru.ue of ouch goods obtai nod Md pM.d tJJ.r ~ . , . Ctlnadn . Slowness of l ond-lonso machinery during its tirat year of opP.ration , initiAl r:~luctonC<l ot Cannd1nn o!!icillla to go through lond-luoso p~ur ... , Gnd -t110 poo&bU.itioe ot 11.dvorao politioal roporcus~ons in thi<a oount.ey to CMP.d, ' s obtnining such ind118tr1ru. goo<ls ~s coAl llld oil under. leod- leAae tor uao in production tor u. K. 11nd l')npiro ~c:oclunt, oa,y nll M vo contribut.ld to ·tho oeagoo 8haw1.zlc aa~ to -dllte under thb 'Pilrt of thu !.gro~t.. . • . . • • • 
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' .;_ A t'lbalat\on rocai vod trom Wnd-LeL'.IIIl indicatlll that 

tuQJUt':'l"o ~loo.~ 1e t10ro pl'OI:Iiaing tbnn tho past rooorcl. 

tfm'!X :ruq\lsittllna I!Pprovod by thllt ottice up to the middle 

of J\ily ptlovido tor tho recoipt by C'll'lada ot obout &90 

oillion of 'J, S . aoo<l• undor thl.a p'lrt of tho Jb'do Pnlt 

n.;cl~rntion. This 1a in Addition to tho :t)O nillion of 11. s. 

goods Alroney tronstarrpJl.llllde r thl.a ~ZTqQialt. ot tho 

i90 oUlion of u. s. goods still to b9 deli '1\Jrod undilr tha 

Canox :NQu.iaition alraney approYOd by bfnd-Lr;~aso, f;?O Aillion 

repros<111t11 t he vAl.uo of requ.iaitiona, cOI'll'dtllont lettdra tor: . 

rthich hiiYO boon aignod atn.oo the beginnins ot i.pril . 

c . Petrole~~~:~ producta~hru!
dd bx u. s. ·oo 11ocount ot 11. K. for 

thQ §ira~ Alr-Tra ins P1nn · . .... . . . .. . .. . . 

Accordina to tho C>~nadian OoVIlmmcnt, .th~a potro~oua 

is boing purch1111od by tho u. S. OoV3mll81;1t· trom .nor1o1111 · .-.· 

oil ~anica in C3ntld!l arid chcr'l!Gd undor hf.l4:looao to 

Qr.)at Bri tcin. Tha ostimtc o£ ~20 r.1ll1on tor the six- · ·. 

tlalth poriod, July through llec3J:lbor 19-42, .and tho tozoooast 

or ::,\11 cllli.on for the first· q\1/U'tor ot;l94) aro prolilllineey··: 

nnd l:lllko no allcmnnce f qr ~ha crude patr.o.le.~ which Clallllili 

rdll h11vo to purohP.ao in tho United Stntua to fill' thole 

ordere. The procedure, under whicl! thoa~ potrolew:a products 

nro being ;>rovidod 'to tha J;):pirc .idr-Trllinin& Pl'on ' 11\ QM~. 

is r.>port<ld by tha c~nndiens to hovo bJan ngrood up6n at the 

Intllmlltion'1l ~;it' Contoronco hold 1n Ottll\fn l:lat SpriD&• 
:•} . . 

D. l.ccotmlishr.lonta undor t he !!ydo . Psrl< : 'i!rc.>oant to dnto 
. . . 

The Depe.rtoent or Uuni tions anG! • S1WJ11J' eatil:latee that 

Canada hae received through J- 19421 . 1111 a result of the 

!~>'de Park . .'.greer.tt , :)200 nilli<m or. U';"S . exchange as p.;r­

I'Olnt for goode produce!l. tor the account .or ;tAe llni t..C States· 

and :')0 nil~ ion of U, s. goods charged unller .lend- lelllle t o 

the United f!\ngclom , T!les.e are grca.S' figural' :Rhich I'IIISt be 

reduced by the •atiaated aoi!UDt o! u. ·s .• ca:p<?nenta uaed in 

the production of Hyde Park exports in order t o arri va at Ul 

o3t1mate of'the net contribution to Canada's u. S, dollU' 

position nade during thill.pariod by ~e Rark traneactione. 

u. s. qol'lJ)Onenta used in T-hese exp't~rt. :t hrouJb Juno 1942 are 

placed at :~ llillion, and the net contribution or. thole 

transactions to Canada' • u. s. doll'ar holdings durin& tbe 

first year ot operation• at , theretare , $210 nil.Uon. Tlw 

tsble on the rollol'fing page aUIT.Iarizee the effect th~ 

June 1942 of the trenaactione undertaken by Cmada With 

the United Statea pursuant to the fb'de Parle Deelaration, 

Cl6 
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Jan. Total 
Thru thru thru 
Dec. June June 
!2.£ 00 ~ 
(lallioll8 u. s. C) 

' v lue of Hyde ranc axpo~s ••••••.••• ••••••• • 8 69 71 n • ·. 
Deduct exports ~~&de against prep~ts •• • • • ? ? 

J.dd prep~nts and cepi tal advances •.••• • • • so ~ 128 

CUITent yield of u. S. dollars from 'HYde 
P 8I' k 8JCI)O rts • . . . . . . . . . . . . . . . . . . . . . . . . • • . . . 58 ... 140 198 

Add imports or u. s. goods lend-leased to 
-,r, K. and transferred t o Canada under 

H;yde Park •••• ••••••.•••.• •...•••• ••.••••• • _1 28 31 

Grose contribution o! HYde Pari< t-rans-
actions t o Canada's U. S. dollar 
resou.rces • • ••••••••••••.•..••.•.•••••••••• 61 168 229 

Deduct u. S. dollor cont ent of Hyde .Parle 
exports, shown nbove . . ... • . .............• • _1 18 21 

Net effect of Hyde Park transactions on 
Canada's u. $.dollar position •• •••••••••• 58 150 200 

· ot the ~,58 million received by the close of 1941 on 
Hydo Pa.>l< exports , 350 r:li.llion represents prepa;yments f or 
aiuninlll:l and :;? r:li.llion was received for lead dell vered to 
the ~tala Reserve Co11>0ration. Through December 1941, Canada 
recei~d less than ~ nillion or U. s. dollar exchange on 
U. · s. · oovemnent otdere placed with War ' Supplies, Ltd,, and 
only'$) million of U, S. coods.obtained by the United Kingdom 
un~r lend-lease for transfer to Canada. 

Prepe,ymente continued to be' the largest source of U. s. 
dollar receipts on Hyde Parle tra~sactions during the firet 
half of thie year . Canada's receipts of U, S. dollan, co 
aecount or U. s. Oovemnent .contracts , through June 1942, · 
approx1oatecl the 4200 to i'JOO 1:1\llion ll'lnual goal aentioned 
in the Declaration, · 

: .. 
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!i:. Tho outlook af'ter )lal'Ch 194) 

It u. s. Oovemwnt ordere in Canada are not curtailed 

and the present progrllll 1e mai.nt~ed tor eometS.. in the 

future , then receipts of the aqnitd torecut for the nine 

months ending !larch 194) m~ be expected to be ocnt1n11ed tn­

det'initaly into the future. The alight increua ebolm i n the 

latest forecast for the laat ailt.Jialthe ot 1942 O'l8r the •~ 

tilllate subr.dtted last !:arch, coupled With the large eggrecata 

of ordore s1 (llllld by the U. s. OovernMnt Iince the oloM ot 

February, indicates tl1at actual receipts , during the 111<11ttus 

il'lmediately, followinl! the close or t;arch 1943, aq be at a 

higbe1" rate than th~ estimate for ~he current nin-th 

period. Likerdse, · t he outlook wuld seem to be tor an in- • 

crease in• t ho 'value of u. s. goods lend-loaeod to. the th'lltad 

Kingdom and trtmBferred to cran&da. Tbie, or O'OUrH, .,_ 

that u. $~ goO<la neoessaz,' .. to· lllld.nt«in preeent pi'OCfiii<IUon 

schedule in q.nfta.da are fo~comna• 

.Ul 1n all in the absence of any unforeseen untawrt.ble 

do\"i!lopmcnts, the effCJCt ot l!yde Park tranuct iom upon 

Canada's u. s . dollar posUion m8,r be OlqlOCted to be eftll 

gre ater ll!'ter Karch 194), than dllr1ng tb11 ~&tel¥ pre­

coding months . 

• .·~oria' · U:e1 

'\ • ~! 

&f' 
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VII . c:Jl;.ru,•s ST&m.INO POSITIO!l • 

'l"e haw ettempted bel0\1 to draw together a p1ctUTe of, Canada's !i"Mcilll position vie- a- vie the Sterling !.rea a~nce the outbreak of 11111' in Septedler 19)9. The data are taken &1-rnoat ent.irdy frolll of!iciel eourcea, 110at illlportmt of which are aJ)MChea ·delivered by llr· llsley, l~nieter ot ' Finance, on r arch 18 and ,runo 23, 1942, contipential doc\l:llll\ta submitted tu the CetadiC~ Gonnment. to the Treuury at yarialll! times during 1941, and memoranda received froJil ~ Britiah Govemlll*lt C:on­tainina the in!ormaticn presented by the Treasury to Congresa in January 191.1. 

Canada has contributed rougllly the equivelerit of IS>. 2 billion of goods and services to the Sterling i.rea , September 19)9 through June 1942, This 1e the anount by which diU'ing this period, the receipts or Canadian dollars by Sterling t.rea countries for coode and sorvices exported to Canada.- llbl1r\ ot oxpenditurcs made in Canada on their buhal! . 0! thia t:2 billion total , all but ~-225 million was financed by Canada; and of tho ';1. , 8 billion financed by Canada, all but ~l5 million represented a drain on tho public Tre~ury. 

Tho table on tho next pag~ ahow:J the v!IJ'ioua JDOaJ\8 by which this ~2 billion cash deficiency of the Sterling .\rea vis- a-via Canada baa been eett1od. Tho figures were co~~q~iled on t he basis of ono ClASIJIIPtion which ~ not bo trutl in tact. This &SSU~~q~tion is thrt no furthllr repntriaticns have boen cnrriad out under tho u. K. :Jar Jf'l.nancing .let, beyond tho 1)200 mUUoo 1"3portod by l :r • Ilsloy in his speech of June 23, 1942. Tho3 diatrihution of the figures betwocra tho di!for ent porioda ~ e.l.so not be "entirely accurate; it is in part ours made on the basis o! d.'\t& 1\t hmd. 
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Trms.fer of gold to Canada 

byu.r·~· ··· · ······ ··· ··· ······ 

Private repatriation of •U,r. .­
held CaMdian eecuritiea, 
and other private transfer• 
of cnpital. •. .......•.......• • .•• 

Total financed by Canadian 
(lOvemmentt 

Repatriation of Dominion 
s ecurities • • •••• ••• . • •••••• • 

,\ccumulation of sterling 
balances or extension of 

45 

191 

227 

70 115 

169 20) 56) 

gift . . .. .. . . . . .. .. . . .. •. .••• 78 657 387 1,122 

Total cash deficiency of 
Ca.nadiM d:ol.;La.ra • ••••••• , ••••••• • 896 590 2,027 

· ! .. indicated by the penultiu.te itea in the abo,. t.oble, 

Crnnda 1 s tinmcial relatione lfith the United JCingdc. 811<1 the 

rest of the Sterling .l.rea h ave been put on a new footing in 

accordance with the U. JC. l7ar Financing ;,ot paeeed in l:.arch 1942, 

, First 1 al11103t ~ 400 of the OS$ 900 lllillion sift pro­

vided for in that Act ll'la been alrea~ used up, If the r ate 

of expendi tUN reported tor the tint· 'quarter of the current 

.fiscal year continues 1 the sUt will be exhausted bef'?%'11 the 

c~ose or 1942. The origl.nal e:rpecwtion was that it would 

.· toke care of the -requirements of the Q\ited linsct>m for 

Canadi.on dollr.ra until -til:le early in 1943. 

This i'orecast WAS bASed on the nss\liJII)tiou that the 

St e rling Area' s deficit of Canad14n dollare durlng the bet 

nine montha of this year would be at roughly the s11111e level 

· · es in the fiscal yeer 1941-42. The diebure-nte roported 

mtJde under the U. K. UP.r ?innncinc Act during the quarter, 

.iprU through Jlme 1942, ore at a higher-thim-IIYo!rage level 

118 

' 

Regraded Unclassified



for the preceding year 1 a'Atll after allowing for t1» 1~ 
elusion of tJSS 69 mtlliQD of put aaCIIllllllatione o f •tltrlinc 
in tho figure of USS .393 millim disbursements m~a . thro\1811 
June·. '.'Ia ' do not- ktu:*•..,hether this increase renocts a 
pom111ant trend or .,.hether i t 1a merely ' due to a change 
in the oechanics of bookkeepinG· It 1s ;;enerally ex­
pected that wben .the CllrreJ\t appropriation is exhausted 
provisiar will be cade to continue tho free gitt arrange­

cent. 

tJndor the arran.,"8Cl8nt.J the Doaainion oowmment . 
provides the United Kingdom m.t)i ·canedian dollars to pur­
chase munitions, food and raw me~riw in Canada. It 
i s desi{l)led to take care of Britain' a needs .for Oanadiln 
dollars over and above Tthat sho obtains from exports of 
merchandisa and services to C_anada. 

Secondly, n t least ust. 200 million of tho eatiJuted 
us~ 265 r:dllion of ])Jninioo Govo.moent and Canadian 
ll11tional illlilnay securities held in the United !Cingcloa 
at the ti.ce of the passa,_'O of tha U. !(. r.ar Financins 
.. ct, havo alrcad,y been repatriated in accordance nith 
tho provisions of that ;,ct . '!'no hundrod million .ie t.bl) 

amount roportcd by the Canadian llinistor of Fintmee in 
his speech on Juno 23 a~ ~avinc boon chargad. t.o. thl, • 
Account for tho fiscal year 1941-42. ·va hRva no informa­
tion AS t o whothor on Juno 23, 1\60 mil:lion of thaae 
securi tios Nl'lo.ined to _ba NpAtriotad and, 1! 110.1 whether 
m.y or all of this. %o million bloc have since been trans­
ferred, or tthother the diftorentiol betueen the ~unt 
reported repatriated on June 23 lind the total ltetiJDotad 
lRst llarch 8S held in the United !CingdCJ'I repreaent.a M 

error in th At estinate. 

Thirdly, the opemion, to convert us: ' 6JO million 
of tbe pnst sterling acc111:111Uiticne sho'lm in the table 

· •. above into n Cnnndian dollnr oblicotion of the British 
· OOVOl!Jmont , hAs alreadi be'!n cor.~pleted. /.ny, balnncee 
· remainina over And rbove . this loM, plus the aoount 111ed 
in repntri11ttna the soc uri ties, plus , the lll!IOunt ch11rged 
to the ~t, rre presumnbly n.eceaaory to conduct the 
current operr.tions of the Cnnodi'!ll Foreian Exchnnce Con­
trol Bo•rd. 

'i'he ..,ount of the US/ 6Jo million lo•n is to be re­
duced durins the wn.l' by U.e prooeods f~ cny. redemption 
or .. raP~nt of Cnnndi~n aecuritios o.med in Britain, 
as noll •s by the proceeds ot eny sales to parsons out­
sido tho \fnitod Killbdon of Canndion dollrn- socuritiaa 
01mod by rosidonts of the United Kin idoo This lenvos 
t~ Brl. tish Oov Jrnment !'No to usa the ~occeds of 
U. K, '"los outaido tho Unitod Y.inzdoo of Cmrdian 
atorlinc securitias for purposua oth~r thm tho reduc~ 
tion of t his loan, 
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In addition to tbe aeourit.1aa wlloae repatl"latioo ..... 

provided for br, tha lT, II'. TTar P'1nmc111C I•~• tht OIDII!tl111 

Jlinister of Finance·ln intn>duoina that railolftt.CII -

timated that U. p;, ruiMata bold. ·aa 11\l&ftCata ot 1ll1i 6)0 

million of Canadim cloUv ... url~iee, or tQ 111 -.mt 

1'0116hlY equivalent to tbe f- ...._ o! tbe C.~111 clo~ar 

loan to the Bri tiab OOwn.ent, llid about 'll9t: t'IO .UUon of 

Canadian sterlinJt aecuritiea. These tiaures are rour,hly 

50 percent lower~ the .. tt.te' of tbe Dre1ntm 8urNil of 

Statistics for 1937, a11.1'!'t4d for repatrbtiCIII OperatiCIIIa1 

t~ould indicate. On the ballle of ~is eat!.ma~ of t-he 

Dominion Bureeu of Stat.1etice, Brt.t!.M reaidaDte IIU.).l ·han 

investments in canada with an acstecat. Talua of o.,.r 

us:; 1,500 millipn, 
. . 

/.s pointed out by Opnadhn o rticials, the clwlp in 

the fiMncial arrang-nt Will not lUter tbe ..o~mt of 

money which tbe Canadian OOvemmnt will hew to reiae. So 

far as co.ncems peat acolllllulatioos, it merely conwrte a . 

de~d sterling liability on tbe British Oovernm.nt into a 

fixed Oanad~an db;llar oblt:!etion and, eo fer ae concerns 

future traneactiooe, it me;ely means that the Cll\adilll 

Government Will no longer receive a~ equivalent sterling 

credi t ~or funds paid out by it to finance British expendi­

tures in Canada. The table below shows t he increase in the 

QniOunt of financial assistance given by Canade to the United 

Kin(!dom as well ae the rise in the direct war expendi turea 

of the Domnion. Govenll!lent . 

ThO Canadian Government Expenditures on \far Ac~ount 

Since Septeober 19J9 

1939-1940 194Q-1941 1941-1942 1942-1943 
~Enol.·~ · 'est:,l 

. ... p!iiUons U. • h) • • 0 • -Direct w11r expendi-
turos . •. • •••.••.• : •• llO 6?5 1,200 2,000 

Financial assist ance 
t o U. K . .............. 100 ~ ~ 

1 ,000 

Total •••• •• ••••••• 210 1,0?5 2,150 3;000 

P.rcentage that finan-
ciol nssistanco to 

Yf'/. 44'/. 33:' 
U.K. is ot the total. 48% 

.. . 

ll9 

I 
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B. and 

Accordin& to official, c,n~an statements,, ihe Dollll.nl,oll 
Govemmont during the period, September 1939 through December' 
1941, hnd a llet surplW! of: .sierling reoeipte on current 
account of the aqui vr.lent of US$- 1,4)S million. · 

British figures sul:aitted to the Tref.SUfY for present~ 
tion io Conaress in JanuaJY 1941 includfll a 'tabW:ation of 
sterling expondifures and receipts of Caneda and llewfoundland 
for the first sixt.oan months of war. t(r. neley on !.larch 18, 
1942, gave figures of Canada's sterling expenditures andre­
ceipts on merohe.ndise account for tho yoar 1941. On the baeis 
of those roportod figures and the Canadian Government estimates 
for 1941 oubmittod to the Treasury in Jul y of' tluit ;year. wo 
havo attempted to construct tho ~alonoe of p~ents on current 
account bot\T.Ion Canada and tho Sterling Area, Scpt ol!lber 1939. 
through !l<lcolllbor 1941. Thl.s tabulation ehOITs Canada's rocoipte 
o! st.!rling during this s~toen-liiOnth poriod to havo boqn tho 
equivalent of ~ 21 ).30 mtilion and Cllllllda•s atorling olt])endi­
turcs US3 895 "!illien, as follorrs: 

.... . . 

Recaipts of sterling by Canadat 

1~rchandiso exports to U.K .. ....... 
!'orcilnndise exports to other 
Sto;r},i.Jla '/~Ntt • •.•.. • ••• ,, •••.• , .... , 

othar f'aceipte from -:the s ter11ng . 
J\rea •• •••• • .•.•• • •• . .•••• . •. • ••••• 

Tota~ . sterling receipts ... _. ..... 

Expenditures of sterling by Ce.nada, 
. : 

llerchMdise imports from U.K .. .. .. , 
t:J rchandise imports !roo other 
Sterling Area .... : ... •........ : . . , 

i:atntenance of Canadian amed 
forces abroad . ................... , 

other expondi ture.s , principally 
interest and diVidends , .. .. . ; ..... 

To tel sterling expenditures . • •. , 

!let surplus of sterling receipts 
by Canad.a • ••••••••••••••• , • • •••••••• • 

Sept. 15, Jan . Tot.el 
19)9 . thru ,til"!. 
thru . Dec. Doc; 

Doc • .31 { 1940 1941 1941 
U•-t .. lions u. S , ~~) · -

715 630 1 , 405 

125 :no )95 

10 520 530 

910 1,4~0. 
. ' ' 

~~~)0 
¥ • 

' .. 
165 . : 

!20 ' . '28S 

100 1)0. .'2JO 

20 1~ 200 

8~ 95 186 : 

)70 525 895 

540 895 1 ,4?5 
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The ebove tiguroa for the firat. llixt.een mont.hl or war 
are lower than t.ho9CI presented t.o Cqress b)' tba _,ant 
report.od by the British for Mrchaiae trade between lf­

roundlend and the United 'Kingdom. The figure of t520 lllillion 

for "other receipts from tba Ster lin& ,\rea• durin& 1941 11 a 
residual item and 1e in no wq COIIIParable to tba Brillih­

roportod figure tor thie category of <Jxpendituree during tba 

first sixteen months of war, Somo part. of the rise IIJ'Idoubtedly 

renocts incroaaed !Zpiro expondituros in Canada in connection 

m th t h .. ~pi ro eir-trlining progra, but tho figure probably 

also includes a substantial AmOUnt for Britiab capital assis­

tance and propaymcmts to Canadian contractors, propa:ymenta 

and cnpital a s sistance f or the first autooo months or war 

ore bllliovod to be included·, in the tabulations tor tbia 

puri.od, in rocoipts for morchandiso oxport.a. This is in­

diclltod by tho filet that tho abovo- raportod figure ot 
C..nnda ' s rocoipts of st~rlina tor l!lllrchAndiao exports, 

Sopt-'lllbJ r 19)9 through ~b.r 1940, is OYilr G200 million 

highur ·th;m t ho voluo of Canlldinn oxport.s to thoso countries 

gi von in the ofticinl Cnn<ldion trade statistics, othUe the 

nbove figure for the year 1941 ia mly ~0 aUlion higlter 

then the amount ahOlm in the offi ci~l trade data, 

\fe have no intormntion on CMAda ' s anticip:lted blllanoa 

of account s 1rl t h the Star lin a .\toga f or the il:lnediote future 

beyond the expected net CAn~dinn dollar c~ah deficiency 

of these countries. This is currently estim•ted by the 

CAnndim Oovamoent to be t he equivAlent of roughly US$ 1 1000 

million per Annum, 
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... 111 1III'tlll 8UftiJ ~ '"'"" 

£B:~ICd CC>8Jt.dl cwm•' 
I at.ubal, !VIrq, ...._ber 16, 1942. 

StJ!lJ'ECT 1 franai t.UAc lll1lpriaD .&DU-J-.ieb 1.- r4 

Aucuat. 29, 1942, witb e-ta. 

THB HO.NOIWILI 

SIR a 

'DII SICIIIUII! at SU'l"', 
...sHIRlTOI. 

I ban tile bonar to traDAit barmtb • tree u-.... leU• or 
tba lew ot J.ucuet 29, 1942, obi ell ... puhl18Md .., t.ba buU r4 a 

lew autborisill& tba Bulcari&D cabi.Det to tab M-euy -­

a CODMOUOil witb t.ba ,..~"leU• ot tba J-.ieb q-UOil. !be 

eouroa r4 tba ncloaacl tra1111laUCil 1a tba DUIIZIII.YD VISUm (State 

Cuatta) Jo. 192, publiabacl a Sot!.&, Blllcaria, J.ucuet 29, 1942. 

A c._antal7 Oil tba Ln, in tile ton r4 an oatl.iDa r4 i ta 

priJicipal JII'O'f'ioi..,., wbieb baa beaD prapo.racl 'b7 Dr. nOid H. 

Bleok, tcl.l.on ba1w. 

!ba -tal7 .., tba X.• r4 jUpat 29, 1942, wbieb ton ... 

ba1w1 ~ ba d1Yi4a4 U t cl1CIWWI 

l. J-.iab popal&UOil ot Bulcaria an4 part.icip&UOD 0t lflrlo 

1D tba aooocaic an4 c.-.111 t7 lita ot tbe -b-7. 

2. Deft1~nt ot anU.S.CUoa 1J1 Balpria . 

3. tan ap1a8t t.ba J .... 
a) !be 1.- r4 lUU&r7 2)1 1941 baYiJic • • ita a1a t.ba · 

iaP"ari-t ot tba J• •. , 
b) The taw ot J.ucuet. 29, 1942, baYiJoc u ita a1a tb• 

COilplata 4ut.ract.101l of t.ba J -.ieb C I mit.)' 1J1 BIIJ.pri& &114 

part.1011l.arl7 1J1 Sot!.&. 

4. A ,..._ ot - ot tba JriliOlpal art.iclaa ot tba Law ot 

Allp8t 29, 1942. 

so-~ 
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tbe ~ J..ub popalaUcm ot llal&U'1a Dot illol..U.C tile 

..-t17 _,... - 1a &JIIII 1eetel.J 46,000. Of U.... be._ 

25,000 aa4 )0,000 lift 111 Sot1a ... beW... - ... ~ ..... -' 

ot ~ total JIOPI].aU• ot th1a ci\7. Ill ,....U ~ J•a ia 

Bulpria an a nepa.W aa4 a.ltw..d el-t ia tile poplllaUcm. 

!heir annp at.udard ot 11 ftllc 111 tbe -tr7. 1lDUl tbe .r1H ot 

Bitler to JIO"r ia O.NUQ' tllere bed- beoe u uU l..ull - ­

aOilt ia Jlalca.ria. .r- toot part 111 an pbu• ot bullleaa &114, 

c-=1\7 uta. tbq re...,s.ct ~1,._ u u .....,tiel part ot 

tbt State. tbq tel\ . Do 41atillot.ioa bew- t.'beue1fta aa4 otiMr 

BW.priu ciU-. ftleir -tore bad - to Jlalca.ria ia TIJrk1ah 

ttae, Mil)" taaill• belllc able to traoa tbe1r 4NC.Dt 1-JI Blllpria 

•• tar beak u 200 ,.. ..... 

.&nU..s..iUu tint ahowe4 itaelt 111 toru ot &DD07&11oa to .r .... 

Sooial oatraoia becu to &ppMr. 117 1935 pat\7 paraecutl.C11 bad 

bop. ftle .r ......... c&lled "obertDU• tbe equ1n1ut ot ~ 

Bllclllll "aheai7·" two 7outb orcutaau ...... re I~ wiUob bed 

ha4 ~ir purpoae, uoac other tblllp, t1w paraeoutioD ot tbe .r ... 

ftleee orcu1aaU..,. ...... ..Ued (1) tile U:CIOIIIIU &114, (2) the 

RA!III'l'I:I. tile latter word M&DII "11crltare" or •pl. ......... • tile 

.-beNhip ot tbeH ......,u .. u .... aa - up II&1Dl.7 ot atudeata ia 

tbe c:r-ai,_ aa4 IIDiftrtitiao aa4 ot otller :r-. people. Both 

orcu1a&UC118 bed pa~ aa4 JII'(*Otera 111 h1ch q1JU'tara. tile .,.. 

bol ot tile I.ICIOIIERI aa a c:ircle rl th ·a ......,. ia 1i. tb1a OJabo1 

wu uoa4 u u uU-Jniab .,.bol, tbe OJ>PO&ite ot tbe Jnilll Star ot 

0.'114. tb1a aip ... - 111 rN17 coupl.cuou plaoa • .., walla, 

lenoee, tnee, OD rooka bf """"telll patbe. It "' IIDiYtll'eel. It 

... put oa witb cbalk, ~ ar re4 palllt • 

.r ......... beataD. Jarlah children coi"' to eobool "" 

attacked Jv other obilc!rtn. .lbon 1938 (euct data aot a~e) 

a oODC&J:t ... c:l•u 111 the l&rce ooacert bell "llulaa.ria• b7 • Jnilll 

orobeetra aa4 oboir. loat ot ~ ....sinoe, t.hoolab act aM, wu Mde 

up ot .r... .la the awlieDoa lett the bell it ... a ttacked b7 e 01'oN 

with 'IP• Ill tbe •- ot 1939 bew- tift aa4 aix o'oloal< ODt 

attemooa the wiad.,.. ot elacat enrr J.s.ab &hop iD Sot1a ...... bl'ok&D 

aiaiJ+.- .... 17. !laM, before the w.r beCU a datiDita 110\'-Dt ot 

pareecnaU• toal'll the .r- bed beaD iJia"'I""W. 

Ltg ,.,., tM ,... 

Regraded Unclassified



- 3 -

1. 1M ten •Jfti.lh dNMat0 t. det'1M4. 

2. n.. nliot.ratiGII ot all Jft8 t. requ1nd. 

3, A t1xad tax, or oapltal ln)', ot 20 to 25~ • tile total 
ftluati• ot Jlriall pro~l'tJ u prcmded, 

4, JRe an torbl.ddlll to .....,. ill oartaia protNel- &lid 

lndu.otrieo. For exaaple tilq an not all-.! to bl.d • St.ate -­
t~aota. J•• can aot operat.. o1-rr·· or ta.•ten or O'ft Jlh *' 
or dru, 1toree or <>arr"J 011 ezq tnde ill dnp, Mdloilll• &lid IW• 
t&r7 equipMat. 11>1 11118ber ot Jniah dootore, dentiot.a, &lid 1D7ero 

all-.! to practioo -t be ~ ill proporti• to till Jniah ~­
ceatap ot tile total pop&leU.OO ot QT toom, •·I· U ,. ot the 
popalat.1011 18 Jniah, til• 5~ ot the la7'ero -:r be J.-1111, 

5. J..,o an aot all-.! \o uae Balceriu tq.!.ut.i- •n, 
• oT•, "•let" &lid otilero 011 tbl1r Jftliah -•· 

6. J..,o an torbl.ddea to Mn'7 llulcari&al. A ~rceatap ot 
J..,. 1a t1xad tor ada111ioa ill\o all 1oboolo. 

. 7. IDaption trca •- ot tbele r..tr1ct10111 an p-u>ted te 
J fto who wre dlooreted tor 'Ialor ill till World ller, ..,. 1Jiftl141, 
wid0111 aad orJibllla, and to J..,. 'lbo bad beea aOIITirted to Cbrietiu­
itJ be!on a certea date. 

11>1 JI'1Z'POI• ot tbio 1• wae tile r..triat.i•, robbel'f ud 
b1alliat.10D ot till Jniah pop&lot.ion . A larae ~oontap ot till 
J ewilh population ot aalceri& wu tbron GOit ot ..pt..,....t &lid 

iaponriahed b7 tbio law. 

AI aln&47 oteted the p111; c •• ot till l n ot J&DII&I'f 23, 1941, 
wae tile r..triat.ica, robbel'f &lid b...uiat.1• ot Uu. J..,• ill Balcer1&• 
1M JIII!'POH ot tbb 11oced law 18 tile oo-piete dNt.nloti• ot till 
J 111'1ah o 'v ill JIQlpria. All GOitliM ot tile ;r1ao:1;el c•tut.a 

ot tbio 1• toll..,., 

OrcWMtJ.•. 

11>1 Law oreatN a C.-iaeeriat _. Depart.nt ot Jniah Uteln 

DDder the lialiVJ ot IllteriC'. 11>1 bead ot tilt. De,...._t b 
called till c-s.ooi•er t .. Jlriall Uh.ift, 1M t1rot c-s.oe1-
• ppo1Ated, ud co - boldl tbio poet, 11 Al-mer Beln, till 

•utb• .ot the x-. 1M t-s.•ai- 11 lllioted b7 • c.......u -
poled ot the tollow1nc NFMII1tet.1WII •• -blr ot till~ 
.ldo1111ot.ratiw Court, appoiated b7 tile lialoter ot Jut.ioo, 0111 
Maher ot till lialot.Z'J ot c_, 0111 ot till 111D1ot.Z'J ot Iaterior, 

so- c. 
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ODI of tile JI1Wtz7' of JAi'bar, - of • llJoUtz7' of ~. -
of tile Jul8t.ria .. tJ..aJ. 8uJ< ud- til tile C1'1'ilia *'dUM\ia, 

Great ~ u i.-ted 1a tile c-u.t_. ..S --. b ao aJIPMl 

tr<a b1o cMdoiou. 'ftle lli)>OIIIMe ot tllo Dopart.oat ot Jowi& UNn 

are pal4 ""' till 10 u]]"" ........ Jlld.& c •u ... • !Ide tlllld u 
oollootlll tr.. Mftral --• ttnt, 'Dr 1 ,_.a]. tax til 20 w 
2~ per Ollit ot Jowi& prOJIWV ia ac~ 111tll till 1.- ot J_,-

23, 19411 110CIIId 'Dr 'a tax • J...ub ballk ._tl! be!IIM1ne witll 

~ per out .,. acc-w ot 100,000 lift ..S rUiJlc w 12 per -' • 

aoo-w ot ..,. .Uli• lift or aon, t.bo 1a- tr.. J...ub 

.,..,.,,...., oaboolJI ..S otMr Jowilll iaotJ.tu\1.,. ... arpniut.t .... 

'!1111 tlllld io liNd w ,.., till • ; 110 ot J lld.lll tJ.oo, w 
Mlp pear .~ ... , to prflrl.do r ... t111 .. tu-t ot :- 1a 'W1ll.lcN 

&lid Olapl, and to ,.., tile aalu1.10 ot -ber. ot till a-aU &lid ot 

tile oapl.,... ot tile ~ til Jlld.lll Ut.tr.. ... ... Jwia 

o~t7 willllaft iW - Jowi& OcaM&l of tf111r to liJ< ~ II 

appc1llted 'Dr till C looiear to lwldlo iw attairo iaolwllac till 

CODtrcl ot Jowilll olllcolo, ~ aJid ctllor ialtJ.ta\1- All4 

al oe to proparo tar till dlparto\1.,. ot J - 1a acOOI'danoo witll 

Article 29 ot till prooat ln. 

AU per•- are ot J...ub dN-tt 

1. lbolo paro~~w ... ,randparo~~to are or nre ot tile J owiob 

r eli&1.,.1 

2. 1)1 oaoo .... ot tile paro~~w or ai tUr two or tlar.e ot tile 

cr..sparo~~to ..... ot till J...ub rlli&10DJ 

3. Ia - .... i:nn4par.nt .. ot till Jllwiab rellci• All4 cao 

otlln ~ to till J..ull. rel1&1•· l.'llrtllar detoilo re,....U., 

d11-' ~ be t-.1 1a Art.iole I ot tile X.. Article 9 otot.eo 

"llhatlftr b1l altJ.EIIDibip or arip n&rT per.OD io ~dlro4 ot 

J lwilll 411-\ wllo wu ot till JIW18b rellci• or bad blea OODYertlll 

to till JnUII l'lllc1• botare Slp\<allar 1, 1942.1 

4. Cb114Na ..., tr.. till .-rrlap ot • Jft *• 11 • lllllcarian 

cl\1- 111tll a Jttleuia are aot reprclad u Jllwiab it tllo arriap 

toot plaoo bot .. llpt<abll' 1, 1940, ud wo Ollebretod a cccrdia( 

to tile Olll'Ut.iaa :rt.\11111, .., it t.bo J ewiob paro~~t. bad be- a 

Cbrinian bot .. 1: '17 23, 1941. · 

Rtttrict.iw Wcnt4 •lin· 

50- .1) 
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3. £11 J- -t wer tiM ,..u .. liMp - tiM Star ot DaY14 -

~UT diapapd • a •tao ...-t, 81Mb u tao. lapel ot u.. 
oO&t or oou-t. !II•• boldpe .... Mile ot '*•P a•peetU• 

•\erial u4 ..,. MlAI to •- at 20 lna ••· !h proti~• 

the oalo ot \liMo boldpe an 8llppleed w p to tiM •r..t Jaie 

C.-w>itioa,• !bio replat1• .at iato etroot • lopteaber 29, 

1942. !bo tact tllat tbe l!llllpr1aa pcpll&U• took ao DOtioe ot 

the liMp 1Ddlcated pcpalar cliMJIIIHftl ot tiM_,... , _. tldo 

date a cr-t ~ people 1a lllllprla !lad be- a,..pathotic ~ 

the 1 ... : CWdrea 11Ddar ta ,..an ot ap aDd Jawioh traYOUoro 

bolcl1q ·tolll'irl 'fioaa -DOt required to- tiM liMp. 

4. Jwo woutN bMpo aq be retlleo4 adaloalea to aq 

ooteblt--t .. b~ •• reotnr.ata, oar ••• ot oewro, bT tiM 

oner ot tbe oow'blsllh-t bT tbo police or bT a ••ber ot tbe 

CoaaaU tor Jnlelo .lttairo, A Jft aq DOt lift 1D u apart;aont or 

ollaro aa apan..at with a Jalcarlaa lllllooo tbeJ are rolati'NO. 

5. J"" caa aot ot&7 1a a botel tor aoro than tell~ withia 

uq poriod ot oil< ...tloo. 

6. rr. Sopteabor lS, 1942 all J- ..,.t; baft a opec1al aip 

roaci1Dc 0J..Soh rN14aaoe0 ar 0 J..Sab but•••" ~UT dia­

pl~ O'NI' tbo door ot tbair 11 'fiDe or buo1Dooo prowiooo. 

7. · - .... aot allooecl to - caro, radioe or baft • wlo­

pbou 1D tbeir b-. Jne an torbicldOII to eapl07 llalprlaa 

oonuto. It 1a a.,._....t U..t a -bar ot "'-•• J'OfUlaUou baft 

u tbeir jiiiipoo til& tn.UiaU• ot tiM Jooo. 

l.laiLot "'''an ... Pnodtt.l• gt lm· 

1, Jfti ... t..uioo ot Wo peroOIIO MJ baft cal7 OliO I'Oeal 

f ..SUu ot Uareo ar tOR ,.......,. ..,. allooecl two r-1 taal.lioo 

ot tbe ar ail<,.......,...,. allooecl Uareo ~~ and tailioa ot 

..... tbaa ail< penau .... aU.....t toorr J'OCIU, litob0110, ballo all4 

~ are Bot aMotdered u roau. !bia replaU• io 4• 1a 

pert to U.. ...... ua1 ot 1ot1a 1ort ..s.nq to tiM 4oaire ot 

tho ~ u4 Bal....,._ to pt pooaoea1011 ot tho Jmllh apart.ento 

ot tao. batter ....... 
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4. Jna pnoUailli protaaai ... hanoetonh aloeed to t.bea 

.... t 11qu1clata • October 29' 1942. 

s. J.,. clabarred bela : •~• and 1l>dllat.rJ liT t.lda act ..t 

depoeii all their ~ and hold1nfa ot UIT aort 1JI tha Rati~ 

Boalt wit.hiA t.o .••a attar tha ln ace• into ettaot. !lw pro:eeda 

will bo tunlad ower to the "llm4 Jwiah c-=u ... • hJ..lFe to • 

contora to t.hio replatica will bo peallaed bT o t1Jio ot toto 

llilli011 len or tan ;peara iaprta-ut. 

6. J .... throm> 011t ot a.plcv-nt liT theao toto lawa ..., DOt 

tab a .,.. job with011t the CODIIent ot the appropriate labor 

or&w .. um and ot the Deparlalent tor Jonah J.ttairo. 'l'bia • ..,. 

that -t ot thn will not be able to obtain UiT •pJ."7MAt tor 
perm.a10G bT tha t.o bod1aa ..,tiObed will DOt bo aiftD. 

7. 'lbe world.Jla etett 1D Jonah antarprioea world.Jla oal7 with 

J awa .... t bo entirel7 Jonah. llo ontarprioe 1n which Jawa are 
olloeed to work 1D ao~ with the tn·tor lati~ Deteua 

can bo.,. a paro-l wldob 1o 110re than 25 par cant Jonah. Ill IIW!la 

enterpr1aaa Jaw are DOt allOIIed to be- -aero, d1reotore, lepl 

OOIIDMloro, .,._aro1al aa•nta, taolm1oal adviaora, bookkeeper• and 

caahl.ere . 'l'bio reduceo tha a.pl07MDt ot JftO 1D u:r buo1naao to 

the lowaot &reclao. 

J!!ilh Proptrtitl tp4 QtpiHJ.. 

111 th1n 011a -th attar the publication ot the Ln tor latian&l 

D•tenoa ot J....,.rJ 23, 1941, all Jna had to daalare to the 

National lien~< ill their -bl• Uld 1..oftble propart7 owned 1J1 

INlprio. 'l'bia reanlOUOG applied to Jtt,. llvinl abroad ao ••11 

•• thoaa l1-.1JI& 1a Bulpr1a. It 1a antoroed 1D the p-eateot 

detail. PropartJ oaa.t1aoa ted UDder th1.a ln boo-• the propartJ 

ot the Oo••• ......t w1 thollt u:r l'llrther prooaadina or OCIIlrt procedure. 

1 . J_. -t d1epc>H ot their ..,..bla propartJ except their 

"liM and h.,.ehold arUol .. not axcae41Da 10,000 lna 1D Tal•. 
It th'7 w1ah to Mll IIDftbla proparUeo 1D ax-• ot th1a aa..at 

the pandaa1on ot the C~aaiour tor J ewiah J.tta1re .... t be obtained. 

2. Ill ed41Uca to the daalareU• ot tba1r -ble and s-ahl• 

proparUaa Jan -t dapowit ia tha laUonal lloDlc or local biUik all 

aeouri t.lao, atoolao and bonda and ftluabl•• ot all aorta 1Dallld1DI 

watobae, r1.np, aarr1.11p and pNo1ou otc.aa. All thea• will be a old 

and tha proouda will bo placed 1JI tha blocked a OOCIIIDt ot tba -r. 

SO·(; 
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). _, _, be e- b.. 'blocked a-w tor oena1a 'pu;oe• 

approoed lv' \1M De~ ot J..ub Attain ad t .... t11a otappx \ ot 
thAI - 1114 b1Jo tu:UJ it be lwo ao otber 1aoGM 1 1ll &IQ' oua ao\ 

aore tbaa 6000 1na 0111 be dreWil 1ll &1Q' ..,. -th tor tba ouppor\ 

ot tho -r 11114 hio t•U~. 

lxotp1.19P'. 

so 

JIWI 'lbo are Bulpriall o1t1- 1114 'lbo WIN urrlocl b7 a CbriotJ.a 

carno111 betoN S.p\nber 1, 191.0, to JlulcarlaD o1t1- 11114 eo bad 

be.., bepUMd betore .1_.-,. 23, 1941, are au.p\ed trca tho 

roo t.r1ct10111 ot tbio la. 

S.J>I'rie Nooioed trca Sot1a CD Non.J>er 13, 1942, indicate 
that tbio la 1o boiac ri~ eJltoroe4. J'rni- Nj>llrie 

that tb ......... 11Di v 1ll tba ...tor' n~ ot tho law applied 

~ to a IMll mabar ot Cbrl.otJ.a J awo ntb NJanl to woartac 
tba Star ot De'ri4. .Uoo ..,.. poot;on-t ••• t01111d aooeaoU7 due 

to tho Jlb:ral.cal 1apoaa1b111\7 ot ..,.ial oo ~ Jno 11lto tho p.atto 

w da,....U., til.. at. ..,. tiaa. A s:rca1Mat. Jniab .,...,..,.. arrioed 

1a Iot.aDI>ul trca Sofia CD lloftabar 1.2 attar ba'rlllc bela dos:rioed 

ot hio r1P.t. to s:roctioe hia s:ro!Niion. He OOIDICI and opante4 a 

hoepital 1114 ol1D1c, wbich 11 torbiclclan to J ... 1ll accordaDca nth 
Articla 33 ot tho r..w. All hio s:ro;arl7 wao taken aw;r tr«a l:dJo. 

Ac~ tbio .., 11 a Catholic 1114 lwo been IUch tor tbirV•tift 

,....... a. ciMl.u'e4 tllat tho raaocm tar hio on ... --t 11 tho 
Jaal.~ ot llal.pr1.a ....... _ llld dootoro e o taka tbio - ot 
r141111l1 ~.1 .... ot -rot1t10D • 

.t.a lwo all'le4;r bela -t10De4 aonral thoullld Jno are acw 
1a tlla !*'IIIII ot haW dapWted tr«a sotia, lbaN tbiJ UU. be 

oen 1o ~ "-· !MJ are nppaoad to be daparte4 to '- ad 
'rillapo 1a lalpria bolt .... h1&b plaoad ....... belllft Mlllr ot 
~ Ull be da;wted to PDlaDcl. s... think u..,. -.ill be plt 1ll 

-trat1• _,. iaaida ot Bulpri& eoN ~ nll ...... ~ 

dia ot eli-· ad otarnt10D. Otllaro, 11lclDdial tho nr,..,. 

l'otii'I'ICl to a 'bow, tb1alt U..t. • larp propart.i• ot - Ull be 
abo\, u 1loq ban ~ 1a Jalcnde ad otber «lt.iu. Ia &IQ' caoa, 

tba OODteat .r u.. :ta, toptber nth \1M onarit.7 with wbiall u 

1o bo1ac aotonacl elaow t.ba\ 1 w p~rpo~a 1o tho coa;l.W ct .. truot.iOD 

ot tlla Jniela \7 1a sotia. 

1Dclenre1 
r..w ot .t.lapn 29, 1942. 

891 
JU/• 
.... DopartMoa' 1a ar1c1aal 
-~ .... 
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.) , ~~be clzowD tft. bloct..t •-ta tar Mrta1a ·paz;woe 

• PF..-1 1111 ~ ~\ ot Jwiab uta1n ud tar tiM o....,..n ot 
tho - t.n4 Ilia tuU7 1t be baa DO other 111-J ill uq OUI acr\ 

•oro tbaD 6000 1na OlD be dran 1D uq cmo -th tor the oupport 

ot tho - ud 1111 t..S.17, 

Jxptpt.199'• 

50 

Jan wbo are Bul&ui&R aitiMU ud wbo """ llal'l'1..t 1:o' a CbrloUoa 

~ireiiC>IIT before Siptnber 1, 1940, to Bulcui&R aitiMDI IJid ao bad 

bean bo.pt.ia..t betoro J~ 23, 1941, are a:rap\-.1 troD tho 

rao\rictiou ot \b1a la. 

l\artber c gpt • thi• lp. 

S.por$1 reoa1,.... troD Sot1& "" tto.eabir U, 1942, indioota 

tho\ \1111 la 11 beiJII ~ antorMd. Pre-.1- ""I*V 
\bat th"" wu .... 11D1\7 1D tiM antaro nt ot tiM ln oJIIIU..t 
onl7 to a ...U mabel' ot CbrlotJ.an J..,. with reaard to ft&l'iJII 
tho Star ot Da-.14, .Uao - pootpon-t Wii totll>d MMIN17 -
to tho Jlb7aio&l 1Dpc»oib1l1\7 ot IIO"fiac oo auq Jin 1ato tha l!llitto 

.r 4iport.iac t.baa d OM tiDe. A proodDODt Jiwioh nrpoo arri,.... 
1D Io\IDbo&l troD Sot1& CID .,._bel' 12 attar baYiAi - 4apri,.... 

ot 1111 1'11111\ ta practiM hi• protoooion. He OWDiCI ud Opil'it-.1 a 
hoapital ud ol1D1o, wbioll 11 tarb14dan to Jiii 1D accor41Doi with 

Art.l.clo 33 ot the Ln. AU 1110 Jll'Opor\}' wu talcan ·~ trua hia. 
Actllall7 \1111 .., 11 a Cathollo a..t baa been ouoll tar t111rt7-tift 

Jiil'i. IIi 4M1aNcl that tiM re&ICID tar bio """" tre&taan\ 11 the 

Jiil~ ot 1a1pr1aD ..... ,, .... a..t dootora wbo taka \1111 - ot 
ricldi.D& t.baaao1ftl ot iOipoUtiCID. 

M baa ill'ii47 bean -uoa..t aaftl'il thCUI&DCI Jno are ,..,. 

1a the p:UIIi ot baiac 4apor\..t troD Soti&. lloare th17 will be 

iill\ 11 Ill\ "-• . BIIJ &1'1 IU~ to be dipol't..t io iono a..t 
'ril.llpa 1a Jlll&arla ~out •* billll placed par•..,. llell .... MilT ot 
th .. will be diporUd io Pclud. s... tbinlc th17 will be put 1D 

-t...u ... .-pa 1Di14• ot Bulpria *•"" ...., will aftlltual.l7 

die ot '"-" all4 atanatJ.oo. Othin, 1Dcllldia& tha wrpoo 
rat.rred io abcrft, th1JIIt that a llrp p:oport.I.CID ot t.baa will be 

oho\1 
u tbaJ haft beaD 1a J1a1#to4a a..t other aitJ.aa. Ill uq call, 

tho OCIDtiat ot tho lu, topther with tho M'flrit7 with wbiall it 

11 11e1ac antorMd illaw tba\ ita purpooo 11 the ~ito 4ootrwlt.I.CID 

ot thl Jawiill a •v 1a Sotie. 

lllcliiiiZ'i l 
Law ot .t.acut 29, 1942 • 

191 
Ill/• 
To Doport.a\ 1D aJ'1c1Ml 

all4 biotaC"Jila· 
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!lot %0 BE RI-1'JW!§Mm!!> 

COPr 110,~ 

OPTEL 1/o, 29~ 

Information received up to 7 A.~., 29th August, 1942, 

It 1s reported that shore installations on the North 

Coeat or llova Zembla have been bombarded by U-Boat or possibly an 

enollly raider , 

2. MILITMX 

!lo operations or !Qportanco hove boon reported rroa 

Egypt or Russia , 

) , AIR OPERATIONS 

li!STERII PRO!lT 27th/28th , Kassel, 222 aircraft 

drop,ed about S20 tons of high explosive and inotndierias 

inoludins 71 bombe or 41000 lb. end 81 or 21000 lb. Assisted 

flar es , mos t crews identified their objective olo~rly , The 

attack was concentrated a.nd successful • . Uony large tiros were 

reported especia l ly in the railway contre , Hits wore re~orted 

on the Henschel \lorka end the Ge""orka . Hurricane b0<1bars 

attecked onemy ahip?ing off Guernsey, Two vessels or 11000 tons 

~ra set on tiro and two others dacaged . 

28th. ll United 3tates Fortr esses bocbtd ~eaulte 

Airtrece rectory near Albert from 24 1000 toot . About 22 tons 

or bombs "ore drop;>ed and bursts were rernrted 

The close sup•ort •~ng of the fightor escort destroyed 

Wulf 190 nr obebly dostroyed-tivc<lnd c!Oitt8GOcl tWO tor -,.,,,-n<,... .. M - -.. 

one Spitfire, 18 enomy aircr aft were reported moinly over South­

western diatriote . One Foclte Wulf 190 wu c!oetroyod, 

28th/29th, 294 aircraft vero sent out , llurnberg 159 

(120 lleovy) , Soorbrucken 111, ' Intruder•' 21, Leaflets ) , 
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COPY No._& 

OPTEL !lo. 295 

Information receive~ up to 7 A.Y., 29t h August , 1942. 

1 . .!!A!ll 

It is ropor to~ that shor e installations on the Nort h 

Coast of !love Zecbla have been b001ber<!ed by U-Boat or possibly an 

enell;y raider . 

2 . MILITARY 

No o~eret1ons of i mpor t&nc o have been repor tod from 

Egypt or Rusaia . 

3, AIR OPERATIONS 

1/ES'l'ER!! PRO!i'f 27th/28th. Kassel , 222 oircraft 

drop?td about 520 tons of high explosive and inuendieri es 

including 71 boobs or 4,000 lb. and 81 or 2,000 lb . Assisted 

flar es, oost crews identified their objoctivo clearly. The 

•ttack v;as concentrated and succea~f'ul . Jlany l•rge t'1ros ,..re 

reported especia l l y i n the railwoy contro . Hits were re,orted 

on the Henschel f,ork.a and the Gaar.orks . l!urricane b<Xlbers 

attacked onecy shi,,ing orr Guernsay . Two veosels or 1,000 tons 

r~re set on tiro and two ot~c rs daaaged . 

28th . ll United States Fortresses bombed Yeaulto 

l.irfrace l'actory near Ubert from 24 ,000 toot . About 22 tone 

of bombs nero Clrop,>Od and bursts wore ro~nrted tJn the objective . 

the close sup •or t >tiRE of the tichtor escort destroyed one Pocke 

Wulf 190 r r obebly destr oyed five ana aecaeea two ror the loss or 

one Spitfire. 18 onooy aircraft were report<ld QOlnl}· over South­

w .. torn districts . One Poclte l?ulf 190 wos doatroyed • 

28th/29th , 294 aircroft ve,.. sent out , 11\lrnber& 159 

(120 heavy), Soarbrucken 111, ' Intruders ' 21 , Looflets 3. 
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Prelimir.ary reports , Hurnb!rc - excellent weather, good 

visibility, many fires s t arted, rai d successful, 20 bombers 

missing. Saarbrucken - visibility good , but heavy ~round haze , 

fires somewhat scattered, 10 bombers missing, 14 one~ air­

craft flew over and 2 were destroyed and 2 damaged. 

):!EDITEB.'JANBAH 26/2:7 , ~medium bombers set on 

fire a tanker or large cerchant vessel ott Crete , 

2:7th. 9 Beautorts and 5 bomb-carrying Beautighters, 

escorted by 5 ~eautighters, attacked a southbound 7 1 000 ton 

vessel and 2 Destroyers south of Groeco, the attack is reported 

as successful, A southbound vessel escorted by a Destroyer w~s 

attacked off Apollonia , The ship wos hit w1 th torpedoes and 

bombs and sot on fire , One enemy aircraft liOs destroyed end 

another demaced , One Beaufighter is missing . 

SICILY 28th, 22 Spitfires from ~alta escorted by 

31 more Spitfires made a low level ottack on the aerodrome at 

Comiso, Biscari and Gela . 6 one~ aircraft were shot down, 

4 probably destroyed and 1 damaged , On the ground 10 aircraft 

wore destroyed or probably destroyed and 4 daoaged. 

and ground targets wera mac.ftne-gunned . TWo Spitfires are 

mbsing, 

4. Hom: SECUfli TY 

28th. Brist ol, . One bomb killed 37 persons , t he 

maJority being passengers in tr1o busses , Some damage tros also 

dono to utility services, 

\ 
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MfQ M Ri=''"m=p 

COP! 10. _a_ 

O?l}L Np. 296 

Information received up to 7 A.n., )Ot.b Aupat, 1942. 

HO!!!J WATERS. 29th . Two motor l.aunchet at JIOLUS1'0NE woN dwpd 

by 2 tnomy a1roraft, ono of which waa pr obably dAa'laatd.. 

NOR[K@I! lfATE!lS. 28th . A U-bot.t ohoUocl a U~thouec ocuth or NOVA 

ZUl!ILA . 

AtiACJI§ 00 'fRAD!. Fr<>m 26th t.o 23tb I.U.'Wit, 10 ahipe wore reported 

at14ckocl by au•rlnoa, 8 be-... l9Ut and 27th ""~""'• and 2 .,.b earlier. 1 Ka~~ 

nci&J! an4 3 Sritiah ahipe ,.. ... torpedoed in ac aut.ooud bcuDd con•OJ in North­

WtaWm epproacMt, and • Dut.ch ship to.rpe<lMd &Od a llo.,...ciaft ahelltd 1n tbe sue 

area. A Britiah t.anlcer lNnlt in GliLi' OF S>. LAl!IWICI (belatocl roport) a Britiib 

aehocner an4 ' Vicl>y French ship (belated report) in CIJUB8l!.IN SEA an4 e British 

ship NorU'i •eat MADEIRA. A British ship pr ovlouol.y rtport.d a1nt4 ott LOWl3toP1' 

bu bttn retloatod. A United Ste.tes ship roport..od o~ordue hal arrived. 

2. H!L!TARX 

~· 1'he Ruesi4na continuo their at.tacke a.p.inet the Oenr.an 

poe1t1ona at pointe in the Northam and Central aootoH. Sout.hwuda ot VORONEZH, 

t.he1r atttapW to eatabliah a footin& on the Sout.hom bank o! tbt DON appear to be 

.. •t..l.nc with aueceta. ln tbe .t.dcil.e tar MOtor, the GerM.nl b&.,. .ado progress to­

-..rde SrALDtOiRA.D ti'Oa t.he weat a.s well as Cra. 't.he Jfo~at, t.bou&b Ru.aciana cca­

ttnue t.o ntiet stroncl7-

J. AIR OP!i116TIONS 

28t.ll/29th. Boclbs dropped at NURIWRil an4 II.URBI!IJC!tUI t.ot.ollod 2S3 lUid 

117 tone •••paotively. 

29th. l2 oecortod. u.s.A. r<!rtreooeo udo M accurate hi&h·levol 

att.ack on COUR'f'RAI aorod..roae . Other auccosaf'ul raidl wero wharYeo at 081'12.0 (11 

Bootono) 1 Powor otaUon at COIIIII£5 (6 Booton•) an4 I'Wf-A-VI'.ND!" (2 ~too) . 

FiChter oec.ort.l And dJ:nnicne in•obed 28 ~-uadrone. lhnt oaaua.UJeel 2 destroyed, 

3 P>'O""bl.r deatr.,ocl an4 7 dalk\pd. 2 SpitUroa, a Booton ond • lloacluit.t- were loot. 

8 boe\.U. ai.rora.tt croaaed. our coaet, c:&Qlnc d.J.Cbt cS&-.c=- at SWDIDCII, BRJGRI'CII 

and in CODP!ALL. Ono Junkon 88 aa dootrOJocl orr t.UIIDY tsLI. 

1161.Il· On Uth e.ncl 29th aur tlsll~ (2 aiaaincl doatrOJod or pro""bq 

d•••'""""" 3 enoov ral.dera e.ncl ~ocl 3 othora. 
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IIEDI'I'S!!!W!W. 27tb. An on~ aercbant vosael oocorted by 0110 

destroyer Md 2 aircraft ns int.orcopted. Boo.ufigbters attocked scoring ono bit 

on obip'o atom and leaving deotroyor smoldng 1'1'011 1010 level •chine-sun and cannon 

r!NI attock. Beauforto tben attooked with torpedooo, ocor-ing 3 bits on obip, 

• 
r:hioh blrm up and wao loft oo fire with decko awash and back broken. 

aircraft wna ohot dC'I!!l and another daaaged by Beou!i&htoro. 

~· Rorerenco OPTEL No. 29S , enemy cosualties should read: 10 

destr-oyed, 9 probebl7 dootrcJed and S del!l&god in tho air and on tho grow>(!. 

mxfi. 25th. BlenboiiDa deotroyod 9 aircraft on IIAX-riLA landing­

gtound. Night 27th/28th . l!ellingtons sank a ship in an escorted convoy orr 

DEONA. 

On 27th Md 28th our o.ircraft (4 missing) bombed ond mo.cbino 8UJU1ed 

000111 CGJ>S and aochanical tranoport in forward area. 1 en.,..y aircraft waa prob­

ably dostrcyod and 2 damaged . 

BURMA . 26th. IIYITKYIHA a erodrome was boalbod by 15 Alllod &ircrstt. 

On 28th, 6 Blonbaima attockod IIAGl!E aeroclrooH. 
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GROUP 

Present: l.:r. Sullivan 
J.!r . Cairn a 
Yr. Blough 
Ur. Viner 
J.!r • Thompson 
L!r . Graves 
Yr. Gamble 
J.!r . Kuhn 
J.!r . Gaston· 
J.!r . V/hi te 
Ur. Heaa 
!.:r. Schwan 
Urs. Klotz 

.luguet 31, 1942 
ll:a:l a .m. 

> 

H.U. JR: Well, I will knock on wood, but the 
effects around of the. t tax story Ylero good. Parti­
cularly I like tl:te Tribune. Will you please serve 
notice on the Commissioner for me that if be does not 
like the plan I , Henry l(orgentb.au , Jr. , aak him to 
please keep quiet until he sees me about it. 

55 

!.!R. SULLIVJN: Yes, sir. He baa a memorandum com­
ing over to you tomorrow. 

H.U. JR: -ren him and his assistants in the Bureau 
that if they don' t like it, please to keep quiet and 
come and see mo first . I don't want a repetition .of 
the other. 

J.!R . SULLIVA!l: Yes, air. 

H. M. JR: I heard Barq iihite thought it waa too 
tough, but ot herwise it was all right. He thought it 
went too far. 

J.!R, WHITE: No, no . I have some nry substantial 
gripes about it which I presume we will have an opportunit7 
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to give vent to in the afternoon. 

H.U.JR: I can't hear you. 

1fR. VJIITE : I gather from Roy that the l'resent at ion 
has been postponed until tomorrow, before whlch time I 
presume there vtill be an opportunity to raise one or two 
questions in connection with it, 

ll.U.JR: You don't--

l!l!. Vtli!TE: The questions have to be raised with you . 
They know my view. 

ll .M.JR: Paul saya you wore him out. (Laughter) 

Lffi. BLOUGH: He had a night's sleep since then, 
Harry. 

H.IJ .JR: Well, those people on the taxes, I can 
see ~~ite , Dlough, Kuhn - everybody in the back row. 
aro not in on that, Huntington? 

MR. CAI RNS : No, no. 

H.U. JR: Harold, you better come in and see that 
nar banda are taken care of. Three o'clock. 

You 

~.GRAVES: Yes,sir. I wonder i f I could be 
f ifteen minutes late to tbat. I have l.:r . Doob, the 
l'ublicity director of this motion picture outfit,cOQing 
ln to see me at three. 

H.M. JR: Who? 

UR. GRAVES : Mr . Doob, and I think I should see him. 

li .M.JR: How do you spell that? 

MR. GRAVES: D-o-o-b. 

H.M.JR: Sure. You may loss your shirt in those 
fifteen minutes , but that is your--
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!JR. GRAVES: Iio, I am going to take hi a. 

JU!. JR: On the be.sis of the result ot Saturday 
night , the radio program was exoellent . I oongratulf!.te 
all of :rou. I have got to the point, I dorft care what 
t be:f do as long as the;( sell bonds . That ia where I 
have arrived. That is all I have. 

J!R. THOJ.!PS)N: That was a good program. 

Jl . t.I .JR: The results were wonderful. I wi 11 not 
oake any coaoents on the program, but the results were 
grand. 

J!R, K.UIII: You m.ade a caJillent in a telegrs to the 
head of the Blue Network. I hope it ia all rit;ht . 

H.JJ . JR: What did you ea:f? 

L!R. Kuml : V/onde rful show. 

H.l! .JR: Do I get a copy of that telegram? 

I.IR. KUIIN: Surely. 

H.M.JR: Do I ever get oopiea? 

IIR. KUm: They all ~;o over to lUes Chauncey. 

llJI.JR: '!'hose with 11r1 nut, I wiah they would go 
t o lira. Klotz . 

!JR. KUHN: Yes, sir. 

H.U.JR: Herbert? 

l!R. GASTON: I don't think I have anything impor­
tant enough t o interrupt the proceedings ri. today · 

I! M JR· I want to st.'1 it wae Jlarr'1 White's sugcee­
tion W~ cet' out that story yeaterda:f on taxes, for VlbiCh 
I again thank bUR. It waa a darned good suggestion of 
Harry's. It shows the plan is pretty good because he 

' 

Regraded Unclassified



- 4 -

has got a couple of reserTatione. (Laughter) 

MR. SULLIVAN: We had some diaoueeion t he other 
day about employing •omen in the Bureau. 

U.U. JR: You have got to talk louder. I have been 
up in the air. 

!.!R. S:'LLIVAN: From February first through the last 
of July we made forty-nine hundred and sixty- tro new 
appointments i .n the &\J'eau of Internal Revenue . 

H.IJ . JR: Forty-nine hundr•ed and how many? 

MR. SULLIVAN: Forty-nine hundrod and sixty-two . 
Seventeen hundred and seventy-five were men and t~ee 
t nousand one hundred and eighty-seven were women . A 
hundred and ninety-six were promoted to responsible 
positions formerly held by men. 

H.IJ .JR: That sounds good. 

~. SULLIVAN: I thought i t was a step ln the riibt 
di rection. (Yemorandum to the Secretary, de ted August 
29, 1942, handed to the Secretary. ) 

Last Friday the Attorney General--

H.M.JR: Excuse me, supposing you give it to me as 
of the first of September - the vacancies and how many 
deya old they are. Then •e •ill oheok up on it. 
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MR. SULLIVAN: That is what we are getting. I 
think that all of the vacanoiee , the thousand and fiftT 
tla t the Camm.iesioner was worried about, have alreaey 
been filled, and the pending vaoanoiee are the ones 
that have occurred within the last three months. 

He is preparing just the type of statement 1ou asked 
for . 

H.!.!. JR: The vacancies and how m&nT da7s the1 have 
been vacant . 

UR. SLU.IVAi,: He.never can get th&t current, llr. 
SecretarT, because it bas to come from all of the 
dist ricts . 

H.11.JR: Well, try it . 

UR. SULLIV~~ : We will get it as well as we can . 

YR. THOWPSON : We get a monthlT report. 

}.[R , SULLIVAN: I think the statc:~ent I have already 
asked for will answer 1our question. 

H.l!. JR: O.K. 
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liR. SULLIV.lll: FJoida,r the Utornq Ge~~eral 
asked for a conference on the work the Bureau ia 

doing to help them in their fight against subversive 
acthi tiea and checking into tlieae different ta.:rea 
on inati tuti ona . 

Randolph and I went over and brought over two 
of the •n from the Bureau, and we had a very satis­
factory conference. The attitude of the Attorney 
General and of t he Department seems to be entirely 
changed, and thaT are nOll' for quail t;y instead of 
quantity. ftlq had aome veey practical considera­

tions. 

H. ll. JR: Good. I also like your silver story, 
Ferdie . 

I!R. KUHN: It got a good play. The Tilua 
promised to do an editorial correcting them.aelves. 
I do not know whether they will . 

(Memorandum entitled "Stat-nt of Interview 

Held with the Honor able Hamilton Fish on August 19, 
1942," handed to the Secretary by Mr. Sullivan. ) 

H.K.JR: HOlt' recent ia thia? I have seen 
this. Ia there a m:>re recent one? 

lo!R. SJIJ.lV.llf: That is the last one , sir. 

H.~. JR: I will look at it, anyway. Couldn't 

you ~iae it? 

lm. SULUVAN: We can get oopiea of the agant • s 
recomendatiana eetting forth ths facta . 

H.K. JR: Could yen do that? 

MR. !JJLLIV.lJ: Yea. I do not think you want 

to go through th ia . 
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H. M. JR: I don ' t want it lfing around. 

J.IR. SUUJVAN: Mr . lolarrs, the head of the 
teohnio&l staff, is going to tallc w1 th )lr, Paul. 
The Colllllisaioner is veey much disturbed about the 
present relief provisions which will require the 
setting up of a new diTi aim in the Board of Ta.x 
Appeals to hear speciAl c&sea on the excess profits 
tax. He sent a llll!lmorandum over to llr. Paul, and 
he wanted ae to be sure that I brought it to rour 
attention. He was afraid thle would threaten the 
entire decentralized procedure. I talked with Mr. 
Paul, and he is going to tallc with ){r, llarra. I 
just wanted to make sure--

H.Il.JR: It basn' t registered. You IIlli have 
to do it again • 

.IIR. SULLIVAN: Well, wh,y don 1 t I wait until 
after )lr, Paul and J.l-. llarrs have bad their talk? 

H.ll. JR: 0. K • 

.IIR. SUI.J.Ii!N: RiJ!ht, That ia all I have, 
sir. There are two other matters that I think 
rou are nrr much interested in, 'llhioh I will be 
glad to tell rou about llbenever rou wish to bear 
about the11. 

H.ll. JR: Viner? 

liR. VINER: lfo . 

H.l.I .JR: Viner, would rou get hold of - I 
want ;rou to travel along with us on this tax on 
e~enditures; and then from Hue, tonight, or 
llhenenr he has his llll!lmorandulll Cll finenoing, 
would rou get hold of tb&U Thoee two, I think, 
will keep rou buar. 

Did rou 0& tch 8117 f 1 ah? 
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l!R. VINBR: No. The others did, though - a 
little. I got some good stories, though. (Laughter ) 

H.U. JR: I want to hear those . What else? 
He has got a fish stor.y. He knows how to catch them, 
(Laughter) 

YR. KUHN: I hope you read Mr. Merillat's story 
about the Solomon Islands, 

H.)I,JR: I read an editorial on it, but I did 

not read the s toey , 

YR. KUHN: Ever.y paper yesterday pl~Q"ed up 
this six-column stor.y by your llr. Kerillat now a 
lieutenant in the Karines as the official soldier 

reporter of the Battle of the Solomons. 

H.ll, JR: It you will send it in, I will take it 
home with me. 

MR. KUHN: It is great atutf. 

H.J4. JR: I saw an editorial on him, but I did 
not see the s tor.y . 

MR. KUHN: I tilink t!'e press conference this 

afternoon, if you have one1 . would be interested in 
this as a piece of shop tUJc on how a tax layer 
can graduate into the br- lines in the newspapers 
after - I think it is e ghteen months or so, if rou 

would be interested in telling them. 

llR. SJWVAN: You em give that another angle , 

too, about the journalists calling on the other 
professions to strengthen the rank£. (U.ughter) 

UR. KUHN: )lr , Paul 1a going on the air tonight 

on the IAI.tual Ne twork to mswer the Ruml pl&D, and a 
draft has been done by Profeaaor Griswold. I 111 

working it over now, 
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H.U.JR: You have had plenty to do the laet 
three days, haven' t you? 

MR. KU1tl: No boredom. 

H.U.JR: No boredom - O.I, 

llR. GASTCN : Beardsley Ruml was pretty much in 
our corner last night on sales taxes on one of these 
forums . Did you hear that? 

l!R. ~<.URi: I· did not hear it, no. 

II .!.! .JR: Well, if Ur. Grana would announce he 
was going to take a page in every newspaper next week 
of paid advertising, he would get aane good publicity, 
too, for our tax plan. (Laughter) 

MR. GRAVES : Did you see that editorial about the 
Treasury's advertising policy? 

J.m. VINER: If you find a way of financing the 
war without taxes, you will get lots of publicity. 
(Laughter) 

H.li .JR: I am going to raise Ruml. I am going 
to give away two years. 

liR. K1JBM: There was an editorial about the 
Treasury's policy on war-tiDe advertising. Did you 
see it? 

H.l!.JR: No. 

UR. KUHN : It was very friendly and appreciative. 

J.!R . WHITE: By the newspapers 
surprising? (Laughter) 

1!.1!. JR: O.K. What else? 

UR. KU1tl : 1'ha t is a 11. 

- well, isn ' t that 

63 
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.H.IL. JR: Ro7'l 

J.IR, BLOUGH: The week-end haa not been bol'ing 
tor me eithel', 

H. II..JR: So I gathel' . How maey times di,d I 
talk to ;you and Paul 'l 

IIR. BLOUGH: Well , three or tour , to 1111 knowledge. 

H.JL. JR : I think so, 

J.IR . BLOUGH: I hope we didn't bore ;you. 

H.ll .JR: No. I hope I lllt.de the right decision. 

IIR. BLOUGH: You will aee thie afternoon at 
three o ' clock. 

H.l4. JR: I think whs.t we will do this afternoon -
we will have a. question and answer and brinf out any­
thing that Harey has in his mind. I would i ke to go 
through questions and answers 7111aelt . 

llR. SUlliVAN: Wa7 I hs.ve a cop7 ot ths.t before 
ao I can go thro-ugh with it? 

IIR. BLOUGH: Surel7. There are copies available 
now in mi.lleogrs.ph form . We have not ms.cle any distribution 
;yet tor veey obvious res.sons. 

H.K. JR: J.re 7ou getting nervous? Want to be 
excused? 

lm. G.AlCBLE : No. We have ten minutes y-et . 

H • .IL. JR: You look like 70u s.re kind of on the 
hot seat. 

liR. BLOUGH: Are 7ou prett7 anxious to hs.ve Paul 
at the meeting s.t three? 
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H. lo!. JR: No. 

1m. BLOUGH: I will see llbe the r he can be spared 
up there . 

H.li.. JR: But I would like him here at !our for 
press . I think he definitely should be here. 

li.R. BLOUGH: Yes . 

H.M.JR: You go with me, don't you? 

li.R. GAMBLE: Yes, air. 

H.ll. JR: If he waan 1 t here he would be squirming 
dO"IIIlstairs, so he might as well be squirming liere . He 
can't go until I go. 

I&R. GUlBLE: \Ve all go together. 

H.J.{, JR: We will go around t he roan, then have a 
full discussion on this tax plan before we go downstairs. 
(Laughter) I want to get out myself. 

li.R. BLOUGH: Everything can wait. 

li.R, CAIRNS: Jlr . Paul sent you a memorandUIIl this 
morning, a mllllorandUIIl showing three women attorneys 
who have had accounting experience. 

H.ll.JR: Where is that memorandum? 

li.R, CURNS: It came in to you this morning. 

H.K. JR: Good. 

MR. CAIRNS: That is all I have. 

H.li.. JR: George? 

JAR . HllS: Here is this adT1aory group. .(List 
handed to the Seoret&J7. ) 
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H. loi. JR: O.oJOge, will you ohll"ge fOIU"SeU this 
atterno~n - I want to invite in some ot the bond 
people lhursday. 

IJR. HAAS: Thursday? 

H. loi. JR: Talk to me at three o ' clock thio 
aft ernoon about inviting in some ot these bond 
people . 

IJR. HAJS: O.K. 

UR. VI NER: I didn ' t know, llr. Secretarr, that 
they {The band) knew I waa coming. 

KR. G.AlLBLE: I have nothing, )lr . Secretary, 
except to remind these gentl.emen that we are all 
going down together from here at quarter ot twelve. 
We will leave here at quarter of twelve, and they 
are all to be at the luncheon at two o'clock. They 
may have to leave the party before it is over down­
stairs. 

H.M. JR: Harry, the next ten minutes are yours. 
I 

{Yr. Schwarz entered the conference . ) 

KR. \VlliTE: I \liOn 1 t take but a few . I can out­
shout the band. These are the documents thet are 
readl tor .the census of American- owned propeii:; i.n 
foreign countries. 

H.U. JR: Hooray ! {Laughter) 

KR. ','IlliTE: I think I will take this up tomorrow. 

H.loi. JR: The meeting is adjourned. All right. 
{Laughter) 

' 

Regraded Unclassified



TID aAIIILI 

DLII ..... -lAY 11 ON or HOY or TKIY 

J'LUU ADVIII H ... A,C-1- OOHD TUAIU.Y TO ATTPD TDILYIJ 

OCLOO• IHOW 011 ln~l W TIICAIUIIY Alii IIH THill UHIVID IUn. 

J'LIAII TALK TO .. A.oi!T 40IIOTIIAI IAIIIIUo DWY TO - KLOTZ. 

HIIIAY II.....,_AII ••• 

7UAIIAM alo • 

Regraded Unclassified



August Sl , 1942 

Secretary's readiitg copy of hl.s remarka at the 

l'lar Bond RllllY sponsored b;y the Movie ·Stars as the 

inauguratton of their September drive. The rally was 

held on the south steps of th~ Treaaur)' · 
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Stanc11ng here on the aouth etepe of the Trea81.11"7 

to<lay. I can see thoueanc1a ot eolc11era, eallors anc1 

Government workers at th1a great War Bonc1 Rally, 

They have come to applaud the motion picture stars 

co are gt Vlng all their t1118 to sell war Bonc1a 

c1ur1ng September. Speaklng tor the Treasury 

Department I 8houlc1 like to pay my trlbute to these 

actors anc1 actresses, anc1 the entire motion picture 

1nc1uatry, They are putting thelr special talents 

to work to help wtn our common victory. -

Regraded Unclassified



?0 

- 2 -

But this crowd is not all I see trta the Treasury 

bu1lding. I can also picture our marines tigbting 

through the jungle in the Solomon Islanc18, our 

sailors patrolling the Atlantic sea lanes, our 

!lyers in battle on a dozen tronts around the globe. 

And I can see m1ll1oll8 ot our sons and husbands and 

brothers training in Arm:! camps, trom dawn t1ll loag 

atter dart, tor the hardabips and the sacrit1ces ot 

war. 

&a we ~1Dk ot th1s grim ettort by our t1ght1ng 

men, let •s ask ourselves whether we on the home 

tront are doing all we can to train and toughen 

ourselves tor the c01111ng battles. 
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This is goiug to be a bard ar, and it MT be 

a long one. Here on .the hOJDe front we bave not 

even begun to sacritlce the eaay aDd pleasant and 

comtortable things of life. we have not even begun 

to 11 ve W1 th the spirit of the American pioneers, 

who used to say "Eat 1 t up--wear 1 t out--make it 

do. • We have not even begun to scrlllp aDd ave, 

as we shall have to do before this war 1s won. -
Each of us will have to ask hlllself every .orn1ng -

. ' 
"What am I perscnall7 going to do today to help win 

- -
this war? lhat can 1 give up or do without, so tbat 

- -
our soldiers aad aallors can ban the weapons they 

need?" -
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Remember, the weapons ot victory - the planes 

and guns and bombs and battleships ·- all have got to 
. -

be paid tor. some ot us bUild th•. some ot us 

will t1ght with th811l· BUt all ot us have got to pay 

tor them - with war BoDC1s. 

The need 1s great. The time 1s short. The hour 

ot ettort 1s here. We on the home front must not 

tall behind our t1ght1ng men. we, too, must 

take the ottena1 ve - now t 

·--

-· 
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•• 

TAXES • 

Present: Mr. Haas 
Mr. Paul 
Mr. Frieclman 
J.lr. Shoup 
J.lr . Blough 
Mr. Grana 
Yr. Kuhn 
l.lr. White 
Mr. Viner 
Yr. Sul.Jh an 
1lr. Gt.aton 
lo!rs . Klots 

H.M. JR: Where ia Roy Blough? 

MR. BLOUGH: Right here, air . 

H.M. JR: Well , Roy, supposing you start in and talk 
and I guarantee you will be interrupted. 

MR. BLOUGH: That ia fine. What would you ~ke me 
to do? 

H.ll.JR: Oh, juat start anywhere on thia thing. 

MR. BLOUGH: Well, I will describe it briefly. 

H.).[. JR: Was t.b.ia tor to1110rrow? 

1m. !I.OUGH: That ia the copy that na done yester­
day. 

11 .!.!. JR: For t011orrow? 

MR. BLOUGH: For tCJIIlorrow, aDd undoubtedly it will 
be quite different trCJIIl tba t by the time we get ~hrough . 

The tundaaental id... il to get a tax on spending 

Regraded Unclassified



- 2 -

which would raiss a substantial amount of aone7 and at 

the same time would have a subs tan tlal deterri affect 

on spending. 

lion, we started out with the basic idea of a pro­

gressive spendings tax, with exemptions . 

78 

H.U. JR: Excuse me, did you tell Paul to be here at 

four o'clock? 

MU. BLOUGH: Yea , he will be here . 

H.M. JR: Good. 

~. BLOUGH: The more we looked at it the more we 

sa\7 that it would only get us into some difficulties, 

because at the lower end of the scale, as we got down 

farther and farther we had more and more people and we 

were going to ask them to figure out the apendings tax 

return; we put it on a quarterly basis, and we were 

going to have them file quarterly returns. It just did 

not seem to quite be feasible . On the other hand, if 

collection at aourci went into operation we had a good 

instrument for collecting further income taxes . 

So, after a very great deal of trouble, mental trouble, 

we came to the conclusion it would be better to hitch the 

spendings tax onto a collection-at- source incoae tax andi 
while it ie not in here, that would lend itself very wel 

-- to a cer tain amount of spandings tax treatment by per­

mitting the deduction of debt payments, inauracce, pur­

chase of war bond&, and so on, in arriving at the annual 

settlement of the taxpayer with the Govel'lllllent for that 

collected-at- source tax. !side from that it would not be 

a apendinge tax, but it would be, to that extent, a 

apendings tax. 

Then the queetion of whether aQY of it should bt rid 

hack came up, and it wae decided that we should auggu that 

same of it be paid back, although that ie, I should eay, a 

separate questlon. I t ar isea out of the feeling on the 

part of a great 111&111 people on the Hill, I am aura, that 

we are hitting prett)' hard at the nn taxpayers tbat • • 

• 
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are bringing into the picture when we are eta~ting thei r 
taxes at nineteen per cent, asking them to pay an extra 
five pe rcent next year, if they were then asked to pay 
another five percent and have it permAnently taken fr4m 
them. 

So that what we have here in this plan is a spendinga 
tax with ex8lllptiona of a thousand dollars for single 
persona, two thousand for mar•ried couples, with an ad.di­
t ionsl five hundred for each dependent. how, that is 
put in the form Df an excluaioni eo that everybody r.ho 
gets more than t hose amounts wi 1 pay on hie whole 
spendinga and not merely on t ne excess of his spending& 
over the exemptions or the amounts . It is progressive, 
starting at five percent on the first thousand and going 
up to a hunared percent over twenty-five thousand dollars. 
I t is perhaps optimistic to expect to get those rates~ 
but those are intended to be very penalizing on spending. 
I t is not to be collect ed at source but to be collected 
quarterly, with a very. short form indicating spending& , 
tllld the tax filed each quarter, and then at the end af the 
ycar,filing a return on which the ependinga would be 
computed on the basis of cash receipts and cash disburse­
ments - the money you had available and what you did with 
it, and everything that was not put into savings and in­
vestment and other omitted items counted ae spendings . 

Hi tched onto that,then, is this collection-at-source 
income tax of five percent lii tb an exclusion of five 

hundred dolla re for single persona, a thousand dollars fO£' 
married couples, and two hundred and tifty for each depen­
dent, and the exceptions of the income tax would be lowered 
similarly, and the additional amount of tax not to exceed 
the amount calculated at the lowest income tax rate. 
Additional 8111ount of i.nc(llle tax would also be held as a 
pos tVIar credi t for t he taxpayer. 

Now without going too much into the reasons why, 
that is ~hat we came out with. I say in advance, I . 
do not like many element s of it, but I do not know JUSt 
exactly how to improve it. 

Nobody inter rupted me, J.ir, Secretary, I don 't know 
what is wrong. 
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H.M.JR: Well , let ' s atart with John Sullivan. 

MR. SULLIVAN: There are two thinga right off the 
bat, Mr . Secretary, that disturb me a good deal. 

In the first place we are abandoning our position 
and going right over to a syat• of oanpulaoey savings . 

The other point that disturba me is tha t in this 
me:norandum it is contemplated tba t we wi 11 collect this 
tax through wi tbholding. I think it we a tart on a straight 
wit hholding tax on the income tax, there is going to be 

difficulty enough. 
I think if you confuse it by adding to it an atte:npt 

to collect through withholding a spending tax, which 
nobody in this room will know how to fill out himself 
vti thout a great deal of research, and we are imposing 
that on millions of people who have never filed but one 
straight income tax return.- I think we are going to 

· jeopardize the withholding tax, itself . I think we are 
going to~ -

H.J.I. JR: Just a moment , are we - be did all this on 
the phone with me - are we going to collect this--

YR. BLOUGH: The five percent tax woul d be collected 
at source, so far as the employee was concerned, and so 
far as the •ployer ~as concerned, would be indistinguish­
able during the year, but would then be separated out in 
the annual return. 

There would be a difference in the computation, but 
as far as we can see - we have made eome check on it -
it would not be a difficult computation. 

l!R. SULLIVAN: Then if t ba t is the way it is done, 
all you are doing ia tak!ng part of the five percent 
which we now expect-- ' 

MR. BLOUGH: No, addi tional five percent . 

J.[R, GAS'l'Oll : A total t en percent withholding? 
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MR. BLOUGH: That is right , 

MR. SULLIVAN: I f you are doing that, Roy, you are 
retarding your effort to finally get your rate of vii th­
holding on income tax up where it means something. 

MR. BLOUGH: It is possible it may have some ef fect 
along tha t line . 

H.U.JR: Before we get to this t hing, Roy, I tnink 
the important thing to explain to everybody - each per­
son has his own little object ions - where is Haas? 

LIR. BLOUGH: ){r , Secretary, he was out there. He 
didn't underst~d you wanted him with this group. 

H.M. JR: I said everybo4y sitting in the back. 
Explain this - I t hink it ia aa important aa anrt;hing -
whatever the income. they figure , a hundred and ten, a 
hunarod and twenty - I wish you would explain, before 
we had t his, how much did we reach and how much didn't 
we reach; and under this proposed plan, how much additional 
we reach. I think t ba.t is the import111 t thing. I mean, 
to me it is more important than aDfthing else. 

MR. BLOUGH: Well--

lt.l:. JR: Whether you hen a withholding tax or 
anrt;hing alae . 

J.IR. BLOUGH: With the income tax at the rete ~reck eta, 
I mean at the exception brackets now oontaaplated 1n the 
Senate discussions, we would have - well, 1n the House 
bill we would have a tax beae of around thirty-two 
billion dollars . 

H.ll. JR: What is your total - wba t is your figure -
a hundred and ten or a hundred and twenty? 

J.!R. BLOUGH : While t he re may be a hundred and ten 
billion dollars of total national income, that part that 
could be considered as available or as get-at-able through 
taxation is about ninety-six billion dollars . 

Regraded Unclassified



- 6 -

H.l!.JR: For round figures, call it a Jwnc!,.ad billion. 

(llr. Baas entered the confet•ence. ) 

MR. BLOUGH: So we are gettmg - our tax beaou~ut 
thirty- two billion dollars under tno inc~e t ax which 
the House baa paaaad. 

Now, tbe income of the people ~o will be subject 
to thia income tax1 but which w1ll be exempted from tax 
because of persona! exemptions, will be about twenty­
eight billion dollars more - somewhere in that neighbor­
hood. 

In addition to that there will be somewhere i n the 
neighborhood of thi r ty-six or thirty-eight billion dollare 
which wi ll be received b.r the people who do not file in­
come tax returns . 

There hae been greet objection made to the fact that 

we are attempting an anti- inflat ion program by operating 
priDarily, if not excluaively, on the thirty-two billion 
dol lars, which is one- third, about, of the total. 

Tho introduction of a withholding tax, with exclu­
ai ona instead of exemptions, and whicli has five hundred 
dollars, a thousand dollars , and two hundred and fifty, in­

stead of five hundred, twelve hundred, end three hundred, 
would mean that probably, instead of sixty, possibly sixty­
seven or seventy billion dollars, altogether, would come 
under the inc(JIIe tax in one form or another. 

11.1.!. JR: Let me aak you 1ll:/ way, will you, because 
you ere making it extra complicated. The way the bill 
passed the Bouse, how much of the hundred odd billion 
dollars in income would we have reached? 

llR. II.OUGH: The tax base would be about thirty- two 
billion. 

H.I.I.JR: Thirt;r- two billion - O.K~ Now the'!r does 
that include or exclude the five percent withhol41ng? 

MR. BLOUGH: That exoludea t he five percent withhol d­
ing t ax - I am aorey, the one now in the Bouae bill, that 
ino1.udaa that. 
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H.li.JR: And it still r emains thir ty- two. 

l!R. BLOUGH: '!!Ia t is rigbt , beoeuse the wi thhold­
ing doesn't add anything, in tbe number of people or 
their inooms • . 

H.li.JR: So it is thirty- two? 

MR. BLOUGH: That is rigbt. 

H.li. JR: So that excludes sixty-eight billion 
dollars . 

J.IR. BLOUGH: Roughly two-thirds. 

H.li. JR: ·Now, this suggestion which we are about 
to make, how much more does that reach? · 

l.!R. BLOUGH: '!!Ia t reaches about thircy-tive 
billion more . Does that check with your figures? 

J.IR. FRIBIJUN: Yes. 

H.U. JR: Ia tba t right, about thirty-five? 

~ SULLIVAN: But from the same people who had 
the tllity- two. 

l!R. BLOUGH : Not altogether, because we are 
lowering the exemptions substantially. 

H.li.JR: I t ia an additional--

YR. BLOUGH: Koat of it comes from the same people , 
but there will be - well, another seven billion or ao 
from new people. 

MR. FRIEIIWh Five to seven. 

H.K. JR: But you are reaching sixty- seven bil lion 
out of the hundred bill iont 
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IIR. BLOUGH: A.ppro:dllatel :r that :rea, air, • 
'reaching' in the sense that it ll part of the tax base, . 

MR. VINER: You are .reaching persona with h011 
much income? 

I!R. BLOUGH: We are reachina per sona no• w1 th 
how much income? 

UR. VINER: Yes, under your scheme? 

~. BLOUGH: With about sixt:r-five or aixt.y-seven 
billion dollars. 

H.W.JR: You mean numbers of p~ople? 

!JR. BLOUGH: Persons we reach would have that 
much income. 

H.M.JR: You are reaching another seven million 
taxpayers; that is the figuret 

UR. BLOUGH: We will tax approximately seven 
million more taxpayers. • 

H.W. JR: I mean there are all kinds of "shadationa• 
on this thing, but the main thing when we sat around 
here and discussed this thing was that the criticism 
they can lev:r at us correctl,y is that we are onl:r reach­
ing one-third of the national income, and that does not 
do much of a job as an anti-inflation measure. 'ftlen 
•• come aloug and rougttl.y add another t hird. 

IIR. G.lS'roN: I "just don' t understand why that ia 
true. 

I.IR. SULUVA.N: No, J.lr . Secretary, the seven 
mill l on additional people :rou are adding are because 
of the reduction of t he examptiona on your personal 
income tax, and it is entirely exclusive of anythiug 
in the expenditure tax, isn't that eo, Roy? 
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lm. BLOUGH: That ie thie addit10DA1 withholding 
tax. 

liR. SULLIVAN: That ia r ight, and 7ou &l'a not 
getting one dime from an7body under the expenditure 
tax who ia not being taxed under the incc:ae tax law. 

lilt. BLOOGH: ~ dime h a rather small amount; 
I should aa7 we are getting oertainl7 more than one 
dime, but 7ou are right in general , 

liR. SULLIVAN: CertainlJ' leu than one percent. 

UR. BLOUGH: The expenditure tax, per ee, without 
reference to thia adell tional tax at the bottom, haa 
higher exemptions than our incc:aa tax. 

liR. SULLIVAN: '!'he incc:ae tax is twice as hif!h; 
and if a person who 1a exempt from an income tax toda7 
earns twice as much aa he now earns, he will still be 
exempt from the expenditure tax. 

liR. BLOUGH: 'nlat 1a approzi•te].y correct, but 
that, of course, ie in order to keep the Bureau of 
Internal Rennue from collapsing under the load ot 
administering the expenditure tax, not because we 
wanted it that wq. 

H.li.JR: Let me eq something. I don ' t want to 
be unfair, but, John, ;you sat here the night we dis­
cuaaed that thing from eight to ten and d idn' t s&;y 
anything. Now auddenlJ' ;you seem nr;y much excited, 
and I don't understand it. 

liR. SULLIVAN: I am not excited at all; I never 
saw this memorandum until this afternoon, l:r. Secret&r;y • 

liR. GASTOH: This 1a an entirel,y new plan. 

liR. KUHII : 'lbh h not what we discueaed Wednesday, 
llr. Seorete.r;y. 
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JJR . BLOOGH: ll&y I 1nd1 cate the differences be­
tween what thia 1a and what we discussed on Monday? 

H.loi.JR: Go ahead. 

loiR. BLOUGH: The difference ia this: \¥hat •e 
discussed on Monday was a split plan in which the 
first two thousand dollars - up to two thousand 
dollars of income, or up to twenty- five hundred 
dollars, we would assume a man spent all of his ine001e 
and therefore it was a tu: on hia income, and not on 
his spendings, and above that we would tax him on his 
spendings. 

Natr we tried to hitch that together, to take the 
bot tom and add it to the t op for the same man, tax 
the bottom as income, assuming his expenditures are 
the same, and take the top as true expenditure tax. 
The things didn't fit together, and •e tried every 
which way to get them to fit together. We finally 
decided they •ouldn't fit together, so •e did exactly 
the same thing as waa proposed here; we treated the 
people at the bottom on their incomes and not on 
expenditures, but lfe ran the tu: all the way up so 
as to avoid the notch pronosition. To that tax we 
could very •ell allow deductions for savings and bond 
purchases and insurance, make it aomethin!J of an 
expenditures tax; md then •e added on a true 
expenditures tax at the levels that we were talking 
about , making the true expenditures tax her e that night. 
So far as the nuaber of people involved, and so far 
as the treatment of the bottom incomes ar e concerned, 
it is exactly tha same as we talked about that night , 
but we could not splice them together. We had to make 
it in the form of two taxes. That is the only differ­
ence. 

H. loi.JR: We did Mntion it that night. 

UR. SULLIVAN: That night there was--

H.M.3R: The fact that it is exclusion and that 
we would tax the people--
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IIR. SULLIV.llf: That h right, that wu dhouued 

h~re tbat night. 

B.Jl. JR: 'ilhat wasn't disouued here? 

IIR. SJIJ.IV.lB: Well, llr. Storeta17, 70u aektd 

me for 111'1 c011111enta and I told 70u there were two 

things that stood out here; one •s our abandoning 
our posi tl.on on oompulaor1 savings. 

87 

H. ll. JR: 'le are not abandoning it. I explained 

this thing. I mean, Harold - I brought Harold and Ted 

Gamble in here and I explained to thea that we were 

going to have a post-war credit on the lower-inoCIU 
group, and we oan•t oolleot it because we can't , 

collect forty llillion income tax returns, so we are 
going to exclude thirq-three llillion of tha and gin 

it to them in the form of a post-war credit amounting 

to about five per cent. Didn't I explain that befor e 

I went awq? 

llR. GRAVES: Yes. 

B.ll. JR: I explained that before I left, didn't 

I'Z It was Thursda7 or Fridq. 

WR. GRAVES: Yea, 

H.ll. JR: And, Ro7, we hann' t changed f r om that . 

llR. !IJIJ.IVAJI: I was not familiar with that 
development. 

H.ll. JR: I tell 7ou, John, · I ua not going to 
apologize to &nJbodT. I cannot go around and eee 

eve17 eingle peraon in the Trea1U17. I mean, that 

1 s Paul 1 a and Blough • s job to do the explaining. I 

did peraonallT explain it to Grana and Gemble because 

I know the7 are not tax people, thq are selling bonda. 

I wanted their adnoe. 'l'!lat ia •111 he ia her e toda7. 

I wanted to explain to him what the plan was aa I saw 

it. But if the r est of the thing haan' t been explained, 

it ia -boq ala•'• reaponalblliq, not lline. 
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KR. BLOUGH: llaJ I say this, t hat on las t Monday 

night the post-war credit feature was very definitely 

discuued, and i t was the unaniiiOUs opinion of the 

people outside tbe Treaaury that that was a good idea. 

It wasn't discussed here . 

H. ll.JR: I 111811tioned it llondq night, and I men­

tioned it '1\lesday mor ning. We diaouaaed it with George 

and then I took the trouble to explain it to Gtoaves 

and Gamble to get their reactions. 

But that ia your objection to the thing, the 

post-war credit? 

JAR. SULLIVJJI: Those are the two thlncs that atruclc 

tie in the first place . 'l'he other thing is on page 

eight where we argue the difference - whore we ar gue 

a compar ison be tween this and the sales t ax. It this 

is tho statement that ia going up there , I think that 

that should be omitted. 

H.M. JR: Well, I tell you what you do; if the men -

my press oonference won' t last very long. I think there 

should be a meeting in Paul ' s office, if he has the 

time, or Blough' s office, because Paul is going on the 

air tonight . This same group should meet and discuea 

it - I mean, r ather than take it out on me , take it 

out on each other. Then I can see you tomorrow. 

!.!R. SUWVJJI: I wasn ' t trying to take it ciut on 

anybocJ¥. 

H.M.JR: I am not heing personal, John. I mean 

!larry White haan' t gotten started yet. I JDean , I am 

very definitely not being personal, but I am just 

thinking of what wq we could save time. If t hese 

people - they didD • t cCIIIIAI to a decision until about 

six o'clock yesterday. Whan this was written, God only 

knows. It .uat han been writt en during the night . 

By the l coka ot Roy I should aq that he did it last 

night, during the night. 
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!JR. BLOUGH: No, llr. Secreta17, it had been goi ng 
on for several days, and once we made the final decision 
the rest of it was r elat ively simple. 

H.M. JR: I feel this way, if not everybo~ in this 
room is not sat isfied - I am sure they are not - as 
far as I am concerned it is not as important as it is 
to get a plan out and ~et it before the Committee, 
even if the plan is onJ.¥ seventy- five percent perfect. 
'.'/e just couldn't sit here - Wh1 te came to me Friday and 
said we had to do something, that we can't be shoved 
around by some new man coming in, and why doesn' t the . 
Treasury do something. White didn ' t say that , but 
tbt t was the inference, t.ha t we had to get something 
out or be accused of not being a leader, and instead 
being a follower . 

So I insisted that we get something out, and here 
it is. I think, consider ing that we only started to 
disousa this a week ago Saturday night and the boys 
real~ only had a chance to work on it Friday and 
Sundq - I think they did a very good job, Now, 
there may be things, but there is nothing I have heard 
yet that distur bs me; so I think we had better - there 
is no use my getting - I mean, Paul m.ay have to do his 
radio speech. Could you do a little listening, or 
can' t you take any more today? 

lo!R . BI.aJGH: Ch, sure, J.!r. Secretaa, I am as 
fresh aa a daiq after your 11 ttle party h~re . 

H.ll.JR: 'lhen I want you to at&y at the press 
conference.; and as soon .as it is onr, the people in 
the room 11111 be notified. Harold does not have to 
stq unless he wants to. Do you want to stay, Harold? 

WR. GRAVES: No, I don ' t think so, unlen you want 
me to . 

H.K.JR: You under stand it, don't you? 

KR. GRAVRS: Yea, ai r. 
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B.li. JR: Do you want to say anything llbout it? 

!.IR. GRAVES: No. 
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B.li. JR: I personall7 think that your interests 
and mf interests are well taken care of. I think if 

t his thing would pass in seventy- five percent of ita 

form - if it is passed, that leaves the people with a 

lot of money which they are going to save rather than 

spend and pq a tax; then you and I go after those 

people for the money they have go t left and give them a 

post-war credit of fin percent. We will have to adju.at 

the plan and give th8111 an allowance for what is taken 

on ou.r ten-per cent plan. We would have to give them 

an allowance , because a lot of people and a lot of money -

and I expect to continue the volunteer prograa, modified, 

to take care of this, bu t I expect to keep it just the 

same. 

loiR . GRAVES: I wonder it it wouldn't be helpful, 

IJr. Secretary, it lir. Blough were to pr epare again the 

schedules which he prepared under the other proposal 
showing as to the people in different income brackets, 

the aggregate amolfilt that they would have to pay. Do 

you know what I mean, Roy? 

do? 

MR. BLOOCl!!: Yea. 

liR. GRAVES: Wouldn' t the t be a helpfUl thing to 

liR. BLOOGII: I would be very glad to do it. 

(lir , Paul entered the conference.) 

B. lt. JR: 'lha t we are going to do is this: A 
lot of people her e haven ' t seen this, and I have told 

them you will have to work after press on your radio 

till , won' t you? 

KR. PAUL: I just finished that, subject to one 

little change. 
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H, ll, JR: I thought Roy could ta.ke them on after 
this is onr. .l numbe!' of thea han suggestiona. 

J.!R, PAUL: .lre we going to go into the details 
of this? 

H. W. JR: I am not . 

I.!R. PAlJL: I a ~bod;r? I talked to George about 
it, and it seems to me that no details should be given 
out to the press before we gin them out to the 
Committee . So we held it over until tomorrow. At~ 
request of George , we held it over because we were not 
quite ready, and I think - what do you think, John? 
George said this definitely - he said, "I think it would 
be better not to give anyth!ng out to the press until 
it is before the Coau ttee. • 

H. ll. JR: At four o' oloclc, that suits me . 

Jm. BLOOG!l: You had in mind the meeting with this 
group afterwards? 

H.II.JR: Then if that is the case, you and Paul 
had better not be here. Peul and Blough had better 
not be here at ~ four o'clock press conference. 

Jm. PAUL: I think you ought to ,be very general 
and sq it is not custC111181'7 to gin out ~ statements, 
cut of respect to the Comittee, and you are going to 
hold all c<~~~ment until the plan ia presented to the 
Cocml. ttee, whioh will probably be t0110rrmr. 

H. II . JR: There is only this thought , Randolph. 
I wondered if you could not hold a school for the press 
so the t when they hear it tomorrmr they would understand 
it. That would be a tr•endous adnntage - not to 
print ~thing, · 

WR. PAUL: Then the thing to do would be to take 
them in a room and hold a school and have no release. 
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H.ll.JR: Tba t ia right , but I thinlc that that 
would be a tremendous adnntage, 

WR. BLOUGH: We would prefer to wait until there 
are any changes. 

WR. WIUTE: That rules out, Jlr. Seoret&J7 - and 
maybe it will be ruled out anyhow, but there la one 
major change that I should like to argue for, and I 
should hate to see it ruled out before we even start; 
unless you can 11111.ke it in auch general tema that auch 
changes as I have in aind are not ruled out, it kind 
of stops ua fr0111 putting any change in after it ia once 
gotten out. 

H. W. JR: ill right , we will do thiu We will a~ 
nothing to the preu. ·Do you agree with me, Herbert? 

~. GASTON: Yes. 

!JR. KUHN: Well , Senator George was perfectly 
willing and glad to have th6 press told tomorrow that 
as soon aa the Executive session waa over they could 
c0111e to the Treasury and get the 11bole thing fraa 
Randolph Paul, and I thinlc that it lligbt be·• 

llR. PAUL: He was strong for giving thea an adequate 
explanation, but he doesn't want to do it before, and I 
thinlc eoae of the Cc.dttee would resent it it we gave 
it out • 

.IIR, KUHN: It might be a good idea to tell thea 
you can't do it before the Ca.aittee meeting, but that 
you can aaaure them for Senator Geo!fe and yourself that 
aa soon aa this ia given to the C ttee they can get 
a full discussion of it here at the Treasury . 

H.li. JR: Let ' a leave it thia wq - are you too tired 
to take this group on now? 

KR. PAUL: No, I can do it. 
because I 1a not up on the plan. 
hours eince I eaw lt, 

I want Roy with me, 
It baa been twentJ-tour 
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H.ll. JR: 1ib1 don't JOU finish Jour apeeoh tor 
tonight 1'1ret? 
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~. PiUL: It Ho7 te.kee them on, I rill oirculate 
in there a 11 ttle bit. Ho7 n a working on it yuterdq. 

r.m. BLOUGH: It ther e are to be obangea in it 
you oertainlJ ought to be there. 

H.ll. JR: He baa got to finish hia apeech. 

IIR. P.lUL: !bat is all done, except the first 
paragraph. 

H.W:. JR: Where should the7 Met? I nnt to 
ge t them out. 

r.m. PAUL: Is Ho(D 220 being ueed now? 

H.W:. JR: They can have 1111 poater ro0111 acr oss the 
hall, or Bell ' s room is emptJ. lleet in Bell's room. 
Do you want to go there now? 

• 

IIR. BLOOGH: Do JOU (Paul) want to stay here .tor 
the Ruml plan? They will probably ask questions about 
that. 

H. W:. JR: You don't WUlt to be here. It you are 
here, then 7011 have got to answer a lot ot cpestions. 
I won' t han to answer any. 
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Tho great need tor revenue has been stressed by the Treasury 

Deparb:>ent thrwghout the coneideraticn by Ccngress ot this tax bill. 

Rococ::u>ndations !or rates higher than tho~e appearing in the House 

bill wore mado in all the major taxes, includin& individual 1neomo, 

corporation, estato and gitt1 and excise taxes. Thoso recCIIIIIondationa 

,.,re reattinood by Secretary llorgonthau in his statement bctoro this 

Coamittee and there haa been no cause tor any subatential cl>onge 1n 

tho:n. 

To an inc:reasl.nc extent 1n recent ""aka, axpanding 1nd1v1clu.&l 

inc"""• have been exerting presauros on prices and the coat ot living. 

At the same time, tho supp:cy ot consumor gooda Md aorvioca has boon 

d!dndllng rep1d:cy in tho race ot our tromondoua:cy aecolo...,tad war 

preducticn. This points cloar:cy to tho nocossity or rcsoluta action 

along ClOre than ono front, including tho onacment of a tax prograa 

woll abovo oven tho $8.7 billion of additional rcvonuo orig!.nal:cy 

ro"""""'ndocl by tho Troaoury. 

Tho J.Arao 1ncroasos 1n taxation which we nood at this tl.Jio to 

combat intlat ion should, insofar as posaiblo satiety the tollooinB 

requir<!Cilntea 

1 . Tho taxes should opcroto to mthdn\lr purehaaing poWOr. lloro­

ovcr, 1nsotar a& procticablo they should actual:cy discourage consumer 

spending a1nco tho proasuro of incoaao on pricoa and tho coat ot living 

results troo. the effort to spend purchoeing po110r. 
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2. The burden of the tax and tho pressure it exerts llhould be veey 

Ught on the ..Ul1ons ••• atendard ot living 1n 111&1\Y cases ia inadoquate 

to support productive er!iciency and decent living, The burdon should 

1ncrcuo as tho standard of living rises ac that the prcsauro wUl bo the 

Ve4tost on those olcoento ot spending which arc l east nocCSa&f"' to tho 

individual and to the war o!fort . 

)I 1'he tax, baing an addition to existing taxee , should not in tor­

fore aey more than ia absolutely nocoesary with tho mceti.ng of commitments 

to psy dobts, purchase insurance , and ..aka rcgul.ar savings, which were 

undertaken at loi'IOr tax l ovola , 

4, The tax should not ..ako 110ro difficult tho oxorcieo of d1roct 

price controls, rationing , D.nd other mcthods of inflation, 

5, 1'he tax should be roasona~ capable of acbinistration 1n tho 

Ught of its importance as nn nnt1-inflationaey and revenue moasurc. 

Tho Treasury has como to the conclusion that thoso rcquir<:o~Ct~to 

""uld bo 100st nearly met by n t hroe-point combined procram. 

l . A proucuivc tax above o~ons would be ilnpesod on tho 

spending• of individuals for conaU~~~Ption goods and aorvi.cos. 

2 , A rctundnblc tax would bo imposed on tho total ineomcs of 

pcrsono ""esc ineODla oxcoodod C500 tor a ainglc poroon, ~,000 tor a 

mrricd coupl e , and $250 tor c<>ch dependent. 

) , To intepto tho regular 1ncoa<> tax with tho rctundablc tax, 

tho oxomptions of tho incomo tax 'IIOuld be roduc~d to Csoo, Gl,OOO, and 

S2SO, nnd t ho increase 1n tax occasioned thereby 110uld be hold aa a 

pest.-.,... orodit to tho account of tho t11XJ>1>¥or . 
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1. 'l'hc spcndings tax 

The proposed spcndings tax is diroctl,y o.imod nt tho oont.rol ot 

expenditures on goods end services. Its 1:111jor features arc as !ollomu 

n. Tax b!lsc t Tho tax T.Ould be levied llt progressive r ctcs on 

total expenditures tor oonll\lr.IOr goods aod services. That is , tho tax 

bo.so 110uld be tho •= as unc!ur n retail solos tax except that it 110uld 

includo oxponditurcs on services "" wt:l1 es on tangible goods . 

b. Persons llebl g to spgns!ings t!IXI Tho tax 110uld npply only to 

persons spcns!ina ""'"' then opoci!icd ~unts on conswocr gOods llnd 

service• . SinBJ.o persons would be excluded !rom tho t!IX it thoy spent 

less then $1,000, :crried couples it they spent l ess thon $2,ooo, . ""cl 

the exclusion v10ulcl bo incrocsod en ndditionnl. $500 !or each dependent . 

These amounts rop!'C!sont exclusions, not CXC~~U>tions. Persons slll>ject 

to the tcx wuld be tcxed on all of their spondings . 

c. C<lrl!ll!t(\tion of tip t!1X basot 7ho CJ:>O\Ult o! spc.ndinge 110ul.d not 

be CCOI)>utcd directly , but 110uld be dGri vcd indirectly by oubtrcetins 

!roD tho total lll:IOWlt of funds 4t tho dispoSAl of tho ~yor tho CIIIOWltS 

used for purposes other then current consumption. The major nontoxcblc 

uses of !\mds uc rcpeymcnt of debt, prcod.UIIS paid on lito inDUrct\00, 

cxpons!iturce for tho purchoso or bonds or other e:tpital assets, s1fts 

Glld contributions, nnd peyaont of taxes . Tho lltt<!chccl schedule lists 

tho itOtn.B thot 'IIOuld hove to bo obtnincd to compute tho total funds at 

tho dieposol of the conslllOOr 11nd tho totol nontaxcl>lo usc of funds 

(Exhibit 1). 

• 
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d. Method of eolloctiom The liabili t)' under the ependings ta.x 

u under the income ta.x cannot be datel'lld.ned until &tter the close of 

the year in 11hl.ch "P'!ndinge took place. However, collection of the 

tex "ould not be dela)'Gd until the ultimo.te liabilit)' wae dotemined. 

The tex would be collected currentl)' b)' requiring indi vl.cluala te 

report the approximate Gl:IOUilt of spendine at abort interwla, oa:r 

quarterly, with a final a<ljustlnent &tter t ho close of the )'oar. Tho 

quartorly roport might contain no more t han a Single i tam - approximate 

...,.,t of aponding durin& the proceding quarter - or might contain a 

..,re dotailed etatcent. 

e. TOll ptes: Tho tax rntes would bo progrossivo. Tho tex on 

the spendinge of oaob a1.nglo person would bo as follows: 

Spondinge 

$ 0 - $ 1,000 
1,000 - 2, 000 
2,000 - 3, 000 
3,000 - s,ooo 
s,ooo - 10,000 

10,000 - 25,000 
25,000 and ovor 

'!'ax rate 

5% 
15 
25 
40 
60 
00 

1.00 

'l'ho direct application of tld.a progresSive spondinga tex achodllle 

to a family D.a a unit would bo unduly henh on tho larger families and 

would tnvor aingla persona, since, the larger tho family, tho greater 

is tho nocosanr:r 8110Wlt of apondings and tho ld.ghor tho rote at 11hl.ch 

tho spcndinga would bo teJa>d. '!'hie difficult)' can bo owre0100 b)' 

putting tho family' s tax on a per capite boe1e. Tho family' • total. 
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a)Xlndin&l wou1d bo divided by tho llllllbor ot peraCllla 1n tho f~. 

Tho progroasivo rtlto achedulo Would be llppllod to the resulting per 

capitn apendinga . Tho per capita tax COGqllltod 1n this way wou1d bo 

lllllltipllod ~ tho numbor of persons 1n tho f~ to got tho total 

tnz:d.]y to.x. For thia purpose, a dependant child would bo oounwd 

"" oqui wl.ont to ono-half a person. 
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For oxnmplo, o IIIOrrled couple with ono dependent would comprleo 

2.5 taxllblo spending•. It thie tomi]y epcnt Gs,ooo, spend1J>t>• per 

toxablo JX)raon would bo $21 000 . According to tho abovo row scbe~o, 

tho tax would bo $200 per pereon, or GSOO for the famil,y. llarrled 

couples would bo permitted to file oithor joint returns or separate 

returns . This would not load to ;my diecrll!l1n0t1on under this ll>Gthod 

of CCDputing spondinc• per to.xsbls pOraon. 

In order to avoid lsrgo difforoncoa 1n tax bot110on pOraons just 

below tho oxclual.on l1m1 ts and persoM just abovo, porsOM just above 

tho exclusion limite would bo permitted w ~ an altomativo tax 

equal to tho ditfot'Once botwoon thoir apendings and the exclusion 

Tho MIOunts o.nd ortccti vo rntos o! tax under tho abovo rate •cho~ 

are sbo1111 in Exh!.bd te 2 and '· 

t . l!ffictivo dp.to of tax• Tho spondings tax would bo l!lllde o!fcc­

tiw as of Aucust 31, 19~. It is ooll4nt11ll that thi~ be dono 1n ordor 

to provont e.ey ~ng 1n ant1odpet1on of the ona<:tment of tho spondinge 

tax. In addition, unloss tho epond1n(ja tax 1• mc.do o.ffootivo as of tho 
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dote on llhl.ch it is c.nnounced, an opportunity will. bo given to 

individucla to comort tboir bMlc dopoaits into currency tboroby 

hopi.n8 to hc.vc spondnblc funds upon vrhich c.n cdcquato check cc.nnot 

be IIIQdo , Thcso end o1ailar probla.a un bo entire~ prevented o~ 

'by mnld.ng tho spcndinca tax effective l>S of August 31, 191,2. 

2 . The Retundcblo TllX. 

99 

The rofundnb1c true io dnsillDcd to rco.ch the 1o'I!Qr lovc1s of spending 

thct ct.nnot ""oily bo rct\chod by tho apondinaa tcJ<. 

c . T~ bc.ac 1 Tho tcJ< would be levied on totc.l net inc01110 from 

ell sources . The GMIO deductions would be cllcmcd na under tbo rcgulnr 

incO!liO u.x except thc.t no exemptions \IOuld bo cllo•~ed. 

b. Per119ns liable to tho ti'\XI Tho tr.x liOuld r.pply o~ to poraona 

•ith incOOICS cbovc ccrtcin opeci.i'ied C<tounta , SintlO persona -.ould be 

o:<cludod from tho t<1x if their incOt>O ws loae than 0500, mcrriod couples 

if their inootOO """ lo•• then $1000, end tho cxc1uoion would be incronacd 

o.n nddition.'ll 'J250 for cnch dopondcnt . Thcao """unto represent exclusions, 

not C!OCC.l:lptiona, P<raona subject to truc would be toxod on cll their 

income. 

c , l!cthod of collostiona Tho ultiDnto llnbility under tho ro­

fundcblo true could not be ccnnputcd until cl'ter the close of tho yct.r • 

llmlvcr, the true would be collected ct sourc< from '~cs, 611lorics, nnd 

dividond:l in tho •= m..'nnor co it is proposed to collect pnrt of tho 

rogulnr inc'*> t:-..~. Collection et source with respect to this true nnd 

with respect to tho rogul.".r incooc tc.x '10uld be combined into c sinc;lo 
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itels so that tho two taxes combined would involve no grantor probl.owt 

tor o=playero and ~ore ot dividonds than tho collection at aource 

horotoforo proposed. 

d. T!lll pto1 Tho ro!'undoblo tox would be levied 4t 4 rate of 

5 percent on llll of 1nco.'ll0. Tho """'unto so collactecl up to a """'"'"" 

ot $500 por yc3r would bo ro.tundl>d to tho t.axpaycr attor tho W&r, 

witbout interest . Tho 4<10unt collcctocl 1n tho tirot :roar of operation 

ot tho tax would be ro!'undcd in tho fi r st yanr fol.l.ow1na tho close of 

tho w:~r; tho amunt collected in tho aoeond yonr noulcl bo rof\lndod in 

tho second ycnr fol.low1.na tho close of tho ""r, and so on. 

It tho COI!Illi ttoc boliovca that this Gdditioncl 5 porcont roflmd­

ablc tox ''1111 moan too h1Sh a combined t4x rotc on tho highest braokoto 

of i neOIOQ, en appropriAte adjustmont oa.n bo ..ado in tho ratoa of tho 

regular inc0010 tax. 

In order to avoid larso difforoncos bot,.,on tho tax of parsons 

just bolow und just abovo tho oxelueion l.ilo1to, tho tox on person• 

just Abovo tho exclusion 11m1 ts would be limited to halt of tho excoae 

of thcir inc"""' owr tho oxcluoion omount. 

). Roduct1on of exelllpt10ns for tho regulAr inc'""" tax. 

Tho proposed cxomptions for t ho regulAr income tox involvo tho 

J.owerins of tho eXIl:nption for ..arTie<! persons l>.Y $200 bolow tho amount 

tentot1vol,y Adopted t>,Y tho c-attoc and tor oach doponclont l>.Y ~50. 

It 1e proposed that tho resulting 1ncroaao in tame bo treatod as a 
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poot-r'N' credit to be rcfundod in tho """"' rMMor cs tho rofun~lo 

'"'x dcsoribod nbovo . Tho amount of tBX to bo rofundod would bo conput od 

on tl" reduction of ox.>mptions nt tho oomb1nod normol. c.nd first bracket 

aur'"'x rcto, t.'ult is , a t 19 per cent undor tho rc.t oe tonU.tiV(ll;r r.dopt cd 

by th: l!oueo . This 'rlll simplii'.f tho computt.tion end will l:lllko the post­

= credit of cqunl vnluo throughout t'>o 1nc0010 ocalo , 

4, Cocopuiaon with !'.ltcrnntivo tCJ< ~:~>..::euroa . 

Tho atlloe tnx hea been urged ns a mcnna of ccc~hing the crrt.i-

1n!lttion.'U')' objecti ves of this pro;:rm. 'DlO ~£CStod FOI!J'CI:l, half­

over , doco not hovo the serious disndvnntnGOD of a atlloa true . Th.:> saloa 

1.<\x bcnra honvicot on those reno c:m locat c.ttord to pc;y it. A s:>cndings 

tBX cnn provido exclusions nnd, cqur.lly important , cnn be ontlctod nt 

proercsoiVI.. rntoo so c.a to l:lllko unncccosc.ry cpondinga incr c"eingl;r costly. 

This ia 1mpooo1blc undor r. s.'llcs tax w1 thout nt tO'Ki SturO time l evying 

nn intol orc.blo burden on tho (!J'oat rosoce of t he !lOOplC . A apcndin(!S 

tax thcro!oro pormits e norc selective control of expenditures then ia 

possible undor ~cs tax. 

1ho r<.fundablo u.x 11kC'tl1so ., prcvido cxclue1ona <>nd tl>e !~.ct 

thot i t 1a r otundablc tdthin lltdte .......,. thc.t tho burdon will be only 

for tho period of the Tar and not pomo.ncnt. 

It hr. a not boon found prc.cticcblo, moruovor, to ~so ot.lce t oxca 

on tho sales o! nwncrous kinds of oor vicoc . For adlllinistrntivo roc.sons, 
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1t ia sonol1ll.l¥ nocoasaey to l..1lll1 t the oaloa tax to aaloo or tangible 

goocb , Thio loaves oxcmpt a lorgo fraction ot a pending, 1 apondings 

tax •rould roneh spondiT18• !or both t4n6iblo goocb and services , Thc 

oaloo tax tokos no account of diftoroneoo in poraonlll a1 tuations and 

i o thcroforo C>Oro llkol,y than a spondl..nga tax or a rotunclablo tax to 

at i.Jaulato eoneortod efforts to sceuro higher Wll£08 . 

A cllloa tax, oapociall,y at tho Wholooalo M d Clllrlltacturillg levola 

'ld.ll ontor into aoao costs of production nnd thcro!oro Clllko price con­

t rol ctl.tticult. In addition, it 18 lil<ol,y to atfoct parity prices for 

!ll'll products . Evon 1f thc tax ie impoaod at tho rotail lovol, those 

ct11'!1cultioe aro not ontirol,y obviatod. A aponctl.ngo tax has noithcr 

ot thcao oftoctn oinco it i s colloctod ctl.roctl,y tran inctl.viduala. 

Tho Troaouey Deport.mont has already nakod for highor individual 

inc01110 tax rotos and boliovos that thooo rotoo do not represent the 

limit that con bo obtained from tho incomo tax. Pllrtber increases 1n 

1nct1 vidual incCDO taxes havo, llotlovor, been stronuoual,y objected to on 

tho Crounda that parsons with tixed 1ncccoa would not be ablo to acet 

their c:oa:l1. b:>cnta tor dobt re~nt, inourenoc prcm....,, and ot.bor 

!'Uod obl1gat1ona, evon though ouch oxpondituroa havo little or no in­

tlottonaey oftoct, Tho spending& tax b)" elCOillpting ouch outlays is not 

subjoct to thio objection. l.!oroovor, tho opondinc• tax puta a direct 

penalty on sponctl.nga c001parcd with savinc and is thoref'oro moro otfec­

tivo in roduoing conoumer oxpendi turoa than M oqual amount wi tbdrawn 
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ti'OIO purohaain& power through an incomo tax. It rates oro graduated 

1t<1oply onough too oxpsnse of conSUIIIing beyond o certain amount can bo 

m11do e.llnost prohibitivo. 

Tho epon<linge toJ< would not be suitoblo for uso in normal tillles, 

bocouso it pomits the accumulation of woolth 'll'ithout the pa;y!lent of 

~ tlx and th.le 1s much interior to the income tax in oooaaurlnc ab1l1t7 

t<1 J)a1 t&xos . In til>cs like tho prceent, howowr, it can servo as an 

icportant olo:r.ant in tho fiscal syate:l. It cannot replace n steeply 

gr&duatod incoor.e toJ< but it can supplement it. 

Liko OI1Y now tax, tho spon<lings tox nocosearlly involves adminis­

trotivo and coor.plianco probl<!m& of no emall magnitude. Those problems 

oro somowhnt reduced ~>'/ tho fact that tho e;>onclings tox can bo ad­

ministcrod alone with the income tax. Novertholoes 1t will eroate a 

sorloua aclln:lniatrntivo problem in seeurlnjl cOCIJ)l1~~neo, in chocking 

intomD.Uon not now required on inca:lO toJ< roturns, in educating tho 

public to an entirely new type of tax, and in holping tb:l public to 

f1U out tho fo~ whlch they '11'111 bo roquirod to oubllit. Ca:!pored 

>d th otllor mO<lSUrcs oZ ca:tporebla importllnco in .ooting tho inflation 

nnd rovonuo problems, however, too acbin11tl'&t1vo d1ft1cultios should 

not provo d1sproportionately large. In t1mo of war, administrative 

d1tt1eult1os cannot bo allowed to stand in tho way of 1110asures v1 tal 

to tho nation ' o v101tnro . 
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Exhibit 1. 

~s~~·T~~t~n 

(To be made part Of inCOOIO tax return) 

Funds nt tho disoospl or tho conoumgr 

1. Solnrica, l.CGOS 1 t.nd othor compcnsnt1on tor pornonol ucrvicos •• , 3 

2, Dividonda nnd intorost rccoivod, including ~ovornmcnt interest .. 

J, Rcnta 1 roynltios1 annuities, pcnsiono ••••••.•••••••..••• • ..•.••• 

4, Tlithdr4\TOll.s fron business, profession , portncrald!)s, trusts ..... 

s. Cceh receipts troa. ::ift-s , bequests, and in:rurnncc • ••..••• ••••••• 

6. Rccoipta !roa aclc of ~pitr~ ecsota •.••••..•.•••.••...•.• • .•••• 

7. r.ccoiptl.l tro:1 rop.n.ycont of loans ~.do to othore •. • . ........•. • .. 

C. Receipts !rom borroTl'ing, including dobte incurred on 
inwtrllmont purchaocs •••••••• • •••••••••• • •••.••.•••••••••••• , 

9. Cash nnd bank balances r.t bcginnina o! yol':r .. •. • •••••.••• • .••••• 

10 . Othor rocoipta,,., •. , ..... • •....• , ,., • ..... , ................... . 
--

11. Totl\1 clipnoeablc fund!! (items 1 to lOL,,. .. ............ it 

P£ductions • !lon-u.xnb1o uso oi funds 

12, Cash an4 bonY. balAnces nt end of ~·····•····················· $ 

13 . C:!ah Sitts Md cont.ributior..s •• •• •• •• ••••••••• • •.•.•••....•.•.... 

4 . Interest r.nd texcs pa14, except on O"Oil¢1'-0Ccupicd boDes ........ • 

15. Exr>c>n<liturca on tho purchnsc of c..'pital 1\Qaota .. • ............ •• • 

16. Lito inaurnnco prcml.ums , annuity, t.nd ponoion paycont .......... . 

17 • Outlllya tor repayment of debt, inel u<lins inot.oll.r.\ont dobt • .... .. 

13. Locna mo. do to others •. ...... • •• ...•.•.... • • •. · • • · • • · · · · · · · · · · • · • 

19. Other nontaxable d1aburscmonts •••••••• •• •• .•.•••••. • •••••.•••.•• --------

20. Tot.ol. deductions (1~ 12 to 19) •• •• • ••••••••••••• $ 

21, !lxpcnditurcs subject to tex (itca 11 !linus itclo 20) .... • ·""" $ 
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Exhibit '· 

Amount ot spondl.ngs tc.x and tc.x ao 11 porcont of spending, 
tor selectsd emounts o£ spondl..ng 

105 

Singl.o porson Jlsrried couplo llarricd couple 
Tot.al 1 No dopondonts 1 No doponskmts 1 T!!!! clopcndonts 

•pondings 1 Amount ot : E!toetive1 Al::ount of 1 !ffoct1vo1 A:lount of : !ttectiva 

$ 1,000 
1,200 
1,@ 
1,600 
1,800 
2,000 
2,500 
3,000 
3, 500 
4,000 
5,000 
6,000 
8,000 

10,000 
15,000 
20,000 
25,000 
50,000 

!.9.x I rate I ts.x n>to toJ< rats 

0 
00 

110 
140 
1?0 
200 
325 
450 
650 
850 

1,250 
1,850 
3,050 
4,250 
8,250 

12,250 
16,250 
41,250 

0 
6.7 
7.9 
8. 8 
9.4 

10.0 
1).0 
15 .0 
18.6 
21.2 
25 .0 
JJ.8 
)8.1 
42.5 
55-0 
61.2 
65.0 
82.5 

0 
0 
0 
0 
0 
0 

175 
250 
325 
400 
650 
900 

1,700 
2,500 
5,500 
8,500 

12,500 
32,500 

0 
0 
0 
0 
0 
0 

7.0 
8. ) 
9.) 

10. 0 
13.0 
15.0 
21.2 
25.0 
J6 .7 
42.5 
so.o 
65.0 

0 
0 
0 
0 
0 
0 
0 
0 

225 
JJO 
450 
600 

1,100 
1,750 
3,750 
6,750 
9,750 

28,750 

0 
0 
0 
0 
0 
0 
0 
0 

6.4 
7.5 
9 .0 

10.0 
1).8 
17.5 
25.0 
3).8 
3').0 
57. 5 
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bhibit 2 

Spondincrs trutl - llt.tco nnd amount of tax 

;:;xpondi turo Cumulc.tivo 
per tc.x.,blc Tr.x r:lto a tt.x per 

ocr son tnr...nbl o DOrson 

$ 0 - 1,000 S% $ so 
1,000 - 2,000 lS 200 
2,000 - 3,000 25 450 

3,000 - 5,000 40 1,250 
5,000- 10,000 60 4,250 

10 ,ooo - 25 ,ooo GO 1.6,250 
Over 25,000 100 
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JOR ~l'l. KORlliJIG IIIYSPAPDS 
ruellltY. September 1. 19hz 

1'he followin& addreu by Ral>\o1ph J, Poul , 
General CoWloe1 tor the !l'reao~ry DepertiDont , 
le oche4u1od to be broodcaot o._r the K~t~ 
Jlet.ork at 9:15 p. m., !&•torn War flm., 
Mon<1AY, .!.u.&aot 31, 1942. 

Preae Serrice 
llo . 3}-2 

Lu t J'rl.,_, 7"11 1IIAl hue heo.,..., ow.r t!Uo net""rk a o\heuulon of tiM! 

•~alled ~a..,ou-go tax pl1U1 by Ito oponaor , llr. lleazdaloy B:lo.l, !hero 
1a no do,.bt thAt the pl"n he h.,. Ad,..,.,od 1o orleinol Nl4 l"&"nlouo. the 
fre•aurr hl>o cono1dere4 It ear n.,.tl¥ r.n4 with tho creM roopect tc which 
U h ontltled, both on the aor1to r.n4 boo'"'" ot tho bleb ot.Ddln& of lh 
••thor. ht t hl\t cono1deret1on hl>o not l ed "" to the conclullon th<t the 
plon oho..ld be r.clo~ted, I abould like to o"UJne tc you tou1sbt the ronaono 
v~ tho '"'"'"rl do•• not Ull:o tho pl.,, 

Mr . Bwal propoooe to -put all to.zpcrer o on ~ eurrut br.eh by lklppiJlC 
a y-.r•o trx, Under hh pl•.D t ho t ox 11abl11t;r tor tho year 1941 Will bo 
olmply torclnn b7 the Gonruent . !he P&¥1100.11 llbloh hen boon oooada 
~riD« t hh .rear 1942 t or that rear' o tax will l111tead be t reated u current 
pay .. nto on 1942 tu Uablllt ,y, Of couroo 1942 l oeoae will not ozdlaril;r 
bo tho ouo ao 1941 lncoae , IC when W.rch 1943 ooMo around, aach taxpayer 
will rne a ret"rn tor 1942 lhowinc Wat hh octw 1942 IQA>oae wao, It 
U woo acre then the ... unt h1• .Pqllolito oonred, he wUl then par tho 
dlfforenoe In t4Xo I f 1t - • 1n taot leu, ho vUl bo entitled to a rotund. 
ADd hh retu.rn ot 1942 l ncoooe vlll alao be treAted M a t & t atlw return 
for 1943 which will deteralno hh &d.,.,oo or ourraat --to of 1943 t ax 
llablllt¥. 

:,. 2M 4eeorlp\10A I haft ,fa.et ct"Nn illuatra~•• ao.e of t~ !ream.rr1 • 

obJecUODo to the lbal plan. IA the tlrot place It h oxtre•l¥ coapllcatod, 
lach 7IAI''o tax pa.;rMnta vlll depend u.pon two returno lnotead of oae u at 
preaont, 211o taxpfl71r vlll n nt f 1lo a retllft ot ono 7"ar 'o lnoo• •sell 
vUl be the tontaUn return f or the folloviDC 7"&ro Jlo will PI¥ ~ax 
acoordln& tc tbio ret um, 11J1d t hon wh& tho '/OAr h ended lwl will heft tc 
t uo llQAlthor ret urn lhovlnc llbat hh lnco• aotuall'l wao, and ho will thon 
hAft to ,..ke a f urther pay*nt or colloot • ro tund oWJ>IndiDC on how h1o 
lnooM ..,rlod, fhe a41ooinh t ratho probl eao tor the Ooft rnaent In oolleotiJlC 
thou oddl Uon.l -p-nt o And 1n llll'k~Jl& a l..rp nwobor of retundo would be 
ney ( reAt , rnd tho o:rot o• VOilld oortttlnl¥ be ftr7 e<~ntuoln& t or 111111¥ ,,.,... 
pa,yere • 

.&Dothor obJection 1o tho tact thot tho Jwol plan, deoplto Ito label 
ao tho J>&7-s0"'7011- CO t ax pliiJ1, would oot In ! aot plt t axpa,yere cur rent 
vlth tholr tax Ua\Uit;r to \he GoftiiiMIIt. 11M¥ \allpa1"re -rl­
eonoldna'lllo noaot uatlou tJ> t heir &.IIIOial 1- ••· I ll thdr ....,, t he 
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I!Ual plM -ol11d not be a pq-ao-yoll-110 plen at all, Lot '• take \be caM 
of a oan w!lo ordinarilY lllftltoo about $3.000 a :voar,,bnt wb.o puh t hroucb. 
a aucoeootlll J\eal In ono :roar oo that be lllali:oo $10,000. 11n<\or tho IWil 
plllll ho wol11d pq on a ,3,000 lnoooo In tho year he had $10,000, and than 
In the tollowloc :rear when ha had an Income ot $3,000 "4f&ln, he wol11d ha .. 
to pay a detloienc:v on hie lut )'e&r '• tu, and than pay ourrontl:v on t ho 
baolo ot a $10,000 ineome. Rio tu 'Pfl¥11llnto to r that )'Oat' wol11d 1n tact 
o.co'd hil total !nco"" tor that :roar, and hh problem wol11d be a ..,r:v 
oorlollo 1t not 1cpooo1blo ono, !ho ll1Dl plan doeo not ill tact eoh1o,. Uo 
bulo purpooo t o put tho !nco"" tu on a current baoil; Ito oodnotho allure 
lo In t aot an llluolon. 

VhT, tb.en, h101 the IWil .Plan been oo oarneot17 ad....oed 11114 oo 
uo!duonol7 puohed tonard.l Yo ean !1114 mch of tho roaoon .non we torn 
to con older tho !l!reuur:v' o third obJection to tho ochol:IO. It 11 an 
oooonUal port ot tbo llu.al plan that one 7oar1 o tuoo be torghen. It 
io oaid that thie troato e..,r:vono aliloe; e .. r;vone 1o giftn a claan alate 
tor 1941. But lot uo oee how thlo w<u:!<o out, I ll tb.e !!rot place ooftral 
blllloao ot dollaro ot tax liablllt:v aro cancelled. !hat lo a oono""'at 
ourpriol ng W&7 to raloe tax rnenue 1o warUDO. .And what io the reoult 
of troatloc all alike! J'rom eicht7 to nlnoty percoat ot tho tupa:vero 
hon lncomeo below ,3,000, and tho)' wol114 bo tor&lftll trom a tow dollaro 
up to a maximum ot two or throe hundred dollaro oaoh. llut the wal.th)' 
man wltb. an 1noooe ot b.alt a milli on dollaro would oave a tax llablllt7 
ot more than $)5(),000. 

It 1941 wro a noroal :roar the plan would be bacl. enouc~>, but 1941 
wao not a normal :veu In eAY oen•• ot tho word. It wao a )'Oar 1o .nlch 
nur taotorleo mad& CION ohiq """ caro, CION brlal>t g~~4c&to of all kln4o, 
CIOrt II004o tor co:t...,.r uoo tlwl In eAY )'oar In our blotor;v. In41v141lalo 
made a croat deal. QOro mno7 laot )'ear tb.an the)' are apt to do nov with 
the I mpact ot raUonlo.c, czovlz>& ocarcH!eo, hlabor t uoo, and other 
ettecto of tho war. ttndor Mr. au:.I'• plan Mtch lndlvldualo ..,111d P&7 no 
tax on tholr 1941 earnU.C. at all. 2he man who cot hllce oo<>mloolono for 
plac!nc ••ar O<>ntracu In 1941 ..,111d P87 no tax at all. !he can .no profited 
by C&nll!notQrinc ao """>' cl vUian II004t ao tb.o trot fie wocl4 bear woold 
Pa:v ..., tax at all, .1.1170ne .no b.od a lazco laooco tor 1941 - and that p o 
tor thnuoan'lo, If not m1Uiono , ot people - ..,old cot a """117 tortultouo 
tax windfall, 

!b11 b.arJ\17 '"'" to bo treating nor:vono alike. I t 11 1aotoa4 tb.o 
'PIIUIOC nut nf buct benotltt to thooe who nood them loaot, an4 at a U• 
"""n we oaut bo ptt1nc .., .. ro .. nuo 1notta4 ot c lvlnc It ava;v. 

H 1o tr11.0 that t &XpoTOro vol114 koop 011 p&71oc year after )'O&r under 
t ho ,..ml plan , and the looo ot revenue vnl11d not aotuall1 appear lllltU a 
tarpa;verto !non• 4ocllnod nr lllltU he 41o4. Jut It 11 undelllabl)' true 
thot over a por!ot '>f 78aro the JDm1 plan lnvol'roo chloc ava:v a ow:> of 
b1lllono ot dollaro, and 11 vtoc U lar•l)' to tb.o waa1 \bt taxpa:vero .no 
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11004 it leaot , n 11 not ourpr1o1Jic, tbcl'tlfort~, tll&t it baa 1>oen ..,0rceUoall y 
paahe4 by tho N wllo beDAtfUe4 by oomo of 1941 ' o better tb&D uoul lllco•o. 

Vith the baoio purpoae of the Buill plan tho !'roaoury hao II01Ch oppathJ, 
It would be fine lt a aubotant1al. part of our income taz liability ooul4 
bo pat on a currant bao1o. !'ha eaoioot "'"¥ to do thio 1o to oollect tbc 
belie part of tho tax at the oourco , tbl!t 1o, to withhold it troa -·· 
aolarleo, interoot e.n4 41Yidenda. ! ho ditficulty ill the "'"¥ of p!1tt1Jic cch 
a plan into full operation bco laiD in the fact that 1t ""uld i nwh e a 
doubla paycent of tu l1ab1lit1eo ic the oue yeu, tiru the tax on laot 
,year'• inco:e, ttnd eecon4 t .be t&% on thle yefl.r'• 1DCO .. Wich 11110uld be 
vithhold at tho aouroe . The Buill plan pointe n vq by wllioh thh dif!icuUy 
cen be el1m1nnt•d. It vould make it pooaible for uo tc int roduce nov ft 

coooprehenaift oyetc11 of collectiol\ o.t the aource vh1ch voul4, in r ... t , PI" 

tho great majority ct our taxpayoro en a currant baoio, vi th the tax colloct od 
veek by VIIOk troll thoir lllcomer· ao tb.oy receive it. 

Ve haft already OQ&A'Oited to tho Senate l'inanco c ..... tttoe a plan vhoroby 
the pay...._a-yoll- «0 pr1cc1ple ""uld be P.pplied to dl oo ...,.l t"""o an4 to the 

f1rot brocket of 111.rtuea. !hio vould put ct leaot c1cbty percent of our 
tupo,yero on ~ ourront bl\o1a, But the pli\D eo llr. ll>.uol propooed 11, 1o not 
eccepiAble for the three reP.Oono vhloh I ha.., cutliMd, I t 1o a ""17 coot­

pUC<l.ted ochooe ; it vould not , in f•ot , 1"11 the tupO¥ero on n current bao1o_; 
and it 1n..,lvU forpYlJI& a year'o II!Jt li•.b111ty, vith t he cruteot benefit 
coins to thcoe of the bigeot i ncomoo. 

I t 1o "" attl'1\ot1ft idea t o pt oquaro v1tb 11nc>le ~.a; llr. ll>.uol b1-lt 
hao code creat uoe of that vord •oquare• ill &r&Uinc for b1o plan. llut n 
1o not &DOucb tO bo oquare, Iz> 001r Acer1c&:> YOC<lbulary, tho phroM 1o 
1 fa1r and oquaro•. It t o o11r deep con nett on at the 1'roaoury t hat tho 11ua1 
plan 1a not tatr aD4 oquare. 1Tnt11 1t oan be .,..de fair, .,. at the !rroaou17 
vill not take tho roopono1b1l1ty of "'oo"""l\d1nc 1t to tho Con&rooo an4 to 
the taxpayer• ot .Amerioa. 
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LevU 
Douil&ll 

HIC.Jrr 

Dr 

IDIJr: 

Dr 

HXJr: 

Dr 

l!IL1rr 

Dr 

IDWr: 

D: 

l!IL1rr 

D: 

Dr 

IIIIJ'rr 

Bello, JleiiJ'7. 

lello, Lnt 

.. 

I'• eorr7 to ~o\ber roll. 

You lla•ea't. 

.... , )1, 1,_, 
3•31 .... 

11.0 

ht I - I -.ate4 t o 1-' \llla - put tll.la quenloa 
to r oll. 

r ... 
Yoll uow we - Ule aar1Uat Ooaa1 .. 1oa lla4 u 
arrana•at wltla O.aada .... 

r ... 
•• • • 11114tr \be ur .. ot wlaloh Ule Oeoa41u all.lP­
rarda were to ~14 oertalft all.lpe tor ••· l ow 
tllat aare•at a:q~1re4, an4 till 4111nr1ta 
u4tr tllat oootraot are 10101 to Ur-iaate nrr 
ebortlr. 

Y••· 
tl:ier Ja&Ye a oapaour llP Ulere to proclaoe a'Dollt 
el&bC,- oat all.1pe. 

Yee. 

Oolll.4 •• llan Ult pea 11allt to p abta4 aA4 
DICOtl&te elloh a ooatran ler tb .. to • • •• 

lftll, Lew, wl~llt tl'f1DI to put r" ta too ••* tro1l~11, I 0011ltA1 t ban a eort ot u 
1atoi'Ml oou oa u ear1DI bow noh U -uau 
~o u4 our boW 1001 a per1o4t 

lfeU, 1t wU1 eaua4 tbl'oqb tertr-tbrll, aA4 
tllbtr-oae 'Doate, 4111Ytl'1tl bea1aD1ftl 1D 
Janurr ... • 
r .. , wt Jlld eo I - I 1U aot keep U aore tllaa 
tw•tr-tovr .....,... ' · • 
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D: ftae, aoiU'7, 1 111 cet U ott to JOll ~· o.ttel'-
aoon. · 

I!ICJr: It J Oll cet U ott w •e an4 UJ>k U 08peo1ol1 , I 
pi'Otioe not to keep 1 t 110re tllaa twentJ-tou 
laoue. 

Dl I Will 4o tllat, ae1117. 

I!ICJr: ht tlaere1 e oeYeNl. people laer e 1 14 lUe w olaow 
u to. 

D1 All r1pt, ol4 .... 

IIIIJrl low1 e tllatt WUl ~t SVelltJ-tOlll' - wo1114 SVeat7-
t ov Mvo .-.,.... •• JOllt 

Dl 

lllloJ I" I <*&7 • 

Dl 'lballk Jo•, ol4 .u. 

illlo11' I ftaallk J Oll. 

PI 
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IIMJI'I 

Operator I 

IIJIJrl 

llobtJ't , • 
Pattel'lont 

IIJIJJ'I 

PI 

IIIIJJ'I 

PI 

IIIIJJ'I 

PI 

Hl1Jr1 

P: 

IIIIJJ' I 

P I 

IDWrl 

P I 

BIIJrl 

PI 

llllo1r1 

P I 

IDWI'I 

leUo. 

IIJ'. rattel'eOD. 

lello. 

lello. 

lea.rr tal.k1q. 

Y11, 1--.rr. 

~et Jl. l,U 
•Ill p . .. 

lo1'17 we oollldD • t ba•e luoh w1 u. 7ou lwldaJ. 
' 

'Baa t • e au rtpu: •. 

Jut we 41dD1 t ban enolllb noUoe. 

You 41dD 1 t b&Ye auoh DOUoe. 

1.12 

io. Bob, 1 Juet w.Dt to tell 7011 1'• et1ll e1t­
UIII here wa1 tine for the Are7 to tell •• llov 
•• of tba t qeo111 Olll'renoJ 7011 tl&llt . 

Well, 1 ua.rnoo4 \bat Oarttr wee to &U 1n 
touoh 1'1'14&7 ••• • 

YMh. 

• ••• wi~ Bell '• ....... 

•••• an4 - u4 ora.r about teo a1l11on • • •• 

Well, ba baea1 t •• •• 

• • • • an4 1a 4enoa1aa U one tba t theJ were sola& 
to 41eos ... 

WeU, lae- up to thl'll a1n11t11 aso. ba baen't 
4one u. 
I'll set afttl' lt. 

Aa4 w'n eUll w1UIII - u4 tlaeJ'•e ben 
w.at .. - .... , w're eUU w1UIII .-4 tlaeJ1

YI 
1a-te4 1t toW." a1U1on 44llal't &II& 
wt11't tUll aUUJII lien w1t1q u4 1 41ila1 t 

L 
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J111o1r1 
( oon~. ) 

PI 

JIIIJr l 

PI 

111Jr1 

PI 

PI 

J111Jr1 

PI 

J111Jr1 

PI 

J111Jr1 

PI 

- 2-

wut - l bo .. Whell JOII Cit 4o111S to U Ulat 
rou111 le\ Oenera1 .11aeabover kDov Ula\ 1\ 
••••• ' \hat •• - wbo 411&714 u. 
I taov, I will. 

.0 lle wou 1 t be ouii1111C .. 111\ our there. 

I - I'll -.I'll set r1pt atur u. 

1.13 

l '• .. r1oue about \hat. I 4oa 1 \ wut Ilia to 
Qlillk \U. \ - \ha \ l 1 

•• 'b .. n al U1DC here bol4-
1111C up the Ara7. ' 

'fllo 11 Bell 1 I 11&1\ t 

Jill\ a aillU\e, l 111 allk. ( !aU. I ae14e ) 
'lllo 11 Bell ' • 11&1\t Ba tollel41r. 

Ba\ollel4ert 

x ... 
l\1sbt. 

le 1 1 \Ill Ull, aa4 - bll t \lleJ 1 •• been 1n oontaot 
With Ilia, but we. eUll 4oD1\ han the toraal 
or4er, u4 I \lwnapt rou1 4 like to lulow tll11 . 

tee, ree, that'• r1&bt· 

I \haM JOa. 

!!iallk JOU. Qoo4}1J I, 
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Delhered in person b7. 
>n Serte:nbe r 1, 1942 at .a.u:r.a.o 

The work of printing the C11l'l'nq 
willprobably be fi niehed on !bw•a&7, 
but l.he \V~r Department does not lm01r 
when they will need 1 t • 111 thq · 
wanl !.s to have !. t ready when the7 
aakfor it . · 

The Bureau is working a double ahllt. 
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JITO"UK b)'l ~r. Coara4 
Kr. !!&Mal ill RY DEPARTMENT 
Kr. 'lurur 
Mr. !!cl<tOD CK COMMUNICATION 
Kr. MurpbT 
Mr. llluu 

TO 

Mr. Baa · 

Subject I 

leore~~J rpnthau 

Bepte er 1'1nano1ng 

(l) Banking 1nat1tut1ona ban abaorbed 41 percent ot 
the 1noreaae in the total intereat-beer1ng deb' 
1 0 t~ th1a Je~. '!'he proportion ot the increase 
1 n th e ~bt taken bJ banklllg inetitut1on• Tar1ea 
widel.J troa quar'ar to quarter, 4epen41Ds upon 
•erioua •oial oirmaa,anoea. 

( 2) 

(J) 

Ooaeroial banka, both inaide and outeide ot lllew 
York OitJ, ~· llltelJ to take aubatantial propor­
tion• ot the leptetaber tinanoins. Inaurance oo,... 
pan1ee baTe sreatlJ depleted their oaeb reeouroee 
by aubaor1pt1ona to tbe Auguat reopening ot the 
1 ta,p1 i81ue, and probably will be out ot the 1181'­
lr.et tor the moat part during Beptetlber. 

.t.t leaat 13 b1ll1ona will ba•e to be ra1aed in the 
September tinancing, and it would •••• deeirable to 
otter two iaauea. AI nh1olea t or the financing, 
a 2-Jear, &-aonth, 1-1/4 peroant note and a 5- to 
7-J•er, 1-JA percent bond are auageated. 

'l'here ~· reaeona tor belleTins tbat the resuJ.ar 
tJP•• ot ~"' aeourit1ea ~· aore aUract1Te to 
the &Teras• in41T1aual inTeator tban the long-tera 
1 tap1 i .. ue. '!'he traditional aetbOde ot ottering 
aarlr.et aeouritiea aalr.e it TlrJ 41ttioult to appeal 
to th1a deaand ettect1'YilJ, hDwe•er · Oerta1n tech­
nical iMoTat1ona are augaeeted, therefore , wbioh 
would llalte poaa1ble the ~plication ot eome aelllng 
preuure in oonneoti on 'Ill. th the leptetlller t1nano1ng 
and clear the deolr. tor the uae ot acre intend•• 
aelling aetboda later on. 

11.7 
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secretary Korgenthau - 2 

I. Wbo I• Purohadqg the Ourrent Inareaee 
in the Publ1o J)tbtt 

118 

During the period between the beginning ot the year 
and AUguet 22 the total 1nter .. t-bear1ng pubUo debt 
1noreaeed by h1. 11- b11Uou. Ot th1e &IIOUDt, il-l ~roent 
was abeorbed by banlting inet1 tut1one -- i.e. , ooJUeroi&l 
banka and the J'eder&l R.aern Banke. 'fliJ.e ooapar .. with 
2g percent abaorbed by euoh ineti tut1cne duri.ng the pre­
ceding 9 110nihe. 

During the eaae ~r1cd, the increaee in the aarketable 
debt wae tlJ.~ b11Ucne, ct which 66 percent ••• abecrbed 
by banking 1net1tut1one. During the preceding 9 morthe, the 
1noreaee in the aarketable debt h&d been only tll-.11 b1ll1one, 
ot wbl.oh 67 percent •• abeorbed by banking 1net1 tut1cne. 

'1'he &boTe t1gur .. and aany othere are ehown 1n the 
following table and 1n the attached chart wbl.oh analyse 
the abeorpt1on ot the 1ncreaee 1n the publlc debt e1nce 
Karch Jl, 1911-1 (the OOIUlenoeaent ot the !'reaeury llurny 
ot the Ownerehlp ot Oonrnaent 8ecur1 the) I 

• 

• 

~o• • 
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aeoretar:r »orgena&u - 3 

AbeorpUon ot the Inarea" in the Publ1o Debt 
April 1, 1941 - .AIJ8Uet 22, 1942 * 

us- . 

I 'fotal Debt 
I . 

1Karketable Debt Onl:r" 
I 
I I I I 
1 

Inorea.ee • Abeorbe<l. 1 Inorea.. Abeorbed 

1 {billion• :bf banke .... {billion• 1br bank•"' 
1ot dollar•); peroent ) ;or dQllere); peroent) 

19~1 

Apr. 1 - J110e 30 2 .3 61 1 . 1 129 

Ju1;r 1 - Sept. 30 3·0 II 0.3 115 

Oot. 1 - Deo. 31 6.0 26 ~ ~ 

Apr. 1-Deo. 31 11.3 211 4.11 67 

1942 

Jan. 1- Mar. 31 3·11 15 1.0 ~ 

Apr. 1- J110e 30 11 . 9 119 6.0 72 

Ju1;r 1- Aug. 22 8 . 7 ~ 6.~ 62 

Jan. 1-Aug. 22 21.~ ~1 13.~ 66 

• Auguet 1942 tiguree are pertlJ eetiaate<l.. 

" J:xolu<l." ll&l'ketable obl1pUone he1<1. b7 Oonrnaent agen­
oiee an<l. truet tiiD<I.e; inolu<l.ee <l.epot1te1'7 bonde an<l. 
long-tera •tap1 ieeue. 

"' i.e., b7 oo-oial bank• an<l. h<l.eral a .. erTe Banke; 
exolu<l.ee ntual aartnge b&ftkl , 

• • 
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seoratary llorpntban - II-

It will be noted that the proportion ot the debt 
abeorbe4 b7 balllta 't'&r1ea w14el7 troa quarter to quarter, 
depending upon apeo1.al o1rouaata11oea, auoh aa the niiDbar 
ot tin&llo1nsa dur1Dg the quarter, the opell1ns and reopen­
ing ot the long-t~a tap 1uue, the eeaaonal 41atr1buUon 
ot eal81 ot aa't'1np bonde, and the 1naU tut1on ot new 
typn ot eeour1 Uea auoh &a tu e&'t'1nge note a. 

!he t ollocns oo .. enta with r11peot to the pr11ent 
abeorpti't'e oe.pao1t7 ot ee't'er&l olaeeee ot 1n't'eetora 
appear pertinent: 

(l) Oo .. ero1al '1:-•nh outa14• ot In Yorlt OUr 
han bean 1aportant purohaaera ot aarltet 
11eu11 ot Oo't'arnaent aaour1t1ea 4ur1ns the 
enUre per1o4 oo't'ered b7 the ohart , &114 1t 
11 a ree.ao~le upeotat1on that the7 will 
oonUnua to be eo 111 the 1-a41ata tutura . 

(2) 

( J) 

Oo-ero1&l banlta in .. w Yorlt 01 tz ware 
larpl7 out ot the aarltat tor Oonraaent 
110111'1 Uea troll J1a1 19~1 throu&ll Karoh 
19112 . 81noe the latter aonth, the7 han 
been t&1rl7 llber&l puroha11ra ot Oonrn­
lltnt eeour1 Uea, •• a r11ult ot tlb1oh th

6
e7 

ran down their exo .. a r11er't'81 troll 195 
a1ll1on1 on April l to 11711 a1ll1on• on 
.t.ucuat 19, Juat before the reoent deor•••• 
1n rea&r't'e requ1reMnt a 1n oentral reear't'e 
o1t1ea. !he raaer't'e poa1tion ot theea 
1naU tut1ona hat now bean re- 11tabl1ahed 
i n a aa&ll war b7 the deoreall 1n re~arn 
requ1raaanta , &114 tha7 probabl7 11&7 be 
oounted \!POD to aubaor1be to new 1alllal 
ot Oo't'.rnaent eeouritiea t o the l1a1t ot 
their abil1t7. 

tfauriJ!oe oo•P'"' •• eubaoribed to t762 a1l­
ona ot the .t.uguat reopenlnf ot the t&l! 

1aeue. .t.a th! tot&l oaah hO 41np ot 36 
larp uta 1nauranoa ooapanl.ll &aOilllhd to 
onl7 11176 1111ll1ona on .Tul7 31, 1 t 11 a 
reuonable upeotaUon that thl~e ooapanlea 
will be 1argel7 out ot the ~~&rltet dUring 
lapteaber • 

• 
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searetarJ' llorgentllau - 5 

(~) 

• 

Indi rt&Jala aubaar1bed to t21~ 111111ona ot 
be 2 peroant bond 1uuad 1n .Tul7 and to 
tW 111111one ot the 2 paroant bond 1aauad 
in lii&J'. .U a.llotaenh to ind1rtduala 
(1nolud1ng preferred allotsanta) probablJ' 
uounUd to about 50 peroant in both oaaea, 
bonde aotuall)' aold to 1nd1rtc!Uala uounhd 
to about flOO 111111ona tor Noh 1aaua. loa 
d1ttouaaed 1n 8aoilon III ot th1a ••orandua, 
ind1rtc!Uala are an i~rtant potential out­
let tor aarketabla OoYernaant aaouritiaa, 
but oan probabl7 be reaohed onlJ' b7 an 
intenaiYa aalllng attort. 

12:1 
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8eoretar7 Morgenthau - 6 

II. lhat I ee1.1•• 8bo1.1ld Be U•ed ror !he 
8eptiiber i'ii&Do11\if 

122 

At least $3 billione will haYe to be ra1eed l.n the 
maJor Septeaber t1nano1Jig. In order t o rahe thl.e a1101111t 
ot aone7, 1t wol.lld •••• des irable to d1Y1de the t1nano1Jig 
1nto two ieBI.Iee . !he follo'W1q table pru e nte a u11pl1Jig 
ot what oan be done at the pre .. nt tt.e in eaoh of tbl 
pr1no1pal aat1.1rit7 •eotor• of the aarket. fhe 1nd1oated 
prem1wae are, ot oo=•• , approx1aate. 

Eet1aate4 Probable 
%1814 Pr1oe 
Bae1e• 

(Peroent) 

314 percent oert1t1oate ·65 100.065 
4ue ~ l, 1943 
(7- 1 2 liOn the) 

1-l/4 peroent note 1 . 21 lOQ-3/32 
41.18 llal'oh 15, 1945 
(2 rears , 6 months) 

1- l/2 peroent note 1 . 113 10o-3/32 
dl.le December 15, 1~46 ( reopeD1Jig) 
( 4 78&r8, 3 IIODtbe 

1- 3/4 peroeDt boDd 1.70 loo-S/32 
4ue S.pt•ber 15, 1947-49 
(5 J8&rS - 7 Jea1'8 ) 

2 peroent bond 1.98 loo-4/32 
4ue Deoellber 15, 1949-51 ! reopenl.q) 
7 7eare, 3 110nthe -
9 7eare, 3 .anthe) 

2-1/4 peroent bond 2.22 lOQ-10/32 

4ue llaroh l~, 1954-57 
(11 rears , 110ntbe -
14 J8&r8, 6 110Dth8) 

• Bae ... on oloel.q b1d prioee, A\18\18t 29, 1942. 

.... • 
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aeoretar:r Morpnthau - 7 

.t.a Yth1olea tor the hptellber UDUa.I.JIC, the 2-:r .. r , 
6-aonth, 1-1/~ peroent note 811d the 5- to 7-:reu- , 1-3/~ 
peroent bond 11ate4 1n the preoe41ns table u-e augpated. 
tle1 ther of theae 1aeuee tall• 1n a .. tlll'1 t:r aeotor 111Uoh 
haa been ueed reoentl;r. !he urket tor eaoh ot them hat 
had a •rut• and ought to be good, Both 1uuu bear 
ta1rl;r low rat88 ot intere8t 811d t1 t 1n reaeonabl:r well 
with tbe 'pattern ot ratea. • 

Oona1derat1on 18 augge8ted 1n 8eotion III ot th1a 
memorandua ot oerta1n teohn1oal 1nnoYat1ona 1n the 118DD81' 
ot otter1ng aeolll'1 t1ea 1n the September 811d later t1n81lo-
1nge. It the Septeaber t1n81lo1ng 1a to be OU>rled out on 
traditional linea, howeYer, it 111gbt well oona1at ot t1.5 
bllllona eaoh ot the two 1eauea unt1oned 1n the prece41ng 
paragraph. 

'1'he tollow1ng rell&l'ka appear pertinent w1 th reepect 
t o the other 1aauea llated 1n the table: 

(1) 

(2 ) 

!he J/4peroent oert1f1oate , due next Ka:r, 
llllgbt be aubet1 tuted for e1 thor of the 
1a8uea Ju8t auggeeted. I t 18 belleYed 
preferable , howeYer, that th1a be held 
1n reeerYe tor a 1 qu1ok1e1 t1nano1ng 1n 
late September or earl:r Ootober to tide 
onr the work1ng balanot until the pro­
oeeda ot the regular Ootober f1nano1ng 
are a'1'&1labl8. Suoh an 1uue oould be 
put out on a few 4&7•' not1oe, ae 1t 1a 
aor e oloeel.J 811alogoua to a b1ll ofter1ng 
th811 to a regulazo tinano1ng. If the Ka7 
oert1t1oate -tlll'it:r1• not held 1n re­
aerYe 1n th1a ~er. 1t a1ght be ad'l'ie­
able to raue aubatant1all7 aore tbaA 
t3 billlona 1n the Septnber t1nana.1ng. 

!he 2 peroent bond Uated in the table ia 
a reopening ot an ex1at1ng 1nue. lh1le 
8uoh a reopening U b7 no uane an iapoa­
a1billt:r, it dOe• not •••• •• adrtaable 
at the pr88ent time aa tbe u .. of an en­
t1rel:r new i8eue. •rwo ~roent bonda , 
furthermore, haYe been worked' rathel!' 

• 

•• • 
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Seoretarr Morgenthau - 8 

heaYilJ or late aD4 deaer.e a • reat•. • It 
WOUld 1888 deeirable, in aDJ eYent, tO 
reur.e the uee or a 2 peroent bond tor the 
next !inanoing, partioularlJ it a aaJor 
popular appeal i e to be aade at that tiae 
aa d1eoueeed later in thie aemorandua. 

(3) The 1-1/2 per oent note 11eted in the table 
ie alao a reopening or a n exiat1ng iaaue. 
I t ehould be noted, 1n addition, that a 
1-1/2 paroent note would tit 1n better in 
a Joint offering with a 2 peroent bon\'l than 
with either a 1- 1/4 peroent note or a 1-3/4 
peroant bond, howeYer, and the iuuanoe Of 
a 2 paroent bond at the preaent u .. eaeaa 
inadYhable tor the reaeone Juet eta t ed. 

124 

(4) A 2-1/4 paroent bond would doubtleee be 
ertreaelJ popular. Ita non'"\118 at tba present 
tiae h auggl8ted on the ~de or broad polior 
ooneiderat1ona. It a 2• 1/4 peroent bond were 
ot!ered, 1 t would . be abaorbed largelr b7 ooa­
aero1al banlte. Ite higher rate would 1noreau 
the intereet burden on the publio debt, wn11e 
1ta longer aatur1tJ' would inore&u the poa­
eible atra1n on the banking ere t ea atter the 
war. Ae euob, it appear• a bad barga1.n tor 
the 'l'reaeurr, and ita uee ia not auggeated 
deepite the widespread deaand t or 1t. 

• In our opinion, thil point ..._. eu1l7 be onr-eapbaal&ed. 
It all ieeuee plaoed with tba banka are to be held with­
in a lo-rear aaturit7 range and the ooet or euob t1nan­
o1ng held to the lowest praot1oable leYel, inteneiYe uee 
auet be aade or all 11ou1'1t1ee with a ooupon rate or 2 
peroent or leee. It ia 1atereet1ng to note in th1e oon­
neot1on that bank purobane or OoYern.aent aeourit1ea in 
Great Britain are oontined alaoet entirelr to Treaeurr 
bille, Treaaurr depoa1 t reoeipte and 2-1/2 paroent; banda. 
The latter banda tall in alaoat axaot17 the eaae aatur1t7 
range aa do 2 paroant bonds 1n tbia oountrr. 

.... 
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Seoretar:r Worgenthau - 9 

III. 8uggeetod 'foohnioal InnoY&tiene 

!be net deaand depod te of al1 ••ber banlte are n­
in exoue of fiiO b1Uioao. !he 'l'aleoit7 of o1rolll.at1en 
of theee depod to ie 11oar the reoord ln. A larp pr.-
portion ot thea are held b7 illdi'l'iduale and it eooae 
reasonable to nppoeo that, it the7 oo-ad be roached, the:r 
lhollld pro'l'ide an iaportant aarkot tor Oo'l'el'lllient eeour1-
t1ee. While the eale •t Oo'l'eruaent eoour1t1oe to ind1'1'1~ 
ual holder• ot larp balanoee would net redlloo ourrent 
oonw..ption, 1t wllld halp to ohoot tho riao 1n bank de-
podte. llltoh ealee vellld, therefore, oooup:r a pea1t1on, .•. 
ae tar ae tho prebl• of oontrellin& infiat1on ie oon-
oerned, 1ntoraed1ate between ealoe ot bende te bona tide 
new aa'l'1nge and ealee te bank•. 

An atteapt hal alreadY been aade to reaoh theee tunde 
b:r aeane ot tho long-tena1taJI' i .. ue. !hie atteapt hae 
not been 'l'or,. euooe .. tul. ('fe tal ealoe to ind1'1'1duale 
uounted te onl7 $26 a1ll1one 1n ~ and t36 a11.11ona 1n 
Auguet.) It hae been euaeetod that the re¢ar tTP .. of 
aarltetable Oonraaent .. our1t1oe ait;bt rooei'l'e a bettor 
reoept.1on uoq 1nd1'1'idual innotore it a real ealoe 
lftort vae aado in th11 d1reot1011. !hie eucgeetieft 10ea1 
reasonable 1na•uoh •• tho l.arp uount et idle dlaand 
depoe1 te new bald b7 11141rtduale wllld appear to 111d1oate 
thot thoJ are aore MDOol'lled with 11(luid1t7 than with in­
oeae, It 11 :tllrther ~rted b7 tho faot that piU'Ohaeee 
b:r ind1'1'1duale of the laet tve 2 pereont bonde (about 
tlOO alll1ena per ileue) han been eubetant1all7 greater 
than their purohaeee ot the 1 taP1 .. ourit:r. 

An iDteno1'1'o .. u1ng effort dented to tull7 aar­
ltetable eoiN1'1t1ee 1n the 1.-1/4 to 2 pereent aaturit:r 
range ait;bt, therefore, pro'l'o aero truit1111 than 1t hae 
b .. n in the eaee et tho reetr1otod 1 tap1 111uo. lllloh an 
1nteni1'Yo ealee effort vollld be nr,. d1ft1olllt, hevl'l'or, 
within the fraaewrk of the preeent aethode of otfer1.q 
aarltetable Oonruaent eeour1t1 ... 

'fhe o~u.t1on of a eall1111 effort reQuil'oe oeo- · 
ddarablo t!ao, A real eal11&& Jib If tho tJ'P8 nateted 
11 , thorefere, prebabl7 1aPO•a1ble 1n a.pt•ber. I\ 1e 
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ellf!Sute4, bewe·nr, ~t oorta111 teobll1oal 111Mftt1ona a1sht­
be aado in OOJIJieot1on wUh Ulo leJit•bor ti~01111& wh1ab 
would taoil1tato -o aolllq ottort at Ulat t1ao -- aort 
or a •roooJIJI&laaanoo 1D toroo• - - an4 w&Ql4 aato Ulo aooh&D­
ioe or Gonraaont aoovlt;r ottoriJ18o aoro n1tablo tor Ulo 
~plication ot greater aaloa proaauro later on. 

!he •llf!Soato4 iJIJio.,...t1ona aro ao tollowa1 

(l) 

(2) 

!be t1nano1~~& ahoul4 bo open to bulta tor oDl;r 
two 4a;ra, but to other 1DY .. toro tor ooYoral 
4a;ro Ulo~tar. (It aholll.4 bo note4 Ulat a 
prooo4ont bee been aot tor nab aot1on b;r Ulo 
prortoao pr&otloe ot hol41nc an iano epon a 
4a;r or tw tor nboor1pt1ona ot 1IP to t 25,000 
attar tho booko ha•o bon aloae4 tor larcor 
nboor1pt1ou. ) 

!he total .. o\Ult to bo ra1oe4 b;r tho two io­
noa ohoul4 be otato4, bv.t tho proportion ot 
nab &aOWlt to bo al.lotto4 to oaab laaue 
oholll.d bo loft to the dotorainat10n ot Ulo 
aarttot. 

All aubooript1ona b;r non..ba*l.ng 111\'ootora an4 
oubaoriptlono b;r •-•ro1al banlta uP to t25,000 
oholll.d bo allotto4 1n tlll.l. 

lllboor1pt1ona b;r o ... oroial banlte 1n lareor --to than t 25,000 oholll.d bo all otto4 oo ao 
to 41Yido Uio UOWlt Of thO total r1nano1q 
not taken up b;r protorro4 .-boor1Ptieno bo­
twoon Ulo two ian .. in tho oaao proportion 
ao tho total~otto4 ftboor1ptiono tor noll 
l .. u... !h1o woul4 aaan t!l&t tho poroontago 
allo1aODte ot tllo tw 1onoo would bo oqul, 
aD4 tho total • ount ot oaoh ooour1 t;r 1ano4 
w&Qld bo 1D aooordoeOo w1UI tho protaroDAIO ot 
tho aarttot. All bank oaboor1pt1ona ot oYer 
125,000 tor 01Uier hno would, ot oourao, 
bo allotte4 at le&at t 25,000. 

It Ulo t1nano1ne woro oarr1e4 out aloac Ulo l1neo abon 
euggeato4 tho Viotor;r r.Dd Ooaai ttooo would haYo aoro t1ao 
in Whloh \o work and would bo ahlo to otter the1r ouat•era 
tira aorohaD41oo rather thaD an unoorta1n proapeot ot al­
lotaent. 'ftlo apProxla&to -O\lDt Of baJ11t nboor1pt1ono a1flbt 
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Seorotar:r llorson1ib&u - ll 

be announoe4 ao ooon ao oloHd, and wol&ld prortdo an ot­
teot 1•o .. 111ng point to tho eo.a1ttoo l&lo .. on 1D oon­
T1no1ns ~o1r pro opooto 1ib&t tho aeroh&D41oo woo t a1rl:r 
pr1ooct. '!be ballko, on their pu-t, whUo ~o:r would ha•o 
onl:r a oooon4 oall. on tho deal ao a whole, would a t loaot 
hue their oho1ee ot tho ooourit:r whioh tho:r deo1re4. 

U ohollld t1nall7 bo noted 1ib&t, whUo a plan ouoh ao 
that Juot d18oueoe4 would pora1t ~e a oro ottootho reaoboo 
1ng of non-ballk1DC 1D•ootoro , the onthuo1aot1o oooporaUon 
of ~o banko would bo an 1n41opolloable oon41 U on t or Uo 
euooeu. !hero aro two obotaoloo whioh a1~t po .. ibl J otand 
1n ~. wa:r ot thio oooporat1o11. 'ftloae aro (1) the natural .• • 

roluotanoo ot t ho banko to ' Pla:r .. oo11d tiddlo• to aon-
bonkins Ollbooriboro in tho •ttor ot allotaontl, and (2) 
the t ear ot 1n41rtdllal b&llko that tho:r wUl l o .. 4epoe1te 
•• a rooult ot l&loo t o IIOn-'ballkiag oubooriboro. lihUe 
both of thooo obotaoloo aro worth7 ot oonoideraUon, it 
1o bel ioTe4 that tho:r 01111 bo o•orooao. 

Vi~ roopoot t o tho t1rot obotaolo - tho r oluotanoo 
ot tho b&llko t o 'Pla:r oooond t144lo• -- it io probable tba t 
tho:r 11117 bo a&do to ooo rather oaoU:r that prot erontial &1-
l otaent to 11on.-b&llkinc oubooribero io iaplioit i n •n:r 
a ttoapt t o plaoo debt cnato14o of ~o ballk1DS o:rotaa. f'u!'­

thoraoro, in a441tioll to tho patriotio a otiTo of tho banko 
t or o\IPP(lrt i DC Olloh aa au.-pt, tha:r ba•o tho oonoolat1o11 
that tho proopooti•o debt iDOroaoo 1o ot ouoh a UCDi tlldo 
that thoro 0wUl bo o11ou&h tor all . 1 

'rho HOOD4 obotaolo -- tho ro1uotall0o of 1D41Y14u.al 
to looo 4epoa1to -- io -owb&t a oro 41ttiolllt to 

nona.Lo. It io trllo, ot oo11roo, that tho bonlr1ag o:rot• 
dooo aot loH dopooito ao a rooult ot aoloo ot 
ooour1t1oo to non-b&llkinc innotoro1 bllt 11141Y1cL-

u.al 11117 aad wlll l o oo depoa1to ao a rell1ll.t ot tho 
41otribut1oll ot opooitio 1oouoo. 'ftl1o io a oonooquonoo, of 
oouroo, not ot tM 111D0.atio11o ougootod hero , but ot 11117 
att•pt to Hl1 OoTornaont ooouriUoo outei do ot tho bank-
lag o:rot•. Dopoa1t looooo ao a rooult ot a porUolllar 
ioouo Will ooour olll:r ill a aillorit:r ot the banko, hOwnor, 
and in tho •aot •Jor1 t:r ot thooo tho dopooi tl oo loot 
wUl bo -ro· thaD ottoot b:r tho pnoral iaoroooo ot depoa1t o 

inoidont to tho 0spono1oll ot ballk hol41ago ot Oonruaant 
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1eour1ti... ID n• ot thia &D4 ot the f•uNl iatenat ot 
the ballkl in 11011o-11lt'lationa1'7 war tinallO as. it 11 probable 
tb.at llllh ~oeit loe111 •• voul4 ooov 1a iD41Y14ual. 1n­
•t1 tu tion• wolll4 be aooapte4 w1 th goo4 craoa. 

AI the aooperat1on of the banka 11 10 'f'1tal to the 
euoo .. • ot AliT plan tor the eale ot Go•eruent .. ov1t1ee 
oute1~ ot the bank1q •r•t .. t it hr of o011rae, •UJsute4 
tbet &n7 propoae4 •O'f'e in thu 11reo1:ion 1141 thoro~&S~Ur 
oan••ue4 v1 th the bankiq proteaaioa before be1QC plaoe4 
1n ope~Uon. 
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ABSORPTION OF THE INCREASE IN THE INTEREST-BEARING PUBLIC DEBT 
SINCE MARCH 31. 1941 

• 32 1-1-1-1-1-I-1-1-HHH H MM-t-t-t-t-t-t-t-1 •3t 
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INTI:III OI'I'ICI: COMMUNICATION 

DAT& .&uguat Jl, 1942 

TO 

P"ON 

SubJect: .trial Received to Telegram on Tax Notea 

In accordance vith your request, ve have &naly%ed 

the replies received to your telegram or August 27, re­

questing the opinione or the preeidente or the Federal 

Reserve Banke v1th reepeot to certain propoeed ohangee 

i n the present aeries or tax notes, and your letter or 

the e~e date requesting the opinion or the Board of 

Governors on this matter. 

It appears from oollllllents in the telegrams received 

from the banka that the Board or Governors wired ita 

reply to your letter to the Federal Reserve Banke. 

Mr. Sproul sent in a reply in his oapaoity aa Vice Chair­

man or t he Executive Committee or the Federal Open Market 

Committee in addition to hie reply aa President ot the 

Federal Reserve Bank of New York, stating in the former 

that the Exeout ive Committee or the Federal Open Market 

Committee 0 i a body v1tb1n the Federal Reserve Syetem 

with which Treasury bas maintained primary contact on 

Treaeury r1nanolng problema.• 

All or t he replies received approved the ohangea 

suggested in the terme of the Seriea A fax Notaa. 

The Board or Governor&, Mr. Sproul in hie oapao1ty 

aa Vice Chairman or the Executive Committee of the 

Federal Open Market Committee, and ten or ths twelve 

Federal Reserve Banke urged that the i ntereat rate on 

the Series B Tax Notu should be on a graduated acale. 

The two replies not urging auoh a ecale (those from 

the Atlanta and Cleveland banka) were the first two 

received. 

Except tor the matter or t he graduated ecale, all 

or the proposed obangea in the Series B Tax Notes were 

generally commended, except that one bank (Ban Franoiaco) 
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Secretary Morgenthau - 2 

advieed against use of the tax notee as eeourity for 
loans, feeling that the red.-pt1on feature proTided eut­
ficient liquidity, and reco .. ended that no 1ntereet be 
allowed on oaeh rede~t1ona unleu the notee had been 
held for a full year. two banke, on the other hand, 
(Minneapolie and St. Louis) espeoially commended the 
proposal to make the Series B Tax Notes eligible tor 
collateral, the Minneapolis bank suggesting that th1a 
feature be extended to the Seriee A-Botea. 

The K1nneapolh b&nJr. aleo SIJ8geeted that it might 
be desirable to limit the ealee ot the new Series B 
Tax Notes to t1oo,ooo annually per holder and issue a 
new Series 0 Note with no limitation on holdings. The 
latter eeries would have the same features ae the 
Series B Notes , exoept that i t would bear a lower grad­
uated rate or return. 

Oopiea of t he co .. unioatione eent to the Federal 
Reserve Banke and the Board of GoTernors and of the 
replies received are a•tached hereto, 

Attachment 

• 
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tw.SlJRX BPJS 

Sept . 2 Aug , 26 Aug. 19 Aug, 12 

$)50 II ~)50 I[ $350 I[ $350 I[ 

Blda tendered • .•• • •••••• 87) 892 ?12 594 

, 2<;7'/. . 2'17% .2'11% . 293% 

.312 .312 . )76 ,'J76 • • • 

. )67 . )69 , )72 .m 

$147 II $139 II $155 II $188 il 

67 106 72 99 

25 22 25 21 

In bo.lance ot 
eountry .. . , ....... .. .. lll 8) c;e 42 
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CONFIDENT/At 
1.33 

unDD ft4DI un:.a JJOnl _ !O!Aio 

eo..,.,.hoiO of _,..., oaloo to date vUla oaleo 4'1U'111,c tlao 
1- .,..b.,. of baaiMoo daT• la ~~ 11114 .r,.... 19112 

(At hou prl.,. 1Jl \boulu41 of 4oll.,.o) 

Dati 

1 

~ 
g 
7 
s 

10 
11 
12 

~~ 
15 
17 
lS 
19 
20 
21 
22 
211 
25 
26 
27 
28 
29 

lui 

$ 26,267 • 26,267 • 28,1118 • 29.539 92.~ 

}S. 765 65.0}2 52.687 115.11112 123.11 
27 ,02} 92.055 79.~ 67 ,oll6 ll5.1 
25.835 117.890 126, 98,2011 93.2 
llo .ll50 158,}111 157 .6o5 1}2,}111 100.5 
3S,lell 196.5211 201,056 1511.085 97. 7 
211,218 220,7112 2llo.97" 192.659 91.6 
111,021 261 .763 258,729 206. 523 91l.7 
~.2711 277,0:H 3211.856 236.552 85·3 

• 7211 301.761 ~·020 259. n2 81.1 
22.757 }211.518 ,122 281,7211 80. 7 
28,504 353.022 1135.929 30~,163 Sl.O 
12,830 }65,852 1167.599 33 ,}98 78.2 

111,806 llo7 ,659 505·25J jll5.1197 . so.7 
111,551 1122.209 527,1 }6s, 712 80.1 
27.756 11119.965 580,11113 ~ST,~ 77.5 
23.791 1173.~ 6o2,129 111, rs. r 
22,l:z 1195. 3 6}6,611o 1129,158 n·9 
13,2 509.189 670,075 1168,812 .o 

111,029 55(),219 703,o62 1185.~ 78.3 
19,667 569.885 722.572 510. rs.9 
25.}15 595.271 776.393 5~ . 097 76.7 

23,:R 618,~ so6,22S 5 .915 76.7 
2}. 1 6112 , 'l9.266 m:m 76.5 
18,0}1 66o,II}S s 9.209 76.0 

All tlpru .,.1 tepo1Uo vUla tu froaauror of tlao 11101 t14 Stato1 o.10 
aoaout of procoo41 of oalo1 of 1!aUo4 haUl oarlD«I boot\1. 
r1,_..1 ~aa .. beta raua4e4 to aearo1t tbouoaat ao4 will DOt 10oeoooarll7 

1'<14 to totalo, 

• .. 
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W I!ID aoru. l.t.TISS JIOE)I - QII. • 

Co-holl of .bpa\ oal•• \o dah w1\b oaleo cbarlJll ta.. 
·- _,.,. of 'llluollleu daT• la l'IJlT &104 ,,... 19112 

(.l.t 1uu prioe la \bo1lll&ll4o of 4ollaro) 

Dt.u .bpa\ l'OJlT , ..... 

1 • 1ll,ollll • 1ll,ollll • 15,121 $ 19,SJ!l ss.s$ 

l 22 ,171 36,222 ~,701 2"(,8111 118,0 

14,575 r·m 7.523 lio,811 1o6.9 

i 12,988 J o71S n.J20 58,199 12.5 

2l ,ooll .789 95.ollll 12,988 91.3 

7 2 ·~ U1, 7118 116,6113 98,~ 95. 8 

8 16, 121,176 139.390 125, 92.0 

10 26 ,805 1511.981 164,161 1)11,~ 9lo.ll 

11 9.885 1611,166 113,238 1511, 90.0 

12 15,921 180,7117 209.111 169.920 1!6.2 

~l 16,356 197.1113 2.25 .532 11!6,470 17.1; 

11, 76o 215 .903 243 ,938 201,700 11.5 

15 9.511 225,1111 261,766 225,6811 1!6.1 

17 21,6113 251;,163 2A,lll 2~,211 89.5 

11 26),900 296.JI;II 2 ,0}} 19.1 

19 . 
9.~ 17, 281,550 327.712 261 .321 115-~ 

339.951 21!0, 742 17. 
20 
21 
22 

24 

~ 
27 
21 
29 

~.525 297,075 
,026 313,101 }51,135 291.m 17.11 

9 .181 }22.912 376.396 J21 ,U IS.I 

)0,522 J5J,5oll '"'·~~~~ 
~l, so6 19·5 

~·692 367,195 llo5. 19 3 7,67.} 90·5 

,107 )83.30~ 11)8,256 }62.550 17.z 

111,932 ~1,23 1155. 7o6 37~.~ 11· 

17.328 5.563 117.}.962 ~9<!.22 17.7 

12,177 427 '7llo lo81,17J 17,117 17.6 

.U1 f l,....• .... depooUo w1\b \a.. !r...,....,. of tlul O..H-.i 1\atu oa 

aoc.,..t of pi'OOie41 of aalea of Ual te4 S\a'll aariJlll lloe4o, 
J'iprao baft lleell rou4o4 to aearaot \llo'U&a4 ae4 wU1 ao\ ....... wilT 

lool4 to totalo. 
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1 

' 5 
6 
7 
8 

10 
11 
12 

~' 15 
17 
18 
19 
20 
21 
22 
24 
25 
26 
27 
lS 
29 

Ull!ED SUDS ILt.lDOI liOIDI - Sial. r .Alii) 0 OOICIIDD 

Oo.-parhoa of -....~ oaleo \o 4&\e wUh oaleo 4v1ac t.he 
.... 111111ber of 'bllliae .. """' ill J'C&l7 U4 Jaae 1~112 

(.1.~ houe prlc; 1ll Uloaeuclo of 4ollaro) 

.t.ucut 

• 12,222 • 12,222 • 12,597 • 9.705 

16.m 28,Sl0 21,~ ~,6o1 
12, ~1. 2511 ~· 1 

,235 
12.~7 511,105 ,115 lto,009 
17,"li7 71,552 62,~1 ~.353 
13,225 811, 777 811, 3 55,SSS 
7.719 92.566 101,515 67 .~111 

111,216 1o6,7S2 1211,561 72,)66 
5,389 112,171 ~1 ,611 S2,Jl0 
8,103 120,9711 162,232 89,152 
6,11ol 127.375 176.590 95.2511 
9·7" 1~,11~ 1~1.~1 101,11611 
3.253 1 .372 205,833 108,715 

1,,1211 153.~ 221,1117 112 ,27~ 
,nil 158,~ 2)0 ,8112 119,7119 

10,1o6 168, 15 252.731 126,oliS 
8,266 176,681 262,171 1)11,o62 
6,161 112,8112 271.505 1~7.1129 
3.365 186,207 29},679 1 7,691 

10,507 1g6,~ )08,077 1U,532 
5.975 202, )16,sg} 1 • 7711 
9,271 211,9611 }31,137 170,5117 
1,)113 220,311 350.522 176,1110 
6,5}2 226.~ 365.~ 183,11~3 
5 .11511 2}2,698 311,0 192.3 s 

CONFIDENTIAl 
135 

97 ,fff. 
131,0 
127,2 
uo.o 
1111.11 
100.11 
91.1 
85.7 
79.2 
711.6 
72.1 
71.4 
61,2 
69.11 
6s,6 
66.6 
67 .II 
65.7 
63.11 

~-9 .o 
62.7 
62.9 
62.1 
61.1 

All fl,....eo are bpotl\1 wl\h \he ~eallll'er of \he 11111\14 S\at01 Oil 

acoO'CUI\ of proceab of • Ill•• of 11111\&4 1\a h• oartac• boa41. rt,...... haft bau roaa4e4 ~o ...., .. , tho...u4 u 4 wlll 110t aaconar117 

&44 ~o to~al• . 
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1 

~ 
l 
1 
s 

10 

12 

~~ 
1~ 

llailT I 

4 111.0 • 111,0 • 16.0 17·"' 
22.2 }6.2 117-:5 76.5 
14.6 50·• 61.0 ·a·' 1).0 ~·· 

A.o 1 .o 
2).0 •• 107.~ 80.9 
25.0 111.7 1)11. 1),1 
16.4 128.2 .154.1 13.2 
z6.1 1~.0 190.6 11.~ 
9.9 1 .9 205.1 10. 
15.~ 110.11 227.1 79.6 
16. 197.1 2117.9 79·5 
18,8 215.9 271.0 19.1 
9.6 225.5 217.7 711.11 

28.7 25'1.2 )19.2 79.6 
9.l 26M 332.2 79.11 

17. 211.6 35).0 79 .11 
15.5 297.1 373.6 79.5 
16,0 31).1 ~7.4 71.11 
9.9 :J2).0 5.1 77.1 

J0.5 353-5 11119.0 711.7 
1).7 367,2 462.9 79.3 
16.1 ,.,., 111111.5 79.1 
14.9 '911.2 505.0 71.9 
17.3 15.6 527.1 711·l 
12.2 1127.7 5114.2 71. 

575.0 

~· ., vuw ...... ~ -.-• 
....... l .... c'MpatJ9, 1,a.R 

u.O(a••IN&&r"'" "'* eale• ..... tar - ,...to4 
At 1& ... prloe la 11111tue ot .. llart) 

llal~ I 

• 12.1! • 11!.1! • 1·1 1~.~ 

16.6 21.1 1!1.5 1311.0 
12.11 111.3 29.6 139.5 
12.1 ~.1 115.11 119.2 
17.11 71.6 51.1 122.0 
1).2 Ill. I 61.! 12).~ 
1·' 92.6 76.3 121. 

111.1! 1o6.1 17.9 11!1.5 
5.4 112.1! 911.1 119.2 
11 .1 12.1,0 10~.1 115.1 
6.11 127.11 u .o 111,1 
9.7 1~.1 120.~ 11).11 
3·3 1 .II 11!6. 111.1 

1~.1 15).5 135. 11 UJ,O 

•• 151·~ 141.3 112.0 
10,1 1611. 151.9 110.9 .. , 176·7 161.0 109.1 
6.2 112.1 161.3 101.6 
) .II 116.2 1711.) 1o6.1 

10.5 196.7 184,1 1o6.11 
6.0 202.7 191.0 106.1 
~M 212.0 20),0 1011.11 

'·3 220.3 21).2 10)., 

'·' 21!6.1 221.11 102. 
5.9 232.7 21!8,1 102.0 

2llo.o 

~ I 

• 1!6.3 • 1!6.3 • 23.7 
:JI.I 65.0 61.1 
27.0 92.1 90·' 
25.1 llr.9 ~·~~ llo.5 158.3 .o 
31,2 196.5 203.2 
1!11.2 220.7 2)0.11 
111.0 261.1 271.5 
1~.3 277.0 m.z 
2 ·7 )01.11 132.2 
22.1 3211.5 )61.9 
28.5 353.0 ~·9 12.1 365.9 11.1 
111.1 llo7.7 1155.0 
111.6 1122.2 ~·5 27.1 1150.0 .9 
23.1 1173.1 5}11.6 
22.2 ~.9 565.7 
13.2 5(l9,2 ,., ... 
111,0 550·2 6JJ, I 
19.7 569.9 653-9 
25.11 595·3 617-5 
23·3 618.~ 711.2 
23.9 642. 7119.2 
11,0 66o.4 772.3 

115.0 

or tho 
Actual o&loo ftpreo .... 4ep0t1h wUh u.. tr...,...er of tboe llaUo4 S\a\11 oa aooout ot procoo4o of oaleo of 
11111\14 8\a\oo aa'fiaell 'bODU. lipre• boeft bee& r 011114e4 aa4 will aot MceooU'U7 e44 \ o \ o\alo. ~\a take& la\o __ , 'both u.. 4&117 \rea4 4v1Ac \be welt aa4 \ht .. a\1117 \read -~ \be .. a \IL. 

U1.~ ,..., 
101.7 
9lol 
, .II 
96.7 , .. 
911.0 
9!.6 
90.1 
19·7 
90.1 
a.ll 

"·' .,,! 
.,,1 
111.6 
:l·1 .II 

16.11 
:Z·2 .6 
16,1 
15·7 .,,, 
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rue to ftDIIP.•on 
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0 
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te tM I II -.,. at I w, tM I ..... til tM 
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llr. I. 11 • ...... tela 
llr. Blo"'ll 

Ill. El'!l 

llr. O&lru 
llr. role, 
llr • Clt.t toa 
11r. ate ..... 
llr. Gravea 
llr. lluo 
llr.lo._ 
llr.Od ..... 
..... fu1 
Ill'. lellla ......... 
Ill'. lulU-
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~31. 1942 

llr. llll;fo, 'IIIIo 1a the bee4 of Oorlla•e, et&tecl tbat the probl.a ot 
the sU.......S.the .. to IIOIIl"l -.11 llllnr for ....,....,t '1101'1< IUit4l 

thq han b&4 tiM to coawext 1Ato war indutrT· &11 11ft, Oor- m<1 

Coorperoo, ,... alreell,r 6o pe...,..t OOII'I'ertecl and 1A liz ar 111M -the _.. 
wvuld be hl.l;r caanrted. He 11&1<1 thlt plll'bope the pro'Fiaion ot SO 
.UUoa 01111011 ot the tr.al111:7'• aiber •tack to the trade 1A the nest 
.u -the WOIIld be eutticd.eat to ke.p -' fallrioatore coiDC =toll. 
tbq coald caanrt. 

llr. Iql.ebT 1Dd1catecl that the Jll"'bl• of tba -''•r tal:rie&ton 
was • ...,...., _.. ciUtioal.t. Ill c-raJ., tbq nr• aaJ;r - )0 or 
40 perceat ooanrted to wr 11Grk aDd aRI:f of the -u.er plants 1110l'e 
in DO pa.iti.• to ...... CD WU' ~re. lenr\beleea, tb .. l WU DO 

queotioa, be laid, of tl7iDC to perpe\DIW I DOD-eiiiDtl.ll 1Aclut.J7 • 
.ll.l that waa aaked ,... iDou&l> .u. ..... t o cin \11011 'IIIIo OOIIld connrt 
1Ato .... '1101'1< a oppor\uld. 1;r to do eo. 

s-tor ~ ••·sfaed the ~IDOl to tho war effort of 
keep1n& the .. hbrioatoon oporat1Jlc. 11"'11 ot til• ban trued 
people to <1o wv '1101'1< m<1 it 1e 11sent1&l that tl1q keep tbeir 
oraanil&tiCDI coiDC IIDW th. aoqll1re .... ordlra. It. would be • 
waote of real ~ to force tlleae people out of biiSiDIII nor. 

llr. B. Barnt\ei.Jl iDqld.red -t plan tbq b&4 tor ce\ti.DC '1'reanr7 
llll.Ter 1Ato the .u.....- autcet. 11r. 1111;fo 11111111\ed that 1t cooa14 be 
claae b)' -utin ....s.r or b)' a lbort ldll, a OOPT ot which he lett 

w1 th lfr. B. BlraetedD. 

11r. 'aiw a&1d that the S.oreterT'• po&1t1CC1 baa allrqe been that 
nat111nc 1A the frtu111:7'• jv1141at1.., elloul<l be claae that. would iJIPOdo 
the 1I'V effort, .u tar 11 .U.nr coae, the 1'reaiiU7 hll put all of 1t1 
tree sUTer atoc:ke 1Jito the..,. effort, Mk1Da 1t ITrfl.lbl• to 1Aclutr1-
&l planta 1lllere llll.Ter -u be IIMil tor _......_un .... pOIII 1D 
place ot COIIPII'• 11r. 'aita l4<led that- ere tz'71AI to port. .....,. """"e 

.... 
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D1 'llieion of llcnet&ry 
l!aaearch 

143 

or e1lver that i o availeble into the market. To that end ... are going to 
sell ourS coill1on ouneea or oilver ordinar.r, and we have put preuure on 
t.~e SWedes -.tdch 1IUl rea1llt iJl their selling SOO ,OOO ounees which they bed 
bHn hol ding ott the mrl<et. 

Senator Oroe n reverted to the poiJlt t hat all that was deoi red waa to 
koep thes e silver fabricat ors goi ng and to provont their ctat.re !rom dis­
integrsting durin!! t he period or pNparation tor conversion to war work. 

!.!r. llh:l.t.e poiJlted out that the problm or proper distribution of 
silver in the mari<e t as among the varicua procklcers was, ot cou ree, under .•. 
- . P. B. j1.1ris<l1ot1on. Senator Green replied be appreciated th e Treo.oury•s 
etti tude, but 'l'll.ohed to make cert&in the Treaour.r would not oppose their 
attoqpto to ge t enough allvor to keep the plant.e goi ng during the transition period . 

!.!r. 1\'hit.e euggeeted that 1t tlwy wished to pNpere a report on the e­
ploy:aent, degree of eo~ra1on1 expected con•erai m, and the tDOunt of s llnr 
needed bY tho e ll'rer tabricatoro, lw 'WOuld be &].ad to examine i t, llr. ·W!J1ta 
cOO>Cluded again that the Tro&Oilry'o poeition wae that everything ohould be 
done to lllrther t he war e.rtort and that thie applied to t he eilver ind110 try 
u "ell as to all ot the iJlclllotrioa , 

E. 11. Bomstein 
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August 31, 191.2 

Deepite the fact that I eolici ted 7our 

verr ldnd note concerniJI& -v apeoch, I nnt 

70u to know that I aa d .. ~ approciatin of 

wbat 7ou ban aaid about it. 

Sincerel7, 

~ 
Hon. Henrr llorganthau, Jr. 
Socretarr or tbo 'l'roaswy 
llaobinct,cn, D. C. 

, 
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This 1o a P""l1111nary Nport by 

cumo on t.he oubJeot. The Legal 

in!onoo •• that a final 

would be a lone projeot, •• 

lno 110uld h&Ye to be UUined, 

H.o.w. 

Ill!. IIIIITI!I 
Branch 20~ - Room 214§ 
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TREASURY DEPARTMENT 

INTO Ol'l"'CE COMMUNICATION 

TO Secretarr Vorgenthau 

152 

DATa .luguet 81, 
1942. 

"'o" Ferdinand Kuhn, Jr. 

You aeked the other d~ about Richard K. Law, the 
eon of the .Late PriM lfinieter, Bonar Law. He 1e now 
eening u Parli&lllentaey Under Seoretarr for Foreign 
itfaire, which -ana that he ie Eden'• rightband 111a11 in 
the Houae of C011110n1, but he will go much farther before 
he ie through. He is one of the ableet and moat 
courageoua of the younger political figurea in England • 

. b ,rou will eee in the attached biograpb;r froa the 
Britiah "Who'• Who", he started aa a newapaper reporter 
in thia oountrr. He firat oaae into political proainenoe 
during the Vunioh period, when he wae one of the 
Churchill group that attacked Chamberlain. Richard Law 
not onlf ehowed a good grasp of foreign affaire, but he 
had a kind of bulldog agreeeiTeneee about him which Eden 
and eome of the other• in hie group lacked. He eaw 
clearly what wae coming, and he wae not too polite 
toward• thoee who pretended not to eee. 

When Churchill came into power, Law wae :~£ointed 
Financial Under Secretary to the War Office, no 
doubt picked up a good deal of information and experience 
in llilltaey •ttere. 

Hie conatituency is the city of Hull , which baa 
been raided pretty heaTily and consistently. 

}-; /( . 
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TREASURY DEPARTMENT 

TO Secretar,r Korgenthau 

152 

....... Avguet 81, 
1942. 

"'o" Ferdinand Iuhn, Jr. 

You aaked the other d~ about Richard I. Law, the 

eon of the late Prl.Jie )Uniater, Bonar Law. He 11 now 

aerTing aa Parli ... ntary UDder Secretar,y for Foreign 

Affairs, which •eana that he ia Bden'e righthellll liWI in 

the Houae of Coa.ona, but he will go much farther before 

he ie through. He ie one of the a&leat and aoat 
courageous of the younger political figurea in England. 

~ rcu will aee in the attached biographT fro• the 
Britieh -who'• Who", he etarted aa a newapaper reporter 

in this country. He flrat a ... into political prollinenoe 

during the Kuni.oh period, whan he na one of the 
Churchill group that attacked Chamberlain. Richard Law 

not onlT ahowed a good graap of foreign affairt, but he 

had a kind of bulldog agreaaiTeneaa about hia which Bden 

and some of the other• in hie group lacked. He saw 
clearly what waa calling, and he waa not too polite 
towerda thoee who pretended not to see. 

When Churchill cUlt into power, Law wu appointed 

Financial Under Secretarf to the War Office, and no 
doubt picked up a good deal of information and experience 

in military attere. 

His conetituenoy is the city of Hull, which baa 

been raided prett1 heaTily and oonaiatentlT· 

fo/C . 
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LLW, Richard Kidston; W.P.(ConserTatiTe) S.W. Hull 
since 1931; Financial Seoretar,y, War Office, since 
1940; Member Medical Research Council since 1936; 
Member Industrial Health Reeearoh Board; 
b. Helensburgh, 27 Feb. 190!; y.s. of late Rt. Bon. 
Andrew Bonar Law and !nnie Pitcairn Robley; m. 1929, 
Mary Vi rginia, y.d. of late !. F. Nellis, Rochester, 
N. Y. ; two a. !duo.: Shrewsbury School; St. John's 
College, Oxford. TraTelled in ! sia Minor, India, 
Canada, United States, and South !merica; editorial 
staff, Mor~ Poet, 1927; New York Herald-Tribune, 
1928; Philadelphia Public Ladger, 1929. Recreations: 
sailing , walking. !ddreee: 33 Tedworth Square, 
Chelsea, S.W.S; Dolloways, Buxted, Sussex. Clubs: 
Carlton; Constitutional, Hull. 

• 
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TREASURY DEPARTMENT 

INTI! .. O~I'ICI! COMMUNICATIO N 

TD 5ecr~tary rgenthau 

!;r . -

The ' ineea Situation, 
Week endi ng Auguat 29, 1942. 

SubJect : 

SUllllllary 

1.54 

CONFIDENT IAL 

DAT0August }1, 1942 

(1) Factory employment and payrolls rose to new peak 
l evels in July. Pa yrolls continued t o rise some<rhnt more 
!"11, 1cU;t than em!)lo)'tlent , wi th the r esult thAt estimated aver-
110& weekly earnings ot f actor y workers showed a further mod­
ernt e gain. Since July l94o, f actory payrollo hr.ve increased 
106 oercent while ecpl oyccnt has ga ined }7 percent . Average 
weekly earni ngs of raotory workers rose 51 percent durir~ the 
2- year p eriod .• 

(2) Department store sales have been i m,roving recentl y, 
nl t hough in the we~k ended Au.:;ust 22 the•• were at lll 3 percent 
under the cor responding per iod of 1941, when heav;t scare buy-
1nl5 wao 1n progress . The July decline in department store 
anles was less than seasonal , and the FRB a dJuotad index of 
depnrtcent store salen consequentlY showo n ohnrp upturn i n 
th~t month. Soles by va riety stores and f ood storoa, and even 
rural r etail salsa, a.r e r unnin: noti ceabl Y hl cher than l ast 
year. 

(3) Ens1e e~~odlty pri ces in the ~Te~ate showed little 
eh~nge last week. However, near the end of the week prlcee of 
~sricultural co~od1t1ee, led by cotton and Wheat , atrengt~ened 
on the news that t he Preaident's anti-intlnt l on program con­
tOllpl ates f leXibl e rather t han ri<; id etabll1:at1on or prices. 
The SLS all-commodi ty index or wholesale prlc ee in the week 
ended Au~et 22 •~s unchanged at l te r ecent hi gh of 96 .9, 
Whi ch i s 31. 9 percent above the pre-~ar l evel ot Au_~st 1939· 

(4) ' Prices reoeived by farmers in m14-Au~at were 5·g per­
cent above mi d-July, while pr ices pa id tor s oods bought by 
t ar2er s were unchanged tor the ~ourt~ oonsacutive month. As a 
result , the index or prices received J~ed t o a new h1;h at 
107 percent or pari ty, •• eaa,ar ed with 101 percent in ol d- July. 

- - - - -
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Factory emplozment and parrolla reach new higb 

Factory employment and payrolls continued to expand in 
July , and new record high levela were reached, aooordlng to 
preli mi nary and confidential BLS data. From mid-June to mid­
July , raotory employment roae 1.~ peroant while rnotory pay­
rolla gnlned 2.4 percent. Since payrolls continued to rise at n 
more rapi d rate t han employment, estimated average weekly 
earnings of raotory workers also ehowed n further advance to a 
netr high. (See Chart l.) . 

Laat month rounded out the second full year of aarked 
expaneion in factory employment and payroll• growing out of the 
national det'enee program and war effort. During that time, 
~ployment increaaed 37 percent while payrolle rose 106 percent . 
The more rapid l ncrenee 1n payrolla hae reflected the longer 
~orking houre and higher wage rates in i ndustry eince the 
defense program got under way. As a reault , e etimated average 
~eekly earning of factory ~orkera in July were 51 percent hi~er 
thnn in July l94o. 

Despite the subatantial rise already ahown in f actory 
uorkera ' enrninga during the past 2 yeara , further golna in wage 
conoaBBiona continue to be made. Thus during the peat >~selt, 
5 u. B. Steel Corporation subeidiartea were ordered by the ~nwa 
to r niae the wages ot' some 250,000 employeeo 5n cents per hour 
re troactively to February 15. The company hnd previously 
assented to the wage increase but had contested demands for 
J•etroactlve payments. 

Retail sales improved 

The continued rise in employment and payrolls has , no doubt, 
contributed to reported improvement in retell sales recently, 
although some expanalon 1s to be expected at this tiae or the 
year due to eeaaonal rectors. Department store aalea shoved 
their fourth ooneeoutive tncreaaes in the veek ended August~22 , 
but were ati ll 3 percent under the corresponding veek ot' 19 l, 
due to the heavy volume or scare buying under vay at that time. 
(See Chart 2.) In oomment1ng on l ae t veek 1 8 trade , Dun and 
Bradstreet refer to a freer spendin~ mood and an increase in 
store attendance, with some retailers reporti ng the largest 
shopping orovda since ear~y spring. 

The 
vas lee• 

Variety and food store aalea strong 

aid-aw:oaer deollne in department etore ealea actuall7 
thAn aeaacnal , and ae a raault the FRB adJusted index o! 
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aalea tor July roae to 117 troa lo4 in the previoue aonth thua 
interrupting the decline that had been in progreae eince ' 
January. (Bee Chart 3 . ) Beaaonnlly-adJueted variety atore 
sales and rural aOiea also improved in July With the tormer 
reaching a new peak. Moreover , 1n both inetances the gain over 
year-earlier levels was noticeably greater than in department 
store sales. Thus variety store aalea were about 17 percent 
above year-earlier levels and rural retail sales were about 
6 percent higher, in contrast With a very narrow gain or only 
2 percent in department store sales. Thls suggests that 
department store so+ee should not be too closely relied upon 
as a measure or current consumer spending. 

Seasonally-adJusted ea~ea or food etores in July also 
moved higher and ran about 22 percent above year-earlier levele, 
according to confidential Department or Coaerce data. ~!ucb or 
th1e riee, however, was accounted tor by the intervening advance 
in rood pricee, which amounted to nearly 17 percent. 

Some retail salee dlviaione hard hit 

In contraet lflth the relatively strong showing or variety 
and rood etore sales, some branchee or retail trade are being 
hard hit by restrictions and shifts in consumption growing out 
ot war-time oondltions. In addition to . the heavy dent in total 
retail aalea caused by the reetriotione in aut omotive linea, 
predictions are now being heard or heo.vy declines in other lines. 
such aa furniture. Retail furniture buoineae is said to be 
lagging, and new wholesale business booked by manufacturers in 
July wae reported to be substantially under year-earlier levels. 

Although eo.lee of women 1 e clothing are strong, narked buying 
heeietency ie reported in the aen'a clothing division, due to 
the ettecte ot the dratt and recent indications or a broadening 
in olaasitioationa liabl<> tor Selective Service. 

Staple oommodltz prioee rise 

Earll last week baa1o prices marked time as co-.odlty 
markete awaited oler1t1cation ot the President's new anti­
inflation program. Following the President's etat~nt on 
Friday that the program will involve flexible atab1litat1on or 
wages and term prices rather t han the nntic1pated rigid oe111ngs, 
agricultural commodities, l ed by cotton, spurted upward. 

The riee wae reflected only slightly 1n the index or 
2S baeic oommodit1ee, since the index of 19 controlled commodities 
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re~1ned unchanged, (See Chart 4.) The index ot 9 uncontrolled 
co=mod1ti es roae to i ta level ot early August, but ia at111 
substantially below its peak ot mi d-Kay. Cotton nod rosin 
pricea advanced t o their highest levels ainoe late July. 

Wheat, rye, and oats prices increased moderately while 
barley, corn, and butter were ott. Flaxseed prices r~ss on the 
Government's pegging or the flaxseed price at $2.4o a bushel. 
Pr ices tor steers remained unchanged, While hog prices declined 
to their l evel or August 7, lntlo1enoed by renewed tall< or 
ceil ings on livestock. 

The BLS all-comcod1ty index in the week ended August 22 
r~mdined unchanged at its new high ot the previ ous week. At 
9o. 9 , the index stande 31. 9 percent above the pre-war level of 
AUI)Ust 1939. · 

Fnrm proQugt pr1ces up sharply to 107 percent ot par1ty 

Pri ces reoeived by t ermers as ot August 15 increased 
5. 6 pe1•oent t rom the levels or July 15, and stood 24. 4 percent 
hi &her than in August 1941, according to t he Department ot 
Agr iculture ' s weighted index. (See Chart~·) Prices paid by 
farmers, however, remai ned unchanged tor t e fourth consecutive 
month, thus reflect i ng the stability maintained since i ssuance 
ot the general maximW!l price r egu1at19n. 

As a reoult, the index ot prices received by termers in 
mid-August rose to 107 peroent of parity trom 101 percent in 
mid-July. Thie was t he sharpest advance since April 1941, even 
exceeding the increase last December tollowing our entry lntc 
the war. All groups except cotton and cot tonseed, grain, fruit, 
nnd dalry products averaged above parity on August 15, although 
indivi dual products in other groupe remained below parity. 

To~oco, meat ani3als, truck cropa, and dairy products 
were pr1Aari1y r es oons1ble tor the sharp upturn ln the index ot 
tara product prices in August . Prices or chi ckens and eggs 
alao advanced markedly. -orains rema1ned unohaJ1$ed. Fruita and 
cotton and cottonseed deollned. On a aeuonnlly- adJusted basis 
all major groupe ot t arm product prioea increased, although 
prioeo ot some ind1vidua1 products declined, among which were 
appl es and potatoes . 

The index ot tarm wage rates, whloh are not included in 
the index ot prices paid by farmers, l noreased 10.~ percent as 
ot July 1 trom a month earlier, and atood 26. 2 percent higher 
than on July 1, 1941. 
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An emergency order •rreezing• tlue-oured leat tobacco 
prioea hoe been issued by the OPA, etteotive today. The 
acti on wae t oken because price trends indi cat ed •grave danger• 
ot a •run-away market.• Prices are abou t 35 percent higher 
thnn those of laot eeaso~, and are at levela last reached in 
1919 . 

Prioe floor and ceili ng on 1'5 stook prices suggested 

As livestock producers seem t o be losing their tight to 
keep the Government trom placing oeilinga on l ivestock, 
press reporte indicate that a system of price support tor 
livestock as a complementary measure ia gaining f avor among 
Agriculture oftioials and livestock producers. Agi tation 
t or suoh support may be based partly on the belief held i n 
come quarters that the forthcoming reoord hog orop enteri ng 
the market this tall may depress prioea •to dAngerous lows•, 

Meanwhile , as ia shown on Cha.rt 6 the packers ' gross 
margin on pork products continues at tEe unprofi table level 
ot recent months. According to the press, paokere are 
continui ng to bid tor hogs despite the shortage in order to 
keep employees busy, as a shortage or labor i a expected as 
soon as the fall movement or hogs start e to market . Reports 
are current in the press that contusion over wholesale meat 
prioee , because of ceili ngs governing innumerable grades, has 
resulted in penetrations of ceilings nnd in effect "bl ack 
selling•, Suoh evasions have taken the aome form as evasi ons 
in ot her commodity t'lelde. For instance, meat baa been graded 
to a higher quality than normal by calli ng •good• meat •ohoi ce• 
In addi tion, new meat classitioationa have been created . A 
third evaaion reported i s the selling of prioe-oontrolled meat 
only if meat not under price ceilings also i s purchased. In 
these oases the buyer pays an exoeeelve prioe tor the un­
controlled product. 

Cotton going i nto Government loan aa >rithhold1ng 
movement deveiop• 

Even though the cotton loan rate ie not high enough to 
attract muoh ootton on the basis of current prloes, reports 
f rom the interior now indicate t hat subst antial quantities of 
cotton may go into the loan. In addition t o oot t on f armers ' 
protitnble experience wi th the Government lonn in the last two 
seasons other raotors are encouraging suoh n develoPifnt. 
A ootto~~bolding movement by Southern farmers i s being sponsored 
by Benntors Bankhead , O'Dan1el, and Tbomns of Oklahoma. In 
addition, Stnt e Agricult ural Commissioner• are supporting the 

/ 
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COP! 10. /3 

Opt4 Ng. 297 

Intol'll&tion recoi"fed up to 7 A.ll., .llot Auguat, 1942, 

MEDitRIIW!EAII. Tl>Ho or H.ll. Deatroyero alluded tile a. DAB/. area 

early on tile 29tb etert.ing a large tire. ODe or t'- wao dioabled by an &-bc&t aad 

-• tone! I.Dt.o port witb lO caaual.tieo. n. £-bc&t wu sunk by a nanl aUerott, 

anotber ot tbe dootro)'ero -.. allcJ>t.l7 daMced by air attact. 

2. AIR OPilRATI<I!S 

WESTE!l!! FRONT. 29tb. A aeetiCD o! 6pittiroo 1'l.)'1.a& at 40,600 t .. t 

over Soutbwoat EIIClLAIID sighted, but were llll&bll t.o at~~aao an eo..,. aircrott, belie~llll 

a JU 86 which waa 900 feet above them. 

)Otl\ to )lot:· Nothing ot importance to report. 

JQm. 28th to 29tb. OUr '-bero ap.iD attncted TOBRDX Harbour 

hit tin& two ohipa, Tbo raUny and lel\dinll sround at .:!:L DABA and 11. r. in tbo battb 

areo wore abo attacked. !Dooq al»ra oporoted in tile ALEXAIIDRIA uea .aiDJ.7 

londin« ~and C&UMd a..e c1uqe to p-ounded aJ.rorott. Olio wao onot down. 

29tb. OUr figbtero potrolliDc O"fOr a nanl uoit obot down tbreO 

fiCI\tara and probablJ dootroyed tbreO 110re, Anotbor •• dootroyed by A.A. tiro. 

•• 'Ill loot two ficJ>tera. 

OPTEL Ng. 298 
J!lm. ID aarly hour• or )lat onllll)' attacked on ooutl\om sector ot 

EL .ALAIII::III pooit.1on. EniiiJ ~ forward iD 2 •IJI co111111a botweeo QAR&T EL IJIADDI 

and QUAllft 1L lfllllj!TMAT. Jortbem collllll ootl.ated 140 tanka and OOU-1'11 oo~ 

70 tanka ADd~ l.f., taDU -~ ~· lo tur1bor cletoUa available. lot.IWII 

to report rr- DOI'tbem ...,tor. 
-
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~. Night 31st/let troops of 9th Auetrelian Div1-• sion in northern sector made successful raid taking one hundred Gorman 

prisonora, Ene=Y concentrations heavily boobed by R.A.P. with greet 

succeu. 

let. Ehemy columna on our southern flank, nhich had 

pushed forward on 3lat1 swung northwards towards central sector of --<- .. 
In api te or repeated al'Qilured attacks, they have aade progress 

only by skirtina our strong points'end concentrations and hove been 

held wherovor they have made direct attacks. Th head or Cl£in enell)' 

column haa ruched ALEII E.L btr~IB obout 9 miles S.S.~'I . of 3.L n:AYID, 

while tho toil ia being attacked by our troops from the south. 
A 

OPTEL tip. 302 

Information received up to 7 A.~ •• 2nd September, +942 . 

A Putch motor fishing vessel which surrendered on 31st 

to one of H.U. trawlers has arrived et HAR!LtPOOL. 

2 . JULITARX 
• RQS61A· Oeroan forces are oaklnJ some ali~ht pr ogress 

towards ST.U.II'OIIAD fror:o the south-west, In tbo western CJ.UCA&OS, 
Russian roaiatance has held up Oermon prosreos but tho Germane claim 

the oapture of ANAPA on the Black Sea Coeat, 

3. w Aes'e=o• 

even\N SuJ-•ed -u- 111 ~~u.s . L1111\tn1nga, One Spntn'c dfd not 
l at/2nd. 231 aircraft were aent to SAARBRUClZN, First re­

por ta t rom all croups indicate a highly succoaotul attock in excellent 

weather, firaa were larce and well concentrated, 4 bo.ber~ are oiss1nt 

and 2 cr uhed, 

~Bf:I. 30th/31st. Ene111 aircraft 1 ttecked our landlnt 

crounda aoutb ot .U.::UIJlRU, n.ight fichtera deatro1ed 2 end A.A. pro­

babl1 deatro1ed another. 
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31st. Dust storms restricted our operations, but es­

corted licht bombers successfully attacked oncmy concentrations in 

southern sector and road traffic noar 5101 3Ar~NI. Our fighters 

intercepted 2 escorted 

to jettison its bombs . 

dive ~om~er formations, one of which was forced 

Fighters destroyed 7 enemy aircraft includin; 

2 JU. 5'2's and 3 dive bombers and A.A. shot do11n 8 oore in the fo1!"ttlllk 

area . 3 of our fishters are oissine. 

4 , I!O!JE S~J!Illn 

1st/2nd, Some bombs drop~od ct DONCASTER caused 

damage to premises in the shopping centre and slightly affected 

util i ty services, There were also some casualties . 

/ 
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TREASURY DEPARTMENT 

INTilR OI"'''Cil COMMUNICATION 

""'"'.Luguat Sl, 1942 

TO Seoretar,r Korgenthau 

nt<>N FerdiD&Dd Iuhn. Jr. 

You •:r be iutereated in the following n:oerpt 

from the British Kiniatr;r of ID!onution'• "Hou 

Intelligence Report• t or the week ending .Luguat 17th: 

"In a number of region• appreciation of' 
U. S. troop• in Great Britain 1a reported. 
Troopa are ducribed aa • aingularl;r good 
f'ellowa,• aetting an example tor other Tiaitcra . 
In region• where troop• are atationed, re1identa 
are aiaioua to be hcapitable and are d.eTiling 
entertatn.ent tor thea. In nortbwe1tern and 
aouthwe•t region• adTerae co ... nt i • reported 
regarding colored troopa, ariaing OTer girl• 
who •walk out with them.• The oriticiam it 
directed at the girls rather than at the troopa 
thaaelna. .La a aolution the introduction of 
oolored ·~ auxiliariea ia widel;r adTooated 
aa it la felt that •repreaaiTe meaaurea' ere 
unaatiafaotor;r with • certain t;rpea of girla. ' 
.t.t the aame ti• the extre111tl;r pleaaing •nnera 
of the oolored troop• are remarked. In three 
region• there are referenoea to drunkenneaa 
dOng U. s. troopa. Coaplainta of alleged ex­
oeuin chargu bT ahopk .. pen in Northern 
Ireland hue reoentl;r been imeatigeted. !be 
onlT ~eoific oomplainta found concerned coffee 
and wh11k;r prioea.• 

']. It 0 
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