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-·-
.t.lrplu•• 

.6.1~:=: ~l!f.M~~~~~. ~.~~~~~~.~~. ~~~~~~ .... . . 
..,,, .. "nk• 

.t.rUcla oo-41QC 'rr•mrT for -tab1lU7 of 
OoYe~t boa4 .art•'- e/3/42 •.•••.•.. ••. •••.•••• 

Allt-'bUee (!re&ftr'T) 
a&cbaac& of BMJr' • Iuick for a Ca41llao not poeelble -
!bo~eon •-ran!ua- 9/2/42 •.•••••.•••.• •••••••••• 

a) Ca41llao to be ret11Z11&4 - 9/9/42: 
••• look .QH., pace 2112 

- .8 -

.8aalc of .t.aerlaa 
Olean (Qoyernor of California) an4 HMJr 41ecu•• 

iteuane• of charter at preeeot tlae- 9/4/42 .•••••• 

- c-

Clllna 
lta'bilbaUon lwl4: $1 a1111on of eterllnc fUII4& to 

be koopt to ... t current 11abill Uee: !hie eugeeUon 
fra. Brltlell aeaber of Baar4 4hcun&4 1n !re&tll%'7 

103 

cable to .t.4ler- 9/2/42......... . ..... .. ............ 118 
Ooaao41t7 Ort41t Corporation 

Balance elloet (aeeet• nov exceed 11ab111t1et) 41toueoe4 
1n lllllte Bouee-fr••llr7-A«r1culturell)orr .. pon4ence -
9/4/42 •..•. 0 ••••••• 0 ••••••• 0 ••• ••• •••••••• 0 •••••••• 0. 321. 

Oorreopon4eoce 
Mro , 7orbuell 1 o aall report- 9/4/42.................... 3211 

Cuba 
••• Ool4 

Cuotoao, .sur- of 
.t.rbitr&1'7 iAYtotlpUon of turYiYort of torp&4o&4 

Brltlell ellipo a t fppa, nor14&, 4hcua .. 4 1n Yar 

Dtpartaent corroopon4onee- 9/3/42.......... .. ...... . 201 
a) lnYeoti&ation 4ono •at roqueot of o-s• - Gatton 

etateo - 9/10/42: Jook w. 118«' 1' 

- ]I -

Jloonoalo St&bil1aat1on .t.uthorlt7 
he lllflatiOD 

lllUott , Jl&rrht 
!bank& IMJr for oono14arat1on ellovn ln connection vt\b4f 

Deuellip a t 11nhert1t7 of Jortll Carolina - 9/3/42 ••• • 19'7 
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- , -
J'1c.uc1nc, OoYern.a•.nt • 

.AcOGU tor 111CoJr0 1 adYho17 croup a t 4 01 olook, 
.. pt•ber 8, 1942. .. .. .. • • .. .. .. .. • • .. • . .. .. .. • .. . 56& 

federal &eeerro Bank preoidtGto oonoulted concerning 
cbaace• ic prooiDt oerieo of !az lotto- t/2/42 •.. 

a) u .,.,.,_ ....... .... : . ....................... . 
Oonfercce ; pr11ent: HM.Tr, lla&e, BttfalfiJI«er, llurp~. 

Yltter, Rarrleo~, Burceaa, S.l th, lpeacer, Jrowa, 
and Stewart - 9/2/42,. .................. . ........ .. 

Oovernaent »ocd Xarketa Aat rigan J&Dker concratulator,r 
article - t/3/42 ......... , ......................... . 

S.curitill and hcban,t;e c-1111on rtprlaaault4 by 
!rea111r7 tor anD<>'.mc•lllt of rt,tulaUono to Uat4 
that It interfered vith Yictorr IUAd tftortt 1D 
connection with rectnt offtr1ng of at~ Jondt - 9/3/42 .• 

Oonftrtnct with rtproeentatlvtt ot Executive Ooe=ittll 

of Qplll Xark .. Ooaittee and Ran•• in 11aah1ngton -
9/4/42 .............................................. . 

a) 3-3-year note - c1v1Dc Tictorr IUAd Co .. ittee 
ever, opportunl ty to tell and all noc-bankiDC 
pll!'chaoero an opportun1 ty of full allot11ent 
dhOUIItd 

1) Teltphono conver .. tiono with Sproul and 
lf1111ue .•••••.• ....•••.••••••.•••..•.••... 

2) Rto...,IDUtiono ot Dhoount Oorporat1011, 
DeYlne, etc •.. ......••....•.•.... . .....•... 

Oovol'lllllent IIC11!'1t1eo - recent eliADifll In pr1ott and 
yleldo: Haat ... orandum- 9/4/42 •••. •• •••••••••••••. . 

War Savin«• Bonde: . • 
Payroll llt4uct1on Plan: !!MJr and Oravtt ada1 t 

liai t ation o of prograa and adv1 .. b111ty of advocatlnc 

COWQul toa taytnct - 9/3/42 . ...................... . 
a) HMJr't propolld ttatement before Senate 

JSnance Oomalttee . . .....•••....•..••••.•••••. . 
l) ror oucctod1cc aator1al, t ee Stato•ento 

by I!IUr 
farlor, M7ron 0.: D1oouottt vith I!II.Jr ottar to vift 

ot national cha1raacth1p ot Bond and Stllllp Sal11 
Comaitttt ot Amor1can Women'• Toluntarr Servict-

9/3/42 .•••. . . ..... .••.•.• ..... .••..• ..• .•••••.••... 
Po.yroll 8av1nt;• Plan: f1rmo lliiPloriDc 100 to 499 

ptrt ont- report on- 9/4/42 .. ••• ...•••••••••••.••• 
Salto rtport - July, Aulfuot, and Sept .. btr, 1943-

9/4/42 ........................................... .. 

ford Truckt 
Ste Ltcd-Ltall 

- G -

Gold 
Cuba: Purchatt ot $15 •lllion ot cold dhcullt4 in 

corrtopondenct bttwe.., Trtat \1!'7 and Cuban Bmba117 -
9/2/42 .............................................. . 

( s .. alt o Book m. pact 100) 

II. 

Ill 
31 

186 

310,280 

268 

369 

l 

2 

1315, 138,139 

272 

2715 

114 
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- I -
Joalt PIICI 

IntlaUon 
l oo aloo IOY .. ue IOYhlODI lp .. dlac- !a& 
~onoale Stabl llaatlOil JAtborltya ~Kooutlvo Order 

Soo aloo Joolc 31 
Bo011UM ud BlUr dhau.oo proo .. t 4ratta 0 tbo 

a4a1a>lotrator oball oaly lloko ouab rooo-114at101lo 
ao he do .. o dtt lrlblt ft tho Soorotary ot the 
!'rtaoUJ7° - dhouui.,. b7 BlUr end Boo- -
91!{·~~;:·~~,~~:-~4·~~-41~~~~-~i~· · ······ 

B.o. eo.aan • . • • 0 •••••••••• • •••••••• • •••••••••••• 

1) Ro4rattt 1 and 2 ..•••• •••• ••••••.••••••. 
2) Cairlll • ..,randwo ..................... .. 

b) FDR1 o aeooaco: Tax portion ao revioed ~7 Paul 
end :Blo\14;h - 9/4/42 ......................... . 

o) Cox-loubin auorudua to Booeaiaan dhouuo4 b7 
'rrOUUrJ croup - 9/18/421 S.o Joolc m . PIICI 141 

loatin Alloriea 
Cuba: Soo Gold 

"lou.to• 

-L-

Soo Pren lelaUou, 'rreaeury Depar\alllt 
Lond- looau , tl 

United 11ng4oaa Britioh ~old and dollar balance -
aecompliohaonto o! procru rovilllod in llhitt letter 
tor Chancellor or hohequor (not .. ~t) - 9/2/42 •..• 

Kan1la-dootino4 trucko (100 Ford) tranotorrod to 
Lond-looaoo roquiruo11to tor llov Zoalalld - 9/3/-.2 .... 

(Soo aloo Joolc .li§Z, pap 255) 

• 
- M-

Military Boporto 
Jrithh oporatlono - 9/2/42, et c ..................... . 
0The Var Thio V .. lc, A.u«uot 2'1 - Soptnbor 3, 1942° -
otfi~ ot Stratocic Seroioeo roport •• • • ••• ••••• ~ .••• 

1.laorioan :lttiatn ot tho ln~~~V ' - otfico of Var 
llltoraation report- 9/4/42 ...•..•••• • •••••••••••••. 

Mors., thau, Bont7, II I 
Jrlp41or O...oral Jodsoro, Fort Bllq, lanooo, aolcod 

tor n-U•oo ot picturoo ot BlUr and BII,UI-
9/4/42 ...•.•....•..•...... 0 •••• • ••••••••••• 0 •••• 0 •• 0. 

1.., Zoalelld 
too Ltnd-loeau 

- II -• 

12'1 

143 
l'D,l.S 
149 

316 

110 

198 

120' 206, 208 

211 

306 
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- I - (CiollUau4) 

,.., ...... .....,, lw Iori<, .Alrpon 

to lie ~ .. '117 War Dlipu''-' aa4 ~....,- -
1/3/.:1 .... 0 0 ••••••• • • •• •• • • 0 ••••••••••• • 0 ••••• 0 ••• 

l h,orlo .h1Waca: l'!a1o r -.•• • \bat Ulq bo let' 
4howooe4 b7 llllr ea4 htteraoa - efl/431 
••• look az. pace aoe 

a ) J'attorooa1e aonreaae tbat U1a7 wlll aot be 
4h,vbe4 - 9/9/43: look JIO, )&CO 39 

- 0 -

Occupio4 Tarritoriee 
Ourroa~ probloa dilau.W b7 upreoutaUYol ot 

Traao\1.1')', laY7, ....,., 0114 ltah - 9/4/43 ......... . 
a ) Aceada tor aeet1ac .••••..•••••••.••••....•••• 

-,-
Prlte llelatio111, fr•IU17 lleparta.,t 

tl..auUior1ae4 ltorho (not cleare4 throuch lchwara): 
llllr warne ocotnot- 9/4/43 ••••.•••••.•.•• • ••..••. 

a ) llllr acoin •Ill:• otatt t o lie on w tch -
efll/431 llaok .11§1., pace 84 

J'ubliait7 (Troaour7) 
leo Preoo llelationo, 'l'raaoU%7 Departaant 

-II -

IIOYOOUI ieYiliOD 
Tor llllr'o otatea .. t , '" ltat•.,t• b7 llllr 
lp .. 41Ac. fax: 

. J'aul otat ... t bator• s ... t. 71n .. ce co .. ittee in 
J&ooutlYO l010i011 • 9/4/43••••••••••••••••••••••• 

Wahl> ( l .. tor, llaa~oetto) otat-t on plOD ••• 
Prooo o ..... t OD plaa- 9/4/42 ••..••••••••••••••••• 
7Dl0o DOIO&&O I fu por UOD a o rmoe4 b7 J'au.l 0114 

lloucn - 9/4/42 .••••.•.••...•..•••.••.••. • .••••.• 
Con-er.pendiAC - Pri...., aoaorandua - 9/6/42: 

1oo11: az, ,.,. 36 
Ooacreoolonal a tt1tu4e roporte4 lllltaYorablo '117 

Oaorc• - 9/7/42: .Book az, Poe• ae 
a) Letter which wo aot oeat to Oeorc• • 

4 ~ook .G§Z, P&&• 40 
b) Oaotoc letter (aot oeat) to Oaor&el 

.Book w. ,.,. 'Ze6 

• 

look .... 

106 

lM? 
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1-lllH u4 aaoluu>p o-ielloa 
IH ftuaolq, Go•ana•t 

lllHr 
co .. rer•o• .... ,,_ upr•••t aU••• or frMIVJ, Var 

Pro4uatloD loar4 , u4 X.\ale a.''"' Oorporatloa -

'1!{·~~~1i1~-~~-&-~iii~-~~~~~-~~·~;~i~· 
ellHr 4leou.ue4 . 

b) froaeur,r l et t er to Var ProduotlOD Board -
9/ll/42: ••• Book aa.. Pee• 1a:a 

ltat .. &Dte bJ BMJr 
l or Mterlal lll preoe4lq 'booke, ue lln&Aply, 

Qayerue\ u4 ln•ut t:yteigp 
luate l1A&Dce Caa!HH ~••UAC 1D kecuthe lullOD): 

A44ltloDal t u: .. tbro\1111 a ep•4lnc• t u: wlob. will 
euppl ..... t proo&Dt PaTr011 De4uotlOD P1aD or war 
la•lac• Bonde procr• abocate4 

a ) BMJr and OraYee a4Jilt llaltatioDe or 
procraa and a4Tiea'b111tJ or abooatlq 
COJOpiiJ.aor, eaTillc• - 9/2/42. ••••••.•.....•. , 

1) BMJr' • propou cl etat••t before 
Senate l 1A&Dce Coaaltt••· ·············· 

'b) Drane 2 . .. .. oo• oo • • oo oo• ....... . ........ .. . 

1) Dlecua .. cl 'bJ BMJr , Paul, OaotoD, lubD, · 
Stewart, Baae, Whl te, OraTe I, ud 
Blouch - 9/2/42 ................. oo oo oo. 

o) Dratt 3, 00 00 .. .. . 00 ... ........ . ......... 00 • • 

d) lae41Dg cop;r. oo ••• 00 .................. 00 ... . 

1) Ooplee eeDt to all &tate Adaln1otratore 
or War laYl.Dga ' statf •.....•..••••.•...• 

2) Cop1eo to rDB, Wall a ce, etc .•••.•...•.. . 
a) AcknovleclgaODte . ... •• ....•...... . . 

e ) Pl!.blle Stat .. ent - 9/6/421 Book JIAZ, p-.;o 1 

• 

- Pap 

108 

1 

2 
10,61 

72 
87 

161,163 

162 
168 
182 

Regraded Unclassified



Septea'ber 2, 1N2 

During the Meting laat llight, I aattd Barola Grana 
to go into Jfra. nota'• rooa with 1111 aa I wentad to han a 
quiet talk u to whether or not we should gin up that part 
of the •olateer War Bolld procna whioh hal to do wlth p~ 
roll deduotion. 

11 

I atarted the di1ouasion bf sa,lng, •aaroldi I cot 
a - toclq ahowlng that onl7 about 1,600,000 to ,600,000 
wortera in approxillll.tel7 14,000 oonoel'lll are harlng 101 
deduoted troa their pa,. I• that oorreott• Be aald, y,,,• 
I •~41• •Aren't fOil haYln& a great deal of dittioult, gettiag 
the IJIWt of the worlalen 1i thh oolllltl'f up to 1~,.&114 he 
aaid, •y .. ,• I aaid, .. ith the oonatutq inoreuing -t 
we ha•• to pa7 out tor the war isn't it a taot that Ullder 
the 'IOlllllteer plen we hann •t teen able to keep up wlth itt• 
aDd he a aid, •y ... • · 

I the aaid, -.ould fOU objeot 'lel'f lllloh lt we abudoned 
the Yolunteer plen ud go into either oo.pulsor,r sa'fin&• or 
poet-war oreditt• He said, •1o, I he•• no objeotloJll. I 

went fOU to 'be sure to get a good nap tor what f01l are 
up. I aaid, •u I ou c•t $4,000,000 000 ot non-

nee t able, non-intereat bearinc aeouritles through th1• 
tax on apendiDa whioh would be retadable, len't that a prett7 
tood awapt• ana he said, •Jee, lt ia.• 

I aaid, •BaroldJ I want to tell 7GD now that nobod7 
oould ha'te done 1D:f IIOl't than ;rou han done on thb, aDd l 
appreoiate enoNOualfwhat.s; han done. • I ea1d1 •rurther­
IIOre, during thie Jear the eaeUl'f hu 'been praotloallJ the 
onl7 ag'!!i that hu done hing to build up the ohlllen 
110rale , that ;rou oen nner IIIIUUN in dollar•. • (hoane 
en ... red 1111 b:r e~, •you han .)een 110re than tba to 1111 

all throup thia thing. • 

Jaturalb, I felt 'lll'J W17 about haYing to ute 
tbie deoleloa, bat I felt the tlllll had oaae \n•.-voh u I 
prcahecl both the P1'11ident aDd Congreu that 1t we d141l't 
ute cood I would be the first to sa, eo, aDd I think 1t 1e 

up to 1111 to do eo now. 

• ••••••••• • 
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( 
lOri: !Ide ••onaJida .. d1ctatecl Oil tile clictaplu•• 
bJ •• Sell'lt&r7 at 8:8) a. •· thil •valll(, Sept. 2. 

aen..rt .. .._ 
....UM114 ..... 

lleoretal')' .. I'Riftttlall 

llept ' •••• 

' 4otn« t h ll ..... .._ lll o!'dlr tlo ,., thle 4Nft ,.. .. ,, an4 pt 

aOMbo4,. Ute 11ftlb 11114 rrs.-.. to be1p tt~ea. Al•, 'bltore 1 

ue lt 1'4 lUte '-lb Vlllter hwut M4 .rue ftMI' to '"lt. 

I'll be ..._.,. tor Ute 1a1' 1Mlt a\ til nnt 4Ntt t ctatelJ 

•tter luMil. It po11t'b1e, 1'4 ltb to baft tt before 1.-a te 

~- U to Walter Geoagw. I ruu Utat that wo-14 be ft!'7 bl1ptlal. 

Regraded Unclassified



IIIJr: 

•• 
!DUra 

HlloJI' I 

•• 

HlloJJ'I 

1'1 

HlloJJ'I 

•• 
BlUr I 

1'1 

BlUr I 

PI 

*'·· 1'1 

•• Uo. 

r ... 
ftal• h laJadolpb •• 111 • 

.. ...,. •rc•11t11au. 

I 1a wUil le~~~ator Chol'l•• ... 

I Mil. 

'-Pt hr a, lN 
lOaU a.a • 

•••• aaa4 WI 1Ye '111111 4110UidJIC tile llltuaUOII, aa4 
tile pai'Uoulal' po1nt I Nlle4 JOU a"-t at tile 
••eaat •• tbat lle u Ue4 •P ter 1••· ••• 

I ... 

3 

.. . . aaa4 lle doeu 1 t Jt•w llow " aet llol4 et tile 
people tllat .... ,.,._ " .... llla, 11114 lle 1110114al'e4 
1t lle oo1114 ooae 6lnnl after tile laeal'1q 11114 '" 
JOU aHilt f1YI 0 1 olooJt , 

WoU, all 1'1pt, let'• loa.,. u tM.t war tlltll • 
At t1Ye o 1 oloGitf 

We'll M tilere tllea at tho o'oloolt. 

ftat1 • all 1'1pt. 

All nallt. 

lllo14olltallf, I 1 oro oloare4 U w1 til tile Pl'o~14ellt. 

Oil, ... u. 

Regraded Unclassified



IIIUra ,, 
lall'l 

P1 

-·-
leU. 

a , tlae. I'U Hl1 -. .._ ..... , • . 

n•• •'•leek. 
ou,. 

• 
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IDiofl'l 

C1u4e 
WUUI'41 

IDiofl'l 

•• 
IDiofl'l 

•• 
IDiofl'l 

•• 
IIIUI'I 

•• 
IDiofl'l 

•• .., ... 

•• 
.., ... 
•• • 

IIIII' I 

•• 
IDiofra 

•• 

I.UO. 

T .. , laiU'f • 

ror TOIII' OWD .... OalT •• • • ... " 
hi' TOV - ooatl4ell'la117· 

Ola, T .. , l t•' 1, • 

... , ..... 2, 1,..2. 
1012, •••• 

6 

l feel C(1ll to noo111't1Co4 at tor Hollie tiM '"el4o••· •• • 

Ill a.la. 

•••• tile' - l thillk lt.o1 I pi .. to UnoD to TOll 

tell••• aa4 1l1toD to ~ p1aa- lt.e11o • ••• 

To1 • 

Ill' l UlliiJt tbat t!MH11 - l - Gal, l WIIJt ~ro1 1 

a 75 pol' OOftt obs=te . tlt.a' he Will CO all Oil' lloDdq 

lllck'· 
Ia lllua'' aa4e up lall a1114 Tett 

llo, l 1814 a 75 p ... ooftt ebluloo • 

To1. · 

Ill' tba''• oft!T tor TOll. ror Go41 o eako, tlo~'' 
,011 IUIJ'llo4J elMo 

l ••• , • 

ht l tlaolllb' 1 14 lt.o1p TOll la ~ou tlpt. 

(l.a..PI) Woll, tllaK1 •UT •ell. 

Regraded Unclassified



111111'1 

•• 
Jlllo7J' I 

•• 
!Dill' I 

•• 

- I-

.. , x ...... , ..,.~ ........... 
I-· 
%Mia. 

Won, t!laato tor oall111f • 

~-

%01l "'· 

6 

Regraded Unclassified



IDI.Jrl 

Operawra 

III&Jra 

Operator a 

III&Jrl 

Opera tori 

· 111Ur1 

Oper ator I 

.. 
Operawr: 

IIICJrl 

Operator I 

IIICJrl 

Judge 
Roi&DMAI 

.. u •. 
l•qe ••e- 1• la a oollt•reaoe aow. 

Oil. Well, he lett wor4 ll• waat•4 to oall •e. 

t .. , I kaow, ... DOW 111 ...... .,. he'• pae law 
a oollt•r•aoe. 

W•ll, t•ll the• t o ••n4 a Dot• 1D. 

All r1Cht. 

tell til• w •ea4 a aot• la, plea ... 

Bello. 

Judge ao .. -.. 
B•llo. 

Go uea4. 

~lo, hello. 

10156 a .•. 

;:;, 

• 

Regraded Unclassified



lU 

ID&o11'1 

R1 

111Ur1 

R1 

IIMJr l ., 
lllc.Trl 

Rl 

ID&o1r1 

R1 

111Ur1 

R1 

Hl&Jr1 

Jh 

J111Jr1 

f 

- 2 .. 

.. ,, '" Wqo, t1r1t of all, I .,., .. lllb1114 u& 
AU .. aa4 I 'hlu ;ro• -41 q1lltl a dlat. I th1llt 
l:l11 I pre\t;r well OOP1JIOe4. 

Ol:l, wD4ortlll. 

8 

I\ .., oauc• ... o.• w ....... 1D, aa4 (!) 1t 
:ro•' ro ,.1111 to lN ap ~re, :r••' 4 boner \11 propar .. 
ooae uae or o\l:llr •• co o'l'er Wo tax pont,a of 1 '· ' . 
Well, ' 1 1 4 llko Co 'l'll'J llllol:l, • 

I doll 1 t lr.llow whe\llor ;roll' 11 lle14 Paul ap \llere or 
DOt, Rt:. • •. 

Well- well, I- I .... 

, • , .Ill Ul - hi oa{4 it 1 I \GO lODI IIOW aa4, l:lo ...S\1 
\0 AU aboll' U IIDorall;r. Wall, JOil lr.llOif l:lo 11\1 
1oe1 llllel'ai O'I'Or-ell l•llff 0.' Ml 4111111'11 W1\ll 
..u.• :roll toUowo are 4o1q. 

low tb.J:1 11a1 \ a llr1bl, 111t But 11 11 OOl'll Uao a\ 
11ehk1ll ,. ..... 

• ' 
(LaiiCIJI) Yeah, w1ll - well' l'a aore 1a•arol\ .. 1a 
'JsY 1ollaa 1D •14:r Laaarr, J 11 toll ;roa Oat. 

(Lai!IIU) ... , ... 
• 0 

Yaah. (La..Pi t OU7. 

J •a' DO' U';r11ll \ o bllUol' JOil wUh OOl'll, 11et 

0 
Y aa:h, ~111, .J llopl - J Jlopl JOil al'lo 

Well, IIOW lot1 o lea•o 11 °\hll .11&11 11' \harl11 AIIJ 
qballfo ;roll111 let ae lr.llow, aatbl J. ~lll4 pu\ 1D ~ 
'" ' b1 •• acalllt 

Yaah, ;roal:l. 

hoa•11 I - I wu 11' \l:ll Prell<l.on\ oolll4 '" W• 
lNI:l1114 IU,a • ••• 

Well, Ula\ - I Wu - I \l:llu lllo •••• 
~ 

Go4, I- l alao••• ••• 
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I have co111e before JOU todq in r .. ponae to JOur 

standing inrl tatlon and in tulfillMnt of rq promise 

to co111e up here at &DJ tllle when I aa nrioual7 concerned 

as to the state of the nation's finances. 

When I appeared before this Ca.mlttee on Jul7 23rd, 

I expressed mf strong conviction that the revenue bill 

then before you was inadequate to meet the Government's 

needs for additional wartime revenue. Since then, the 

obTioua ·need for new revenue and new sources of revenue 

.haa grown far greater. Our original minimum recollllllendatlon 

of $8.7 billion of additional taxes now appears not onlJ 

inadequate, fro• the revenue standpoint, but insufficient 

to give ua the aahguarda we need against inflation. 

~ 
!cccrdinglJ, I han come here todaJ to propose additional 

taxes which will inorease Treaaur1 receipts out of current 

Regraded Unclassified
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income by an .. ount tar in exceaa of the freasur7's pre-

vious recommendations, and will in addition -xerciee a 

strong restraining influence on conaumer spending and 

' therefore furnish an effective weapo~ for ooabatting 

inflationary increases in prices. 

MT primarr recommendation is tor a new !ora of tax, 

a tax on spending. The tax would be divided into two 

parts. The first part, which might be called the normal 
• 

spendinga tax, would apply to all who spend for consumption 

goods more than $500 a year tor a single person, $1,000 

a year tor a man and wile without dependents, and $250 a 

year additional for each minor dependent. This tax would 

be at the rate of ten percent -- not upon incomes, for 

incomes by themselves do not lead to inflation -- but upon 

actual expenditures on goods and services, and it would be 

Regraded Unclassified
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c011pletel7 repa,rable after the war. For each taxpa,rer 

there would be established a post-war credit, without inter-

eat, for the entire amount of the tax paid. Thus this 

leVf, in form a tax, would be in effect a compulaor1 

saving provision affecting all 'consumers whose expenditures 

exceeded a minimum subsistence level. 

The second part of the proposal is for taxation at 

ateepl7 progressive rates for persona spending over $1,000 

for an individual, $2,000 for a married couple, and $500 

for each mino~ dependent. The rates would be designed not 

prlmarilT for revenue but for restricting expenditures and 

inducing true aarlng. For this purpose, the taxpayer would 

deduct expenditures for debt reparment, purchases of War 

• 
Bonds and other forms of investment which are in th~selves 

fora. of saving and which should be encouraged in ever1 war. 
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In addition to this prill&17 proposal I should like 

to recommend a further reduction of exemptions from the 

income tax to the level of $500 for a si~le person, $1,000 

for a married taxpayer, and $250 for each dependent. These 

reductions are directly linked to our whole program tor 

taxation designed to check inflation and to prevent a 

further rise in the cost of living. Together with the 

spending tax they would broaden the tax base so aa to 

include $65,000,000,000 of individual incomes, or about 

two-thirds of all the consumer income in the country. 

' 
The details of these proposal will be outlined to 

you b7 Kzl. Paul and the members of hie staff. We at the 

Treasur7 have been discussing them together, and Kr• Paul 

and his aaaiatanta will be speaking for me completely • 

• 

1.3 
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I should like to comment on only two aspects of these 

new P'Oposals before I lean the floor to Kr· Paul. One 

concerns their relation to the War Bond program. I have 

remarked that the proposed normal spendings tax of ten 

percent, with full repayment after the war, ia in effect 

a compulsory savings plan. We foresee that it will probably 

reduce in many individual instances the amounts which workers 
I 

can afford to set aside for War Bonds under voluntary pay-

roll deduction plana, but the proposal is intended to 

supplement and not to supplant the voluntary purchase prograa. 

It is our belief that the voluntary War Bond program 

has p~oduced and will continue to produce a great contri-

bution to the nation's war effort, not measured by the 

amount of funds raised. This is due almost whollT to the 

unselfish service that hundreds of thousands of men and 

• Regraded Unclassified
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women throughout the countrr han ginn to it. It has en­

listed the patriotic support of working people, of the 

leaders of their unions, of great industrialists , of bankera , 

of e ditora and publishers, of the motion picture and radio 

indue tries, including their a tar P' rforaera as well as their 

executives -- in f att, of representatives 6f all groups of 

the American people in all walks of life. 

The7 have responded as individuals and as 

and their work has been tremendoual1 effective in selling 

more than $8 billion worth of Bonde since MA1 l, 1941, to 

about 25 million individuals. More than that, it has 

helped to arouse the people of the countr1 to see clearl1 

the crisis that confronts ua, and particularlf to cut 

down their spending and to save so that their fighting men 

mAf have enough. Reliable eatiaates b7 two Goiernment 
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agenciea ahow that the rate of aaTing of the whole countr,r 

has doub~ed in the past 7ear. I belLeTe that the Toluntar,r 

War Savinge program haa greatl7 contributed to that result. 

It will, of course, be continued. 

The results , however, have been uneven, especiall7 1n 

the so-called parroll savings plan under which 20 aillion 

working men and wDmen are alread7 authorising their 

emplo7era to deduct a plrtion of their pa7 for the rsgul ar 

purohase of War Bonds. The emplo7ees of aome companies 

have made enviable records , setting aside far more than ten 

percent of their pay; great GoTerDII.ent departaenta, includiq 

the Treaaur7, can show almost 100 percent of their peraae­

nel deducting over t en percent of the entire department's 

parroll; but other groups han not done neUII7 as well. 
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In theee cirouaat&DOee, I feel that the ependings tax 

is necessary as a suppleaent to the War Savings prograa, 

designed not onl7 to add eubetantiallT to current 

Treasury receipts but to have a powerful effect in 

restricting spending. The rates at higher levels of 

apending are especially designed to cut into luxury 

spending and other expenditures for consumer gooda that 

are not positively essential to the .immediate well-being 

of the individual and the famil7. 

is I suggested a few momenta ago, the danger we 

face is not produced directly b7 the rising national 

income. The evil we .ust control is the sp~nding of 

that inooae in wa71 that compete with war production 

and drive prices upward. Our effort, therefore, must 

be to attack spending directlJ and at ita root, not 
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onl1 b1 withdrawiug apeudillg power froa the 1nc11Y1clual 

but b1 imposing what ia in effeot a penalt1 on unneoe••aJ'T 

spending. 

• 

• 
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!a the rate of war production .ounta, the national 

inco .. aounta and the funds available for coneuaer 

apending are 1ncreaa1ng day by day while the aupplJ 

of goods is dwindling. We must adjust bUfing to the 

goods actually being produced to meet the de .. nd. The 

reason for this lies as much 1n the Government fiscal 

f iel d as in the field of t he prices which consumers pay. 

With all the amounts we have recommended for new taxes, 

including these present recommendations, there is still 

a great gap to be closed to meet our fiscal ne~ds. We 

must borrow very large additional sums. Our problem -­

Df proble~ -- is to borrow these amounts in such a way 

that they will not contribute to inflation. Inflationary 

pressure ia created by ooneumer de-and exceeding the 

supply of goods available. We are seeking in this 

proposal before you to attack the problea at the •eat 

~9 

• 
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of potential difficult,r and to attaok it draatioallJ. 

It is generally conceded by those with whoa I haTe 

talked that the approach through price regulation, rationing 

and other devices to control supply is not enough. I think 

we shall be doing very much leas than our full duty if 

we do not deal with the probleM effectively in the fiscal 

field. What I have ~resented is a method -- and the beat 

method we have been able to devise - - for accomplishing 

this result. 
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ApD4a tor 8eoraw.r:r '• A41'1aor:r Group 

I. !'raaaur:r B1.11a 

A. Jbould the "•kl:r i .. ue ot 
billa be inoraaaad to ·~ 
ailllona OOIIJilanoinf w1 th the 
Septaabar 16 iaaue 

II. fax Iota a 

A. Jbould the ob&A&e• in tax 
DOtea llated in the attaohed 
talagr .. be a4optedf 

B. Jbould the rate ot inter .. t on 
tax notaa be tlat or graduated! 
It graduated, what ahollld be 
the gra4uationaf 

III. 8eptelllber J'1nano1ng 

A. What iuuea ahould be eaplo;red 
tor tbe t1nano1118! 

B. llhollld the &110\ID t to be aougbt 
b:r eaob iuue be .. t 1n adYanoe 
or 4eterain.d b;r the proportion 
ot 1Ubaoript,1ona! 

0. lbollld allbaoript1ona troa DOn­
bank1118 lllbaor1bera be allotted 
in tull! 

D. llbould the 1111ue be open tor a 
longer Ulllll tban uaual! U 10, 
al:iould 1 t ba opan to banlte tor 
the tull parlodf 
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TREASURY DEPARTMENT 

a.cre\ar7 llor,_ U... 

O.orce llaftlac'Oa ~ • 

DAft hp\•Mr I, lHI. 

Ia replT to 7'1'1U' reqaeet, \here tollo.,. a -7 ot \aloploou &a4 hlecnPil 
C-'11e&Uou troa tile ,....lou Dlatrht Cloalra• aa4 lucn&Un ~re ot tile 
VlotorT l'wl4 Co•Hteea, repl'<\l"C 7'1'1U' vln ot Mpat 1'7. 

I . Boatoa. Acree tll&t tile aeiJ'e&&Uoa ot the two tuoUoaa '1101114 M 
clealrollla. (Telepboae froa Mr. Stulllla, luouUn llaaapr. ) 

II. In Tort. lUll hol \11&\ U.. flo torT I'IUic1 Coat \\M allnld. ll&ft 
fllll reepoa.alll1lH7 t or tile aale ot J 0114 G :ao.Aa * c1o ut ooa­
al4or tile prea..,, ar...,....,.at alU..r b\raoh or .U.O n \lle 
ceaaral ooatuloa. (TelOIJ'M froa Jlr, lproal &a4 \alop!ooao f r• 
Maaara. Spftal aa4 Pqeoa, Aaahtaa\ llua\ln lluaclar.) 

III. ~h1lt4elpll1a. lxpraaaecl aa opialoa faftrl"C U.. aecre&&Uoa. 
Telepboaa froa Meaara. Wllliaaa OD4 Boa4ere, lzeoaUTe Jl&aacer,) 

IY. Olnelal¥1 , llr. lleal"C llallena U.. cloohloa 4ealra'ble, while 
Mr. lfacBala, heoatlTe Maucer , fMla tile boialoa .. ..,. tartur 
clarifi caUoa. (Tel epboao calla.) 

V, lllolllop4. llr • .lahnoa, ~aa.,..u.,. lfaaacer, ..,. tlleir Uatriot 
wa ••' 1IP priaarllT \o aell J &a4 G Boa4a &a4 lleli.,..a tile c1 .. 
oialoa vlll reqlllre clruUc> o~>aace• 1a \heir or..,.loaUaa ••'•· 
(Telepllou, ) 

n. Atlyta. • co.uat. 

VII, 9h1qyo. Look vi\11 faftr oa tile d.eolatoa , altbolap ll&n U.. 119,.... 
aioa tile State ~ala\ratora an ,.. la faTor of tile aeeraeatloa 
Moaaaa U..7 ll&n, vltbn.t u coepUaa, rec>ol,.. ooae14ora'ble llelp 
fraa tile Vloh1'7 I'IUic1 o-lthoa, Bellon •- ....Uora cn:pkv­
Uoa allnlcl M ant \o or&&alaatloa. (talaeraa• t .... Inac aa4 
J'attoa, lluathe lfaa&pr , aa4 telop!ooao froa Mr. Pattoa.) 

lUI. fl. I.nl•· CoaOIU' la tile boioloa, 'llolt fHl a uifora ""Uoo olloalcl 
11• eoat to Vlc>torT I'IUic1 or&&alu.Uoa, (Teleeraaa aa4 tol.,llolle f r• 
Mr. Dana.) · 

ll, fiM'FPlla , J'uora'ol;r cllepuecl wwrt tile olarifloaUoa arr..,...at. 
1'eleplloao froa llr. Loa4oa, lzeoa\1,.. JCaucer.) 
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el1CIIIl4 'lie ••• w • ..,u .. uoa. (M...._ tw. ....... IU'Mn uA 

l-•· ..._,h ....... r.) 
ni. ht !:::e!••· ftlo 41evtot W M\ ozw-in4 ,...UoalarlT w­

obt \lie War lan.,_ lUff la till IIIlo ot • uA • '-111 \'llerefore 

4oo111• will baft IUUo otfH\. (MIIplooao ,...,. llr. Clftalcea. llu­

u ... ~.) 

Regraded Unclassified



••n• Ni ;,. 

AFTIR IIIC ••• Wl'llt -··-- !&II 'Y - I~ tift 
~ ,.,..., lllllliililllfi M I. .. TM -ICIPATI. _,., PilL 

lltAT ntr •c1a1• 11 _, ib'PIIil fl IICIII\' ,_ 1!-~ I 

Qalll CaAffl ................. ~ 

, Regraded Unclassified



• .JG,.. • .. - . _ ... ,. 

~OIIGE IS! I If I •• -- 'N M ._,. 

T1l! CIICWITMCIII&fl!l IT ...... ... ,. 'N -

_.._" TO !ACH IXICiiflft SRI I* Ul I J . ... A Llnll 

CH ,_. COtl.l KD ...... "cr.f ,_ oe-1 f 1 ... 

:.urt• .. IICIIITMY'I ... ?W'alti!l Pll ~ 1111-411 F 

~--~ ., .. ~···- ., ;1·~~ 
DJIUIMTI .. UGC ••. H lllllY M T I~ .... 

• .:: Ci&; . I'EMIIPI 

• 

• 

Regraded Unclassified



. . 
· ~ AU8 28 PM 1; 03 

AE~ERENCE YOIHI WIRE TODAY COIICERNI.IIO FUT\Itf ACTIYitiE8 YICTOitY FUIID 

ITTEEI, I UIIGEJnl.Y REquEIT THAT ACTICMe !E JIEFEIIAO WITH REII'£CT T()oo• 

AEIIIOVM. OF F Atm G BetCDS FltOIII F IEUI OF ACT I Y tTY OF THESE CO.ITTEE8 

PEtmiNG COIIRREIICE BETIEEN Y~ AIG lll8T111CT. CHAI-N. 

IZATION TMIS DISTRICT HAS !EEN FORIID 011 BASIS OF .•• _, 

IYITY COVERING F Allll G BOIIDI Allll EXCEI'T Felt IIIEIIIOfiOt.ITAN 

THE FAR GAR GREATER PART OF THE WOIIIC OF OUR COIIIITTEEI· 

IN THAT FIELD. SIIISTMTIM.LY M.L BAMCS IN THIS :DISTRICT ARE 

BY tei!ERBttiP ON CO.ITTEES Allll FIIIEST POSSIBLE 

IRIT BEING EVIDENCED BY ALL. Sf'LEIIDill COOPERATION EXISTS 

ALL STATE AJIMINISTitATORS OF WAlt SAYINGS STAff , M.L OF 

HAVE EXPR£SIIO EIITMU81AITIC APPIIOVM. OF ASSISTANCE BEING 

!RENDERED. IIIEETING OF PRE81211TS OF f'DERM. RESERVE BAMCS NOW . - . 
SCHEDULED FOR IE~It 25-26 WHEN COIFEREt;IC£ OF THE Kltm SUGGESTED 

COil.]) BE ~1ftPL IATTEit 18 OF CiREATt8T IIPOitTAIICE BOTH TO TREAIUitY 

olii:"''' 1~ Nti&T,foN 80 FAR AI THI 18l118TRICT 

IS ep~E~ 
LEEDY PRESIIJ(NT FRB OF IWCIASCITY 

T 
~ 
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YOUR WIRE TODAY. APPRECIATE :DIFFICULTIII :DIYIDD OPUATI .. 11M 

INGS STA~·F .AND ViCTORY -~t!ND c~fftni 'fjf tiLE IERIESFla- G -

SAVIIIIGS BONDS , BUT DO NOT ntl• TilliE .IFFICULTIES WILL 

RESOLVED BY IUII'E.ION OF .101111' EFFOitTI IN THII FIELD. PROBLEMS OF 

IDED AUTMOttiTY WITM RESPECT TO f'ERIOIIIEl. AI liiiTIIIGUIIHED 

KINDS OF SECUitiTIES .WILL STILL EXIIT TO 

IIIIEifT OF TIIEA8UitY'8 SEU.IIG ~FFOIITo 110 CO~fJDATICMIS OF U PAST 

ICY OR PRACTI. ~BE f'EMITTD TO M:CIIFLIIH THIS IIUUI.T • . . 
REIEW IIY RECc.IEIIDATIOif, llfEII!FOIIE, lliAT EFFECTIVE AIID WOIKABI.£ 

IliON 18 Olt.Y TO BE FOUIID IF SEJtiEI E WM IAYIIGI BOIIDS ARE 

IN ONE CATEGORY UNII[R WAR IAVIIGI STAFF 

ALL OTHER SECUR ITIES IN ANOTHER CATEGORY UNII[R VICTORY 

COIIIol I TTEES. TMESE ME TWO SEPARATE SELL I IG .Hill, EACH ONE 

IG ENOUGH TO OCCUPY THE TilliE AND ENERGY OF YOUR 'TWO 

COIIIoi iTTEES, AND :DISTIIICT EIIOUGM TO EII'LOY , 

CONFUIIOM OR liUPI..ICATION OF EFFORT, 
• . DIFFERENT KINDS OF SELLIIG ~GANIZATIOIIo 

MOVE IN THE OTMER :DIRECTION - 11011 8£al 
liE TO BE A STEP BACkWARD 

SPROUL~ 

• 

Regraded Unclassified



H82 l1t. 211-1, 

HENRY IIORGEIITHAU 

fW TREAS 

29 

11M2 u 211 ,... '5 03 

YINC YOUR TELEGRAM THIS DATE FEEl. IT11011GLY IT IOIU) BE .ISTAK£ 

NOTIFY VICTORY FUND COMMITTEE OR REGIOKAL COMMITEEES WITHOUT 

AND SATISFACTORY EXPUIIATION OF IEAIOII8 FOR IIEVERIAL OF 

ICY. SO FAR -AS I ICIIOW MO FTUCTIOII WHATEYER EXISTS AT ~EIENT 

liE BETIEEII VICTORY FUICD COMMITTEES AlGI THE STATE WAlt SAVIIIGS 

ADM IN ISTRATORI AJG) T'MIIR STAFFS Ill THIS DISTRICT. ON CONTRARY 

ADMINISTATORS ASSURE US-- COOP£RATIYE EFFORT OF VICTORY 

COMMITTEES HAS HELI"EJ) cREATLY IN F ~ G VOLI,IIIE. HOP£ YOU 

SUI'PU RIADIXI RESERVE BA11C8 WITH IIOR£ COWLETE STATEMENT 

TREASURY POLICY AJG) REASONS FOR CHANGE IN otmER THAT liE MAY . 
KNOW ltOif TO INSTRUCT COMMITTEES AND Pl.AII COtltSE ,OR l"tl .,. 

CHESTER C DAVIS, ~1., ' 
• 

FEJJ[RAI.. RESERVE BAI« OF ITLOUrt • 

• 
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YING YOUR TtLEGRMI AUIOUIIT 28 TMI. THAT THE ACTIVITIU eF BOTH THE 

FUIGI COIIIIITTEE AICD "THE WAR SAVI ... STAFF~ B£ CLARIFIED. 

~GGEIIT, HOWEVER, THAT ACTIVITIES OF BOTH GROUPS B£ CONTINUED ALONG 
• • fRESEifT LINES UIITIL PRESillEifTS OF VARIOUS FEDERAL RESERVE BANKS HAVE AW 

TO FULLY DISCUU IIIATTER WITH YOU. f'R£S illEifT8 ARE Pl.AMIING . . 
IN WASHINGTON ON SEPTEimER 28 AT WHICH TilliE THE PROf'OID 

IFICATION Coti.D BE CotllllJERED. IF THAT S~STION IS.8ATI8fAc:TOIY 

YOU, PLEASE ADVISE; OTHERWISE WILL IIOTin IIIEIIIER8 OF VICTORY FUD 

IN THIS DISTRICT THAT THE CO.ITTEE M SUCH WILL NOT BE 

TO COIICERN t\TirLF AFTER SEPTEIIIER 1 WITH THE SALE OF WAR 
W• "' I NG8 BONDI , .,. ' A '" 

~~I •• 

- NOICD ····=-
•GJI.Bflu ' - . 
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·5·G4.i!WA:SH GlC6T CGO 29-1120 

HEMRY MOIGENTHAU, JR 

OF THE TREAitiiY 

, 

-. 
• 

. ' 
~UU6 29 Pill ~ 4 ~ 

4 
~· 

TH FURTHHER REF!RENC£ TO Y. WIRE REGoUIIt• flrMit"" Y-tJJ')RY ·~ 

31 

ACTIVITY IN SALE OF F AIO G 'BOtm8, I 'BEL~Y! ~!t' 
COIIIITTEES COUUl DO EFFECTIVE WOIIt( IF lHEt JIERE GIVEN OPPORT· 

lTV TO WORK COffTIIIUCKI8LY ON TAX NOTES IN IUGG[STED REVISED FOIIM 

YOUNG. 
_ MO'TI!:D 

•. "'"-1011 
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· .. 392'11 . 

AETEL AUGUST 2T TAX NOTE c:tWIGEI. Al'fltlOV£· atll!l 'A CHANGEll. IIICREASE 

C'IF LI.IT TO FIYE 1'MOUIAIID DCII UU ~ TEAl AI'I'EAII IIPECIAU.Y liEIIIIABI.E 

IN VIEW OF IIUCH HEAYIER IDCXX IIIDIYIJIUAL I~ TAX LIABILITY Ill 

PENDING TAX LEGISLATION. ~VE Ad' WELCOME SERIES' B SUGGESTED 

OIANGES AS BEl~ IN RIGHT iliiECTIOII~· IaAlE II tArt IIECEUARY 

UNDER PREatNT IIARICET CONDITIO.. 'IF1 IT is MTICIPATO THAT COIIPOIItATIMil . . 

ILL BUY NOTES ON MOitnl.Y BASIS IN TME AMOUIIT Of THEIR CURREIIT IIET 

INCOME THE NoTES IOU BE TURD OY!I ON AVERAGE OF ABOUT OIIE YEAR 

QUARTEIII.Y TAX :DATES Alii CBE4tUEIITLY 8EYEII 011 EICIIT CENTll I"ER 

PER ONE HUIORElll liOt.LAII 110tU APPEAR TO PUT RATE .ORE IN LINE 

IIIIIIX Pt!ESEIIT IIARICET FOR OIIE YEAR 8ECUIITIEa. l IF lATE WAS 

INCREASfll, HOWVER, IT ~ API"EAAI ADVISABLE TO REDI;IC£ T~ 

_,,liNT Of III'TEREIT ~A\]) IF REliEEI!ID FOI CAIN BETIIIEEII SIX MOIITHI 

ti£af881H TO PLDGE IIOTES AI COt.U~ SHOUlJ) DO 

TO STIIRILATE SUI UI"ECIALLY AM011G IIULL£1t CORI'OIIATIONS BECAUSE 

C'IF UNCERTAINTIES REGAIOIIIIG CASM IIEfJIS Ill THESE TillES. PROYISIOII . . 
FOR CASH REliEtlf>TIOII WITH I.-EST WCMi.D atO TO Et.I.IIIATE AllY 

CIIJECTION TO INCREASIIIG JIA~(TY TO THIIEE YEAII. 8111C( AGIIEEIIIG 

ON ABOVE A!_"OSITIOII Of THrS BAlik, liE HAYE RECEIYD. COPIES Of 

TELEGRMII OF BOARD AIID EXECUTIYE COJIIIIIIITTEE Of OPEII IIAIIJCET CCIIUTTEE 

CXIIIEJfTIIG Uf'OII P'ROf'Oio CM-.11;£1 IEIIT YOU AUG 21. B£LIEVE IIITROJII!CTION T 

OF A QIOUATE]) SCALE Of RATES 011 TAX IIOTES IOIAJI GREAT\.Y BROAJEII IWIKET 

FOR THO Ill THIS DISTRICT AND VICTORY FUIID a..IITTEE IIOOLD WELCOME 

Of'P'ORTUIIITY TO PROMOTE Will[ ])IITR IBUTIOII~ 

DAY 18. 
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YIIIIG ~ WIRE AUG 2T CC*C£1tNIIIG TAX NO'Rt BELIEVE 

IIOPOII!JI ~~ mrY DESIRML£. AGIIU WITH '8UGGE~TIOIIS IN 

BOARD OF GOVERNORS TO YOU AUG 28 RELATI\'1 MOttE 

fTRA~l:IVF AND GIIAJMJATED SCALE OF RATI!S FOR lf:IUEII B 

PAJIDOCIC. 

33 

• 
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S.pteaber 2. 19t2 
•slO p.a. 

FI RANCI HG 

Present: Kr. Haas 
Kr. "Heffelfiager 
Kr.Kurpey 
Kr. Viner 
Kr. Rarrhon 
Kr. Burgess 
Kr. Sllith 
Kr. Spencer 
Kr. Bro1111 
Kr. Stewart 

H.K.JR: Who is the mouthpiece? 

KR. HARRISON: llr. lturpey, I think. 

~. llll'RPHY: I aa the aeoreta17, Kr . Chairman. 
I marel7 recorded these decisions. 

On the first point it was the unanimous opinion 
of the group that the bill iaaue should be increased 
to four hundred llilliona on Septeaber 15. 

On the aatter of the tax notes -it was the 
opinion of the group, md I believe ueo unaniacua,_ 
that the ! note should be increased to five thousand 
dollars and should mature in three 7eare. 

On the B note it was the opinion of the group 
jhat the rate should be increased to seTenty-two 
"lundredths percent; that the matu.ri ty should be 
increased to three years; and that the notes should 
be allowable as collateral. The group was opposed 
to gracluatiag the rate on the notes md was opposed 
to pa7ing interest on the notes tendered for any 
purpose other than the actuu payaent of taxes • 

• 
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With r .. pect to the Septober tb.uoiq, tilt 

group belieYed that the finuciug should con1i1t of 
u approxt..te].y two-J'e&l' and u approxiut •lT 
!o111'-1ear note, priced in accorduce w1 th tU rate 
pattern; that the proportion ahould be two billion 
aollara tor the aho rter note and one li llion dollar• 

!or the longer note . 

H.)(. JR: One billion !or the ahorter'l 

JIR. KURPHY: Two billion tor the aborter, and 

one billion !or the louger. 1llotaent in full 1hould 

be ginn to IUbacribers up to twentT-!in thouaand 
dollar s and to all non-banking aubscribera; but such 

subscribers reoeiYing allotaant in full should be 

required to hold the notu aht1 da111 - thi • t o be 
supported b7 an appropriate aanotion, auch •• dtl&TSd 

delini'J'• 
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The group .felt that the rell&inder o! the aub­
acriptiona not taken bJ euch full allotment should 

be allotted to banking aubecripti oua ; and that it 
perchance either note waa oYersubacribed b7 non-banking 

subeorlbers and parties eubecribiug 1.\) to twent7-five 

thoueand dollars, that the allot-ton banking aub­
sorlptions over twent,- five thousand dollar• would be 

zero. 

H.M. JR: I! it were overeubacrlbed, would it be 

prorated down? 

MR. JIJRPHY: Mo. The allotaent i n full would 

be guaranteed. 

MR. VINER: To preaene the right to clou the 

books before, I think that was the euggestion - to 

get control on that. 

MR. MURPHY: The contemplatlCil was that the 

iuue would be Open IOilewhat longer than two d&TI• 
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H.U. JR: Is that the a torr? 

MR. IIURPHI: Yea, Mr. S.oret&rJ. 

MR. STEWART: And deliured w1 th mora olearneaa 
than waa the cue durl.o.g the dlscuaaion, I might •&7· 
(Laughter) 

H.W.JR: It is very nice to have several houra 

as a filte r. 

liR. HARRISOO: There was some little compromising 
here and there, rou know. 

H.W.JR: Have 70u gentlemen been in contact with 
the Fed? 

MR. HARRlSCJf: Yea. 
' 

B.W.JR: Did the,- gil'e 70u lunch? 

KR. SUITB: The,- invited us for lunch the next 

time. 

MR. HARRIOON: That was our fault. I called 
five minutes to one and got Ransom, who waa at lunch 
at tba time, and arranged an appoint11111nt for two­
fifteen. We were there al1110at an hour with them. 

B.M. JR: Who financed the lunch todaj'? 

Wl. IWUIISOO: I think \lilelter Stewart financed 
much of it; 

YR. STEWART: To be col-ted out of higbballa 
before these bankers get awa7. (Laqghter) 

Wl . IIARRl OON : I think it is fair to ear that 
aa a reeult of our •etio.g with the Board, !he Board 
i taelt put up a prett,- strong arg-nt for the 
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certificates, May certitlcatee, rather thaD t wo 

iuuee of notes. 
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One point waa that it w'~ an opportunity to 
fill out thia quarterly cycli"'of certitlcatee; that 

if you delayed auch longer in putting out a lfq 

certificate it would become eo short that you would 

have to reduce the rate too low to make it attracti ve 

or to become competitive with the billa . 

H.K.JR: Were you aen at all iapreeeed with 

the fact that they want to we this thing short 

so they can alee it a bond iaaue in October? 

IIR. BURGESS: Yea. We diacuaaed that bond 

issue proposition at eo• length thi a 110rning, and 

I think we all have the feeling that veey considerable 

efforts need to be taken to sell aore bonds outside 

the banking ayatem aoi that the Victol'1 Fund COIIIIittee 

and others ought to be geared up to do that job. 

Now, we recognize that it ia going to be hard 

to do the job October 1 in the style that it ought 

to be done; but a decision probably ought to be 

reached on that pretty promptl7 because it takes a 

month to get the wheels aoving and get the liete 

ready, and eo on. While there i e a conflict with 

the date of the CoEunity Chest drive, I think aoat 

of ua felt 70u ought to go ahead on October 1 and 

have a bond ieeue. It cannot be the all-out one 

that we would like to have, but we will do the beat 

we can. 

Make it a two-percent bond or a t wo and a 

quarter. We do not think that the four-year note 

would interfere with that, and it would tend to 

distribute this financing a little more outside the 

banks than the certificate and ehort note would. 

KR. SJilTB: The Board, in suggesting the 11.1.Y 1 

certificate, urged the fact that you need to till 
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that place now or face a short certificate. I was 
in tavor of that because of the desire to have some­
thing open of a ahort-tena nature that would be easy 
to finance in October. I do not agree with 'lilat Dr. 
Burgeu has aa1d about the preparation for a c1111paign 
because I do not believe that 70u can prepare for any 
campaign in thirt7 da7s. I think the c~~~paign in 
October must be a uager effort and will take sixt,­
days or ninet,- days to malce proper preparation ; 111d 
of course during the a011th of October there will be 
about four hundred co-uni t7 fund drives for a total 
quota of about a hundred million dollars . 

H.)(. JR: You are a COIIIIIIUDl. t7 Cheat fellow, 
aren't 7ou? (Laughter) You are the head of it, 
aren't 7ou, for the country? 

IIR. SMITH: No, I am not the head of it. 

H.lol. JR: Just the brains? 

IIR. SKITH: Well, over the an power of the 
country. 

38 

H.K.JR: He doesn't deny it, gentlemen. (Laughter ) 

KR. HARRIOOlf : Hot ,et. (Laughter) 

KR.~TH: Just on the que sticn of man power 
during October, because the other lellcwa will have 
to do the work • 

H.)(. JR: He doesn't deny it. What do you mow 
about that? (Laughter) 

I don't mow. I am for doing everything that 
is humanl7 possible to get ever,y dollar we can get 
out of people outai de of the banks· but I don't know 
about this getting five or six biliion dollars in a 
110nth, and so forth. The thinf that I am afraid of 
ia 70u work up all thl• enthua a• and then 7ou go 
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into aort of a oala afterward 11111 let do.a, and then 
you ba ve ~o hit thea again the following aonth. I 
don't know about the aaount of energr. One aqa 
thirty daya, the other aaya sixty dqa, to get ready 
for it. lhen you do it, and let ' s say it is auocess­
ful; then you aldp a 110nth and you are right back 
again. 

MR. SMITH: That ia what ia wad of ua. 

39 

H.K.JR: I would just as aoon do it every manth. 

MR. SKI'l'H: When I said sixty dqs or ninety 
days, it is because we have not set up the organization 
that ia neceaaary to do that work. Once you get it set 
up you can keep it going. 

H.K.JR: Let 1118 aak you fellowa, the bank 
presidents - you happen to be grouped there together -
how I am going to go to your cuatomers, the fellows 
that han a lot, depending upon the community, fr0111 
twenty-five thousand dollars up to a million dollars -
Kr. Brown mentioned a man who waa sitting there with 
that money who, for reasona in hi a om mind, does not 
want to do anything about it. Now, how am I going 
to get that fellow to lend it to the Government? 

MR. SPENCER: Theae Victory Fund Comaittee 
fellows han got to go ri~t up against him. I was 
talkiDJt to a fellow the other daf, and he sqs, "The 
last tf~~e I had to subscribe to a hundred thousand. 
Nobody has told Ill! I had to aubscribe to anything 
yet." 

H.li.JR: You 11111an in the laat war? 

liR. SPENCER: lea. 
H.li . JR: Let me aak you tbia . Is it a Victory 

Fund fellow or is it the head of the i nstitution? 
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Let's get iersonal and take your own institution. 
Let's aay a fel ow has a hundred thouaand, and you 
know who it ie and you can naae him. There is thi a 
fellow. Now, who ia the man who ahould approach hia? 
Ia it you, eoaebody from your board of directors, or 
an outside aaleeaan? 

MR. SPENCER: It ia all goi ng to depend upon who 
he ie. Our investment bond fellowa have their lists. 
They are the fellows that ban sold aecuri ties to 
the great majority of the people with money. To be 
aure, we ban got money an our books that the invest­
IUnt fellow does not know anything about. Now, it 
is going to be up to ua to handle that. I don •t doubt 
but what we are going to make some people a little 
bit mad in going after them, but I think it has got 
to be done. 

H.K. JR : You haven't answered mf question. 

MR. SPENCER: It will be either myself or one 
of my officers, who know that account, who is going 
to go after him. 

H.W.JR: That is what I think. Now, let's be a 
little bit more - let's be frank with each other. 
Mow, let's say that you say, "ill right, I am 
willing to do that", with ~result--

MR. SPENCER: That somebody gets ud. 

H.K.JR: No. The deposita in your bank for 
one month go off two, three, four, or five percent. 
That would be a lot, would.n •t it'! 

MR. SPENCER: Yea. 

H.K.JR: But I mean, say, from one to five 
percent . Now, are you and your board of directors -
I am. just talking to you because you happen to be 
in my line of naion -I 111an you as a man and yru 
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_ being connected w1 th the .blerioan Bankers, do you 
think the temper of tbt .blel'ioan bankel'8 hu arrind 

to that point tbt t the presidents o t theae inati tu­
tions al'8 wllling to go to these fe.llowa'l 

lit. SPElfCER: .l nry large peroentage. 

H.ll. JR: Now, the savings banks have done it, 
and thq hew loa t depoai ta ateadllY. They have done 
it through selling war bonda. But let's be frank, 
the national banks ba'lll not . 

liR. SMITH: .Absolutely, Mr. Secretary. 

etl.)(. JR: It you have, you have kept it a dark 

secret. 

liR. SMITH: What is necessary to disclose that 
tact, except that •• have sold in our little shop 
in E bonda ten thousand separate bonda? 

H,)(, JR: That ia not 'llha t I am talking about. 

liR, SKJ:TH: Well, we aold--

H.ll. JR: Have your deposita gone o:U? 

liR. SMITH a Our savings deposita ba ve. 

H.K. JR: wtll, the total? 

liR. Slim: No, because •e are a co-rcial 
bank. The i.Ddividual deposits have. 

H.K.JR: Have they? 

liR. SMI'IH: The corporate depoai t s. 

H.)(.JR: Tom, I aa not conscious - mqbe it is 

because nobodf has explained it. )(aybe the mutual 

• 
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savings banks have done a better job in explaining 
wba t the7 have done . We are talking - I aa DOt 
conscious of the fact . It fOU w111t , I will look 
at this fellow here. 

MR. BURGESS: Our aavinga depos1 te are off. 

H.ll.JR: lil right, now,I!a not conscious of 
the fact that the presidents of the national banks 
or the heads of the boards of di rectors hue yet 
arrived at that point tb,at the7 are willing to, if 
JI&Ceeaar:Y, to get eo111e of their very beet depoei tore 
..- at them because the7 aa7 to them, "Look, Jllll, 
you have a hundred thoue111d dollars; b7 goeh, ,au 
have got to pq ten percent of it this tiae and bur 
Govern~~ent securities and do ten percent a mnth. • 

l!R, SlllTH: That is because you have not been 
inforaed correctl7. Now, bow do you know that the 
savings banks have? I just wonder how that information 
gets in here . 

H.M. JR: Well , ver:1 simple. The7 have had one 
of their men 11!. th us cons tantl7, 111d Henr7 Bruere 
happens to have been here ,esterday. The7 have one 
of their men 111. th us all the t11111 . He is ri~ht here 
i n Washington with us , a me.n b7 the IIAllle of Sparks . 

MR. SUITH: Take the Vlctol'f Fund Committees 
all over the count1'7, take our district in St. Louis--

liR. EDWARDS: WI-. Secretary, those savings banks 
did not tell you the whole stor7. Their deposits 
have been going off for five years. 

H.M. JR: Not in New York. . 
1m . EDWARDS: ~~ are le sa. The depoai ts of 

the mutual savings b s have been declining for 
five 7ears . 
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Now, as to what the national banks are dohg, 
ot course I bne been in touch wi tb a good JU!VOf 
thea, trying to help fOU as IIUCh as I could in this 
work up here . It fOU will pardon a personal 
illustrat ion, 70u take our bank; we ban die­
continued paying interest on an7 savings deposita . 
above a thousand dollars. we onl7 paf one percent 
on that first thousand dollars . We have ad need 
all savings depoaitors to put that aone7 into 
defense bonds, and during the last sixteen aonths 
we h&ve sold in the neighborhood of nine million 
dollars of Government securities to the public , 
F 'a and G' s and other market aecuri ti ea. During 
that aame period we bought tor our own account sewn 
milli on; ao we ba •e at least aold the public aore 
than we have bad to bUT. 

H.M. JR: But that man .llr. Brown mentioned to 
me a couple of months ago - is I. t all right to tell 
this storf? 

MR. BKJWN: Certainl7. 

H.K. JR: He didn 't tell me the name. I didn't 
want to know his n1111e. It was soae individual who 
had a couple of million dollars in his bank, as I 
reaember it , wasn't it? 

liR. BID'Rf: Yes. 

H.K.JR: And that an juat didn't wan t to invest 
I. t, dl. dn' t want to do an,th!.ng. And there he baa one 
man with a couple of million dollars in that bank. 
Now, what are we going to do with a fellow like t hat? 

MR. BROWN: For one thing 70u ought to han 
available in tha •rket a aupfl7 ot one, t wo, and 
three-year Governaent obligat one. It doea not •ke 
&111 difference l.n the over-all picture whether be 
bu,rs them out of a new is sue 'llhich fOU are going to 
put out next aonth or whether he bUfs on the •rlcet 
bonds or notes that will suit hie requireMnta. 
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Now, ;you han to get up 110re preuure on the 
part of the co-wUtJ. It il not onl7 tbl queati011 
on the part of the bank presidents. It is the Victor, 
Fund Co.aittaea aDd all that trpe of people, that the7 
are failing in patriotia• unless tbl7 bu7 some kind 
of a Government security; but it does not necessarily 
11181D that the;r have to b~ the aeouri ty which is bai~ 
currenU;r offered that a011th aDd which 111.7 not tit 
tbei r wishes. 

H. ll. JR: Take this lll'. X and let's ear he bas a 
couple of million dollars . Now, bow can we reach a 
man like that and get hilll to buy either outatandi~ 
issues 01' new iaauea'l' 

llR. BlOWN: •u, it eo happen• that in the case 
ot thia particular •n rou are thinking of, hs 
decided- I don't know through what proceu of 
reasoning - to put most of hie money into Government 
bond 1s sues. 

H.ll . JR.: He did 'I' • 

lllt. BROllrll: Yea, but it was probably due to a 
psychological change and feel~g that the war picture 
was much more desperate today than it was two or three 
months ago. 

H.ll. JR: Has that happened to many of youi­
large depositors? 

llR. BK>WN: I think it bas happened to a good 
many of them. 

llR. SPENCER: I think the7 are aore willing 
to go in. I have one case, fOl' instance, where 
eithsr a aan or a wife died and they bad to dig up 
a million and a halt dollars inheritance tax. 1\hat 
hurt 11011ld there be from here out it any or· the 
bond issues could be used at par tor inheritance 
tax 'I' That would aatiefylbat individual right down 
to the ground. 
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H.K.JR: We cll.cl -*• a oh&~~~• in that reoentlJ, 

cll.cln't ..... 

Jm. BURGESS: You ucla a oh&~~~• in the hp iuue . 

It waa a ~er,r great help. 

KR. SPENCER: But it bacl aoae atringa on it, 

dicl.n't it'i' 

liR. HARR[s:llf: No, no, not on that aapect. 

JIR. SPEIICER: We aolcl h1a about half hia require­

menta on that , but he atill dicl not like the boncl,for 

some reaaon or othe r . 

H.K.JR: I thougllt that that clicl not hue &DJ 
atrl.nga on l.t . 

KR. BUS: The boncl hacl aoae atringa - I •an, 
it had some restricted negotiabilitJ. 

KR. SPENCER: That waa it, restricted negotiabill.tJ. 

H.K. JR: But the F and G can both be uaecl for 

clebt duties, can ' t theJ? 

KR. SPEifCER: Oh, Jll, but JOU are talking about 

a hundlWi thoueancl clollara . I a talking about the 
larger &ounta . I think that G boncl I.e going to take 

care of a YerJ large percentage of - well, certal.nlJ 
indhicluale, frca bere on. 

KR. SMl 'l'H: 'l'ha reaponal.bill.tJ for the aale of 

Gouraant bonh to l.ncll.Yicluala ll.ea with the "lll.ng 

orgiDi&atl.ona , of which tM biDka fW'DI.ah a aubatantid 

part of tle peraonnel. 

Now, a aiD will o CDI in to the bank ancl in qui re • 

Thq mow the - of •ana and aolicl. t thea. Thq go 
l.nto the banta ancl !Jilulre and th&J ati r up the 
l.nquiriea, and theJ get prett1 tllll l.ntoration, too • 

• 

• 
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.Ul our the countr7, troa one lllld to the other , the 
banb al"' occupJing b1portant poai tiona in those 
aelliag organisations. 

H.K.JR: You people feel, then, that this Victorr 
Fund Co.aittee the wa7 it ia aet up can ao the thing 
that I aa talking about? 

46 

liR. SIIITH: iben it has had ti• to get organised, 
to get oiled up. 

liR. BUIDBSS: I con!ua I Ill gre&tl)' troubled b7 
the tact that two org.Usationa, the Suings and the 
Victo17 Fund, are working parU;y parallel and partl7 
in competition with each other. 

H.K.JR: That thing can be worked out. Wt keep 
tr)'ing all the time. That can be worked out. 

IIR. SPENCER: I think with ua the people that 
will do the bif job on that selling are the inveat•nt 
bank fellowa. think-the an rage coaerci al bank Mn 
h an awtull7 poor a ale 11111&11 . He has got to apruce up 
on selling Government bonds from a patriotiam stand­
point. He nenr was schooled in a elling_ man;y 
aecuri tiea in the past. · 

MR. BID'iil'f: Real pressure - 'llhat is going to 
make thoae people bu;y bonds is the pressure of _ 
public opinion aa reflected in the newspapers and 
social attitudes and club circles . 

~. S11ITH: And ati rred up b7 t hi a. 

lfi. BROIN: Stirred up b7 cD ntl.nuoua agl.~ation. 

H.K. JR: Th1111 mqbe we had better have a dri Ye. 

!JIR. SKITH: You are going to ultimately come 
to it . 
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MR. BRClVN: You bne got to . 

MR. SIIITH: We think you are going to have t o 
have them at regular intervals, 

MR, IWUl1 OON: And when you do , t be fundamental 
question that bas not been decided by either the 
Victory Fund Co.Utteea or the War Savings 1a the 
method of approach or coverage . Are you going to 
give the boDa saleman, or whoner it ia that is 
trying to sell bonds , a list of prospects, to 'llhom 
he ia to go, or are you going to organhe by counti ea 
so that a group of men wi 11 cover en rybody in a 
county? That was really the way they tried to do 
in the last war. .J: think, so far as I understand it -
and I uay be wrong - that Jll)st of the approach has 
been the prospect one rather than the over-all coverage 
by county. I don ' t mean this doorbell thing that we 
had, the pledges; but I mean a serious effort on the 
part of a group of people assigned to a county or a 
certain geographical area, to be a ure that everybody 
1a aerioualy approached for the sale of bonds in that 
area. 

I think ulti1111.tely the lat tar wi 11 have to ·happen 
because I don ' t know -.here you are going to get your 
lists of prospects. It ai~t even cover this aillion­
dollar fellow in Ned Brown a bank. The bankers thea­
selves are not going to give out those ~a, I 
presu.e, except in rare instances . They don ' t do it. 
So even if you bad the staff of salesiUil the;y would 
not get that lUll as a proarct, but the;r would get 
him if tbe;y had an over-al coverage in the block or 
area. 

MR. EDWABDS: I don't know -.hat the bankers are 
going to do generally. I have given the na11111s out. 
I haven ' t told them bow muoh Jll)ne;r they bad. 

MR. !laTH: If ;you have the organization thef 
will get the n-s. The;r lave a JIIShrioua wa;y of 

47 
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getting tha. There h an understanding between the 
banks and their custoJHra that tbe;r will not gin out 
names; but the{ heve a JIO'Sterioua wa,y of getting nuas. 
Butt bat will alee time to get that going; h011ever, it · 
must be done. 

H.ll.JR: Walter, do ;rou want to add anrthing to 
this discussion? 

lfi. 5"1'EWm: Jfo, I • coDYlnced--

H.K.JR: I..aa not tilling about thi1. I aa 
going back to tlii. a financing llurph;r reported on. 

KR. STEDR'l': I am aatiafied with the recom­
mendations . 

H.K.JR: The two and the tour'7 

IIR. STEW.A.RT: Yea. 

B.K.JR: Viner? 

IIR. VINER: I like the recommendations as the;r 
are now. 

B.K.JR: Bus? 

liR. B.US: I would like, it I ..,, to think 
about it a little bit. 

H.K.JR: Why not? That 1a what we are fighting 
tor, aren •t we, to give you a chance to think? For 
treedoa? 

JIR. H.t.RRIOOH: I would not like to change the 
unanimous report at all but to express the hope that 
the word • approximatel;r' tour ;rear a will be cons trued 
to b1 as 111 ar the u 7ou o an make it. (Laughter) 
That ia so it will fit into 7our rate picture, end 
everrthing else. 

·. 
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MR. BURGESS: That ia reall7 a cpution for the 
ll&l'lc.e t fellowe, to look at the aarket and eee 'llhel'l it 
n.ta. 

49 

B.K.JR: George , rou put rour number bora to 1101'11: 
again and take a freah look at it in the JD.orning. Ben17 
loob aa though he can stand it. ire rou going all 
right? 

lit. KUR.PIIT: I a doing all right. 

KR. B.lRRISCii: There h one thing we pointed out 
t o the Federal lleaern Boerd ae to one of the reaaone 
we opposed the certificate. I don't know 'llhether it 
ude JD.uch i!lpreuion on thea. The tigurea that we 
got this 1110mi~ f roa ra,r 0111 etaff - the7were juat 
rough and not definitelr accurate 7et - ehow that rou 
han Jill turi tie a thi a next fifteen months of bond a, 
notes , billa and certificates of over thirteen billione 
and a half, not including the three billion eevan of 
tax notea which can be called for paJMnt. I think 
to recoJIIIUI.nd that rou add unneceasari17 to that 
immediate liabilitr is a aietake. 

B.M.JR: That is the w_, I feel . 

MR. IURRIOON: And I think that bad a good deal 
of influence on ~st of us in our group. 

B.K.JR: That is the •ar I feel. 

Let me aak you gentleun a ques.tion, • hi ch rou 
neea not anewer hare unleeerou want to. You cango 
into a huddle on it . But take people like Senator 
Vandenberg, who eeea to be under the i!lpreaeion that 
I han nobodf ad't'iaing • - I wo!llered whether rou 
people think it would be wise, or not 'Ill. ae, to 
announce that thie group oo111e down oooaeionall7 ae 
infol'lll&l ad't'i a ore to the Seoretaey of the Treaauey, 
and gin out the n~aea. You can talk it out 11111ong 

Regraded Unclassified



- 17 -

your .. lTu it you want to, and let • know. I a 
not ulwled to hne it known. 

KR. SMITH : It 1a prett;y generall;ylmown, it 
for ID1 reason ;you should decide to announce it . 
That, I think, should be the gonrnlng thing , don ' t 

rou? 

MR. SP!it4CER: I do. 

MR. IWU!IOON: You do 'llb.at? 

JIR. SPENCER: He should announce it if be feels 
like it. 

JIR. SMITE: If he aeea a reason for it - it le 

generall7 known. 

)IR , IWUIIS<JI : I bnen•t an;yvecydefinite 
opinion. I would do whatever you think would OIUae 
;you the lsaat eabarraae•nt . 

H.Jl. JR: This wouldn't cause -I mean, the two 
sides are ooming here. There ie no reason to hide 
it, that le what I mean to sa;y. 

liR. IWU!ISON: I think, franltl7, that the 
greatest possible criticism - it i e alread;y known 
to the group from 'llhicb the critlclam ll.ight come , 
and that le the Federal Open Market Coal ttee. I 
think that they might have some feeling on it. 

H.K. JR: That doe8n't bother 11111. 

50 

MR. IURRISON: Tbq already know it ao that ;you 
lose nothing by tla t . The onl;y question la whether 
it will nrl f;y }(r. Berr)'ll.&ll' s cartoon be re. (Laughter) 

)IR , SPENCER: Call bl.m in next tilllt we are d01111 . 

H.K.JR: Well , I waa just raising it . What do 
;you think? 

·. 
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MR. BIDWN: Well, I think, cerhinl7, a a far 
as the meabera here are concerned, the7 ba~e no 
objection to lt. It is purel7 a question for 7ou 
to decide as to which ia 110st poHtioall7 adventagews. 
I am using the word "politicallf~ in the sense of 
public relationahip . 

H.ll. JR: B.K. ? 

YR. EDWiRDS: I agree 1ll. tb Kr. Brown. I think 
it is just What,ver you choose to do about it. As 
far as we a re concerned, I think these other gentle­
men feel aa I do, that 1111 are nq proud to have 700 
ask ua to co• here and do whatner we can. It ia 
just a question of what fOU want to do. 

MR. BURGESS: That is right. 

H.ll. JR: What do you think? 

KR. BURGESS: I agree with that. 

H.K. JR: Well, the way ;you are coming in, I 
don 't see 11h7 not say so , that ia all - use the 
words "coming in on an informal basis to ad~se. • 

MR. BURGESS: You can tack it onto the stor;y 
about the new financing ~t you are considering, 
that ;you have talked it over with the Open llarket 
Committee, with the Board, and also with ot her 
fallows . 

H.W. JR: Well, I will sleep on it, and if it 
is agreeablJ with you, if I decide I want to sa7 
something this week, ia that all right? 

lfi. WRllDN: I think the onl7 thing that I 
would suggest that you conaider from 7our standpoint 
ia it 'IIOUld poasibl7 be interpreted by the press­
and I think this ;you woold have to avoid, if 7ou 
can, in your atate•nt - that you had organized 
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another coaaittee or mother board or mother aQie­
thing. There baa been a good deal ot talk throughout 
the countr7 about all the different boards that are 
organised or different groupe that are organised in 
Washington to do ID)'thing. But 70u om oonr that 
in the to 1'111 of whatner mnoUJloeun t )'OU make . 

Wk. SPENCER: Couldn 1 t 70u u.ke the mnoUJlcement 
the t thi a has been going on tor 10M tiae, that it 
ia nothing new? 

B.K. JR: Sure. I han not tallced about it to 
an7 ot our public re la ti on 1 people , but I wi 11 t allc 
to thea about it t onight. I did hne it in llind . 

I 1111 nr7 much obliged to all of 70u. I don 1 t 
think I need to aak 70u to sta;r onr another da7. 
I have got what ia in )'OUr brain in lline . I under­
stand from those people who have come here to viait 
'that Washington is not the moat pleasant suJIIID8r 
resort . 

MR. BURGESS: It is all right toda7. 

MR. HEFFELFINGER: I think there waa one point 
in the picture, that if the announcement waa 
propoaed on the tenth of thia 110nth - next week -
and we carried the pa,r.ent date over to the t•ent7-
fift )l, that is a little longer than our usual 
period. Ia there an7 objection to tha~? 

H.K.JR: From me, 7011 mean? 

MR. HEFFELFINGER: No, from the banking 
standpoint . 

KR. SMITH: Announce the ieaue on the tenth 
and not accept pa)"Jaant until the t•ent7-fifth, ianlt 
that t,he "eual ••1? 

52 
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MR. HEFFELFINGER: That intervening week is the 
heaT1 p~nt tax week. 

MR. BURGESS: I think it 1a 110 re impor tant to 
get it out of the wa1 for the October job. It 1011 
are going to do a job in October I think there is 
ad"Yantage in pushing this one along. 

liR. HEFFELFINGElt: The beginning instead of 
near the end of the week . . 

B.K. JR: That is something you can work out 
with the Fed. I personall7 don.'t care. 

MR. BURGESS : I do thi.nlt it is desirable to 
reach a decision about that October job prett1 

rromptl1 because there is a lot of work to be done 
f th17 are going to do a job on it . 

H.K.JR: Have we got to have another group of 
movie star a down? (Laughter) 

liR. BURGESS: In October, if you want to . 

MR. IWU!ISON: Y4lJ did.n ' t 70u inTi te us 
78sterda7? (Laughter) 

B.K.JR: Jfo, it was Monday. Ia that what 70u 
fellows all want? (Laughter) 

Jll. SMITH: We heard about your luncheon today -
talk about a luncheon, we heard about it today! 

H.W. JR: So that is what 1ou fellows want. 
Even the President of the United States sent a 
menage over and asked wh1 he wasn't inTi te4. He 
sent this message, "You bring all these boafds 
around to see me, and when 7ou have some body good 
looking you don •t bring them around." Well, aa7be 
that ia ~hat we need. (Laughter ) 
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CIW!LII I, IPIICII Jl. 0 VILL D 'tll!B roo IIIH WIDI&SLII.Y .AID 
TIIUIISL\Ar All IIIIQJII8nD" 

II, IWQ)OLP8 B'OllGII8 °811ALL Ill!! IW'PY !'0 D VI!& roo II VAIIIIIG!'OI 
OX! WJ:DDSL\Ar .AID !IIUliSLII.f0 

B. M, JDVIJII)S 0 VILL !ft !'0 .1!'!'111D TOUR OOJIJ'IIliiC&S W!DICSL\Af UD 
TIIUIISL\Af0 

1.1. BJIOVII - aoceph4 b7 telephone call to rthpra14 (wu 1A towa 
laot weak) 

!'OM I. 1111!1 - accept.a4 b7 telephone call to J'1tscera14 (vao 1A to1111 
laot VHII:) 

GIO!lO! L. IWIRIIOI - telephollad S&tllJ'dq altlhloon that ha vao 
oollbc, lmt vao ha•tnc trouble cotttnc train reoonatioDo aD4 bo 
Micbt not be able t o cet bere before 1 P,M, on Ve4neo4aT -- rtt,coral4 
to tr,rtnc to cot earlier accoao<lettono tor Borrtoon. 
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I have come before you today in response to your 

standing invitation and in fulfillment of my promise to 

come up here at any time when I feel that a major decision 

must be made concerning the Treasury's financing program. 

When I appeared before this Committee on July 23rd, 

I expressed my strong conviction that the revenue bill 

then before you was inadequate to meet the Government's 

needs for additional wartime revenue. Since then, the 

need for new revenue and new sources of revenue baa 

obviously become far greater. Our original minimum 

recommendation of $8.7 billion of additional taxes in 

the light of later developments baa become not only 

inadequate, from the revenue standpoint, but lnsuff~cient 

to give ua the safeguards we need against inflat ion. 

Accordingly, I have come here today to propose 
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additional taxes which will increase Treasur, receipts 

out of current income by an amount far in excess of the 

Treasury's previous recommendations, and will furnish an 

additional effective weapon for combatting inflationary 

increases in prices . 

My primary recommendation ia for a new fora of tax, 

a tax on spending , to be divided into two parts. The 

first part would be a ten percent tax on the spendings of 

all consumers whose income is above a minimum subsistence 

level. This tax would be completely refundable after 

the war, and would therefore be in eff ect a compulsory 

.4v..~ ••viBg provision. It would currently bring about $5 
I( 

billion annually into the Treasury. 

The second part would be a spendings tax at a steeply 

progrenive rate, designed not primarily for ren.nue but 
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for restricting expenditures and inducing true saving. 

This would produce about $1- l/2 billion additional revenue , 

but ita effects would be still greater , to an extent that 

we can only guess, in restraining unnecessary spending 

and thus checking the greatest single factor making tor 

inflation. 

In addition to this double-purpose proposal , I should 

like also to recommend a further reduction of exemptions 

from the income tax to the level of $500 for a single 

person, $1,000 for a married taxp11er , and $250 ?or each 

dependent. This would produce $1-l/2 billion additional 

revenue, and together with the spending tax it would 

broaden our tax base so as to include $65 billion of 

individual incomes, or about 2/3 of all the consumer income 

in the country. Taken in their entirety, our new 
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recommendations today would bring into the Treasury 

an additional amount about equal to the additional 

revenue provided by the Bill that is now before you. 

58 

The details of these proposals will be outlined to 

you by Kr. Paul and the members of his staff, We at the 

Treasury have been discussing them together, and Kr. Paul 

and hie aeeistanta will be speaking for me with full 

authority. 

I should like to comment on only two aspects of these 

new proposals. One concerns their relation to the War 

Bond program. We foresee that the new spending tax will 

probably reduce in many individual instances the amounts 

which workers can afford to set aside for War Bonds under 

voluntary payroll deduction plana , but the proposal is 

intended to supplement and not to supplant the voluntary 
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purchase program. 

It is our belief that the voluntary War Bond 

program has produced and will continue to produce a 

great contribution to the nation's war effort, not 

measured entirely by the amount of funds raised. This 

is due to the unselfish service that hundreds of thousands 

of men and women throughout the country have given to it. 

They deserve the thanks of the nation for the magnificent 

work they have done, are doing, and will, I hope, continue 

to do , in encouraging the !merican people to put their 

dollars to work for their country. 

They have responded as individuals and as patriots, 

and their work has been tremendously effective in selling 

more than $8 billion worth of Bonds since Kay 1, 1941, to 

about 25 million individuals. )lore than that, the program 
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has helped to arouse the people of the country to the 

crisis that confronts ue all and particularly has led 

them to cut down their spending and to save so that their 

fighting men may have enough. Reliable estimates by two 

Government agencies show that the Jate of saving of the 

whole country has doubled in the past year. I believe 

that t he voluntary War Savings program has greatly con­

tributed to that result. It will, of course, be continued. 

The danger we face is not produced directly by the 

rising national income. The evil we must control ia the 

spending of that income in ways that compete with war 

production and drive prices upward. Our effort, therefore, 

must be to attack spending directly and at its root , not 

only by withdrawing spending power fTom the individual 
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but by imposing what ia in effect a penalty on unnecesaary 

spending. 

The reason for this lies as much in the Government 

fiscal field as in the field of the prices which consumers 

pay. With all the amounts we have recommended for new 

taxes, including these present recommendations , there is 

still a great gap to be closed to meet our fiscal needs. 

We must borrow very large additional sums. Our problem -­

my problem -- is to borrow these amounts in such a w~ 

tha t they will not contribute to inflation. Inflationary 

preaaure is created by consumer demand exceeding the 

supply of goods available. We are seeking in this proposal 

before you to attack the problem at the seat of potential 

difficulty and to attack it drastically. 
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The control of prices ie of course not · excluaivel1 

a fiscal problem. But with full allowance for all that 

oan be done through price regulation, rationing and 

other devices to control supp!T, I think we shall be doing 

ver1 much less than our full dut1 if we do not deal with 

the problem as effectivel1 as poeaible in the fiscal 

field. What I have presented is a method -- and the best 

method we have been able to deviee -- for accomplishing 

thh reeult. 

I! the proposals ~e make aeem drastic, I should like -
to aa1 with all possible emphaeis that I believe nothing 

less drastic will accomplish the results we must accomplish. 

This ia no time for half- wa1 meaaurea. 

I do not merel1 recommend action on these bold linea, 

I request it and I urge it 110st aerioual.T ana with the 
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profound conviction that it must be done • 

• 
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paroha11 pPOIJ'IL 
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profoa4 toll"lotloa that 1t .. t be a... 
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Present: 

Air. Paul 
Kr. Gaston 
Kr. Kuhn 
llr. Stewart 
Dr. Haas 
Dr. 'lobite 
Wr. Graves 
Kr. Bloulth 
llrs. Kloh 

Septe11ber 2, 1942 

6:15 pm 

: 

HM, Jr: (Readine; Draft /12 . ) I don't like the 
words "compulsory savmg". 

Mr. Paul: I think you are going to be called 
evasl-.e 1t you don't come right out and say it . • 

Ill(, Jr: Compulsory lending? 

Yr. Gaston: • compulsory lending• is grand. 

Kr. Stewart: I ~"'t think•coapulsory l ending• is any 
improvement. 

HM, Jr: (Interrupting the reading ot the draft.) 

You cannot go up and ask tor $6t billions addl,tional 
taxes with that kiild of statement. You Just can't lo it . 
I told the people two things: ( 1) if it ever oame tba t I 
was worried about the financin~ 1 I would say eo. I am 
worried. I want to s11 so. Another ~ng, if I a nted 
to give up the volunteer plan , I would aay so. And those 
two things I want to say. 
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Now, I tried it out Cll Walter George, 'lho 11 

certainly a conaernthe MD, and hie onJ.¥ reaction 

was "Put it in writing eo JOU would know 'lhat you are 

aeying" , but he did not uy I ahould not uy it. 

This is what I wrote at 6:30 thia morning: 

"Gentlemen, I told you it at any time that I waa 

worried about the financing , I'cl caae before you and say 

so . I am here today. I also told you that it !wasn't 

satisfied with the volunteer plan , I'd cane before you 

and say so . I am here t oday . I can assure you and, 

through you, the country that I can continue to raise the 

stupendous sums necessary to f inance the war tor the bal­

ance of the year, but a.fter the first of the year I will 

need additional revenue in order to carr;r out ray reaponsi­

bllity . I also feel that the present b1ll as it passed 

the nouse now does not suff iciently reach the mass of the 

purchasing power, and that we in the Treasury must car ry 

out our share of the responsibility to close this gap. 

Therefore, I have ·asked t o cane before you today to malce 

the following aug&estions• -- and then go ahead and make 

the suggestions , and give them (1) the f igure, haw much 

additional revenue willbe ra ised, and (2) how much of an 

inflationary gap can be closed through this suggestion. 

Close by saying that tbe situation is extremely serious 

and I feel that in order to keep the country on a sound 

finanoial basis this caning year, I 've pretty much got to 

have what I'm asking for today. If Congress will give. 

me this, I feel that I can carry on in t ba caning year. 

Mr. Paul: !s to one word in that, and that is 

"worried". •1 -ant to exprea1 deep concern, • but •• • 

HW,Jr: But it's the idea, Randolph . I have gone 

up there. These people - - let me go through it once more 

again. These people have been more than generous and 

kind in their confidence in me. They have said to me , 

"All right , Mr. Yorgenthau, all right. It you want to 
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try out your voltmteer plan{ we will let you have your 
way. I said1 "Gentlemen, r the time comes I am not 
sa t ified, I w1ll come up an·d st¥ so. " All right . I 
want to uy so. They have not attacked me on the floor. 
They have shown that confidence. They have asked me, 
time and t ime afain, can I finance this war and I said, 
"Yea. It the ime comes.,I am worried, I will come up 
and say so. • Now, they are entitled to have the straight 
thing, and the country is entitled to it. 

I would like to know, Gaston, senior, and Kuhn, 
second , why I am not permitted to Sl¥ that. 

Mr. Gaston: is baldly as you have stated it there, 
it seemed to be the opinion of everybody we consulted it 

7& • 

woul d be a mistake to say it. I realize that we tried it 
along a di !ferent line and I realize , after our conversation 
with. you this morning, that that wasn't foing to meet your 
desi r es and that we would · probably have o do a complete 
r e-write of the thing, but we have been consulting other 
people and I have had half a do~en people i n my offi ce most 
of the af t ernoon to get their views and we just have not got 
at approachi ng it fran the other angl e . I think that some 
modifications must be made in your presentation. I think 
you can'"t say you are worried about the sit uation. I have 
started t o try to work out something I think ~t would be 
perfectl y sate for you to say. Jake Viner though t we should 
go int o more detail and your statement should be along the 
l i ne we drafted. Walter Stewart thinks otherwise. 

~ Jr: For t he minute, that does not bother me. 
Now, lor.=- Maybe you people think that this thing that 
I am goi ng up there tomorrow to suggest is a pink tea 
affair. I don' t. And what is motivating Henry Uorgenthau, 
Juni~, after ten months - - we started this thing last No­
vember -- that I suddenly cane up and ask for almost double 
taxes than I have ever asked to• before, or revenu.e, whatever 
you call it . There must be something. I have been here 
9 years . "Don't you know your job?" "Why do you suddenly 
come up? wey didn •t .u do it ~ months ago, or 6 months 
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ago and why do you cou up now with th ie Tef';)' draa tic 
suggestion -- u drastic aa anybody in Washington can 
suggest -- at the last minute and say to us ' I want this'?" 

Now, you people baYe not bad me adnntage which 
I have bad, that Haas and Stewart have bad, that I have 
gone from one meeting to another on how I am going to 
raise $3 billions this month and $4 billions next month 
a.nd $5 bi llions the month afteMJard . And I am worried. 
And what' a t he harm in saying a o? I always took the 
attitude I would be much bluer, mucll blacker, about the 
financial situatim than an1boey else . I don't want to 
exaggerate the danger, but 1f we te l l the people we face 
that with the result that -- it is 9 years that the Presi­
dent put me in here when the bond market had gone to Hell; 
he could not aell any bonds, and from that day the bond 
mark~t ia all right, end I have always told hlm the worst 
news in the fi rancial community. I have to have some 
reason for going Uf 2 months before election and tell them 
why I just can t do it because I suddenly wake up on 
Saturday morning with a bad taste in my mouth and say wThla 

is a bad da;r . I am ad' at the war and I am mada at the 
world, and I am going out and tax everybody to the limit. • 
This is the most drastic suggestion that any member of 
llr. Roosevelt' a Administration baa made. I would like 
to know of aeybod~ in his Administration who wG11ld suggest 
i t. Why am I do1ng it? There is nothing in that state­
ment. 

Kr. Gaston: I thdllght there was in the original 
statement.' 

HM,Jr: I differ with you. I have said •• • • 

Dr. Haas: I think one word would clear up -- a good 
deal ot your worry is about the method. You haven't any 
doubt you could finance it through the banks and it would 
go •••• 

~tJ[= No, you are wrong, George. I think there 
la a ll.iii o what you can do through the banks. 
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Dr. Haas: Ther e is ultimately , but we are nowher e 
near 1h e time. 

!D[f Jr: But next year you begin to approach 
thing. can't use this machinery •..• 

the 

. Dr. Baas: I t will upset the whole country. 
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KY,Jr: You can ' t pile interest-bearing certificates 
· on interest- bearing certificates in the banks and pay in­
terest. You can't do it in un unlimited ny. This thing 
that I am suggesting tomorrow is. How did I get that lfl.1? 
'nlere has to~lle justification for it. 

Now, just because I am positive , anybody else in the 
room can be ~ust as positive , it they disagree. 

Roy , any energy left? 

ur.. Blo~h: I think you can indica te a great deal 
of serlone concern about the manner in which this w·ar is 
going to be financed and the effect of that financing 'on 
i nflation without causing a bad break in the markets and 
a bad scare all over the co~mtry and it seems to me that 
i t i s entirely in the way in which it is said and it would 
not be desirable to indicate worry about your ultimate 
ability to finance the war, but I think you could indicate 
t he greatest concern about the effect of this financing on 
the ecCIIomic operation of the nr if something isn ' t dCIIe 
about it, and that is the line that could be taken and 
wouldn't cause any cracks in the market and wouldn ' t 
cause any serious panic of fe eling and at the same time 
would indicate that something serious was necessary. 

Hll, Jr: Harry? 

Dr. White: Well, I am in thorough agreement with 
you that the thing ought to be short -- one page or a page 
and a halt. I think the less you say , the better; at the 
outside , two statements very much like yoo sa!.d with a 

• 
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little drsesing; (1) that the • • • • 

HW,Jr: French or Russian? 

Dr. White: One, tha t the future looks more un­
certain than ever about the duration ot the war; that 
the amount of financing to be done 1a increae ing in 
prospect and that eound financ e calle tor looking ahead 
and a re-examination of the situation in the lif?Pt ot 
rece~t developments , and you think more money must be 
raieed in a way which was not inflat ionary, and that you 
promised you would come t o them when you tel t the pros­
pacta were disturbing, and you feel the prospects are 
disturbing and "I am before you now." I wouldn 't make 
any bonee about it . I wouldn 't expand i t. I would 
just make that statement. Secondly , you said you would 
come before them when you felt scmething more was needed 
than your voluntary savings plan . It has not done enough 
and it is necessary to supplement i t b~ others which are 
draa tic , as the times call for. You m1f)l t add it wi 11 
cut into your volunteer saving!! program, but the ·net re­
sult will be an increase from sources needed , namely, 
sources that make for inflation . The pror.am is drastic; 
the times are drastic. Period. I wouldn t say anything -­
I wouldn ' t say anything about the eucceas of your bond pro­
gram or the voluntary savings program or anything about 
infia tion . That could all very -- a good deal of it, 
could go in Randolph's preliminary statement . 

HY, Jr: Harold? 

Ur . Graves : While I have not examined this at all 
except that part Which relates to t ho bond • • •• 

will 

HM, Jr: But you have heard me read it. 

Hr . Graves: I would like to say the t I hope nothing 
be said thit will unneceesarily a ffect the bond program. 
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IDI ,Jr: You are talking now about W.r Bonds . 

Ur . Graves: And I liked Kr. Kuhn's statement , 
which I read, because it obviously would be calculated 

to I I I I I 

HU Jr: Yay I interrupt you? I would like to 
say that Part which baa to do with War Bonds -- I think 

the \'/ar Bond people , starting wl th ,you and from you on 
down, that's the least I can say for them . They are en­

titl ed to an explanat ion and a pat on the back. I am 
not arguing about that. You can rest on your oars on 
that. But as one of IQ group ••.• 

Mr . Graves: I like what Wr. Blough had to say. 

ID! Jr: Yay I say this for Kuhn. I think that 
part on~/ar Bonds , he said beautifully . 

Ur. Kuhn : That was Herbert. 

Ur. Gaston : And Ferdie. 

4!1~r: Partnership ot Gaston and Kuhn. That part 
I would to say. 

It gets down to a question, why am I doing so and 
so and so . 

Mr . Graves: I think Blough expressed my opinion 
about it. It would be beat tor your concern ~o relate 
to methods merely. I think it would be very unfortunate 
if the thing were said i n such a way as to give people the 

impression that there wta any doubt about ~e abi l i ty of 
the Treasury to f i nance the war , one way or another. 

Dr. Vfuite: There is never any probl.m about fi nancing 

a war. fiiere isn ' t any Governme!U in the world that can't 

finance a war and no Government hi! ever etopped a war be­

cause of lack ot finance. Obviously, it is a ques tion of 
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how he will finance , and that's what he ' s cmcerned about, 
and we can make it in such a way it will not look panick1 
at all, but Just the proepect of more uncertain -- don't 
know how much we need to borrow; the interest burden is 
piling up, and conservative financing makes · it necessary 
lo look ahead. Can be said in a reasonable tone, very 
simple , very briefly. I don't think any panic would 
arise . 

Dr. Stewart: Frankly, I am not vecy clear on the 
answer to your question why you appear a t this tim.e. It 
is not self-evident . I think you hue to make a case. 
1 think there is tied up in your statement an emotion which 
is merely your own; that ia , you have cane to a decision 
which is very difficult to come to. I see no reason to 
communicate that emotion to the Committee . That is private 
to you. You have ha.d a ha.rd time to make the decision and 
you have waited over a period of two or three months t o see 
if the voluntary would succeed . iny way you phrase it , it 
involves a lot of coura.ge. You are no longer will~ to 
risk it on the volunteer ba.ais. But that thing whicn you 
teel very strongly , there is no point in transferring it to 
the Committee. You don't want the Committee to sha.re your 
worry. You want them to take partnership with you in 
making the decision. Make an emphatic ata.tement. It ought 
to be clear to them that it is drastic and that you have 
come to it reluctantly, but you have come to it with finality . 

I don't think the details shOIIJ,d go in, but the mood 
should go, and Pa.ul-should handle ali" details. But I don't 
think the pa.nic~ feeling w-- you don't feel pa.nicky now, 
but you wa.nt them to sha.re a deoia ion with you, a t they are 
not supposed to be worried. You come to them and tell them 
you ha.ve ma.de up your mind. I would not communicate ~ 
worry to them. It's a hard Job and a hard responsibility 
to take . 

Hli Jr: Now thai; we &I'll on the baaia of Freud. Let's 
say that ; ou are right for a minute . Having can e to thl. a 
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deci sion throu~ worry -- great worry -- it waa , aa you 
sa1, one of the moat difficult decisions I haTe ever had 
t o make -- let's say tor a •inute you are right; I should 
not transfer that worry which went into the making up ot 
t he decision to the Camnl. ttee. How can I answer your 
question i t is not olear why I come up there at this time 
to do this. · 

Dr. Stewart: I think that ia c~unicated in a 
mood rather than In effect . If they cross-examine 1ou, 
the on~ answer I have been able to think of ia you are 
passing from one. phase of war financing into an entirely 
different one. '!he v ol111De of spending power has increased. 
You have carried out a program by using unused reserves ao 
you can make a case without saying a definite date , one month 
or two months ago. I think this ia an acknowledgment that 
there are limitations to what you can do in financing the war 
with peace time econany . 

HM Jr: What I am bring~p is transition trom a peace­
time m~ to a war~time method. 

Dr. Stewart: That's one way of putting it. 

Dr. 1111Li. te: And putting our financing on a real 
'liar t i me basis • 

Dr. Stewart: I am not sure that is necessary. I 
agree wrth Bir17, the briefer you make it, the better. 

· HlltJr You (Stewart) don't mind IIIJ' repeating acme-thing. iked it. Going ho•oe last nip,ht at 11 o'clock 
Walter Stewart said me of the things tha£ pleased him the 
most was that at last he found himself in complete agreement 
with Harr1 ?lhite and it made him, Walter Stewart, ve17 happy 
and he was very sincere, aqJ I u being sincere, and I thoilg;ht 
it waa a nice remark, and ~ought you both would appreci ate it . 

In view of at you say, do 1ou think what Gaston 
and Kuhn have written ia adequate? 

• 
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Dr. Stewart: I think the veey laa t page of 'IIIla t 

was written is {n the mood for it. 

KU,Jr: I have not read lt. 
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Dr . Haas: I think, 1lr. Secretary, that your reason 

t or conun g up Ie in terms of the greatly accelerated ex­

pendi tures and . the reason there is because war production 

has gone up and it is obvious to you as stated in ;your 

l etter to Senator Vandenberg in !~Pd , which ;you may have 

forgotten, that solD! th i ng like th1s would be necessary later 

on because of the increased expenditures. 

You are going up to Congress. Because ot t he mag-

ni tu\ de of trese figures , you can ' t use peace-time mebhanhm 

for financing and prevent inflation . This happens to be a 

dras t ic change in the devices ;you used, because you are 

taking such a large portion of your national income into 

lhe econDm¥ 1 but I would put it on the terms that you are 

usi~ new equipment, but don't see anything unsound in the 

Nation's finance, but you need this equipment to continue 

lo keep it on a sound basis. Uany letters have come into 

the Treasury inquiring whether the Gover!Uient debt will be 

paid off and I am apprehensive that we would frighten those 

people in any way. 

Mr. Paul : I can .s 8¥ in two sentences what I thi nk. 

He is right and the effort should be on the method of 

financ i ng. I think Harry is rigpt that the statement 

should be very short. I agree canpletely.,ith Stewart. 

There is no black and white explanation. You have to 

camnunicate a mood. I think the phraseology ;you used 

"to transfer fran peace time to war time" i s a little 

dangerous because we have been at war 8 or 9 months , but 

generally I agree with you and I liked your statement ot 
partnership -- that here, , trom now on, Congress and we are 

ln partnerships on this thing. We have known about these 

magni t udes tor months. They will tear us to pieces there. 

It as months and months ago that we increase the Budget 

~14 billions and theJ will Just tear us to pieces i( we 
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try to make a cue. i case could be made there for the 
idea th&t you have been nry anxious to be right in your 

position and you have , perhaps, done a little waiting{ 
but now the time has come when the Finanoa Co111111ittee a 

82 

in Executive aeaaion and there ia no more time to be loat. 
You have not lost any time bJ not having gone up 2 or S 
months ago, but now the Bill is approaching the place where 

no more time can be lost. It's the communication, reall~, 

of a mood, and the shorter it ia the leas can be written tn 

editori als 11hich will be very hostile . 

J!l,!, Jr: 0 . l . Herbert? 

Mr. Gastm: I think everything that has been said 
here indicates a a ta tement of more than one page . I have 

been worried fran the standpoint of your going up there and 

frightening not ml}' the C0111111i ttee, but f rightenlng the 
country on the financial situation. And the other thing 

was anything that would look like repudiation of the volun-
t eer savings campai gn. But I don't think you need the 

detail of the proposal. 

I star ted and I wrote this under a ome di1' ficulty 
and i t's just an approach to your idea. 

(Reading) . "We have ~ane befor e you today to present 

a pr ogram to raise substanti al additional aums to f inance 
the war effort. I intend to leave the details of the pre-

sentat i on to .llr. Paul and his associates and to limit myself 

to a few words about the gravity of the situation as I see 
it and the impera the need for le glalation along the linea 

we are suggesting . 

"We have financed without di sturbance and wi t h what 
I feel to be a minim1111 of inflationary effects the huge 
war expenditu"'s we have been called upon to make. But 

the very success of the production program in turn~g out 
i11111enae qu.antitles of goods for the •r effort increases 
the dimensions of the fiscal ptllblem we have to tace. We. 
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"have to contemplate exrenditures o! 80 billions in the 
present fiscal year! wh le the revenue in eight on the 
buis of the tax bi 1 nc:w befor~ you is only approxim&tel.Jr 
24 bill ions. 

"We h&ve sought and will continue to seek funds 
from those sources where borrowing will h& ve the. least 
i nflationary' effect, IJI'ld h&ve ·done so with what I believe 
to be most gratifyi~ results . We can for esee with con­
fidence provision for the Govei'DJDent's fiscal needs for 
the reoainder of thia calendar year . 

"But I come before you today to tell you !rankl;r 
that I need your help in the form ot legial& tim which 
will enable me to meet the much greater problem of the 
next year with the same degree of confidence • 

"We come before you with legislation which has a 
double purpose. The first purpose is to draw i nt o the 
Treasury substantial additional funds out of the earnings 
and savings of the rople. The second p1rpose is even 
more important. I is reduce consumer spending directly 
by witharawal of funds otherwise available for expenditure 
and to reduce it als o indi rectly by creating a strong tax 
incentive to saving. 

"The me as urea we pr opose are two: first a tax OIJ... 
consumer spend ing wtd'eh will reach into the l owest·' i ff: 
come groups above t he l evel of bare subeishnce i ncomes 
and will provide high penalty rates for luxury spendings; 
second , a further lCMering of the exemptions from the i n­
come tax apply~ng to family income. 

"The two proposals will touch incomes aggregating 
some 65 billions o! dollars and will draw into the Treas­
ury fllnds otherwise available for consi.Der spending in 
an amount eatim.ated at about seven billion dollars . But 
of this total some !our and a half to five billions , al­
though raised as a tax , will be treated not as revenue 
but aa a debt to the individuals from whom it was collected, 
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"to be repaid after the war. 

"Revenue ia not the sole purpose, nor e•en the 
primary purpose, of either or these proposals. Their 
main purpose is to res tric t consumer spending so tha t we 
may avoid the perils of inflation in th e huge financing 
pror;ram that we have ahead of us i n the next year and 
those to follow." 

JD,! , Jr: I think it ia ve cy good . 

Dr. White: Two thoughts could be -- but very . 
briefly -- one 1s that your program is designed not only 
to raise revenue in ways to prevent inflation, but it is 
also specifically direct ed toward r eduction of expendi­
tures . The second point is, I don 1 t think you can get 
away fran the statement -- and this is the most dangerous 
point you are trying to skirt around -- and tha t is "I have 
eiven the progrmn of payroll - voluntary - savings as com­
plete a test as poss ible and I have come to the point where 
I feel it is not adequate and needs to be supplemented. 
\'.by not state that? 'lbere is no harm in that. You say 
you have given it 8 11ontbs 1 trial. It has not produced 
adequate results. 

Mr. Gaston: We said substantially that. 

!IJ.!
1
Jr: Let me eay this : I g~t excited . I naturally 

was surprts ed that after asking that the thing be eliminated 
it still was there. I hope I was not rude to you . 

!.l.r. Gaston: Quite the contrary. 

Hl.!, Jr: But I could not understand why, having asked, 
I did not ask for a condensation ; I asked that the t hing 
be eliminated. 

Mr. Gaston: We realized t hat this needed a different 
approach and a 81:t'ferent ending and we just could not get 
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to it. 

Yr. Kuhn: There were two instructions we went 
away with and th i.a was the result. · .lnd then the third 
ins truction was to consult quite a number o! people, all 
of whom were unanimous in feeling you could not say you 
were worried about the state c£ the Nation's finances, and 
t hat 's why thi s was brought to you in that !orm. 

IDl Jr: Let me ask this. We have to put it to 
bed ton~ 

llr. Gaston: It can be done. I will go ahead and 
complete a draft. 

J.!r. Kuhri: It can be done • 

.Hli, Jr: \'/hen can I see you and Kuhn. 

J.!r. Gaston: It anybody elae is going to be arowtd 
we really ought to check some s tatemen ta . i imagine it 
wi ll b e about 9 o'clock before we -- 8:30 or 9. 

IIJ.! ,Jr: I will be sitting home. 

J.!r, Kuhn: Wouldn't it help it the Secretary looked 
at t he list page? 

l{r. Gas ton: Page 8 . 

liJ,l, Jr: I think it I could have Gaston and Kuhn 
working on this and then I will be home. Come up to the 
house. That's all. 

J.!r. Gaston: All ri~t. 

!ll.l Jr: We agree , so there can be no miswtderstand­
ing, refe:ence to the plan will be out - description . 

WI'. Gaston: We will have to say something about 
what you are proposing . 
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• 
ID.I,Jr: What I can say, Herbert, 1e (reading) 

"19 prima17 reco~D~~endatloo is !or a new tora ot tax, 
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a tax on spending to be di rided into two parts. 'l'be 
fi rst pa.rt would be a ten percent tax on the spending 
of all coMumers whose income is above a minimum sub­
sis tence level." 1 thought "l(y primary recollllll8ndatlon" --
wait a minute . Beginning with pege 3 "1n additlont to 
th i s double-barrel proposal, I should i1ke also to recom­
mend a further reduction ••• • -- do you think that baa to 
go in? 

~. Gaston: No. 

!ill, Jr: Or does it? 

Ur. Gaston: I think we can say in one short para­
graph the three things you are r ec01'11111ending and the pur­
pose to which they are directed. You are proposing two 
things : a tax on apendings , in two parts, and a reducti~ 
of the exemptions . 'l'be purpose of these ia all directed 
to the same end -1 intended to reach a certain amount of 
consumer expenditure - restrict spending. 

lilltJr: Well , alter this thing, certainly Kuhn and 
Gaston, are intelligent fellows •••• 

Mr . Gaston: "Quote•. 

HM, Jr: What? 

Yr. Gaston: "Quote•. 

lDl Jr: No, how I feel. .lnd 1 will await peacefully 
your arr1;al at the house. 

'l'bank you aJ.l nry, Ve!J' much . 

oOo- oOo 
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We have come before fOU today with a program to 

raise substantial additional auma to finance the war effort. 

I intend to lean the details of the preeentation to lfr. 

Paul and hie aeaociatea and to lL.it mraelf to a few 

words about the gravit7 of the situation aa I aee it and 

the imperative need for legielation along the linea we are 

suggesting. 

Up to thie point we have financed without dieturbance 

and witn a mlnimm of inflationary effect. the huge war 

• 
expenditure• we have been called upon to aake. But the 

very eucceea of the production program in turning out 

immanae quantitiee of gooda for the war effort iacreaaea 

the dlaeneiona of the fiscal probl .. we have to face. 
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We have to contemplate expenditure• of $80 billion in 

the present fiscal year , while the revenue in eight on 

the baeie of the tax bill now before you ia onlf approxi-

matelf 24 billions. 

The Treaeurr hae sought and will continue to eeek 

tunde from those eourcee where borrowing will have the 

least inflationary effect , and we have done eo with what 

I believe to be moat gratifying reeulte. We can foresee 

with confidence provision tor the Government's fiscal 

needs tor the remainder of thia calendar year. 
. 
--But I am here tod-r to tell you frankly that I need 

your help in the fora ot l egi slation which will enabl e me 

to meet the much greater problem of the ne~t year with 

the same degree of confidence. 

The l egialation which we are preparing h&a a double 
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purpoee. The first purpo11 ia to draw into the Tre&IUrJ 

substantial additional funde out of the earnings and 

aavinge of the people. The second purpose ia eTen more 

important. It ia to reduce consumer spending directlJ 

bT withdrawing funde otherwise &Tillable for expenditure 

and to•reduce it $lao indirectlr bT creating a strong tax 

incentiTe to eaTing. 

The meaanrea we propose are two: first a tax on 

consumer spending which will reach into the lowest income 

groupe &boTe the leTel of bare aubaiatence income and 

wUl proTide high penaltr ratee for luxurr apendi.ng; 

second, a further lowering of the exemptions from the 

income tax applying to familr income. 

The two proposals will touch income• aggregating 

aome 65 billiona of dollar• and will draw into the Treaaurr 
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an estiaated aeven billion dollar• otherwise aYailable 

for consumer spending. But of thia total some four 

and a half to five billiona, although raised as a tax, 

will be treated not aa revenue but as a debt to the 

individuals from whom it was collected, to be repaid 

after the war. 

Revenue is not the sole purpose, nor even the 

primary purpose, of either of these proposals. Their 

main purpose is to reetrict conaumer epending eo that we 

saT avoid the perile of inflation in the huge financing 

prograa that we have ahead of ua in the next year and 

thoee to follow. 

It can be expected that the new spending tax will 

reduce in many individual inetancee the amounte which 

workera can afford to aet aaide tor War Bonde under 
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volunt&rJ p&froll deduction plan&. In preeent cir~ 

st&noes we can no longer afford to relT entirelT upon 

volunt&rT lending. The preeent propoe&le &re intended, 

therefore, to supplement the volunt&r7 purchue program. 

It ie our belief that the volunt&rJ 'l&r Bond progru 

has produced and will continue to produce & great 

contribution to the nation's war effort, not measured 

entirely by the amount of funds raised. This is due to 

the unselfish service that hundreds of thoueands of men 

and women throughout the countrr han ginn to it. The7 

deaerve the thanke of the n&tion tor the magnificent work 

they have done, are doing and will, I hope, go on doing, 

in encour&ging the American people to put their dollar• 

to work for their countr7. 'l'he volunt&rJ War Bond program 

will, of couree, be continued. 
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Our present and urgent problea -- -r probl .. -- ia 

to borrow the great amounte that will be nefded to 

finance the war effort in W&71 that will not contribute 

to inflation. InllationarJ preeaure ia created bf 

consumer demand exceeding the eupplJ of goode available. 

We an seeking in these propoaala before JOU to attack 

the problem at the seat of potential difficult7 and to 

attack it drasticall7. 

The control of prices is of course not exclusivelJ 

a fiscal problem. But with full allowance for all that 

can be done through price regulation, rationing and 

other devices to control supplJ, I think we shall be doing 

ver1 much lese than our tull dut7 if we do not deal with 

the problaa ae effectivel7 aa poeaible in the fiscal field. 
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What I have presented ia a method -- and the beat method 

we have been able to devise -- for accompliahlng thla 

reault. 

If the propoaale we make seem drastic, I should like 

to s~ with all poaaible eaphaah that I belien nothi.ng 

lese drastic will accoaplieh the results we aust have. 

This le no time for half-~ measures. 

I do •not merel1 recommend action on these bold linea, 

I request it and I urge it moat eerlouelf and with the 

profound conviction that it suet be done. 

• 
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CONFIDENTIAL 

...,..._. 11'1'1 •rT 

l eptaber 2 , 1942, 

Tho 'RCDorahlo, 

Tho Soorotar,r of tho Troaaury. 

Dear llr. Secrot&r,rt 

!baDk 7011 tor 7011>' letter concorninl 7011!' trip. 
I hope that it bao ciYon 7011 • .,.. in41catioc of oar U., 
aido of the war effort, 

Colonel Phillipo 1llto.,.od ae , on hill!.rotll!'ll, 
that you woro somewhat concomod about tho pJWonco of 
soldiora of the Japaneao race at Port 111lA7, Port Sill, 
and Port Bragg. I ban bad thia aituation iliYaatip.tod 
Olld found that thoro are about OliO hWidrod ooldioro of 
the Japanaoe race at each of the poat.o who fora part of 
tho at.otion ccmplo•ent and are aaoiCDod jobe ae truck 
drivora, laborero , and ai.tlar dutioa, Bach individual 
baa beon carefull7 chocked aa to hio lo7alt7, but at the 
aa.o tt.o the7 are kopt Wider aurToillaneo at oaoh poet. 
The Poet Caoa&Ddoro are cottine cood work out of thoao 
people and are TOrT dooiroua to continue the utU.isation 
or their oervicoo. 

In light of tho abovo tindinga, I .. confident 
you will agroo w1 th •• that the continued uae of thooo 
ooldioro for tho purpoooo and Wldor tho coDditiono at.otod 
1a doairohlo. • 

With war. roprda, 

youra , 

K"' 
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..... nl• • 

a. 1• tCNJ' s atM ,.. • ~"~ .. ~,,~, :n • ..... _ ~ .... ., ... ,~. 
wlU - .. I - I IS?he 
..., I•Jid 11ltll JW al .,._-a rwt •• 

l .. tetal r'tl•r· n .._....,.._ 
U.tl-~•" ......... ~ 
'"'•'• ul -.ldt ~.,.. s', .. .... 
JW 57 I te ....... , lt wUl .... te .. flit ....... _,.., ........ ., 
'1 suln f/6 an It' t.-1 ... - Ileal 
tliit ,.. .. ..Uu.l ta ... ...at ,_ ... , 
1• MW IS? Ill ... , 

... -till,.. ........... ,.,... ..... 
aU U. IIUlsiJr al ~ .W.,.. .. 
.,.,.. f.U. elft ... $ ' ll IIISo - '-\ wl .... 
will II wlD ,.. .. tile - f/6 ,.. I nf ¢II CiA ,..., ......... 

• 1aJ,, 

(llpel) H. VOJ'R'Uillaa, Jt. 

·~ laatNll. L •r , 

'· '· 0. -... --, ............ o..u... 
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H&ADOU~ JICCIID AR rcn•D DIY.ION 
OW.C. 011 1'118.,........ COMM~ 

/, ' ., -
' 

A. P. O. 262, 
Ft. Brase, ~o. Carolina, 
Aucuat 24, 1942. 

Sor •• Secretary ot the Tr••UZ"J• 
&abington, D. c. 

Enoloaod herewith are & tow piotureo Which were 

to<on during your rooont visit to the oamp or tho 2nd 

Armorod Divioion. Tho photographo olippo<l together are 

pic ture• or tho r•vi•w whiob you milled due to • mil-

undorot&ndi"' or or<lero by tho Poot authoritieo . 

We enjoyed your Tilit very muoh &n<l were torry 

tb&t you ooul<l not be with ut & lo~~ger period or tlae. 

Hope you oen call in on uo ag&lo aDd at&y & little 

longer. 

With kinde1t poroon&l regarda , 

\ 

E, U, liAlU.t~, 
U.jor Goner&l, u. s. ~. 

c CIII:I&Jld 1n , . • 
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..-,~tllet I o•wM U.. ..... 
• •JMial ... fll " 7 .. ,... .. 
.. • ..._ ...... Ia ., *'• u. 

I .._ •J'r - t!' na.:; PI Ia 
... ia&tP lo ..-1 .. I ,.. - ... 
tM ... teltio• I ..... ., ... ......... ..u ...... 'II ... 
el ... IS IJ7e a. .......... Mw -
.... ., fd1 te lo 0 I IIIII 

f?n F ,, 

(Slc-1) H. Mo!I'Dtbaa, Jr . 

• 

·-

......, 
91' 

\ 1\ . 
. ' . \ 

' 
' \ 

\ 
' 
\ 
' 
\ 
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wue- aYDM-

w .. IS.- ... 1, 1~. 'r ..... 
Oa a-te -' 1•- hiM 

(Ia........,-' ton.re) 

... ,.. . I 

,.,, I 
a.n •• , lvlee • !oW .... !oW 

• 112,8)6 • 51.re • 100,511 • )7,~ • 2U,II2o 
lto,711 61.~ l02.m ... 11),~ 

~·"' 911.711 1"', 27., 1"·"" 
• 725 76.171 U7,6o) IO,)U ar.~ 

~,117 67,123 J.G5,N u,;IJ 101,= 
,6~ 11,250 122,all 22, ) 1M, 

)7.!197 Tl.-71 ~.-., U,9fl =:= 10),1~ 1!)7 .9)0 ~.015 )),1!72 

151,1169 501.9112 "~ 77.559 )15.576 l,o6o,5'16 

"·'" )U,Q51 »M., ~·11!0 25),»1 70),1!00 
16,271 ~·)1!1 ~:m ,070 ~,22) 557 • .,. 
1),1102 ,.,. IMI,OO) ) , 1)9 5)0,,. 

101,005 )1),126 lt21,1)1 111!,1165 170.o6o 

'~·= ~.907 )27,)16 -)) ,1!2) ~.olll 159,611 '"· '71!1 »~·"' ~,UI n.~ )19.053 =·-'! 10),95} J50,016 ·"T 51!. 191,CIIII ,., 
.1,2115,11) .,.~.m .-.691.1151 • 61!7.599 tz.9lfi. 710 .. • .,.767 

t .Ul t1sv11 ... , tepod \ e wt\ll u.. fr-g• at tile Valtet •••••• oa __ , 
ot prooeete ot ealee -' '17aUe4 hew• ea'l'l ... '11o11b. 

t l'icve• llaft 'beea N'1111U4 \o _.,, tllft-' u4 will ao\ ,.-...n~ ... 
to totale. 
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~ 

Dou 

Co-hoa ot lept•'ber oaloa to 4&\o wUll oal .. 4vbc \lie 
.... lnlllbol' of 'bulllHI ....,. lll 4acu\ aa4 Jlll7 19112 

(A\ 1ooue prtoo 1a thou ..... , of 4ollara ) 

4&111' .. 
!!! .. I lept•'bor I """'' """" I J!OI'OOII\ !t, .Auu\ 

Sqtn'blr 1942 

1 • 19,1.62 • 19,1.62 • 26,267 • 28,1Ua 7).0~ 

OtUce ot tho Seore\&1'7 of \!Ia !raUU'7, leptaa'bor 2, 

c 

D1Y1 o1on ot Roooorch on4 ltat1o\1oo. 

Sou.rco1 All n.,...., ora 4epool\o wUil \be !rouvu of tile 1Jaito4 Stat .. oa 
accoua\ ot proooo4o ot oalu ot tla1 \o4 Ita too oartaco 'boD4o. 

lo\11 liCVOI llaft 'booa I'.,...,M to Maroa\ \llauu4 Ulll will aot M COI&oril, 

o44 to totalo. 

. -

19112 • • 

• 
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tJn!ID S!ADI llTIIDI .BOIIlll - 111U1 a 

CONFlDfNT/Al 
100 

Collpel'loOil ot lep\ellller ealee \o 4a\e wHII ea1 .. 4via& \lle 
, ... 111111ber ot "ov.et.uee 4al'e 1a ....,.., u4 J'l&lT 19112 

(J.\ 1teu price ill \~ ot 4o11an) 

llep\ .. Mr I 0 ,,,1,.. • 1•• ,. lnlllaell ..,. 

Dato 4a11T lept .. 'Mr 
I 

Alocu\ 
I 

l'l&lT 
I lepteQuu 

1 

1942 

• 11,6)4 • 11,6311 • lll,ollll • 15,121 

All ttcvn are .tepotl \ t wUb \lla freuver ot \lla 111ll h.t 8\a\n oa 
eccou\ ot prooeab ot ea1 .. ot-U..l\a.t 1\a\et ea.-tap boa4e . 

12 •• 

J'tcv.rea lla.-. baea r......t.a \o ,......,, \loo1aau4 u4 will 110\ ucenarlq 
.U \ o \o\alo. 
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UllfiD SUDS a.t.l'UOI BOnl - IDlll r AID 0 OOIIIIDD 

Co.,...ltoa or ... ,., ... aalaa '0 4ata vlU. ealaa 'viae tile 

._ na'ber ot 'bui.Maa &q. ill Joacut - J-..J.:r l,atl! 

(.t.t h ..... price la thouuAe or dollara) 

• 7.5211 • 7.5211 • 12,222 • 12,597 

All tt.car•• ara Upclel h w1\ll tile ha..,...er 9r tile lJa1 h4 Stat .. oa 

&CC011At ot prooee4a at aal ea or Ua1 te4 St. tea aadap 'boa4a. 

61.~ 

rtcur•• lleft Hill rcnm4e4 to ....... , tllo ......... wlll aot lliCIIO&rllJ' 

ad4 to total• . 

.. 
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llall I 
I 

1 
2 

~ 
5 

1~ 

~l 
IT 
11 
1' 
21 
22 

:~ 
25 
26 

loltl 

ltrltt I 
Ac\v.al •r'" I ~\a, 

I lop\, l I lop\, 1 
Dallr I \a \o 

• 11,6 • u.6 • 111.9 
)11.5 
55·5 
11,0 
91.} 

111;5.;5 
16C.S 
19;5.11 
220.6 
2;59.2 
272,7 
2U,2 
:507.6 
J27,2 
~·1 .~ 

~99.6 
~·1 II . 2 

1157,1 
1111.11 
1197.11 

5~·7 5 .2 
570.0 

TT.'Jfo 

1.02 lal•• of uu- ...... ..._. llollla 
lophllhl' 1, 19112 

~ wt\11 ooloo ... ._for- porto4 
(.b h8U Jl'lM la mUlou of 4o1loro) 

• f.5 • 1·5 . '·~ 16. 
101,7fo 

26.~ 

~.6 ,2 
58.1 

~·· a~~:~ 
90.1 
99·7 

105.0 
112.1 
U9,2 
125.7 
1;50.5 
11n.o 
1117.0 
155.2 
16;5.11 
171.0 
176.6 
188,7 
195·5 
205.0 

u4 

• 19.2 • 19,2 

Ac\v.al ooloo flcV•• art d.opodh with tilt ~or of tho U..1h4 StatiO oa aaoO'CIIlt of :procoo4.o of oolll of 
Unito4 Staho &&Tillco 1>oa4o, IScw'•• haYO l>Hn rou4o4 u4 w1U not DOOOtoar11T o44 t o \otalo. 

~Ia tatoo into aaoout l>ath tho 4ail,y troll4 4111'11lS tilt week all4 t he aan\hlr troll4 duriA& tho 11010\b. 

• 21,1 ... ~ 
51.1 
11.9 

u6,6 
1lao.5 
201.~ 
2}6.6 
270.1 
,305.0 
}29.} 

:572.~ 
~},2 

'·~ "'· 1175.1 
1195.9 
51aC).6 
562.7 
591.~ 
620.~ 
6~. 
6711.0 
721.11 
71111.7 
775.0 
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TREASURY DIIPARTMIIENT 

INTIEII ~ COMMUNICATION 

TO Secretary Mor,.ntbau 

, 0 0 ., llr, Tholllploc>n 

103 

DAft hpt.o.ber 2, 1942 

I hno looked oaro.tull;r into tho poooibillt;r of aohenc1nl ;rour 

Buick tor tho Cadlll&c, but rocrot thot appaNntl;r thoro 1e DO lepl. 

W&f to accCIIIPlloh thio. Under ~· of tho l.,al otticoro, in .., 

exchanp ot thi.o nature there ...t bo .., appropriation aYaUoblo to 

pa.-r tor tho article acquired b;r exch&n&o, thio bol..na oo booauoo ct a 

well-oot~bllohed rulo W\dor Dooioione of tho ~roller O...oral thot 

in the aboenco ot .., uchango ototuto (Cich 1e abMDt in tho PJ'N­

coao), .., appropriation ...t bo cbarpd tor tho tul.l price ot tho 

article acquired, tho tracl8-in Y&luo of tho article diapoaed of bol..na 

covered into KiocoU...oouo Roooipto. 

OUr appropriation tor tho car tor tho Seorotar;r ot tho Troaow7 

provides ool;r tor •uintC~&Dco and repair•, DO purchaaa autborit;r bol..na 

included. Speoitio autbor1 t;r to purohooo io included onl;r oYor;r throe 

or tour ;roars when a new car ia authorised • 

• 

' 
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TH£ WHIT£ HOUS£ 

WASHINGTON 

2 Septeaber 1942 

11;y dear llr. llorgentb&us 

1.04 

For your 1ntona&t.101l I aa attaching 

a MIIOJ'andwa which I recentq reca1Ted tree Captain Ralph 

Darleon, tho Aaaietant Chief ot the Bureau of Aeronautics. 

This appear a to be tho la teat in-

f oraation on the llew Backenaack airport. 

Attechaent 

Sincerely your a , 

~~.,..c.. 

J'OHN L:"'"llcCREA 
Captain, U.S. NAvy 

Naval Aide to t he Preeident 

'l'he Honorable Ho~.·gentban, Jr. 
SMJ'etl.r7 ot tho Treasury 
Washington, D. C. 
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NAVY~ 

BUREAU OP' AI:RONAUTIC8 

--Nim:IN 
!!!!Q!!!~!l.! 

28 Auguat 1942 

For : Captain John L. McCrea, USN, 
Naval Aide to the Preaid•nt, 
The White Houae . 

1. Under date ot 2~ June 1942, the COIIIIII&Xlding 
otticer, Naval Air Station Anacoatia, submitted a me.oran­
dum to you relative to the hazardoua tlight cond1t1ona at 
the New Backenaack, New York, commercial airport . Thia 
memorandum you torwarded to the Bureau ot Aeronautic• to 
mAke representations to the Civil Aeronautics Adminiatratidt 
for remedial action. 

2. 
vised th1a 
remedy the 
liaved the 

The Civil Aeronautic• Adminiatration has now ad­
bureau by recent letter of ita inability to 
hazards of the tield, but has stated that it be­
War Department would shortly acquire the tield . 

~ . The bureau baa veritied the tact that the War 
Department will shortly acquire the field , in connection 
with tlight indoctrination to be given U. s. Military 
Acade=7 cadets at nearby West Point, and the bureau has 
been verbally 1ntormed that the War Department will illlprove 
t he field so as to e~nate the dangeroua obstructions 
surroundi ng the tield. 

Copy to : 
CO, HAS Anacost1a, D. O. 
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... lloit. Nl ... ~ ..... ~ ......... -...- "' ....... 

lletllA - do U, Ul4 "'-~ - .PI'•..W- ._. u lllPt 

ban a bad pqcboloc;S.oAl ottecr\ to loan .u,.. .-... .,. at "'­

rr.u...,. u u .-14 ....... dl~tlla w pn • a da'in fer _.. 

.UTar trca 11>o !rauiUT• Jllr, at.w Ml.d \bat lla did~ npn .._, 

.,.,-t u 111prao1n AlthOIIP u..., loan ~t. 

Jlr, ~ a:p..-..4. prat- f•IYrfSac ~ lfatala .Ill .. 
alrial<a Ud.o -aut.tea AlU.ftllt ba ..r.Ltt.t~ tbat w.P.B. OOI1ld 

prorl.da the ~ 111.~ • 11-" of Mll'l'lten M''"'ll ld&b pri.ol'lfr 

rattac• tor WI' ~ wtaJH•I 4,9 lllll1• -· 

11r. 'llttiald t1a011 potaWd •' tllat 1t -u taka lalla' tor 

llotlle _..,."' e.U tbaa t• t11a 1Jooonl71 boo•• tMif -u 
baTI \o go thro .... tlla 1'1'•01• of aottiDC 19 ca thlllr boclb U.o 

DICIIIIZ7 &cO~ tflr tbe parpoee. • UW I i.f \be trMnz7' Cll" 

W,P,B. iD&letod ca b11riJ11 Kotila liN- IIMdl.o u, lla .....wtlilol 

to h.t.TI ., '1dntca \bat t11a 'l:MIGI - .... aw..t \o dt.epooo ot 

tbe 111lTCZ' •d ho wo'Alcl llko \o ...,. a ow~ of t;bo _, at 

tbl lil'fll' \o tM 'lii&IUG) - II$ ..... tbat - loa wwlci bo 

euttorod l:ir IAitala lllalll'TI. 

*'• ~ etatod tllat be -u lilol to ru ·ddel' tho CJIOOtloa 

'11tb 'I.P. B, ottiod.all¥1 and 1t _.....,.lien a latter -t tree 

*'· llollon \o tba 8ocl'otaz7 1.Dd1oat.1JI& a prot ..... oe, 1t thoro u cma, 

tor hiT1Dc tho -eaetot.ca 10 t.hrGalh Mttala -.r.o. 

1.09 
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fre..ury Ptpar~nt 
Oi vision of llonnal")' a .. earcb 

The Secret.aey decided tbat. 

l etter should not. be lent. at 

H.D.W. 

101. 11!1TI 
Branch 20~8 - Room 214~ 

.... 

.. 
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TREASURY DEPARTMENT 

WUHINOTON 

Jle&r llr • Obaaoella' I 

Duriq tAe pUt 18 -~ tbia Outea-t, u JOil mow, bu taaD 
...., atepe to ua\J\ ~ Britull 'h-euurT in bot1ld1Jl& ap a ,old. &Dd clo)lJ.ar 
bal.anoa &Dd 1.D u1JI .. 1n1D& tut bal.&Me at a U..l 4--.4 D&Ge&&U'J' tor 
the ett1oiMt JII'OMDilt.ion of tAe ..,.. Tba OOIIpl.att.on ot -al arr...,... 
MDtl betwMD tAe ..,.., &Dd tM Brit.iah ~ Oouoil 1D lort.h -'-rioa 
.,U.e tbil &D ...... OJdate tiM to HYi• tbe IMCIIIpli'"'-ta of t.llia 
prop' ... 

!'be total of Da1te4 Stataa Ouwa t pvobuee of lk1.tiah r-n· ,,._ 
taoUitt.ee, -traota, &Dd pro4llota- ~.to"*" 1400 w1ll10!1 u 
toll#lrea 

fr&tlsl of f'«' 111:\M 

2. llaohiDI 11111 pl&llta 24 
Btlttalo .lru Coepav 
Colt& fat&Dt nz.- ec.p&!Q' 
~ &taD4ard v.m.tacturac eo. 
lel~q...Jiq•• 1lbaal C.p&IQ' 

3· To44 llld.pbn1141q taoiUUea l2 
'lodd Ca '"oraia Shipbn1ld:1D& Corp. 
'loddo-11&~ llUl Sld.ph•1ld1q Corp. 

4• OU.. tao1l1Uea tar 'lllioh paroiiAM 
a,11 nta .... bC.J1c ...,.t1&tecla 

._ Jer"T l'llooder C :-v 
l'aotar<l Motor c... ec.p&IIJ 
Ovtiu-Wript CorporaUoa 
O...alllotara CorporeUOD 
Plall.MD 8tud&r4 c... life· eo • 
.l'reiH4 8teel Car C; VIIJ 
u.. :r.oo-u ... ec.p&IIJ 
llepabUc Steal Corporat10D 
~ Cazetri.S.. c:c..,.. 
...,... .... Ceapa!Q' 

Regraded Unclassified
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tr·n•r.•• e' •• r· 
l. *·t:.~ .a..oua 

Celt• ~' n- o a a 111.,- 't 'rrt :s n a a '•r o.. 
r.lM!r , .. ~ a a a 

2. t_._._...o a a 
'1'lle -- ~ taU .. 79 'w ..u.d , • 
..a rehftd8 of 16 al'l~• ud nUIIt 
b'• ...s.-..t. ~ 1129 ... , •• , .... 
eYtll' tM ""-..,. 1 ...... tlla\ 
tile lriua -tnn tttr u. pr•an 
of \b11 pla'lt- •' a !in .-Lt-
-'• ad- ... -'• .....,_, 
1Jiolu.ol .. 129 ... ,. ... . 

3 , ... J•W1 ,.._. C I ¥ 

4• VGl.t.oe -'UplaN 

s. Roeinpa .an. C s iJ 

6. lllrrace Ani C 1 II' 

?. Jlack ~.. IDoorpoz .teo! 

8. Preaaed Steel C. C MII'I'D'J 
'1'111 pro 11m "'7 -t;raot. tor tll1.l wee­
tv ca111 tor ~'- ""' w .....s 19 
111lJ.iOih 1\ 11 apeo\ed t.ba\ \bit \etel 
~ 'ld.U bit &boon 16 mll1•, 

8. ~ .. --aat.a . 
IJaMr t.a. t.na of t¥• tr..tw tM 
War Dsrrt to.,......,._.._ 
.. b •• ~- 44 ..-s.ua -traat.a 
tt~t -..d.UIIl, •p·!c'11ftl1 ud ....,., 
.,.-.pt.tq 1114 mu• ... 

1. Airoratt 1'-
.Aa Add1Uo.al M-' • tbtM 
1'-01 11 apeo\ed - .. m.. 
ot tile u'*'iall clt"*"'-4 .... 
~ cl.wrrdMd. 

Clrlll4 feW 

•• 
6 

49 
l2 
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2S 
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6 
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file ....,....u.. ~ tM -.r P 5 ; '• *111ft-. , ,,.. •• 
tbell ''•"~' adtMII.e I ftldGwpw ??a liM 
_. poeld.ble tile ~ et tiU ,. .. _ 

Sir 11Ap}A!7 'Wood, 
!be a.a-u.r of tbe •c· 1 
Lobdoa, JaelaDd. 

y~ .... ._,_., 

, 

. . 

• 
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l:lo:BAJA!lA DE CUBA 
11aahi n8ton, D. C. • 

.. 

llr. llarzy D • .Ute, 
Auiat&nt to the Secrctazy, 
Treaaury Depa..-t, 
*•Mngton, D. C. 

lb' dear Ur. 1\'hite: 

August 1), 19~ . 

r/1 th reference to DIY .. pbono co,...reatl,on 
ot yeaterday, and pursuant to the eucaeation lade 
by llr . E. 11. Bematein or your Depart.ent , I be1 
to encloae an infomal letter addreaaed to the 
Secretary by the Alnbaaaador, enterin1 an order 
!or the purchase ot appl"'lliMtely ts,ooo,ooo.oo 
in BOld , pursuant to the eve-nt ot JUly 6, 19~. 

.. -

Sincerely youre , 

1•1 Raonl Herrera-.\ranro 
Raoul llerrera-.li'SJI80 
Secretary o! floaa8)' 

• 

• 

Regraded Unclassified
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EH-..ADA DE CUBA 

WASHINGTON. D.C. 

DII"ORJ.!AL 

Honorable Henry !Jor genthau, Jr., 
Secretary of the Treasury, 
•lashington, D. c. 
Sir : 

August 13, 1942. 

Pursuant to the agreement ot July 6 , 1942, 
under which the Government or the Unit ed States 
undertakes t o sell gold to the Government or the 
Republic or Cuba from time to t ime under stated 
conditions , and to the instructions received from 
my Government, I hereby beg to enter an order tor 
the purchase of approximately $5,000 , 000 .00 in gol d , 
said gold to be earmarked for t he account of the 
Treasu1·y or the Republic or Cuba at the Federal Re­
serve Bank of new York. 

uy Government would wish, if this be agreeable 
to the GOvernment of the United States , to make pay­
ment tor this gold at the Havana branch of any American 
Bank which the Treasury cay designate, upon receipt of 
notice of earcarking and total cost thereof to the 
Cuban Gover=ent . 

Regraded Unclassified
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Rf1£L Ia· m. 

• 
tao 

CXII'I 10 • .L1 

lim· Dari&lc u.o 2lld llop- u. - - , _ _.. -
tra~ 1J1 tho .--t at ALa A IIUDJ ri\11 \lieU n.a ""'*'-'~ _, oa 

~ oei'MII. o..r aiJI tore .. t • - la tllelr tat\l.e pooiU.. ell c1a7 1011...,ot 

bclnsqapl. In- -honicel t.tuwoport ~ .... -.cod eCIII'~-·•lT _,'"" 

orUllory 1114 by OW' .. 1>111 .l'oroeo la the IICUtb, Ov ~ \roope eonru. the 

collont N•uHo or the R.A.r. ba.bing !'hiob tosothor With \he u\illery rtn .... od 

uny c.aaualtlta and tin-e and. kept the &nell)' ..obaA1oal. tn.neport on t.M .on. 

Ovlac tho ni&bt 2nd/3l'd ..,_ la&pro woN atwckod ODd the R.A.F • 

.o1t wcc.,IM bl:.bin.& an. the but t.a.rget 7at eeen 1n • looa.Utr about t.oo mUes 

_Ibn .. or Ala A BUI!Il!. 1.t tint Ugbo .., 3:d '"" ~ llll.roll pabod 

ward into olooe ca1\oot ldtb tho .._ pro-1.1 .. - ODd n 1330 air reoCiliDsl 

M6Ct Npor~ a patral cmo.;r aov-..:tt. WNt-ud 1A,. t.brM MiD c~ 1n tbe 1:aek 

aroo. In the fo....ard """" tho OD""7 111-.... Oll;htq. Ol&r toreoo ocmt.lnuo to 

blrua IU.o ,_ ell lidoo. 

OPf?L Ng. lQ6 

tonnatlon roceh'od up to 7 A.M., 4th S&ptoebor, 1942. 

1. AIR OP!WlOtfS 

!ESIIN! mli!I. HigM 2nd/3rd. 

ot n.z. 1114 180 t.ono or l.n<>on41aries incluo!inj: 54 4,000 lta. and S6 2,000 lb. 

Tbtr) •• M17 •Ucbt. btu and cl"'GW3 wor~ ablo to pln-polAt t,h., objoct.bo. Firoe 

'""" well 0«\cont.n.t.od and ~ tbe: tad ot tbe a t.tack YOr'f l.ru-p nroe 1fOl'ot ro­

por\.>11 'blutnc in tb~ c..,t.ro ot til> ......, ...s in til• doou With - · rllilla to a 

IJ'tftL boJ&ht. O.tenctl .. re al.i&ht. to -=dorato and thor) wtN tOifl nlcht..flabters. 

)r4. F-1•• on0117 aJ..ron.tt CJ'OII.ed our coo.et-1. Sp.lttiroa d~atroyod o/ 
and claucod anothor. 

)ret/4th. !J..O'f'QO._ bo-Nn w4~.0 aGa'- \o ••Wlok 111100.. "hfo a.t'O ID1CU11n&• 

.llllln• llt/2nd. ,.,_ t.Mico and tranopor\ woro ocnti.....,oly ba.bod 

Md ooneid.orablo duaco .... Wlicted on .ooba.nioal t.nn~port.. lOBRUJC waa ~lao 

boool>od, A ~,500 t.on ohip oouthbollnd oft Di!IIIIA HI hit by torp...do and cno\b>r ohip 

in \bo - ...,..., by ba.bo. 

2nd. lin ba.l>lr ...s fPl tiibter -uao ...... t~. lnCli07 OODConl.ra­

t.iau ...... w.bJtcto4 to teo at.tacte. rom-t.o. an__, a.lrc.rat\. tNr~ -.~, NYC 

.,...ba'blT dee~ ODd --~ by ~ten and fC>ll liON nra d~ by 

Oftt.l-t.iJ'Crll'\, 1• at - rtpten aro -iDa l>o< t- pUoto "" ...ro. 

lr4/4tll. o..r t1.......rt att&cbcl ... .,_.a.,...., orr DOIIA ldttlag • 

dlltraJ>r ...s 0 -.,.. Regraded Unclassified
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MZDITER!W!EAN• let. U.S . boolbero hit n ahip at RaWa.ICII, OIIGI'6. 

2ncl/3rd. Naval aircraft eoorod two torpedo hits oo aD .. oort.ed 

5,000 ton veuel oft CAPE SPARTIVlllfTO (l'l'ALt). Tho ship wu later roported 

aiJ'OW'Id. lfslllDatona hit ~ 4,000 ton tanlcer orr tho !feet Coeat ot GJIKICE. 

J!!!l!I!A. )let. u.s • ....Uua boolbero with !iaht.>r oscort attecltocl 

barrecu ware!lowsea and the reURT tora1mla at III111lliNA. 

2. !DIE §l!i!!!!m 

testerdq 110n>1na two 500 ItO boolbs drop,>Od troll a low bvol ot 

SELBEY ..,.,.,cod and oxplodocl 1n tho nir <luoaalng 100 housos and causing n oo•"li•)o­

eaolllllt1oo. Four H.E. booabe wore dropped on a railwa,y station 1n ~£T 

blocking tho 1D111n Great Western Line for a short tilllo • 

.. 
• 

• Regraded Unclassified



Of''ICIE Of' tmtA'nGIC iiiRVIICD 
w<M~•••wae. o. c. 

• 
Sept.aber 2, 1942 

The Honorable 
"nle Secretal'1 of the TreUUlT 
Jashi.Dgtoll. D. c. 
Dear II8D1"1 : 

"nle att.acbed ia a 8u.al"1 of the 

Jeekl,r Intelligence lleport iaaued b1 the 

Britiah liniatr.r of Intoraation for the we~ 

of August 28. 

Sincere)J', 

JilliuJ.~ 
DireCtor 

Regraded Unclassified
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SECRET 

1. 'J'he deliYer)' Of ID UDitated Du.ilel' of DW t1})e SO 
loca.otives froa GelWIII1 to Rcn.ania Uld thought to-lie 1D 
the order of leYeral ~ 11 Aid to be alllllnd • .U.O, 
ROUIIIDia ia to receh'e 60, to111 of raU. f1'0a ~. 

2. ~portl, 1D which the detaU. ara .,.acue •at that 
rail fre18bt traffic be~ Tarter IDd Bulgaria via the 
Maritza Bridge without tr&n11hip-nt at the border bu 
been reestebliabed. 

J . GelWIII1 ia now H!ldi.Dg two to three locc.oti't'es a 
dq, and 42 freight care 8't'ery other da,y. All ret it 11 
not known wbether tb1l ia UDder the Clodius agree nt or 
under earlier arr&Dg-ts. 

4. 1100 locc.otives which the Gamins requiaitiaoed 
fro. the French have been taken over froa the lord region. 

5. The llontecatini alUIIinla plant has been havins 
difficulty with the petroleua coke which it has been 
receiving froa GelWIII1 for electrode purposes. Italian 
petroleua cote baa been sent to GelWIII1 for processing. 
The ash cCDtent baa been found eo high as to t.pair aerioual,r 
the uaeful.neas of the uterial upon Its retum. 

6. An intercept abon that Irupp 11 redeaigJiing loco-
IIOtive bearing l_,ricatiao ducts to avoid clogging which 
was uperienced last winter on the Russian front. 

7. In IJDtbetic oll unufscture the substitute for 
a cobalt catal.Jst Ia siDter.d iron ore of a special trpe. 
In 11111 Gel'UIIl illported about 4000 taos of t.his, and in 
J1me 6,8Sl tons. 'fbe pliDt for the special treatMnt 
required by t.h» ore is of the type which ia required for 
nickel refining. It ia thought that the Oppau lickel 
refin81'7 has a capacity just sufficient for handling 
Petsuo ore. 

Regraded Unclassified
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8. There 111'9 reports of french aachine tool instal-
lations being disuntled and shipped to Ge1'11Bn1, and the7 
are particular~ prevalent in regard to the Renault worka. 
These are regarded with reserve br 11.1.1. 

9. Under the nn decree, paaseJiier travel on Geraan 
railroads is to be confined to thet essential for war par­
poses. On the other band, the freiibt poeition seas 
elightl1 easier and although goods •ill not be needed for 
some illontbs, shippers have been urged to aove thea before 
the harvest season. 

Developaente Regarding Shipping 

1. It has been announced by the Geraans that the7 
will move idle cargo handling aachinerr froa Bolland to 
Baltic State porta where installations were dest.rored b)" 
the retreating Russians. 

2. In July a cargo of rails was shipped to leaours 
from Marseilles , perhaps for construction purposes on the 
trans-Saharan line. Reports on the rate of present con­
struction, if any, of such a line 111'9 unsatisfactory and 
conflicting. 

J. Intercept source indicates that the French ship 
Nevo arrived in Marseilles via forth Africa in August 
having left Hanoi in Jul7. Cargo particulars are not 
available. 

4. All Geraan coal for Finland and Sweden aust pass 
through Rotterdaa. This a43 be designed to increase· the 
carriage of Swedish iron ore to Rotterdu in addition to 
easing Geraan coal transport probleu • 

• 

SECRET 
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llobert 
llo\1 .. 1 

HMJr1 

R1 

RMJr l 

R: 

IIIIJr: 

I I 

IIICJr: 

R: 

1111Jr1 

81 

R: 

IIICJr: 

Ill 

1111Jr1 

R: 

1111Jr1 

R1 

Qoo4 ll0l'II1Da, 
I 

Bow are J01lt 

dl'. 
' 

I 

rrett7 s oo4, an4 JO\It 

I'a all r1Cbt. Look, 
t o baTe eoae of tbeee 
or wei t till '!'ll .. aa,t 

125 

llo\1 .. , 4o JOil tll1nk I O"'Jlt 
llon4 people town toaoi'I'O• 

J'l'oa ••• Yos. 

I tll1nk u a1pt be a po4 14 .. to ban ~- down 
tOIIOri'OW, all'. 

You 4o tll1nk eot 

Y .. h, beoauee 1 t - J Oil want t1ae to aake 11p J OV 
a1nd attei'Wal'de rather than b e hRI'r1e4 on '!'llee4&7, 
70\1 •••• Xonda7 be1n& a Labor Da7 bol14&J. 

Well, now I oan &1Te J Oil - oan J Oil ooaet 

Yea, I oaD ooae. 

All r1Cbt, well, let'• .., I &1Ye J Oil troa ten to 
el tYen, and troa eleYen-f1fteeD t o twelYt. 

Well, oo1114 we - DOW I wolll4 like to ttt tba 41e­
OOUAt fello••···· 

Y ... . 

• • • • aD4 I wo11ld like to '", wba t' e-'bie-naae • •• • 

Dt•1aet 

DIY1Dt. 

Y.U. 

Regraded Unclassified
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a a 

J111Jr1 

a: 
JIIIJ'r c 

a: 
JIIIJ'rc 

a: 
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AA4 I•u 1 .... 1be ren •o fOil. 

All r1P'• eu. ._ abft' o•te14e In ront 
tov eo..t.Uee pnUf Will OOYII"I ._,, 40 .. 11'' 1" 

Ob, l 'b1ak eo. 

Teall. 

lo. ... ,, 
lo, u4 fou'•• P' aoew. u4 Ob1oaco aa4 ••· ~ue 
1n JOIU' 0 ~II" CJ"O'IP• 

JIIIJ'rc telh, Jelh. Aa4 1 14 allow ~ .. teUowe •••• 

Rc 

1111Jr1 

R: 

IIIL1r: 

Rc 

IIIUra 

a: 

!lflll'J alDU, .. t 

!wtD'J ainu•••• 1••• 
JU.pt. 

!bU aeue l 0111 ... ~ .. 1D U lllov. 

Well, l'U- 1 111 ooDt1N Wbo 11 Mel .. u4 t.lle ap.. 
po1DtaeDU later. 

tMJa •01114 1011 - wo1114 J OU 111D4 - DO, fov'•• "' 
~ je4.. Le' L1nh111D' Oo•,D41J' I•IJ!b•• kllow. -

BMJr: at.•• 1t 'o b1a. 

a: teah. 

Dol'ra ftaaDk fOil. 

R: llp,, 111'. 
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Operator a 

JIIWra 

Judge 
Rolt!IMDI 

JIIWr l 

R: 

HMJr: 

R: 

BliJr a 

Ra 

BliJra 

R1 

BliJra 

IDL1r 1 

R: 

RXJr: 

R: 

Bello. 

Jllde• llo••-· 
Rollo. 

Rollo . ... , 
You . 

IIIIa\ J OU all 441.Jict 

Whore are 7011t 

lore 111 tho boaMll'J . 

Well, ( laupo) 414 llro. llota \Ill 7011 I phoao4t 

Yeah. 

Oh, well .... 

!bon I got th11, an4 I WOII4ert4 1t I oolll4 Jill\ 
walk aoro11 w1th U, llooau11 I'a all l17 AJ••lf. 
boi'Jlloq' e oa tho R1U. I a oe4 a 11\\le a4•1oe. 
I 4411 1 t u4orl\an4 1 t. · 

• 
Well, 711, ozoept \hat I - I cot t o go 111 wUh 
hla. lo' • 11e1q tho t our tara lao4ero to4&7, 
an4 tlaell tho •••• 

llbat Uaot 

At - at ole•on , an4 thea at ole•en-th1rt7 he'• 
go1q t o 111 the labor lao4ere, all4 I 10t to lie 
1n w1 th hla oa both. · 

Yeah, well, whea - what - what are 7011 441111 at 
l 1111oh Uaet 

Well, at luaoh I han a 4a\l. I' ll - W'hJ 4011
1 t 

I ct•e 7 011 - 44 7011 nat t o aake U ooaet1ae 
thle atUJ'DOoll, llfoaue we 're DOt l oanac aow 
tUl t on1pt. It I MID ohiJIII4. 

Regraded Unclassified
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JII&Jl'l 

J\1 

IIIIJl'l 

J\1 

JII&Jl' l 

R: 

IIIIJl' l 

R1 

IIIIJl'l 

Rl 

RXJr: 

Rl 

IIIIJr: 

R1 

1111Jr1 

R: 

IIIIJr: 

R; 
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Oil. r .. , I aean tile o~ appo111Wft\ I oaa'\ 
o~Yqt 1a tl'~ \hree to \hrte-Wr". 

Well, lell1'7, wtv - .._, doll 1 
\ we lUke U at - well, 

let'• '" wMt'e O!t11Yft1Rt. two o1 olooltt 

~ o 1 oloakt 

All r1p\. 

Where Will u bet 

II)" t.bat Uae J'OII 1ll han ... D Jlalldll)lpb, won1 t J'OIIt 

Well , I doll ' t Jasow. It 1 • on the 1111. 

Well, 4o JOU ~t t o lUke 1t later, beoau .. 1t -
there reallJ 1ea1 \ aDJ twMt on U . lflaJ d011 1 t 
JOu talk Witll h1a t1rett 

Well , 1t I oolll4 lUke U - ooul4 I •••• . . 
Beoauee we're not 1 .. •1nc now until after 41nner. 

What are ' J o• 4o1nc around tourt 

r oUI' o'oloakt It'• olear ao tar, Jeab. Want to 
.ate 1t at toa7t 

r oUI' - tolll' o' oloak would be pel'teot. 

AU 1'1pt. 

Well, ae Ileal' al I oan aake Oll t - b&Ye JOII cot a 
.. 00114! 

r.u. I ••• _ 7011 •••· .-t - I tell J oa t~t~at 
b&~nect. 

r.u. 
Je COt a Ye1'7 to.ch letter froa Bu4Ce\, JOII kDOW••• • 

r ... 
••• • ana lae\ 11~t at abollt eltYR o'olo~.~fll 
•• f1n111lle4 on the Will w4aJ, b.e ea14, -t • 
••• tb.e Or4.r 111 1 t l preaellt fora.• Be a~e4 
to p - be l'MllJ went ~ U tor t.ba f1J'tt 

'~··· · 
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1116Jr: 

Ill 

II: 

1116Jr: 

II: 
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leah. 

• • •• ud non he .... So Shlo W .. , !'Sold b1a JaaS 
wbat She taoh wore, &baS llm\h wao lt10k1DC aDd ba4 
oent Shea a laUer, and~ M1'4 ·be r••bered ~· 
letter and he'd read lS •••• 

llbU wa a 11m Sh Ill oklftC •• • • 

• •• • and be wanhd so sake out &bat part abouS tlaoal 
polloT. aDd oo \ben bo - be reallT worded 1 t She 
war u h now •••• 

h'C •••• 

• •• • aDd be pus 1n - I aald, "'ftle .... Wnc woUld 
applT to Kooloo ao, appl1 .. "lo le11J'7, 1 oo he WI'Ote 
1n UI&S aeabor ot Sbo ft .. ene .,ard- GOYemor ot 
the B .. eno loard. 

1111Jr1 Yeob, bus wbat I don' s underaSaDd, Saa, 1• Wo, 
aDd M)'be - abould I WOJ'J'T OJ' aboUl~1 S U Do TOU 
1h1nk •••• 

R: 

IIIIJr: 

Rl 

IDUr: 

Ill 

IIIIJr: 

Il l 

IIIIJr: 

lo, I Sblnk 1s 1o all r1&ht, RoQI'J. ' 

Well, let •• Jll•t sake one ooeoad. 

I aean 1t 7ou want ' DJ op1Dlon, I Sbink u'• oU7. 

Well, I - I 1 a aaklDc JOU JIOW •••• 

llllat W• 40oo h So oxoapt 10u f1'011 41root1no, 
and aorelT oqoo that wUb roopoot to JOU and &eoleo 
on - bow' • be aos 1 t - pabllo roveauee. • • • 

Well, los •• JuC' rMd, booau .. u look• - the war 
I rMd U, U looko ao Ulouch U eu.,J.od Uf oat • 
.., I Juos sake one •••• 

roe • 

• • • • Shore'• one word Shore - 'but the a4a1Dletra­
S1on aot1vlt1oo rolas1na so Silo ~Slonal eoonoaloe 
aball r-1• W1 Sh toile dopartaonU and agono1 .. now 
reeponalble tor euu aouvulee, but eaob adalnl.­
t:raUoa 11 to oontora so She 41root po11o1ee 
hnod b7 She adalnletnsor, oxoopt wull rupeot 
t o She pubUo revoouee . ... .. and eo torCh. low 

oont. 
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R1 

JIIIJJ' I 

R: 

1111Jr1 

R: 

RMJr : 

R1 

HIIJr t 

R: 

IDIJr:. 

R: 

IDCJr1 

Rl 

' 

1.30 
- ~-

Wa - ·~• a4a1ahua~r lbal1 01117 aka nCIIl 
raoo•eD4&Uoaa •• he 4ena 'fl•"l: ~ ~~· 
8eora\ar7 of the !l'eaai&I'J. • a 1101'4. 
1 4111rabla1 - I 4oa1 t '11114erataa4 U. · 

Wall, he oan - eball oal7 .aka auoh reooaaeD4at1oaa 
u ha thlllka Ulolll.4 - well, 4adrable- wbat he 
thlllka oupt to be 4oae. 

Well, he ooul.4 - ttaet •••a• he ooul.d tell •• &aJ­
thlq. 

Well, oalT re-an4aUoae. Bat . ~· 14M of ~~ 
exoept llaa1ne .. 1a thet J Oll - 70• "'• 1t aqa 
ttaet TOll Ulo~d follow pollq - thet all aholll.d 
f ollow pollq u oept TOU aad &oolaa. 

Oh, and ~t u he ••• • 

!hat waa ttae•1ntant1on of 1t. 

Well •.•. 
• 

You •••• mere 1t •AT• •••r7bo4J alae - the a4-
81n1atrat1on - the a481n1atrat1Ye deta1la are 
lett with the 41fferant deparwanu • • •• 

Yeah. 

• ••• llat aa t o pol1oT •••1'7bo«T baa to f ollow 
llr. X, and ~en 1t ...,., exoep' ttaet •• to reYenuea , 
etoatera - the ~1'7 11 7ou 4on 1 t ban to toll­
ttaet pol1o7 , . and all tbat lle oaa 4o 11 aka r•­
•eD4at1ona to TOll• 

You th1llk 1t 1 a all r1pt. 

I th1llk u• a all rlpt, but •• oolll.d plat 1n aa.e 
1101'41 thet - wall, tbat - I wae WnklDJ of a "AT 
of paU1DC 1D tbat TOll 4on1 t ba•e t o follo]! the 
reoo .. an4at1oaa 1f TOll don't want to - I •eaa, 
tbat - tbat wolll.4 be a atraas• laDJUCI 1n aa 
Order. · 

Well, Wbat I -• thlllk1DJ - of auoll reoo•enuUone. 

Yeah. 
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I - I ..... I 1a aot a laW7er . • • • 

teab. 

•••• •to \be 8eoretar7 ot tbe treaear, AD4 •o the • • •. • 
- "•• 1• \be 8eore\arJ ot \be freaeur,, de• 4ee1r-
able.• ~ JOU ·~e Wbat I aeaat · 

Well, ao, \bat 11D1 t - fllat woli14D't be- that 
wouldn't be l'ipt 1t 1t ••- \be purpo .. ot tb11 
h to aa1 tbat 1t be NJI to LeoD, 1 t ou sot t;o 
ra1ee tbe pr1oe• •••• 

teab. 

• • •• tbat LaoD 1 1 sot t o do 1t, J OU •e•···· 

!lab. 

•• •• \bat tbe rrloll ba"ll to b• rat .. d. low 1t ba 
I&JI to J OU0 You SOt t o 1 .. UI a \brll par OIDt 
bond 1nltHd ot two pll' 01nt boDdl, 1 tbat'• Ul'llT 
a reooaa•n4ft1on wblob J OU 4oD 1 t baYI to follow. 

w.u ..• . 
T'llat- \bat'• \b1- \bat~• \be pupo .. ot 1t. 

w.u, thl• 11 laacuase, aad 1t J ou oould lit .. 
ooae o••r at tovr, WU.l \bat be a t1:ra appo1atautt 

r ov o' ol.ook, Jeah. 

Ie tba t tlrat 

Ript. Aa4 lt - baYe llaD4olpb t17 to s•t up 1oae 
laapase Whlob 11 - tlbloh - wbloh be thloke 11 
better. 

tJh bub. 

tov vndel'ltaad the purpo .. ot ut 

r... 'Ifill, aow 1t that laapase - tbat'• a14.D1pt 
l&Dsuce aDd 1t aq DOt be \be b11t. 'lfbat \be 
rrel14eDt waate4 to oat out wa• the 1\at .. eat \bat 

ooat. 
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rou alone wore re~aolblo for flooal pollor 
booa••• that'• Wbat Bu4lot oo.plalae4 &boat. 
And that'o a -Jor oorap *at olloa14n1 t bo oottle4 
1D an Order tllat boo nothlq to 411 wlth lt. 

Jo. 

!bat1 o what he wanted to take Ollt. 

Voll, thor olala - thor ola1a thor'ro rooponolblo ,o .... 
Well, u•o- ·lt'o a lone •-· t'hor olala thor ban 
a Jolat rooponolbllltr. 

I ooo. 

And tllat o11Cht to be oottlod ooao tlao, bllt oertalnlr 
not l n a paro~thoolo ln an bocnat1Yo Pl'4or. 

I -croe wlth rou. 

So - but - bat rou underotand tho parpooe of thlo now 
1o to . oor tbat oo far ao r ou and &ooleo are concerned 
on tlooal poll«r, he 4aeon1 t looue 41reot1•e• to rou 
bllt oDlr reoo-ondatlono. 

Yeah. 

You cot thatt 

I sot lt. 

low U r<N want t o ohaJiae tho lancu-co 1n a W1 that 
wlll cSo that, I 1 a oure the Preoldnt won't alnd. 

I sot that. AD4 r ou wll.l - we'll be o•er at four 
and lt the bore aren't ootlofled, I'll •••• 

Let thn - lot th• ouueot ooae ohaJI&eo ln lancu-ce 
an4 I - I oan pall on that ln a a1nute. 

lllpt. 

Ollq, 
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•••• to 'bo loU al.ono wUb Jbo. Paal. 011 tiao IUl. 
1 1n pt to ban ooaobo«J tllat tuot1oao la 
tbo Oonoral Ooaaool 1 o ottloo. 

Woll, 1 111 ooao rlpt liP &114 .. . . 

Woll, 1 aooa boro ooaoWJIC llao 'lti'Okoa. 1 1Yo 
boon t1'71ac tor ono - olaoo olnoa o'oloot to 
looato -'bo«J. 8oraoto1111o Dftl, T0111ro nt 
of tbo ottloo, tbo •ontln Or4or Mo ooao­
OYOl' troa tbo lhlto ·••oo Yl tall T attoouac 
tbo !roooaPT, aa4 ao'lto4T 1 o boro. 

1 loU a ... at -., · 418, aa4 Ill'. ftotJoao lo lA 
ollal'CO. 

Woll, !lotJeao - Vbat tbo boll 4ooo !lotJono 
know about tblot 

Woll, 1 111 'bo tboro. 

Wbat aro TOll Ulq OYOJ' d tbo Art a.llOJ'T' · 

tho aeotlac bao Juot a4Jolii'Do4. 1 roprooont .... 

Woll, 1 _ .. Wbat - llbat - 1 aoaa 1'• loft 
boro a'boolutolT flat wltb ao'ltoq. 

Woll, 1 111 'Ito tiaaro ln "" alaatoo. 

411 rlpt. 

1 111 ooao rlebt up. 
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O,PerUOl'l 

IIIIJrl 

Mrron 
TaJlOl'l 

IIIIJrl 

! I 

1111Jr1 

! : 

IIIIJr: 

Tl 

IIII.Jr: 

! : 

1111.Jr 1 

T: 

Go ah .. 4. 

Bello. 

low are r out 

nae. 

thle h Jt;rroa ~lor. 

low 4o rou 4ot 

1.35 

1 waa~ 1:0 set a little 1Dtonat1on. 
lire. 'farlor llae 'DeeD aue4 1n lew ~ork 'D7 ~e 
Woaao'• folun~ lerY1oe Orsan1aat1on ~ 
aoeept ~e laUou.l Oba1nanllh1p ot ~e lo114 
and ihaap e.J.ea Oo..S.tte• ot ~e laUou.l - ot 
the WoMn' a Yolunt&l'f. !let ore llhe undertalt .. 
to 4o noh about 11:, 1n talk111& 1 t onr • ••• 

ree. 

••• • llhe deo14e4 tlla t llhe would lUa to kaow 
whether thla aot1Y1tJ 'D7 ~e WoMD1 a Yoluntal'f 
h aooeptable to tlla !I'NIUI'f DepaJ'aeat, and 
1t lhe went 1ft~ 1 t, IIIla would t1rat tl'f to 
41aoo•er a ~ ot eaob ltate •••• 

.. • • a.oq the Woaao'e folu1:arJ 0r&an1aaUon to 
a ot 1n eaob ltate t o proiiOU ~e aale ot bonde 
aD4 ataape. low 11 ~t oone1atent with wbat 
JOu are alrea41 4o1ft&, ·~· • •• . 

Well • • •• 

•••• do fOU taYOr 1tt 

•• ••1- 1 oan't tell JOU ott-baad, but 1t J OU 
oould - where oould JOll be reaobld 1:oll0l'I'OW 

tor-ont 
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I'll lie 1D 1lu *:rtlower aatU I p w Kr. lerle'a 
ott1oo at balt-paa' tea. 

Jla7tlowort 

toe. 

Well, I'll llau ll111 m.uon, w11o 11 1a oii&Joae ot 
our woaea, :rou 11e ••• • 

teall. 

• ••• pboae :ro• lletore ten-\blr~ to.arrow eora1ac. 

All r1pt. 

I - I oaa1t -e:r :ro~a IQ'IIlt, "' ll111 nuon 
ot the OD1•e:re1t:r ot •orth Oa:rol1aa, Wlao'• wUit 
\Ia • •• • 

!: I wonder 1t 1t wollld b.elp 1t I 11nt t o :rou t oda;r 
a oop:r ot tb.l letter tllat K:re . !a;rlo:r a4d:reaee4 to 
K:ra. 11ng ed K:re. •oL•aa 1D 11111oh lb.e ra11e1 \b11 
queaUon •• •• 

1111Jr1 Goo4. 

!I • ••• aDd theD :ro~a 1 11 b.a•e e• e:r:rtb.lac lltto:re :rou 
before lb.e teltpboaea. 

IIIIJ:ra 

,. 
IDIJr1 

f l 

l111Jr1 

! I 

RIU:r1 · 

We'll put 1t a11 1Aw a paolulge, &D4 K111 Kl.l1on 
W111 - 1f1ll. pb.oDI J Oil to.a:r:roW 80ra1ng at the 
Jla7tlower •••• 

h wo11l4 IUU ae lleUe:r 1t lb.e pboDB4 &:rOUild hO­
t~. 

Well, '11117 4oa'' ;roll - wb;r 4oa1
' :rou - at the 

•:rnowert 

leu. 

At two-tb.lrtTt 

leU. 

I 1ll tell - I'll alk laer w pboDe :ro• at two­
tb.1rt7 at the Jla7tlower. 
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't: 

llllo7J'I 

T: 

llllo1r1 
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~ 

- '-
Or tbl'ee o 1 olook, 11 Uler oae Ula t .w, te ~•r. 

Well, let'• .., two-~rtr. 

Wlaa t 1 I hll' .... , 

11111 SJ.llon. 

ll'lloU. 

Y••· 
AD4 IIDw uoe 7011' 

I'a tlae. 

Ooo4. 

1.37 

I'a t~•· I 4oa'' lulow - I oaa' t tell 70u 'bllt 
lhe oaa. I ~- 1t neJ7Wac h all r1ibt, 
I Wllk 1 t wou4 be a t1ne thlnc tor 70llr w1tl u 
4o. "' 

Well, I 4on't wan' her to c•t 1nto 11 too 4eep 
111 IOIIIthlJII, JOU kiiOW, tbat •••• 

lo • 

• • • • Ula t 1 • 101111 to aate a lot ot llaJ'4 work an4 
trouble, but •••• 

Yeah, I th1ak 1t wul4 be a tiae ~~~~. but l - l 
clon't ..at u - •• b&Ye 11111 m.uon 111 ollara• 
ot all woa111 a ot1Y1t111 oa -.r, Joa41 &114 I'4 like 
u b&Ye her oliU' U. 

A.ll l'iP'· !ballk 7011 '1'11'7 alloh. 

'l'ballk JOU. 

Goo411Je. 
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Dur llr. 8eoretar)' a 

llerewith the letter I referred to in our 

Wubin&ton,D.c. 

September 3, 1942. ---
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l!EliORANDUl& 01' THAliK8 TO MRS I TATLOl! 

~ 

THE .Al!ERICAN WOl.ll!N'S VOLUNTARY SEJlVICES 

140 

The Board of Directors met yesterday at their monthly 

mee ting and t hey were overjoyed that you are interested 

and have accepted the National Chairmanship for our bond 

and stamp sales. 

They 'INilnt to help you in every poss ible way and asked 

that I , as Chairman, personally convey to you the fact that 

the entire Board ie overjoyed and stand firmly behind 

you to help in any way they can. 

Jul;y 8 1942 
(By telephone 
to Lire . Taylor • a 
Secretary) 

Isabella Greenway King, 

Chairman . 
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OOPf 

Jlurr&T Hill )-o8)J 

.&IIIJUCWI WOIID'8 TOLtlll'fAJI1' IIIIYI-1 IMo 
Bn York our 

181 Mai1IOA ATeo 

ottioe of iM Pno14u' 
Jtro, .U.1oo T. MoT.u 

lilrl, ~ o. Tat~ 
16 ...- 70th 8\roo' 
Now 'Dirk 01\;r 

M:r 4oar ~~~"•· ta:rlar 1 

At the nquoet ot our ~ ot DiNo\aro I aa 

hortbT appo1Dttoc :rou Bat1oaal abatr.aa ot A,w.v.a. 

War Sal'iDCI 8 \at't ot tbe '17. s. 'froaour;r Depuac'• 

•• an 4tl.11Jhte4 tbat rou an w1ll1DC t4 11114_.. thio -

iaport&At pllaM of our work tor uo, aD4 feel. oolll14tat 

ot ito aaUoD&l up&JlliOA 1.114 ouo•••• 11114ar 10111' 1\dcl&Uo. 

I ou•t toll :rou llow llaPJT I aa parMMllT to 

thilllt ot world.ll.a oo oloMl;r w1 th TOU• n w1ll bo • 

Jor '• llan rou te"'•l u aoUn pan 1D ov 'orpllioation. 

TOIIZ'I oiii.OarolT t 

(84) .ALIOI T, lloJB11, 

Pl'eo14ut. 
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COP!' 
598 Madlaon Avenue 

Roc. 120) 
• • w Yo r It 

Septeaber 2 1942 

urs. Isabella Greenway Kina, 
Chairman or the Board, 
tunerioun Women ' a Voluntary Sarvicea, Inc ,, 
181 ll.adiaon Avenue, New York, 

L17 dear Lira. King, 

1.42 

I am writing this letter to make more clear my 
position as r:atlonal ChAirman ot the war Bond and Staap 
Sales project ot the American Women's Voluntary Services, 
Inc ., my appointment hAving been covered by your message 
or July 8 1942 reciting the action ot ita Board or Direotora, 
and by the letter or Mrs. Allee T. ~oLean, President, 
dated J uly 9 1942 , appointing me National ChAirman or A.w.v.s. 
17ar Savings Starr - copies or which a.r e attached hereto. 

Uy underetandlng or the appointment was that my 
au thori ty was to select candidates tor State Chairmen or the 
Bond and Stamp Sales in each State, wherever a Chairman 
had not bee n a~;nted . I would submit and recommend the 
names of these !dates to you and through you to the 
Directors of the A.w. v.s . for approval , and with this 
approval the women in question would be appointed Chairmen 
by your oftioe and would proceed to organlze the sale of 
'liar Bonds and Stamps in their respeot1Ye States . 

Attar the approval and appointment by you or these 
State Cbairmen it would be t he duty ot our ottice to 
maintain contact with t hem, t o encourage t hem in organizing 
t heir local units , etc . , an.d then to report t o you at proper 
intervals t he results or these state-wide efforts. 

It was not my thought or intention that t his 
shoul d make contact with particular groups within 
when once a Chairman wes selected and appointed. 
be the duty or the State Chairman. 

office 
tbe States 
That would 

Also it la my un~rstanding that the Bond and Stamp sales 
activity within the American Women• a Vol untary Services has 
been encouraged and approved by the United Sta'-s Treasury 
De portment . , 

~tore proceeding turther with my activities , I real that 
my understanding or t~ mat ter as coYered by the above para­
graphs mus t be cl arified and g1Yen further written appr oYal 
by you and t~e Directors ot the American 1'/a.en'a Voluntary 
Services and by tbe Treasury Dapart11111nt . 

Uost sincerely yours, 

(Llra. JA,yron Taylor l 
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~, 

September 3, 1942 

Secretary Korgenth&u, Mr. G&aton, and Kr. Cairna 

slw Judge Roselllll.&ll at the White House at 4 o 1 clock toda1 

with respect to the proposed Executive Order creating 

an of ficer to be known &S the Economic Stabilintion 

Administrator. Judge Rosenman was handed the attached 

Redraft No. 1, which Judge Rosenman, after reading, 

stated was satisfactory. However, Secretary Morgenthau 

retl&rked th&t Judge Rosenman was 1. friend of the Treasury 

and requested Mr. Cairns to show him the attached 

Redr&ft No. 2. Judge Rosenman said he thought Redraft 

No. 2, for his purposes , was better than Redraft No. 1 

since it w..a leas of 1. red flag. He said he would prefer 

to use No. 2 if it w&s entirely a&tisfactory to Secretary 

Yorgenth&u. Secretary Worgenthau reread No. 2 and said 

that it was entirely satisfactory to him. Judge Rosenman 

then stated that it would be used without ch&nge in the 

Executive Order. Mr. Cairns told Judge Rosenman that the 

reason fo r r edrafting the Preaident 1a language, as it 

appears in the original draft of the Executive Order, 
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was that the la.nguage was ambiguous. .b the language 

now appears, it might mean that the Administrator was 

not under a duty to make reoommendationa to the 

Secretary, but that he could make suoh recommendations 

as seemed to him desirable. These recommendations might 

be binding since the Executive Order did not state that 

he could not issue directives to the Secretary. Judge 

Ro senman said he thought the point was well taken and 

he would adopt the redraft. Judge Rosenman added that 

as the Secretary knew he was , of course, opposed to 

the exception as a policy matter. He said that Leon 

Henderson was raising the devil because the Secretary 

was excepted and be knew that others , such aa Jesse Jones, 

would r&iae the devil when they heard of it. 

Attachments. 
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3, 'ftle guiding poliO)' of the .ldmlni.etrator and 

of all departments and agenc lee of the Gonl'liiUnt shall 

be to stabilize the coat of living and to insure the 

fair and equitable distribution and allocation of 

materials and commodities, including agricultural 

commodities, and it shall be the duty and responsibility 

of the Administrator and of all departments and agenli ea 

of the Goverlll!len t to cooperate in the execution or auoh 

legislative programs aa may be necessary to that end. 

The adminietra tion of activities related to the national 

economic policy shall re.2ain with the departmen ta and 

agencies now responsible for such activities, but such 

adDinistration shall conform to the directives on policy 

issued by the A~inistrator , except that with respect 

to public revenues , borrowings, credits, taxation and 

public finance , the A~nistrator shall not issue 

direc tives pursuant to this \Jrder,~ shall only make 

recomenda tions to the Secr.e tary of the rreasury, and 

to the Board of Governors of the Yederal Reserve System. 
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REDRAFT NO. 2 

s. lbe guiding policy of the .ldminhtrator and 

of all departments and agencies of the Government shall 

be to stabi lize the cost of living and to insure the 

fair and equitable distribution and allocation of 

ma terials and commodities, including agricultural 

oomoodities, and it shall be the duty and responsibility 

of the Administrator and of all departments and agencies 

ot the ~vernment to cooperate in the execution of such 

aa~iniatrative programs and in the development of such 

legislative programs as may be necessary to that end. 

The administration of activities related to the national 

economic policy shall remain with the depllrtmen ts and 

a:encies now responsible for such activities, but such 

ad>:~inis t :·a tion shall conform to the directives on policy 

issued by the Administrator, except that with respect 

to public revenues, borrowings, credits , taxation and 

public f i nance, the Administrator shall only make 

recommendations to the Secretary of the ·rreaaury, and 

to the Board of Governors of the Federal Reserve System, 

pursuant to this Order. 

• 

1.46 
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• • • • 111 all \hla azol t•••· lloa--.a Rllh •• 
to tall Jaal t!aat 111 tba ltpt of Wllat •• a&14 
to4q aDd •••rrth1"1 oleo, ahoul4 tho PJ"oa14oat ••1 OIIJ\111111 about taxoa 111 1ih1a •••nc• lloatq 
111ibt, JOU aoo •••• 

Yea. 

•••• 8114 1.t he ahoul4 -- ho 1e olJ"MdJ .. Dt eoao­
thi.DC OYoJ"1 JOD too-- •• •• 

Yo e. 

•••• he ooul4 &1•• 1.t te •• toaol"I'Ov oftol'DOoa 
••• I ao 11p to tho eouatJ"J, u4 I oould toke 
11i With 1100 JOU ... , 

ADd I oould 4ol1TeJ' 11i to Jloeo1111011. You - oJ'e 
Jou ·tollo¥111& aot 

Wall, I'a • little a1zo4up. 

Po• tho hoe14oa t '• Lobo• llaJ epoeoh. ••• 

Y ... 

.... Paul )loa olJ"Oodf nppl1o4 hie with utoJ"ial 
011 tazoa. 

Yo•• 

I •••· 

An4 1t he do .. , voul4 he J'oVJ"Uo U ••• • 

I eoo • 

• ••• 8114 &1'1'o 1.t to •• toaol"I'Ow otteJ"Dooa to toke 
liP to ~4o Park. 
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01 r111e. 

JIII,Jrl OUT' 

01 r111e. Wbat Uae are 7011 leaY1JICf 

JIIIJrl Well, JOil better U l l 111• three o 1 o1ook. 

01 All r1pt, t111e. 

J111Jr1 Beet 

01 r1u. 1 111 tell !llll. 

... 
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TO 

TREASURY DEPARTMENT 

,..,.... ~ COMNUNICAT!Oft 

Secretary Worgenthau 

J.lr , Cairns 

' 

DAft 

September 3, 1942 

The Executive Order creates an officer to be 

kno1111 as the Economic Stabilizat ion J.dmlniatrator. That 

officer will be a Special J.ssiatant to the President and 

will be in the Office for Elllergenoy Wanagement. There ia 

also created an Economic Stabilization Board to advise 

the Administrator. You will be a member of that Board. 

The Administrator will have complete control of 

policy in connection with the general economy of the 

country, including purchasing power, profits, prices, 

wages, rationing, cost of living, saving, movement of 

labor , private credit, subsidies, and related matter. 

The Order provides that until otherwise determined 

by the Administrator all wage rates shall be frozen, 

except that adjustments may be made to meet rising costs 

of living, to el iminate sub-standards of living, to 

correct serious inequali ties , and to make ad, ustments 
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fo r increased produotiTit,r of workera. Inoreaaea in 

salaries above $7500 are frozen eTen tighter. 

The Administrator is giTen oontrol oTer the 

fixing of prices and allocation of agricultural 

commodities, the prices not to be fixed below parit,r. 

The Administrator may ;,rder any department or 

agency of the GoTernment to exercise any power s which 

it has in order to carry out the orders of the 

Afulinistrator with respect to wages and agricultural 

commodity prices and allocations. 

/(J:. 

150 

• 

Regraded Unclassified



151 

Reacl1JW coPJ ~ the Storetarr'• atataent bit-

the Seaalit Plllaot C-.ltttt, Mttl111 la btcnaUn Stell•, 

tileD be poopttt4 tile Spen4hg• Tu • 

• 

, 
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I ban c.. betor. 7011 tocSq wttll a propw 

to ratN nbetut1al addUtoDal ._ to t1MDM 

the war effort. I 1ateD4 to lean tbe deta1le ot 

tbe pr.sentattoD to Ill'. Paul aD4 ble ueoctatee 

an4 to 11111t IQ'Nlt to .-pblatztq tbe II'&Yitl' 

ot tbe attuat10D u I ... 1t aD4 tbe 1..,.rat1Ye 

Deed tor lei11latton alODi tbe 11 ... we are 81li­

geat1Di• 

up to We potat our hup war upeDdlturea 

ban been ttnanoed 1D au orderl7 n.Y aad wttll 

a ll1Dt.a ot_tatlattoDarJ etteota. But tha .Or. 

succeaatul tbe war prodllet1on proiP"Ul beo-.e, 

the i"&ter are tbe dt•natou ot tbe tuoal 

probl• we ban to face. 

• 
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fl b&YI to plaa for ·~ t1II'M Of 81Cbt;J b1ll10D 

<1oll.&rl 1D tbl preseat fUoal. 7ear, wb1le tM 

rennue 1D a11bt oa tbl bUte of tM tu btU DOW 

before you 11 olll7 approxtatel.J twut;r-four 

b1ll1oae. 

'!'be TreU1D'7 bU eoUJbt 4111pat1J aDd will 

continue to eeek fUDde froa tbose eo ... e llbere 

borrow1q Will ban tbl l ... t 1Dfl&t10II&l7 ef!ect, 

&Dc1 we b&Ye clone eo W1tb aat I beltne to be .oat 

grat1fY1DI l"Nillte. •• cu foreaM W1tll coat1-

<1ence proY1a1oD for tbe OoYel' eDt's flecal DMd8 

tor tbe rt tnder of we cal.udar year. 

• 
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But I • bere todq to tell 1011 fruklT tll&t 

1 Deed your belp la tbe tona ot lqtllatloa Wll!ell 

Will euable • to ... t. With tbe ._ dqrM ot 

eoDt14eDCe. tbe .acll P"Mter prob• ot ratelD& 

the D&Ce8s&J7 tad8 tor DGt J'MI". 

Tbe lectalat1oD 11b1Cil • ,.. propoatuc baa 

a double purpoae. 'ftle tlret purpo" 1a to clra 

1Dto tbe 'frM8ur7 aubetaatlal. 8441 t1oDal t1mc1a 

out ot tbe e&rDtap 8114 aanap ot tbe peop~. 

Tbe MCODC1 P1U'POM u neD .ore 1Jiiportut. It 1a 

to reduce co.._.r epud1JIC 41rectl7 _. wttbdra­

lq t\11148 otberwl" an1lable ,_ upeDC11ture. 

1.114 to reduoe 1 t a1eo 1JI41rectl7 117 cr.atlDC a 

atro111 tu 1DCeDt1Ye to ...,1q. 
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Tile MUU1'N w propoH are two: ttret, a 

tax on oon._.r epeDCUq 'fh1ob. Wlll reach tato 

the loweet tnc .. II'OIIP• aline the lwel ot beN 

eubetetence tDC•• ad Wlll proYtde b.11b penelt7 

rates for lWN1'7 epeDCU111; HCODCl, a fllrtMr 

1ower1111 ot the euwpttou troa tM tncc•• tu 

&pp}71q to fad.)7 1DC .. • 

Tile two propoeall Wlll l'MCb 1Dto 1DCO.I 

earap.ttDC ._. •UV-tlYe b1Wou ot ciOll.an 

&114 Will draw toto the '!'reUUI7 u ••ttate4 ·~ 

&114 one bl t btllloa clollara otlltrw1M an!lable 

tor OODilller lpelldtq. 
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BUt .ot W• total - foal'-.& a balt MWOM, 

altliO\IIIl ra1Md u a tax, Will 'be treated aot u 

revenu. bUt u a .. bt to tbe 1JKU•t••'• tra. 

1lbOa tt wa colleCted, to 'be rep&14 atter tile 

war. 

Re•- U JIOt tbe 80l.e purpoM 1 _,. eftll 

the prt.alT purpoM, ot either ot tbeM propoe,aJA. 

btr aiD purpoM u to .... trtct COU111er ~­

tng •o tbat, u . tar u poM1ble tbro\llll tt.oal 

•au, we~ uotcl tbe pertla ot 1Jltlat1cna 1D 

tbe hup t1Daac1111 procna tbat w ~~Be ab.-4 

ot 1111. 
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It OU be OJ;peOtecl 11bat tbe ... epeedlaK 

tax will rectuoo la ..., 11141Y1411Al •••• tbe 

aoUDte wbloh worbre oaa atton to •t u14e 

tor Yar Bo~ .-r Yolatu7 pe.JTOU do4uct1CIII 

plana. ID tile tac. ot Pl"eiiDt OOD41t10DI w oa 

DO loDPr atton to re]T utlre]T vpoa YOl~mtu7 

loDCltac. !he ... propoul8 are latolldod, ua.re­

tore, to IUPPliEIDt tbe Y01111ltu'7 boDCl purcbUo 

procra. 

It 11 ., bellot tb&t tbe YOllmtu'7 Yar Bolld 

Pl"'&na baa pro4uco4 Ud Wlll OODtlDUO to pro­

duce a are&t OODtrlbatlOD to tbl D&tlOD'I war 

effort. 'l'hll 11 cl1lo to tbe a•ltllh •"leo 

that IWDitre4a ot *••• of ... Uld • 1 D 

~Ut tbe OOIIIIti'J MYO pYUI to lt. 

157 
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JMr1cu people to )Nt tllelr dollan to wo~ for 

nll, of oourae, be ooDtl.-4. 

tbl an&t DOIIDta tb&t Wlll be Dllcs.cl to .f1DIIICI 

the 1IV lftort 1D w.p tllat Will DOt OODtrlbute 

to 1Dtl&t1oD. IlltlatloDU7 pnahl'l 1a CrMtecl 

b,r C01181.1Mr d " UOIICUIIC tM npp}7 Of &ooda 

' &J&tl&bll. 'ftae '1'reU1117 18 8Mid.IIC 1D tbiM pro-

poaaJ.a to attack tbe pro~ at lta roota &Del to 
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fte coatrol ot Pl'l ... 11 ot ... .., ..-

&llowauo. tor all tb&t ou be doDe tbrcMIP PrlM 

replat1oD, rat1oD1111 UCl otller -.1oM to ..._ 

trol nppl7, 1 tb1Jlk ·tba\ w, 1lbo an l011itl7 

rNPOU1blt tor tax pol1C7 u4 llc11l&t10D1 

ettect1Ttl7 .. poal1bll 1• tbe t1eoal tl.Uo 

lbat I baTO PI' u•tec 11 a .. *4 - &ad tile 

belt •tbocl till ft'IIIUI'7 bU beoD able to 

cSen .. - tor aoot~~Plllb1111 WI rM!Ilt. 
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It tbe propo•ll• .. .a .._ vutte, I 

ehould like to eq wttll all po•tble yu11 

that I bel1ne DOtlllJIC lee• dl'Utto wtU ••• 

plllll tbe J'NIIlt8 .. -t .... • ft11 11 110 tbe 

tor balt~ ....urea. 

W1 th tbe tullelt reepeot ter U. o • ttM 

on F1D&Doe, bllt wttb a etroac I'IIIH ot oar .1o111t 

reeponl1b111~ 1~ the•• crttl~ tbee, I dO DOt 

Mrtl7 rec~Dd bold ectlOII &10111 tMH 11M•; 

I re~t 1t aDd I ur&e 1 t .oet Hr1outl7, ad 

nth tbe proto'IIDd comcttoa tbat lt ~ be 

• 
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eeoret•l'7 .. ,....._ 

1.61. 

I et ••e J, 

t tllllllt ,.,. !IIUN14 ..... tel ..... , ., ........ b fiiU .. 

~~ toJ'tJ-tllbt "-'' AIII1UI ........ I WW14 ... lt la ..... 

ot a aq ltUtr llJI4 WG~~~l4 tllt lt at ,,,._-..rtF tllll ..-... 

Lt tl¥~~ 

\ 

• 
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c 0 p! ... Kr. Gr&Yee Office - Off. of S.o. 

TELEGRAM 
Of'FICIAL _ _____..ItA._ 

(Following DAY LETTER to go 
to ail State Administrators of 
'1/ar Savings Staff.) 

162 ... __________________ _ 
CI&Auawow ixpeuea of Low -

Jar SaYinga Staff. 

··--- ......_ 
September a, 1942 

Following is full text of Secretar7' • statement this morning 

before Senate Finance Committee: ~ote. (See attached copy 

of Secretary's statements . ) Unquote. Please note apeciall7 

that there ia no intention of superseding or abandoning an7 

aspect of voluntary plan for purchase of War Bonds. Stop. 

While proposal for new taxes if adopted will undoubtedly 

tend to reduce bond sales, the effeot will be to increase 

rather than reduce the need for promotion efforts by War 

Savings Staff. Stop. Furthermore, adoption of these taxes is 

by no means certain, and i f adopted they will in no ease be 

. effect ive before January 1 and possibly not until later. Stop. 

l t an early date we intend to have conference of War SaYings 

Staff representatives from all States to discuss problema 

gro·.-ting out of pending tax proposals, and in meantime we hope 

that there will be no abandonment of your efforts in any 

di rection. Stop. Please aokn~ledge by letter. Stop. Regards . 

HAROLD N. GRAVES 
Assistant to the Secret ary. 
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Statement of Secret&r7 Morgentbau 
before the Senate Finance Co-.lttee, 

ThuradaJ, September 3, 19&2. 

1.63 

I han come before ;rou toda7 with a program to 

raise substantial additional 1111111 to finan.ce the war 

effort. I intend to leave the details of the presenta­

tion to wr. Paul &ad hie aeaociatea and to lildt a,aelt 

to emphasizing the gravit, of the situation as I see 

i t and the imperative need for legislation along the 

linea we are suggesting. 

Up to this point our huge war expenditures have 

been financed in an orderl7 we7 and with a ~nimum of 

inflationar7 effects. But the more successful the war 

production program becomes, the greater are the 

dimensions of the fiscal problem we have to face. we 
have to plan for expenditures of $80 billion in the 

present fiscal J8ar, while the revenue in sight on the 

basis of the tax bill now before 70u ls onl7 approxi­

matel7 24 billions. 

The Treasury baa diligentl7 sought and will 

continue to seek funds from those sources where 

borrowing will have the least inflationar7 effect, 

33-9 
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and we ban done eo with mat I ballna to be .,,t 

gretii'7ing reeulte. 'le can foreeea with oonfidllloa 

provision for the Government's f iscal needs for the 

remainder of this calendar 7ear. 

1.64 

But I am here toda7 to tell you frankl7 that I 

need your help in the form of leghlation which will 

enable 1111 to meet, with the 11&11111 degree of confidence, 

the much greater problem of raising the neoessarr tunde 

for naxt rear. 

The legislation which we are proposing hae a 

double purpose. The first purpose is to draw into the 

Treasurr substantial additiona1 funds out of the 

earnings and savings of the people. The second purpose 

is even more important . It is to reduce consumer 

spending directl7 bf withdrawing funds otherwise 

available for expenditure, and t o reduce it also 

indirectlr b7 creating a str ong tax incentin to 

saving. 

The measurea we propoee are two: first, a tax 

on consumer spending which will raaoh into the lowest 

income groupe above the level of bare eubeistence 
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income and will provide high penalt,r rates for lurur7 

spending; second, a further lowering of the exemptions 

from the income tax appl7ing to famil7 income. 

The two proposals will reach into incomes aggre­

gating some 65 billions of dollar• and will draw into 

the Treaeurf an estimated aix and a half billion dollars 

otherwise naUable for conaUMr apendlng. But of tbia 

total some four and a halt billions, although raised aa 

a tax, will be treated not aa revenue but aa a debt to 

the individuals from whom it waa collected, to be repaid 

after the war. 

Revenue is not the aole purpose, nor even the 

primar7 purpose, of either of these proposals . Their 

main purpose ia to reatrlot consumer spending eo that, 

u far aa pouible through fiaoal means, we m&f avoid 
~ 

the perils of inflation in the huge financing program 

that we have ahead of ua. 

It can be expected that the new spending tax will 

reduce in m&DT individual c ... the amounts which 

workers can afford to aet aside tor War Bonde under 

voluntar1 parroll deduction plana. In the face of 
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present conditions we can no longer afford to rel7 

entirel7 upon voluntary lending. The new proposals 

are intended, therefore , to supplement the vol untar 7 

bond purchase progrllll. 

It is mf belief that the voluntar1 War Bond 

progr&m baa produced and will continue to produce a 

great contribution to the nation's war effort. This 

is due to the unselfish sePWice that hundreds of 

thousands of men and women throughout the countr, have 

given to it. The7 deserve the thanks of the nation 

for the magnificent work ther have done, are doing, 

and will , I hope, go on doing, in encouraging the 

Amerioan people to put their dollars to work for their 

country. The voluntary War Bond progrllll will, of 

course, be continued. 

Our present and urgent problem is to borrow the 

great &mOunts that will be needed to fina.nce the war 

effort in ways that will not contribute to inflation. 

Inflationarr pressure is creat ed by consumer demand 

excee~ing the supply of goods available, Tho Treasur1 

is seeking in these proposals to attack the problem at 

i ts roots and to attack it drastically. 
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The control of prices ie of oouree not exolusiTelf 

a tis~al problem. But with full allowance for all that 

can be done through price regulation, rationing and 

other devices to control suppl7, I think that we, who 

are jointl7 responaible for tax polic7 and legislation, 

shall be doing ver1 much leu than our full dut1 1! we 

do not deal with the problem as effectivel7 as possible 

in the fiscal field. What I han presented is a ~~ethod 

-- and the best method the Treasur7 has been able to 

devise -- for accomplishing this result. 

If the proposals we make seem drastic, I should 

like to sa7 with all possible emphasis that I believe 

nothing less drastic will accomplish the results we 

Dllst han, This is no ti11e for halt-W&T measures. 

With the fullest respect tor the COJaittee on 

Finance, but with a strong sense of our joint 

responsibilit, in these critical times, I do not 

merel7 recommend bold action along these lines; I 

request it and I urge it most seriousl7, and with the 

profound conviction that it must be done, 
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TltEASURY DEPARTMENT 

INTDI CWI'1CK COMMUNICAT10N 

DAft 

.,., Mr•· n ou• 
~w eeoretarr llorgeuthau 

I woul d l ike to aend a oopr of •r atate .. ut and of Paul• a atate­

aent t o the bi g group around tow - t he Pree14ent, t he noe JIJ'II14eut, 

the Oab1net , and t he heade of all independent agenaiea, A letter 

eboul d go t o t he Preeldent, the noe Prel1dent, and the aellbu'e ot 

the Cab1ntt . f o the reet, .ta•t a t tach •r o&P4. f hU 11 to 'be d­

bafore I go on the 11111. I 111 eign thea. Oertalnl r the one to the 

PreU dent I want t o be done before I so on the 11111. 
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I a ••1141111 7411 laerewitk •'-" 

of the a tat-at I • .uu, t*1 bet ore 

tha Stlllte FlaaM C~tt .. ,.,..1. a 

•ptdl JI&II tu. I • alao ea•U.bc a • ., 

of •· ladol .. r..1•• atat..t. 

TOIIPI abo..,elJ. 

!b. huiieat. 

!he •u• ~oue. 
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Del. by SS Aat at 9/3/42 at 10:2S 
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I u ,.D4ln& 1• llorwl til a • ., 

of tlao etat..t I • .ut11 hb7 w ... 
tu s-ate rt-• c~u .. ,..,..lac • 
apea•"•P tu. I aa alae oaoledq a • ., 

ot llr. lan4ol)lh Pal'• •tat..-t. 

- y..,.. olaoo .. l.J, 

lkla. ltiii'J A. •llao o, 

!ht floe lroel ... t. 

1?0 

• 

By JlaD4 (Sbon l 9/J/42 lO:)o •·• · 
' 
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lor • .., c.aell• 

I aa eeaA11111 1• llei'Wl tiL a •lfl 

ot tilt etat-t I a •»• t .. ., Wwe 

tilt Senate llllaaee c-lu .. ,..,.lac • 
•tnUap w. Ia aho eael•lal a .., 

ol lr • luielJil Pa11l'1 Ita \aat • 

Teare elaeerelJ. 

(Sl.pe4) IRr7 

lela. Coriell Jbal.l. 

;::. 2HI'ItaPJ " State. 
' 

1.71. 

, 

BT llu4 IYpell) 9/)/ 42 10~.)0 a.-. 
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1ft .... JlaPJI 

I • lla41DI JOll h...m til a •lfl 

et the etat-t I • •kln1 h4&J lief•• 

the S..te rlaaaoe c-lttee ...... lac. 

,,..u ... tu. I • alae -l•lac a ..., 

et •· lln4el~ Jal'• 1tat-t. 

!1111'1 lla..,..q. 

(Btcu4) ID17 

IIOD. a-17 L. Stl••• 

s •• ;.ta17 " ... 
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If the etat-t 1 u •tbc t..., lief•• 

the s .. te n-.. c:.mu .. ,..,_u. a 

,,.1141ap tas. 1 • aho ao:L.bc a •OW 

ot lr. ID4ol .. Pa11l'• 1 tat-t. 

t ..... •ln .... lJ, 

S..huk laa, 

Seeretar, of tko •YJ• 
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llr-.. (Y..-) f/)/42 lOa)O a.ao 
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Peal'• atate..at. 

• 
Joeorau. ~uou 1.. I.ae. 
s .. NtUT ot till Iaterlor • 
~-.D.C. 
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., Jlull (T..-) 9/)/ 42 101)0 a.a. 
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IJ¥4ear1nlllla 
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MieN tile Saata fl•=n c..lttee 

Pall'• ......... . 

... I'Ul. ,... c • .u. •• 
!M ....... ". -....u. 't.UJact-. D.c. ,_,. 

1?5 

·Dr~ (SIIon l 9/J/42 lO:JO •·•· 
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., BallA (a.tnl 9/ , /42 l01)0 •·•· 
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1.80 
TREASURY DEPARTMENT 

INftlt OP?ICa COMMUNICATION 

DAft 

Secretary Korgehtbau 

111' . Paul 

Sept.-bar S, 1942 

You will be intereated in the att&ohed oo.aent 

by Senator Walah on the Treaaury'a propoaal on 

apendinge tu. 
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Septa.ber 8, 1942 

ST.lTIJoiEN'l' OF SllW'OR W.ALSH 

The Treaaur1'• propoa&l ia entitled to 

()&reful at~ aDd abould not be rejected because 

it is a new and untried Tax Plan. 

bide froa the um which Uf necuai­

tate some revision downward the Plan baa the merit 

of effectivel1 ()omDating inflation, checking 

apending, and would provide a large inoreaae in 

the Federal Revenue, which is absolutel1 neoea­

aar1 if the GovernMnt finanou are to be kept 

in a sound baail during the war eaergenor. 
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THE SECIIItTAIIY 0,. STATE 

WASH I IIGTON 

1.82 

I wish ~ thaAit 7011 tor ,your letter ot 

Bept•ber tb1r4 enoloaing a stat•ent whioh 

7011 are aaltins to4aT before the Senate Finanoe 

Co.atu" p:ropoaing a IPIII41ng tax u4 &1110 a 

oopJ ot Mr. l1an4olph Paul'• stat•ent, botll ot 

wbioh I look forward to exaa1n1nc with 1ntereet. 

V1th best Yishu, 

lllnoerelt JOurs, 

~--~ · 

. 
The Honorable • 

Re11r7 Morgentbau, Jr., 

lleoretarr ot tile 'l'rMS111'7. 
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THE SECRI!:TAitY M THE INTERIOR 

WASHINGTO N 

Deer Renry: 

Thank you t or aend1Dg me a oopy or your atatement 

prapered to be m&da before tho Sonata Pinanca Com.ittea 

todal'· so tor • • 1 be'fe been able t o Judsa tb.a propoaal 

bea bean aOWid an4 1 bope tor you batter luck than :roa 

ba•o ba4 to data . 

Sincerely youra, 

Secretary or t ba Interior 

Ron. Henry llorsantb.au, 1r. , 
'!'be Secretory ot t he Trouury, 
Woah1ngtoD, D.C. 

Regraded Unclassified



SWIHARI /, CO 
sr. N. r. c. 

00. ,....., J-~ AJII.~CAN • ..,~ •• ., .... • · uu 

SPEAKING OF GOVERNMENTS _..;.., ______ ., an10111li'DIDI'IS, JL 

tt the rat of Ust bn.nr.h• of Lbt 0o¥ft'1lmnt could e•tct 1 
actblltutloa of prieet sue.h u l.b• Tnuury O.partmeat hu IUclt 
rn tht Oovemmeot market. our ftarw ot febttoo would .,. qutckl7 
dltlrpattd. 
flow~. U.. ,..,alation willc• h&a u.s;, ,..,... ~ ~~ .. 13/ 0 . oa. a 

tt.•Ptd don lbt Tr....ui'J' tNrbt ao l.tiJ ...,,, -"-• \M llJ n.N.L It ~ 
4t.k a... btfa a W .....-to aoeoa~plhh ta.Pbh MMI an lltop,.. at. pu tiM 
..._ e. .o.u s.... EYu70M ... .,.. &&Wa""' ".,. ..,.ot ro 4on '" 
,.,. ...... wkll ... tY,' )o....,. ht wi\Atoollt ......_, tiM ,...... Jl.tld 
,._. wl!la a.wtr _.JOII, f11tt &M *"""' ..,_. ..- ..,. II ,..,.. ef, tlwo l~h • 
........... tla wwa. ... ..,~.a .. ltN/ •• 
........ Wckt' ,w.&a.\JM7 ...... - • h .. .a. ....... u.t '-aD -m ... 
..w- fll tM ,.,.,..,.,... • .._. ~ • .., .. ...., Oo:a _ .. t1tat ....., 

.... .... ,..,...... tMl ~ .......................... t6 . ,., 

W lit ... ...._ • * war ....., ....,. *" wGt ..... t6,.,. w.x. ..,.4 ........... ...,. 
~ . .... ~ Wtf:Uidou "" ....... , ........... b'-. 

•m It,.,._ about .. wiq ta.hlufpo ... ,.,.. ... "' ..... 1M7 ....,...., CU· 

tr.• '•' .... caah *'* "'- 1M .U t.h .. t ....,. r.... ~· MC1&rlt&M 
T'MM'J uted to rl" •••1 1,_. ..,. too t6 tu,..~ 'ftlenfon, at tim ... U.O 
Ui'" IM'I•t. _,_. allotmtat. '""" lll&tb& twppl,._...._ Mh4t oo•bll 
•-"''"' t.o mort u. .. 11,. Now ,..~a he• tu:outMJI't llllltUutlo___.,. _,.. 
'-a'ff tilt ••• lntutudon.J puttl.nr lit for tlllin '- tt~ftklt!lt t.o tab ~ of ~ d .. 
llrltt tonunlt.mtnU wita. portt~~llll~~~t mt.nll lor taa4.rH bolllk. Tbh t. IJI• 

\o tell *lit l oo-.t/lho4a. PlrtMlJ .. 11:1-r p*'t .-. Jlowt..,, 
ruan.tq •P so QJ. hi - IMI tW l.t I.a.. c:u::rru.t J1dc1 •~ 
•bo • ...-in~ ot tfl\t --.,. I.Df '*'" taYOftlblt; 10 U.. tu• 
«f'd6ct,t4 u:-.u,. UN ...... ..,., Wbkh II ... 

n. .............. F~ .... ,.. ~Ill elM .ubl wiD IIJTikklJ 
.. ..u~ ....... 

dla.t .... ~ .. w.... .. t .. ... 
........ .............. il..uw~· 

_ ....... "' ~ Wr\ow .......... will .. . 
,.. ... "" .... tM: ,.,..,.. ............... .., -~ ~ c...n-.. .... .. ~u.... . 

C.olool ...... 

Regraded Unclassified
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WI *I 

lear ... • I'WM11t 

ft"'* ,.. ter ,..r ••- fill -.... II., lMI, "'.._ 

............... nl• ...,..S8C ~- -s~ ---· u-. 
1\ ... 1111fw,_ ..... , 'ftiV I 1Wtloa, taW 

J"l7 :!t, ltu, ... reoM4 "' u.. •-'U• ,., .. \17, ... 
·-•--., .- • ... a'-t .- u .. Uoe7 wre .. un., 
of u l~ .. !Puwry off•rlllC• fte re,_, tw -
anh tr. tiM , .... ,., "' ...,., U, 1~. -\at.& la ,. ...... .-~.u ..... , .. ., .. , ., nl.eftl 8C ... eat .. 
often of t111t "• .. fl' ...,. O...Ut" la nao .. uoe wltll 

the •-' ofterlac .r "-'•t•r., ~ ........ 
!'o a.,.l4 aa • ..,....,. ot olallal' laal._&o la .a 

t.aro, 1 w• u ., ... .ute u.at tile o...t .. t•• ,_._ 
tloe r.......,. tl-lllC o!IMble "llefere ....Sac "' -
·-=u ....... _... ~a_, .. wtu. .u.. ,....,... 

(llped) R. lr~tMe, Jr. 

llr ...... Pvaall, a..s,_, 
s-nu ..... • · ., a-a .. , ... 
Pbllodell'la, l'..-tl~a. 

.. 
Fi le returned to DUffington•u 

oftice a.irect 
Pbotostet t1lo in Diei"".f 

Regraded Unclassified
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S£CU.ITI£S a•o £XCIAIIE t ONMIIII OI 

Tradln~ an~ Eachanta OIYitltR 

Proposed RULEJ x-ieci-io 

DISCL.OSUR E OF li4RIET PRICE 

190 
.11117 ,, 1942 

(a) Ctntr4l Provli10"~· - The \era "aaalpula\tve, 4ecegt1va, or other 

traudu1•nt devloe or contrlvance" aAd the \era •trauduleat, deceptive, or 

Aoolpola•1•• ••• or proc\1ca• •• ~••4 LD 6oo\1oao 1' (c) (1) aad 1' (c) (2), 

reaptc:Uvely, of the AC1. are herebt dett.aad c.o 1aclv4e ut M:t. ot a dealer 

det1int4 to effect a aale to or a purchaae troa a ouetoaer, bt eucb dealer, 

ot &A¥ aecurlt¥, unlaae aucb dealer, at or batora tba ooapletloo ot each 

aueh \raaaactloD, dlacloaea to •~oh cve~ .. r la wrltlaf -

(1) (A) the beat 1ndepan4aat b14 aad aakad prlcea tor the aecurlt¥ at 

tbe tiae of the eall or purchaaa vblcb the 4eeler 11 able to aacertala upon 

\he uerclaa or r.-aeooabla 4111.1DOII or 

(8) the bea~ 1Ddapendan~ bid or eaked prlca a~ auch ~laa, if the dealer, 

&ntr \bt eaerclae ot reaaoaablt 4111.ence, la QA&ble to aecer~aln bo~h a 

bl d and an aaktd pr1Cil or 

(C) 11 neither •~ob a hid nor auob aA aaked prlot can be ob~a1Dt4 at\er 

~be t s trclae ot reaaonable dilltence, ~be prlca a\ vblc• \~t dealer vaa able 

~o acquire the aacurl\y ln t.ba\ •o•• /i4e t r aaaac\loo vblcb la cloeeat ~ 

point ot t.hse to the propoaa4 aale \o or purchaaa troa t.bt oue·toaer , bu.t. 

vblch le no~ aore reao\e \baD alz\.7 data prior to euob propoaed aale or pur­

e~''• provided, however, \ba\ 1t tbt dealer baa bad oo auch t.raoaaot.loo be 

•hdl aake t.he dl ecloeure rt(lulred by parajfr.,b (2) btr·eof; a.ad 

(2) If \ bo o1ooloa~a Ia a&da p~ro~~&n\ •o (H) or (C) of paraQropb (1) 

btreot, the tao\ that atLer the eserclaa of rea~a\lt 41llfaoce he vaa unab~ 

to ascert.aln a ~rrtD~ lndepen4ant bld or aakad price, or both, •• tbt caat 

II&,V bt • 

(b) Hothln i ln ~bla rule aball be undtratoo4 •• prevao\lnj aA7 dealer 

troa atatln~ in the vrltten notice required by p.-..rapb (a) ber.ot (1) \ba\ 

\he bid and aaked pr1cea ao d1acloal~ applY to an aao~~ of \be ••o~rl\1 ltlt 

~b&n ~ha\ solei \.o or pvehaaect troa \be cuat.oaer, lt auch ~~ \.bt taot., (2) 

~~' tbe lntoraa"ion partalnlnQ t.o the b14 and aaked prieta olaclota4 t.o ~b• 

cua~o••r baa bean ob\.alned troa aourcaa believed t.o be reliable, lt •~eb be 

the tact. but t.bat bt 1a Dot able to atat.e that. a t.ranaact.10A could ba~ ettec­

\ed a t the dl t c lo•ed price or ooul4 aot. be ettect.ed at. • bett.er prloe; amd 

(3) ~other t act, no\ 1ncooalat.aztt. v·l\b \ht purpoaea of t.bla rule, vhlcb 

~he dealer ••¥ visb t.o dlacloae. 

(<) Rooords To It r••'· - &varl 4aolar 

<o poraaraph (a) (1) of tb1o r..la aball aaka 

• 

vbo aak•• a 41 acloaure p~rsuaftt. 

and prater•• a record of (1) t.be 

Regraded Unclassified



191. 
- 2-

l.Dfo,..at.loa ao d.lacloaNr (2) \be d.a\e &Ad ,, .. u ot vtalcb noll 114 ucl 

uktd prlc:e• were ov.rrt D\ t (.3) t.he aourcea ot \ be l a foraat.loa 41acloaed1 

and {.C) t..ha dat.e aAd U•e 1\lch infol"'ta t.loa waa obt.alaed. 

(d) E<••ti•••· - . !'lila rule ohall 110\ appl7 \o \ be follovlaf: 

(ll ant t.raeaactloa lD a atourlt.¥ dUrloi \bt t.hl~t.~-4&1 period tollov­

inC t.ht dat.e oo whlch t.he t ecur lt.¥ l a firat. pu.bllo.lt offered, provided \hat. 

a refhUa\lon a ·u.t.eaent. l a la ett eo\ •• to .ucb a.c\U"l\.J uder \.be a.~t­

uu .tee. of 1933. •• ••a4ed, &Ad provlUcl 1\J..r\laer \lt.at. the -aler, ta coa­

oect.lon wltb euch t.ranaaot.loa, ~lvea t.o \be C\lat.~er t.be proapeo\u. r t 4Vlred 

by \hat. ACt.l 

(2) &At t.ranaac\loa ettectecl oa a aa t.loaal eecurltlea excbaa4t; 

(3) an¥ t.r.aeact.lon vhlcb l a a par~ ot a aecondar7 dla\rlb~\ioo .,. 

proved by a nat.lonal aecurlt.l ea exohanQ• aa4 vhloh 1• ettecte4 4url., \be 

couru or such cl1a\r 1bu1.1onr a.n4 

(4) a.D7 t.ruaac1.1oa ln. P •••pt.ed aeeu.rlt-7, prov1de4, bow ver, \hat. 

co trtnsactlon ln an eaeapt.ed aec~r1\y whlch 1a a dlreo\ obllia\loa ot or 

an obu,auon f1urant.ee4 •• t ·o prlaclpal or inter••' lt7 a St.a t.e or U3 pol­

lt1e al subdlvlslon t.hareot or &AI' ••••CI' or 1aatruaaat.al1t.¥ of a Stata or 

an1 pol1t.1cal aubd1Yla1oa tber.af or aA7 •~1o1pa1 corporat-e lnat.ruaeat.all\7 

ot one or aore State a aha.ll be ••••" fie. 1lbe pro•lalo·u of \ble rule u.n­

len tucb tranaaot.lon ocoura ln the couae of a publlo ofterlnf ot· aueh ,, .. 

curi\.t ~t the heuer ther·eot. 

• 

.. Regraded Unclassified



q m• 
Bow dO :rou propoaa '- t1DUOe 'M 48t1eU d'M'd utlaUoat 

.una 

1. It we aro ~ aw14 llltl&Uoa, 'M 41tftoU -t 11o f'a•ual 

out of aartnaa. 

2. Ianna• ot 11141ntala 411r1J11 tu aeooaa qun., et 1,_, 

· were at ~ &llll1l&l rate ot OYU' 12a. 111111ou, aooor41JI& ~ 'M 

Departunt of Oo-oe. !lalo 1o 'M lal'pat ill tM h1••7 et 

tilt oount1'7 b7 a ca. ..rpa, _.. t1aa11 t.loe 'tlllat t1w7 _. a 

year a&O• laor1np ot oorporatiou, plu 1lhe eaouat ot tull' 

depreo1at1on &lld 4ePlatloa I'OIU'YOI, Wil.ll a44 81lllataDt181J to 

tbla fipa. 

3; fila 1noraa•• ill aanap haa baan oraatacl larpl7 b7 the 

reatr1ot1sn.e requ1N4 b7 tM 1r&l' attort. .U Olll' wr attort 

• 
1noreaaee, eartnp an4 taxea, or both, au.t oont1DM to r1aa 

1n order to perait tlll 4et1oit to ba t1D&Doa4 1n a non1Dtla­

t1oD&l'J w.;r. 'fh1• rectull'll naw r.,tr1ot1on• on ooaa~ IPID41ng. 

It 11 preo11117 Uw nao .. aUJ tor 1Uah a441t1onal reatr1oUona 

wblob br1np .. Ml'e ~4&)'. 

~. U 11 1apoaa1bla to 1&7 1n a4oranoe what will be ~ 

exact eeour1 t1ea 111r 11b1ah ~eae tun4a all be oheneled 1ato 

the 'rrealurJ &lld .. ell be tbe S...a41ata purahal&rl ot the 

aeour1t1ea. 

bUJ'ing War bon41, 

extent that a&7 obiHIIMI 

that 1n41Y1411al1 abooae to aa'fl bJ 

aalea Will be 1DOI'Iaaed. fo 1liw 

repa7 4ebta ul4 b7 bankl, or to 

aoo1111ulata aartnp 1n Uw ton ot ballk aooouta, 1DIUI'allOe, 

etc. ·, OoorarDMnt Hcnll'lilea ell be aol4 to banb, 1nauranoe 

0011pan1ea, aDd otlwl' 11llt1 tut1on1. In all7 oaaa, llowYII', 1lhe 

aalaa will be non1atlat1oll&l'7 u lone u 1llw7 are baoUd b7 

an equ1 Talent &IIOUilt ot bona t14e aannc•· 

Regraded Unclassified
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tiUI!liD ftADI 81. nJGS JOIDS - !O!.U. 

CONFIDENTIAL 
193 

CoJ~ParhOn of Soptoaber o&loo to 4ah with o&loo clUJ'i"C tho 

ooao nuabor of bnoinooo 4qo ill ~ot ucl JulT 19112 

(At iooue pr1eo 1n thouoaado of 4o11aro ) 

• 19,162 

24 ,558 

I lop \Iaber 

• 28,418 

52,687 

AU f1curoo are 4opoo1 h with tho !roaoUJ'Or of tho tlllihcl Ita too oe 

aeeout of procooclo of o&lo o of tln1 hcl Sta tu oaTlJIC• bcnclo. 

Iotti lJ.curoo han boon rClUlcltcl to ll&arU t thou.oaDcl u4 will 110t uceooarUT 

add to totalo. 

Regraded Unclassified



CONFIDENTIAl 
194 

li.XHD SUDS SA.VIIGS BOlDS - URII8 I 

Collp&l'iooa of Sop~•be.r eale1 ~o date vitb 1&111 4v1q the 
1 ... """'bor of ll'<l11A111 clq1 in "-t &114 J.U7 19li2 

(At iloue price b lloouu4e of 4ollarl ) 

• 11,6,34 

26,381 

• 14,044 

36,222 

• 15,821 

JO, 701 

All flcure1 are 4epooih vilb tbo !reaovor of \be lloi \14 Ita lei oa 
occ01111t of proc>ol4o of 1al11 of 1Jo1 \14 8ta t11 la<riDCI 'boa41. 

72.8 

l lcw-u be'" 'boea ro"O.IIIle4 to nearool tbou .. a4 &114 vill not aee>euarilT 
ad4 t o total1. 

• Regraded Unclassified
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2 

muo S!4DI unma BOne - san:a J' AID o OOIIBIDD 

Oomparholl of 8mpt•bn oal .. to date with oaleo clv.r1Dc the 
ooae I1UIIIber of budllell claT• 1D .b&uot ucl Jul7 1942 

(At hou prloa Ill tbou&Dile of clollaro) 
\ 

• 7.528 

9,811 

of the 

hphaber 

• 7.528 

17 • .l59 

• 12,222 

28,810 

• 12,597 

21,9116 

61,6~ 

6o.2 

Dlrto iOD or llauareb tJicl StaUoUco. 

All rlpeo are clepcolh with the freaourer of the 171lltecl Stat11 Oil 
account of procooclo of oaleo of 17Ditecl Stat11 oartoco boDclo • 

71cur•• ban bee• rOUDdecl to Mareot tbov.o&Dcl ucl will 110\ 110couarll7 
&44 to totalo. 

Regraded Unclassified



Da11T I DailT I JlallJ I 

1 • 11.6 • 11.6 • 1~.9 1l·~ • 1·5 • 1·5 • 6.9 101.~ • 1~.2 • 19.2 • 21.1 
2 1~. 7 26.4 ~.5 1 .5 9·' 17.3 16.6 1011.2 2 .6 113.7 

a,J$ 

' 
55·5 26.~ 

51.1 15-5 

~ n .o ~·6 
11.l 

116, 

5 91.3 .2 114o.5 
1113.3 51.1 201.~ 
168.1 

~·· 193.~ ·1 
2)6.6 

220,6 Ill!.~ 
270.1 

239.2 90.1 
)05,0 
)29.3 

1- 272.7 99.7 372.11 
15 2U,2 1()5.0 
16 307.6 

~J.2 112.1 9.7 
17 J27.2 119.2 11116.11 

11 350.1 125.7 1175. 1 

19 365.~ 130.5 1195.9 

21 ~99.6 1111.0 5110.6 
22 15.7 147.0 562.7 

~~ 
~)6. 2 155.2 ~·-~7.1 16,3 . ~ 

~ 
~.4 171.0 652:~ 
1197.4 176.6 6711.0 

5~·7 
1a.7 J2l,ll 

5 . 2 195-5 7111!.7 

570.0 . 205.0 n5.o 

of \he 
...,. 

J.c\ual •el•• fiCQoMI are 411p01i h vUil the !reanl'er of tile tJn1 te4 Stahl Oil acoo""t of pr oceed a of woo of 

loto1 

lhol\14 Stat11 .. ..u.. boDOls. 1'1cv•• Ill" bee r o11114e4 8D4 will DOt MOIIIAI'ilJ .U. \ o totelo, 
~ta hl<u I.Ato accouat both till 41117 trlll4 4viAC tile week M4 tile JOOiltbl:T troDOl d.uriAC the .... ~. 

Regraded Unclassified
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. ........ . ~·· ...... . . ' '~ o· ,~,,' ... 
~·P·7 L. ~· ,1 

~ . 
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TREASURY DE~ARTMENT 

WASHIN81tlll 

S•pt.ab•r 8, 1842 

KEif()fWIDUI( 'fO 'l'HI SICRITJ.Rl I 

Ther• 11 attaoW. !'PtaftPJ Dtpubmat hf1lbltin 
Jio. 11, tor fOV lipatvt. Tht n¢1itio11 will 'be 
uatd to ••1•• 100 rora Truok Challil to be utiliaei ill 
t illilli Lo4 Lea11 requira111h. 

Tht Chair.&~~ of tht 1ar Productioll Board approYei 
tbt allooatioR of th••• truok ohaa1i1 iuguet 29, 1~. 

J!nclOIUI'I 

• 

./ 

Regraded Unclassified
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UIIDm• 
If 

!II nUiln.1fDiii lt!t• t:1 11&1. 
-· 1ft t:l ocaJI 10. IN». AI 11&*•-

DA-!PS-Je •. __ _ fr••...,~t ...... .J!.. 
tos ... 1• W. r.a. Pia.., sat attl ... , 

S. ...... 1 .... C:alltenla 

1a t11e tat••-' et •u.u w- u ... 
\en 4et..tul aa JJIIII'J tMt tM artltl• • •twlala 
lltt .. w .. " ••t•lll tl ...... tak• .... t .. tile -
or opentl• liJ tile lalt .. Stat• .,. la lt1 lat-.tt 

100 ,.,. !n•k c:~~uat •• a .... 111 .... t.u ... c.... -
.... 70'17 /'F1CII 
•••• l/8 - 18/11 -
M/iT • Tl$ • 100/lM • 
16l/ltl8 - 1T$/178 -
118/111 
.... 101/lli 
.... l6liiN Ol1 
.... 1M1111 • •1 
.... UO/lTC ClM .. ..U 

- MUI .... mT- un-
llTeelllm-
:u. -lltO 

.... 1Ciil/lCIIO • llTil/ 
11781 1111111 • 

ate hPh 
... 1118 
... 1111 
... lTf 
.... ITI • ITT .... m-m 
••• T181 

m tM ......... .rat .. 
,_. *•lu • Lt.S. lllalla. 

'r.tal ., ..... 
w ..... .... , .. 
car­
a ,.tu 
i .. "" .. 

e ..... 

.., "• 
1 .... ,. 
1~ 
1 .... 
I ball• ...... 
1 .... .... 

Regraded Unclassified



All pi I 0 ..... .., ela1a te ....... .. 
la .., et tM .., .. l....t'MI .rtlelee • •terlU 
an •beettl te d"N ..U• ~ tllelr ·~ at -
te miiCil'rJI'rar m !IV t, ••':t' 1. c • 
... lllll ........ l\3 tM , ...... -- tl1b& 
•• elalie • 

.. u.ct ... D. c. Mttc , 1M.!!::., • 

• 
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CONFIDENTIAL 202 
WAR DEPAJn"MDn" 

WAR DDWTn I X L L&. ..,,..., 

-.nNI'W'.... - .. 
.,,... aacw 

., clear llr. ~ w-- W.,.._. -ua ot ,._ .... _..,, I a Sa 

.....tp\ ot a repor\ wid.'* i.MS..t.. a_. "CI'fttallla JIM I ft a Sa 
l:eed!h" • lritu~~lblp *'* ..... "flolpa, Plerida,. -.....u. 
Oa board -. pea n•ll ot t11a Briu.ll ~. ~ • .ur '-• ud -
/1) ocld raor.S.ta tw tiM end'u ,_,, 1lldAil per o-Il UTlftd tw 
~*'PI rt w tr-fte1t•ns tlla Old.W llt&tae tor -.u.eu- ill tiM 
Brlt.lell -.,u.. Ill addlU. , ..... _.. ~~ 60 _..,_._., ot 
tile Brlt.1ell •ero&lltiU llariM wboM eiJSpe 11M "- ~1111114 Sa tiM 
C&ri~. Aa u • .&. Cwponl, P&\rialt '-• 1o. 536744, naat .ur 
.lra ~ 'l'r1111da4, •• ~ traneterrad to a,_. lloepitll. 

Tile r '•''II Jdllt&IT per-.1. we illcll.'l'icheell:r nb3a.tecl 
to • tlloroqb imaati&&U. l.eet1n& ~ IYl.t - .._. to .. .._. b;r 
tile r..4.p-&U. llenica, b;r t11a P.B.I. ad, I a eellmd to ae;r, b;r 
- or ..,.. nmtJera ot tiM LI.S., ad l.erall:r en •tt.ere 'llld.cll, ill 
., op1111en0 _.. s-ters.U. 1t DOt et,..u. ftlere&ttel' t11e:r were telcen 

ill benol b;r tbe ea.n- ad0 1:4 - -• oc.pl&\ll;r etrftppM ad 
eeerebeclill e _. ...,,.._,'11 - · ftle II'Ui* stett Clrpt41n, 
B.D. O. J-, pointad M to tiM 0utae otftcwe IIPIII'IJe" UJat M 
~d ec~ N., ane'M"v ter tba u tiM:r _.. pert et a lint\ 
om~ &dY1aM ,.._ ~ UJd .,._- • wen a Uet 
CCIIIpU.ed b;r tiM 11.&11.8. 8tatt ott:l.cer Sa !1'1nida4. O.,Odn 1-• 
•ppoele eppa&l'ad to ba ot ao ...U, ad nnton-~ M did DOt ._.. 
tile be~ or t11a Ioree on 'llld.cll to recl&\cr • ottici&l prvtect. 

!1M •v •mt s-, baWl ettiewe uad -· _.. .U3Mtad 
to tile- .....,net.s. and uq _..apt rta"'"n& u _. aa a 
bave ill tbe ehip'e ~· el,..... __,. _.. .U.U ntterin& 
hat tu etteote ot tu \elpe•e'n& ot t.Mlr ehipe. One ot tllaee ot­
tS.cere, tiM c.,t.&Sa ot t11a I. s. _....., we 1:4 a perticoalal'~ 

fiii~irl=== onndi.U. ....... traetad Sa ~ tiM - .., .. t.I!P 

CONFI9£NTIAL 
• 

• Regraded Unclassified
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CONFIDENTIAL 

Ill .., aplniM1 t.M Pl'll I I N Nll d at. t..,. S.. EE0t ~ 

• 0"'""'' Uld • a.... .. *lola. u ~ s.. • t.e - ~ 
.... rt. _. Ul t..U.C .... _, t.e t.M .....,..... ot - .-4 Nla-
t.i<U witll ar.t llrlt.eia, .. ala..., -~l;r ~ -­
ettort. It o~ dNa 110\ tea a ....- ottctrt. ot ~ t.e 
reali•• tbo ltGid tbat -u .. liiP 1a ov ,.._ -. Atlorloaa u,op. 
:L.oclitla ln ....,.11'1, or la ~. nb~oatod to t.M - bsM nt Oil 

tile pert ot tlw llrlt1eb ~t1oa. 

I a _,., at~ ot t.M oplalOB tllat ..., 1aapoat1e or 
..,..,natice teo z.dcrat1oll, "-'••• r.B.I., Jf111t&r7 or laft1 hd' rt.. 
t1as ot • •t tre ot tbo llrlu.tl .&z..4 IonS,- arrl'riJic at porte 1a tlla 
thrited 8tatas, witller tor tNDSOb1..-t or tNEUdtitiC tile Uttl,tod 8tatas 
tor dest1naticee 1a tlw llrlt.s..b :.plro, S.. EEOt ODlT -tt??MZ7 bat, 

'IIDder tile ~-, 1a ~ ~. It dooe .,_.-
3&171 bowso .. , that ,.. JAi Mol bo pNpW'l;r ~ IDd -w 
tor teo tile .-J.u.ta .uaoriU.. Ill -~~ ~ s, I lien ........,S wl\b 
tile Br1t1sll ll111t&r7 At.taello tllat, 1a tiM ~. Ud.a otftos bo 

not11'1ed ot tbo J4 UFEIEt1ft arrinl ot 'on ot tbo Jlrltiall A....s 
Semc .. 1D Wa -u,-, ad tbat tbo llrlt1all Ultllorit1as llan a 
start officer pNOat at tba Port of ~ to idltlt1f7 .ell ~ 

iiOiiDel and to tvoaieb lliEOb oert.11'1oatas ..,.erbls, twr atatu u _,. 
ba raqldrod teo tbo dspg,..t tMe ot tbl8 Oetw t --ode IIJiCIEl tbo 

rae~ ot -b w-uoe 1D Ud.a otf1ao I eboll bo '"17 &1.&4 to 
notif7 nob otf1oer 1a ,_. ~. ae 7"* _,.-fit to ....,.,..to, 
in order t11at ...,. por sl _, bo a tod rr-~ a.1nat1otl. 

lfq I Gpl'Me tbo bop? tllat 7"* oaa t1Dd a 1iTir to 1•- _. i.tlat..­

tiOIUI to tile ,.._.al of J'IIV d.,...t.et tllat wUl aooc.plleb tbo IDd 

des1recl. 

(8). '· ~. lfrJOl" Clell...-1, 
•· c. ot a., o-a. 

CON¥:iDENTIAL .. 
Regraded Unclassified
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-taUft w ..,_ ,_., '!ee1'7 ,_ N1W JUS •• Ia a $ ' 

l tel, ...... .as.. ..... .,.. .......... . 
~"_.._._.., ....... - u ... , ..... _ 
~,..,.....,111 •• .. .._,.._., .. a , "• 
.,..,,,, .. l ........... ., .. ' t 'el= ..... ~ .. ~ 
..U._.WW._.._I..W'-~tlt "• .. , 'e1• tit 
liz', .,_ - •• '-'1'* -- .. ..... « 

l&la•'ISt dlroi-LI ' _ _, •• .._,,etn.. 
1a -. Mat. r a • ' _. -.s.dldll ., .. I ,,._ • • •P rt• 
t111a v-u.. I ..... Ida t. -'1!) _., ..U. _. _., ,__ .,_ 
~.*- ........ ..u... ) 

• 

-
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len ..., fll • I 0• 

.. tiUI •• .. -.. • ............ .. ... . .. .,.. ....... -- ....... -... .. .. .. I 3d• _____ .,..,. ....... . 
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a , ..... 

(8lpel) B . llorp~lla&ll, .lr • 
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•• b I' 0 .......... "· '*I a., ..... ., ...... 
,,., .... n » naa. 

.... -
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•••=nnz •w 

pem. lo, lQ] 

Jliltt. w. - - ""•Wial-.. "'t.11o ~ .u ... ts... 
but 11>1 UJ.n oneoq col- aro ._ted to 11oft wl~ ~ to t.bo Soutb. 

In tlllo "''" • larp -.. .. tnu ... ot- l.f. - - &D4 horuoed all c1o:1 
tile air and by OW' trcopo trc. tho Soutb. 

OP1'fL Ng I 194 

l . W& 

La,. n~\ oao ot - ,.,tor torpoclo bo&to nl<lool a utJ>t bouH lD 

CB.QCif.L ISLIJIIIB and took 7 pri-. 

AfiAC!(8 !! SI!IPPD!G. ,r.,. 29\11 .lll&uot to lot Sopto.bor IDcW.h• 19 

ohlpo "'"' roport.ICI \Crpodood bo- 24\11 aDd 3ltt AIIJUOt. 

u.oian 1h19 1n hoobound. convoy 1D lort.h •••t.om •pp*ohle. 

vey of f 11>1 CanAdiAn coaot. One llritlob, l Mo...,£Un and 2 Dutch ohlpe lD tho 

INDIES. A Dritilh an4 a Dutch tonltor in convoy 1n tho CAJUBB!AN . A lArs• U.s. 

ta.nkor north or the AZORES. A Britt.h and a Dutcb ehip 1n homeboUnd convoy oouth­

.. ,, of CAPt FINIS1'ERIIZ. '2 Britiob ohlpo lD JPII&I:lm ...... A Br1Uoh ohlp lD tllO 

IIIDIAN DCIIIJI aDd ano~lwr oft cout ot MP' GUiliiA. A BrltUh &hlp - alao t.oi'JIO'!oe 

ll> ll>o IIEDiril!UWIW • • -chod port lD -· A BriUob obip ._. ainod off LOOS-, 
rorr o1111 • • ..,..sUn t..bocl orr P!UDll!!, ~ut boU> ...,. l>Mcbocl. 

2. I!JLITAl!J e 

mll· tho Go"""" -- \C - olow _.. lD \I>ILr · - oa 
Sl:oLIJICIW) r.,. tbo South ..... In \Ill c:.oCASOO floroo fip\ia4 11 lD prooc:roao i 
t he "'&loa of t.bo ICLUXJlOR PASS 1n tlbicb ooao14orinl ll>o 41ff1aul.t tornJ.n faLrl,y 

l&rp "'""~' r._ ..... onpa«<. file-, __ ...,.~- vtllor 

paeaoa oonatet or i arwpe." 
f1~ hold . 

J. AIR OflW'tiCIIS 

!'l§tsJUI tpr. l•t/2ad. su•w• ••. 
• 

out attaokool U>o objMUn. Aboolt 4)0 t.cu ot &.1. u4 ~ao 4roppod l.a 

about 01111&1 proporu011, a.s. w '·- S4 - or~ 1..., eo ot 2 ,000 11oe. 

tben - oo hou. l'loro dn>ppJ.ac _ 1.-.w u4 bo>lptol. LltU.O _.t.ldB 
traa totlll:r ~~. A.A. 01: 1 8'"Ehte• ~t.q a eoet lt.IOOO&Il\al. at.taok. A 

-tJ.oi obtaJ.aM a 4Lrwot bi\'"' at S>. ll.I.ZAIRI. 

Regraded Unclassified
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··- .. 
' 

2Jid, Siqle ........... cxuan, - ... 11•a•~ .. 

oWlatiOIUI near Gllllf, floD r.w. 190'• - lllot. "-... tM 11°._.-J, 

t 1ros. 

2ttd./)rd, 202 airwaft 10ire ..at ~ - ~··""''I 1991 I lntn1 ), 

&ircrat~ are aieatq. fidblUt¥ - rt81""'11 _. ..,.S. 4 .....,. e.1Jocln.n rlllll:l!l.. 

aYOr YORitSBIRI, cna of tta.. .. 4MtroJecl bJ ff.cll\eft ott 8CAiliiMJiJIW·IUIII ADOt.Mr 

crashod 1n ESSEX. 

Jim. )let/ln. Oar 'b•' 11'1 a\W t'OIIIIII Barbour, '•'"''"I 

noer iL DAllA end oo.., I. f . ill tile 8'' em -tor. 
lot. AltllouCh at 1~ llaaperod .... ti(GII _. oacortod Upt 

bolbora n ew a nuabor ot aorti•• ap1ut. taDic8 .... • · f. ill t.bo Swt.b.>rn a ector. 

Blautlgbtore atucluld MA'IIMI4 l.f, llet liD 11.-n' IUid SIDI IWUIAIII, ...rt '"obicloe . 
qro deatroJocl or~. 1.0 __,. airwaft"" 418~ bJ tlpt.ars end A.A. . . 
S woro proboblJ deatreye4 U14 l6 ~. •• 1on l6 a1reratt. 

J!!llll. 29tb., .u.u.4 'xs'•N at~ LASIIIO fCOIII IUid ac~. 

Regraded Unclassified



JB~fl!ll lllSf Slj!!lf «•iii 
cri'IL !), lll 

pm B p=' IE 

0111'1 10 • ..LL 

~ollAiodlll l.a ,., """" - ., ---"' ~ ptriad 27th A-\ to '" lqt I I • l'N2. 

l. l!AW< 

~~~!l!!~Tbo ,_ la\t.lMIIlp AlmJAI. ~ 1.a nportad 
•c•IA lA NoTt.llom n l.a ~blo tla\ uw ablp 11u nturo..s ,_ 
a CNill In ANUO on4 lbaaoi.UI watan ud till\ l\ - tlllo ablp wlllob OOJ'riod 
out Ill• boob&rd.oan\ on DI~ ISLAIID, 1W1A W .., tllo 25tb. Tbo k\Uo Onloor 
SCJWitiNORS1 otiU 1n kl\lo 1.a oonaldoN<I noo ,..._ apiA tor oorrlco. n..r. -
1 hM"l' Nid on AIICIWIGII. .., )lot. 

!JII?IDII&IIIAI· fMn - -.ldol'&blo aoU•ttr by botb nt.orlno 
aad drer.!t ap1no;::;:;;:;il:1ppi.Qa ~ portocl 28tll A-t to )I'd Sep-IIH l.o­
clua1"· 10 llbipo aro ol.&lMd ~ or oorlouaJ.r Ill\ ud 4 oU>no &loo ~ • .1o- doot>;<O'OT il oloo cl.&lMd Ill\. A noet a1r ....,GM&ll...,co .- tbo 
IAIId LinOIUO Clooo k tt.loohlp a\ fAIWI!Il. 

syawgu !.U!fN!i. O-boot attaclt - otw 41roow apillot 
,_ ,.....,,.,~ ecn..,.. ud ohlppi.Qa 1n tbo ••t lndiaa .-. """ A U..\lo _ ...,, "" 

ottacltod <111r1n41 -k ud 5 ablpa ~. Prorto~ t~o tor tbo - oocliAc 
.)Otb liiC'>tt - 20 ohlpa ~ br INlMrl.na. Alnnf\ uolot.Mco doopotcbod to -
C<0¥011 att&ltod in tllo AU..\lc prone! DOtab].r atfoctha. DllriA& tbo -k oocliAc 
2nd SopiAOiboT, tllOTa wan 2) attackl CD 0-boota b)' alro....rt and 19 b)' ourtuo 
cn!t of ohlob ) br olToT&fi on4 5 br ourtoco c....rt &TO 0411oidorod ~o!Jfc, 

llllol!!lJ, 2 F'roncb MNbant ablpo totalllnc about U ,OOO lOIII 
TOOobod CASABLA!ICA?r0. RDI lORI on 27\b • 

.1!11SS.U. In tbo Black s.a Ruuian Now Urol'&ft bo .. oOUTiod.aut o 
ttritt or •ttt.ok....-onlandini on.tt in .,.,_, oocu.pi.t porte and • Coro• ot R\Liaian 
CIUI.uro 11 ••portod to bo .. -- 1'1111l00SU en 27th . 

:I&Pl• Iapor\o 1n CCOVOJ' lntc tbo Unltad lined.,. fcT \ho waok 
aoo11111 30\h A\lCI'Ii won 6?0,000 t.coo lncllldiftc 166,000 toni of oU. 

2. llL!t.W 
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,. am WM"CIS 
IIIIIJIILZIIII'· - ~ "-".,- DlPt orr-1 .. op.18R 

_ lJidlol1.r7 m r--.. darlllc - - - 19110 - oe -
otro rolMiod, iDc1adliiC 4 - ot 1,000 ,-_, IIIII 1,. oC 4,000 ,........ tbo 
•iA obJtetl ... ...,.. USSIL, MJTt '• ... ._ _. U.. IMI. Attaob ..,. 
ra.........S tlt.h cood -u..r IIIII n- .-w -_. •raw~.~~~~era• _, .., - 11111 
U>• n.roo dropped b)' 1.1.- oddod -UT to tile- ot u.. .,. .. u..... URLS­
!II!IE hod no\ .,....n .... lt _.-1-od o '-"7 o\\ooll, Cou\ol - _, ..,t 221 
eorU•• en anU-1111boUillo opUo\1..,. 111 oddlt.loD to ,_ Bteoo, pot.rola b)' -
c_,d, 0\11' A1r/So& Jtoo..,. Sorrt .. dur1nc A-t oon1od 001t )5 -- IIlii 10nd 
U4 Ullod pol'lonnol. !Yoey olro!'Ofl. •ltl>tod b)' Ulo RoHIIo Sorrioo - Mnd, 111 
..- ea••• at ll oonl1d•rable diltuo• trc. CNI' oot.ata. 

0\11' ootlorlt)' ...,. t.ho botUo ozw ._...., 111 111-
1Ailltl ty wl t.h of lut lloJ Olld Juno. 0\11' llcht -.ro - hoo"7 
oppot!Uoo troo an\1-oirore.tt tiro Olld ..,_ tichwro but wore .. u protoot.ocl liT 
our tii'>Ur ••oorto. TiP ..,..,. oleo diopla)'od ...,.ldorol>lo ootlorl\7 ...,. tile 
bltUo aroo and 111JV ~11 o~<:ortod Stub tonat.iooa .... 111torc.pt.od by -
fll'>tor potrolo and olton torcod to Jottioon t.ho1r boabo. 1J 10 87• 1 IIIII 15 f'1llh"IH 
_.. ohot ~ b)' .,.. olro!'Ofl. oe nll u 15 ooro - &irorott by - l.A. 
U11 boohoH troo CII6'TI - 2 Dicl>t ot\oclca wtt.h 80 IIIII 50 o1ro!'Ofl. ro1Jpo<:tl•rol,...~ 
oo our u ....sr- 8001tb or ALUlliiiRU. 4 o1ro!'Ofl. em t.ho """""' wore clootz'o7od 
ID duqod. ) ..,..,. boal>oro .... ol>ot ~. It 1o IOtlat.ocl tbot Allied olrorott 
NOk 2 and cluo&«< ll ohlpo em till If.II.I-UIUCA wJIPlt r001to or 111 We occupied 
llotbcuro, thou f1cW'Ia l.ncllldo a Doet.n:Jror -..s and 2 J.arao t&rlltoro IIIII cioe 
-tltr on• ••t on ti.rtl. 11gb.t.uoa carried out otteali" operat.ioa.a on:r Stcru. 

4. rm..wD PJQC m?t09fW1(IC AI!D JI!Pl.tpC 8!P(!RTS Cl JUiSULtS Of AIR AmqB 

Ql jl!!l!l mNTORX Il! l!fflQPI. 

SAAIU!~CICP!. A aowapopor Nport oa 19th AUC~~~t etotoo t.hot 111 
t.o rtpUr tht wor1t o tho 4e.ae.ca workera tro. -.ny othtr dt.t.riot• havo btl.d. to 
b....,aht into tho towa. 

Rl~Zfl· A r•l1able •ourc• reporte that Gtrmo.n Statt Otticere have 
1tA.ttd that. the R.A.r. pl&n waa bold and well exHUt4d and that R.A.r. •crreeeiv .. 
nel.&~ CIYO thea the aoet ditflcul.t defence problM in th.il t.ypt of n.ld. 'fboy tear 
that 1a tbo futuro hMrtor '-be - be WJed em a lorror ocalo. Tboy odmlt about 
1'70 alreratt. lott. durinl the attack. 

IWU· lt 1a reported tbot 400 i*>l'16 wore ldllod and ..., .., .. 
lD,JuNd, 40,000 baTI bMD ..... eueted, )0

1
000 of tlboa, DMJ'l1 COl \h1.rd cl t.be popl­

lAUOD, Wtre hael•ll· 

!111!261.• lJ> DUIS!IIR:, the Jl&lt r&1do oro ao14 to be" 41a~tod 
tho Cil'JIAIIT-lTALI oool lore.t!ic !or a -k. Tbo etfoot ot tho at\octo em IIRI':III2I boO 
CN&Yd a probl• tar t.be houaW autboriUN, eapeol.a.U7 1A tho cue ot 1oeke 
tUt •ortnt aince, owt.nc to tb'lluteot ot 4.,tnact.1on to the -or-ken' dwel.l..1.ftp, 
1 W.• FOP"ftlcm ha¥O bad to be .._od 111 -•senOJ' loltoo'"'" to\olll' uallllitahlo 
for w1nt.tr condit.lona. 

S. 2PlJW'tCI!AL AIMR6fl' 8AULE CJSUALTI!S 

MEfR)fOLIW Agl 

In tbt Air Ollt. Prob. • DOoo&od 
Dtet, 

bhon S 
P'iaM•n 10 
111acell•=M!Utl _1.. 

20 

2 
9 
w.. 
ll 

lD 
lb 
_,l_ 

71 
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PP'"" 

BRUIR 11111 
!'rob. 

In tbt lli All the Q==d Jlu1a. llllb. ll:., 
B<>mbtra (1nol. 12 ) a.-ben 20 7 12 
l D.S. Fill! ten 2) 11 29 

!'iihtert )8 1 111-llan- 5 1 3 
Othora ---'--- ..m.. 

'fot&l 51 4 Total 48 19 44 

1 ern ancl 9 pllote an eat•. 
or the aboft totala, 10 .. re d .. t.NJed, 2 protablJ daat.rG7W ...s 

1 duooged by A.A . 

NO'fE1 lo a-t 1e taken ot ..,_, airorart daat.rG7W en 
t.ba IJ'OIIDil 1ft 1UJ:f thoatre, or ot British naval 
airo:ratt caaualu ... 

6. HOllE SECtlJUTX 

laU...ted caaualtiaa tor weolt oncl.1na 6 A.ll. 2nd - Ul.l.ed 92, 
aerioual¥ woun4ad 91. 

-
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Ofllee ol Stratelic Senlce~~ 

THE WAR THIS WEEK 
Although the Nasia are closing their pincers about the 

defen.see of Stalingrad, the reduction of that city IDIIY 
involve a ooetly siege. In both the Gromyi and Black 
aect.ora the German drives have slowed, and a final 

in the Cauc:aaua (if that ia the Nasia' intent) still 
1001e weeke in the future. 

Rommel's long awaited blow baa fallen in the eoutbem 
of the EsYPtian front, but it is not yet clear whether 
a aerioua tbruat for the Delta or a drive for limited 

Germane continue to press Laval for concessione in 
and Metropolitan France. Laval is pliant, but the 

1 MinJsteJ of Marine, Admiral Auphan, is reported to have 
!Si!lted Nasi dtllllAilde both for a Franco-German defense 
agreement on Africa and for tbe surrender of French mer­

t.onnage. Internal tell8ions in Spain appear to be 
mounting. 

In the Far East tbe Japaneee are executing extensive with­
dnwals in China and have suffered further reverses in the 
Solomons and at Milne Bay in New Guinea. Indeed recent 
Allied sucoeeaea in the eouthwest Pacific have notably 

'"::.;~;:our poeition there. Some obeervers meanwbile 
;. tbMe Ja.-.e withdrawals and the sudden reaigna­
lioa of Fo~gn Miniaw Togo aa pointing to an early attack 
011 Siberia, but th- forec:aata are still definitely in the realm 
ol apeoulation. 

The inoportant urban oeaten in India are beginning to 
leturn to a more normal life, but a 18w-t ia aot yet in 

1 

• 
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•• alld a _.J GIYIJ £mbaO I " u £ 
clioWlci probai>WIJ'. 

TA.SN,.I/~ 
Tbo 0....... haft DOW .--bod tho ~ ...... ~ 

&aliJ>crad. 0.. tho 110nh, eouib, ADd - u., .,...,_ 
imatoly 16 mo.. diNr>t from t.bo eiiJ'. ~for.,,;,., 
1o iba- iba dolondeno.,. in a atalo of._ ...._., 
continual c5ay and nicht alr ·-· Nonh of Klolotali, 
however, t.boy have oucoeeded in ~ tho Doo bol;aj 
iba o.nnan Unoa. 

All yai there il no•icn thatSt.aliniVAd is about 1o foil. n. 
aooompanyin& map indica,.. thot in the .J>Ut ttu.. """ 
the OeMlWlll' PIOC,... hAl boon notobly .row. than In tbo 
earlier pho.eel or their oft'e:naive. Five W'flllb 110 &be .. 
vadero had already oecupied moot of the Don bend. n., 
-a ace their me<haniaed eoiumno had oome up ...­
llubbom Soviet reoilt&nce in the Kletob,.. area llld 11o1 
peoellated oouib of the river beyond Kololniko.o. A"'* 
ace ibay had -hod t.bo Don alone ito wbole ....,.. uo1 11o1 
....t>liohecl a oow bridpbeod north of Stdmpad. s.., 
wilh tbolr ~ dooed oo the eity, tho Nuio -lot 
facin& • 001117..... . 
A-wN-iMl; lloo ~ 

With iba fall ol the omall pen ol ADape, tho olow 0... 
ad ..... .., tho Blaek Soa littoral -y be wil.biD -. 
o1 Novo!OIIiiok. The li<P c4 thia latter city hal ~ 
olready be&uc. A creater ,...... "' the Soviet pcoitD • 
tho Blt.clt Soa eoaA, however, ·- in the'-',... 
onclt German mountain uni"' have tolten iba KJuldoor,.. 
on iba Sulthumi mUi~.&~y hishway. Such a """' IIIIP• 
ro~ol an efforl 1o outflAnk the Soviet defendero ol tk 
Blt.clt Sea per"' by •trikins al Sukbumi eoutl> of lbo f!"""' 
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f&inS. On the other hand, the eeUure of tbe pea znicht be a 
purelY defensive effort to pro~ the southern flank of the 
German divisions driving east toward Gromyi from a poesible 
Russian surprise incursion. 

Around Gromyi the Soviet def6118M have again elowed the 
German advance, which ia apparently nearing Oudennee. 
And even beyond Orosnyi the Russialll! will be favored by 
the low foothi118 between Gudennee and the Caspian. The 
fall of Gudennes, however, would cut off the rail and pipe 
line connections of the Gromyi &l"e&. 

Despite the threat to the P&81!e8 over the western Caucasus 
mountains, it is still likely that the main battle for the Tra~~&­
Cauca.sus will occur in the east around Makhach-Kala or 
Derbent, perhaps not until several weeks from now. And •• • 
by that time the P&8l!e8 of the Caucasus will be filling with 
snow. According to a source ostensibly with German stair 
connections, the Nazis are already dissatisfied with their 
progress in Russia, and feel that the Trans-Caucasus cannot 
be taken this year. Their goal ia now to capture Stalingrad 
and to reach the Caspian, and thereafter to cut off so far as 
possible the resources of tho Trans-Caucasus from the reet of 
Russia. Already German columns from Elista have probably 
reached the Caspian from the Kuma River to the mouth of 
the Volga. This advance across lightly defended territory 
may represent simply an effort to protect the north Bank of 
lhe Nasi drive in the Grosnyi area. 

Tile B/4ck Sw Fleet 

With the present menaoe to the whole west Caucasus shore, 
attention has once again centered on the Rusai&n Black Sea 
Fleet. U the Oaucasus:is entirely loet, this Beet would faoe J 
two alternatives: internment in a Turkish port or scuttling. 
In 1918 the Russian sailors of the Black Sea Fleet preferred to 
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blow up their abipe rather than to hand tbezn Oftr to 
Germans. In the opinion of a Soviet obeerver the lilt 
tradition is now eo strongly rooted that it ~uld "-'• 
surrender, even in the most hopeleea situation but = 
again act exactly as it did in 1918. ' 

Acoording to the same obeerver, the fleefincluda lhe old 
bat~eship Pari~h3kaia Kommuna (launched, 1911), lilt 
crwsers Kraanyt Kcwkaz (1916), Kraanlfi Krvm (1916) llld 
Chnwnaia Ukrai114 (1915), the aircrafi carrier Blalift (1i3?-
22 planes), and numerous destroyers, aubmarinee, torpedo 
boats, and smaller cra.ft, moat of them built in the Jaa five 
years. It11 Commander-in-chief is Admiral Philip 8. Oklit,. 
brski, who roee from a stoker through the ranks to the CIOIJI. 
mand of the Black Sea Fleet in 1938. Well .known a.s oneol 
the builders of the Soviet Pacific Fleet, he supervised per­
eonally the defense of Sevastopol (according to the Ruaiaa 
prees) and was the last commanding officer to leave the 
fortress. An active member of the Communist Party, be is 
in high official favor, and i1 considered one of the "lllorlc 
men" of the regime. 

The Rmsian Center and the North 
In the Rzhev sector, General Zhukov's month~ld counter· 

o!Jeneive, while forced back around Medyn, hM t.akeD 
Zubtaov and reached the defenses of Rzhev. But it bas 
failed to crack the main German defensive system and may 
already have spent its force. In the opinion of acme 
American military observers, Zhukov's losses in men and 
mat6riel have been out of all proportion to the ground he baa 
gained. American joumal.i.sts-permitted for the fust time 
this year to visit the fighting lines on the central fron~ 
have, however, seen little evidence of these heavy casualties. 

Laet week-end's air attack Oil Helsinki which scored dirtel 
hits on a braaoh telegraph otllee, a large

1 

military ~ 
4 

and 8 locomotive repair shop, was, in the opinion of 8 weB­
p!Jood Ameri~ o~er in ~d, ~ moat 1111--'u! 
bombing in this war or m the Wmter War which preoeded it. 
Other reports from Helainki suggest that the Germa.na have 
sent several of their mountain diviaions from North Finland 1 
to the Caucasus, and have replaced them with three newly- \ 
formed mountain divisions of older men. A possible further 
sign of a manpower shortage on the Eastern Front ia the r&-
port that the Nazis are now training Finniah volunteen for 
service with the Wehrmacht---<lr perhape as replacements for 
the J Mger battalions of Finns now apparantly fighting with 

• 

the Germans on the southern Ruesian front. 
In the much-bombed seaport of Murmansk, Soviet morale 

is evidently still comparatively high. According to a R~~&-•' -. 
sian sailor just arrived in this country, the people of Mur­
m.ansk have booome eo used to air raids that the work in the 
port does not stop during bombardments. AU young men 
being in the army, it iS the old men and women who unload 
the ships. Special brigades remove ruins and clean up the 
streets after air raids. With meat and fish practically non­
existent, the average meal consists of a plate of eoup and a 
piece of bread. Although greatly depressed by the Russian 
reverses in the Caucasus, the people of Mu.rman.sk hail every 
Allied convoy with joy and still feel that they may eventually 
11in the war, our observer concludes. 

Rommel' a Offennve in Bmt 
On the night of August 30 Marshal Rommel attacked on 

the eouthem sector of the Egyptian front. While British 
press releaeee wggest that his immediate objective may be 
certain strategic desert ridges, military observers here do 
not exclude the possibility that this may be a major o!Jeneive. 

In this attack, which IS led by his two German armored 
divisions, Rommel is using the bulk of his veteran German 
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desert lighten!, and h&ll in immediate ~an Itatia Supporting motor transport is ooncentrated in t.be ..:: eector . The German armored oollllDll8 apparently~ through the British minefields, but there is u ~ 110 iudica. tion that they have penetrated main British ~ or overcome any major British forces. 

It is aa yet too early to judge the character of the actioG. If Rommel were to break through, he might ei~ stnle directly at Alexandria and establish there a new bue lor supplies; or he might swing south of the rocky troucb Iiiii runs eaatward from the Qattara depression and strike directly at Cairo across smooth and open deeert. 

Declirnl in Ernlm11 Air Activil!l 
In the air the enemy ha.s been relatively i.naetift prior to this attack, apparently reflecting a desire to coneerve eilher planes or gasoline or both. Meanwhile Allied air forces have continued their heavy attacks on enemy porte, ab.ippinc, alld supply lines. These raids, together with submarine actiao, have taken an inoreaaing toll of enemy shipping and may have been the cause of Rommel's twice delaying his olfensive. II is aasumed that despite certain shortages, Rommel must have sufficient supplies to sustain active operatio:lS; and then an indications that a strategic reserve is being built up in t.bt Mediterranean area for possible use in either Egypt or North· west Africa. 
Bombing attacks on Malta and air activity in the whole Mediterranean theater have lately been sharply reduced. The ships of the convoy that arrived at Malta in mid-Aupl were unloaded without interference from Axis planes. The failure of the enemy to attack suggests that Axis at.r_a~ may have felt that the expenditure of planes was not.luatifi:ed even for eo important a target. Meanwhile Malta's telll­forced fighters took the olfensive and raided the airdrome& d 
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Sicily, destroying at least 10 aircraft, in addition to thole cJt,maged. 

Nt<Jr EM~ QuUt 
E t proper remains quiet. Prime Minister Nahas, on th ~h &JUiivereary of Egyptian lndependenoe Day, made e outspoken address in which be profeeeed Egypt's loyalty : tbe British an~ look~ forward to the triumph of the d ocracries. Senous dilferences are reJl<?rted, however, ~~ween the Egyptian Chief of Stall, who 18 supported .by K' g Farouk and the Minister of War, who baa the backing ol~be Prime' Minister. The Chief of Stalf'.s _loyalty to the Go mroent is questioned by the War Minister, and one ve . . migh h " th obllerver believes that the situat1on t rea? a pom '!" e!"ll the British would be forced to intenene wttb the King m support of the Gove~en~. . . Little new informatiOn 18 ava1lable oonoernmg the Anglo­Fnoch dispute in the Levant. De Gaulle and Casey ~ve failed to arrange a meeting, and De Gaulle has dec:Jined Churchill's request that he burry back to London to disc~ the situation stating that conditions did not yet allow him to depart f~m Syria. Romme.l's attack ~ ~gypt puts ?a Gaulle in an unfortunate posit1on: to prec1p1tate a con!llct io the Levant now would undoubtedly provoke a senous reaction in the Anglo-American attitude toward ~be De Gaullist cause. · Russia has In Turkey an improvement in relations wtth been reported. The new Turkish Amba••dor was apparently most cordially received in the Soviet. On the other han~ at 1esst. one Turkish paper has treated with concern an art1?le by Professor Benner of Columbia stating that the ~es · f d ft.nn .. Russia an ou .. et 

must not agam repeat the error o e...,-.. . . tbrougb the Dardanelles. Repercussions of this entirely UIIOf!icial article even appeared in Turkish Gov~t circles, one observer believes. 
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The Gtlr1Mm and Dakar 
The defeneee of French Weet Africa aDd the traa.hr 

Naais of merchant toniJa8e controlled by Vichy,._.,., ':.!; 
by Laval and ~ German l'ef>reeeDtati~ at N.,.. • August 27, according to a well-placed informant Admiai 
Auphan, Minister of Marine, and other officiale ~. i*'lii Laval. 

The Germaiiii sought Vichy's agreement to 1 mili o~se~er or control commiaaion at Dakar, in retlll!l b: 
nutting the French further to strengthen the defe~~~e~ theft. 
Our informant aliiO believes that the Germans «<end 1t 
arrange a general Franco-German agreement for the de. 
of French North and West Africa. Although aval it~ 
po~ to have approved this proposal, A.dmiral Aupbu, 
obJecting that eucb a paet would invite Angio-Americu 
attack, apparently threatened to resign. L&val wu oblicel 
to put aside for the time being the propoeed defl!lllliw Pld. 
but is believed by our informant to have ooJIIIellt.ed 1o the 
sending to Dakar of some kind o.f German observer or eo ~on. · 

The Germans are reported to have sought to send 1 Stub 
squadron to Dakar at an earlier date, but Boiaaon, the Gcw· 
ernor General, while willing to have the planee, tbreata! 
to resign if German pilots came with them. Bo• is 
understood now once again to have proffered his reeipebra, 
presumably in oonnection with Laval's new negotiatiom. 
P~tsin, however, bas ordered him to oontinue at ])lbr. 
Meanwhile General Barreau the Commanding Ollloer il 
?akar, and a. man considered' very friendly toward AIDeria. 
18 expected to go on indefinite leave, to be replaeed by' 
naval officer of unknown sympathies. . 

The. German controlled press has been giving in~ 
attention to the Allied "menace" to Northwest ~ 
L&te!y it bas accused the United Statee of planning to eiJI 

8 

Saw 
the Atlantic ialanda and then Dakar u convenient buee for 
the transfer of troops from Bruil acroee Africa to Egypt. 

At Nevers the Germans apparently also demanded a total 
of 200,000 tons of merchant shipping. Our IIO~m)fl IIIJIPit8 
that Laval will oonsent to tum over the 70,000 tons of ship­
ping now.intemed in French porte ww.h belonp ~ ooun~ at war wtth Germany; but I..& val may try to avoid turning 
over the balance in French shipping, for a time at leut. Admiral Auphan, our informant atatee, atroncJy oppoeed 
the surrender of French tonnage. 

Collaboration Mta8Uru at Home 
In support of collaboration at home, Laval is said to have • 

!!eDt the Germans a telegram of congratulations following the 
Dieppe affair, and to have signed the Marshal's name as well as his own (it is not definitely known whether this wa.s with 
or without P~tain's oonsent). While L&val might well oon­
sider this an easy way of gratifying the Axis at no 008t, 
evidence of f urtber material oollaboration appears in the report that French powder factories at Bergerac, Toulouse, 
and Angoul~me (the first two in Unoccupied France) will 
produce nitrate cellulose for the Germans after October 1. 
One informant believes that German orders now amount to 
80 to 90 percent of industrial production in France. 

laval is apparently planning pa.rtially to meet German 
demands for labor by the deportation, first of Jem, and then 
of other foreign groups. Despite strong pleas from the 
Vatican and the United Statee, Laval hu apparently not 
relented in his reported plan to expellO,OOO or more foreign Jews who have fled to France illegally since 1936. More 
than 8,000 have already been sent to Germany, according to 
one source. From Occupied France oome reports of con­
cenltation camps in which aeveral thousand Jewish children 
have been isolated and their identification papers destroyed. 
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In what may be an effort to show that he it ~ attaohed to republican inatitutiona, Laval baa ~·-~ 
the creation of "adviaory'' departmental councils Ia~ 
aame time, however, he baa swept away the Jut~ U. 
Parliamentary control in a decree aboliahin& the 8eoate II 
the Chamber of Deputiee. Theee bodiee had 1oac ~ 
prohibited from &88eDlbling except by special con · 
but they bad apparently been meeting ihlormaU~ 
annoy~ce of Vichy. Advicea .suggest that Laval U:.

1 
DOr 

recrgaruze the purely consultative National CoUDcilu 1 80JI to Republican sentiment. 

Inlml4l Temion in Spain 
. Current tension between the Monarchists and the F&lazi, 
18 greater than at any previous time, acoording to a reliable 
and well placed observer, and the possibility of an expbjoa 
can not be ignored. The immediate issue is the bomb es*odt 
reported last week, in which prominent memben ol lhe 
F-alange were allegedly implicated. Several reeign•tiolll d 
high government offieials are expected, among them thai d 
the War Minister, Varela, a man of Royalist sympalhia The Franco press has been agitating about the need ol loyally 
to the Party at this time, and political unreet is p!llll, 
according to diplomatic sourcee. A number of prominent 
Royalist leaders have come to Madrid. Franco's pnilli&t and moral standing are reported to have 8tlfl'ered aeveftlr 
from bis failure to condemn the Bilbao outrage, and his 
relations with the Army may become further strained if the 
death penalty is not imposed on the offenders. 

Some straws indicating resistance to German demanda ba~t 
come from Madrid. Spanish authoritiee are reported tobal't refll8ed entrance visas to some 50 Germans who would bal't 
been &~pointed to auxiliary services of the German EmbiiiY· A Nut request for the removal of the Captain General ol 
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Barcelona has alao been declined, acoordiDc to diplomaUCI 
80uroes. Nor was the German eoonomie miaion ~ in attempting to go over the heads of the Sp&ni.eh JleiOt.iatinc 
c:omroittee. There ia no indication, however, that the latter roade much headway in its tradina with the Nui.a. 

Japanut Witlldra1DOU 
Japanese campaigns in the Far East were generally char­acterUed by withdrawals during the put week. All the Chinese advance in Chekiang continued, it was evident that 

the Japanese were undertaking a wholeeale evacuation of the areas which they bad only recently conquered. In the south­
eastern Solomons, after a hard skirmish with Allied air power, • Japanese naval forcee-apparent.ly either unwillin& or unable w press the fight decisively-withdrew. At Milne Bay in 
New Guinea, where a Japanese landing party ran into an 
Allied trap, they again withdrew. 

Only in tho Gilberta, where they already are in ~on 
ol Makin leland, did the Japanese move forward. Here, 
apparently against no oppoeition, they extended their control 
southwestward to include Nauru and Ocean Islands. In the Aleutians too the Japanese recently have been increasingly 
aet~ve, possibly indicating plans for further offensive movee, 
but as yet theee have not been made. Japaneee planee have been sighted around Atka Ialand, which liee 60 milee or more 
eastward from Adak Island. Adak itself was previously the easternmost area in which the Japaneee displayed any 
marked intereat. Signs of increaeed activity at Kiska are not wanting, and may even indicate tho arrival of reinforcements. 

Fig~ Mi.d<JU Melanetrian Front 
Aside from the continuing air duel, fighting on ~Middle 

~~eeian front is now restricted to the rugged area around 
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Kokoda in New Guinea, 60 miles loCli'OII. tbe ~ ....._ Range from Port Moresby. Ground unite ciMbed ;;::::::'!_ here this week, and Japan- p~ hu increued. -~ foroe:nents continue to arrive in the Salamaua area. Baa. While an overland drive to Port Moreeby ie lltillaot impossibility, the security of this base hu been ~ strengthened by our new position at Milne &,y, '1\i strategic inlet at the southeastern tip of New GuU. doai. nates the China Strait, virtually the only channel throll&il the barrier reefs and islands which extend eastward fi'OIIlllle New Guinea mainland to Roesel Island, eastel'lllrulet olllle Louisiade Group. With Milne Bay and the soutbeuta.· Solomons in our possession, a successful Japanese adv&D~eCil Port Moresby by sea is unlikely. On the contrary, the Ja~ nese position in Midclle Melanesia takes on an in~ defensive aspect. 
Allied air successes in this area have been particWadJ notsble. Japanese attacks on our newly-gained air bue at Guadalcanal have been repulsed with heayy I~ to dlt Japanese and inconsequential casualties for the defenden. At the Japanese air base near Buna on New Guinea, !OZml were caught taking off: six were destroyed, two damapd By August 29 Allied airmen at Rabaill were encountairc Zeros of an old type, slow and unable to obtain altitude, 1111 our airmen in this theater appeared definitely to have the upper hand. 

WithdTawala in Souikc.mm China 
Hard on the heels of the withdrawing Japanese, C1Wieee troops reoccupied Chekiang's two most important ailpall ~wns-:-Ch'U-hsien, on the Cbekiang-Kiangsi railroad, ud Li-ahw, northwest of Wencbow. Chungking announoee dill its .forcee are now approaching the railroad city of Cbia-IIUS (Kinh-), where another airfield is situated. At the ftlkl1l 
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d of the railroad, in Kianpi, the Ja~ have fallen back en their hue at Nan~h'ang, where the Ch'=eee claim to have :ried the fight into the 1111burbe. In Kwant\IDI province, ther Japaneee withdrawala have opeaed the -y for a ~hinese advanoe southward along the Hankow-Ot.nton rail-

road. 

Japanue Plans: Si~ar 
The evidences of Japanese withdrawals in China and re­verses on the Midclle Melaneeian front, tbe appearance of second-rate pl&nee in the latter theater, and finally the sudden resignation of Foreign Minister Shi&enori Togo may • all point to the long expected attack on Siberia. Chinese " officials, who have been somewhat puuled u to the m~g of the Japanese withdrAwals, now apparently are convmoed that the troops are being eent north. Some 60,000 Japaneee formerly in Chekiang, they believe, have been sent to North China. General Joseph Stilwell, now in lndis, has himee1l subscribed to the Siberian thesis, according to newspaper despatches. 

Th~ Ruignation of Togo 
Togo's resignation especially has ~ wi.dely inte~J>re~ as presaging the Siberian Attack. JustificatiOn for this Vl8W is derived from the part which Togo is reputed to hAve played in essing Russo-Japan- rei& tiona during hie term u Ambu­sador at Moscow (1938-1940), and from the fact that Japan lw avoided difficulties with the Soviets while he has been Foreign Minister. 
Other observers point out, however, that Togo's resig· nation might just as well point to the op~te conclusio~. Ria career has been marked by German influence. HIB wife is German, his college studies at Tokyo Imperial Uni-
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vereity were primarily devoted to German 1i 
been Amb•eeedor to Germany, aud he wu tera&ure, lie .. 
of the prime engineers of the auti-Comin~ • Clllt resignation might, therefore be conatrued ·th Plel B:a 
aa indicating developments 

1

in Japau di.epl~ ... ~ .laaie of Germany~oh aa a Japaueee deciaion-=:: to lrilld. Siberia. ,..,. llllet 
These ?!:>.servers also ~int out that Togo's relinquiebmet of the Ministry of Fore1gn Affaire may amount m-"· to 1 

further step toward the elimination of civilian mfi..., .' the cabinet. Until further events abed light on tb ueoee 1 

f?r ~be shift, these observers feel that speculation ~ ':;: SJgna6cance of Togo's resignation must remain pure~ 
In ~e paat week, meanwhile, no changes have been ~ ported m military dispositions along the Siberian border. 

Japaneu TrealrMnl of A.mmeam 
~e_re seems to have been neither rhyme nor reaeon in lhe varmt!ons of :reatment of Americans in Japan and Japaua occup•ed terntory, according to a competent observer who has bad opportunities to talk at length with many of lhe !>-ngere on the exchange ship Grip3/wlm. In Tokyo for msta~ce, some American citizens were imprisoned, aome w~ mtemed in a camp, others were interned at home, l!ld still ~there. were left free to move about the city. Some ~encans m Shanghai were allowed the freedom of the c:ily, while others were kept in solitary confinement. Some citi· zens. had all property seized outright, while others bad their holdings carefully listed and filed by Japanese authoritiel. There was an obvious animus against newspaper oorrespood· ~ts and a grudge against certain missionaries in Korea, bot 10 very few of the other ca.see was there any evident reaaoo for the particular type of treatment meted out. 
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Bacut 
g(;(lfl(lrflic ConditioN in Japan 

pasaengera on the Gripalwlm reported a variety of abo~ 
in Japan. There was a !IeVere shortage of 6ah in the first three months of 1942, attributed by some obaervere to 
scarcity of peoline. Rice and aupr have been put under a rationing system, aa well aa salt and meat. Leather ia ex­tremely hard to get, and there is a aho.rtage of paper. The clothing rationing allowance of one hundred points allows f~ purchases, a winter kimono alone using up 48 pointe. Drup and medicines are acaree. The obeervere felt, however, that. the drastic efforts whiell have been made to bring finsncial 
IDAChinery under control, to increase taxes and prevent infta,. tion have been to a degree successful, and that there ia a ~ .. general Japanese willingneee to live up to regulations. The Jap8lleae are fully organized for their war effort. Moreover, these observers believe that Japan is succeeding in consolidat­ing her economic position in the conquered territories, and that ehe is growing stronger month by month. 

Japane3e Concept of the War 
Informed observers on the Gripaholm believe that the racial a.spect of the war, the task of "throwing the white barbarians out of Eastern Asia," ia not to be disregarded a.a an element. in the Japanese conoept of the war. Although few of theae observers would attempt a purely economic explanation of the war, many of them stleseed the importanoe of the Japanese feeling that Japan must win a wide area which is as nearly a.a possible self-6Ufficient, and which provides all material.s neoeaaary for the waging of war. With but few exoeptiona however, these observers felt that in addition to racial and autarchi.c conoepts, the Japanese were influenoed by a mysti­

cal ocnvictioo of the miesion of Japan, and the a.aaurance that Japan W811 divinely called to bring order into Eastern Alia. 
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The observel'll pointed out that thole wbo bold _. 
1 

,_.. can only be diabueed of it by complete defeat. 

Pause in India 
Although outbreaks e.nd eabotap are continuiDc in ~ countryside, urbe.n e.nd me.nufacturing centers iD India 111 apparently beginning to return to normal. The Eut ladi!a Railway has resuroed restricted service between New Delli and Calcutta under military guud. Pueencel'll report, ~~o.r. ever, that along one stretch of road between Oaya IIIII MDp Serai every station has been burned. At calcutta, mica 1110-duction, a few weeks ago curtailed by a half, now appean• be returning to normal, while about 10 percent of tbe faellxy bands who have been on strike have returned to worl:. Neverthelel!S, in the textile indll8try there have been furll8 walkouts. At Madras, the two largest textile milia, both of which had important army orders, have abut down, while &I Calcutta 6,000 of the 7,000 employeee of a large eot~mi have gone on strike for what are deecnbed as "purely politiCII reasons." 

With the suppression of Gandhi's H arijan, the GoveJ'Illllelll has now banned virtually every important nationalilt jour· nal in India. Against these pres$ restrictioD8; the All-~ Conference of Newspaper Editors, meeting at New Delhi, baa vigorously protested. Although the Government hae reluatd to relax the censorship, reports from New Delhi suggest lbal a new arrangement will provide for the precensorship of new1 by local Government advisers in conBultation with local pl!tl representatives. Under this arre.ngement, eome newepaperl may resume publication. 
In Calcutta, however, official preeeure baa evidently fo~ the resignation of the editor of the Stau8man, India's leediDS paper. Although British-owned and edited, the Slol_.,. has always shown an understAnding of Indian nationaJilm 
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Slalft 
d in the preseo t emerpney haa appealed for conciliation. ~ with a former information chief of the Oovernmenl of rno:a as its new editor, ~e Slaluman will become little more thaD an official mouthptece. 

. ActuallY the political eituation in India haa improved very ~ little and a pneral civil di.eobedience campaign ie etill ~tening. Compromise propoeab advanced thue far have t gone to the root of India's difficulties. A pl&n suggested ~0 Sir Firos Khan Noon, Defense Member of the Viceroy's ~ecutive Council, for dividing India in~ ~ve autonon;tous 
d -'"'ons is sinlply the M06lem League 8 tdea of PaJciltan 0'~ • rdin to beerv . reduced to its logical absurdity, acco g an o er m New Delhi. Such a proposal- providing for a federation of~ • India as unworkable as that of the Uni~ States under the Articles of Confederation-would please neJ~er Congrees nor Moslem League. Nor b&ve these two parties as yet eome sny nearer to a mutual understanding-despite a report to the effect that the Vice-President of the M06lem League bas a.sked Jinnah to begin negotiations with Gandhi. Mean· time a resolution adopted by the Working Commit~ of the Hindu Mabasabha- the org&nization of Orthodox. Hindus­bas called for the immediate independence of lndia and the !ormation of a national government oonsist!Dg ?f rep~t­atives of all parties, threatening drastic actiOn tf the BnttSb reject these propoeals. 

HisparnrAmerW.m N eutraluv Paclt 
The retiring Argentine Ambasasdor to SpaiD is returning to bis country with the draft of a neu~ty pact to. w~ the adherence of Spain, Portupl, Argentina, &nd Chile. be sought, according to unconfirmed inforn;tation reo~tved !rom Buenos Aires. The pact presumably 18 a Jast.mm~t;e Axis-inspired move to counteract the effects of Brasil 8 
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declaration of war, especia)]y in Portlllal 111e1 to • n,_.,_ 
policy before President Rios' visit to t.be'unn-~ Stat..-

Rioe' visit meanwhile has been debated in tile a.._ 
Senate-a debate which produced the firat ~ 
Chilean foreign policy durin~ the. current Chilean~ 
One Senator asked whether, iJ Chile were going to break llili 
the Axie, it would not be better to do eo before the~· 
trip, thue avoiding any appearance of yielding to -
from Washington. No concluaion was reached; llld 11.e 
Se~te bas voted to hold a secret eeeeion for f111tber ~ CW!81on. 

Cardenaa Runwa Mexican Politiu 

Tbe appointment of ex-President CU<ienae u Minilla 11 
Natiooal Defense marks a significant turnin,g PGiDt ic boil 
the domestic and international activities of tile Jll'lll!lll 
Mexican Government. CMclenas, who is expected to havt 
complete control of the Army, Navy, and Air Force, b«lonws 
the moet powerful figure in Mexico, next to President Avila 
Camacho. The uneaey balance of power which hu ahara~ 
terized the present regime from ite inceploion now mol'll 
decidedly to the left, for CMdenas represents more truly and 
effectively than any other pereon in Mexico the combioed 
forces of organized labor, the agrarian reform movt!IDfll~ 
and the liberal and radical elements !rom every walk of Iii~ 

The return of CMdenas to national prominence ean be 
expected to instill confidence in the Avila Camacho Govn 
ment on the part of Mexico's rural populatioa, whkh i 
suffering coneiderably because of economic dialocatiool 
brought on by the war and coneequently b&s become Jln1 
to the defeatist, anti-government and anti-Yankee proJl" 
ganda of the fifth column. Tbe weekly El Si~illll, ICI 
example, which has been rather suooeeefully exploiting the 
poverty and hunger of Mexican_ peasants, exp~ tht 

18 

s..r 
alarm at the prospects of the CUdenaa appoint-­

indulging in one of its rare attaeb on the ex-Preeident, 
popularity with the rural mum it hae generally 

Despite earlier controverey concerning the poeaible atti­
of the new Defenee Minieter toward the United Ststee, 

can be stated c<incluaively that General CMdenas is fully 
to the most vigoroue prosecution of the war. 

can thus be anticipated that Mexico's positive contribu­
to the war effort will be notably stepped up, in terms 

beth military preparation and political vigilance. 

1.9 
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To -l.hlt pool, ~7 hu IDOdo remalltabloM!onoiO~~~<pup'-mou .. 
treiJb~ oar produc:\.ion. At the outbrMk ot the war 11,000 loooa.oth._ were 

nlJI•blelntbu .... nowoperatedb7tbe Nal.i4nal Rallt06cluncl [o lho Pl<ltoeto­
oltbem o-. 1D tho thtoo '""' fTom INt 10 10.1, 2,800 .._ 

""" bull\. A Brlllob nport oo oqul-t poodU«loo -· tlla ODOual --'" oapaeltr iD a.-., aoc1 lho -plod_..,.. at 
~OOOe2,liOO. h Ia poooQ>Io, bowe•or, tbot Ill- J!cu,.. _, ot111 neod 10 11a 

upwiU'O. Pollob lotolllaenae ooutOM report tbot Julluo Ilorpmoller, Mlo­
Trantport., baa a.nnounoed t.o tbe lDdutt.ry a new a.naual OODit.rUet.lon 
of 71500 Heimple lypt''lOOOmcnf¥11. While IUCb A 8cure tDA1' ..... R.t.f.. 

~~~::'~:'~:; ltlo prnlla.,., .... lm~ lhat oJI« _ .. pnparadoo .... od Ew<>po ..... lcltnble procluetloo>, on lhe_.,.,..... ., ... ~ 
~:.::~·~b': procluct.lon metbnclo, ..,d a ~~ work do7. Sulll...,t na p·robably a.ro btlns made a•all&ble; reportt from varioutiOUI'OII 

thai equipmeot production hu been c.iveo priority equal to that tor 
tao~ ADd tubmario•, and tb&t atWed. workmeo art tftD betq ~ 
&nDOCII.._ 

lho of lhe ...., 820,000 lrdcJ>t ..,.. wero ••ailablo In lho .,.. o..rma.. National R&llroado and lo Ilia ""'-"" It 
Brltloh tbot by lOti produotloo lo 0.--.y and tbooocupiDd 

lncreaaed from 12,000 t.o 103,000 per yeat, a.od t.hat. a t\artber 
bo ezpectad ID I Of2. In opt I& of loonmot!Yo and - obo-

doto ""•• boon nnclenlablt, lho WOt·Wne-boo--.-1M ,.,..~y paobobly wUI...,_Iu tbo ON< future. 

tramo &. reculated u to Yolume, d.lltribudoD, a.nd Dow t.hrou&b a IY.c.tlal 
and traffic regimentation. Thil 111tem tocludM ltrlcrt rqlll&llone 

loerualoc the aver&~e e&rload and tor apeect~D.c up l*io& a.ad unJOAdlDc. 
[ijj lU &Vtr'ie f~l ltOiu J.ood WN 12 peroe.ntiiJ&her \haD lu leal. 
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~iMOIIooo t/ R<MI- No-- iA a..-
()enDaQJ hu loaC - dloldod Into - - ... -"' ....... aceocy undor ~be oupervlllon of 1M Mlnlouy of~" (bo.,. • a...:: ~~~w.,) bad tbo rfsM \o make oua-ti<>DI lo \be It Dlvtoioa Moeer iz1 

M<ual o-lloa unlu to 1M raUrood orpDioalloL 'Pollowtoc ... -...:: of .. ..,...m~~on of po- In 1M P-' a.- tde'rkVIot;, • ~ of u.- aceodeo woo .-nu,> otreDCihooocl. Thor _.. ........ ..,. htrn'b•ltt'lu"f"'• tbelr mao.ap.n were promoted from DlNO&on to ~ and u.. I'Niklonu we"' empo,...m \o ...,. blndloc ordero 1o 11oo llhtioo M-10. The oliO<\ hu boon a-._ ud-. ............ of opentlnc and tralllo mauero to 1arp -. 
In oclclllloo, now-- heft boon-~ \o-- 1D4 _._.., *kl ..Scnod 1o lbo nr10111 '""'* of tnnopor\atloa, 01- at ........, .., _,...,,. 1o eooourteocl. and ,..., eoiOODocl In parUeWar - ,... 6o 

- U..t _,. tralllo In tt4t ..... 2t -· ..- IMn .. till. Tit oomplotlon of lbo MldW>d Caul In 1038111ebllohocl a cllroft-..._ tho Ruhr and oeotttl and -um Oerm&Dy, and the opeoiac ollllo MoiJI Bitler Caoel In 11140 lmprovocl ~be 11~\Wioo In Upper 80eoiL n.t ..... 
.,.,,., htvo eubetaotlall:t ...duoocl 1M proeeuro oo 1M ttl1rotdt. 

Truclt -- DO- pltyocl I ...... role In o.n.....y ( ....... - wott ~ttd before tbo war), and II hu now heeo .._...., .. -tlouod -- of the luolllluatloo. Tblo hu oootribuled lo e oiiPI-In iDeftMioc lbe burdto bolb OD ,.nand-~ 

n. p,.w,,. <I p,._Ml 
l!oloro tho wer lbo German r.nroeda·hld a ot.elf of oompoUDI .. ....,_, Ill 

many of lbleo htve &looo boon loot t.o lbo ermocll..- (IIPOCitDJ' 1o -~~~ olber ledu>lctl unlu of 1M ermecl to.-), ud an lnorttlltoa .. -II llhl ...., hevo boon oooclocl lor work In lbo ooouplocl ,_ At home-..,..,.. 
hevo heeo ropleoed by 1- ffifeblo poreono. The 1,200,000 ponooo It-~ tbe oervloo of tbe 0....... Nello.W Rallroeda lndudt 10,000-eoolta• ,...._,..., _ , 11 wolluiO,OOOolbor ,...._. 'l1llo _..,a po~~oy..,._ 
t4oc:lod lbe oalety eod rolltblllty of opentloo In lbo llolob t.o - awl. bolo U..eemo time II boo heeo anlmpor\aoll,....r Ia meloiiiDlDC OtrmM-~ 
lbe whole network of oonquered .Europe. 
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AI'PBNDIXU 
CBINA AND TIR W.l&-A COIOIUNIST my 

(Tbt lollowlnc olo-lo of a.-.1 Cbou Ea..a.a, _._.. .. 1p Cb""'"" 
., lllo a.- c-uo~ot Pany, .... medtlo ... "--oa.. ...... - -10> 
lo Cla...P!Qc. ~ ~ •-• 1 clmloocl 1>7 ..._.._.. .. "--oeo cba ••• 11 - of --T 0 ~· pollljoel lhm._, Ro U•11 In vlriUII loolelloo In Obunplnc, -led from -lei--wflb olbtr a.s­by..-o ol hlo periJ' ,__eod 1M lbrM& of oeo1t1 ..._nl, ud ..,1 (lllby--blofollowCommW>IIIoln --~ Blo­.,._.led heR swt-Qy , .. \Mirln-... -of a.s-e-m ...... 
opinion.) 

"'Cloi- w .. ll#orl 
.ukod wbolheo ~ CommW>IIIo ero eetlded wflb lbt a.s- ...., allor\ 

GeDeral Claou dlotlnculabocl two P- In lbo Rruclll wftb J,_, Durioa tho tnt two 1ean. there wu &,roe ftcbtlDa on many frol\te, and tb4 Central Oovt;m. 
-• ckvolcd !Ia primary ellent loo lo mllllory alf""'-'tttuJoc lroopo, -a. icc lllo - IDd lmprovlnc mllllory ........ lion. Altboup lbt a.s- loot 
-1 -· their ormloo --llotd!IT t~~o-. Dwltlalb• pool tbreo yot111, .. lbo otbu band, lbo Japan- ellook boo week­eoed, aod moot ollbelronw be,. boeo Nlellvely oelm. A-nllDaiJ', u.. Ceotral 
GoYOramtDI boo paid UIU. elllt>tloo \o 1M lttluJoc of moo In lbt - 1f0b. 
a1q110 of war eod hu - IDfiAIY .. .__ In dllolpllnlnc 1M Commomlolo. Oolt at ouch polnu oe tbe Japan- aetuellT etloclt, w01 a.s- troopo IIcht. 
Attil~" 1'.-d Brii<Ji~ 4M A-'<o 

a-rat Chou eeld tbel blo\otiotlly ~ eotborltleo heft dtraloped lbllr on ""1 ol d...U.c wflb Brllleb ..,d Amtrlceoa. Wbeo Brllllo bed , ......,, 
pooiUoo lo lbe Far Eut. tho Oblo- ....,. otlOiul 1o P'-"O lrilnclly relellooe. Now thee lbo Brllltb bevo beaD delaaled by lbo Japan-, ·a.s- eulboritloo 
Lab a C'ODirvy au.ltudl, ADd even tan to tret.t. the Brii.Wa u .W. la a ul~ ..., Ilion. In .--doc \o lht t.redltinoel enopooo of lbo Brllleb, ..,11-Brllleb ..,llmenlln CbiDIIo ....uJoc up. 

Towardllbe Unllocl 81oU., Cbl- loedon be .. e dUI.,..t ellltudo. ThtT cocoidor lhtl Amor!OIDI In polttl mow •ort Ulllo eboul ~ eod lhttlbo 
Ullilocl Bit,.. II 0111 proy lor help, -t.rlela, eod -T· "--oeo _.,.,17 .,... uol ... - -lompt. For .....,plo, wboo 1M Uollocl Bltlll Oo.....,..,t &I• Joana a.od raiNI t.be qu•Uon of tenDt, tbe Chla111 now demaa.d t.bat t..h-. be no coodlllo--. l011> muet bo a clft lor lbolr ho yean of Aabllnc. II lbe Ullilocl Bta ... relhtocl 1o cln help, 1M ~ Ocrrernmoot ftWd 1bree1oo t.o 
- PfiOO, but O.O.ttl Chou ....... 011 \o fiT lhtl lben lo DO deopr I I ell of Cbioa'a malrlD& poeoo. lncldtnlolly, he oald, .........., .. boo htooma a cood bwioow, llnoo help II 10 euy 1o pl. (Edltor'o oou: 8IDoo lbe 1011 of 8111111&. the I"''bleal oloups>l11nc Cb1DI hu - 1101obly clltlleult..) 
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S!ICII&'r 

~ C...•- io G;,.. of oll-.1- "'• 

Soviet IAIIUIG .. OD lllo au- aov.n.-t lo .............. a.... 
II IM Ia- - t ... olved iD 8lboria, 1- ano1oa ID 0... ' 
dopr!Yed ol oCJeoolvo po-. Oeoenl Cbou dJd - thJat IMI ....., .. lo 
U<rOpo woukl ai!Mk II!Oilchuria, but ralher ~-~~ ~ Oorw ,::--..,. 
utUlao lho now olluallon preelpilaled by Bon•-- ........_ It­
trouble al ~ome. Tbo Chin- Communlel.e .._ lba C...lnl OOo--;i 
order \hem 10 aiiMk lbo Japan- iD ll!&oeburla. Whwl -~:..:: 
Ooneral Chou aald, lhe Chin- Communlole wiU ao& for eu~ ....._. 
their mlllt.ary poaltlon. It Ia unlikely lbal lh4ao auppllet wiU be 'm' " 
The CommunlatA c&u uot. attack without them. The Ototra.a Ooua 1111 
aocuootho Communlata o1 dlaob6ylng ordera and will \boo oond ~roopa,......_ 

CAi.wu u/m,;41i•m" 

Bec&uoa \be wee\Orn lmperiallot po......, bavo boon expollod -117 ,_ 
Of tbelr \On1t.oriet, ODO DOW beano, GerJeraJ Chou aaJd, of ~. ~:=~ 
It 1o lm-lble, however, 10 conodvo of.., lmperiallollo Cbl.oa ID U 
ol ChiD.. ooooomlo dovelopment &od wbllo lba potbeUo clloo ......... • 
edoiiDJ cootlouee. CbJ.oa p Cll Wp onnioo, but ber talllloo7 -. 
Immobile. Bow \boo 0011 Cbl.oa ..,_ In mlll10r7 ._..., _.._ • 
tbe contrary, Cbl.oa afler tb6war m.,.. dlaoonr a -bod.,_... ...... 
for beratllln tho Boulb 8eao. 

PCGU Ai"" of 1M CMMU C'om:Mv....UC. 

Cblna't drat obfeet mun be 10 drive oul tho Japaoooo, oald Oenoral C.. M 
pl&n~ for tho pool-war ful""' are WU10f7. Vlcl017 wiU be achlovod _.,..,... 
demooraUu.Uoo of China. Cbineee eoonomJo de.moer&o1 meua ..,.. ....,. 
and control of raUwaye, areenala, bOilke, aod mlnea. Bul CbJaa lo ....... 
productive capaolly ... b6 lncroaood by slvlns play 10 prlva\0........ -
thla It wlli bo lmpoeolblo lor China 10 become a modern .,......... .. -
Only lhrou,h prlvot.a 011\orprlae can advan- be ofloollvoly -J>IW*...., 
tho 1pb.e.re reeerved. for oationali.aed. e.nterprtae. 
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